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THE ROLE OF PUBLIC DEBT IN THE ECONOMIC DEVELOPMENT OF VIET 

NAM IN THE NEXT DECADE 

DR. ANH DUC TRAN1 DR. DUC BA DUONG**; AND DR. HANH THI LE** 

ABSTRACT 

In the context of the fast international and regional integration, Viet Nam is encountering many 

enormous development challenges including economic development challenges. Capital for 

development have been among most discussed solutions in Viet Nam. The most favored cross-

cutting principle for the capital related solutions is “domestic capital plays the central role while 

capital borrowed from other sources are very important”. This study first looks into the current 

status of public debt of Viet Nam. It then makes a forecast on the evolution of public debt of 

Viet Nam. This will give an answer to an important question: “Should Viet Nam save up for 

development or take advantage of the current low interest rate to borrow more for developing?” 

Finally, the study also gives some suggestions to public debt management towards a safe 

national fiscal system while ensuring the economic development.  

Keywords: Public debt, GDP, Inflation, Economic growth, Vietnam 

INTRODUCTION 

In 2007, Viet Nam witnessed an impressive growth of 8.48% in GDP - the highest growth rate 

in 10 years. However, in 2009, in the context of the global economic crisis, the economy of 

Viet Nam was seriously affected. The recession and macro instability slowed down the 

economic growth and increased the inflation. In order to overcome the economic recession, the 

Government of Vietnam launched an economic stimulus package of 8 billion USD, equivalent 

to more than 8% of GDP2. In 2009, the Government of Viet Nam reported a budget deficit of 

about 6.8% - 6.9% of GDP. However, this is estimated by the International Monetary Fund 

(IMF) to reach about 8% even nearly 9% of GDP if the off-budget deficit is included. Whereas, 

the GDP growth rate of Viet Nam in 2009 was only about 5.35% of GDP. Low economic 

growth and large budget deficits increased the government debt to GDP from 42.9% in 2008 

to 51.16% in 2009 and 63% in 2017. However, public debt of 2019 is forecasted to reduce by 

61%, which surpassed the threshold for safety of public debt of 50% of GDP (report of the 

Government). 

By 2018, public debt of Viet Nam reached 61.4% of GDP, government debt reached 

52.1% of GDP and the country's foreign debt reached 49.7% of GDP (calculated at 2018 USD 

of 238.41 billion) (Government of Viet Nam, 2018). 

 
1 Dr. Anh Duc Tran, Expert cum Researcher, Vietnam Ministry of Finance, Vietnam 

** Non-registered Co-Author(s) 

2 The biggest economic stimulus package of the USA worth about USD 800 billion equivalent only 6% of GDP. China 

applied an economic support package worth USD 568 billion, equivalent to 5.5% of GDP. Other ASEAN countries such as 

Malaysia or Thailand applied economic support packages of USD 2 and 3.3 billion. 
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Figure 1: The structure of public debt of Viet Nam 2011 – 2019 (data consolidated by 

the author) 

 
Foreign debt of Viet Nam by 2018 reached USD 118.49 billion (49.7% GDP). Of which 

government foreign debt accounted for USD 49.4 billion (42%), enterprises' foreign loans 

guaranteed by the government accounted for USD 11.7 billion (10%), foreign debts of SOEs 

and financial agencies by self-liability accounted for USD 57.39 billion (48%)3.   

It has been always a controversial topic when it comes to managing the public debt of 

Viet Nam. Concerns have been raised in all public and political debates about a safety threshold 

for public debt and the effectiveness of public debt utilization. Even though the National 

Assembly of Viet Nam set a threshold of 50% of GDP for public debt or many scholars and 

financial bodies believe that Viet Nam is still at  a safe zone of public debt, the society is still 

very much concerning about Viet Nam’s  next generations to be thrown into the so-called “in-

debt people”.  

This study seeks to propose a generic answer to the question “Should Viet Nam tighten 

its public expenditure or take the advantage of low interest rate to borrow more for 

development?” The study first assesses the current situation and future trends of Viet Nam's 

public debt. Furthermore, the study provides some recommendations to the public debt 

management in Viet Nam focusing on national fiscal safety and ensuring economic growth. 

Research methods include qualitative analysis and summary of interview data collected 

through 32 interviews with Vietnamese governmental officials, researchers, business leaders 

and international researchers.  

DEFINITIONS AND CONCEPTS OF PUBLIC DEBT 

The World Bank (2014) defines public debt to be the debt liabilities of 4 objects including (1) 

debt by the central government and ministries, (2) debt by local governments, (3) debt by the 

state bank and (4) debt by independent bodies with more than 50% of share owned by the 

government. According to the International Monetary Fund (IMF, 1988), public debt, or 

governmental debt are direct debts or debts that the government acknowledges to borrow from 

the rest of the economy or foreign countries. It is widely understood that public debt are debt 

liabilities by all governmental levels at a specific point of time. 

 
3 These figures are extracted from Report No. 46/BC-CP 9/10/2018 by the Ministry of Finance of Viet Nam  
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According to the Law on Public Debt Management of Viet Nam number 20/2017/QH14 

dated 23/11/2017 by the National Assembly of Viet Nam, public debt includes debts by the 

government, debt guaranteed by the government and debt by local governments.  

Figure 2: Measurement of public debt of Viet Nam 

 
There is not a general theory on the public debt but there are several theories that can be 

related to the public debt and its impact on the economy. The theories differ in a variety of 

assumption, ideological positions of the authors, attitudes and conclusions (Cristina and 

Rother, 2012). It is also important to evaluate the component of public debt. Researchers may 

approach public debts from many perspectives. Public debts can be divided into direct or 

indirect, domestic or foreign, short-term or long-term, central and local debts (Baldacci and 

Kumar, 2010).  

The Government may borrow through several schemes. The Government of Viet Nam 

borrows directly from internal or foreign debts signed or issued by the Government. This 

include (1) bonds issued by the Government, (2) Loan agreements signed by the government 

with internal or foreign bodies and (3) Loans that state budget borrows from the national 

financial reserve, state account, national funds not included in the state budget. The 

Government of Viet Nam may also borrow indirectly through government-guaranteed loans 

borrowed by the State's enterprises and policy banks. This includes: (1) loans of enterprises 

guaranteed by the Government; (2) loans of the State Policy Bank guaranteed by the 

Government and (3) Loans of the provincial people’s committee including local government’s 

bonds, loans from ODA or preferential loans and local loans borrowed from the State's Policy 

Bank, the provincial financial reserve fund, the state budget and other loans according to the 

law on the state budget (Dao, 2014). 

The Law on Public Debt Management No. 20/2017/QH14 dated November 23, 2017 of 

the National Assembly of Viet Nam regulates that government debt does not include debt 

issued by the State Bank of Viet Nam. This is not suitable in the reality and it will lead to an 

inappropriate assessment of the public debt of Viet Nam. Moreover, with this definition, loans 

borrowed and paid by SOEs are not included in public debt. This is unreasonable because SOEs 

are enterprises that the State owns all the charter capital or holds dominant shares. 

MANAGING PUBLIC DEBT BY DIFFERENT TOOLS 

Managing the public debt has been long debated. Many models have been tested to identify a 

safe public debt model for Viet Nam to provide information for policy makers of Viet Nam.   

Public debt is both a condition of increasing investment in infrastructure development to 

motivate the development of national development investment, and the results of state 

management and investment activities (Manasse, 2005). Increased public debt is due in part to 

a rise in direct public spending to alleviate the risks and negative consequences of economic 

stagnation, social security, and to stabilize the economy (IMF, 2011). In contrast, when public 

debt is out of control and causes national debt default, the disaster is incalculable. The financial 

crisis shock can quickly turn into an economic crisis and social unrest or even create changes 

in political institutions. Therefore, managing public debt has been always an important task. 

According to Ramramgeorge (2018), borrowing money for development is a necessary 

strategy for any country. Printing money or raising taxes will create a lot of social problems. 

Gov. 
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Meanwhile development needs are always higher than the national budget. Moreover, 

economic development is a political issue that any government must respond to their voters. 

Appropriate models for managing public debt has been long debated. Even though many 

models have been tested and proposed, models cannot serve as a comprehensively tool for 

public debt measuring. Mathematical models of Domar and Blanchard analysing the impact 

and burden of the public debt on the macroeconomic processes of the country is believed to be 

able to predict the level of public debt in the short-term period. Cai (2017) identified three 

policy tools to usually suggested for the management of public debt including 1) cutting public 

debt by employing the fiscal policy. This is supported by several schorlars such as Baldacci 

and Kumar (2010). 2) Cutting policy debt by means of inflation supported by Aizenman and 

Marion (2011) and 3) cutting debt ratio by financial repression supported by Reinhart and 

Sbrancia (2011). The famous ADL test by Li and Lee (2010) to identify the threshold 

correlation between the GDP growth and public debt were used by many scholars trying to 

identify a good threshold of public debt for a specific economy (Cai, 2017) 

Viet Nam has been applying many policies to manage the public debt. In 2013, Viet Nam 

Asset Management Company was established to manage mainly bad debts of the government. 

Debt management based on market mechanism has also been deployed in the context of 

increased pressure from the borrow ceiling as well as interest rate. Viet Nam used to test the 

empirical tree method developed by Manasse and Roubini for their research for IMF in 2005. 

However, this method was unable to analyze the situation related to structure, maturity, interest, 

solvency, liquidity and so on of public debt in general and external debt in particular but could 

indicate a country’s debt crisis probability because of the past empirical evidences. Especially, 

this approach emphasized the external debt. 

From the above statements, it can be concluded that borrowing for development is a right 

strategy in operating the macro economy. Underdeveloped or developed countries all use this 

strategy as a guideline for developing the country. This is a political task that any government 

must implement to run the country and create jobs for the people. However, borrowing also 

involves a lot of risks which may impose pressure to the country if borrowed capital is 

ineffectively used. Therefore, assessing the effectiveness of the use of loans through economic 

indicators is an accurate measure of debts for development as well as a measure of governance 

capacity of the Government. 

THEMES FROM INTERVIEW DATA 

In analysing data of interviews with governmental leaders and researchers in Viet Nam, two 

themes emerged which will be discussed in this section. These themes were: problems in 

managing public debts of Viet Nam and potential for increasing the public debt of Viet Nam. 

Theme 1: Public Debt Is an Indispensable Trend  

All interviewees believe that public debt helps Viet Nam to cover budget deficits as well as 

finance investment needs to improve the infrastructure. For an emerging economy like Viet 

Nam, the need for investment in infrastructure development is huge. The Government uses 

public debt as an instrument to create useful capital for investing and greatly improving 

infrastructure. Kiambu Town MP (2018) said no country does not borrow from outside, even 

the richest economies, because they cannot finance their budget without borrowing. 

Developing economies will need to borrow more capital for development. There should be no 

worry about public debt when we know that the debt, we borrow can be paid by itself. The 

country should also consider borrowing from this perspective. As long as we can repay the 

loan, why should we worry?  

Phong acknowledged the role of public debt in the improvement of infrastructure 

environment. Airports, urban infrastructure, communication infrastructure were benefited from 
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borrowing. Viet Nam's competitiveness index has been highly appreciated by the world 

economic organizations and increased over the years. In 2018, Viet Nam ranked 77/140 on 

competitiveness index. He discussed this positive impact: 

“According to my assessment, in the past, Viet Nam used this tool quite well. Vietnamese 

people’s life greatly improved owing to the development of the infrastructure. Enhanced 

business environment and increased investment opportunities prove the stable growth rate of 

Viet Nam.” 

These comments seem to provide evidence that borrowing for development is a good 

strategy of the Government of Viet Nam especially in the context of that Viet Nam is still a 

small scaled economy with much room for development.  

Public debt is helping Viet Nam cover the budget deficits and finance investment in 

infrastructure to resolve current problems of overloaded capacity and facilitate future 

development. An international airport with a capacity of 25 million passengers, sky trains to 

resolve traffic problems in the capital city of Viet Nam or the Shinkansen high-speed system 

connecting the North and the South of Viet Nam are indispensable investments that Viet Nam 

has to start as soon as possible. 

Several scholars supported the important role of public debt to the management of Viet 

Nam. Victorino (2017) believed that the Vietnamese government knew that if they wanted to 

compete for investment, low wages were still not enough to attract. The infrastructure should 

be good enough to attract investors to build factories in Viet Nam. The infrastructure of Viet 

Nam has been developed quite widely, with airports and roads being built across the country. 

Bloomberg (2017) stated that as one of the fastest growing countries in the world, Viet Nam is 

strengthening its infrastructure to attract foreign investors as the country aims to become next 

Asia's "tiger". Viet Nam is developing so using bonds to borrow foreign loans is normal and 

necessary. Problems often come from how Viet Nam will use that loan (Dinh, 2018). Nguyen 

Duc Thanh (2018) believed that with a developing country, debt is an essential tool to finance 

capital, to meet investment needs and to encourage production when the accumulation of 

economic is still low.  

Theme 2: Public Debt Management of Viet Nam Is Encountering Many Problems 

Data from interview show that interviewees believe that besides positive sides, there are also 

many problems related to public debt in Viet Nam. The researcher found that, interviewee was 

quite pessimistic when mentioning risks that Viet Nam may encounter when increasing public 

debts. The risks were quite various from internal problems to external issues. Risks can be 

grouped as followed: 

Public Debt of Viet Nam Is Increasing Dramatically 

Interviewees mentioned figures showing the dramatic increase in public debt of Viet Nam. 

From 2010 to 2018, this figure increased by more than 20% from 40% of DGP in 2010 to 61% 

of GDP in 2018. According to Tuan Anh, this figure is alarming because other countries in the 

region such as Indonesia, Thailand or Philippines have lower public debt rate, mainly around 

50% of GDP as reported by the IMF. 

Explaining to the sharp increase in public debt of Viet Nam, Phong stated 5 main reasons. 

First, the investment demand of Viet Nam to serve as the foundation for taking off in the context 

that private investment is still small due to impacts of the subsidized administrative period. 

Private sector is event not interested in investing especially in infrastructure when the 

government does not have appropriate mechanisms. Second, the state government’s 

expenditure is huge. Viet Nam was different from many countries in the world. Normally, other 

state government only focuses on management and on some areas. The Government of Viet 
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Nam plays as an investor, even a large investor, competing with private investors and FDI. 

Third, state-owned enterprises are contributing to increasing public debt due to their loss in 

doing business. The Government has to borrow to cover their loss. A fourth reason is that the 

recurrent expenditure of Viet Nam was very large in the context of limited budget revenues. In 

order to avoid inflation, the State has to borrow instead of printing money. Another major 

reason is the weak management of public investment which led to severe corruption in public 

investment projects.  

Increased Public Debt Led to Fiscal and Financial Unrest. 

All interviewees believed that increased public will increase the pressure to balance the budget. 

Phong explained public debt is divided into 3 parts. Viet Nam divides ODA capital into 03 

parts: 1/3 is retained for public investment, 1/3 is entrusted to state preferential credit loans 

through the system of policy banks or agricultural banks, 1/3 is granted to remote provinces 

with almost no conditions and required payment. With such nature, the Ministry of Finance 

representing the Government to pay debts. Therefore, the pressure to balance the budget or the 

pressure to pay debts is very high. Recently this pressure has increased.  

“For every VND 100, 70 VND is used for recurrent expenditure while VND 30 is used 

for debt payment. There is no capital for development investment.” 

Another interviewee mentioned the risk of complying with the conditions of the creditor. 

Even though the interviewee admitted that Viet Nam was not under pressure on political 

conditions and debt has not yet become a tool to politically govern the government. However, 

debt has been dominating the economy. This means Viet Nam has to accept appointed 

contractors, to import machines, materials and even people. Huy Tuan also pointed out 

consequence of public debt. This includes (1) we cannot get the expected outputs, (2) the work 

may not be as cheap as expected and (3) the market will be warped due to non-market 

mechanism or corruptions. 

Public Debt Management in Viet Nam Is Not Well Managed 

It is interesting that, governmental leaders interviewed did not mention the quality of public 

debt management of Viet Nam. However, scholars pointed out many problems related to 

managing public debt of Viet Nam. Viet Nam is using the definition that is different from an 

international definition of public debt. The research believed public debt of Viet Nam does not 

count appropriately debts of state-owned enterprises or enterprises that the State-owned 

dominant shares. Tuan Anh said this method of counting public debt is suitable to the context 

of Viet Nam because the purpose of the public debt used by the Government is very different 

from that used by state enterprises as well as enterprises in general. Whereas, Phong explained 

that the difference does not lie in the definition of public debt but in the definition of state-

owned enterprises. Viet Nam defines state-owned enterprises are enterprises in which the state 

holds 100% or dominant share. In this case, it is difficult to identify debt liabilities of the State 

in enterprises that the State hold dominant shares. 

Phong said: “The State should accept all the debt liabilities from state-owned enterprises 

or eliminate the broad definition of state-owned enterprises. Accordingly, only enterprises the 

State hold 100% of the capital are SOEs. Hence, debts of SOES guaranteed by the State will 

be public debt.” 

This is in line with Bui’s (2014) statement. It is quite risky when Viet Nam is applying a 

method for public debt measurement which is different from international methods. Public debt 

of Viet Nam only counts debts by the government and governmental system without counting 

debts by state-owned enterprises, public enterprises or social insurance. This is being said, if 

there is financial crisis or problem in the above-mentioned areas, the State has to cover the cost. 

However, the definition of public debt does not include these areas. 
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Tuan Anh said: “When SOEs implement loan activities, they should comply with market 

economy rules and be responsible for borrowing and using of debts.” 

According to Dat, Viet Nam does not have a public debt strategy to plan as well as control 

the debts. “Viet Nam develops a socio-economic development plan. If there is a lack of budget 

for any item of this plan, the Prime Minister will ask the relevant ministry to seek support from 

debts. We are usually surprised with the amount of debt afterwards.” 

All interviewees shared the same thought on the unclear definition of SOEs that Viet 

Nam is applying. This will lead to the ineffective management of public debt when in some 

cases, responsible people for an investment or a debt is not clear. 

Theme 3: Viet Nam Should Continue Borrowing for Development 

Despite many risks that may arise when increase borrowing, interviewees believed public debt 

is still a good tool for the Government to foster the economic development. 

Tuan Anh analysed for a small-scale economy like Viet Nam, the demand for investment 

is huge. It is estimated that until 2020, we need approximately USD 200 billion to invest in the 

socio-economic infrastructure system. Meanwhile, state resources can only meet half of the 

need, equivalent to USD 100 billion, not to mention the period of 2020-2025-2030.  

“We also have a series of infrastructure projects that must be implemented such as 

highways, expressways, high-speed rail systems, airport systems, urban infrastructure systems 

and urban transportation in big cities. With such investment needs, I think that Viet Nam still 

needs to use this public debt tool as an effective tool to mobilize resources to meet the needs 

of economic development.” 

Besides supporting the idea that Viet Nam should continue borrowing for development, 

Van Tuan also suggested that Viet Nam should quickly enhance other tools for development 

such as encouraging socialization or improving the effectiveness of public debt management. 

Van Tuan affirmed: “Like many other leading economists, I do believe that Viet Nam has to 

continue increasing the public debt. With a targeted annual growth of 7 – 7.5%, Viet Nam 

needs at least USD 25 billion for the investment. The country can only allocate only USD 11 

billion. For the rest, Viet Nam has to seek external capital.” 

Alan also agreed that developing countries have to borrow to timely meet their 

investment needs. Some investments cannot wait as they are the conditions for the development 

of other areas. Borrowing will sometimes play as an important fiscal policy to help the 

government overcome difficult moments such as financial crisis or emergencies. 

Theme 4: There Are Several Possible Solutions to Help Viet Nam Better Manage Public 

Debt. 

Interviewees suggested many possible solutions to improve the effective public debt 

management of Viet Nam. Maintaining the budget disciplines in both budget estimation and 

expenditure is very important to managing public debt according to interviewees. Estimation 

must be accurate, effective and practical. Expenditure must be in line with budget estimation. 

Overspending or deficit should be avoided. The Government must be very selective in 

investment projects to ensure that these projects are effective and efficient. The sooner facilities 

are in operation, the more benefits they will create for the society. There should be a well- 

designed monitoring mechanism to ensure the transparency and effectiveness of using and 

managing the public debt. 

The Government should apply a national mid-term financial strategy which identify 

public debts ceiling for every year and this ceiling must not be broken. This strategy will also 

state clearly borrowing, paying and public investment. Dat suggested the Government to 

continue to improve the Public Investment Law, reduce State’s investment and increase 
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borrowing and repayment responsibilities as well as the effective management of public 

investment. Applying a better definition of public debt is believed to be important in enhancing 

the debt management. “Lessons from European and other countries show that the world is 

witnessing a very important trend: The trend of converting public debt into private debt. An 

example for this is when a private bank in Spain were about to go bankrupt, the State Bank 

released USD 20 billion to save the bank. Eventually, budget was overspent, and public debt 

increased. The United States spent USD 3,000 billion or some other countries launched huge 

QE packages to stabilize the economy. In this case, public debt is increased due to private debt 

rupture and lacking investment. In the current context, public debt and private debt are flexibly 

interfered so public debts are not only from the government’s expenditure.” Therefore, the 

measurement of public debt should be more transparent and fairer taking to account of the 

responsibility of the State during crisis. 

Another solution that interviewees thought important is the individual responsibility in 

managing public debt. Hung suggested individual responsibility should go along with the life 

cycle of the project rather than limited within the working age of the project managers. This 

will help increase the responsibility from the design of the project to the management and 

operation of the investment. Huy Tuan thought it is important to have plans for debt adjustment 

and debt reschedule. Van Tuan highlighted the role of people’s monitoring and the 

transparency of public debt management. “The financial openness and transparency is very 

important”. 

While governmental officials like Dat or Tuan suggested that Viet Nam should increase 

internal borrowing to avoid interest and political risks. This is a modern trend in developing 

countries. Alan suggested that, when borrowing for development is important to developing 

countries like Viet Nam, Viet Nam should consider sources of loans to avoid public debt trap. 

One of the most effective way to avoid this is increasing market loans. These loans are not 

preferential. The government has to follow market rules and the use therefore has to follow 

market rules also. At a result, responsible persons and investments are better controlled and 

managed. 

MESSAGES FROM THE ANALYSIS OF INTERVIEW DATA 

Several messages emerged from interviews with different governmental officials and scholars 

working closely with public debt.  

• Public debt is very important to the development of Viet Nam. 

• Public debt management in Viet Nam is encountering many problems. These include 

dramatic increase of debt, financial and fiscal unrest and not quite good management 

of debt. 

• Viet Nam should continue borrowing for development. 

• There are several possible solutions to help Viet Nam better manage public debt. 

All interviewees are not optimistic about the future of public debt in Viet Nam. There is even 

an increasing worry about a financial crisis or even social crisis if Viet Nam could not control 

the budget deficit. No matter what risks Viet Nam may face, all interviewees agreed that Viet 

Nam should continue borrow for development especially taking advantage of low interest 

loans. However, the continuous borrowing should be well managed by a multidimensional debt 

management strategy. 

There is no exception to the debt crisis for any economic model and any state, including 

the world's leading economic groups and corporations. Public debt is like an age-old disease 

and a convergence of gaps in public investment management, over spending and corruption. In 

the modern world, there is an increasing tendency to strengthen the impact and transformation 

between public debt and private debt, domestic debt and foreign debt, or financial crisis and 

socio-political crisis. Therefore, the handling of these interference requires a harmonious 
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combination of both the State and the Market. It is important to recofnizing the synchronization 

as well as paying attention to the two sides of policy solutions.  

Therefore, it can be said that the task of the Government is not only to solve the problem 

of economic growth, control of public debt but also to ensure social security issues and create 

jobs. If these tasks are failed, there are many social unrest and unforeseen consequences when 

the economy is recessed, and the unemployment rate is high. When the economy declines, the 

crime rate increases dramatically along with increased social conflicts. 

More importantly, the human factor is very important in managing public debt. Debts are 

designed and decided by the human beings. If the human beings are determined in effectively 

using of public debt. All participants of interviews highlighted the importance of increasing 

individual responsibility to the investment management and public debt management.  
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ABSTRACT   

One of the pillars of cooperation under the framework of the ASEAN community that is 

important and affecting the economies of the member countries is the ASEAN Economic 

Community (AEC). The human resources development to be ready for economic integration 

must take into account readiness, especially professional services to enter the ASEAN 

competitive arena that is likely to be more violent such as lawyers. However, considering the 

fundamental readiness of the professional lawyers in Lao PDR, it was found some urgent issues 

need to be developed, including creating and developing lawyers' professional training courses 

to be truly practical courses. Therefore, the development of professional lawyers in Lao PDR 

to have the readiness, knowledge, skill, ability, and others to be able to work professionally is 

an interesting issue for study. It will lead to the development of the potential of professional 

lawyers in Lao PDR to be ready for future changes. 

Key Words: AEC, Development, Professional Lawyer  

INTRODUCTION 

The integration of the ASEAN Community Cooperation Framework from 2015 onwards will 

enable ASEAN to be a region with high competitiveness as well as the member countries that 

will have economic, society and culture progress which resulting from greater cooperation and 

trade between each other. One of the pillars of cooperation under the ASEAN community 

framework that is important and affecting the economies of the member countries is the 

ASEAN Economic Community (AEC) (ASEAN, 2012). Although the economic integration 

which is based on the coordination of interests of member countries has the same market and 

production base, and free movement of goods, services, investment and skilled labor, but in 

practice or various actions it is still under the national and international legal process that has 

been used as a framework to operate in order to create justice and equality which may cause 

conflicts in business and economic activities (DFDL, 2018). 

The development of human resources to be ready for economic integration requires 

consideration of preparedness (Swanson, 2001), especially human resources that provide 

vocational services to enter the ASEAN competitive arena with higher severe tendencies 

(Torraco and Swanson, 1995; Hassan, 2007). Like a lawyer that must be related to legal 

activities based on economic integration and free movement in member countries which results 

in those who have such professions must be a person who is competent and has special expertise 

in those professions.  

However, considering the fundamentals of abilities, and readiness of the lawyers in Lao 

PDR, it was found that there are readiness issues that need to be developed urgently which are 

research, creation and development of professional training courses for lawyers that is not still 

a real teaching course while a number of lawyers still lack knowledge, ability and experience 

for being a lawyer. Because the people who are lawyers are not the legal authorities but only 
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have passed a fair job (Lawyer Council of Lao PDR, 2017). Also, the development of language 

used in communication to understand the content and interpretation of laws, domestic and 

international legal consultation and judicial review is still less (Nichibenren, 2016). Therefore, 

the developing of professional lawyers in Lao PDR can be prepared of knowledge, ability, and 

qualifications that can be professionally practiced; those are issues that are interesting in the 

study of development guidelines to prepare for professional lawyers. This will lead to the 

development of the competency of professional lawyers in Lao PDR to be a quality human 

resource and be ready for future changes. 

