NIVERSITAS

! Korea Development .
LPEMFEB UL KDI e Presentation 3 W
Strengthening MSME Productivity and Global Participation

Enhancing the Innovation
Capability of Manufacturing
SMEs in Vietham

Truong Chi Binh

Executive Vice President,
Vietnam Association For Supporting Industries (VASI)

2025 KDI-LPEM 2nd Joint Seminar “From Investment to Innovation: Policy Pathways for MSME Empowerment”




2025 KDI-LPEM 2nd Joint Seminar

Enhancing the Innovation
Capability of Manufacturing
SMEs in Vietham

Dr. Truong Thi Chi Binh



-
Korea Development
o [LPEMFEBUI KDI' %2

tute for Economic and Social Researct

Content

Manufacturing SMEs in Vietham

2025 KDI-LPEM 2nd Joint Seminar “From Investment to Innovation: Policy Pathways for MSME Empowerment”




=
Korea Development

LPEM FEB UL KDl e

Institute for Economic and Social Research [ B

NIVERSITAS

Value chain of manufacturing industries in Vietnam

Component manufacturing data’
Manufacturing Value Added (MVA): $963m | 30% of component demand met by domestic firms
Firms: 2,200+ | Workers: 86,000+ | 38% of workers are women | Average monthly wage VND 10.4m

Highlights
» Strong growth in M&E outputs and * f

exports
R&D Sales

\ /
» Higher value activities - FDIs and Branding Marketing

large domestic brands. Inputs from \ V4
top tier component firms. Design Distribution

» Lower value activities - domestic Component Product

manufactures. Inputs from 2000+ manufacturing ™ assembly
SME CDmpGn?r!t f|rmS - many Caught Upstream activities: Manufacturing Downstream
In low perUCtWﬂy trap. branding, product and assembly activities: sales,

development marketing, retail

» But a sub-sector of two halves:

Value added

Source: 1LO 2021
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RAW MATERIALS COMPONENTS PRODUCTION
Component

imports (70%) T~
i i Product assembl
Tier 3 Tier 2 Tier 1 SR D) y
component \ exports

Product sales:
Imported component component

raw manufacturers manufacturers
manufacturers

materials — Product assembly

~70% Stamped, Intermediate ___ Higher value domestic —» Product sales:
( ) " pressed, rolled machined parts, sub-assemblies ( ) domestic

metal products, low- to medium- and specialized
Domestic basic machined complexity sub- parts

raw parts. il 200 - 300 firms —» Component sales:

materials 5,000 -10,000 Approx. 2,200 , exports

firms firms
» Component sales:
________ff”‘ domestic (e.g.

B o spare parts)

Source: 1LO 2021




~|LPEM FEB UI

' | Institute far Economic and Social Research

Ceiling Stiffener Panel

EXTENSION, INSTR PANEL
REINF, LH

EXTENSION, INSTR PANEL
REINF, RH

BRKT, UNIT ASSY BCM

K D I_1 Korea Development
L Institute

Example: key components/products
supplying to automotive industry

Source: VASI, 2025
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Example: automation system/solution
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. VAS| mem%ers mmm Revenue (M US$) —\Workforce
Ho Chi Minh
OTHERS @ %
AUTOMATION SYSTEM Materials, Packaging,
Machinery, Equipment, Design, Printing, Others,... MAIN EXPORT MARKETS GROWTH
SRR, oM Automotive  Two-Wheeler Shipbuilding
01l
ELECTRIC & ELECTRONICS —— METAL PROCESSING = - - North America - 5)9‘ I
SMT, PCBA, Wire Harness, AC/DC Cutting, Bending, D - D = 5060% C‘:‘:""“ Jgp.jm
Motors, Leds, Home Appliances, 400+ Pressing, Forging, Casting, = 7T E i
Equipment, Assembly,... COMPANY Welding, Surface . .
MEMBERS Treatment, Electronics Semiconductor Renewable ASEAN l
OEM/ODM/OBM CNC (Lating, Turning, Energy oo

PLASTIC & RUBBER

Mould making, Injection,
Blowing, Surface
Treatment, Assembly,...

