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PREAMBLE
With the strong advancement of science and technology, and the on-going globalization movement, logistics activities along the line of production through to consumption are playing an increasingly important role in determining the competitiveness of manufacturing industries, services and the economy as a whole. 

A close look at the inherent vantage points and dynamics of international markets reveals that the logistics sector in Vietnam has a great potential for growth and deep integration in the global logistics arena. Opportunities can be clearly seen from the increasing openness of the domestic economy and the country’s geography advantages to become a trade and transportation gateway in the region and the world. 

To realize these potentials and opportunities, and launch the domestic logistics sector into a core engine of the Vietnamese economy, positively helping to improve the overall competitiveness of the entire economy, on Feb. 14, 2017, the Prime Minister endorsed Decision 200/QĐ-TTg, releasing the Action plan for improvement of competitiveness and logistics services development in Vietnam by 2025, reflecting the government’s strong interest in a very instrumental sector of the economy.
In this Action plan, the Ministry of Industry and Trade was appointed as the focal agency to make the Annual logistics report, providing a review, assessment and information on the current state and outlook of the logistics market in Vietnam and the world, analyzing the performance of relevant regulations and policies in the field, and informing public sector management, production, trade and investment by businesses, research and communication in the logistics field.
To that extent, the Vietnam Logistics Report for 2017 is structured into seven chapters, concentrating on the following key topics: 

 (i) Overview 

 (ii) Logistics infrastructure 

 (iii) Logistics services 

 (iv) Logistics service providers 

 (v) Logistics in the commercial activities context 

 (vi) Technology and human resources training, and
 (vii) Communication and international cooperation.
The report was made by a drafting team comprising of experts from various ministries and line agencies, including the Ministry of Industry and Trade, Ministry of Transport, Vietnam Logistics Business Association, educational and research institutions, among others, drawing from reliable and updated information systems and data derived from mainstream sources and field surveys conducted by the drafting team.
This is the first year this Annual logistic report is released, and given the time constraints, flaws are almost unavoidable. The drafters nevertheless hope that the Report will meet the essential needs for the information and data that the audience may have, and look forward to receiving readers’ feedbacks to further improve the document. Any queries can be referred to the report drafting team:

Import and Export Authority, Ministry of Industry and Trade

54 Hai Ba Trung Str., Hanoi

Email: cucxnk@moit.gov.vn
Website: www.logistics.gov.vn

CHAPTER I 
OVERVIEW
___________________________________________________________________________

1. Manufacturing, investment, import and export in Vietnam in 2017 
1.1. Overview

By and large, fundamental macroeconomic outcomes in 2017 have improved over 2016, as GDP growth, manufacturing outputs, retails and services (exclusive of pricing factors) and total investment all increased on a year-on-year basis. 

The year of 2017 sees the recovery of manufacturing in general and GDP growth rate by the quarter, from 5.15% in Quarter 1 to a Q2 6.28%, and Q3 7.46%. Estimations for 2017 anticipate the economic growth rate at 6.7% as expected.

The economy continues to be on the right track as the share of services increases at the expense of agriculture, forestry and fishery, while industry and construction remain stable. 

However, total investment making the most gains among the indicators reveals less than optimal and unsustainable investment efficiency. 

Figure 1. Key macroeconomic outcomes for 2017 (%)
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Source: Calculations using the General Statistics Office’s data.

It is safe to say that efforts to roll out Resolution No. 01/NQ-CP, regarding the key tasks and strategies in directing and managing the implementation of the socioeconomic development plan and state budget estimates for 2017, and Directive No. 24/CT-TTg, on the key tasks and strategies in promoting the growth of various industries and sectors to achieve the targeted economic growth for 2017 have helped the nation’s economy to thrive in 2017, though the momentum for growth seems to rely on the following key factors.
Advantageous determinants
+ Increasing global demand for goods and services;
+ Instability in specific regions in the world further drives the shift of regional investment to countries that have the potential and space for growth, and more a reliable socioeconomic climate, including Vietnam.
+ Vietnamese businesses have been more experienced in tapping the vantage points derived from tariff cut commitments of FTA partners for goods coming from Vietnam.
+ Vietnam’s competitiveness for 2017 has been improved (gaining 6 ranks over 2016), encouraging the domestic and international business and investment communities to expand their business in Vietnam.
Disadvantages:
+ Complex impacts of highly frequent natural disasters in various areas across the country;
+ Regional markets went through major ups and downs, as political tension and social unrest take place in many parts of the world more frequently, disrupting commercial activities.
+ The competition from commodities of other countries in international markets and right here in the country, combined with the increasing importation of consumer goods along the tax cut pathway of existing free trade agreements will put more pressure on locally made goods.
In sum, despite the many challenges faced in the last months of the year, making good use of the advantageous factors, effective and timely actions of the government, and dedication of various levels of the government, line agencies and municipalities in keeping the macroeconomic landscape stable will continue to facilitate the growth of commercial activities. 

- The set objective of CPI increase by less than 4% is completely achievable. Effective inflation control makes it easier for the government and State Bank (SBV) accommodate dovish financial and monetary policies in an attempt to achieve the whole-year GDP growth of 6.7%. 

- After recovering in the 2nd and 3rd quarters, manufacturing in the last quarter of 2017 continues to gain positive growth and seems on track to achieve the set target.
- Total retails and service revenue has increased by about 10-11% relative to 2016.
- As exports maintain a high year-over-year growth rate, Vietnam’s commodity exports for 2017 look set to record the highest growth rate since 2011, at about 18.9% or 210 billion USD in value.
Generally speaking, the domestic macroeconomic climate has improved with the strong growth of manufacturing and transport infrastructure, especially motorways, coupled with efforts in administrative procedure reform and trade facilitation, providing opportunities for the local logistics sector to change for the better in 2017. With the volume of freight and goods movement increasing, and earnings of logistics businesses improved, the local logistics market has become more attractive to foreign investors when the FDI inflow in this industry just in the first half of the year exceeds that of the whole 2016 and the previous 5-year average.
1.2. Production:
1.2.1. Production in agriculture, forestry and fishery:

The year 2017 was anticipated to be another year of challenges for agriculture in Vietnam. The damaging effects of natural disasters (cyclones, flooding and salinization) continue, as the on-going pork surplus crisis, with a knock-on effect on other cattle and poultry meats, have a negative bearing on production. Nevertheless, production in agriculture, forestry and fishery was able to make a big stride forward, with revenue of USD29.76 billion from the first ten months compared to the same period of 2016.
1.2.2. Industrial production and construction:

Manufacturing has had a fairly successful year, achieving the highest growth in many years and continuing to be the main driver for both the industry and construction sectors in 2017, making up for the shortfall of mining. 

Manufacturing has been the beacon driving growth of the entire sector, as in the first months of the year, it has constantly been in a pattern of higher growth in the next moth than the previous one, and importantly higher growth than the same period of 2016. The industrial production index for the first ten months of 2017 of this subsector expanded by a YoY 13.6% (10.7% higher than the same period last year). Against the backdrop of the declining mining, this subsector has played a vital role and the key impetus for the growth of the entire sector. 


Industrial cities, including Bac Ninh, Haiphong and Thai Nguyen, continue to lead the pack in terms of industrial production value growth rate. The 10-month YoY industrial production indices of several major industrial municipalities are: Bac Ninh - 32% growth (as Samsung Group gears up sharply its electronic part output); Haiphong - 20% growth; Thai Nguyen - 17.9% growth; Hai Duong - 10.1% growth; Binh Duong - 9.7% growth; Da Nang - 9.1% growth; Dong Nai - 8.5% growth; Ho Chi Minh City - 7.8% growth; Can Tho - 7% growth; Hanoi - 6.9% growth; Vinh Phuc - 6.9% growth; and Quang Ninh - 3.1% growth. On the contrary, a number of provinces saw a decline in the industrial production index, including Ba Ria-Vung Tau - 3.8% deficit, and Quang Nam - 4.5% slump.
Figure 2. Industrial production index, 2012-2017
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Source: Calculations using the General Statistics Office’s data.