LITERATURE REVIEW 

Human Resource Development 

Significance of Human Resource Development  

While society evolves into a globalization era, things that must be considered are changes in 

the environment both inside and outside the organizations. So, management in various 

organizations emphasizes knowledge, skill, and ability in the performance of personnel. In 

order to adapt and keep up with changing environment by applying new technologies to 

increase efficiency and bringing new knowledge to be used in the operation, it needs to develop 

the organization's personnel to be ready for the advancement of technology and new 

knowledge, which will help the organization to survive and can compete with other 

organizations. Therefore, organizations should give importance to human resource 

development first because it is a process that will increase the knowledge, skills and ability of 

all personnel in the organization. The main goal of human resource development work (Gold 

et. al., 2009) is for good performance of employees which is changing the behavior of work in 

order to be able to deliver the quality of work that can meet or exceed the expectations. It is 

also for the good performance of the organization such as profit, income, market share and 

sales. These all come from the ability to create and maintaining a customer base. Therefore, 

employees are like a major foundation to push, promote and support the performance of the 

organization to be better, be able to compete with the market or external competitors and can 

make that organization grow sustainably.  Also, human resource development in the 

organization was originally a matter of external development, aimed at improving the 

knowledge and skill to change working behavior. But new development focuses on the inside 

out development approach) (Wright et. al., 2003). In other words, if wanting the development 

of human resources to achieve as expected, human resource development should focus on the 

development of internal driving forces, such as attitudes, values, motivation habits. It is 

developed from the mind to enable personnel to change the way of thinking, value, faith, 

learning and developing skills by we to lead to permanent changes in desirable behavior and 

further sustainable development. 

Therefore, human resources are considered as important factors and have the highest 

value for the success of every organization rather than any resource. Human resources are the 

most important factor because the organization can progress much or less is all depending on 

the personnel of that organization. Human resources create the highest value for an 

organization. If any agency has enough human resources that have quality, knowledge and 

ability, it will enable the work to be accomplished, and achieve the set goals. People in quality 

organizations are considered to be value-added resources because the more you use the more 

experience and skill they gain. The knowledge of the people in the organization will be an 

important foundation for the higher and complicated development of knowledge. 
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A Framework of Human Resource Development 

Human Resource Development is to use the potential of each person in the operation to 

maximize the benefits of the organization and let each person having good feeling about the 

organization, be aware of their values, colleagues and organizations. When considering the 

characteristics of personnel in the organization, it will be found that there are differences in 

both the organization and personal. For the organization, it will be different according to the 

purpose and type of organization. In this regard, scholars have proposed guidelines and 

activities for human resource development as follows; 

McLagan (1989) discusses human resource development guidelines that there are 3 main 

activities, which are training and development that focuses on creating and planning learning 

that helps developing core competencies for personnel to perform current or future work. 

Organizational development focuses on the relationship within units and groups that to initial 

organizational change management. Career development focuses on individual career planning 

and organizational career management process to achieve the best results according to the 

needs of personnel and organizations. While Werner and Randy (2006) discussed the human 

resource development activities like McLagan, explaining the additional details in three 

activities that in training and development, activities will focus on changing or improving 

knowledge, skill, and attitude of people. Training often involves giving employees the 

knowledge and skill that are necessary to run a specific task or general job and attempt to 

change attitude such as training about sexual harassment. Therefore, development activities 

will be important in the long term of preparing for future work responsibility and also 

increasing the capability of employees in current operations. For organizational development 

activities, it is a process to increase the effectiveness of the organization and the well-being of 

members through the behavioral science concept. Organization development focuses on 

organizational changes at the macro and micro levels. Macro-level changes aim at improving 

the efficiency of the organization while micro-level changes aim to direct the direction of small 

groups and staff. For career development activities, they are an ongoing process that makes 

people progress through a series of unique steps related to the form and career. Career 

development will involve 2 processes, namely career planning, and career management. Career 

planning involves activities carried out by personnel with the help from consultants and others 

to evaluate the skill and ability of employees and to create a realistic career plan. Career 

management involves the implementation of important steps to achieve success as planned. It 

generally focuses on what the organization can do to support the career development of 

employees. There is a tight relationship between career development and training and 

development activities. 

Competency 

The Concept and Theory of Competency 

Competency studies began in the 1970s in the United States. From the article of McClelland 

(1973), about testing for Competence Rather than for, was found that in the test, intelligence 

and knowledge cannot determine or find that the person will be able to work with high 

performance or success in life but the competencies can indicate the person with high 

performance. From the study of Boam and Sparrow (1992) found that there are 2 reasons that 

the organization sees the importance of applying the competency concept in administration, 

which is the failure of the change process that the organization uses, whether it is quality 

improvement and management development. Those structures cannot change the behavior of 

people. The better way is to define the desirable behavior first. Most research results have 



                                                                                                       AICIBS-ICBLSS 2019 MAY (BOSTON)| PASEUTH SAVANGDY |18 

ISBN: 978-1-911185-98-7 (Online)                                        © 2019 The Author | AICSSH-ICBITM 2019 © 2019 FLE Learning 

shown the link between performance and employee behavior. Therefore, if the organization 

needs quality work, it must choose the behavior of personnel that is consistent with the work. 

McClelland (1973) gives the meaning to competency as the features that are under 

successful performance. While Boyatzis (1982) implies that competency refers to the basic 

characteristics that are inside the personnel that results in that person to have good performance. 

These characteristics include motive, trait, skill, social role or aspect of one’s self-image and a 

body of knowledge which personnel must use. Spencer and Spencer (1993) implies that 

competency means the characteristics of a person’s foundation that has a causal link with 

superior performance and can refer to benchmarks in one career or situation. And from the 

mention as above, it can be concluded that competency refers to the characteristics or a 

behavior of a person in such position resulting from knowledge, skill and personal 

characteristics. It will make that person act as behavior that can perform effectively and will 

result in the achievement with the vision and objectives set by the organization. 

The concept of competency was popular and explained by the iceberg model, McClelland 

(1973) which is that differences between personnel can be compared to icebergs. Because it 

can be easy to see and develop, which is the part that floats above the water, referring to the 

knowledge and skill that the person has. Most parts are hard to see are under the surface, namely 

motivation, habit, internal image and the role that is expressed to society. The part which is 

underwater has a great impact on the behavior of the person and is a difficult part to develop. 

The behavior of any person depends on the characteristics that the person has which described 

in the iceberg model as knowledge, skill/ ability (the part that is above the water) and other 

features (underwater) of that person. While Spencer and spencer (1993) explained that under 

the definition of specific characteristics of performance consists of 5 important elements, which 

are Motives, mean things that people tend to miss or want all the time which leads to the actions 

of a specific target while also defines and selects behaviors that are different from other goals 

or behaviors.  Traits mean physical characteristics and responses that are consistent with the 

situation or information. Self-Concept means image, values, beliefs or attitudes of a person. 

Knowledge means news or information that a person has in that particular matter. And skills 

mean the ability to express or act on work, both psychological and physical work. From the 

explanation of the elements in the meaning of competencies by the scholars, it can be concluded 

that the composition of the performance is divided into 2 parts which are characteristics that 

personnel has which are easily visible and developed, including knowledge and skills. The 

characteristics of personnel are difficult to see and develop, including personal characteristics. 

McClelland (1973) categorized competencies into 2 groups: Threshold Competency 

means knowledge or basic skills that a person needs to have and work in various positions. 

These basic competencies do not cause a person to have a better or different performance from 

others so that the performance in this group has not received much attention from scholars. 

Some scholars agree that these basic skills are not considered as competencies. The ability 

makes people different from others (Differentiating Competency) that means people working 

with a higher standard and better performance than the general person. Competency in this 

group will focus on the use of knowledge, skills and other features including values, 

motivation, and attitude to help in achieving great success of the performance. While Weiler 

and Stephen (2018) described that the competencies have 3 types: 1) Functional Competency 

that is a specific competency related to the duties necessary in a career such as finance, 

engineering or computer systems. These competencies are taught in institutions or universities. 

2) Core competency: is invisible or called as the core competency because this competency 

does not require specific techniques or functions, but it is the basic competency in work as the 

organization's membership. And 3) Leadership Competency is a competency that is important 

to directors and supervisors and has a direct relationship with work. 
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Blancero, Boroski and Dyer (1996) explained the competencies that are needed in human 

resource management as the core and needed competencies of work, consisting of 11 

competencies and being divided into 3 parts which are 1. Core competency is the competency 

that every job position in human resource management agencies must have. 2. Leverage 

Competency is an additional competency that is used in the operation. And 3. Role-Specific 

Competency is a human resource competency practitioner. Moreover, While Hearn et al., 

(1997) shown the specific ability of professions in Australia for the framework of professional 

development and found that the proficiency of the profession is derived from the appropriate 

feature groups, such as knowledge, ability, skill, and attitude. These characteristics will form 

the basis of competency. Therefore, professional ability is a common feature that is the basis 

for success in professional practice. In addition, the results of the study also found that in the 

study of 7 samples of professions including accountants, engineers, human resource managers, 

marketers, almoners, teachers and architects, in every profession there are a common ability 

factors that are solving problems, participating in the profession, reference framework, 

emotional ability, knowledge about the organization, proactive work and commitment about 

customers etc. 

Implementing the competency concept in the organization also helps to support the key 

indicators of the work to achieve the goal. Because competency will indicate which 

performance will be needed to use and help to create better organizational competency if 

wanting to achieve the goal according to the main indicators of the work.  If employees can 

adjust their competency to the desired results of the organization at all times, in the long run, 

it will result in a specific competency of that organization and can also make the organization 

achieve the most effective work. 

Concept of Attorney-at-Law License  

Lawyer is one of the justice systems which are not less important than the judge, prosecutors 

or other professions. The lawyer is honorable and accepted by the people and every profession 

in accordance with Section 2, the Law on Lawyer of the Lao People's Democratic Republic 

with revised version in 2017, defining the lawyer as a person who is licensed by the state to 

provide professional legal services to personnel, juristic person, establishment and association 

to protect the rights and legitimate interests of their clients, and guarantee justice for parties as 

stipulated in the law. The rules and regulations within the council of lawyer’s state that a lawyer 

is a person who is licensed to be a lawyer from the Ministry of Justice and represents the clients 

in the defense of the case which is conducted in court from the law on lawyers. Rules and 

regulations within the lawyers' council refer to lawyers who are professional in the field of 

jurisdictions and have the right to become lawyers whether in court or in writing for legal 

claims that they are defending against their legal counterparts as well as represent the opinion 

of the defense in the court. (Lawyer Council of the Lao People's Democratic Republic, 2017a). 

 Therefore, the main practice of lawyers in Lao People's Democratic Republic is a court 

action. However, if considering the professional practice of lawyers in reality, will find that 

apart from being a representative of the clients in the defense of the case related to the court, it 

also includes being a case counselor both facts and legal issues and accepting to do various 

contractual acts in the business of trade for private agencies as well as other activities related 

to the legal profession. From considering the meaning of lawyers under the law on lawyers and 

regulations within the Lawyer council, Lao People's Democratic Republic (revised version) 

2017 (Lawyer Council of the Lao People's Democratic Republic, 2017a) can be seen that the 

practice of lawyers is not only in the courts but also for advice and consultation on various 

issues. Therefore, when considering the scope of work of a lawyer, it may be divided into 2 

forms, which are 1) Legal advisor form; is consultation, giving advice or opinions on matters 
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related to law, drafting and preparing a juristic contract for commercial registration, tax 

planning, and accounting. It also includes negotiation and compromise on trade and 

contracting, of business such as loan agreements, joint ventures, project management contracts, 

construction contract, franchise agreement, agent contract, application for various licenses that 

are necessary and related to business operations And industry Requesting and extending 

licenses related to business and industry, application and extension for work permits of 

foreigners,  application and extension for visa including the negotiation of compromises to 

settle disputes without having a case into the court proceedings. 2) The form of being a lawyer; 

is a legal action of defending the in the court as well as go to act on behalf of other people as 

required by law. This is a legal act for helping the general people. It can be noticed that the 

performance of duties in the court is considered a true duty of lawyer who must use legal 

knowledge to help people. 

Concept of ASEAN Economic Community 

ASEAN Community is the goal of the integration of the 10 ASEAN Member Countries 

(ASEAN, 2012) which are Republic of Indonesia, Republic of the Philippines, Republic of 

Singapore, Malaysia Federation, Kingdom of Thailand, Brunei Darussalam, Socialist Republic 

of Vietnam, Lao People's Democratic Republic, Republic of the Union of Myanmar and 

Kingdom of Cambodia in order to increase the bargaining power and competitiveness of 

ASEAN in the international arena in all aspects including the ability to cope with new problems 

at the global level that affects ASEAN, such as global warming and terrorism. In other words, 

being an ASEAN community is to make ASEAN Member Countries become "The same 

family" that is strong and has good immunity. Family members have good living conditions, 

safe and able to trade more conveniently. The main driving force for the ASEAN member 

countries to agree on the establishment of the ASEAN community which considered as a major 

improvement and the foundation of ASEAN development is the international environment that 

has changed in politics, economy, and society. The ASEAN Community was formally 

established in October 2003 as the ASEAN leaders signed the ASEAN declaration on 

cooperation called "Bali Agreement 2" to approve the establishment of the ASEAN 

Community by 2020 but later agreed to complete the establishment in 2015. 

The ASEAN community consists of 3 sub-communities, which are like three related 

pillars (ASEAN Secretariat, 2008; 2009a; 2009b), which are 1) ASEAN Political and Security 

Community that aims for peaceful coexistence in the region with a system to resolve conflicts 

between each other, well stable in all aspects, a framework for cooperation to deal with security 

threats in both the original and new forms in order to make people safe and secure. 2) ASEAN 

Economic Community focuses on economic integration and facilitating the trade between each 

other which will make the region flourishing and can compete with other regions for the well-

being of people in ASEAN countries. 3) ASEAN Social and Cultural Community, it is for each 

ASEAN member country to live together under a caring society concept, have good social 

welfare and social security. 

For the pillar of ASEAN Economic Community (AEC) establishment, the objectives of 

the ASEAN  vision 2020 will be to ensure that Southeast Asia is stable, flourishing and able to 

compete with other regions by (ASEAN Secretariat, 2008); 1) Aiming to achieve free flow of 

goods, services, investments, capital, economic development and reducing poverty and social 

inequality by 2020. 2) Aiming to establish ASEAN as a single market and as a production base 

by initiating new mechanisms and measures in compliance with existing economic initiatives. 

3) Assisting the new member countries of ASEAN (Cambodia, Laos, Myanmar, and Vietnam 

or CLMV) to reduce the gap of development level and help these countries to participate in the 

ASEAN economic integration process. 4) Promoting cooperation in monetary and economic 

policies, macroeconomics, financial markets, and capital markets, insurance and taxation, 
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infrastructure and transportation development, legal cooperation framework, development of 

cooperation in agriculture, energy, tourism and human resource development by raising the 

level of education and skill development. In this regard, the ASEAN leaders agreed to expedite 

the consolidation of 11 major products and services into pilot branches, namely agricultural 

products/ fishery products/ wood products/ rubber products/ textiles/ automotive/ electronics/ 

information technology (e-ASEAN)/ Health services, travel and air transportation (aviation). 
PATH FOR IMPLEMENTATION 

Country development based on competition in the modern economy with the use of technology 

and knowledge as the basis for development enables each country to expedite the preparation 

and the creation of a human resource development system to be able to adapt to the modern 

economic system promptly. It is to be a strong foundation for strengthening competency and 

national competitiveness (Edvinsson and Malone, 1997; O'Sullivan, 2000). Therefore, human 

resource development, which is as the heart of national development in the era of competition, 

must focus on the knowledge, skills, and ability of human resources to be able to adapt in 

changed environment. While human resource development introduces new knowledge to use 

in the operation also needs to be developed to be ready for the advancement of technology and 

new knowledge which will help the organization survive and be able to compete with other 

organizations. 

While the development of human resources to be ready for the integration of economic 

groups at the ASEAN level, it must take into account the readiness to enter the higher severe 

tendencies of competition stage (Torraco and Swanson, 1995; Hassan, 2007). Especially the 

profession that provides services such as lawyers who must be involved in legal activities based 

on economic integration and free movement in member countries as a result, lawyers must be 

proficient and have professional expertise. That is, they must have competency in the 

profession (McClelland, 1973) which will help the lawyer's work to be effective and efficient 

(Draganidis and Mentzas, 2006; Whiddett and Hollyforde, 2003). 

 However, based on the study of basic information on the competency and readiness of 

lawyers in the Lao PDR, as well as the literature review found that lawyers in Lao PDR still 

lack the readiness that needs to be developed to be able to compete in the ASEAN Economic 

Forum, which are knowledge, ability, experience as a lawyer, development of communicative 

language to understand the content and interpret the law, internal and international legal 

consultation. The experience of conducting a case in the court is still less (Lawyer Council of 

the Lao People's Democratic Republic, 2017b). Creating and developing lawyers training 

courses are not able to truly respond to use. From the problems of development and preparation 

of such human resources, it can be seen that lawyers in Lao PDR still lack professional 

development in terms of knowledge, skills and abilities. Therefore, competency development 

is one way that will make lawyers in Lao PDR having the readiness of knowledge and skills as 

well as being able to practice professionally (McClelland, 1973). Because competency 

development is needed to perform in a clear duty or role (Quinn et. al., 1990). It can be widely 

used in the management of people and organizations and can also make the organization 

achieve the most effective work by pulling out the potential of people to fully utilize. 

Competency can be considered as a tool to help to develop the employee development plan in 

a clear direction that meets personnel’s needs. It helps to select people who have good 

characteristics knowledge and skills, personal characteristics and behavior that is suitable for 

the career to accomplish the task according to the needs of the organization. Also, employees 

can also know what level of skill they are at and what matters must be developed. That will 

cause more self-learning (Spencer and Spencer, 1993). 
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CONCLUSION 

Human resource development is the heart of national development in the competition era at 

this moment. Especially the development of human resources to be ready for the change of the 

economic situation which must take into account the preparation, especially skilled labors and 

also the professional labors who have to prepare to enter the international competition that has 

a continuous tougher trend. For the professional development of lawyers to be standardized 

and ready to compete in the ASEAN arena, education for improving the readiness of lawyers 

in Lao People's Democratic Republic (Lao PDR) to support the ASEAN community is an 

interesting issue to study. Especially the application of competency development concepts in 

education to make the lawyers having knowledge, expertise and being able to perform better. 

Besides, it also leads to the development and upgrading of the capability of lawyers in Lao 

PDR to be quality human resources and be ready for future changes. The study can be 

researched in quantitative, qualitative or mixed forms. The study also depends on the guidelines 

of the researcher in terms of research philosophy, research strategy and the research 

methodology that the researcher has believed as well as access to information from various 

sources. The results of the research will affect the country's key goals, namely the development 

of quality and professional standards and education to have available jobs and creating jobs as 

well as generating income for society and the country. 
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THE GREEK SHIPOWNERS AND THE TRADE DURING THE PERIOD 1830-1914. 

THE PASSAGE FROM THE WOODEN SAILING SHIPS TO THE HYPER-

ATLANTIC ENGINE PROPELLED SHIPS 

MRS. IOANNA-ELISSAVET KALOKAIRINOU1  

ABSTRACT 

The changes in the cargo and the passage from the Mediterranean Sea and the wooden sailing-

ships to the steamships and the Hyper Atlantic engine propelled ships. We analyze the 

commerce from one port to another and we distinguish the era into three periods. The first, 

1830-1870, is the period before the steam. The trade concerned the transportation of 

agricultural products to Southern Europe by the wooden sailing ships. The second, 1870-1900, 

is the period where the steam propulsion was gradually introduced to the Danube ships. The 

net is expanded with the addition of the coal and oil transport. The third, 1900-1914, is the 

period when the first engine-ships appeared. The Greek shipowners moved their affairs to the 

ports of Piraeus and London, New York and Boston. 

Keywords: Greek, trade, sailing-ships, steamships, engine-ships. 

INTRODUCTION 

The search field concerns the Greek trade during the 19th century and the beginning of the 20th 

century and the adoption of the new technology of the steam machine and the diesel engine. 

We analyze what merchandise was transported, from were to be, who was transferring, in what 

kind of vessels and what routes were followed. The analysis is divided into three periods. The 

first, 1830-1870, known as the Chiot net, it was centralized in Chios, island of the Aegean Sea. 

It concerned the transportation of agricultural products by the wooden sailing ships, which were 

manually constructed in the Greek islands. The second, 1870-1900, is the Ionian net. New trade 

center became Cephalonia, island of the Ionian Sea that is deeper and closer to Southern 

Europe. We focus on the changes in the ship technology. The steam was first applied to the 

river sailing wheel-ships and later to the ocean iron ships. The net is expanded with the addition 

of new ports dealing with the Danube wheat trade and Constantinople oil transport. The third, 

1900-1914, is the period when the Greek shipowners moved their affairs to the ports of Piraeus 

and London. We have the first engine-propelled ships which are classified in categories 

according to their cargo. The trade became larger and new ports are added to the commercial 

net.2 

SHIPPING ROUTES AND CONTEMPORARY SAILBOATS 

The layout of the Chios Island Net. 

The first contemporary trading network was developed in the Aegean Sea around Chios in 1830 

as Greece was under the Ottoman Occupation from 1453 until 1821. The War for Independence 

lasted until 1830, year of the Reformation of the Greek Nation whose Capital city became 

Nafplion, the main port of Greece. The commerce extended from the ports of the Black Sea to 

the ports of England with the conjunctions of Marseille, Livorno and Trieste, which were also 

the places of transmission of the cotton of Alexandria to all Europe. The maritime center of the 

network was the island of Syros, the financial center was Constantinople and the commercial 

center was Smyrna. The key to the success of the Chios Net was the link between the 
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industrialized countries of the West and the unexplored countries of the Black Sea (Raymond, 

(1987). 

The Trade during the Chios Island net. 

The port of Liverpool: During the 1840s and 1850s, there were 58 Greek commercial houses 

in England. The shipowners Schilizzi, Papagiannis and Tympas together controlled the 41% of 

the total capacity of the ships that entered the port of Liverpool in 1850. These ships came from 

Alexandria, Constantinople, Galatsi, Braila, Odessa, Patras, Thessaloniki, Syros and Smyrna. 

Schilizzi owned 52 vessels, Papagiannis 26 and Tympas 9, which equated to 87 vessels with a 

total capacity of 13,576 deadweight tons against the English shipowners, which in total had 

fewer vessels, 84, but of a capacity of 19,705 dwt, which was the 59% of the total capacity of 

ships entering the port of Liverpool in 1850. The Greek shipowners organised the majority of 

the global trade in cotton, cereals and dried fruits. The shipowners Rallis, Rodocanachi, 

Spartalis and Georgakopoulos were the exclusive importers of dried grapes from the port of 

Patras to the ports of England. It is necessary to note that in order to reduce the cost of transport, 

a large number of traders were allied and chartered ships together. This was also a chance for 

a cost reduction for the shipowner, who could take advantage of the whole capacity of the ship 

and make fewer trips. The trade mainly involved the transport of cheap bulk commodities such 

as cereals, cotton, flaxseed, wheat, wool and animal fat and in the second place, the transport 

of wine, oil and dried fruits from the Greek colonies of the Northeastern Europe. On the way 

back from Liverpool, London and Marseille, ports of the industrialized countries, Greek ships 

were carrying manufactured goods requested by the countries of the Eastern Mediterranean, as 

for example the fabric.  

The port of Marseille: Founded in 600 BC by Greek sailors, it was always a place with a 

major Greek community. From the sixty shipowner families we can distinguish the 

Rodocanachi who was the richest shipowner of Marseille. In 1840, his house chartered 48 

vessels with a total capacity of 11,952 deadweight tons. All the ships were loaded with wheat 

from Odessa, Taganrog, Berdiansk, Braila, Galatsi and Constantinople. The house of the 

Zizinias family, was ranked second and chartered 29 vessels of 6,211 dwt that were importing 

cotton, wheat and cereals from Alexandria, as well as oats and sesame from Constantinople 

and Thessaloniki and wheat from Braila and Galatsi. In 1850, the Dromokaïtis house rose from 

the fifth to third position with 18 vessels of total capacity of 3,648 dwt which carried the 

Alexandrian cotton, Constantinople wheat, Odessa flaxseed and traditional Smyrna products. 

The shipowners Argentis, Rallis and Schilizzi, who were acting independently in England, 

formed a union at the port of Marseille and in 1860, they achieved the second place in charting 

46 vessels of 9,962 dwt, after Spartalis, who chartered 61 vessels of 12,353 dwt, carrying, as 

in England, wheat, wool and raisins (Harlafti and Theotocas, 2007). 

Shipbuilding in Spetses. 

The case of the island of Spetses, founded since the Neolithic years, that was called Pityousa, 

had always been a place of construction of the sailing ships and was important for two reasons: 

a) Its geographical position, it is located in the Argolic golf near the continent and thus enjoys 

the calm sea. This has attracted many shipowners over the years to manufacture their boats to 

the assured bays of the island. b) Its rich pine forest, a rare feature of other Aegean islands. 

Pine species are resilient and perennial and ideal for the manufacture of boats. In Spetses, 

shipbuilding was cheaper because raw materials and labor came from the island. All the 

inhabitants participated in the work that, directly or indirectly, contributed to the merchant 

marine. The making of a traditional boat, concerned the way in which the woods were well 

matched and tied together. The construction of each piece was done with the least of tools and 
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the greatest of geometric inventions. The carpenters were using simple tools made by 

themselves during the entire construction chain, from the cutting of trees to the arming of ship. 

Competition among the shipowners has led to the expansion of well-organized enterprises and 

the construction of larger and more beautiful sailing vessels. The accumulation of know-how 

passed to each generation during the years. As a result, the carpenters became more and more 

specialized. They were former manufacturers at the Arsenal of Venice which existed since the 

8th century while Venice was a supplier of the Byzantine Empire. These builders then took 

care of the manufacture of the ships in Spetses by importing their knowledge of this famous 

shipyard, in spite of the strict protection of the secrets of the art applied by the Italian state 

(Spetses Research Team, 2016). 

Hull, masts and sails. 

The hull of curved form consisted of pieces which together drew the plating, the outer part of 

the hull which must be the tighter possible. For this, the choice of the type and thickness of 

wood was done by the carpenters who used either pine wood or oak or fir. The stability of the 

vessel depends on the size, the design, the length between the perpendiculars and the quality, 

quantity and density of the wood. Regarding the advancement of the ship in the water, the 

speed depends on the wind. The arrangement of the sails on the masts according to the wind 

and the type of the veil was the business of the gabiers. The square sail was the oldest type of 

rigging in Europe. Later on, the enlargement of the ships' size increased the height of the masts, 

multiplied the square and added the triangle sails. The gabiers were distributed to the masts: 

the fore mast, placed at the front, the mainmast, the tallest one placed in the middle, and the 

mizzen mast situated at the rear of the ship. That was the case of a three-mast ship, the most 

usual type of sailship in the 19th century (Destuynder and Fabre, 2012; Dominique and 

Dominique, 2005). 

The layout of the Cephalonia Island Net. 

In the 1870s, the increased needs of international trade imposed two things: the rising of the 

size of the sailboats and the distinction between the profession of the shipowner and that of the 

merchant. These developments led to new situations. Regarding the products transported and 

the size of the ships, the maritime trading center had to be transmitted from the Aegean Sea to 

the Ionian Sea in order to take advantage of the great depth of water at the ports and of their 

closer location to the western countries. Regarding the expansion of commercial affairs and the 

division of labor, the staff had to be more specialized. The shipowners were taking courses in 

business management and the captains were graduating from Universities. There has been an 

increase in the volume of the traditional products already transported and an addition of new 

commodities to the trade, such as petroleum and coal. The Ionian net was consisted of one 

hundred and forty families, half of which continued from the Chios net and the other half 

included new shipowners from the Ionian Islands such as Cephalonia and Ithaca. At the ports 

of these islands, covered with dense fir forests ideal for the hull construction, were developed 

the contemporary shipyards that were building the new-technology competitive ships (Harlafti, 

2001a). 