0 g %

Medical Device Machinery  Aerospace Source: VASI, 2025
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The 2024 Study

Vietnam Gll (2023): 46/135 (4t in ASEAN)
Labour productivity (USS/worker)

o 2013: 69

0 2022:8,106

o 2023:8,380
SMEs in Vietham

0 98%

o Significant challenge in R&D

The innovation: the introduction and
application of new products, technologies,
Egséness processes, business models, and

Main findings of the 2024 Study

0 SMEs: productivity and quality
Improvement activities

0 Large firms: R&D, and it is an _
outcome of productivity and quality
improvement processes.

Support from the Government relating productivity,

. Labour
Company and main products . . ]
size quality, innovation

Accuracy - 5S and LEAN consultancy by TAC and VNPI (program 712)

- B2B matching by VASI with MNC's (program 68)

120
Mechanical parts for Motorbike
ANCL Techco

Mechanical components for
Automobiles

- Linkage to Samsung, Panasonic, IIT by VASI (program 68)
- Training course on IATF 16949 by VASI (program 68)

EMTC - LEAN consultancy by P&Q Solution Company (program 712)
- CE and IATF16949 consultancy by VASI (program 172)
- B2B matching by VASI with MNCs (program 68)

Mechanical components 1200
OEM and OBM products

Hanel PT - Grant from National Technology Innovation Program

PCBA, Sasaki dryer - LEAN consultancy by P&Q Solutions company (program

172)

- 5S consultancy by TAC (program 172)
Hung Dung
. - UL consultancy by VASI (program 172)
Wire harness
- Some technical training courses by VASI (program 68)

Kim Sen - Some technical training courses by VASI (program 68)

- LEAN consultancy by P&Q Solutions company (program

Alumini t
uminium components 172)

Mekamic - Some technical training courses by VASI (program 68)

Mechanical parts for Motorbike - B2B matching by VASI with MNCs (program 68)

TCl pre - LEAN consultancy by P&Q Solutions company (program
Mechanical components for 172)
Automobiles - Some technical training courses by VASI (program 68)

-5S consultancy by TAC (program 172
Thanh Long e (prog )

- UL consultancy by VASI (program 172
PCB, PCBA yoy (prog )

- B2B matching by VASI with MNCs (program 68)
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Overview of innovation activities of manufacturing SMEs in Vietham

la. R&D within the company

1b. R&D outside the company

2. Technical activities, design and creative activities
3. Marketing activities and building brand asset..
4. Registering or purchasing intellectual property..
5. Training, fostering and coaching human..

6. Software and database development activities

<3% 3-5% 5-10% >10%

7. Purchasing, leasing technology, machinery,..

8. Innovation management activities

N
(&)

50 100 150

o

0 300 m Large firm ™ Medium firm  ® Small firm

W Large firm = Medium firm ®m Small firm = No Legal issues, regulations, standards, taxes. By °

Incomplete property rights.. B ©8

Lack of infrastructure B 78
Difficulty in seeking partners for.. B g 2
Support services for innovation are not.. £ g

Lack of information on S&T activities 2
Lack of high-quality human resources &=, 16
Lack of technological capacity =2
Firm could not access financial . . =773
Cost of Innovation =520
Risks of innovation E=q3¢

olicies on copy rights have a good impact on the..

Policies on supporting research, transfer of S&T..

Policies on developing the technology market..

Policies on tax have a good effect in the..

The preferential policies on land have a good..

Can easily access financial support sources from..
0 50 100

N
(&)
o

50 100 150

o

B1almosthot B2 HE3 E4 NE5 very strong impact B Small firm B Medium firm | Large firm
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Policy instruments for enhancing technological capabilities and innovation of SMEs

- Enhance productivity and quality at Viethamese companies

Program 712 on
enhancing

productivity and
quality 2010-2020 - Development of new Vietnamese Standards (TCVN)

- Support Viethamese companies to adopt international quality
management systems

2020-2030 - Publish guide books on productivity and quality

- B2B Vietnam suppliers to FDIs/export - Support Vietnam enterprises to

Program 68 apply management systems to meet the requirements of GVCs

. - Improve human r r L l manufacturing r irement
on supporting BAs, BDSs prove human resources as global manufacturing requireme

industries 2018-2025 - Support application of technology transfer and innovation

- Building supporting industry database

National Technology 2013.2020 - Enhance national scientific and technological capacity
Innovation Program - Enhance the technological absorption capacity of Vietnam enterprises
2020-2030