Inventory as of Oct. 1, 2017 increased by 8.8% compared to 2016 (a YoY increase of 8.9% over 2016). A closer look at various industrial production subsectors reveals reasonable inventory increases, reflecting the production and sales landscape in the subsector and well within the planned level.
1.3. Investment and lending
Investment: 
The accumulated state budget financed investment for the first 10 months of the year is VND221,000 billion. Foreign direct investment in the first 10 months is estimated at USD14.2 billion, an 11.8% growth over the same period of 2016, where manufacturing is leading the pack with registered capital of recently licensed projects coming in at USD5.8 billion, or 35.3% of the total registered capital. 

In the first 10 months of 2017, 108 jurisdictions are known to have an investment project in Vietnam. Among the 77 jurisdictions having a newly licensed investment project in Vietnam in the first 10 months of the year, Japan is the most important investor with USD3,970.6 million, or 30.5% of the total newly registered capital, followed by Korea with USD3,501.4 million, or 21.5%, Singapore with USD3,142 million, or 19.3%, and China with USD1,311.9 million, or 8%.
In respect of investment location, after the first ten months, a total of 58 provinces and central-level cities registered a newly licensed foreign direct investment project, with Thanh Hoa having the most registered capital at USD3,146.8 million, or 19.3% of the newly registered capital, followed by Nam Dinh, with USD2,129.9 million, or 13.1%; Ho Chi Minh City, with USD1,896 million, or 11.6%; Kien Giang with USD1,342.3 million, or 8.2%; Binh Duong with USD1,260.4 million, or 7.7%, and Hanoi with USD1,041.9 million.
Lending: Lending growth is expanding a little faster than the deposit-taking growth rate, and while lending growth is at a YoY higher level than 2016, it is still low given the expected growth rate for the whole year, i.e. about 21%. 

Figure 3. Lending growth, many years (%)
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Source: Calculations using the General Statistics Office’s 2017 data*. Forecast.
1.4. Import and export 
Vietnam’s import and export for the first ten months of 2017 has been positive across the board. Export in the first ten months of 2017 is estimated at USD173.7 billion, a 20.7% growth over 2016, of which, export by the wholly foreign-owned sector is estimated at USD48.2 billion, a 17.2% growth, and the FDI sector estimated at USD125.5 billion (including crude oil export), a 22.1% YoY growth.
Export in the first ten months of 2017 is approximately USD172.5 billion, a 22% YoY growth, including USD64.6 billion from the domestic business sector, or an 11.6% YoY growth, and the foreign invested enterprises sector, with an estimated USD107.9 billion, a 29.2% growth. The first ten months of 2017 are expected to record a trade surplus of USD1.23 billion.
Figure 4. Vietnam’s trade balance, various months, 2016-2017
 (Unit: million USD)
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Source: Calculations using the General Department of Vietnam Customs’ data.
Export:
The highlight being export by the domestic business subsector is on the steep rise again, as the export growth rate distance with FDI firms is narrowing. The composition of export goods has also improved in line with the transformational direction of exporting with a higher content of manufactured products. The capability to get the best out of the existing free trade agreements of Vietnamese businesses has increasingly improved. Vietnam’s export to markets with a free trade agreement with Vietnam, such as Korea, China and Japan, all increases sharply. 

By market categorization, key export markets have seen relatively strong growth, as Asia - a traditional market, is estimated to have a relatively good 10-month export growth over 2016 (increased by 28.9%), accounting for 51.5% of the gross export revenue, while remaining markets gain a mild growth, with European markets scoring a 15.1% growth, and exporters need to continuing making better use of existing commitments and incentives from the signed treaties to better tap these markets; EU 27 markets expanding by 15.7%; America markets increasing by 12.3%, accounting for 24.6% of the total; Africa markets declining by 0.9%, accounting for 1% of the total, and Oceania growing by 18.1%, accounting for 1.8%.
Vietnam’s intent for goods exportation remains increasing export of high added value products, mostly in manufacturing, such as hand phones, telephone parts, personal computers, electronics and semiconductors, among others. This has been a cross-cutting, long-term strategic policy, reflecting the goal of speeding up economic modernization, coupled with a shift in the industrial production and product line-up. Vietnamese businesses, however, are facing intense competition in international markets, while at the same time having to deal with ever more demanding requirements for export goods from Vietnam.
As soaring importation of raw materials and machineries for domestic production reveals that Vietnam is still very dependent on imported raw materials, even a trade surplus will not ensure sustainability and trade deficit may return at any time, given the slowly growing added value.
Vietnam has achieved far-reaching integration with the global economy, and is a signatory of many Free trade agreements with other jurisdictions. That means products from other countries also enjoy a good opportunity to enter Vietnam.
1.5. Services:
Positive economic growth and higher personal income help strengthen consumer’s purchasing power, as the service sector continues to improve, especially the increase in spending on means of transportation, eatery services and travel. 
The Global Retail Development Index (GRDI) of Market consulting group A.T Kearney (USA) indicates that Vietnam has for multiple years been ranked among the 30 economies with the most attractive retail market since 2008, coming in as number 6 in 2017.
Meanwhile, data from the General Statistics Office reveal that in the first ten months of 2017, gross retail goods flow and revenue from consumer services across the country are valued at VND3,257,981 billion, a 10.7% YoY growth compared to 2016, and higher than the 9.3% YoY growth scored in 2016. 


The 10-month goods retail revenue is estimated at VND2.439 billion, or 74.9% of the total, and a 10.6% YoY growth, where lumber and building material expanded by 13.5%; foods growing by 10.5%; cultural and educational products expanding by 9.9%; garment growing by 9.8%; household items, utensils and equipment expanding by 8.8%; and means of transport growing by 8.4%. Travel and tourism revenue for the first ten months is estimated at VND30.1 billion, or 0.9% of the total and a 15.2% YoY growth, given the increasing volumes of international visitors and domestic travel.
Figure 5. Gross goods retail and consumer service revenues, 2010-2017
 (Exclusive of the pricing factor, %)
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Source: Calculations using the General Statistics Office’s data.
2. Logistics-related laws and policies 
2.1. Legal framework for logistics business
Logistics services associated with ocean shipping are affected by various international pacts, including 1924 Brussel Bills of Lading International Convention, revised 1968 Protocol, 1978 Convention on ocean cargo shipping, and others. On the part of air cargo shipment, we have the 1929 Convention on Unification of Carriage by Air, 1955 Protocol, 1975 Warsaw Convention, and 1999 Montreal Convention.
The Convention of Unification of Customs procedures were signed in Kyoto (Japan) in 1973, and the International Convention on Multimodal transportation was entered into in 1980. Most of these international treaties were formed by advanced economies including USA, UK, France, Japan, and so on, and accepted by other member nations. In a sense, international conventions, like international trade practices, were mostly created in developed countries, as leading global rules of the game.
When Vietnam became an ASEAN member nation, logistics services were also subject to regional deals, including the 1999 Cross-border Transportation Facilitation Agreement (GMS), Transshipment Facilitation Agreement (1968), and ASEAN Multimodal Transportation Master Agreement of 2005. In the trade of logistics services, businesses also need to observe common international practices, for example, trade delivery terms (Incoterms), prevailing rules for documentary credit, insurance of cargo in transit, loading and unloading, storage, and delivery and so on.
The legal system in Vietnam pertaining to logistics has taken shape and increasingly been improved. The 2005 Trade Law replacing the 1997 Commerce Law, uses the term ‘logistics’ in lieu of the formerly used forwarding services. In 2005, a revised version of the 1990 Maritime Law was released, in an attempt of increasing alignment with international laws. In 2006, Vietnam officially recognized the Convention on Facilitation of International Maritime Traffic (FAL-65), while along with the maritime law, aviation, road traffic, railroad, inland waterway, customs, depository institutions, insurance laws, among others were also released.
Qualifying criteria to enter logistics services business are defined in Decree No. 140/2007/NĐ-CP, Sep. 5, 2007 - the implementing decree to the Trade Law, in relation to eligibility requirements for doing logistics business and liability restrictions for business people trading in the logistics sector.
Table 1. Some key legislative instruments relating to logistics
	Mode
	Laws
	Decrees
	Decisions, Circulars and other documents