By the mid-19th century, the sailships were being gradually developed into the 

steamships. The first to use the steam engines were the English. Although the final benefits are 

considerable: speed, navigation under all weather conditions, regular journeys, it took almost 

a century for the total capacity of the steamers to exceed that of the sailing ships, since from 

the end of the 18th until the end of the 19th century, steamships were also characterized by 

significant disadvantages. The consumption of large quantities of coal and the occupation of 

the ship's cargo space to store fuels has made distant journeys unprofitable for shipowners. In 

addition, the first decades of their appearance, when the steam propulsion machine was not yet 
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evolved, the steam engines were late, produced too much smoke and often exploded. On the 

contrary, sailing ships, being still a safe, fast and irreplaceable means for the oceans trade, they 

were improved by taking advantage also of the progress of graphic maps of oceanography and 

meteorology. In the middle of the 19th century, the publication of a pioneering work also took 

place, that of the Captain Matthew Fontaine Maury, the "wind charts". It was based on the 

statistics of prevailing winds by zone; he drew nautical charts showing the roads where the 

winds were stronger and more regular (Fontaine, 1852). 

The trade during the Cephalonia Island Net. 

The families of this net operated seventy-five commercial and maritime houses which were 

concentrated at the Danube, Braila, Galatsi and Sulina ports. Most of them came from the 

islands of Cephalonia and Ithaca after the Crimean War. The countries that gained their 

independence like Romania were the second largest suppliers of wheat, after Russia, making 

30-40% of total exports. The Danube countries were also privileged by the deepening of the 

river which allowed in this way the navigation of larger ships. To these sailing ships the 

mechanists applied the first steam engines. The Greek houses located there, were transporting 

wheat via the Danube River to the ports of the Western Europe. Thirty families of the 

shipowners of the Ionian net were active in the cities of southern Russia, especially the Azov 

Sea, in Taganrog and Berdiansk. Ten were located in Odessa and Nikolayev and six at the ports 

of Caucasus and Batumi. Constantinople was the largest economic center where ten families 

regulated the commercial and financial affairs of the shipowners. Piraeus has been developed 

at the moment to a supply station. Tankers coming from Constantinople were charging the 

ships in Piraeus so that they could continue their journey westward. The trade network, 

extended until the 1900s, was marked around the 1880s by the change of steam propulsion 

technology. In 1895, the Danube Ionians had the 72% of the total number of the sail bulk 

carriers and the 55% of the total number of the steam powered tugs. The owners of these vessels 

were either traders of wheat or shipowners or nautical agents. This year was concluded by the 

fall of the presence of the Greek shipowners to the Danube region and their gradually 

installation to the port of Piraeus. The commercial changes caused by the communism and the 

competition with the English, who were trading with larger and more advanced steamers, hit 

the Greeks during the adoption of the new steam technology (Labaree, 1957). 

The investment of the Greek shipowners in the steamers. 

A sign that characterizes the investments of the Greek shipowners of the Black Sea is the 

purchase of used steamships. Greece had neither the technology nor the capital to build entire 

steamships. However, at the Greek shipyards, the shipowners began to repair the steamers 

which the English no longer wanted. It is noted that in 1899, the Greek shipowners bought used 

British steam ships of total displacement of 36,471 deadweight tons. This is why at the dawn 

of the 20th century, the Greek steam and sailing ships had an increased capacity of 284,173 to 

398,356 dwt. It was this second-hand market from which the shipowners started to accumulate 

the capital that comprised the basis of the development of the modern Greek merchant marine. 

Afterwards, when their fortune was increased, they could order new steamers, as it was the 

case of the Greek shipowners of Marseille and London, Ballianos, Empeiricos and Papagiannis 

who bought new ships manufactured at the English shipyards. From 1880 to 1885 these 

shipowners were able to purchase twenty new steamers with a total capacity of 17,446 dwt. 

The members of the Ionian trade network who have invested in the purchase of steamers have 

gradually abandoned all their other activities and they were focused only on the profession of 

the shipowner. We note the case of the shipowner Ballianos who was responsible with all the 

services of the ships of Nikolopoulos. Ballianos owned or administrated the ships, but he was 
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not a trader. The craft of the nautical agent was emerged in Constantinople as a branch of that 

of the shipowner. The port of Constantinople was the center of the Ionian trade network and, 

because of its position and size, it was the place from where the tankers were leaving to supply 

other ships. The city was full of branches of banks and insurance companies. The nautical 

agencies undertook all the activities, from the moment of the transmission of the goods to the 

ports of loading until the moment of the arrival of the cargo to the port of the destination. They 

took care of the financing of the trip, the payment of the salaries of the crew and the insurance 

of the goods. At the port they distinguished and assured differently the cases of the cargo loaded 

on the hold and that loaded on deck (Kardasis, 1993). 

THE TECHNICAL EVOLUTION AND COMPETITION. 

The clippers. 

At the American shipyards new competitive long-haul boats were built. Engineers designed 

sorter masts and wider sails, which gave the ships more stability. Their capacity varied from 

1,500 to 5,000 deadweight tons. At the top of this type of ship was the American "clipper". The 

clippers had three or more masts with square sails on the mainmast and foremast and auricles 

on the mizzenmast. They were the fastest ships and were intended rather for the trade of high 

added value goods, tea, cotton and cereals. They possessed fine and narrow hulls and numerous 

large sails. Apart from these advantages, the American clippers did not last enough because 

they were built with white wood; a weak material. They carried cereals from New York to 

Liverpool in 15 days and thus dominated in the Atlantic trade for twenty years, 1850-1870. At 

this time, cereal imports into England increased from 13% to 39% causing a crisis in the trade 

of cereals imported from Eastern Europe by the Greek shipowners. The 64-meter-long 

Dreadnought clipper of 1,500 deadweight tons, built by Currier and Townsend in Newburyport, 

regularly traded the Atlantic. On the return, it was transporting manufactured goods and 

immigrant passengers from Liverpool to New York. The English clippers, competitors of the 

Americans, after the cancellation of the monopoly of the East India Company, they carried out 

the tea trade from China. It was a far-off destination for steamboats that still consumed large 

quantities of coal. On the 17th of November 1869, the opening of the Suez Canal in Egypt 

between the city of Port Said of the Mediterranean Sea and the city of Suez of the Red Sea, 

which connected the two seas, dramatically decreased the distance between Europe and Asia 

and the ships were no longer touring Africa. After that, steamboats, benefitting from short sea 

streets, have largely entered the world trade by reducing the number of sailing boats (Hamilton, 

1910). 

The metal sailboats. 

On the eve of the 20th century, the sailing ships were even improved and diversified according 

to their cargo. We observe the shipbuilding of large vessels specialized in the transportation of 

wheat and mineral oils. A major step was taken gaining advantage of the new techniques of the 

industrial evolution. At the American and English shipyards, the engineers began to build 

sailboats with ironed and not wooden hull. Those boats were more resistant to corrosion caused 

by the Sea and gave more space for the placement of goods. In addition, the builders put steam 

powered winches for the lifting of the goods and mechanical coils for the winding of the sail 

ropes. This, apart from all the favorable consequences of automation, resulted in the dismissal 

of the staff who was doing all this work by hand. In turn, the restriction of the number of 

seafarers reduced the operational cost of the shipowners' enterprises and increased the profit 

margin rate, giving the opportunity for new investments. In 1910, the sailboats possessed the 

first three-phase electric machines. Progress has not only simplified the work of the staff in the 

ships, but also their daily life into them (Gilford and Gilford, 1998). 
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The first steamships. 

Until the early 1783, steam engines were being used only in industry and mining. It was in the 

middle of this year that the first steamship "Pyroscaphe" of 46 meters in length and 182 tons 

of deadweight, built by the French engineer Claude de Jouffroy, made a demonstration run 

duration of a quarter of an hour up the Saone River, from Saint-Jean Cathedral in Lyon to the 

island of Barbe. The study of thermodynamics as a science of the function of thermal machines 

by Nicolas Sadi Carnot in 1824 put the principles that improved the performance of the steam 

machine. The first applications of the steam to the navy concerned the installation of 

paddlewheels on both sides of the boats travelling near the shores. These were the transformed 

sailboats. France, a pioneer in these new ships, however banned them at the end of the 18th 

century because of the many accidents, rather fires caused by the explosion of fuels. At the 

same time, the steamships in England experienced a boom, the "canal mania", as this type of 

transport was less expensive. During the 19th century, Greek, English, French, Austrian and 

Italian steamers circulated to the rivers all over Europe, from East to West, to the Danube, to 

the Tiber, to the Saone, to the Thames. They carried solid, heavy and loose bulk goods, coal, 

ores, sand, cement, food products such as cereals, flours and raw sugar and liquids, oil and 

wine. These types of vessels, bulk carriers, are specialized in each commodity. Oil, for 

example, is transported by tankers, ores by ore carriers. In 1812, the contractor Henry Bell's 

"Comet" vessel, of 14 meters in length and 28 dwt, was the first to emerge from the Clyde 

shore to the British Isles. It was created at the shipyards of Glasgow, it had sails and two engines 

of steam propulsion. Then, on March 16th, 1816, the "Elise" of the French company Pajol, 

crossed the Channel. It was a vessel of 21 meters long and 70 dwt built at Dumbarton, fully 

propelled by steam. In the United States, in August 1807, took place the inauguration of the 

first commercial steam line created by the engineer Robert Fulton at the yards of Charles 

Brown. "Clermont", 50 meters long and 150 dwt, whose steam engine was made by James 

Watt, was crossing the Hudson River in New York. On May 24th, 1819, the Savannah ship of 

the Scarborough and Isaacs American Company, manufactured at the Fickett and Crockett 

shipyard, left Savannah and crossed the Atlantic towards Liverpool. The transatlantic trip lasted 

one month, of which only 90 hours were of steam propulsion. It had 30 meters of length and 

320 of dwt capacity, three masts and a two-wheeled steam engine. The English ship "Great 

Western" of the shipowner Isambard Brunel manufactured in April 1838 at the shipyard 

William Patterson, had sails, but made the trip from Liverpool to New York in 15 days and 10 

hours powered only by a steam-machine. It had 71.6 meters of length and a capacity of 1,340 

dwt. Its large size was explained by the fact that it also transported passengers (Belhoste, 1985). 

The stealsteamers. 

Steam ships have simultaneously noted progress. The use of iron developed the architecture of 

shipbuilding into science. Engineers had to study the water resistance as well as the power and 

pressure of the steam engines. In 1867, the iron industry was marked by an innovative 

manufacturing method: the development of the steel. The first steel ship was the "Redoutable", 

a French battleship built in 1873 at the Lorient shipyard with a length of 100.7 meters and a 

displacement of 9,224 deadweight tons. Steel is obtained from industry by the addition of high-

quality ore cast iron. This is the Martin process, the competitor of the Bessemer process. The 

Martin process, based on the Siemens regenerators, brought two practical solutions: the 

production of steel either by refining the iron or by recarburizing the iron. The early process 

was not demanding in terms of the quality and purity of the cast iron used at the time of the 

recarburization, which means that it had to be phosphorus-free. But for practical reasons, 

medium-grade minerals were also added at the Sireuil and Ruffec refineries. Pierre Martin 
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chose these fonts in order to use the resources of the French land, which are relatively poor in 

terms of quality. This is the reason why Henry Bessemer was always very late in producing at 

the Meurthe-et-Moselle factory the cast iron obtained from high-quality ores. High-quality ores 

are hard to find because iron resources in France are composed of medium grade oolitic and 

phosphorous ores of poor quality. On the other hand, England, taking advantage of a land richer 

in high-quality minerals, has gained the comparative advantage of the transformation of iron 

into steel; a strong point for the construction of steel ships at the English shipyards (Passaqui, 

2013). 

The new engine ships. 

As a result, new improved metallurgical techniques in the construction of steamships have 

changed the steps of shipbuilding. The assets of the steel are apparent. It is stronger, lighter and 

cheaper than the wood and iron traditionally used in the manufacture. The weight of a wooden 

ship was reaching the 50% of the displacement of the water and that of an iron ship the 35%. 

On the other hand, a steel ship was displacing only the 30% of the water. Moreover, it had a 

longer life, it was more stable and safer to navigate, and when it needed repair, it was less 

expensive. Another element that is also interesting from the point of view of the size is that the 

maximum length / width ratio of wooden vessels was 4, but that of metal vessels 9.5. 

Technological innovation was not limited to the use of metals as a shipbuilding material but 

continued to evolve the mechanical parts of ships and their steam engines. The simple machines 

have become double-cylinder, then triple-cylinder, three-cylinder, high, medium and low-

pressure cylinder and finally four-cylinder expansion arranged in V-format which is twice as 

fast as the generators in line with the same number of cylinders. Then the complex machines 

consisting of multi-expansion steam compound locomotives were inaugurated. The new 

machines had more power than their previous ones, they saved energy and took up less space. 

In the decade of 1890, the steam engine was developed by the thermodynamic external 

combustion steam turbine invented by Charles Parsons and by the electric motor based on the 

electromagnetism. Charles Parsons founded the Parsons Marine Steam Turbine Company in 

1897 to promote the Naval Steam Turbine he had invented. During this year also took place 

the invention of the diesel engine by Rudolf Diesel. It was a two-stroke internal combustion 

engine with supercharging by compressor and pneumatic injection of fuel. Its light weight due 

to mechanical reinforcements and the complexity of its pneumatic injection pump, leaded the 

diesel engine to be used in heavy equipment. In the early 20th century, the invention of 

mechanical injection by Prosper Orange, a simpler and lighter system, made the diesel engine 

more convenient to use. After World War I, Diesel was applicable throughout the maritime 

sector (Yves, 2002; James, 2006). 

CONCLUSION 

Through the years the Greek shipowners developed a huge commercial net travelling the Sea 

and connecting the ports of the world, from the East to the West. The idea to compete with the 

new needs of the consumers and the transportation of more products, has always led to the 

invention of new ship engineering methods and new building technology. In any case, the 19th 

was the pioneer century that transformed the classical cargo sailing boats to the recent engine 

propelled ships. 
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A STRATEGIC VISION FOR VIETNAM IN THE INDUSTRIAL REVOLUTION 4.0 

DR. ANH DUC TRAN1, TRAN DUC BINH2**, NGUYEN THI LE VAN** 

ABSTRACT 

Viet Nam has been driving the development towards becoming a highly industrialized and 

modernized country for 40 years. All Viet Nam’s socio-economic development strategies are 

in line with this vision. Viet Nam, however, needs a sharper strategy to take advantage of the 

significant technology development and the information technology booming, also known as 

the 4th industrial revolution or the industrial revolution 4.0. This research aims at identifying 

key factors that Viet Nam should take for a comprehensive national strategy to develop within 

the industrial revolution 4.0. This will help policy makers, researchers and even managers work 

out a strategic vision for the economic development in Viet Nam. The research will conduct a 

survey with 145 people working for the government or academies and managing enterprises. 

Findings of the research include level of awareness about industrial revolution 4.0, the 

readiness or existence of the industrial revolution 4.0 in Viet Nam. Three factors are also 

identified to be the key elements of a strategy for economic development in Viet Nam including 

human resources, policies and infrastructure. 

 

Keywords: The fourth industrial revolution, industrial revolution 4.0, strategic vision, Viet 

Nam 

INTRODUCTION 

The fourth industrial revolution is breaking out dramatically all over the world as well as in 

Viet Nam. The fourth industrial revolution is at the first stage of its evolution characterized by 

the application of advanced technologies such as the 3D printing, biotechnology, new 

materials, automatic and robotic technologies, artificial intelligence etc, to optimize new 

processes and operation of the the automatic production. The fourth industrial revolution is an 

opportunity and a stimulant for Viet Nam to promote the industrialization and modernization 

of the country. 

The fourth industrial revolution are featured by two elements including first, the 

advanced information technology and the Internet with the peak of the internet of things and 

second, the interconnection between economic objects and processes. This means the 

interconnection creating models of direct sharing resources between individuals is materialized 

by the information technology and the Internet with an aim to optimizing all social resources.In 

other words, the fourth industrial revolution is diluting the border between the real and the 

visual world through applying advanced technologies and continuous innovation. 

However potential it is, the fourth industrial revolution is a huge challenge to Viet Nam 

in the near future. The challenge lies in the swift shifting from an economy based mainly on 

natural resources and low labour cost to an economy of knowledge and advanced technologies. 

It is believed that the fourth industrial revolution is happening globally quicker than any 

previous industrial revolution. It will change the whole production and management all over 

the world. In the 2018 World Economic Forum, the Prime Minister of Viet Nam, Nguyen Xuan 

Phuc said Viet Nam is well aware of the strong influence of the fourth industrial revolution. 

Viet Nam has been preparing for this and it is high time for Viet Nam to start the revolution. 
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The Government of Viet Nam should be the pioneer of the revolution to become a 

revolutionized government. This government will be fully capable of managing the country in 

the digital era. Besides, all levels of the government as well as the whole society have to change 

the mind and the action to take advantage of the advanced technologies and to overcome 

challenges that may arise in the digital boom (Xuan Phuc, 2018).  

Given the importance of the fourth industrial revolution to Viet Nam, this study will seek 

to identify key factors that influence the implementation of the fourth industrial revolution in 

Viet Nam. This will give a hint to the policy makers of Viet Nam to a strategic vision for the 

economic development in the digital era. 

Figure 1: Artificial Intelligence - AI (Source: Lesaffaires Magazine) 

 

LITERATURE REVIEW 

What is the fourth industrial revolution (IR 4.0)? 

Previous industrial revolutions have been characterised by the adoption of various techniques 

for production. “The First Industrial Revolution used water and steam power to mechanize 

production. The Second used electric power to create mass production. The Third used 

electronics and information technology to automate production. Now a Fourth Industrial 

Revolution is building on the Third with the digital revolution occurring since the middle of 

the last century. It is characterized by a fusion of technologies that is blurring the lines between 

the physical, digital, and biological spheres” (Schwab, 2016). In short, the fourth industrial 

revolution will happen mainly in three areas including biotechnology, digital technology and 

physical technology. 

The IR 4.0 is being approached from different perspectives making it somehow difficult 

to have a definition. Therefore, researchers around the world are defining the IR 4.0 by 

identifying various elements to be the core of the 4.0 industrial revolution. Klingenberg (2017) 

poses that the IR 4.0 is made from technical advance, economic senerio and demographic 

changes. Scheer (2015) believes, technical advances do not mean new technologies. In fact, 

some of them were already present 30 years ago but only becoming feasible recently with the 

development of the information and communication technology (ICT) (Brettel et al., 2014).  

Oguro (2016) believes the aritificial intelligence (AI), internet of things (IoT) and big 

data are core elements of the IR 4.0. The breakthroughs in information technology, 

biotechnology or digital technology, smart mobile applicants, artificial intelligence and internet 

of things combine the intelligent production and build up the three componets of the IR 4.0 

including Artificial Intelligence (AI), Internet of Things (IoT) and Big Data (Oguro, 2016). 
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The human beings created the aritficial intelligence to enable computers to 

automizeacitivities as intelligently as the human beings. The difference between the AI and the 

logical computerizing using computerizing language is the application of machine learning to 

imitate the human intelligence in actions that the human beings can do better than the computer 

(Marr, 2018). This is also understood as a compute science related to the automize intelligent 

actions. Specifically, the AI helps computers to have human beings’ brains and enable them to 

communicate in human language, to study and to adapt to different environment or even to 

have critical thinking etc. The Google’s or Facebook’s automatic document or voice translation 

are well-known examples of applying AI (Hao, 2017). 

The Internet of Things happens when a real stuff or person has an identification which 

can be transferred or contacted through a network without direct interation between person and 

person or person and computer. IoT has evolved from the convergence of wireless technology, 

microelectromechanical technology and the Internet. Simply speaking, it is a combincation of 

applicants that can connect to each other, to the Internet and to the external networks to conduct 

a task (Hao, 2017) 

According to Gartner (2018), Big Data is an information asset. This asset combines a 

large, diverse and speedily transmitted amount of data requiring new technology to optimize 

theprocessing of data. 

Figure 2: Key elements of the IR4 

 

 

According to Gaskell (2018), an enterprise or a system will be considered in the industry 4.0 

when meeting following criteria: 1) Interconnected: which means all applicants and human 

beings are connected; 2) Transparent information: The system will create a copy of the real 

world. This copy is created based on data collected from the system of machines and sensors; 

3) Technology: The machine can make decisions, solve problems or replace people in 

harzadous work; 4) Automatic simple decision making: The machine can make simple 

decisions without human beings’ interaction.  

  

https://www.forbes.com/sites/adigaskell/
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BARRIERS TO THE IMPLEMENTATION OF IR 4.0 

There are so many barriers that a country may face when starting the industrial revolution. 

Awareness is the first challenge. The way we live, work and enjoy life will be completely 

changed by technology. What is true today may no longer exist tomorrow. All business models 

fall outside of this 4.0 revolution will fail to be predicted and predicted by most experts in the 

world. Therefore, a full and profound awareness of the concept, nature and impact of the 

industrial revolution 4.0 plays an important role in preparing for the fourth industrial 

revolution. 

Owning the technology is another challenge. Like any other revolution, the IR 4.0 offers 

enormous opportunities as well as challenges. According to DanDoanh (2017), the most 

important thing is that businesses must grasp the technology, and this should not be considered 

a strategy but the core of the business." 

The investment for synchronization of all element of the infrastructure including 

factories, applicants, data, machines, systemtsetc is a big challenge to any country who want 

to start the IR 4.0 (XuanPhuc, 2018). Besides, the gap between rich and poor or among regions, 

territories is another challenge to the implementation of IR 4.0. 

Challenges from human beings are also critical. As governments do not see the long-term 

benefits of the IR 4.0, they do not invest in developing a good policy system to nurture the 

revolution such as tax policies, investment policies or policies for encouraging the research and 

development (Marr, 2018). Whereas, business is hesitant at investment for development or 

hiring talented employees. This will greadually hold them back or fall out of the fierce 

competition. Employees are afraid of the IR 4.0 as they think they will lose their jobs. However, 

the machines will never be able to replace human beings completely. If people do not keep 

improving themselves, they will drop out of the labour market whether with or without the IR 

4.0. 

Challenges are also from privacy and information security (Moore, 2018). The 

transparency of data and information, the accuracy and trustfulness of the data, the collection 

and storage of data especially in places without the Internet are also questioned. Moreover, data 

users, data management and ethics in data are also challenges in the journey to the digital age. 

ADVANTAGES AND DISADCANTAGESOF THE IR 4.0 

Industrial revolution 4.0 brings many common benefits such as: 

Faster production with less manpower; data are collected more fully; decisions are made more 

quickly; ability to control the supply chain from raw materials to end consumers while ensuring 

equal quality among batches of products (because the production is completely automatic) 

(Scheer, 2015). In addition, when more detailed data is available the machine learning is even 

more precise to make better decisions. 

Individuals will also benefit from the 4.0 industrial revolution such as: doing less hands-

on work, having more free time or getting a higher salary if your brainpower works for the 

company to shift towards the industrialization and modernization (Oguro, 2018). Thanks to the 

application of technology, people do not have to work in dangerous working environments. 

This help reduce the death and illness rates for workers. As a result, companies will also reduce 

costs and increase market share and profits. 

In addition, we can buy cheaper items (reduced business costs), with better and more 

uniform quality (made by machines). Besides, food sourcesor living environment will be better 

controlled. 

However beneficial it is, the disadvantages of the industrial revolution 4.0. There is a 

concern that the 4.0 revolutionwillbreak down the labor market as automatic systems will 
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gradually replace manual labor. Robots will replace people in many areas such as financial 

advice, banking, law, self-driving cars, etc. When automationreplace manual labor in the 

economy, millions of workers will be unemployed. The gap between the rich and poor will be 

more pronounced and social unrest such as the crime rate will increase suddenly. 

Figure 3: Pros and cons of the industrial revolution 4.0 

 

 

According to Moore (2018), besides the technology, human is also a huge challenge around 

the industrial revolution 4.0. Businesses will need to ensure that their employees have the skills 

needed to cope with new technologies and ways of working. In fact, if businesses invest in 

retraining programs and employees are willing to accept changes, the industrial revolution 4.0 

will likely be a job maker. However, businesses can still see some resistance in changes among 

their employees. 

THE PRACTICALITY OF THE IR 4.0 IN VIET NAM 

Viet Nam is facing many challenges of an economy is like that has just gone through many 

wars. The productivity is low and the application of science and technology is very limited. In 

addition, there are no world leading corporations etc. (Tam, 2018) 

The level of production of Viet Nam today is still equivalent to the industrial revolution 

1.0. With this low level of production, it is not easy to go off or jump towards the industrial 

revolution 4.0. In addition, the industrial revolution 4.0 requires a complete change in the way 

people live and manage to take advantage of the Internet of things and artificial intelligence. 

However, the current production, lifestyle and living standards in Viet Nam are still far from 

accessible. 

If Viet Nam cannot catch up with the development of the world and the region as soon 

as possible, Viet Nam will face enormous challenges such as a lag in technology, a decline in 

production and business or the redundancy of low skilled laborswhich may disrupt the 

traditional labor market. In addition, if Viet Nam is unable to catch up with the industrial 

revolution 4.0, it may face a wave of outdated technology from developed countries to 

developing and underdeveloped countries. 

According to Dione (2018), the technology only will not help solve the problems. It is 

not simply about buying a software or a piece of hardware and Viet Nam will have a 4.0 
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Government. State managers cannot become a part of the 4.0 industrial revolution if they are 

still stuck in the bureaucracy of the 1.0 revolution. He pointed out that the most three important 

elements in the promotion of the industrial revolution 4.0 in Viet Nam are technology, 

institutions and people. 

In addition, at the Industrial Revolution Forum 4.0 held in Hanoi in July 2018, the 

concept of "researched and developed in Vietnam" is recommended to replace "Made in Viet 

Nam". At the same time, data on internet users in Viet Nam is quite impressive with 54% of 

the population, but 40% of the internet users just access social networks. Viet Nam ranks 11/11 

compared to countries in the same region in digital application (Table 1). 

Table 1: Digital application ranking 

 

Source: The World Bank’s Development Report 2016 on Digital Dividends 

According to Viet Nam Minister of Information and Communication Manh Hung (2018), the 

industrial revolution 4.0 is a more policy revolution than technology revolution. We must first 

accept new business models and new industry-changing technologies, called X-Tech, like 

Fintech, EduTech, which are often the complete replacement of old ones. When we are ready 

for changing, the technology, the people and the new industry will appea. Viet Nam will 

become home for export products. The change should happen as soon as possible and sooner 

than other countries so that Viet Nam can have a chance to change its rankings. One of the 

most suitable policy approaches for Viet Nam in promoting the industrial revolution 4.0 is to 

leave it develop freely in the initial stage so that the Government can have a good understanding 

of the nature and development trends of the revolution. Stronger state management should be 

enhanced only when the revolution in fully formed (Manh Hung, 2018). 