Corporate income tax incentives (two-year exemption and 50% reduction

Tax legislation 1999-2014
for next 5 years)

2014-2030




e [LEEMEEBUL KD i Barriers for OEM/ODM/OBM product development

WIII%

vV

* Market Y
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° i S
Information ////4///// e
e Customers i W

il
Branding
Distributions
Market size

Cost
* R&D
* Marketing & sales

Recourses
 Familiar to manufacturing only

Supply chain inVietnam
* Material
 Lack of some finished process
* Production volume
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SAYTHANG HOA
THONG MINH SASAKI

DONG SAU VUQT TROI - TOI UU HIEU SUAT

+ NGUYEN HINH - NGUYEN CHAT - NGUYE MAU

« TU DONG DIEU KHIEN « CACHNHIET3LOP
* TIEU CHUAN NHAT BAN « TOI UU HIEU SUAT 120% :

Model: SASAKISOF

HOTLINE: +84 (0) 968 723 079

@ hrpsssasakicommn (2§ sales@sasaki comvn
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( > Car/Bus
' /Truck I
i Mechanical i Other Y \

Engineering Assembly
Technology

Technologies

>[ Motorcycle

sl | A V | ODM/OBM R bl
i Metals. EQE R Manufacturing—>[ enewabie
’ ’ SEEEEEES . Energy

Plastics/Rubbers [~ : )
Parts ' I »| Electronics

Supp@n’tmgﬂndusitrypr(oducts : .
Supportingncustres Logisie, | [ Mectinen

"""" Marketing

< > Distribution (
Su[@pﬂ‘y chain Sales »| Automation

I \
< >

Value chain

2025 KDI-LPEM 2nd Joint Seminar “From Investment to Innovat. = Empowerment” Source: VASI, 2025
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Only focusing on Supply-
side policies

Lack of Demand-side
technology policies
Productivity activities:
Effective approach:
Implemented by third
parties such as business
support organizations
(BDSs)

R&D support: Direct by
MOST: complexity/barrier
for SMEs in accessing the
fund

Challenges in accessing
financing for innovation
Lack of M&E on these
programs

Policy Recommendations

Capacity building as a priority for innovation.

Supporting the manufacturing SMEs should begin with fundamental reforms in
organizational and management practices, enabling companies to implement and
adjust new processes, and eventually adopt more complex technological
knowledge

Comprehensive program for productivity, quality, and R&D
The support required varies significantly across different stages of this process: the
initial stage often involves  technical assistance (such as standards and connections with

multinational corporations), while later stages  require financial and technological support
for R&D and brand development.

Program for supporting the transition from OEM to OBM
Such a program could include activities such as market research for end products,
studying products and competitors, assessing technology levels and investment
needs, facilitating access to credit, supporting brand building and distribution
channels, and assisting with export activities.
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O Products: QCD + ESG + 0O Market
digitalization Q Tradeshow
d Cost optimization 0 FABTECH US 2024/2025/2026
d Learning and Kaizen O EICMA Italy 2025/2026/2027
d System management 0 Hannover Messe, Germany
A Cost control 2026/2027/2028
O B2B

0 Defining of Customer d Commercial counselors from

segmentation .. .
O Customer size country En_1baSS|es in Vletn?m
_ O Oversea Vietham Commercial
e St29es
_ 7 O Market and Tariff: updated
0 Diversification customer situations and global
Q Expansion of production policies
stages O Building capabilities
0 Components 4 E-learning (ILO)
0 OEM Q 05 online training courses
0 ODM/OBM O Toyota — VASI coaching program

2025 KDI-LPEM 2nd Joint Seminar “From Investment to Innovation: Policy Pathways for MSME Empowerment”
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VASI free sourcing tours VASI

Sourcing tours:
2 days Greater Hanoi
2 days Greater Hochiminh city

to visit the best local companies in:
Mechanical Engineering
Plastic and Rubber
Electrical and Electronics
Automation system

Visitors:
Potential Buyers
Potential Investors/Partners e
Commercial counselors from . 1% HoChiMinh
country Embassies inVietham
Oversea Vietham Commercial
counselors
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