	Multimodal transportation services
	
	Decree 87/2009/NĐ-CP, Oct. 29, 2009, on multimodal transport
Decree 89/2011/NĐ-CP, revising Decree 87/2009/NĐ-CP, on multimodal transport
	

	Maritime transportation services
	2005 Maritime Law
New Maritime Law of 2015, in effect from Jan. 1, 2017
Vietnam Ocean Law of 2013
	Decree 30/2014/NĐ-CP, on qualifying criteria for doing maritime transportation business and providing maritime transportation supporting services
	Decision 2190/QĐ-TTg, Dec. 24, 2009, providing the master plan by 2020 and vision by 2030
Circular 66/2014/TT-BGTVT, on transportation of passengers and luggage, and speed boat passenger transportation between ports, piers and bodies of water in Vietnam’s internal waters and across the border

	Inland waterway transportation services
	2004 Inland Waterway Traffic Law

Revised 2014 Inland Waterway Traffic Law
	Decree 110/2014/NĐ-CP setting the eligibility requirements to do inland waterway transportation business
	Consolidated Correspondence No. 13/VBHN-BGTVT, Dec. 28, 2015, merging the Circular on passenger and luggage transportation, and inland waterway contract-based transport

	Air carriage services
	2006 Civil Aviation Law of Vietnam; revised 2014 Civil Aviation Law
	Decree 30/2013/NĐ-CP on air carriage business and general aviation activities
	Circular 81/2014/TT-BGTVT on air carriage and general aviation activities
 Decision 43/2017/QĐ-TTg defining the responsibility of completing procedures for aircraft entering, exiting and passing through the country through the National Single Window 


	Rail transportation services
	2005 Railroad Law
	Decree 14/2015/NĐ-CP - the implementing decree to the Railroad law
	Circular 78/2014/TT-BGTVT on passenger and luggage transportation, and contract-based transport using the national railroad system

	Road transportation services
	2008 Road Traffic Law
	Decree 86/2014/NĐ-CP on doing business and qualifying criteria for doing business in automobile transportation
	Circular 63/2014/TT-BGTVT on setting up and managing automobile transport activities and road transport supporting services; Circular 60/2015/TT-BGTVT, revising specific provisions of Circular 63/2014/TT-BGTVT on setting up and managing automobile transport activities and road transport supporting services

	Storage management
	
	Decree 68/2016/NĐ-CP, July 1, 2016, defining the qualifying criteria for trading in duty free products, storage, locations for customs clearance, stockpiling, inspection and customs monitoring
	Circular 84/2017/TT-BTC providing implementing guidance for Decree 68/2016/NĐ-CP
Decision 2061/QĐ-BTC on piloting automated customs management and monitoring for import, export and transit goods at Noi Bai airport

	Border warehousing system
	
	
	Decision 229/QĐ-BCT, Jan. 23, 2017, approving the “Master plan for the commodity warehousing system at Vietnam-Laos border crossings and Vietnam-Cambodia border crossing by 2025 and vision by 2035” project
Decision 1093/QĐ-BCT, Feb. 3, 2015, approving the Master plan for the commodity warehousing system at Vietnam-China border crossing by 2025 and vision by 2035

	Inland clearance depots (ICDs)
	
	
	Prime Minister’s Decision 2223/QĐ-TTg, Dec. 13, 2011, approving the Master plan for the Inland Clearance Depot system in Vietnam by 2020 and vision by 2030


2.2. Policies released in 2017
The year 2017 marks a significant milestone in perfecting the legal and policy frameworks relating to logistics. This ranges from the government releasing the Action plan for competitiveness enhancement and development of logistics services in Vietnam by 2025 to the amendments and enactment of new normative regulations for cross-border trade governance, customs procedures and specialist audit.
- Action plan on competitiveness enhancement and development of logistics services in Vietnam by 2025 was signed and released by the Prime Minister through Decision No. 200/QĐ-TTg, dated Feb. 14, 2017.
After Decision 200/QĐ-TTg was released, several ministries, line agencies, municipal governments and associations have also put in place their own plans to expedite the listed tasks for logistics development within their respective sectors or localities, reflecting the unique attributes and socioeconomic development context of such sectors or municipalities.
	Box 1. Logistics - from Plans to Actions
Aware of the rapid expansion of logistics business, and as suggested by the Ministry of Industry and Trade, through Correspondence 2299/VPCP-KTTH of Apr. 6, 2015, the Prime Minister tasked the Ministry of Industry and Trade, in cooperation with other relevant ministries and line agencies, to develop an Action plan for competitiveness enhancement and development of logistics services.
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Released in conjunction with Decision 200/QĐ-TTg, Feb. 14, 2017, the Action plan sets forth 60 task items in six groups, including:
* Optimizing policies and laws regulating logistics business
* Upgrading logistics infrastructure
* Capacity building for businesses and improving service quality 

* Expanding markets for logistics services 

* Training, raising human resources awareness and quality
* Other tasks as required
The Ministry of Industry and Trade, Ministry of Transport and Vietnam Logistics Business Association are the lead entities, mandated with the most number of tasks to accomplish. These entities also work closely with many other relevant ministries, line agencies and organizations on other task items.
 “We highly appreciate the government releasing this Action plan, which demonstrates the path setting role of the government, as well as its timely and strong support for the logistics community”, said Mr. Le Duy Hiep, chairman of Vietnam Logistics Business Association. “In the next step, we need to take more aggressive actions to turn what has been drafted in the Action plan into reality”, he added.