The literature review reveals that, besides human resources, a important element for the 

socio-economic development, other importants element that may have significant impact on 

the implementation of the IR 4.0 in Viet Nam include the policy and the infrastructure. These 

elements appear frequently in several studies related to the implementation of the IR 4.0 in Viet 

Nam such as Tam (2018), Manh Hung (2018), Dione (2018) etc. However, none of the 

researcher mention a model containing necessary elements to promote the IR 4.0 in Viet Nam. 

RESEARCH FRAMEWORK 
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During the research process, we focused the analysis on three factors that directly impact on 

Viet Nam's strategic vision in the implementation of the industrial revolution 4.0 as shown in 

the following table 1: 

Figure 4: Research framework 

 
 

 

RESEARCH METHODOLOGY 

In this paper, we will study the factors that directly affect the implementation of the industrial 

revolution 4.0 in Viet Nam, including policy, human resources and infrastructure. The 

descriptive and exploratory research is the most appropriate methods for this study. Research 

data will be collected from two main sources. Primary data is collected through survey 

questionnaires with about 145 people including policy makers, business managers and 

researchers. The list of respondents is developed based on a database of the Ministry of 

Finance. In addition, data collection for research also includes observation and recording 

during the direct interviews with some managers and policymakers. Secondary data from the 

reports and studies are also used in this study. 

DATA ANALYSIS AND FINDINGS 

Bartlett’s Test of Sphericity and Kaiser-Meyer-Oklin measure of sampling adequacy were used 

to test the 15 items of 5 factors that might have influence on the implementation of the industrial 

revolution 4.0 in Viet Nam. Tablebelow shows the relevant results. The Kaiser-Meyer-Oklin 

value reached 0.916, which is higher than the recommended minimum of 0.6 (Kaiser, 1974). 

Bartlett’s Test of Sphericity (Bartlett, 1954) reached statistical significance (p = 0.00), 

supporting the factorability of the correlation matrix. 

Table 2 KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 

Adequacy. 
.916 

Bartlett's Test of 

Sphericity 

Approx. Chi-Square 3.547E3 

df 300 

Sig. .000 

Principle component method was used to extract the factors. There are four factors extracted 

with eigenvalues greater than 1. The three factors explain 64.451 per cent of variance. Final 

IR 4.0

Policy

Human 
resources

Infrastructure
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extraction shows that there are 3 factors with eigenvalues greater than 1. The variance 

explained remained at 60.175 per cent. 

The underlying constructs were investigated by using varimax rotation with Kaiser 

Normalization. According to Hair et. al. (1995), variables with loadings greater than 0.3 is 

considered significant; greater than 0.4 is more important and loadings with value 0.5 or above 

are very significant. Three main factors are extracted out. It is proved that the 15 items of the 

industrial revolution 4.0 from the questionnaire are carefully put into four categories. 

Therefore, construct validity test on development strategy indicates that these five constructs 

are valid for further analysis. Hence, multiple linear regression analysis ensues to investigate 

the influence of these three constructs on the industrial revolution 4.0. 

In Table 3, the adjusted R-square of multiple correlation coefficient (adjusted R2) value 

indicates that 74% of the variances associated with the industrial revolution 4.0 can be 

explained from the 3 factors. The F-statistics is also significant (F = 11.839) which confirms 

that all the 3 variables collectively make a significant contribution to the fitness of the 

regression model and are statistically significant in explaining the variance of the industrial 

revolution 4.0. 

Table 3 Model Summary 

Mode

l R 

R 

Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Change Statistics 

R Square 

Change 

F 

Change 

Sig. F 

Change 

1 .860a .739 .74 .94484536 .74 11.839 .000 

a. Predictors: (Constant), 3 components 

Model 1 in Table 4 shows the coefficients for the three predictors’ variables with the 

industrial revolution 4.0 as base level. The significant value of constant (p < 0.05) indicates 

that there is relationship between the 3 factors and the industrial revolution 4.0 (p<0.05). 

Table 4 Coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) .001 .062  .014 .000 

Human resources .377 .062 .376 1.239 .000 

Policies .326 .062 .326 .423 .000 

Infrastructure .170 .062 .170 2.756 .003 

a. Dependent Variable: industrial revolution 4.0    

CONCLUSIONS 

Results from the survey show that most respondents are not familiar with the industrial 

revolution 4.0. Some even do not know anything about the IR 4.0. Even though 80% of the 

respondents said that they use technology applicants and application for their daily work and 

life but only 3% of them understand the definition and possible impacts of the IR 4.0 on the 

socio-economic development. The majority (74%) of them have heard of the IR 4.0 but do not 

understand what the IR 4.0 is. However, a majority of them (73%) do not know any thing about 

Big Data, IoT or AI. Most respondents have never heard of the Big Data, IoT or AI terms while 
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only 15% of respondents know the definition of the Big Data. People know the definition of 

IoT or AI is even lower (7% and 8% respectively).  

When asked about the potential of robots replacing the human in the 20 years, 65 % of 

them are confident that human will play the major role in all life and business aspects and 

robots can replace the human in manual work only. However, there is also a surprising group 

of respondents believe that robots will replace the human completely (30%). Some respondents 

think robots will never replace the human (5%). 

Figure 5: Awareness of IR 4.0 in Viet Nam 

 
The survey results show that all three factors including policy, human resources and 

infrastructure are important factors to form a strategy for implementing the industrial 

revolution 4.0 (R2 = 74%). In which, human resource is the most important factor (B = 0.377). 

The statements given in the questionnaire were highly supported by respondents with 

Mean above 4. Factors including policy, human resources and infrastructure have direct impact 

on the implementation of the IR 4.0 in Viet Nam. 

Human resources, the factor with the highest beta coefficient (B = 0.377), has the greatest 

impact on the industrial revolution 4.0 in Viet Nam. Most statements related to this factor in 

the questionnaire were highly supported. It was highly agreed that "highly qualified human 

resources for the industry applying technology such as automation, data industry is difficult to 

recruit in Viet Nam" (Mean = 4.1). This is a very common problem not only in Viet Nam but 

also in most countries in the world (including countries with advanced automation industry). 

"Vietnam has now focused on developing information technology human resources" was also 
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highly supported (Mean = 3.9); "Technology will replace 80% of manpower in some 

manufacturing sectors in Viet Nam" has Mean = 3.7. 

It was highly supported that an advanced infrastructure is very important for Viet Nam 

to integrate into the industrial revolution 4.0. "The synchronization of infrastructure systems in 

different sectors will help Vietnam better prepare for 4.0" has a high Mean = 4.4. It is also 

agreed that "Viet Nam's infrastructure system needs to be invested more to meet the 

requirements of technology development” (Mean = 4.2). This is the revolution of the 

synchronous combination of technology and machinebased on applying softwares and machine 

learning. Hence, an agricultural economy like Viet Nam will have to strive hard to reach the 

target of industrialization and modernization. 

The final factor is policy, one of the barriers also the conditions for the realization of 

modernization and industrialization of Viet Nam in this era of digital revolution. Most 

respondents agreed with statements related to this factor such as "Policies supporting for the 

development of information technology helps Vietnam better develop the domestic information 

technology sector" with Mean = 4.2; and "Policies must be not only advanced but also 

practicalfor industries to be ready for the 4.0 revolution." 

The study received a lot of positive feedbacksabout the readiness of Viet Nam for this 

industrial revolution 4.0. In fact, all countries around the world are at the same starting point, 

the 4th industrial revolution has not really happened. Many respondents believe that "Viet Nam 

should take lead in applying new technologies to industries” or “Viet Nam needs to cooperate 

with leading countries in technology to create more modern and smarter production models” 

(Mean = 4.1). 

Research results confirm that shaping the direction and way for Viet Nam to participate 

in the industrial revolution 4.0 at this time is too difficult. Many factors may affect the process 

such as technical infrastructure, high-tech workforce, policy, politics, information security as 

well as human rights and especially the vision of the government and leaders in really putting 

Viet Nam in the revolution of industrialization and automation. 

LIMITATIONS OF THE STUDY 

This research has some limitations. First, the concept of the 4th industrial revolution is still too 

new not only in Viet Nam but also in countries around the world. Besides, the revolution has 

not really happened yet so the development of a generic model for Viet Nam in the industrial 

revolution 4.0 may not be practical at this point of time as their may be a lack of many 

unforeseen factors. 

The second limitation is that the consumption and production culture of the Vietnamese 

people are still very different from what has been happening in developed countries. This is an 

equally important factor in making Viet Nam one of the countries to join this revolution early. 

Finally, the Government of Viet Nam is still on the progress of forming a vision towards 

putting Viet Nam the industrial revolution 4.0 because this revolution is not only related to the 

economy - science and technology alone but also politics, security, human rights and national 

resources. Therefore, findings of this research are also quite generic. They will serve mainly as 

important milestones for the Government to put on the map for the IR 4.0 journey. 

RECOMMENDATIONS FOR FUTURE RESEARCH 

Given the above research limitations, following issues should be studied further in the future: 

The impact of the industrial revolution 4.0 on Viet Nam's production. The study should 

look deeply into the strong influence of machines on the production of Viet Nam. There should 

be a comparison about the influence on the economy and the society of Viet Nam with countries 
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in the region such as Singapore, China, Thailand or developed countries like the UK and the 

US. 

Future research should also look at the negative and positive impacts of the industrial 

revolution 4.0 on Viet Nam. The analysis should focus on social impact, information security 

and young labor force. 

It is also interesting to study the preparation of the Vietnamese Government for the 

industrial revolution 4.0. Focus should be on analyzing the policy and mechanisms supporting 

for the state management and the enterprises in increasing investment into high technology, 

especially enterprises that apply automatic production to bring high economic value to 

Vietnam. Besides, it is also necessary to focus on the transparency as well as the database 

management, as this will be a very sensitive issue related to national security, human rights and 

moral factors. 
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STUDY ON OPERATION MANAGEMENT FOR ELIMINATE DEFECT ON 

AUTOMOTIVE DIECASTING MASS PRODUCTION 

DR. LONG DUC BAO NGUYEN1, TRAN KHAC HUNG**, LE NGOC HA**, NGO 

TRUNG HOA**, VU MINH TUAN**, THAI THANH HAI**, NGUYEN DUC QUYNH 

LAN**, NGUYEN THI LE VAN** 2, NGUYEN NGOC HUY** 3 

ABSTRACT 

The primary objective of this study is to discuss the causes of defects on automotive diecasting 

mass production. Besides, the research also aims to illustrate the operation management for 

engineering economic. Two findings of the research are stated: firstly, the root cause of the 

defect usually comes from atmosphere, gas bubble, metallic elements reacting with gas and 

rough bubble void.  Secondly, corrective action and responsibility are necessary to eliminate 

defects on automotive diecasting. The research applies a combination of cause and effect 

analysis; 5 why’s analysis; and quality control charts (P-chart, C-chart, X-bar, R-chart, Process 

capability, Acceptance sampling) for the trial production and pivot to monitor, maintain, and 

control for the performance of diecasting and quality control for mass production. The research 

also applies lean production for maintain cost – quality – delivery, expert opinions, Delphi 

technique to analyse the economic outlook statistics. Operation Management is an appropriate 

approach to eliminate defects in diecasting for mass production in the automotive as well as 

other industries. Therefore, this is a topic that will continue to have and require continuous 

research. 

Keywords: operation management, engineering economic, porosity, defect, diecasting, mass 

production, automotive. 

INTRODUCTION 

Nowadays, despite the increasingly widespread usage of electric vehicles (EV) and hybrid 

vehicles (HV), internal combustion engine vehicles (ICEV), more commonly known as 

gasoline cars, which emit the majority of CO2 into the atmosphere, still account for up to 76% 

of all vehicles worldwide. When global warming is becoming more and more prevalent as a 

global issue, many countries are pushing forward to a more environmentally friendly attitude 

in our daily usage of vehicles. Although being much more ecological, EV and HV still have 

many disadvantages, such as their limitations in driving ranges or higher purchasing prices, 

that deter them from being accessible to most consumers. Thus, car manufactures are finding 

alternatives to make ICEV more ecological friendly. The most effective method is utilizing the 

Idling Stop System (ISS) technology, which allows ICEV to become idle temporarily to save 

energy and reduce CO2 emission while the vehicle is at pause.  

This research studies the defects in vehicle parts that are related to driving, braking, 

turning, and safety of the ISS. As the demand to add ISS into ICEV increases, it is necessary 

that the system’s safety measure is ensured. The main purpose of this research is to determine 

the root causes and propose solutions as well as prevention methods to minimize the current 

existing issues.  
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LITERATURE REVIEW 

As defined by Muhamad et al. (2011), “die casting is an efficient, economical process offering 

a broader range of shapes and components than any other manufacturing technique.” 

(Muhamad et al., 2007, p. 200). Due to its efficiency, many manufacturing companies, 

especially those in the automotive industry, choose to implement the die casting process in 

their mass specialized mass production process. The reason for those implementations is due 

to the benefits of die casting, which include, but not limited to, high-speed production, 

dimensional accuracy and stability, strength and weight, multiple finishing technique, and 

simplified assembly (Muhamad et al., 2007). Since there are many components and parts in the 

automotive industry that require specialization due to their various sizes and complex attentions 

in details, diecasting seems to be the closest-to-perfect option. Nevertheless, due to the level of 

attention required in detail plus with the increasing demands from buyers with defect-free 

castings and strict delivery schedules, often time manufacturers suffer from having their 

finished parts being rejected, and this remains a major concern for manufacturers (Mane, Sata 

and Khire, 2011)  

Defect Classifications 

Before attempting to eliminate the existing defects in the die-casting process, it is first 

important to understand different types of defects and their origins. Since there is a wide range 

of different defects in high pressure die-casting (HPDC), there is a need to organize these 

defects and separate them into different classes. Gariboldi, Bonollo and Rosso (2007) proposed 

a classification for these die-casting related defects by examining the rejections of die-cast 

products during their machining step or during the following visual control and pressurized 

leak test.  

The paper defined two main approaches for defect classification. As noted by Gariboldi, 

Bonollo and Rosso (2007), defects can be distinguished based on their geometry or based on 

their metallurgical origin or other specific causes (die characteristics, die lubrication, process 

parameters, etc.). However, since the classification proposal excluded defects that are directly 

related to handling, finishing and machining operations, the range of defect types was not 

excessively explored.  

Figure 1: Representations of Defects 
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The classification of defects is a hybrid type with several levels of classification. At the 

first main level of classification, three main types of defects are identified: internal defects, 

surface defects and geometrical defects. This level of classification considers the different types 

of controls performed on cast parts to reveal defects: dimensional, visual inspections and 

controls involving the bulk material.  

The next level of classification is based on the defect origin approach, which classify 

defects based on their general metallurgical origin. As observed, there are several classes of 

defects at this level: shrinkage defects, thermal contraction defects, filling defects, defects 

related to metal/mold interaction, and defects related to the presence of phases different from 

the suitable ones.  

Lastly, at the third level of classification, these metallurgical based defects are better 

specified. Since the proposed classification does not specify cause/defect correlation specific 

causes; thus, the third level of classification can precisely specify these metallurgical defects.  

With a further glance at these classifications, Mane, Sata and Khire (2011) proposed a 

new approach to casting defects with supported analysis using simulation. The research also 

pointed out that previous works focused on finding process-related causes for defects, using 

techniques such as cause-effect diagrams, design of experiments, if-then rules, e.t, yet the 

authors pointed out that these methods are not sufficient enough to completely eliminate 

existing defects. The authors argued that as previous works only focused on finding the causes 

of individuals defects and tried to optimize the parameter values to minimize these defects, 

these methods cannot fully eliminate the defects in die-casting as other external parameters 

related to part, tooling and methods design, which can also affect casting quality (Mane, Sata 

and Khire, 2011). Our paper agrees with the authors of this paper that while previous works 

have shown significant results in the reduction of defects in die-casting, their solutions are not 

enough for eliminating these existing defects.  

Thus, this paper presents a 3-step approach, which classifies the defects based on their 

appearance, size, location, consistency, discovery stage and inspection method. Instead of 

focusing on the origins of defect, Mane, Sata and Khire (2011) proposed a classification 

method that is made based on the effect of defects on casting. It is noted by Mane, Sata and 

Khire (2011) that it is common for the same defects to have different names, which can make 

it difficult to cure as the issues are often confused. Therefore, by grouping the defects based on 

their effects, Mane, Sata and Khire (2011) can identify the symptoms of these defects and then 

identify the causes. The proposed classification method in this paper divides the process into 

two main phases. The first phase divides the defects based on their identifying stage, type, size/ 

severity, or identifying method. The second phase further divides the defects into sub-

categories based on the categories in the first phase. 

Fishbone Diagrams 

The Fishbone Diagram is an useful graphic tool that can be used to determine the few main 

causes that most significantly contribute to the problem being examined (Muhamad et al., 

2007). By identifying these few key features, the main causes of the problem can be targeted 

in order to improve the general issue. This method is widely used in identifying the origins of 

defects in die-casting as the method can break down a type of defect into different causes and 

from that can thoroughly investigate possible roots. 

Implementing the Fishbone diagrams method, Navyanth (2011)’s research studied the 

possible causes of defects in aluminium die casting and analysed these causes in order to 

minimize these defects. The paper performed an analysis using historical data to determine the 

major causes for rejections in aluminium die-casted products, and it was discovered that the 

defect which has the highest number of rejections is shrinkage, with 4078 products being 
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rejected due to shrinkages. The second highest number of rejected parts is due to porosity 

defects, with 2610 parts rejected, followed by crack defects with 1410 parts rejected. It is 

noticeable here that products with porosity defects have the second highest number of 

rejections. The paper then went into more details analysing the types and origins of these major 

causes of defects using the Fishbone diagram model, and accordingly proposed different 

methods to minimize these defects during the die-casting production.  

Yet, a flaw exists in this study. The purpose of the study is to minimize the defects in 

aluminium die-casting, which suggests that no matter how small, these defects still exist. If the 

defects are still present, these die-casting products can still be rejected by manufacturing 

companies, since if there are still existing defects, there are still chances that these defects can 

lead to malfunctions in the final product. Thus, instead of trying to minimize these defects, our 

research aims to eliminate defects, focusing on defects caused by porosity, in aluminium die-

casting.  

Like the studies done by Navyanth (2011), Muhamad et al. (2007) also employed the 

Fishbone Diagram as a graphic tool to demonstrate the causes for crack defects in the die-

casting process for motorcycle. As identified earlier in the research done by Navyanth (2011), 

crack defect is also one of the major causes for rejections. Using the method, Muhamad et al. 

(2007) determined the main causes for crack defects in the die-casting process in the production 

for motorcycle. Based on these findings, the authors suggested some countermeasures, and 

proposed the potential savings in costs that can be achieved when these countermeasures are 

met. Nevertheless, like Navyanth (2011)’s study, Muhamad et al. (2007)’s research only aimed 

to reduce the numbers of existing defects from crack, but not to eliminate the defects entirely. 

While it is acknowledged that the rejection rate can drop significantly when these solutions are 

correctly implemented in the production process of aluminium die-cast, and thus can greatly 

reduce extraneous costs and increase efficiencies in the die-casting industry, our paper aim at 

a further solution that can eliminate the existing cause of defects entirely. Furthermore, 

Muhamad et al. (2007)’s paper only focused on the die-casting parts produced in the 

motorcycle industry, which is not capable of encompassing the entire automotive industry since 

the die-casting parts required in the production of motorcycles are usually less than the parts 

required in the production of cars.  

In all the studies, researchers used the cause-effect diagram, commonly known as the 

fish-bone diagram, to breakdown the causes of these die-casting defects. Similarly, this study 

will also apply the Fishbone diagram model when identifying the causes for porosity in the die-

casting process. While acknowledging Mane, Sata, and Khire (2011)’s argument that simply 

using the Fishbone Diagram to identify the origins of a defect cannot sufficiently eliminate the 

defect itself, our research attempts to fill in that gap by combining the chemical aspects used 

in the die-casting process to further eliminate the rate of defections in die-casting.  

Chemical Aspect 

In all the research, the authors only focused on the production aspects of aluminium diecast but 

not its chemical aspects. Since the goal of this paper is to eliminate the defects caused by 

porosity in the diecasting process, this study will not only look at the diecasting production 

process, but also aim to cover all other possible causes that can lead to rejections caused by 

porosity.  

Being the lightest of all structural metallic materials, Magnesium (Mg) and Aluminium 

(Al) have become the most common applications in the automotive industry for vehicle weight 

reduction. However, during the die-casting process, these chemical components can usually 

exhibit a non-uniform microstructure, which can result in various casting defects, thus produce 

poor mechanical performance (Tzamtzis et al., 2009).  
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When chemicals flow unevenly during the melting process of diecasting, there will be 

small gaps and void spaces created inside the materials, which eventually lead to porosity 

defects in aluminium die-casting. Since the chemical components can greatly affect the 

chemical flow during the production process, we feel the need to tackle these chemical issues 

since they can lead to a higher rejection rate due to defects. 

Different researchers had proposed different solutions to eliminate this non-uniform 

chemical flow in aluminium die-casting. For instance, using the Mg-based alloy system, Xiao 

et al. (2011) added Re (Rhenium) on the Mg-Zn-Al alloy and discovered that the addition of 

Re significantly reduced the hot tearing susceptibility in HPDC as this addition shortens the 

solidification range and decrease the liquid fraction in the solidification stage (Xiao et al., 

2011). Although not mentioned in this research, but this addition in chemical components can 

potentially eliminate defects caused by porosity since decreasing the liquid fraction and 

shortening the solidification range can reduce the numbers of pores inside a diecasting product, 

thus reducing the defects caused by porosity. In another research, Ji et al. (2013) took another 

approach by testing the effect of adding Titanium (Ti) in the Al-Mg-Si alloys. The results of 

their experiment showed that an increase in Ti in the alloys significantly improved the 

mechanical performance as the addition of Ti can significantly reduce hot tearing in the 

diecasting process.  

Both researches mentioned above focused on the reduction of hot tearing, which 

originates from thermal shrinkage. As noted above by Navyanth (2011), the defects that derive 

from porosity have the second highest rejection rate, yet none of the papers related to the 

chemical components of HPDC did not focus on this prevalent type of defect. Attempting to 

fill this gap, our research incorporates the chemical aspects of die-casting in our solution to 

eliminate defects caused by porosity in die-casting. 

METHODOLOGY 

Prior to analysing the data, a cause-defect analysis is employed to determine the possible causes 

of porosity. Six mains causes are identified, namely, measurements, materials, methods, mold, 

manpower, and machinery. Under each of these causes, further issues are noted and considered 

as root causes of the defects. Figure 2 illustrates a Fishbone diagram to examine the causes of 

defects caused by porosity. 

Figure 2: Causes of defects analysis 
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Under each cause, further connections are made to identify possible roots of these causes.  

A 5-Why’s analysis is also adopted to determine the different elements that can lead to defects 

due to porosity. The elements that are examined in this research are gas, gas bubble, metallic 

elements reactions with gases, and rough bubble voids. Figure 3 indicates the causes of each 

elements and their corresponding corrective actions and responsibilities, as shown below. 

 

Figure 3: 5-Why Analysis 

 
The data used in this research is collected from MKTP Joint Venture with Japanese Company 

and is analysed in the Japan Vietnam Hi-tech RandD Centre.  The sample size consists of 5 

mold lives with 100-1000 products on test volume, and 800,000 – 1,000,000 products for mass 

volume of 20,000 products per month. The study employs the Try-process model, in which 

there are 10 models with 100 samples in each. For each of these 10 models, the research utilizes 

a combination of P-chart, C-chart, X-bar, R-chart, with measures for process capability and 

acceptance sampling.  

Try-process 

P-chart, represented in figure 4, is used to control for the proportion of defective items in a 

sample. Three main variables are accounted for in this chart: the number of samples, sample 

size, and the number of defectives in each sample, with the addition of sigma limits 

(symbolized as the Z-value), which refer to the number of standard deviations used to establish 

the control limits. Control limits are normally set at 1,2, or 3 standard deviations from the mean. 

The number of samples can range from 2 to 30, while the sample size is unlimited. The 

calculation of the proportion of defectives, p-bar, as well as the upper and lower control limits 

for the control chart is done in Excel. The graph indicates the control limits, with the mean 

represented as the dotted line, along with the proportion defectives on the y-axis. A process is 

in control if all points lie between the control limits and if no patterns are evident. 
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Figure 4: Proportion defective per sample        Figure 5: Numbers of defects per sample 

  

The C-chart, represented in figure 5, is used to control for the quantity of defects in a single 

item. The inputs are the number of samples, the number of defects in each sample, and the 

sigma limits. The measure for sigma limits in C-chart is applied the same way as it was for P-

chart. Similarly, the number of samples can range from 2 to 30, and the calculation is done in 

Excel, representing the upper and lower control limits for the control chart, with the number of 

defects on the y-axis. Again, a process is in control if all points lie between the control limits 

and if no patterns are evident. 

Following, X-bar and R-chart, represented in figure 6 and 7 respectively, are employed 

to control for the central tendency and dispersion of a process. The inputs are the number of 

samples and sample size, along with data from several observations in each sample; these 

observations are needed to ensure the process follows a normal distribution. Excel is used to 

calculate the average of each sample for X-bar, and the range of each sample for R-chart. The 

average of the averages, X-bar-bar, is also calculated and used in the control limit formulas. 

Both X-bar and R-chart are graphed for each problem, and they include the control limits, the 

mean, and X-bar/R-values. A process is in control if all points lie between the control limits 

and if no patterns are evident, and both the X-bar and R-values have to be in control for the 

process to be in control. 

Figure 6: X-bar                                                        Figure 7: Range 
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Process Capability 

Figure 8: Process Distribution 

 
In order to determine whether a process is capable of meeting product specifications, a process 

capability index is calculated to measure the capability of the process. The user inputs design 

target, design tolerance, which is a +/- value expressed as a positive number, process mean and 

process standard deviation. Inputting these variables into Excel helps to calculate the upper and 

lower specification limits, as well as the process capability ratio and the process capability 

index, denoted as Cp and Cpk, respectively. The process capability ratio Cp is a ratio comparing 

the range of the design tolerance to that of the process. If Cp is equal to 1, the process is just 

adequate; if the process is less than 1, then the process is incapable; if the process is greater 

than 1, the process is capable. Noted that a Cp value of 1 is equivalent to 3 sigma quality, and 

it follows that a Cp value of 2 is equivalent to 6 sigma quality. Meanwhile, the process 

capability index Cpk determines whether the mean of the process is centred between the 

specification limits. This mean is considered to be centred when the process capability ratio is 

equal to its index. If Cpk is less than 1, the mean is off-centred and defects will occur; if Cpk is 

greater than 1, then the mean maybe off-centred but it is still capable of meeting product 

specifications. Noted that a process that is in control is not necessarily capable. 

Acceptance Sampling 

Figure 9: OC Curve 

 
Acceptance sampling is used to decide whether to accept goods based on sample results or not. 

Acceptance quality level (AQL) and lot tolerance percent defective (LTPD) are the inputs used 
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to calculate the sample size and acceptance number. Acceptance quality level is defined as an 

acceptable percentage of defective, expressed as a decimal number. Lot tolerance percent 

defective is the maximum percentage of defective tolerated by the consumer, expressed as 

decimal number. Through calculations, these two variables will result in the sample size, 

defined as the number of items to be tested, and the acceptance number, defined as the 

maximum number of defective items in the sample that are allowed for the lot to be accepted. 

An Alpha represents the producer’s risk, which is the probability that a good lot is rejected, 

while a Beta represents the consumer’s risk, which is the probability that a bad lot is accepted.  

A sampling plan is graphed by entering a sample size and acceptance number into the trial 

sampling plan. The best sampling plan model assumes an alpha of 0.05 and a beta of 0.10. An 

Operating Characteristics (OC) curve is constructed by inputting the sample seize and 

acceptance number calculated earlier into the trial sampling plan, and this graph demonstrates 

the probability of accepting a lot given different levels of quality. The actual Alpha and Beta 

are shown on the graph, and these should be approximately close to 0.05 to 0.10 but do not 

necessarily have to match.  

Mass Production 

Alongside with the Try-process model, the study applies Pivot in the mass production process 

in order to monitor, maintain and control for the performance of diecasting as well as quality 

control. The improvement process is done in the end by repeating the Try process and choosing 

the best model to apply for mass production.  

Since the entire diecasting production process is applied on a mass production scheme, 

it is necessary to determine the most common defects. This can be done by improving the 

diecasting process and quality control. Quality control can help identify the defect errors that 

occur the most, and from there improving design change in mold can help prevent the defects 

from reoccurring. As the mold life is only capable of producing 200,000 shots at its maximum 

capacity, whenever the mold produces worse quality products, the Try-process is employed to 

put the old mold through a design improvement process. This trial process is repeated until 

maximum efficiency can be reached. The research account for the cost of the new mold is 

$480,000, and the cost of each improvement design change is $50,000; maintenance fee as well 

as mold related parts are also accounted for, as $250,000 each. 

Improvement Result 

The OC curve indicates the probability of acceptance to be close to 0.95 and the percent 

defective to be close to 0.9, which is similar the projected values of Alpha and Beta stated 

above. After several design changes with the outflow, some noticeable improvements are 

observed. Specifically, the mold fee per part has been reduced to $6.5 to $3.9 per part, and the 

production fee to $1.8 per part. Furthermore, the percent defectives caused by porosity has been 

reduced to approximately 7% from 24%.  

Figure 10: Improvement Efficiency 
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IMPLICATIONS 

By looking at these improvements, several quality objectives are accomplished. The first 

objective is risk control, which will specifically inspect sudden changes in performance of 

results, occurrences of new defects that were never experienced, repetition of the same type of 

defect, and any remarkable changes in setting value for materials or equipment. By defining 

abnormal characteristics for respective processes, the involved risks are mitigated, and 

countermeasures can be determined beforehand to minimize the chances of defects.  

A defect analysis is required to assure that the process is functioning properly. Production 

records and inspection results data should be done within 5 hours. When investigating defective 

products, the defects must be confirmed within 1 day, and a report analysis including the cause 

of failure must be submitted within the following week. In cases when a defect occurs, 

temporary corrective action should be taken within 3 days, and permanent corrective action 

must be taken as soon as possible. If the defects are delivered to customers, prevention of 

further outflow should be stop immediately, and instead of simply disposing the defected 

products, customers should provide feedbacks to the production plant itself in order to analyse 

the causes and solutions for the defects.  

Traceability of defected parts is another noted objective that will help the process of 

identifying defects more efficiently. To control for the number of defected parts that were 

shipped, identification mark, such as lot No. or assembly date, should be stated on each product. 

Hence, the volume of defected products can be estimated in time, and countermeasures can be 

taken as soon as possible. This is followed by controlling supplier quality, which helps 

improving the quality level of the final products by carefully inspecting the materials when 

obtained, improving traceability between products lot and materials used, and managing the 

supply capacity of the products using that materials. Standardization of these processes should 

also be made in order to better organize the quality as well as the quantity of products.  

To better ensure the quality these processes, on-going staff training is another important 

objective that should be noted consistently. Aside from equipment and material qualities, since 

most of the procedures is all done by human, only well-trained operators can handle the 

sophisticated equipment. Instruction manual is required to be in present at all time, risk control 

procedures should be set up, and training for both should be organized routinely so that 

operating staffs are acquainted with the materials as well as the procedures.  
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The last noteworthy objective is lot failure prevention. During the production process, if 

any abnormality is observed, the process should be stopped and announced to a management 

staff immediately. When something wrong happens, no immediate fix should be implemented, 

but instead, the abnormality must be reported in order to determine the causes and find the 

solution. Whenever there is a change, design review must be implemented, and possible side-

effects should be considered for. With the right application of these seven quality objectives in 

addition with the Try-process, defects from products can be prevented.  

CONCLUSION AND RECOMMENDATION  

The research’s aim is to determine the root causes and to propose solutions and preventions 

that can minimize the defects that exist in aluminium diecasting products. As these diecasting 

products are parts of the ISS braking system for ICEV, it is essential that the safety measure of 

these products is accounted for, since any small defect in a product can have detrimental 

consequences. Furthermore, since these diecasting parts are being mass produced, these is also 

the risk of the defects being mass produced and delivered to consumers as well, so prevention 

methods are needed.  

The research has found out that a development in operation management is the 

appropriate approach to eliminate defects on aluminium die-casting products. After making 

several attempts to alter the mold design with changes in the outflow, the research has found 

out that the change has reduced the rate of defects from 24% to 7%. Asides from making 

changes to the mold design, it is necessary to control for the quality of products by having on-

going trainings for staffs and operators, so that the quality of the monitoring and maintenance 

process can be ensured as staffs have familiarized themselves with the procedures. From this 

research, further research can be done by looking at diecasting products in other vehicles, such 

as motorcycles, to see how those products differ from the ones studied in this research. 

Moreover, policy makers can utilize this research by implementing the operation management 

method so that manufactures will be inclined to enforce prevention methods and approaches to 

handle a defect when an abnormality arises during production.   
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TALENT MANAGEMENT IN NHON HOA SCALE COMPANY 

DR. TRACY TRANG LY1, LY SIENG2**, NGUYEN DUC BAO LONG **, NGUYEN 

THI LE VAN3** 

ABSTRACT 

This study aims to identify key elements of a strategic plan for talent management in Nhon Hoa 

Scale Company. Nhon Hoa Scale Company Limited (Nhon Hoa Co. Ltd), established since 

1983 as a small family owned business at the beginning, is now the leading enterprise in 

production of spring dial scale with nearly 2000 employees. A quantitative method has been 

deployed in this research with a survey of 520 employees of the Company. Findings from the 

research show that 6 factors were identified to be important in the talent management strategy 

of Nhon Hon Scale Company. These include employer brand, organizational culture, 

organizational plan, Human resource management strategy, employee engagement and 

management capability. Employer brand is found to be most important in managing talent for 

the Company. 

Keywords: Talent management, scale industry 

INTRODUCTION 

Many countries in the world develop human development strategies focusing on creating the 

balance between the consistency and the creativeness. People are the basic resources. Most 

importantly, people determine the development as well as the country's position in the world. 

Some years ago, business organizations usually compete by the capital scale and by using 

technology to downplay the role of human. In those days, human resources management was 

not a priority. So does the talent management. Inadequate human resource development leads 

to less effective enterprises. 

Currently, when knowledge is an important production resources, the talent becomes 

the focal point of all industries, sectors and organizations world-wide. To survive and grow, 

besides capital, technology, market Viet Nam enterprises are attracting and retaining talents by 

salary, incentive, promotion possibilities etc. This competition will be fiercer with the presence 

of massive foreign companies when Viet Nam further integrate into the world economy through 

free trade agreements. Therefore, talent management is a strategic task of human resources 

management (HRM) in any enterprise. Talent is the most important asset of a business which 

will determine the wealth and sustainability of businesses. 

Understanding the importance of talents to the development of the business, Nhon Hoa 

Scale Company is attentive to this invaluable asset – the talent management. Thriving for more 

than 30 years, it is time for the company to revise the whole system of its personnel in order to 

limit the brain drain situation in the enterprise. A study of Talent Management is an essential 

and important exercise to help Nhon Hoa Scale Company to improve the management’s 

attention to managing the talent and to prepare the next generation for the future development 

of the company. This study will be more meaningful when helping Nhon Hoa Co. Ltd to solve 

the problems related to ineffective talent management including shortage of talents, no talent 

development plan, no cross-generation management and no knowledge management in place. 
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This study will therefore seek to answer the question: What are the factors influencing talent 

management in Nhon Hoa Co. Ltd? 

LITERATURE REVIEW 

The definition of talent management has been existing for a long time. First, that is because it 

contained theories related to the HR practices such as recruitment and succession planning. In 

another word, it reflected the future need of workers in the company or operators would take it 

as a preparation for specific strategy instead. The second reason is the concept of talent 

management has a relation with the personnel needs as well as their progression into the 

organization. In 2010, Collings and Mellahi also agreed that we had to give right job to right 

people based on the ability of matching with each other to achieve a superior performance and 

the motivation of that employee. According to Davis et al. (2007), talent management is a 

collection of activities related to the recruitment, development and retention of talented people 

who are capable of showing off a great performance at a specific position in a particular 

company. 

Ashton and Morton (2005) claim that a good Talent management will pay right attentions 

into important strategic. Talent management is defined as a collection of typical human 

resource department practices, functions, activities or specialist areas such as recruiting, 

selection, development, and career and succession management (Byham, 2001; Chowanec and 

Newstrom, 1991; Heinen and O'Neill, 2004; Hilton, 2000; Mercer, 2005; Olsen, 2000). 

Becker, Huselid and Ulrich (2001) indicate that HR needs to manage its activities and 

match them with the company strategy. Besides, they also have to consider HR as a strategic 

asset so that HR can be able to prove its contribution to the financial success of the company 

(Becker, Huselid, and Ulrich, The HR Scorecard - Linking People, strategy, and performance, 

2001). Vaiman, Scullion and Collings (2012) claim that HR need to focus on important 

decision of the business, especially for matters that relate to talent management. Among the 

new focused areas of the HR department, Wikström (Talent management IFL Executive 

Seminar, 2013) notes that HR strongly related to talent management. Because of the existence 

of many forces and shapers of the global talent challenges, there are many potential HR policies 

and practices that could be used in managing talent activities (Beechler and Woodward, 2009). 

According to Kimani and Waithaka (2010), the study found out that, the respondents 

agreed that the organization culture was employee growth oriented, the respondents agreed that 

the organization culture was relevant towards enhancing talent management and that the 

organization culture had affected positively to their talent, finally, the respondents disagreed 

that organization culture promoted employees talents. Dr Linda Duxbury, professor of business 

at Canada’s Carleton University indicates two significant factors that influence directly on the 

working quality of an employee:  life–work balance as well as learning and development. 

Briefly, it’s all about work-environment issues. 

The findings of Mochorwa and Mwang (2013) state that effective strategies play an 

important role on using tools such as talent acquisition, training, management capability and 

organization development to achieve the success in talent management. According to Davis et 

al. (2007), there is an integration in all levels or function of the organization within the strategy. 

However, Collings and Mellahi (2010) pointed out that 50% of top managers across the global 

agree that there is a lack of connection between talent management plan and the management 

capability. 

According to Kennedy and Daim (2007), the zeal of an employer to retain a given section 

of employees is usually and primarily based on the ability to manage the same. Specifically, 

the company will show off a guidance to their employees while most of them are taking a 

training to such a direction which may be considered as a relevant disadvantage to the 
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company’s operations and success. Since leaders have known how to create a retention-rich 

organization in order to attract, engage and build lasting loyalty among the most talented 

employees, they also create a key to success in the modern globalized economy (Devi, 2009). 

Based on information about the talent management performance provided by the best 

companies in the United States of America as well as on the 2004 Hewitt Best Employers 

Survey, Bhatnagar (2007) discovers that it was easier for employee to meet the objectives when 

they are constantly engaged to their company. 

According to Mochorwa and Mwangi (2013), the focus of talent management is 

presenting the relation between organizational needs for different types of workers as well as 

organizational gaps in capability and capacity. 

As Glen Pushelberg, Managing Director of the Toronto design firm ‘Yabu Pushelberg,’ 

states that: “It’s not about how much you spend. It’s how you portray yourself. It’s how you 

teach others, including your own employees, about what you stand for and who you are as a 

company”.  According to researches about the basis of the comparative analysis, we came to 

realize a fact that companies with the employer brand had lower turnover, invest more in 

training and development activities. Also, these findings prove that the contribution of 

employer brand is recognized as a better option in managing talent people (Barrow and Mosley, 

2006; Berthonet al., 2005; Knox and Freeman, 2006, Backhaus and Tikoo, 2004). 

Even though all these factors have been identified to have specific influence on talent 

management. Their influence on talent management has never been assessed in a 

comprehensive model to see the multi-variable’s impact on talent management. Especially in 

the context of a specific company. 

RESEARCH METHODOLOGY 

This research presents under quantitative method. There are some limitations that this research 

may encounter, including:  

1. Perception of Talent management and other factors that might affect Talent 

management is measured subjectively based on employees’ thoughts. 

2. Due to limited time and budget, only internal factors are studied in this research. 

External influences, such as Legal, Political, Social-economic factors have not been 

analyzed yet.   

As stated by many researchers (Ashridge Consulting, 2007; Likierman, 2007), Talent 

management is defined as the additional management processes as well as opportunities that 

are made available to people in the organization who are considered to be ‘talent’. In another 

words, talent management is very important for a business to manage its performance. 

However, it is not easy to create an effective talent management system. In this regard, the 

organization must handle many difficulties. By looking at the framework below, we can 

understand more about this definition. 

Figure 1: Research framework 
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Below hypotheses are developed to test the relationship between factors with talent 

management: 

H1: There is a significant positive relationship between Human Resources Management 

(HRM) strategy and Talent Management. 

H2: There is a significant positive relationship between Organizational Culture and 

Talent Management. 

H3: There is a significant positive relationship between Management Capability and 

Talent Management. 

H4: There is a significant positive relationship between Employee Engagement and 

Talent Management. 

H5: There is a significant positive relationship between Organizational plan and Talent 

Management. 

H6: There is a significant positive relationship between Employer Brand and Talent 

Management. 

To collect data for this study, a questionnaire has been designed in order to obtain information 

from employees of Nhon Hoa Company. Precisely, most of the questions have been managed 

based on a five-point scale. After being collected, the responses will be coded and mapped into 

numeric values. Taking a typical scale for example: Strongly agree- 5 point, Agree-4 point, 

Neutral - 3 point, Dis-agree – 2 point and Strongly disagree – 1 point. Based on this 

measurement, a correlation analysis will be carried out on to identify the relationship between 

Talent management and other 6 independent variables. A bivariate correlation procedure using 

statistical package for social sciences (SPSS 22) will continuous employed in computing the 

Pearson’s correlation coefficients. 

In order to perform a complete research for this study, there are 504 participants which 

included 434 males and 70 females. The surveys are distributed to all participants regardless to 

the range of age. 520 questionnaires have been randomly distributed to employees at Nhon Hoa 

Scale Company. After being carefully checked, 504 valid ones have been remained.  

The number of Male respondents is dominant over the number of Female ones since 

86.1% of respondents are male. Only 13.9% of respondents are female. The age of respondents 

mostly falls in the 31 to 40 group and over 40 groups. 187 (37.1%) and 195 respondents 

(38.7%) are in those groups, respectively. Regarding Position, there are 7 organizational 

leaders (1.4%), 50 departmental managers (9.9%), 75 supervisors (14.9%), 320 office staffs 

(63.5%) and others (10.3%) taking part in this study.  This would lead to a probably more 

accurate data since the opinions of all kinds of position has been obtained for research. 

Educational level also varies among Nhon Hoa employees, which includes Associate 

Professional Vocational Degree (165 respondents), Bachelor Engineer (75 respondents), Post-

graduate (8 respondents) and others educational level (256 respondents). Most respondents 

have more than 10-years working experience (60.1%). The number of respondents who has 6-

10 years experience is 100, which accounts for 40% of respondents.  Only 20% of respondents 

have less than 5-year experience. The figure of Number of years working for Nhon Hoa is quite 

the same with the Year of experience figure. Most of respondents (59.5%) have spent over 10 

years working for Nhon Hoa. Over 40% have spent 6-10 years at Nhon Hoa. Only a small 

proportion of respondents (7.3%) have less than 2 years spent at this company. This implies 

that most of the respondents participating in this research have a substantially deep 

understanding of Nhon Hoa, therefore a more accurate research findings could be produced.  

Regression analysis was conducted to see the relationship between suggested factors on 

the management of talent in Nhon Hoa Company. Tables below show results of the regression 

analsyis: 
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Table 1: Regression Model of Talent Management and other variables 

Model Summary 

Model R R Square 

Adjusted R 

Square Std. Error of the Estimate 

1 .823a .678 .674 .360 

a. Predictors: (Constant), Employer brand, Employee engagement, Organizational culture, 

Organizational plan, Management capability, HR Management strategy 

Table 2: Analysis of variation 

ANOVAa 

Model 

Sum of 

Squares df Mean Square F Sig. 

1 Regression 135.507 6 22.584 174.257 .000b 

Residual 64.413 497 .130   

Total 199.920 503    

a. Dependent Variable: Talent management 

b. Predictors: (Constant), Employer brand, Employee engagement, Organizational culture, 

Organizational plan, Management capability, HR Management strategy 

Table 3: Coefficients 

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

Collinearity 

Statistics 

B 

Std. 

Error Beta Tolerance VIF 

1 (Constant) -.070 .118  -.592 .554   

HR Management 

strategy 
.138 .046 .133 2.999 .003 .332 3.016 

Organizational 

culture 
.225 .044 .222 5.100 .000 .342 2.922 

Management 

capability 
.107 .045 .103 2.358 .019 .340 2.944 

Employee 

engagement 
.141 .040 .139 3.552 .000 .421 2.373 

Organizational 

plan 
.142 .041 .140 3.464 .001 .396 2.525 

Employer brand .231 .040 .230 5.796 .000 .413 2.424 

a. Dependent Variable: Talent management 

According to the table, all the VIF values are less than 5, revealing that there is no problem in 

terms of multi-Co-linearity among the predictor variables. The tolerance level of the predictor 

variables is high enough to indicate strong relationships among the predictor variables. Model 

summary table suggested that 67.8% of Talent management can be explained by 6 independent 

variables. 

There is a positive significant relationship between HR Management strategy, 

Organizational culture, Management capability, Employee engagement, Organizational plan, 

Employer brand and Talent management because the Sig. value is below 0.05.  

Generally, the survey is reported to be meaningful in assisting the management board of 

the company in devising a radically strategic plan, to attract and retain talents of next 
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generation. Effective talent management would lay the foundation for the sustainable 

development of Nhon Hoa in the daily changing competitive economic climate.  

A great deal of comments reflects that Nhon Hoa has been performing very well in 

building a prestigious employer brand in the perception of employees. The leading position in 

Vietnamese scale market grants employees a certain level of pride when working at Nhon Hoa. 

There are also other points of views which will be summarized below: 

• Concerning the Organizational culture, many employees want their company to be 

more creative-oriented. In other words, Nhon Hoa should renovate a platform where 

creative ideas are highly encouraged. Furthermore, the gap between workers and 

management board makes employees’ ideas are not able to flow to the top people.  

• Employees also made several complaints of current wages. They are not satisfied with 

the salary and therefore they are not fully committed to the company. Some employees 

even predict a high rate of future turnovers if no adjustments in salary policy were 

applied. There is one idea extracted from the survey that Nhon Hoa should consider 

offering more promotion opportunities for current employees if the company wants 

more potential talents to have a high sense of loyalty to the company.  

• The part that attracts many comments from employees is Management capability. The 

ability of top managers is perceived insufficient in employees’ perception. Employees 

do not place a strong belief in the management capability, so that cannot be inspired to 

work harder. They request to replace those who are not good enough by the new ones 

who are good at both expertise and management skills. Besides, the people skills of the 

management seem not to match the expectation of employees. A lack of interpersonal 

skills might adversely affect the motivation of employees, hence could not encourage 

them to move beyond their capabilities.  

The regression equation is developed as followed: Talent management = 0.070 + 0.138 (HR 

Management strategy) + 0.225 (Organizational culture) + 0.107 (Management capability) 

+.141 (Employee engagement) + .142 (Organizational plan) + .231 (Employer brand) 

This equation can be interpreted that:  

• For every unit increase in HR Management strategy, Talent Management will decrease 

by 0.138 units provided other variables remain unchanged.  

• For every unit increase in Organizational Culture, Talent Management will decrease by 

0.225 units provided other variables remain unchanged. 

• For every unit increase in Employee Engagement, Talent Management will increase by 

0.141 units provided other variables remain unchanged. 

• For every unit increase in Organizational Plan, Talent Management will increase by 

0.142 units provided other variables remain unchanged. 

• For every unit increase in Employer Brand, Talent Management will increase by 0.231 

units provided other variables remain unchanged 

In summary, the relationship of the 6 variables with Talent management has been identified. 

The finding indicates that all 6 independent variables are found to have a significant correlation 

Talent management. Employer brand (0.231) is the most influential determinant of Talent 

management, being followed by Organizational culture (0.225). Organizational culture and 

Organizational plan have an equal effect on Talent management. HR management strategy 

(0.138) also moderately influences Talent management. Management capability exerts a quite 

weak influence over Talent management in this study.  
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CONCLUSION 

Talent management is among the most key factors to success of any industry. The findings 

from this research of Talent management provided by Nhon Hoa Scale manufacturing 

Company in Ho Chi Minh City, Vietnam are certainly significant to the scale industry. 

Knowing which aspects worth putting effort helps the company save a large amount of capital. 

Effective talent management is no longer considered expenses if being managed properly and 

reasonably. Well-implemented talent management strategy will certainly lead to a period 

sustainable development of the company. 

The research has found out the determinants of Talent management in large-sized 

company such as Nhon Hoa Scale Manufacturing Company. This will contribute to fill the 

knowledge gap of Talent management of big companies in Vietnam. In addition, this is also 

significant to the relevant academe in studying and teaching in the field of Talent management 

in international education. 

This study has encountered some following limitations:  

• Only internal factors are considered. External determinants such as government policy, 

educational system, and labor force have not been analyzed yet. A program curriculum 

from the university that is designed to fit the industry requirements will help the 

organization to boost up and optimize the talent management strategy. In addition, 

government policy will also affect the organization’s recruitment and compensation 

plan.  

• This study only explores the casual relationship between 6 independent variables and 

Talent management. Other important aspects of Talent management, including 

Succession planning and Talent pool development, have not been incorporated into the 

research 

The future study should deeply analyze the macro-environmental factors in order to produce a 

more accurate result. For a more efficient and effective Talent management, Succession 

planning process and Talent pool must be in place in future study. Moreover, Employer brand 

and Organizational culture are found to be the most influential factors of Talent management. 

However, within the scope of this study, profound understanding of these two determinants has 

not been developed. Hence, future study should split these factors into small topics in order to 

devise a specific implementation strategy for each aspect. 
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ATTESTING GOOD GOVERNANCE IN LAOS PDR: IS THIS SUSTAINABILITY 

DEVELOPMENT FRAMEWORK PROPELLANT TO A LARGE ENTERPRISE? 

MR. SENGSOUVANH CHANTHALOUNNAVONG1 AND SUTEERA 

SRIBENJACHOTE2** 

ABSTRACT 

Country development in order to strengthen competitiveness is the goal of every country. The 

countries compete to attract the investors’ interest in generating revenue and economic growth. 

Therefore, the good governance of public and private sectors has become an important 

competitive factor especially the large enterprises. Lao People's Democratic Republic (Lao 

PDR) is one of ASEAN countries that has potential, be interesting and attracts foreign investors 

because Laos has natural resources and is an important electric power source of the ASEAN 

region. In this paper aimed to propose a sustainability development framework on corporate 

governance for the management of large enterprises in Laos PDR. The paper also analyzed the 

concepts and a theory derived from the relevant document collection and then also presents a 

sustainability management framework on corporate governance for the management of large 

enterprises in Laos. The results of the paper enable the large enterprises in Lao PDR to have a 

preliminary approach with corporate governance for appropriate sustainability. The 

government agencies in Lao PDR can also use these results as a guideline to formulate policies 

as well as to drive and develop the balance and sustainability in both national and global 

operations according to the sustainable development goals.  
Keywords: sustainable development, good governance, framework, large enterprise, Laos 

PDR 

INTRODUCTION 

Due to the global economic and financial crisis that has resulted in large enterprises to give 

importance to the role of the Board of Directors in protecting the profits of the company and 

pushing the company to move in the right direction (Dagnino, Minà and Picon, 2013). 

Therefore, the corporate governance of large enterprises has become an important competitive 

factor for investor’s trust (Oman, 2001; Allen, Gale and Wharton, 2002). Corporate governance 

is an important concept in managing current business organizations in organizations and 

countries development sustainably on a basis based on economic society and environment 

balance under the righteousness and importance of stakeholder participation both inside and 

outside the organization (Chowdary, 2002). Therefore, business organizations should use 

corporate governance as a tool to manage and develop capability by promoting the role of 

operations and determining the clear operational goals for resources to appropriately be 

allocated. That creates justice for stakeholders, community and overall society (Cochran and 

Wartick, 1988). Also, corporate governance attracts quality investors, which reflects that 

investors pay more attention to the level of good corporate governance of the company where 

they will invest. The investor will use the level of corporate governance in the company as a 

factor for screening the stocks before investing and the factor that used in analyzing the stocks 

of a company if those have potential to generate higher returns than other companies (Feleaga 

et al., 2011; IFC, 2011) 
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Lao People's Democratic Republic (Lao PDR) is one of the potential ASEAN countries 

that are interesting for foreign investors based on national resources both natural resources and 

the world's major electricity source (Nick, 2002). The government of Laos PDR has a policy 

of promoting foreign direct investment, developing many special economic zones and 

exclusive economic zones. Besides, the capital market development strategy of 2016 - 2025 

aims to have at least 25 listed companies in 2020 (IPD, 2018). Therefore, there are activities to 

promote investment both domestic and abroad, which affect Lao PDR to have high potential to 

support trade and investment activities that are expected to increase significantly in the future. 

However, according to the overall report of the business environment of The World Bank 

Group (2018), which has conducted measurement of the rules or management guidelines for 

business operations in each country, it is found that in 2018, Lao PDR was ranked at 141 in 

190 countries. It shows that Lao PDR is still unable to demonstrate concrete and reflects the 

transparency of business operations in the country. Therefore, the lack of understanding of true 

corporate governance and the lack of links to demonstrate concrete benefits of compliance with 

corporate governance is the heart of the implementation of corporate governance in the 

management of private organizations especially large enterprises in the Lao PDR. It is to have 

efficiency and effectiveness as well as various regulatory mechanisms that affect confidence 

and trust to all stakeholders and related parties. It will create sustainable development for 

enterprises (Solomon and Solomon, 2004). This article aims to propose a sustainable 

development framework for the management of large enterprises in Lao PDR based on 

corporate governance. 
LITERATURE REVIEW 

History of corporate governance concepts 

Corporate Governance philosophy has been developed from good governance philosophy 

(Good Corporate Governance) 1990; Rothstein and Teorell, 2008). It also helps to restore the 

economy of the country, develop and solve problems that occur in the countries in America, 

South Africa, and Europe continents where having financial problems. Therefore, the World 

Bank uses good governance as an important condition in considering and approving loans. The 

goal is for improving the quality of government services, adhere to the rule of law, including 

the elimination of corruption in those countries. Also, the World Bank has defined "Good 

Governance" as a means of using power leading to resource management for the country's 

economic and social development (Bangura, 2018). Later, there are many other agencies such 

as The United Nations Development Program (UNDP) and the Asian Development Bank 

(ADB) have published such ideas since the years 1990-1995. Good governance concept 

receives more important and becomes an important issue in the international development 

context (Berglof and Thadden, 1999). 
Definition of corporate governance 

Shleifer and Vishny (1997) explained that the corporation refers to a group of people who 

gather together to form a juristic person for one of the important matters or limited company. 