- Foreign Trade Governance Law:
The Foreign Trade Governance Law passed by the National Assembly in 2017 will come into effect from Jan. 1, 2018, structured into 8 Chapters and 113 Articles, providing rules on ways to control foreign trade and boost cross-border trade. The Law mostly rules over public sector management in relation to foreign trade, including administration and management of foreign trade activities relating to international commodity trading, without governing or interfering with specific acts of business people and among business people. The Law applies only to commodities and not services.
The Foreign Trade Governance Law systemizes different types of trading across borders, including export, import, outsourcing, agency trading, import processing, export processing, transshipment, and so on. These activities are what logistics service providers doing business in customs brokerage need to be familiar with in terms of regulations, processes and procedures to advise and take actions on behalf of clients.
- In 2017, the government revised Decree No. 140/2007/NĐ-CP, Sep. 5, 2007 - the implementing decree to the Trade Law, in relation to eligibility requirements for doing logistics business and liability restrictions for business people trading in the logistics sector. The draft new Decree is expected to introduce a new classification of logistics services, updating WTO liberalizing commitments for logistics services after a decade of Vietnam’s accession to the outfit.
- Decree No. 160/2016/NĐ-CP, Nov. 29, 2016, on qualifying criteria to trade in ocean shipping, shipping agency services and ocean vessel navigating services, came in effect on July 1, 2017, superseding government Decree No. 30/2014/NĐ-CP, Apr. 14, 2014, on the qualifying criteria to trade in maritime transportation and maritime transport supporting services.
The purpose of Decree 160/2016/NĐ-CP is to provide in more details provisions relating to the Vietnam Maritime Law of 2015, in effect from July 1, 2017. To that end, the Decree defines more clearly qualifying criteria in terms of organizational setup, financing, human resources, among others, compared to Decree 30/2014/NĐ-CP, reflecting the current degree of Vietnam’s far-reaching integration with the world when it fully observes the commitments made on ocean shipping services within ASEAN and WTO, in a move toward completion of its commitments through TPP and new generation FTAs, thus creating a transparent and equal legal environment for businesses trading in sea shipping services, both domestic and international, in Vietnam.
- Specific new policies on customs-related administrative procedure reform (APR):
In 2017, the entire customs sector has been working closely with other relevant ministries and line agencies rolling out prevailing policies and strategies to make customs procedures simpler, adopting information technology and innovative management practices to help improve performance and competitiveness for businesses. Key policies include:
+ Paying tax electronically for import and export goods: This should be done on a 24/7, anytime, anywhere basis. Ro make administrative procedures simpler, shorten customs clearance time, deal with existing concerns and optimizing electronic tax collection and payment practices, the General Department of Customs is working on the “24/7 electronic tax payment through counterparty banks and customs clearance” project. To date, the General Department of Customs has entered into counterparty agreements with 36 commercial banks, and started collecting import/export duty through an electronic portal. In this process, exporters and importers can go to the said commercial banks (those having signed the counterparty agreements with the General Department of Customs) and fill in a detailed payment statement for every declaration sheet and request a transfer of the tax amount to the state budget. Bank officers will then look for necessary information on the designated webpage, and if the information is found to be in order, prepare a payment order and send it to the General Department of Customs and State Treasury. Based on the information sent by the commercial bank to the payment webpage, the system will start processing, deduct any outstanding debts, and validate completion of tax obligations for the taxpayer. This method offers the benefits of simpler procedures, as the taxpayer only needs to fill in minimal information when paying taxes, and such information will be transmitted to the VNACSS system for customs clearance purposes, thus cutting time and the costs incurred for the taxpayer.
+ Less product items needing pre-clearance specialist inspection. In Resolution 117/NQ-CP on the regular government meeting in October 2017, the government requests that the customs sector collaborate with other relevant ministries and line agencies to cut at least 50% of product lines needing pre-clearance specialist inspection. To further simplify administrative procedures and minimize specialist inspection, the Ministry of Agriculture and Rural Development, through reviews, recommended a plan to drop or simplify 18 out of 40 existing administrative and specialist inspection procedures (45%). Procedural cut rules: Specialist inspection will be minimized for export goods, and will be done only when requested by the importing country or shipper, or as required by the rules of applicable international treaties, in a flexible and appropriate way. In the meantime, the principle of risk management, shifting from pre-validation to post-validation, and adoption of the Authorized Operator scheme will be followed through. The Ministry of Industry and Trade has also been able to trim more than 58% of the number of product items need pre-clearance inspection. All those that remain are product lines that the ministry has no authority to remove under the existing law. All of these products, according to the Ministry of Industry and Trade, are fully assigned with a HS code, managed by the risk degrees involved, available standards and codes, coupled with removal of monopoly and increased mixed public-private provision in inspection. The Ministry of Industry and Trade informed that more major shakeups will follow in the near future, including downsizing of the list of goods subject to specialist inspection, both before and after clearance. Those items that must be inspected will go through strengthened post-validation and bolstered risk management. The Ministry of Industry and Trade will move on to repeal and simplify various administrative procedures and qualifying criteria.
+ Customs clearance for air cargo: On Oct. 13, 2017, the Ministry of Finance signed Decision 2061/QĐ-BTC, on piloting automated customs management and monitoring for import, export and transit goods at Noi Bai airport. The pilot covers export, import and transit goods with an export border crossing (loading place indicated on the export clearance sheet) or import border crossing (unloading place on the import clearance sheet) being Noi Bai airport, under the jurisdiction of Hanoi Customs Department. 
+ Application of information technology to monitor goods at marine terminals and adopting digital signatures in declaration of information to complete administrative procedures relating to vessels exiting, entering and pass through. As of Sep. 11, 2017, three businesses have registered to the Marine terminal goods management and monitoring system, overseeing more than 86,000 containers entering and leaving ports. Initial results indicate that this marine terminal goods monitoring system has greatly facilitated businesses and also helped improve the governance efficiency of customs agencies and other relevant authorities. This will provide the premise for outscaling at marine ports all over the country. Additionally, from Jan. 1, 2018, the General Department of Customs will request shipping companies, shipping agents and customs brokers to use digital signatures when declaring information to complete administrative procedures relating to vessels entering, leaving and transiting through the National Single Window.
3. Other activities
3.1. Adopting the WTO Trade Facilitation Agreement
Vietnam adopted the Trade Facilitation Agreement (TFA) in November 2015. On Feb. 22, 2017, TFA obtained the necessary approval of two thirds of the total 164 TWO member nations and officially came into effect.
TFA going live is a promising step to speed up movement, customs clearance and release of commodities, and opens up a new era for reform, facilitation and creation of a vital driver for cross-border trade of goods, for the greater good of all States parties. 

Full implementation of TFA is anticipated to cut an average of 14.3% of the trade expenses of the member nations, with developing countries benefiting the most according to a 2015 survey by WTO economists. 

TFA is constructed with 3 main sections and 24 clauses, and according to the provisions of the Agreement, the commitments in Section I of the Agreement are grouped in three categories:
- Category A: To be completed right after the Agreement is in effect (or within one year for less developed member nations); 

- Category B: To be completed after the Agreement is in effect, following a preparatory period;
- Category C: To be completed after the Agreement is in effect, following a preparatory period with technical assistance.
Member states, including Vietnam, through a self-supported review of their own governance context, classify the provisions into the Categories A, B and C, develop an implementing pathway and notify WTO. 

By estimates of the Organization for Economic Cooperation and Development (OECD), easing the administrative procedure burden will help cut 2.8% of trade expenses for upper-middle-income countries, and 2.2% for lower-middle-income countries. 
Partnership between the government and private sector will play a crucial and strategic role in the reforms moving toward trade facilitation. In this respect, regulatory authorities need to create demands and cross-cutting supporting activities for trade facilitation reforms. The private sector, in turn, need to take proactive efforts to identify any provisions not in alignment with TFA and issues that may compromise the effectiveness of TFA, send feedbacks through TFA channels to agencies directly handling customs procedures (customs authorities and other specialist regulators), oversight and executive bodies (government and National Assembly), and business representative organizations (VCCI, associations and so on). From there, industry may suggest TFA-based initiatives, such as recommendations on how to resolve problems and create TFA pressure through standards and deadlines for completion of customs reforms.
Along with TFA adoption, the Prime Minister signed Decision 1899/QĐ-TTg, Oct. 4, 2016, putting together a National steering committee for ASEAN single window, National single window and trade facilitation. Heading the committee is Vice Prime Minister Vuong Dinh Hue, with members being senior officials of various ministries, line agencies and VCCI.
3.2. National Single Window and ASEAN Single Window 

The ASEAN Single window and National Single Window offer the business community, including logistics services providers, considerable benefits, including shorter time to complete administrative procedures, less paperwork with relevant regulatory agencies, and a simpler interactive process with regulatory authorities. 
In Vietnam, the ASEAN Single Window and National Single Window have been formalized into domestic law in the 2014 Customs Law and government Decree 08/2015/NĐ-CP. This has been a high agenda item for the government, which has been offering close supervision through various decrees to improve the business climate and enhance the national competitiveness, among others.
As of Nov. 15, 2017, the National Single Window has connected the General Department of Customs with 11 ministries/line agencies. Besides customs procedures for commodities handled by the General Customs Department itself, 39 administrative procedures of ten ministries/line agencies have been pipelined through NSW with a total of 602,000 applications and files processed. As many as 15,100 businesses have become a participant in the National Single Window. The General Department of Customs is now working with ministries and line agencies to further improve technical and operating manuals, and software for 22 new procedures from six different ministries/line agencies for installation in the National Single Window. Meanwhile, another 130 administrative procedures are next in line as registered by the ministries/line agencies. 