It shows large organizations that run business for profit, stability, growth, and generosity 

including private businesses, state enterprises or multinational companies that are not 

government organizations or NGOs. While governance means the rule that is full of generosity 

like father and mother’s love towards their children. It is a rule that is full of the spirit of 

appreciation and dignity of humanity which is different from the rule that uses power or 

weapons. It also the rule that uses skills and arts which allow the ruler to receive maximum 

benefits. Therefore, when it comes to the era of globalization, there is the rule that does not 

take into account common interests or stakeholders in other businesses (Levitt, 2005). From 
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combining the meanings of these two words mentioned above, corporate governance means 

the organizational management which makes stakeholders gaining confidence in the 

implementation of policies, good governance operations, the rights of shareholders, and 

equitable treatment of shareholders, information disclosure and the responsibility of the Board 

of Directors that having quality, efficiency and effectiveness, fairness, transparency, 

responsibility, participation, ethics and virtue, can be checked, saving and cost-effectively  

using resources as well as being responsible to the community and society. 

The sustainable development concept of business organizations 

Sustainable development is considered as a new international concept that replaces the 

traditional economic and social development that focuses only on growth and modernity from 

scientific progress until causing many problems so that the sustainable development guideline 

is developed to be the solution of the problems (Ester, 1993). However, in the early stages of 

the concept, there are still abstract features concentrated in the government and international 

organizations. It has the first starting point from the United Nations Conference on Humanity 

and the Environment in 1972, which argued and acknowledged that economic development 

and environmental issues are interconnected and finding out that between protecting the 

environment and economic development, which is more important (Blackburn, 2008). 

Followed by the establishment of the United Nations Environmental Program (UNEP) that act 

the environmental representative of the United Nations in stimulating, disseminating 

knowledge, facilitating and promoting efficient use of resources that result in sustainable 

development in the national, regional and global levels. The concept of sustainable 

development originated from trying to find a solution to the conflict due to having different 

perspectives on future developments. The factors of economic needs, resource limitation, and 

environmental problems are the main reasons for driving sustainable development especially 

when every business organization brings that to be the main point for creating business 

sustainability. 
A FRAMEWORK SUSTAINABILITY DEVELOPMENT OF CORPORATE 

GOVERNANCE FOR THE MANAGEMENT OF LARGE ENTERPRISES IN LAO 

PDR 

From analyzing and synthesizing the relevant concepts and theories, the researcher proposed a 

sustainability development framework on corporate governance for the management of large 

enterprises in Lao PDR with 5 dimensions as follows; Blackburn (2008), Hart and Milstein 

(1999), GRI (2013), Andrew and Karl (2006), Ho (2005), Schmalensee (2012), World Business 

Council Sustainability Development (2000), Dalbol and Dalbod (2011), Lubin and Esty (2010), 

and Dyllick and Hockerts (2002). 

Dimension 1: Structure and Process. The structure of large enterprises in Lao PDR must 

be supervised to ensure good management in the organization, which is the board of directors, 

audit committee, senior executive selection committee, risk management committee, corporate 

governance committee. Next, are the government sectors which are the government and 

government agencies that control the promotion of business organizations for the process of 

corporate governance that consist of; 1. Acquisition and establishment of the corporate 

governance. 2. Management under the rules of corporate governance. 3. Support of incentives 

for corporate governance to be effective. 4. Personnel and corporate governance process 

evaluation. 5. Checking the quality level or reliability of the corporate governance process by 

independent people or institutions. 

Dimension 2: Ethics and Integrity. Large enterprises in Lao PDR must have a clear 

ethical guideline which is recognized by all personnel in the organization, senior executives 

from the board of directors, presidents, general managers and executives of various levels must 
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behave as role models. It is for employees to follow in the same direction and it will affect the 

morale of employees, ethics, and morals of senior executives which should be consisted of 1. 

Responsibility 2. Fairness 3. Honesty 4. Ashamedness from doing wrong. 

Dimension 3: Competence and Wisdom. Large enterprises in Lao PDR must be aware of 

the ability of people in organizations that the capability applies knowledge to create skills until 

they have enough proficiency and lead to expertise in the production of products and services. 

Therefore, personnel selection must focus on quality, knowledge and ability as importance. In 

particular, the executives must have the same knowledge, and ability as that wisdom. In other 

words, it is an advanced ability to invent, choose and act wisely that is suitable for the 

environment of the organization and must be driven dynamically and evolutionarily.  

 Dimension 4: Eco-Efficiency. Large enterprises in Lao PDR must not cause pollution 

and contamination to the environment. There is guideline development of greening and eco-

efficiency to be used as an important way to create balance and sustainability between business 

growth and environmental impact reduction. Greening means an attempt to improve existing 

products or production to prevent or reduce environmental impacts. It makes the company 

being able to operate and follow the law, reduce social pressure, represent social responsibility 

and have a character as a continuous improvement based on cooperation in the industry rather 

than the change from innovation only. 

Dimension 5: Sustainability Report. Large enterprises in Lao PDR must prepare a 

sustainability report as a process of the organization to build understanding and link issues 

related to sustainable development approach to the organization's plans and strategies by 

determining the goals, performance measurement and managing changes for sustainable 

growth. The report is an important result of the organization, which is like the audit report from 

external agencies. It is similar and important as a financial report. For an enterprise that has 

readiness, there should be a social and environmental report along with a financial report. 
 

 

 

Figure 1: the corporate governance model for large enterprises in Lao PDR 

The 5 dimensions on figure 1 which are structure and process, ethics and integrity, competence 

and wisdom, eco-efficiency and sustainability report, affect the large enterprises in Laos PDR 

must consider that good corporate governance can shape the 3 dimensions of sustainable 
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development together. It will enable enterprises to create competitive competency and stability 

to the organization, with profitability, stability, growth, and contribution to society. 

DISCUSSION AND IMPLICATION  

Sustainable management of business with corporate governance within large enterprises in Lao 

PDR from 5 dimensions which are structure and process, ethics and integrity, competence and 

wisdom, eco-efficiency and sustainability report, is a business approach that will create long-

term added value for the owner or shareholder by managing the risk management opportunities 

in the economic, social and environmental dimensions. It is considered as a major trend that is 

important to business operations at this moment and in the future. Business organizations must 

adapt and change strategy and work system to be consistent with changes to maintain a 

competitive advantage. Large enterprises in Lao PDR can maintain growth targets both in short 

term and long term to meet the needs of stakeholders who related to the business directly and 

indirectly. Large enterprises in Lao PDR can make the shareholders be confident that the 

company always has sufficient cash flow in running the business and provide higher returns to 

shareholders than the average of other businesses in the same industry. Large enterprises in 

Lao PDR can increase value to the community, both in terms of personal human capital and 

social capital of the community, to create understanding and motivation that allow the company 

to be a part of society. In environmental aspects, the company must use natural resources at a 

rate that is less than the ability to produce or find others to replace. The waste is not allowed to 

be released at a rate that exceeds the self-management capability of the environmental system. 

Ultimately, it will lead to sustainable business management under global changes and a 

competitive environment as well as to create trust for business partners in terms of transparency 

and fairness which is the basis of sustainability development in the economic, social and 

environmental dimensions for the Democratic People's Republic of Laos (Lao PDR) 

sustainably in the future.  
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APPEARING MODEL OF SOCIAL ENTERPRISE IN LAOS PDR: AN 

INTRODUCTORY ANALYSIS 

MR. KHAMHOU PHANTHAVONG1 AND PHITHAGORN THANITBENJASITH 2** 

ABSTRACT 

Globalization has performed a role in the economic and social changes. It results in the 

organization’s performance to be aiming at creating only profits which are causing various 

problems to people and society around the world. Therefore, the concept of social enterprise is 

an accumulation of business that aims at returning preferences to society, economy, and the 

environment. It was developed to solve problems occurring within society in various countries 

around the world. However, the Lao People's Democratic Republic (Lao PDR) is a country that 

is currently developing itself for having economic growth and competitiveness. This is all to 

keep up with the changes of globalization. In this paper, it aims at exploring the elements of 

the social enterprise model through literature review, collecting related research and 

documentation. The results of the research will be useful in the feasibility study of applying 

the social enterprise model in Lao PDR by taking into account the stakeholders. It will also be 

a proposal to the government and the private sector in applying the social enterprise model 

appropriately including creating sustainability to the economy and society of the Lao PDR. 
Keywords: Social Enterprises, Stakeholder, Laos PRD, Model 

INTRODUCTION  

When globalization has come to play a role and create changes in the economy and society, 

this results in the performance of various organizations aiming to create only profits by 

ignoring the results and leaving effects within society. It leads to various problems that 

affecting people and society throughout the world and these problems show the neglect and the 

lack of social responsibility of the business sector (Ebrahim, Battilana and Mair, 2014). 

Therefore, the concept of social enterprise or the operating model that aims to return benefits 

to society, economy, and environment is developed to solve problems within society (Lewis, 

Hunt and Carson, 2006). Nowadays, the popularity trend of business performance with social 

enterprise forms has continuously increased. It can be seen from the growth of the amount of 

funding for organizations or businesses that have implemented activities that return benefits to 

society and the environment. This shows the trend and popularity of social enterprise 

performance that are increasingly high over the period of time. (The Global Sustainable 

Investment Alliance, 2014).  

 The concept of social enterprises was born and developed in various countries around 

the world, especially in Western Europe and the United States since the mid-1990s (Defourny 

and Kim, 2011) in order to be used as a tool to help reducing social and community problems 

by reducing the gap between people, making more fairness and reducing environmental 

problems from a capitalist economic system reasonably and sustainably (Hightower, 2009). It 

is a business that has a business model that aims to solve problems including developing social 

communities and an environment. It is essentially not a business that has the main goal to make 

the most profit for the owner or stakeholder. It goes through effective business practices, 

business plan, and operations to develop the business performance as well as to be stable. A 
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strong financial status leads to profit and use it to solve problems and develop society and the 

environment to achieve the balance (Lee and Louise, 2019). 

 While the Lao People's Democratic Republic (Lao PDR) is one of the ASEAN members 

who is developing the country in line with the economic growth and changes in the global 

context, as can be seen from the growth rate which is a result of the manufacturing and 

industrial sectors, so this article will explore the elements of the social enterprise management 

model of Lao PDR. 

LITERATURE REVIEW 

Overview of Social Enterprise 

Nowadays, capitalist economic growth is the growth of industrial development. It is the 

principle of resource allocation and business performance. For capitalism, it will rely on a 

scramble strategy, social and environment encroachment which is the main strategy in business 

(Hightower, 2009). In capitalism, there are good effects that are to create opportunities and 

income as well as to raise economic and social status. But there are negative effects which are 

from making the highest profit as well because capitalism often neglects the impact on the 

environment and society. It causes environmental problems, social problems and social 

inequality problems (Battilana and Lee, 2014).  

 Social enterprises have been raised as a new concept in international development to 

focus on supporting business and social business operations in various countries around the 

world. (Hightower, 2009). Especially in Lao PDR, the social enterprises have received 

widespread attention but the research on the social enterprises is still recognized very little 

when compared to general business research (Smallbone et al., 2001).  

Social Enterprise in Definition  
The definition of social enterprise (SE) is somewhat different according to the understanding 

of each academic. Martin and Novicevic (2010) proposes that social enterprise is something 

that organizations can cause self-reliance, social development and the economic growth of the 

country rather than create the profits returning to shareholders. It focuses on creating 

sustainable wealth to society. It does not monopolize business ownership, but it is distributed 

to stakeholders in the business. Zahra et al. (2009) explained that social enterprises are 

recognized as being beneficial to the society as a whole, creating jobs, generating income, 

enabling people in the community to have better lives and also developing the economy to 

grow sustainably. For Dacin, Dacin and Matear (2010), interpreted that social enterprises are 

agencies or organizations that can use the principles of business to solve social problems. It 

aims to change society, raise the well-being of society or people in the community and create 

sustainability of the overall economy. From the above, the researchers concluded that the 

community enterprise means the business operations related to products or services which 

helps in solving problems, developing society and leads to sustainable development. The 

business is run by the principle of non-profit business and has the main goal as to be successful 

in business along with solving social problems. 

Process of Social Enterprise  

There are four basic steps to start society enterprises (Bornstein, 2007; Elkington, 1997; 

Harding and Cowling, 2006) which are step 1, searching for interesting social problems. That 

is, when there are any interesting social problems, it needs to collect as much information 

related to that problem as possible. Either from people involved in the area or those who are 

experiencing problems directly or from information that is published in various channels. Step 

2, understanding the problem. It is to use the information obtained from Step 1 to consider and 



                                                                                           AICIBS-ICBLSS 2019 MAY (BOSTON)| KHAMHOU PHANTHAVONG |72 

ISBN: 978-1-911185-98-7 (Online)                                        © 2019 The Author | AICSSH-ICBITM 2019 © 2019 FLE Learning 

understand the root of the problems and find ways to solve them. It also includes selecting the 

guidelines of their social enterprises in solving those problems. It may be only a part of all 

problems that was solved, depending on their potential and suitability. Step 3, exploring the 

opinions of people in the area or those who have problems. It is to go back and study people 

who have problems or people in the area on what they need and to understand their point of 

view and their opinions. After that, bringing and considering those comments with synthetic 

information from step 2 to find a summary and start suitable social enterprises that meet the 

needs of people in the area or those who have problems. Step 4, development of a problem-

solving model. At the beginning of the development of social enterprises, there should have 

development procedures such as product or service development as well as the knowledge that 

is used to solve problems and test with target groups in the area. It is to check if the business 

plan of the business is effective. If it is unsuccessful, it must be improved to be better. In 

summary, the whole 4 steps are considered as the starting point to start a social enterprise with 

a good foundation to solve social problems. After that, it will develop business ability in the 

areas of marketing, finance, and supply chain, etc. to enable social enterprises to participate in 

the competition, have financial stability and sustainable business operations. 

ELEMENTS OF THE SOCIAL ENTERPRISE MODEL FOR LAO PDR. 

From Literature review and relevant documents collection (Borzaga and Defourny, 2004; 

Bornstein, 2007; Drayton, 2006; Sabbaghi and Cavanagh, 2018; Lee and Louise, 2019), the 

researcher discovered the lack of theoretical for elements of social enterprise model for Lao 

PDR which consist of; 

1. Government Policy. Government Policy is a factor in creating success in social enterprise 

operations. Due to the government policy which can determine the direction to support 

required business operations, it needs participation from all sectors including the private 

sector as well. 

2. Social Entrepreneurship. Social Entrepreneurship is the initiator that pushes the social 

organization to be successful because social enterprises are businesses that have the main 

goal about society. Therefore, it is necessary to rely on leaders who have skills to drive 

business and focus on solving problems along with developing society. It includes creating 

cultural awareness to be accepted and understood of the mission. The role of social 

enterprises as a part in solving problems and developing society through business channels 

will create cooperation in business operations. 

3. Social Mission. Social Mission is one of the most important missions beyond the business. 

Because the social enterprise is created to use the business to solve problems and develop 

society, the determination of social mission is, therefore, an important step and is the 

starting point of the direction of social enterprise’s operation. 

4. Social Innovation. Social Innovation, as a social enterprise which aims at creating positive 

change to society, social enterprise is not able to accomplish their tasks through methods 

and concepts of general business. The creativity of entrepreneurs that appears in the form 

of social innovation is like a "lever" to create real change. 

5. Competitive Advantage. Competitive Advantage allows a social enterprise to have more 

efficiency and productivity in business and can be competitive. It is to get income to sustain 

the social mission including being able to expand the business and create more 

performances. Also, human resources must also be developed. It can be seen that all sectors 

require the management to manage within an organization as well as to drive stable and 

sustainable growth of social enterprises that require personnel in the organization. 

Therefore, if the management of human resources within the social enterprise organization 

is effective, it will result in the effective management of social enterprise activities. 
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6. Stakeholder Engagement. Social enterprise’s operation must engage with stakeholders to 

know how this is important to the business operation and use this information in 

management and be responsible for all stakeholders.   
7. Social Ownership. A Social enterprise should create inclusive ownership for all parties to 

truly contribute and drives the business. Creating ownership to community or society, helps 

social enterprise can sustainably maintain the social mission and be able to work with 

cooperation from all parties in society. 

8. Scalability. Apart from making profits and maintaining business to survive, the objectives 

of the social enterprise must also include the business expansion. In business and their 

performance in society including social enterprise operations, they need to get income into 

the organization. Therefore, the source of income which will be used to support social 

performance that is important to the organization survival. If the social enterprise can reach 

many consumers, it will inevitably affect the income that has increased. 

9. A Social Impact. Social Impact means an achievement caused by the social business which 

can be evaluated by changing the actual issues or social problems. The mentioned 

achievement must have an impact that is sufficiently sustainable in itself. 

 

From the presentation of the lack of theoretical for elements of social enterprise model for the 

Lao PDR, it can be seen that social enterprise is considered as a new form of the organization 

compared to other types of organizations because these were founded only for few years. 

However, the social enterprise organizations have characters of an organization that are 

consistent and different from other types of organizations. From the study of the important 

characters of the social enterprise organization, it is found that most of the organizations are 

small to medium-sized organizations and those are businesses that aim to help society and the 

environment while still have to seek for profit so that the business can carry on in the future. It 

is an organization that relies on various network partners, whether it is the target group that the 

organization wants to help customers, government sector or group that provides support in 

various fields, etc. Also, the social enterprise organization must also focus on innovation for 

competitive advantage as well as to respond to social problems and the environment that has 

rapid changes. 

 

Figure 1: the elements of the social enterprise model for Lao PDR 
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CONCLUSION  

Nowadays, the business of social enterprise became known and accepted more than before 

because it is a business that focuses on solving social problems and the environment while still 

has profited from running the business so that the organization can sustainably continue in the 

future. Social enterprises have some aspects that are different from other organizations, such 

as being an organization that was established to focus on solving social problems and the 

environment although some problems cannot be solved. Government or private organizations 

are organizations that rely on cooperation from various sectors in the operation. Those must 

also focus on creating innovations to solve social problems and the environment that occurs 

and changes rapidly. From analyzing social enterprise organizations through the perspective of 

organizational theory, the researcher summarizes the form of the social enterprise organizations 

as to be a living organism to be able to respond to current changes of the environment in 

organizations. The organizational structure is depending on each situation or a network 

organization that is to provide flexibility in management and cooperation. For the culture of 

social enterprise organizations, it should focus on the culture of participation. It is the culture 

that the organization supports and empowers personnel, focuses on teamwork and develops 

personnel competency at all levels. Besides, it focuses on the culture of adaptation, which is a 

culture that focuses on creating changes, emphasis on customers who use services and also 

learning organization. The analysis of social enterprise organizations in this article is mainly 

based on the views of the researcher and is only an analysis of some issues. Those who are 

interested in social enterprise organizations can study more from various sources. In the future, 

the business of social enterprise will receive more attention because such businesses are not 

only to solve social and environmental problems, but the organization still has profited from 

operations so that the business can sustainably carry on. 

IMPLICATION  

This study aims to study the concept, procedure, and important factors that make social 

enterprises succeeding in abroad and study the model, and procedure of running social 

enterprises in Lao PDR. It also includes problems, obstacles and limitations in development as 

well as explores the opinions of experts and/or those with experience related to social enterprise 

development in Laos PDR. It is to use the information obtained from all studies to process and 

develop as a model for suitable social enterprise development in Lao PDR. It is for both 

relevant government agencies and private sectors to realize the importance and set policies as 

well as the measures which are appropriated for social enterprise’s promotion and development 

in Lao PDR to have the efficiency, stability, and sustainable growth. On the other hand, social 

enterprise is a business for solving social and environmental problems that have adopted social 

innovation to use in solving problems. It is to create sustainability in solving problems from 

running business operations and also social and environmental operations. It will help and 

strengthen the community and have self-sufficiency until being able to raise the living 

standards of the community, society and create economic sustainability. Besides, a business 

operation in the form of social enterprises also reduces problem-solving from government 

agencies that are not thorough and comprehensive. 
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TECHNOLOGY (IT) MANAGERS ON STRATEGIC ALIGNMENT MATURITY 

BETWEEN BUSINESS AND IT 

MR. OSMAN VEYSEL ERDAG1, PROF.DR. ESIN CAN**  

ABSTRACT  

In this study, the impact of strategic leadership behaviour of IT Managers on Strategic 

Alignment Maturity (SAMM) between business and IT was investigated. The Strategic 

Leadership Questionnaire (SLQ) and Strategic Alignment Maturity Model (SAMM) were used 

to investigate the correlation between strategic leadership behaviour and business-IT strategic 

alignment. Fortune 500 companies in Turkey were selected with 254 IT Managers from 29 

different sectors responded. Cronbach Alpha reliability value for SLQ was calculated as 0.878 

and as 0.965 for SAMM. This research showed that there is a correlation between SQL and 

SAMM, and the correlation was positive. Other detailed statistical analyses were performed 

and explained in detail. This research is significant because it was the first and the only study 

investigating the relationship between strategic leadership behaviour and strategic alignment 

between business and IT. Therefore, the results can create strategic management guidance for 

managers to align IT strategies with business strategies in the organisations. 

Keywords: Strategic Management, Strategic Leadership, Strategic Alignment, IT 

Management 

INTRODUCTION  

Leadership and information technology (IT) are the most popular subjects in business and daily 

life. However, these two concepts are not very well understood. Moreover, IT is seen as a 

technical concept and a supporting business function. Therefore, management theories 

generally are not applied to or implemented in IT departments. 

On the other hand, technology, specifically IT, is improving very rapidly, and it started 

to become the strategic tool to provide a strategic competitive advantage for the organisations. 

Organisations realising this fact started to create their own competitive advantage, and some of 

these organisations even create a disruptive competitive environment by introducing new 

products and new business models (Hales and McLarney, 2017). In order to achieve such an 

advantage, IT must be seen as a strategic tool, and IT departments must align their strategies 

with business strategies. Otherwise, organisations can lose their competition and IT 

departments and investments can be seen just as cost centres in the organisations. Moreover, 

organisations may face massive IT project failures, and they can also lose a considerable 

amount of money. It is a fact that information technologies are not unique to a single 

organisation, and every other organisation can use them. Furthermore, IT employee’s high level 

of technical sophistication and their generally introverted personalities are the two other factors 

negatively impacting the alignment between IT and business strategies. Lack of strategic 

alignment between IT and business not only increases costs but also leads to the loss of 

competitive advantages of enterprises and even to stop their operations. (Porter, 2017; 

Mkhwanazi, 2017; Widman, 2008; Wikipedia, 2019; Yeshayahou, 2018). 

Along with these developments, Information Technologies, which has become an 

essential part of everyday life, continues to be a component that is perhaps the least understood 

in enterprises, especially where senior executives have difficulty to understand and therefore 

cannot develop clear strategies on how to use them (Haapaniemi, 2017). 
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In this study, the impact of strategic leadership behaviour of IT manager on strategic 

alignment between business and IT strategies were investigated.  

LITERATURE REVIEW AND THEORETICAL FRAMEWORK  

Leadership literature is vibrant, and there are various theories developed. In addition to 

scientific theories and studies, popular literature is also vibrant. It is possible to find a massive 

number of books about leadership in business, and these books are resourceful about 

recommendations for business leaders.  

In the very early stages of human history, names and descriptions like “head of state,” 

“military commander,” “Principe,” “king” was used to differentiate the community members 

leading or commanding the community (Bass and Bass, 2002, p. 49). The word “leader” first 

appears in English around the fourteenth century. However, the word “leadership” had not to 

be seen until the second half of the nineteenth century. Although there are several different 

definitions of leadership, Bass explains that there is a list of behaviours common in almost all 

definitions. In this respect, according to Bass, leadership has been regarded as the focus of 

group processes, as a matter of personality, as a matter of inducing compliance, as the exercise 

of influence, as particular behaviors, as a form of persuasion, as a power relation, as an 

instrument to achieve goals, as an effect of interaction, as a differentiated role, as initiation of 

structure, and as many combinations of these definitions (Bass and Bass, 2002, p. 55). 

In order to explain leadership, first Trait Theory, which considers personal qualities and 

characteristics that differentiate leaders from non-leaders was introduced in the late 1960s 

(Robins and Judge, 2013, p. 369). Since it was discovered that trait theory was not sufficient 

to explain every aspect of leadership, Behavioral Theories of Leadership using specific 

behaviours to differentiate leaders from non-leaders was developed (Robins and Judge, 2013, 

p. 371). Contingency theories, Charismatic Leadership Theory, Transitional and 

Transformational Leadership theories followed behavioural theories to explain and understand 

leadership (Robins and Judge, 2013, p. 382).   

Strategic Leadership 

After 1980, leadership studies started to change, and in addition to studies about supervisory 

leadership theories, strategic leadership and impact of senior management have been studied 

and investigated. Hamrick and Mason described the basics of strategic leadership by 

introducing the Upper Echelon Theory (Hamrick and Mason, 1984). In this study, Hamrick 

and Mason explained that demographic characteristics of senior managers were impacting the 

type and amount of information they were using and hence affecting the strategic decisions and 

performance of organisations. In this approach, strategic leadership was seen as the reflection 

of senior managers and their choices in the organisations.  

Senior managers have access to a wide variety of information from different resources. 

However, they got filtered information because employees at the different levels of 

organisations filter up to the senior managers.  While senior managers only get the filtered 

information to understand what customers need, what competitors can do and how potential 

customers see their products and services, front-line employees and lower-level managers can 

obtain much of the information directly and before it reaches to senior management. 

Pisapia defines strategic leadership as “the ability (as well as the wisdom) to make 

consequential decisions about ends, actions, and tactics in ambiguous environments” (Pisapia, 

2009, p 7). Pisapia also claims that strategic leadership is the theory of integrating management 

with leadership, politics with ethics, and strategic intent with tactics and actions. According to 

Pisapia, the main difference between strategic management and strategic leadership is like the 

difference between analysis and synthesis. Strategic management is mainly about analysis, 
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while strategic leadership is about synthesis. Strategy formulation is one of the main focus for 

strategic leadership (decision making and strategic intent). The strategic leadership also 

coupled the capabilities necessary for motivating organisational members to join in the pursuit 

of the organisation's intent. Open communication, cross-functional teams, and a supportive 

culture are used to implement those intents. Strategic leadership does not apply these methods 

to achieve just one-time goals but use them to continuously monitor the environment with the 

object of making the right moves in a dynamically changing, competitive landscape. 

Similar to the other classical leadership theories, strategic leadership theory covers all 

managers in the organisation, not only the senior managers but all managers in the organisation. 

Strategic leadership must be presented at every level of the organisation. 

Pisapia developed Strategic Leadership Questionnaire (Pisapia, Reyes-Guerra and 

Coukos-Semmel, 2005) which consists of thirty-five questions with five factors. The first 

factor, Managing contains nine questions, Transforming and Bridging have six questions each 

while Bonding and Bartering contain seven questions each. Pisapia’s strategic leadership 

framework is shown in Figure – 1. 

 

Figure 1: Strategic Leadership Framework 

 
 

Pisapia defines the components of Strategic Leadership as follows: Managing defines the 

actions taken to maintain consistency so that current organisational goals are accomplished 

efficiently and effectively. Actions taken to influence direction, actions, and opinions in order 

to change organisational conditions and culture so that learning and change occur as a routine 

of the organisation define Transforming. Bonding is defined as the actions taken to ensure that 

trust is an attribute of the system and not just something developed among individuals so that 

followers' exhibit an emotional commitment to the organisation's aspirations and values. 

Bridging improves alliances with people of power and influence from outside and inside the 

organisation to gain insights, support, and resources. Actions taken to give something in 

exchange in order to strengthen the effectiveness of relationships and alliance building efforts 

are called Bartering (Pisapia and Ellington, 2013, p. 15-18). 

Strategic Alignment Maturity Model 

Information Technology (IT) was accepted as a support function in organisations and strategic 

management models (Figure – 2). If they cannot align with business strategies, organisations 

will have difficulties to achieve their goals. At the same time, IT departments and investments 

will be seen as cost centres and massive IT project failures will be inevitable (Porter, 2017; 

Mkhwanazi, 2017; Widman, 2008; Wikipedia, 2019; Yeshayahou, 2018). 

It is possible to find various different studies about alignment between business strategies and 

IT (Luftman, 2000; Bergeron, Raymond, and Rivard, 2001; Henderson and Venkatraman, 
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1993; Hu and Huang, 2005; Luftman, Lewis, and Oldach, 1993; Maes et al., 2000; Marchand, 

Kettinger, and Rollins, 2001; Reich and Benbasat, 1996; Reich and Benbasat, 2000; Teo and 

King, 1996; Teo and King, 1997). On the other hand, the tool to measure strategic alignment 

between business and IT strategies was developed by using the study by Henderson and 

Venkatraman prepared in 1989 in Massachuset Institute of Technology (MIT) Center for 

Information System Research (Henderson and Venkatraman, 1989). 

Figure 2: Strategic Value Chain (Porter, 1991) 
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Venkatraman and Henderson developed their theory by using the following two fundamental 

assumptions (Henderson and Venkatraman, 1999):  

1.) Economic performance is directly related to the ability of management to create a 

strategic fit between the position of an organisation in the competitive product market 

arena and the design of an appropriate administrative structure to support its execution.  

2.) Strategic alignment is inherently a dynamic process. Fundamental strategic choices 

made by the organisation will evoke imitative actions in time, which requires 

subsequent responses. Therefore, strategic alignment is not an event but a process of 

continuous adaptation and change. 

Inherently dynamic strategic alignment process requires organisations to have skills to use 

technology. Using a single advanced technologic tool cannot create a competitive advantage in 

the market against the organisation’s competitors. In other words, none of the advanced IT 

technology tools or applications can provide a sustainable competitive advantage. On the other 

hand, organisations researching and using IT technologies can create sustainable competitive 

advantage (Henderson and Venkatraman, 1989). This approach requires a fundamental change 

in managerial thinking about the role of IT in organisational transformation, as well as an 

understanding of critical components of IT strategy and its role in supporting and shaping 

business strategy decisions. (Henderson and Venkatraman, 1989). In order to clearly describe 

the role of IT strategies in organisational transformation. It is necessary to find the answers to 

the following questions: 

1.) What are the implications of IT in business operations? 

2.) What are the alternative perspectives for leveraging IT capabilities for business 

operations? 

3.) Is the focus of IT competence inside or outside service? 

4.) What is the executive role of senior management for leveraging IT capabilities? 

5.) How should IT function be organised, and what is the purpose of IT outsourcing? 

6.) What are the appropriate criteria for assessing IT-based benefits?  

Henderson ve Venkatraman developed Strategic Alignment Maturity (SAM) model to find 

answers for the above questions and concerns. (Henderson and Venkatraman, 1989). 

Henderson and Venkatraman preferred to use “fit” (Venkatraman, 1988) while “harmony” 
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(Luftman, Lewis and Oldach, 1993), “fusion” (Smaczny, 2001), “integration” (Weill and 

Broadbent, 1998), and “linkage” (Henderson and Venkatraman, 1993) were also used to 

explain the concept. 

Henderson and Venkatraman’s SAM consists of two building blocks:  

1.) Strategic fit. 

2.) Functional integration. 

These building blocks relates the following four static components, as shown in Figure – 3 to 

define SAM model: 

1.) Business Strategy 

2.) IT Strategy 

3.) Organisational Infrastructure 

4.) IT Infrastructure 

Figure 3: Luftman's SAM Model (Van Hout, 2012, p 29) 

 
 

This model was developed to show that organisational success depends on the alignment 

between business strategies, IT strategies, organisational infrastructure and processes, and IT 

infrastructure and processes. Any effort targeting the static components defined in the model 

will not be enough for business success. Only concentrating on IT or linking the success to IT 

will distract the model and will create unexpected results. The main idea is to find ways to use 

IT in organisational strategies to gain a competitive business advantage. Use of a single 

technology cannot guaranty a sustainable competitive advantage. When this new technology is 

started to be used by the competitors, the organisation lose the advantage. Strategic alignment 

model can also be used as strategic thinking. 

Four different approaches can be applied while SAM is being used (Luftman, Lewis, and 

Oldbach, 1993): 

1.) Competitive Perspective: This perspective can be used to investigate how new and 

developing technologies can impact business strategies and how they can provide a 

competitive advantage. (Figure – 4). 

2.) Technology Perspective: This perspective can be used to investigate how IT can help 

the business to implement business processes successfully. Senior management should 

be IT visionaries in this perspective (Figure – 4). 

3.) Service Level Perspective: If the organisation is committed to a tightly integrated IT 

environment, strategic focus is the ability to deliver IT products and services to the 

organisation (Figure – 5). 
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4.) Strategy Execution Perspective: IT strategy is focused on executing business strategies. 

(Figure – 5). 

Figure 4: Competitive and Technology Perspectives (Luftman and Brier, 1999) 

 
 

Figure 5: Service Level and Strategy Execution Perspectives (Luftman and Brier, 1999) 

 
 

Henderson and Venkatraman defined the theoretical fundamentals; however, there was no 

practical method defined in their study to analyse and measure strategic alignment. Luftman 

developed a scale to analyse and measure strategic alignment in 1999 by using enablers and 

inhibitors (Luftman, 1998; Luftman and Brier, 1999). 

 

Table 1: Inhibitors and Enablers (Luftman, 1998) 

 Inhibitors Enablers 

1 IT, non-IT lack a close relationship Senior executives support IT 

2 IT does not prioritise well IT involved in strategy development 

3 IT fails to meet commitments IT understands the business 

4 IT does not understand business IT, non-IT have a close relationship 

5 Senior executives do not support IT IT shows strong leadership 

6 IT management lacks leadership IT efforts well prioritised  

 

Luftman scaled organisation into five different levels based on their strategic maturity. Level 

1 defines least mature organisations having initial or ad-hoc processes, while level five 

represents the most sophisticated organisations with optimised processes. Maturity levels and 

their detailed descriptions can be seen in Figure – 6. 
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Figure 6: SAM Maturity Levels (Luftman, 2000) 

 
 

 

Figure 7: SAMM Factors (Luftman, Lyytinen, and Zvi, 2017) 

 
 

Strategic Alignment Maturity Model scale has six factors and detailed information about 

the factors can be seen in Figure – 7 (Luftman, Lyytinen, and Zvi, 2017). The scale has thirty-

nine questions, and the first six questions are about Communication, following seven questions 

are about Competency/Value Measurement, next seven questions are about Governance, six 
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questions are about Partnership, six questions are about ScopeandArchitecture and final seven 

questions are about Skills. 

Luftman performed validity and reliability checks for the scale (Luftman et al., 2008). 

SAMM scale was translated into Turkish, and validity, and reliability checks were performed 

by Erdag and Can (Erdag and Can, 2019). 

RESEARCH METHOD  

The original version of SAMM scale was developed to be applied as an interview. However, 

because of the difficulties to apply interview methodology, an online questionnaire was 

prepared, and Microsoft Forms was used to send the questionnaires to participants. 

The population of the research was determined as the IT Managers in Fortune 500 

companies in Turkey (Fortune 50 Turkiye, 2017) and IT Managers working for the companies 

listed in Istanbul Chamber of Industry, Turkey’s Top Industrial Enterprises 2017 Survey (ISO 

500 Turkiye, 2017). Redundant company names registered in both lists were removed. 

Moreover, companies selling computer hardware and IT infrastructure hardware were also 

removed from the list. Therefore, 663 companies were identified. 

Microsoft Forms was used to collect the responses, and 254 IT manager from 663 

companies responded. SPSS version 25 was used to perform statistical calculations. 

The average response time to answer all the questions in the research was calculated as 

186 minutes. 

 

Figure 8: Research Model 
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FINDINGS  

IT sector has a very heavy gender inequality. Collected results also prove the fact. Only 13.4% 

of responders (34) were women, and 220 men (86.6%) responded. 66.9% (170) got any 
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leadership training while 84 (33.1%) IT Managers said that they had not received any sort of 

leadership training.  

Majority of IT Managers have an engineering background (72.4%). 40 IT Managers 

responded that they got their degrees from social science departments university (15.7%). 9.4% 

of IT Managers graduated from the arts and science departments (24), and six IT Managers 

replied that they had degrees from the education departments (6). 

Figure 9: Age Distribution 

 
 

Figure 10:  Size of the Teams Managed 

 
 

 

41.8% (106) of participants were managers, 2.4% (6) of participants were deputy managers, 

18.9% (48) of participants were directors, 16.5% (42) were Chief Information Officers (CIO), 

7.1% (18) were team leaders, 4.7% (12) were department heads, 3.9% (10) were Chief 

Information Security Officers (CISO), 3.1% (8) were Chief Technology Officers and 1.6% (4) 

were Coordinators.   

 

Table 2: Major Industries  

Industry Frequency Percent 

Information Technology 34 13.39% 

Education, Cultural Services and Sports 24 9.45% 

Furniture, Wood Processing 22 8.66% 

Metal Processing 18 7.09% 

Holdings 18 7.09% 

Retail 16 6.30% 
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Banking 14 5.51% 

Motor Vehicles and Equipment 14 5.51% 

Finance 12 4.72% 

Reliability calculations were performed by applying Cronbach-Alpha values, and both SAMM 

and SQL were very reliable because Cronbach-Alpha values were much higher than 0.8. Table 

– 3 shows calculated Cronbach-Alpha values. 

Table 3: Reliability Statistics 

 Reliability Statistics 

 Cronbach’s Alpha N of Items 

SLQ 0.878 35 

SAMM 0.965 39 

 

The purpose of the research was to investigate if there is a correlation between strategic 

leadership behaviour and strategic alignment between IT and business strategies. Spearman’s 

rho coefficients showed that there is a correlation between strategic leadership behaviour and 

Strategic Alignment Maturity, and the correlation is positive. These results prove that strategic 

leadership behaviour of IT managers positively impacts and improves strategic alignment 

between business and IT strategies. Calculated statistical results can be seen in Table – 4. 

Table 4: Spearman's rho correlation values between SLQ and SAMM 

Correlations 

 SAMM SL 

Spearman's rho SAMM Correlation Coefficient 1.000 .243** 

Sig. (2-tailed) . .000 

N 254 254 

SL Correlation Coefficient .243** 1.000 

Sig. (2-tailed) .000 . 

N 254 254 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

CONCLUSION AND DISCUSSION 

The results presented above showed that Strategic Leadership Behavior of IT Managers 

positively affecting Strategic Alignment between business and IT strategies. Therefore, 

organisations having IT managers practising Strategic Leadership has more strategically 

aligned business and IT strategies. As a result, these organisations can perform better, and they 

can create a competitive strategic advantage in their industries. 

While performing research, it was discovered that answering scale questions took a long 

time. Average time to complete the survey was calculated as 186 minutes. While translating 

and adapting SAM scale into Turkish, instead of using face to face interview, online survey 

method had chosen. Since the scale was developed to facilitate interviews, sentences were 

prepared accordingly. Therefore, when the questions were translated and adapted to online 

survey methodology, long sentences and phrases were used. Consequently, reading all the 

questions and answering the survey took an unusually long time. 

Participants also complain about this fact. Future studies and researches may also work 

on SAM scale, and shorter phrases may be prepared. 
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Since all the participants were working for IT departments, this study does not reflect the 

perspectives and thoughts of business units. Therefore, future researches can include business 

units to study, and more comprehensive results can be obtained. 

One of the remarkable results of the study was seeing no difference between male and 

female IT managers’ results. It was expected to see a significant difference between male and 

female managers’ Strategic Leadership behaviours and female managers do not have more 

mature organisations in terms of strategic alignment between business and IT strategies than 

male managers. 

Although there are some points explained above which can be improved in the future 

studies, this research is still significant because it is the first and the only research in the 

literature investigating the impact of strategic leadership behaviour of IT managers on strategic 

alignment between business and IT strategies. The details about the results and research can be 

found in the PhD dissertation prepared by Erdag (Erdag, 2019). 
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ABSTRACT 

The purpose of this study was to investigate the optimal approach for Vietnam government 

towards The Belt and Road Initiative of China. The scope and implementation of this initiative 

shows that the “Belt and Road Initiative” will create breakthroughs for China in politics, 

security, economy and culture. PESTLED analysis in combination with EIU methodology of 

country risk model, documents review was applied to achieve the above objectives. In-depth 

interviews and Delphi technique with 38 top government leaders, researchers, scholars were 

conducted to see major factors of risks and opportunities as well as shine a clearer view on 

Vietnamese perspective of the Initiative. Two findings of the research as follow: opportunities 

including economic development, connectivity and integration, finance for development and 

risks including diplomatic and political risks, financial risks, employment and environmental 

challenges. Therefore, the principle conclusion is that in participating in the initiative, both 

opportunities and risks are obvious. 

Keywords: Belt and Road Initiative, One Belt One Road, 21st century’s Silk Road, Silk Road 

Economic Belt, 21st Century Maritime Silk Road 

INTRODUCTION 

China’s “Belt and Road Initiative” is inspired by the ancient Silk Road, a system of trade routes 

between Europe and Asia and between East and West centuries ago. This is a trade initiative, 

a huge economic connectivity strategy that fosters cooperation among countries and regions, 

not just in the economic but also in the social and cultural spheres. 

The “Belt and Road Initiative” is considered the spiritual son of China's President Xi 

Jinping and the most important foreign policy of the leader to date. Through this initiative, he 

will be able to identify a proactive foreign policy, freeing himself from the foreign policy of 

“hiding and waiting for the chances” and “avoiding being the pioneer” of former leader Deng 

Xiaoping. 

The “Belt and Road Initiative” launched by Xi in 2013, aims to connect nearly 70 

economies through road networks, railways, bridges, fuel lines and ports. This “Initiative” is 

12 times larger than the Marshall Plan launched by the United States after World War II to 

rebuild Western Europe, and it requires the real involvement of all countries concerned. 

Beijing’s expectation (statement) in the development model of “Belt and Road Initiative” 

is to promote economic development in developing countries participating in this initiative 

through prioritizing the development of infrastructure in other countries, so that China and 

these countries jointly benefit. However, the outside world is constantly raising doubts mostly 

over the “Belt and Road Initiative” as a train carrying materials and Chinese labour to other 

countries but with very limited benefits to involved countries (Graceffo, 2017). 

Being a tier in the Belt with an important economic and geopolitical role, with a part of 

this route in the South East Asia region will pass through Jakarta, Kuala Lumpur, back to Hanoi 
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and then connect to the regions of China, with the destination being Shanghai Port, Vietnam is 

at a critical juncture to decide its participation in the Initiative. Whether Vietnam should 

participate in the Initiative and how it should participate in the Initiative are questions discussed 

widely among Vietnamese Government and scholars.  

There are 18 projects of BRI installed in 7 areas of Vietnam including cross-border 

economic zone, Renminbi (RMB) usage in border trade, train linkage, railway linkage, bank, 

loans, power plant… which raise criticism and concerns.  

Figure 1: List of BRI projects in Vietnam 

 
 

As such, this research dissects and analyzes the Belt and Road Initiative from the perspective 

of Vietnam to see if the benefits are greater than the risks to Vietnam when participating in the 

Initiative. The research was conducted through reviewing related studies on the Belt and Road 

Initiative to figure out main pros and cons for a country to participate in the Initiative and 38 

in-depth interviews and Delphi technique with top government leaders, institutions  and 

organizations of Vietnam as well as Vietnamese scholars to reaffirm findings from the literature 

review as well as shine a clearer view on Vietnamese perspective of the Belt and Road 

Initiative. Additionally, researchers conducted PESTLED analysis and risk analysis to see 

major factors of risks and opportunities from the BRI. The Economist Intelligence Unit (EIU) 

Methodology in combination between Country Risk Model and Operational Risk Model was 

applied to create the framework of structure, measurement among quantitative versus 

qualitative factors to find out the results. The use of open sources is extensive and includes 

country-specific sources such as central bank reports, statistical yearbooks and country 

websites. International open sources include publications from the UN, CIA, IMF, World Bank, 

Heritage Foundation, International Institute for Management Development, International 

Labour Organization, US Social Security Administration, World Economic Forum, Interpol 

and the US Commerce Department. 

Consisting of four sections, this paper demonstrates that in terms of economic 

development and connectivity, Vietnam may achieve tangible benefits. Therefore, on 

comparing the opportunities and risks, the participation of Vietnam should to be based on firm 

negotiation. 
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Figure 2: Belt and Road (Source: Financial Tribune) 

 
 

VIETNAMESE PERSPECTIVE 

Vietnam is at a critical point for deciding its pattern of participation into the Initiative as an 

active player given its relationship with China as well as the geographical location. There have 

been many different opinions around the Initiative and its impacts on Vietnam. The 

Government of Vietnam highly welcomes the Initiative for its positive benefits in terms of 

connectivity, educational and cultural exchange. However, the way Vietnam approaches or 

engage in the Initiative will be considered carefully as underlines risks have not been fully 

projected. Besides, researchers in Vietnam expressed direct views to the Initiative. Advantages 

and disadvantages for Vietnam to participate in the BRI will be presented in following sections. 

To have a clearer vision of the risks and opportunities that Vietnam may have when 

participating in the BRI, researchers conducted PESTELED and Risks Analysis. 

OPPORTUNITIES VERSUS RISKS 

In general studies, besides the opportunities of Connectivity, Cooperation, Coordination, Trade 

facilitation and People-to-people communication, there are such a lot of risks like Security – 

border – Naval problem, Corruption, Financial risks, Take resources and export poor quality 

products as well as Immigration.  

Figure 3: Opportunities versus Risks 
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There a need to set up the strategy to mitigate the risk impacts, reduce the risk level, avoid risk, 

at last turn the risk into opportunities. 

PESTELED ANALYSIS 

In the scope of this study, PESTELED analysis was used to provide a holistic perspective about 

BRI. Eight factors being considered in this analysis include Political, Economic, Social, 

Technological, Environmental, Legal, Ethical and Demographics factors. PESTELED analysis 

is a tool used to identify the external forces facing a country or an area. PESTELED analysis 

helps a country identify the external forces that could impact their strategy and analyze how 

they could directly impact their condition. It’s important when undertaking such an analysis 

that the factors affecting the country or area are not just identified but are also assessed. 

Based on the literature review discussed in afore mentioned sections, each of the factor should 

be explained in a holistic perspective via the following elements/ attributes: 

Table 1: PESTELED factors 

 Political factors  Economic factors 

1 Bureaucracy, government instability, corruption 1 Growth rates, inflation rate, exchange rates 

2 Tax and Tariffs policy (rates and incentives) 2 Unemployment trends, labour costs, interest rates 

3 Somehow control of press 3 Stage of business cycle, credit availability 

4 
Trade control, import restrictions (quality and 

quantity), competition regulation 
4 Trade flows and patterns 

5 
Government involvement in trade unions and 

agreements 
5 Level of consumer’s disposable income 

6 Consumer protection and e-commerce 6 Monetary policies, stock market trends 

7 Laws regulating environment pollution 7 Fiscal policies, price fluctuations 

8 Copyright, patents/ intellectual property law 8 Weather, climate change 

 Socio-cultural factors  Technological factors 

1 Attitudes toward imported goods and services 1 Basic infrastructure level 

2 
Attitudes toward product quality and customer 

service 
2 Rate of technological change, Technology incentives 

3 Attitudes toward saving and investing 3 Spending on research and development 

4 Religion and beliefs 4 Legislation regarding technology 

5 Attitudes toward “green” or ecological products 5 Technology level in your industry 

6 Attitudes toward and support for renewable energy 6 Communication infrastructure 

7 Population growth rate, minorities 7 Access to newest technology 

8 Average disposable income level 8 Internet infrastructure and penetration 
 Environmental   Legal 

1 Weather, climate change 1 Anti-trust law 

2 Laws regulating environment pollution 2 Discrimination law 

3 Air and water pollution 3 Copyright, patents / Intellectual property law 

4 Recycling, waste management 4 Consumer protection and e-commerce 

5 Attitudes toward “green” or ecological products 5 Employment law 

6 Endangered species 6 Health and safety law 

7 Attitudes toward and support for renewable energy 7 Data Protection 

 Ethical  Demographic 

1 Ethical advertising and sales practices 1 Population growth rate, Social classes 

2 
Accepted accounting, management and marketing 

standards 
2 Immigration and emigration rates 

3 Attitude towards counterfeiting and breaking patents 3 
Age distribution and life expectancy rates, Family size 

and structure 

4 
Ethical recruiting practices and employment 

standards 
4 Average disposable income level 
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VIETNAM RISK ANALYSIS 

Country risk is exposure to a loss in cross-border when joining in such an initiative or 

agreement. These events must be, under the control of that initiative or other countries but not 

Vietnam when participation. The most frequent events that can lead to the materialization of 

country risk can be classified as: Political components, Socio-cultural components, Economic 

components and Subjective components. Risk and opportunity represent the two-sided of a 

thing. Risk management is to minimize the negative outcomes and take advantage to enhance 

positive outcomes. Framework for evaluating country risk can be identified including 10 risks 

as follow: Infrastructure, Security, Political stability, Government effectiveness, Legal and 

regulatory, Macroeconomic, Foreign trade and payment, Finance, Tax policy and Labour 

market.  

Once the risks are identified, they are analyzed to identify the qualitative and quantitative 

impact of the risk so that appropriate steps can be taken to mitigate them. The following 

guidelines are used to analyze risks. 

In the scope of this research, EIU methodology is applied to draw the framework of 

structure, measurement among quantitative versus qualitative factors to find out the risk of 

Vietnam. 

Structure of risk variables is defined as follow: Security risk including: Security risk, 

Armed conflict, Sea, Border, Terrorism, Violent demonstrations, Hostility to foreigners/ 

private property, Violent crime, Organized crime, Kidnapping/ extortion; Political stability risk 

including: Social unrest, Orderly transfers, Opposition stance, Prospects and challenges on 

China’s ‘one belt, one road’: a risk assessment report, Excessive executive authority, 

International tensions; Government effectiveness risk including: Policy formulation, Quality 

of bureaucracy, Excessive bureaucracy/ red tape, Vested interests/ cronyism, Corruption, 

Accountability of public officials, Human rights; Legal and regulatory risk including: Fairness 

of judicial process, Enforceability of contracts, Speediness of judicial process, Discrimination 

against foreign companies, Confiscation/ expropriation, Unfair competitive practices, 

Protection of intellectual property rights, Protection of private property, Integrity of accounting 

practices, Price controls; Macroeconomic risk including: Exchange-rate volatility, Recession 

risk, Price instability, Crowding out, Interest-rate volatility.   

Table 2: Overall evaluation  

Security risk Political stability risk 
Government 

effectiveness risk 

Legal and regulatory 

risk 
Macroeconomic risk 

Armed conflict Social unrest Policy formulation 
Fairness of judicial 

process 
Exchange-rate volatility 

Sea  Orderly transfers Quality of bureaucracy 
Enforceability of 

contracts 
Recession risk 

Border  Opposition stance 
Excessive 

bureaucracy/red tape 

Speediness of judicial 

process 
Price instability 

Terrorism 

Prospects and challenges 

on China’s ‘one belt, one 

road’: a risk assessment 
report 

Vested interests/ 

cronyism 

Discrimination against 

foreign companies 
Crowding out 

Violent demonstrations 
Excessive executive 

authority 
Corruption 

Confiscation/ 

expropriation 
Interest-rate volatility 

Hostility to foreigners/ 
private property 

International tensions 
Accountability of public 
officials 

Unfair competitive 
practices 

  

Violent crime   Human rights 
Protection of intellectual 
property rights 

  

Organized crime     
Protection of private 
property 

  

Kidnapping/ 

extortion 
    

Integrity of accounting 

practices 
  

      Price controls   
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Foreign trade and payments risk include: Trade embargo risk, Financial crisis, Discriminatory 

tariffs, Excessive protection, Capital account, Current-account convertibility, Capital controls 

risk; Financial risk including: Devaluation risk, Depth of financing, Access to local markets, 

Prospects and challenges on China’s ‘Belt and Road Initiative’: a risk assessment report, 

Marketable debt, Banking sector health, Stock market liquidity; Tax policy risk including: 

Stable regime, Discriminatory taxes, Level of corporate taxation, Retroactive taxation; Labour 

market risk including: Trade unions, Labour strikes, Labour laws, Skilled labour, Specialised 

labour, Meritocratic remuneration, Freedom of association; Infrastructure risk including: Port 

facilities, Air transport facilities, Retail and distribution network, Telephone network, Road 

network, Power network, Rail network, IT infrastructure. 

Table 3: Risk category 

 Foreign trade and 

payments risk 
Financial risk Tax policy risk 

Labour market 

risk 
Infrastructure risk 

Trade embargo risk Devaluation risk Stable regime Trade unions Port facilities 

Financial crisis Depth of financing 
Discriminatory 

taxes 
Labour strikes 

Air transport 

facilities 

Discriminatory 

tariffs 

Access to local 

markets 

Level of corporate 

taxation 
Labour laws 

Retail and 

distribution network 

Excessive 

protection 

Prospects and 

challenges on 

China’s ‘Belt and 

Road Initiative’: a 

risk assessment 

report 

Retroactive taxation Skilled labour Telephone network 

Capital account Marketable debt   Specialized labour Road network 

Current-account 

convertibility 

Banking sector 

health 
  

Meritocratic 

remuneration 
Power network 

Capital controls risk 
Stock market 

liquidity 
  

Freedom of 

association 
Rail network 

        IT infrastructure 

According to EIU methodology, probability of risk occurrence and risk impact are designed as 

follow: 

Probability of risk occurrence 

a. High probability (80 % ≤ x ≤ 100%) → Red colour 

b. Medium-high probability (60 % ≤ x < 80%) → Brown colour  

c. Medium-Low probability (30 % ≤ x < 60%) → Yellow colour  

d. Low probability (0 % < x < 30%) → Blue colour  

Risk impact 

a. High – Catastrophic (Rating A – 100) 

b. Medium – Critical (Rating B – 50) 

c. Low – Marginal (Rating C – 10)  



                                                              BOSTON CONFERENCE SERIES | MAY 2019 |CONFERENCE PROCEEDINGS | 95 

 

 
www.publications.com 

Table 4: Impact probability matrix 

    Probability 

    1=high 2=medium high 3=medium low 4=low 

    80 % ≤ x ≤ 100% 60 % ≤ x < 80% 30 % ≤ x < 60% 0 % < x < 30% 

Impact 

A=high Exposure-Very high Exposure-Very high Exposure-High Exposure-Moderate 

(rating 100) 100 80 60 30 

B=medium Exposure-High Exposure-Moderate Exposure-Moderate Exposure-Low 

(rating 50) 50 40 30 15 

C=low Exposure-Low Exposure-Low Exposure-Low Exposure-Low 

(rating 10) 10 8 6 3 

The colours on the impact probability matrix represent the urgency of risk response planning 

and determine reporting levels. 