Going forward, ministries and line agencies will be focusing on outscaling at all seaports, with the full engagement of all relevant regulatory authorities at marine terminals and river docks, in order to make procedures simpler for transport and logistics businesses, as the National Single Window reaches air travel and inland waterway transport. As part of customs procedures, the workflows for bonded warehouse management, express freight, and others will continued to be improved.
In respect of the ASEAN Single Window, the Protocol providing the legal framework for the application of the ASEAN Single Window has been activated (approved by all the ten ASEAN nations). In preparation for the formal application of the ASEAN Single Window, the General Department of Customs, in cooperation with the Ministry of Industry and Trade and Ministry of Information & Communication, is having information infrastructure readily available for the full functioning of the ASEAN Single Window for the e-C/O form D by January 2018.
According to ASEAN plans, the ASEAN Single Window will continue communicating a large variety of commercial papers and transport documents through electronic means. With that, completion of administrative procedures to facilitate the flow of goods and movement of vehicles among ASEAN countries will take place entirely in an electronic environment, using electronic documents. As a result, a series of paper-based documents to be lodged or presented will be made much simpler or even removed, bringing along benefits for logistics services in terms of financial costs and time needed to complete administrative procedures in logistics operations.
On the side of the businesses involved in export and logistics activities, they need to have human resources and infrastructure ready to meet the requirements of the National Single Window, and actively cooperate with relevant regulatory authorities in completing administrative procedures on the National single window webpage, offer constructive input to the draft legislation supporting the application of the National Single Window, and attend all the training opportunities provided by customs authorities and other ministries/line agencies.
On the other hand, procedures on the National Single Window at various ministries/line agencies have only been made partially electronic, as some forms and templates are physically converted to electronic papers, and most of the documents still need to be lodged in paper form or scanned copies as attachments. In this regard, ministries/line agencies need to take a comprehensive review to have their own plans for simplifying the papers and documents to be lodged/presented, while also guaranteeing transparency and efficiency of public sector management.
3.3. Public administration reform and specialist inspection 

Application of the National Single Window and specialist inspection are two crucial agenda items when it comes to public administration reform, improving the quality of public services relating to import and export activities, cutting administrative procedures and customs clearance time, upgrading competitiveness for businesses, while also making positive contribution to the implementation of the government’s Resolution 19/NQ-CP and Resolution 35/NQ-CP. 

Ministries in charge of specialist administration has duly directed relevant functions within the ministries to work with the General Department of Customs screening, revising and updating normative regulations under their governance and specialist inspection jurisdiction. A number of amendments and replacements have been released, adopting risk management in governance and specialist inspection practices, as some other deemed unviable were repealed. Estimates of the General Department of Customs indicate that as of Sep. 30, 207, the number of regulations revised and updated as required in Decision 2026/QĐ-TTg are as follows:
- 66 out of 87 (76%) regulations have been revised, updated or replaced. 

- 21 out of 87 (25%) regulations have not been revised, updated or replaced. These documents are being revised and updated by the ministries. 

Ministries in charge of specialist administration have been working with the General Department of Customs to develop and release a List of commodities subject to specialist inspection, with HS codes. Until then, the ministries have put in place regulations for exceptions or less documentary inspection for commodities subject to specialist audit and use of information technology in the acceptance and processing of documentation, and communication of date and information.
However, specialist inspection are to date still largely done through manual methods and not exactly on a risk management basis required for specialist inspection of import/export goods (shipment-based inspection still applies). While a number of ministries in charge of specialist inspection have accepted exceptions or less documentary inspection for specialist audit purposes of import/export goods, commodities subject to specialist inspection still have to wait for a specialist test pass to be cleared. 

Orientation, training and capacity building relating to specialist inspection for exporters, importers, and other relevant entities and organizations remain inadequate. Regular orientation, training and communication of applicable specialist inspection rules for stakeholders are non-existent, while a designated site for disclosure of information is still not available. Some regulations have been released for a long time, but are only heard of by stakeholders when they are applied.
According to a World Bank report, the time needed for customs clearance in Vietnam has made initial progress:
- 2016: the clearance time for export goods was 108 hours, and 138 hours for importation.
- 2017: the clearance time for export goods was 105 hours, and 132 hours for importation.
3.4. Open-door commitment for logistics services
As part of its WTO and ASEAN commitments, Vietnam has promised to open up the market for logistics services, including container loading and unloading, customs clearance services, warehousing, cargo transport agency services and other services provided on behalf of the shippers, with very explicit regulations. All specific services require that foreign investors create a joint venture business with a Vietnamese partner, with equity no more than 49%, 51% and 70%, depending on the services involved and specific timeline for equity top-up in the joint venture, or start a wholly foreign-owned business. In addition, the provision of specific logistics services is also bound by how the services are provided, or to be specific through method 1 - cross-border services provision; method 2 - offshore consumption; method 3 - commercial presence; and method 4 - natural person presence.
ASEAN member nations have also agreed to build a pathway for integration of logistics services in ASEAN (AEM Retreat) in May 2007. Logistics services within ASEAN are deemed to comprise of the following 11 subsectors: Cargo loading and unloading in ocean shipping (classification ID in the United Nation’s List of central products and services classification as CPC 741), warehousing services (CPC 742), cargo transport agency services (CPC 748), other supporting services (CPC 749), delivery services (CPC 7512**), packaging services (CPC 876), customs clearance services (no CPC classification), international ocean cargo shipping, except coastal transport, air transport (as negotiated in the supreme meeting on transportation within ASEAN), international rail transport services (CPC 7112), and international road transport services (CPC 7213).
Logistics services subsectors were expected to be fully liberalized in 2013 as they are a priority within ASEAN, but for different reasons, some of these subsectors are still behind closed doors beyond the planned deadline. 

4. Global logistics activities in 2017 and trends
4.1. World logistics markets
Logistics markets are valued at about USD8,000 billion a year on average in the last two years, or approximately 11% of the world GDP. In 2017 alone, the market value is estimated at USD9,000 billion, with the ‘big four’ - Ceva Logistics, DHL, FedEx, and UPS accounting for 15% of the gross global revenue.
The rapid growth of electronic commerce and the automation industry has been a key driver for the global logistics markets in 2017. 

Business lines that use logistics services on a large scale globally include retails, transport, manufacturing, communication, entertainment, banking and finance, telecommunications and government’s activities (utilities).
The trend of logistics to become a cross-link among different industries has emerged in recent years, highlighting the need for inherent innovation inside the logistics sector to adapt to the changes in the sectors that it serves. This provides the momentum for innovation in the logistics sector, but at the same time also presents major challenges when the world economy still faces significant unpredictable instability.
By and large, the global logistics sector will shift its center of gravity to Asian developing markets. Investing in technologies and humans will be a vital determinant for the development of the logistics sector in the future.
4.2. Different types of logistics services
The logistics sector also bears the implications to a certain extent of the global economic downturn, though it was still able to maintain a relatively positive growth rate over the last four years, with an annual revenue growth of 2.29%. 
By estimates of the market research firm Armstrong and Associates (2017), the global 3PL revenue was USD802 billion in 2016 (more than 10% of the gross global logistics expenses), and is expected to be USD11,100 billion in the next five years (2022). 