In considering each of these criteria, we examine several indicators and do measurement 

ten criteria were assessed on a scale of 0-100, with 0 indicating very little risk and 100 

indicating very high risk. Each of the 66 indicators within the main criteria is scored on a scale 

from 0 (very little risk) to 4 (very high risk). Each indicator is given the same weight within its 

category in the standard scores, and the overall assessment is a simple average of the scores for 

the ten categories.  

As the category looks forward and as forecasting future risk rather than simply 

extrapolate present trends into the future, qualitative indicators rather than quantitative, 

dominate the model. Even so, almost half of the indicators are based on quantitative data and 

are mostly drawn from recognized national and international statistical sources. The 

comparability of the qualitative assessments is made more rigorous by the extensive guidance 

provided to analysts on each indicator, the ability of analysts constantly to view the scoring for 

other countries and oversight by the in-depth interview from government top leaders. Delphi 

Technique has been used for this research to identify the list of risk variables. 38 top experts 

including 11 top government leaders were interviewed to collect various independent opinions 

and then averaging and measuring the dispersion of those opinions.  

 
 

A quantitative analysis consists of evaluating the magnitude of the risk category 

identified above. The above-mentioned experts were asked to score the risk on two 

dimensions probability and impact. The below table demonstrates the key finding:

State officer
29%

Association
18%

Research 
Institution

53%

N=38
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Table 5: Risk category and impact rate 

No. Risk  Type Risk  Opportunity 
Impact 

rate 

1 Infrastructure 
Over price projects, 

overtime projects 

Connectivity: Port 

facilities, Retail and 

distribution network, 

Telephone and IT network, 

Road - Power - Rail 

network 

50 

2 Security 

Naval under name of guard 

for ship, Violent 

demonstrations 

  89 

3 Political stability 

War, Prospects and 

challenges on China’s BRI 

with risk assessment report 

from US, Japan, India, 

VN… 

  82 

4 
Government 

effectiveness 

Corruption, Policy 

formulation 
  57 

5 Legal and regulatory 

Unfair competitive 

practices, Price controls, 

Discrimination between 

Chinese companies and 

others, Enforceability of 

contracts 

  70 

6 Macroeconomic 

Exchange-rate volatility, 

Recession risk, Price 

instability 

Trade connectivity 45 

7 
Foreign trade and 

payment 

Trade embargo risk, 

Financial crisis, 

Discriminatory tariffs 

Trade connectivity 43 

8 Financial 
Access to local markets, 

Marketable debt 
Trade connectivity 29 

9 Tax policy Level of corporate taxation Trade connectivity 25 

10 Labour market 

Unskill Chinese move to 

Chinese oversea projects, 

Meritocratic remuneration, 

Labour strikes 

People-to-people 

exchange, Talent rotation 
50 

With the above-mentioned impacts and rating, we can draw the graph as follow:  
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Figure 3: Vietnam risk analysis 

 

Within the ten risk factors analyzed: 

Four factors that are classified as Very High risk, which include: Security, Political stability, 

Legal and regulatory. Four factors that are classified as High risk include: Infrastructure, 

Government effectiveness, Macroeconomic, Labour market.  

Vietnam should build up a risk response plan to eliminate or reduce all risks facing the 

country, especially, with the three Very High-risk factors as indicated above. 

Dr Tran Viet Thai from Diplomatic Academy of Vietnam - Ministry of Foreign Affairs 

(MOFA) shared his perspective that there are opportunities of Connectivity of Port facilities, 

Retail and distribution network, Telephone and IT network,  Road - Power - Rail network and 

Trade Connectivity in the above risks of Macroeconomic, Foreign trade and payment, 

Financial, Tax policy. To illustrate this point, Dr Pham Sy Thanh from Vietnam Institute for 

Economic and Policy (VEPR) – VEPR Chinese Economic Studies Program (VCES) said about 

People-to-people exchange, Talent rotation chance in the risk of Labour market.  

Factor of Infrastructure with the impact rate of 50 indicates the risks of Over budget of 

projects, Overtime projects. For example, a railway project stretched over 13 km which linking 

different places within Hanoi was expected to complete from November 2008 to November 

2013 with a total investment of more than US $ 552 million (including government funding 

combined with Chinese ODA loans). However, with over time progress, until October 2011, 

the new project officially launched and adjusted the total investment to more than 868 million 
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(more than 18,000 billion) and still on test run without finish construction of depot and station 

at the time of September 2018. At the same time, 9/11 state officers and 20/27 experts from 

association as well as research institution from in-depth interview pointed out opportunity of 

Connectivity arises such as: Port facilities, Retail and distribution network, Telephone and IT 

network, Road - Power - Rail network. 

Factor of Macroeconomic with the impact rate of 45 indicates the risks of Exchange-rate 

volatility, Recession risk, Price instability while the following opportunity of Trade 

connectivity. Factor of Foreign trade and payment with the impact rate of 43 indicates the risks 

of Access to local markets, Marketable debt while the following opportunity of Trade 

connectivity arises. Besides VND, USD, JPY, EU, Renminbi (RMB) is allowed for payment 

in the border areas between Vietnam and China from October 2018. This facilitated foreign 

trade in 4 cross-boder economic cooperation zones. Vietnam has overtaken Malaysia to become 

the largest trade partner of China in the Association of Southeast Asian Nations (ASEAN). 

Total trade revenues between 2 countries were estimated at US$66 billion in the first half of 

2018, with the average monthly trade turnover between the two countries having exceeded $10 

billion for the first time in history. In addition to individuals, some other organizations will be 

subjected to tax including commercial banks and branches of licensed foreign banks conduct 

foreign exchange transactions in Vietnam. 

Factors of Finance and Tax policy with the impact rate of 29 and 25 indicates mean of 

low risk level but Dr Tran Duc Anh from Department of Investment, Ministry of Finance 

(MOF) is mention of its risks of access to local markets – marketable debt – level of corporate 

taxation and has opportunity of Trade connectivity. 

OPPORTUNITIES 

Economic development 

The positive approach to the “Belt and Road Initiative” reflected the active choice of Vietnam, 

expressed by the two sides agreed to urgently discuss and sign the memorandum of 

understanding on the cooperation under the framework of this initiative. However, the 

participation of Vietnam in the initiative is likely to follow carefully considered principles and 

priorities. 

Vietnam will have access to infrastructure development and transport, increasing 

opportunities for integration, trade and investment with countries in Southeast Asia, increasing 

potential tourism development between Vietnam and China, as well as maintaining the 

advantage of being a bridge for commercial and trading between different regions in the Asia 

as well as supporting for the economic development in the East-West direction. 

Connectivity and integration 

The Belt and Road Initiative aims to promote the connectivity of Asian, European and African 

continents and their adjacent seas, establish and strengthen partnerships among the countries 

along the Belt and Road, set up all-dimensional, multi-tiered and composite connectivity 

networks, and realize diversified, independent, balanced and sustainable development in these 

countries. As the BRI focuses on Asia, Europe and African continents, the Silk Road Economic 

Belt takes the overland route to Europe across Asia, alongside the Maritime Silk route through 

India Ocean to Europe via the Suez or the Cape of Good Hope. In Asia, Vietnam lies on the 

two wings of the “One Axis, Two Wings” cooperation. The ‘left wing’ is an extension of the 

Me Kong area, with infrastructure developed mainly for agriculture, trade and investment, with 

participants from Vietnam, Laos, Cambodia, Myanmar, Thailand, along with Guangxi, Yunnan 

province of China. Participate in this Initiative, Vietnam will be benefited from the connectivity 

and integration. 
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Finance for development 

Borrowing from the Asian Infrastructure Investment Bank could help Vietnam address parts of 

shortfalls in funding for transportation and energy infrastructure projects. According to 

calculations by the Asian Development Bank (ADB) in 2012, each year Vietnam needs about 

USD 10.4 billion invested in infrastructure, of which 53% is for new construction. In the 2016 

– 2020 period, the demand for capital for transport infrastructure projects managed by the 

Ministry of Transport is about USD 40 – 45 billion. At the same time, the state budget and 

state-originated funds – such as government bonds, ODA – can only meet about 28% of 

financial need while if it is calculated based on the guidelines for public investment planning 

for the period 2016 – 2020, the state budget only meets 7% of demand. In the context that loans 

from World Bank (WB) and ADB can fulfill only a part of Vietnam’s investment needs, the 

AIIB could contribute significantly to this need. 

RISKS 

Diplomatic and political risks 

The “One Belt, One Road” initiative is the expression of China’s “soft power”, not merely an 

initiative of integration and integration. This initiative aims to create ‘One Axis, Two Wings’, 

linking the Silk Road Economic Belt and the 21st Century Maritime Silk Road. This is a very 

good initiative in regional and international integration, but it is also a way of expressing 

China’s soft power, including its economic strength and connectivity to other countries in order 

to rotate the axis toward China for goods, services and commerce circulation. Combining the 

strategy of taking over the entire route both on land and at sea with the strategy of invasion the 

East Sea, Beijing has a huge advantage in expanding its soft power to countries in the regions. 

Financial risks 

The greatest risk to Vietnam when involving in the Initiative is the public debt, which is also 

in the form of ODA loan. When the loan is due, there is a risk of being unable to repay which 

will lead to insolvency and bankruptcy. Vietnam participates in the Belt and Road Initiative 

with needs for resources for infrastructure development. However, with the currently proposed 

mechanism of economic cooperation, the pros and cons of participation should be carefully 

considered. 

“Investment costs and economic efficiency are always priorities when deciding on the 

type of infrastructure needed for national development and international linkages. 

Especially in the context of increasing public debt pressure. The report of the economic 

situation of Vietnam in 2016 by the World Bank announced that the public debt by the 

end of 2015 is USD 117 billion, doubling the public debt in 2011. Of which, government 

debt accounting for 50.3% of GDP, exceeding 50% of the threshold set by the National 

Assembly. Also, in this report, the World Bank forecasts that Vietnam’s public debt 

would reach 64.9% of GDP by 2018. Increasing public debt would create more 

constraints for the government. With more than 50% of government debt, the greater the 

debt, the greater the budget deficit, the higher fiscal deficit, in the context that fiscal 

deficits, including off-budget funds, accounted for 6% of GDP in 2015. The risk of public 

debt, if becomes a crisis, may create external pressures, as 50% of Vietnam's public debt 

is foreign debt.” (Pham Sy Thanh – Lead Researcher at the Chinese Study Program)  

Besides, China’s loans can be easier than other multilateral banks and financial institutions, so 

Vietnam needs to be very cautious, especially in the context of China’s lending activities may 

be involved with more “lobbying” activities rather than stringent environmental and human 

safety requirements. 
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Employment and environmental challenges 

The presence of the huge amount of Chinese labour in China’s key projects in Vietnam create 

many management challenges as well as cultural conflicts. Studying “Belt and Road Initiative” 

projects that have been implemented elsewhere in the world, we found that about 70% of the 

projects will fall into the hands of Chinese companies, and those Chinese companies usually 

bring their labours from China to work in these projects. Therefore, the problem of Chinese 

labour will be a challenge that should not be overlooked. 

CONCLUSION AND RECOMMENDATION 

The 4-year period (from 2013 until now) is not much for this “giant” project. And it’s still early 

to say whether the project is successful or failed. But if it succeeds, the initiative will certainly 

bring tremendous economic benefits to China, helping it expand the market for its goods and 

technology. On the domestic front, China hopes to boost the economy of poor regions like 

Xinjiang, thereby limiting instability, violence, terrorism and separatism. 

Vietnam, participating in the Initiative, will have to be well prepared for both risks and 

opportunities. Vietnam will get access to more capital for the development of transport and 

energy infrastructure for economic development. In addition, if China is willing to invest in 

transportation infrastructure linking countries in the region, Vietnam can take advantage of this 

investment to strengthen cohesion, create bigger commercial and investment values than other 

Southeast Asian countries. In addition, participation in this initiative can also promote the 

development of tourism between China and Vietnam. However, in the short term, Vietnam 

should be cautious to all cooperation proposals from China. Especially, proposals for building 

a cross border economic zone or a one-stop customs mechanism. Cross-border economic zones 

are difficult to negotiate while China itself is not experienced in this model. In the meantime, 

in fact, in terms of geopolitics, geo-economic as well as strategic geography, Vietnam is not 

the most important target in China’s attempt to hold its place in the region as well as in the 

world. 

Therefore, considering pros and cons of the Belt and Road Initiative to Vietnam, we 

suggest that Vietnam should actively take part in the Initiative to take advantage of its positive 

benefits such as the connectivity, cultural and educational exchange as well as economic 

development assistance. However, the way Vietnam to participate in careful negotiation and 

based on ASEAN’s strategy of economic and diplomatic cooperation with China. The careful 

negotiation may start with a case-by-case consideration of cooperation where Vietnam found 

itself fit the cooperation.  
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1-CN10-7377 

CRITICAL THEORY OF LIVING FULLY IN INDIGENOUS COMMUNITIES OF 

THE SIERRA OTOMÍ (MEXICO) 

PROF. PEDRO GUTIERREZ-YURRITA1; AND RAUL VERA, AND ROGELIO 

AQUINO** 

The Sierra Otomí is located in the geographical center of the Mexican Republic. The Otomí 

ethnic group occupies it in almost all its territory in a constant and continuous way for 600 

years. The general form of occupation is in small communities of less than 1000 people to 

2,500 people per community, scattered by a mountain range with summits higher than 

3,000masl. The Otomí language, also known as hñahñü, is spoken by 33,000 people of the 

Sierra Otomí. 

The Otomi occupy a natural area that is protected by the federal government thanks to its 

ecological importance, as a Natural Resources Protection Area - Forest Protective Area since 

1942. Under this perspective, the Sierra Otomí poses two major challenges for development, 

be it sustainable or durable. On the one hand, there is the conservation of the Otomí culture, 

reduction of the vulnerability to environmental disasters of the indigenous communities and 

adaptation to the climate change of its people. On the other hand, there is the conservation of 

high mountain forest ecosystems, reduction of natural catastrophes and mitigation of the 

anthropogenic effects on the Sierra and its ecosystem elements. 

The purpose of this work was to analyze how the hydro meteorological variations of the 

Sierra Otomí affect the life of indigenous communities, taking Xajay as a case study. 

The socio-cultural information and ways of life of the indigenous communities with their 

ecosystems was obtained with methods of landscape science under an approximation of 

rhizomatic ecology. The climate analysis was carried out with data from all the meteorological 

stations of the region in two phases, a prospective to see the length of the time series collected, 

its continuity and the information presented. And an intensive one with the selected stations 

that have at least 30 years of almost continuous records. The statistical and climatic analysis of 

the data was done with the R Climdex software to calculate the extreme climatic indices, 

recommended by the CC1 / CLIVR expert team for Climate Change Detection Monitoring and 

Indices, among other indices tending to find atypical data that may cause interference in the 

studies. 

The most relevant results indicate that there is a gradual loss of quality of life due to the 

increase in environmental disasters, associated with hydro meteorological variables. On the 

other hand, of the 18 meteorological stations of the mountain region only 15 have the minimum 

requirements for deep analysis. Between 1980 and 2010 there is a tendency to decrease, both 

precipitation and minimum temperatures; and a tendency to increase the maximum 

temperatures, which has as consequence the increase of the diurnal temperature range in 11 of 

the 15 stations. 

We conclude that there is a negative effect of the hydro meteorological variations on the 

indigenous population, as well as on the natural ecosystems of the protected natural area. This 

effect causes the ancestral way of life to be diluted more and more, because it is not possible 

to carry out productive activities as they knew how to do. Their know-how, know how to be 

and know how to wait, lose their meaning at a time when they do not know how to predict 

whether the rain or summer will come and, with that, start preparing their land for planting, for 

example. The critical theory of living in fullness deeply questions how our actions (the people 
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of the city and industrialized agroforests) have greatly damaged the culture, way of life, natural 

and agro-ecosystems of the original peoples of Mexico.  

Keywords : climate change, vulnerability, human rights, eco justice  

2-CN05-7284 

BUSINESS ETHICS AND NEW TECHNOLOGIES 

PROF. TOM SORELL2; DR. JOHN GUELKE3 ; AND DR. JETHRO BUTLER4   

The panel proposal arises from ongoing work at Warwick University on a European-Union 

project called “PRISMA” in the Horizon 2020 programme. PRISMA considers the R and D of 

cutting-edge technologies – connected vehicles, nanotechnology, synthetic biology and IT —

and derives some guidance for collaborating companies and research consortia.  

 The guidance draws on the norms of an informal regulatory framework being applied in 

Europe: Responsible Research Innovation (RRI). This is set out in the so-called Rome 

Declaration (European Union, 2014). RRI norms govern work in some university and 

government-sponsored technology development in Europe, but they are not widely known in 

business. RRI norms call for the anticipation and minimization of harm from new technologies, 

and for public education leading to public involvement in technology assessment and control 

(Stilgoe et al., 2013) 

In the RRI framework, there is a connection between being a citizen and being a 

“stakeholder” in the senses familiar to business ethics (Foley et al 2016). R and D in some 

sectors is often state-supported or pursued in the context of a public-private programme of 

investment. It is answerable to the public because decisions about public expenditure ought to 

be open to public scrutiny, and because some innovations (most obviously in medicine and 

manufacturing) have direct effects on public health and employment. In the European context, 

state intervention in the economy and through an elaborate welfare state is widely accepted. So 

is co-operation in technology development between the public and private sectors.  

Ethics for “last-mile” shared automated vehicles –Tom Sorell 

RDM is a small UK company manufacturing automated public -transport vehicles for urban 

settings. It received funding through a UK government initiative (called UK Autodrive) for 

large and not so large car-companies developing automated vehicles. RDM pods carry four or 

eight passengers at a time and are designed to counter urban congestion by providing just-in-

time last-mile transport from large out-of-town car-parks (parking lots). The pods raise ethical 

issues far-removed from car safety and far-from -realistic automated-car versions of the 

Trolley-problem. These issues are far closer to those typical of the Internet of Things. The 

business model for introducing these in the innovation-friendly UK city of Milton Keynes raise 

quite unexpected ethical questions.  

RRI and publicly-funded Security Research-Jethro Butler 

To some extent, RRI standards and normative stakeholder theory have overlapping and 

complementary content. Some RRI standards are rights-protecting (e.g. privacy), others are 

social-goal orientated (e.g. sustainability) and others are efficiency directed (e.g. value for 

money) and just like stakeholder theory each type of standard picks out groups of relevant 

stakeholders and assigns duties that have a particular weight. Insofar as the stakeholder 

literature is well developed – and the objections to the model are well understood – stakeholder 
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theory provides a useful way of elucidating RRI standards. Using this framework I argue that 

in cases where the state acts in partnership with private firms to fund research the relevant 

duties to stakeholders are especially weighty and the number of relevant stakeholder groups 

are numerous and diverse. The duty of the state to protect the rights and interests of its citizens, 

as well as its duty to promote social goals and to ensure that the activities it funds do not stymie 

those duties in other areas of its activity, justifies the imposition of ethically substantial 

conditions on the conduct of that research and justifies the state’s interest in determining the 

acceptable consequences of that research. These interests and the corresponding duties are well 

illustrated in the case of public private partnerships for the development of voice recognition 

software for law enforcement. 

Democratizing Technology: RRI as Guide – John Guelke 

The Responsible Research and Innovation programme provides a model for interaction 

between private companies and a range of stakeholders.  This paper considers this in relation 

to Web companies such as Google and Facebook.  These are increasingly subject to what has 

been referred to as a ‘techlash’, as public trust in these entities drops dramatically.  Carl Miller 

(2019) among others, argues that this is best explained but their enormous power over 

increasing areas of our lives, combined with a lack of democratic control or input.  Furthermore, 

they now govern increasingly large proportions of our public space: spaces where we pursue 

not only leisure and social interaction, but much of what now makes up civil society.  These 

private companies thus play a central role in our democracies.  Miller mentions user 

involvement models such as Reddit, Wikipedia and the Internet Governance Forum.  This piece 

builds on the insight by considering Responsible Research Innovation, and Stakeholder Theory 

as a more detailed and practical model for introducing public accountability and transparency.  

What stakeholders are relevant to innovation by these companies?  And how should this 

stakeholder interaction take place?  The paper answers these questions by reference to the 

PRISMA project, which introduced RRI structures for stakeholder interaction with eight pilot 

companies, two of them explicitly in the area of Internet of Things technology and data 

gathering.  
 

7-DF01-7247 

EMPLOYEE COMMITMENT AT VIETNAMESE PRIVATE COMPANY 

DR. THIET THANH LE5; MS. TRAN DIEM PHUONG6; DR. TRAN VU LE**; DR. 

NGUYEN DUC BAO LONG**; AND DR. NGUYEN THI LE VAN** 

The purpose of this study is to conduct an insightful research of Employee commitment at Le 

Tran Company, Ho Chi Minh city, Vietnam. A great deal of past literatures has been 

investigated to suggest a model for Employee commitment at Le Tran Company. The 

quantitative research method is the chosen tool to analyse the collected data. The sample size 

is 300 employees from all of departments in this company. Descriptive statistics, ANOVA test, 

and Multi Linear Regression (MLR) analysis have been in placed through SPSS 22.0 for 

statistical analysis. The research findings reveal that the Employee commitment has been 

significantly positively affected by all five aspects of Employee satisfaction, including Pay, 

Relationship with colleagues, Relationship with supervisors, Promotion and Nature of work. 

Promotion is found out to exert no significant influence over the satisfaction of parents. The 

study also proves that there exists a significant difference in the commitment level among 

different demographical groups. In conclusion, the research points out limitations of the study 
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as well as pragmatic recommendations for better future researches on the same topic.  

Keywords: - Employee commitment, Le Tran Company, Employee satisfaction, Employee 

pay, Relation with Colleagues, Relation with Supervisors, Promotion, Nature of Work.  
 

12-CN08-7359 

HUMAN RIGHTS BEYOND BORDERS 

MR. SELIM MİSAFİR7  

Despite the universality of human rights, many States still interpret their human rights 

obligations as being applicable only within their own borders. This attempt to limit 

accountability territorially has led to gaps in human rights protections, especially in human 

rights regulation and accountability of transnational corporations and international financial 

institutions. 

In order to fill this gap, the principles which are called Exrtaterritroial Obligations 

(ETOs) and which contain a number of measures related to the subject have been come to the 

agenda and started to be discussed in the academic world. ETOs are a new step in the universal 

human rights protection system. They allow human rights to assume their proper role as the 

legal basis for regulating globalization and ensuring universal protection of all people and 

groups. ETOs are a tool needed to ultimately stop violations of human rights, destruction of 

eco-systems, and climate change. 

As the challenges have grown in size and number with increased globalization, the human 

rights community has increasingly clamored for stronger ETOs. After years of advocacy, in 

September 2011, a conference holded that resulted in the adoption of the “Maastricht Principles 

on the Extra-Territorial Obligations of States” in the area of Economic, Social and Cultural 

Rights. 

The Maastricht Principles do not establish new elements of human rights law, but instead 

clarify extraterritorial obligations of States on the basis of existing international law. According 

to the Principles, parties may hold States accountable for violating human rights of people 

outside of their own territories. Additionally, States are duty-bound to support one another and 

cooperate in the realization of all peoples’ economic, social and cultural rights. 

The time has come for civil society, States, inter-governmental organizations, 

international and regional courts and human rights treaty bodies, to apply the Maastricht 

Principles as an integral part of human rights analysis and policy-making to secure universal 

protection of human rights. 

 Keywords:  Universality of Human Rights, Extraterritorial Protection of Human Rights, the 

Maastricht Principles  
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ONE MEKONG ONE MEAL INITIATIVE 

DR. DOAN CONG TRAN8; DR. VO XUAN TRUONG9; DR. NGUYEN DUC BAO 

LONG**; DR. NGUYEN THI LE VAN**; AND DR. TRAN DUC ANH**  

The purpose of this study was to suggest a strategic development framework for a downstream 

country like Vietnam to take advantage of the development of the Mekong area. This study 
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looks into the “One Mekong One Meal Initiative” (OMOM) with various cooperation projects 

among countries on the economic axis network connecting China, Myanmar, Lao, Thailand 

and Vietnam. The OMOM Initiative is believed to create breakthroughs for the member 

countries in politics, security, economy, education, agriculture and culture. For Vietnam, in the 

context of rising aggressive actions of other countries in the Mekong economic axis, the 

analysis and assessment of the OMOM Initiative is essential to developing a national 

development strategy. PESTLED analysis in combination with EIU methodology of country 

risk model, documents review was applied to achieve the above objectives. In-depth interviews 

and Delphi technique with 120 top government leaders, researchers and scholars were also 

conducted to see major factors of risks and opportunities from the OMOM as well as shine a 

clearer view on the adoption of the Initiative. The research proposes a framework of economic 

development, connectivity and integration, agriculture, tourist and environmental challenges. 

The principle conclusion is that in participating the initiative, both opportunities and risks are 

obvious. It is suggested that Vietnam should actively create the initiative to bring advantage 

for the area. Further research should be done regarding this topic.  

Keywords: One Mekong One Meal Initiative, OMOM, One Mekong One Meal, China, Lao, 

Myanmar, Thailand, Vietnam, Economic development, Connectivity and integration, 

Agriculture, Tourist and Environmental challenges.  
 

24-DF12-7311 

THE INDUSTRY REVOLUTION 4.0 AND COMMERCE TRANSFORMATION IN 

VIETNAM 

DR. LONG DUC BAO NGUYEN10 MS. LAN DUC QUYNH NGUYEN**, 

RESEARCHER, TON DUC THANG UNIVERSITY** 

The purpose of this research was to look at how the Industry Revolution 4.0 has been 

transforming and will transform further the future of Vietnam Commerce. This was done by 

exploring economic, technological and societal trends of Vietnam e-Commerce and its 

direction. The results have been disclosed through the combination of both quantitative and 

qualitative research by analyzing data collected via questionnaire survey, expert opinions, 

Delphi technique and analyzing the economic outlook statistics. One more interesting finding 

from the research was e-Commerce is driven because of its ability to provide more strategic 

advantages to the organizations so that they can compete better.  Results identified by this study 

could be a reference resource for enterprise in their transformation process in the context of 

global competition and rapid changes in the business environment driven by technologies. It 

also helps to highlight social impacts because digital revolution has changed almost any activity 

one can think of – work, play, shopping, entertainment, travel, medical care, education, and 

much more.   

Keywords: Industry Revolution 4.0, E-commerce, economy, 4.0, Vietnam, technologies, 

transformation  
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