Logistics markets are seeing the expansion of service packages integrating various types of logistics services. Infrastructure development for logistics has been done through funding expansion and the fast development of science and technology. As such, logistics services are often outsourced by different companies to cut operating and investment costs. Moreover, outsourced logistics services and other services relating to supply chains offered by 3PL and 4PL services providers enable businesses to concentrate on their core capabilities instead of spreading and risky investment in other activities.
4.3. Service subsectors
a) Categorized by supply chain
In the journey from production to sales (wholesale and retail sale to the consumers), transport has a larger market share than warehousing and delivery, accounting for about 60% of the global logistics expenses. In fact, delivery services invariably plays a vital role in the logistics process, and a large number of businesses are concentrating on the end-line stage of delivery (including delivery to consumers and payment support), but the biggest share of revenue still belongs to the transport subsector. 
The transport market is further broken down to many line items based on the mode of transport, including air transport, road transport, railroad and waterway. Of these, road transport has the largest market share (45% of revenue) as it is the most popular mode, whereas railroad and air cover relatively small segments. Road transport, therefore, has the largest share of revenue, though ocean and waterway transport is leading in terms of payload quantity. 

The warehousing market tends to expand over time given the increasing demand, and is anticipated to achieve an annual average growth rate of 8.52% for 2015-2019, with the revenue in 2017 estimated at USD709.9 billion. Upgrade of warehouses with temperature control is being given more importance, especially in realm of foods and goods easily affected by weather conditions. By estimates of Statista (2017), the current global cold warehouse capacity is about 600 million cubic meters. 
b) Categorized by service subsector
If divided by business lines, technology (especially electronics, cellphones, among others) currently has the largest share in the global 3PL logistics revenue, followed by automobiles and retails. The production and trading chains for electronics and automobiles are relocating to Asia Pacific, and also disrupting the traditional relationships in the global logistics sector. Generally speaking, within the logistics industry in nine major nations (USA, China, Japan, Germany, UK, France, India, Brazil and Russia), transport and storage of electric cords and electronic parts account for about 20% of the total logistic revenue.
Figure 6. 3PL logistics revenue relating to a number of major business lines
[image: image7.png]90

80

2016

2017

mTechnological
products

Automobiles
[EIRetail

mComponents and

parts

EFood





Source: Calculations using data from Logistics Management.
Logistics chains in Asia Pacific are being strongly supported by the movement of production and investment flows. Asian countries emerging as venues for highly active trading of technology products and consumer goods is backing up the growth of regional logistics.
c) Different types of transport services
Transport services play a vital part in the global economy, as all business lines must rely on transport services to ensure access to raw materials and distribution of products. Information technology continues to provide the platform for the growth of this subsector. The foremost priorities of transport services providers in the near future may include higher safety and reliability in service delivery, customer care and pace of distribution.
In the course of globalization, the booming of internal FTAs has enabled trade facilitation among the nations. More recently, with the advent of new generation FTAs which widens the volume and degree of trade liberalization and the distances between the member States, the proportion of North-South and East-West transport routes will increase. If the competitive edge of local production is simply used to determine the benefits or losses of the nation when it becomes an FTA signatory, transport efficiency as a core component also has a very important role in determining their gains or losses. Experience indicates that even when a country has a comparative advantage in a specific type of goods compared to another country, and has no significant trade barriers, geographic disadvantages and ocean shipping may prevent international trade from achieving the expected efficiency in a win-win scenario. 
The dilemma lies in the fact that, by OECD estimates (2016), developing countries in Africa and Asia have to pay 40-70% more cost for the international transportation of their goods than the average cost of developed nations, even when freight charges seem to have gone down globally. The proportion of freight charge (mostly in ocean shipping) in the import goods value in the developing world is also substantially higher than that of developed countries. The main reason is the trade imbalance between the regions, poor performance of seaports and ability to connect maritime transport services. This imbalance may only be solved through more investment and reforms in both trade and maritime transport systems, seaports, adjacent traffic and customs procedures to increase the performance of marine terminals. 

Figure 7. Comparing freight charges as a percentage (%) of the total goods value in different regions around the world 
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According to a MarketLine report (2017), the global transport sector is expected to create revenue of about USD4,000 billion in 2017, with America accounting for more than 42% of the market share. The transport sector of North America rose from a 0% growth rate in 2007-2011 to 3% in 2011-2016, passing the USD1,200 billion mark in 2016. Transport in South America grew by over 8% in 2011-2016, for a net worth of USD282 billion. In Europe, the transport sector declined by 4% in 2007-2011 from implications of the global economic downturn, but returned on track with a 7% growth in 2011-2016. 
The recovery of the world trade plays a crucial role for transport and logistics as a whole. The list of mainstream trade routes expanded strongly (by over 5%) in 2016 and over the last decade, comprising of Vietnam-USA on the top spot, followed by Uruguay-EU, Qatar-USA, Turkey-USA, United Arab Emirates-USA, Algeria-EU, Nigeria-EU, and Bangladesh-EU.
 Available types of cargo transport include road, sea, air, railroad and multimodal transport
.
Road transport: Road transport and road logistics assume the largest market share in the global transport market, accounting for more than 74% in value. MarketLine estimates that global road transport grew by 27% in 2010-2015. America accounted for 56% of the world’s road transport sector. Road transport is characterized by the segmentation and easier market entry than other modes of transport.
Sea transport: The global sea transport market is expected to pass the 730 million TEUs mark by 2017.
A higher proportion of container use in sea shipping allows companies to cut transportation costs significantly, thus promoting global trade. Activities in the marine logistics market are bolstered by the increase of trade, investment in infrastructure such as bridges, ports, terminals, higher frequency of global marine transport and transport networks. This subsector will also grow given the increasing demand for mineral oil and natural gas in Asia, spurring the growth of liquid and gaseous products transportation. In marine transport, the largest current routes are the ones connecting USA ports and destinations in China. EU-China sea freight charges have gone down by 4.8%. Other routes include EU-Morocco (25.9% growth), with the highest growth rate among the ten routes, followed by USA-Mexico (12.1% growth), EU-Arab Saudi (12.1% growth), and USA-Brazil (11.7% growth). Of the 25 fastest growing routes, growth is mostly backed by higher cereal outputs, with several outstanding exceptions. 
Over many years, the global marine transport growth has been underpinned by the activities on the main East-West trans-Pacific route and the Asia-Europe trade route, reflecting in part the momentum from USA’s commercial activities. Nevertheless, statistics indicate that marine container cargo transport within the region and between South-South countries still accounts for 40%, whereas the North-South route only represents 13%.
Air transport: The global air cargo transport market saw a slower growth in 2013-2016 compared to 2007-2011. That said, estimates of the International Air Transport Association (IATA) for 2017 reveal that revenue of the global air transport sector was USD743 billion, the highest in the last six years. Earnings of this subsector will be about USD31.7 billion. 

For air cargo transport alone, the 2017 revenue is estimated at about USD50 billion, still lower than the average UD40 billion achieved in the first five years of the decade.
The most active air transport routes connect EU or USA to emerging markets like China, United Arab Emirates, India, Mexico, Turkey, Arab Saudi and South Africa. The EU-India is likely to grow by a double-digit rate (10.5%), followed by EU-Mexico (7.6%). For all other top 10 routes, the expected growth rate will be lower, e.g. EU-Brazil with a 6.7% deficit, and USA-Brazil with an 11.6% slump. Eight fastest growing EU-sourced air transport routes include EU-Vietnam (37.2% growth), EU-Pakistan (31.0% growth), EU-Colombia (18.7% growth), EU-Oman (14.4% growth), and EU-India (10.5% growth).
Air cargo transport from EU to emerging markets dropped by 1.8% in 2016, while from USA to the same markets declined by about 6.3%. 
Railroad: World rail transport grew by about 8% during 2011-2016, and amounts to approximately USD390 billion in 2017. Rail logistics is anticipated to grow by an annual average of 3.58% during 2017-2021.
Rail freight transport has a competitive edge by being 4.5-6 times more fuel efficient than trucking and having a smaller carbon footprint. Furthermore, countries may feel the need for rail transport development to help reduce congestion in road transport, as on average, a rail freight trip may replace 45-50 heavy trucks on the road.
The compensate for the major weakness of rail transport in terms of flexibility in cargo delivery, logistics companies are working hard to promote multimodal transport, combining railroad with other modes of transport.
- Multimodal transport: Multimodal freight transport has been forecast to be the fastest growing segment, gaining nearly 5% during 2017-2021, owing to cost-effective solutions and the ability to transport complex merchandise. The demand for multimodal transport has provided logistics companies with the momentum to invest in intermodal technologies to achieve better efficiency. For example, the Canadian national railroad industry informed to invest USD250 million for the development of a multimodal transport and logistics center based out of Milton, Ontario. In addition, CSX, US-based transport company providing logistics solutions, has been developing tracking systems to help owners to monitor multimodal containers all the way from departure to destination.
4.4. Geographic regions
The growth of global logistics markets has a firsthand correlation with the development of existing international trade flows and global economic environment. Asia Pacific and North America are attractive markets for logistics, especially contract-based services such as third party logistics. On the list of the top 10 premier gateways are Shanghai, Stockholm, Sydney, Shenzhen, Oakland and Los Angeles.
By estimates of the statistical website www.statista.com (2017), Asia Pacific now has the largest 3PL market share, at 38.02%, while North America (US and Canada) take up 24.9% and Europe has 21.48%. 
Figure 8. Size of 3PL markets by geographic regions, 2016 (billion USD)
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Source: www.statista.com (2017)
Major logistics markets in different regions include: 

Asia Pacific 
This region currently has the largest share (about 38% of the total global logistics realizable market value) and is forecast to have the fastest growth rate in the near future. In this region, the logistics markets in such countries as China, Singapore, India, Indonesia, Malaysia and Japan have the greatest potentials for profitability in recent years. Emerging markets are becoming increasingly important owing to trade expansion. The high rate of GDP growth in this region is expected to spur logistics markets even more. Singapore has stood out as a dynamic but also the most expensive logistic market in the world, followed by Hong Kong, Tokyo and London. 
The shift of logistics power balance in Asia Pacific may be seen most clearly with the land-side “Silk road economic belt” and “21st century maritime silk road”, which constitute China’s “Belt-and-Road” initiative. In October 2015, China acquired a 99-year lease of Darwin port, a major seaport in North Australia, also known as the “Asia gateway”. China also acquired the right to use Greece’s largest port Piraeus while continuing its approach to other major ports around the world. Aggressive investments in maritime transport help China to take control of the world’s vital maritime routes over time, giving Chinese goods the competitive edge for trade and transport.
Europe
The European logistics services market currently accounts for about 21.4% of the global market, with Germany still in the lead in the logistics sector, while other nations like UK and France also contributing significantly to the logistics market development. Europe is recovering from the economic recession, as logistics companies make major investments to improve infrastructure in many countries. Within EU, revenue from logistics contributes 10% of GDP. Transport expenses have the largest share in logistics costs. Logistics costs, in turn, take up about 10%-15% of the final product cost price. EU now has about a 19% share of the total global export value. Six out of ten world largest logistics services providers are based in EU. The logistics industry is creating about 11 million jobs in EU. 
	Box 2. The impact of Brexit on logistics activities in Europe
UK leaving the European Union (Brexit) is anticipated to have specific implications to the logistics sector.
Trade: EU is the destination for 44% of the United Kingdom’s exports, hence Brexit is likely to have massive impact on UK’s GDP and logistics revenue in particular. Road transport demand may slump when exports to EU declines. Furthermore, UK may need to negotiate trade agreements with non-EU countries, where transport may not take place on roads. By and large, different modes of transport, logistics, payment, among others, will all need to change.
Border control: Even if there is no shortfall of trucks shuttling between UK and EU, businesses in the logistics industry will still have to face stricter control. This will slow down the business flow, which takes toll on productivity and profitability. 
Drivers: EU citizens working in UK will go down in numbers after Brexit, leading to a significant fall in the overall number of active drivers.
Legal concerns: The regulatory framework for transport and logistics will change when UK leaves EU, resulting in major changes in the industry. 
Costs: Brexit may potentially cause logistics companies’ operating costs to rise. Tariff and dues may increase, putting the pressure on third-party transport companies in terms of efficiency and profit margin. Besides that, fuel price is also a concern since a weaker British Pound may push the fuel cost in UK up. 


America
 The American continent’s logistics market was valued at USD236.8 billion in 2016, equivalent to about 29.5% of the entire global market, of which North America was worth USD199.6 billion, or 24.1% and will be expanding in the years to come. In US, 3PL logistics services were valued at USD166.8 billion in 2016, and are expected to achieve USD172.5 billion in 2017. Logistics costs in US rose by about 2.6% during 2009-2016, and were measured at USD1,392.64 billion in 2016, or 7.5% of the country’s GDP. A breakdown of this figure shows that transport accounts for about 64.2%, warehousing 29.4%, and the remaining going to other logistics expenses
. The 3PL logistics market in US grew by 8.1% during 2009-2014, before stalling and gained USD166.8 billion in 2016, but came back strongly in 2017 owing to the recovery of demand for door-to-door combo services, in lieu of stand-alone logistics services (transport only, or warehousing and forwarding). Increasing labor costs are providing the momentum for technological innovations to raise the automation rate, leading to robust changes in the US logistics industry. Technology also provides small and medium-sized companies easier access to the market, even though 20 largest logistics outfits are dominating with about 58% of the US total logistics revenue. 
The Latin America market current has a very modest share (4.4%) of the global 3PL market, but is anticipated to have much room for growth, as Brazil and Argentina are expected to emerge as potential markets in the future, given their increasing trade relationships with other developing countries.
Middle East and North Africa
As the Middle East and North Africa (MENA
) countries look to diversify economic activities, transport and to a wider extent, the whole logistics sector, have been identified as the pillars for development in the region’s future. WTO data reveal the following composition of MENA countries’ trade partners: Asia (55% of gross exports and imports), followed by Europe (31%) and North America (8%). Latin America takes up the remaining 6%.
MENA countries are also on the forefront in maritime and air trade routes with United Arab Emirates and Arab Saudi. While this region has a multifarious network of air, sea and land transport network, in fact, it still relies very much on sea transport. The region has a total 134 seaports, handling in total 48.3 million TEUs of the container volume. In this region, the group of countries in the Gulf Cooperation Council (GCC) has 41 gateways (35 main ports) and 68% of port volume in MENA. In addition to maritime transport, the region has 114 international and domestic airports, including 43 GCC airports.
The Middle East is also a fuel supply outlet for airlines flying between Europe and Asia in many years. GCC has been building more advanced warehouses and modern transport infrastructure, and developing commercial hubs, through an ‘open airspace’ policy, simpler customs procedures and strengthened anti-corruption enforcement to promote a non-oil economy. Most notably, more and more manufacturers have been establishing distribution facilities in such centers as Jebel Ali Free in Dubai. Dubai owns well-established and state-of-the-art facilities, including duty free trade zones and marine terminals that are among the most important ports in the world.
In this region, United Arab Emirates and Arab Saudi are the most attractive destinations for international investment in logistics. Thirty four free trade zones, offering corporate tax breaks and full ownership, coupled with limitless repatriation, make United Arab Emirates an engaging business environment for manufacturers and logistics service providers.
4.5. Competition on the international logistics market
Competition on the international logistics market is getting increasingly intense. The world’s top logistics service providers now include:
· DB Schenker

· Deutsche Post DHL Group

· Kuehne + Nagel

· DSV

· C.H. Robinson
· Rhenus

· Agility

· Allcargo Logistics

· APL Logistics

· BDP International

· Ceva Logistics

· Damco

· Expeditors

· FedEx Supply Chain

· Gati

· Hitachi Transport System

· Hub Group

· Hyundai Glovis

· Imperial Logistics

· J.B. Hunt
· Kerry Logistics

· Logwin
· Menlo Worldwide Logistics

· Mitsubishi Logistics

· NFI

· Nippon Express

· Panalpina

· Ryder
· Sankyu

· Sinotrans

· SNCF

· UPS

· Werner Enterprises

· Wincanton

In this groups, the logistics ‘big four’ - Ceva Logistics, Deutsche Post DHL, FedEx and UPS, are holding as much as 15% of the total global market share. Major corporations are investing to expand operations and applying new technologies to bolster their leading positions. That said, the market will be seeing increasing competition across all segments. 

Table 2. Revenue of the world’s top 10 3PL service providers
 
	Ranking
	3PL service provider
	2016 revenue (million USD)

	1
	DHL Supply Chain & Global Forwarding
	26,105

	2
	Kuehne + Nagel
	20,294

	3
	Nippon Express
	16,976

	4
	DB Schenker
	16,746

	5
	C.H. Robinson
	13,144

	6
	DSV
	10,073

	7
	XPO Logistics
	8,638

	8
	Sinotrans
	7,046

	9
	GEODIS
	6,830

	10
	UPS Supply Chain Solutions
	6,793


Source: www.logisticsmgmt.com 
5. Logistics development trend 

5.1. Overall trajectory
- Market size: The global logistics market is projected to grow by an annual average of 6.54% during 2017-2020, reaching USD15,500 billion by 2024, almost double the USD8,200 billion in 2016.
- E-commerce has and will be a key guiding factor for the global logistics growth going forward. While taking up just over 5% of the whole market revenue at present, with a growth rate consistently higher than the entire global logistics industry average, e-commerce is expected to account for about 7.2%-7.5% of the gross logistics revenue of the world by 2020 (Armstrong & Associates, 2017). 
- All in all, the global logistics sector will shift its center of gravity to developing markets in Asia, along with the relocation of manufacturing facilities and vibrant development of Asian retail markets. 

- While M&A deals will play an essential role in the early stage, helping to scale down in part market segmentation, in the long run, investment in technology and humans are the real determinants of the global logistics sustainable development. Experience indicates that shipping companies are facing capacity redundancy, amid rising fuel prices and decreasing maritime transport revenue, prompting many major players in the industry to follow the path of joining forces in alliances and partnerships to alleviate price wars. Road carriers also tend to join in the pattern of merger and acquisition of smaller trucking companies to reduce segmentation in this subsector.
- Environment-friendly supply and logistics chains (green logistics) are emerging as an irreversible trend as the world is facing increasing pollution and depleting natural resources, leading to higher logistics costs and climate change. In support of this approach, many major corporations around the world are making strong efforts developing environment-friendly supply chains and logistics solutions. For example, US largest retail group Walmart now demands that suppliers report on their uses of ten hazardous chemicals in production, stock-keeping, storage and transport of their products. HP computer giant requests that suppliers cut their footprint by 20% in relation to production and transport. Fujitsu (Japan) adopts a “green procurement” policy in the group’s entire supply chain, which includes also its business partners.
	Box 3. Ten global reference trends of supply and logistics chains by 2020
1. Global supply chains will benefit from digitalization.
 2. Supply chains will rely on artificial intelligence and advanced analyses in forecasting, planning and execution. 
3. Manufacturing supply chains will be using B2B trade networks as the main tool to handle demand, supplies, services and new product development.
4. Supply chains will be actively utilizing supply chain control towers, along with the extensive use of comprehensive business plans.
5. Manufacturing supply chains will be able to meet the requirements for door-to-door delivery services.
6. Manufacturing supply chains will be applying cloud computing in completing supply chains, to reduce complexity, and increase the speed and publicity of the chains.
7. Major businesses will be shifting to advanced purchasing processes, depending on their capabilities.
8. The use of internet-of-things sensors to share information will increase the capacity of manufacturing supply chains by 30%.
9. Manufacturers will benefit from the integration of supply chains, plant operation and product/service management.
10. The power of technology will emerge as an instrumental factor to create values for manufacturing supply chains.
Source: Adaptation by the report team.


5.2. Logistics trends in Industry 4.0
The Industrial Revolution 4.0, with breakthroughs in artificial intelligence and integration of artificial intelligence with Internet-of-things (IoT) networking and modernizing tools, is beginning to bring a facelift to the entire warehousing and merchandise distribution landscape all over the world, with an estimated 5.5 million new devices connected every day. 

In the logistics world, this revolution will be increasing expanding, connecting also non-traditional equipment such as pallets, mobile cranes, and even trailer trucks to the Internet. All international logistics firms are expected to apply IoT technology. In the next three years, IoT will become popular in the logistics field.
World logistics companies are rapidly renovating technology to catch up with this trend, and improve their profit margin in the near future, by adopting automated and advanced instruments, such as: 

- Robots to help save energy consumption and unskilled labor cost significantly; New robot application projects will soon be applied to modern warehousing business.
- Automated guided vehicles (AGVs) will be able to execute orders, top up stock supply and effectively meet the needs here. 

- Smart lift trucks will be able to transmit information on every activity of the vehicle to the user to provide optimal safety, and train new users. Smart sensors allow vehicles to know when they are going to collide with the surrounding, or have engine breakdowns, or be overloaded, and automatically generate damage reports where needed.
- Monitoring, positioning, navigating and observation devices using Wi-Fi and Bluetooth technology. The Android-based Co-pilot application on smartphones may be used in international logistics activities. Mapping and direction routing will be used, enabling direction change through real-time tracking of transport vehicles. Use of supporting algorithms will assist drivers.
- Online barcode scanning will be used in warehouse management. For example, the logistics software Scandit is one of the foremost online logistics tools on smartphones used in international logistics and supply chain management. This is an advanced barcode scanning machine capable of extensive barcode scanning for smart warehouse management. Unlike other scanners, the Scandit scanning machine does not have to be perfect in data processing, as this stringent scanning system can easily access a barcode. Scandit is also a platform allowing easy data sharing with other online networks.
- Optimizing inventory through cloud computing solution. Devices will have access restriction systems operating out of store outlets to minimize costs while optimizing the availability of high profit merchandise. This is a much desired logistics tool that can help managers to forecast and make stocktaking and budgetary plans from available resources. Most logistics service providers prefer integrating this application for automated purchasing and adding other procedures also to improve profitability (e.g. the Easy stock smartphone app).
- Applications for day-to-day employee management in logistics: Android-based Web fleet app: The Android-based Web fleet app is a useful mobile application for the day-to-day labor force control. This application can be accessed through a web browser, and logistics professionals may be able to manage business activities on a real-time basis from their smartphones or laptops anywhere, and monitor day-to-day routines on a 24/7 basis to guarantee workforce reliability and performance.
- Integration of service agreements, order management and customer relations in online logistics: Applications combining and integrating service agreements, work order management, workforce optimization, customer monitoring and social media communication; Applications for development of service delivery and end-to-end relationships between you and customers, helping you to assess the service quality and customers’ reactions to the services offered; Feedbacks are shared on social media like Twitter by service users, helping you to measure the performance of your companies, and pointing to areas that need improvement.
- Web-based traffic management systems with the add-on Cerasis Rater application allow handling of consignments in road transportation: Less Than Truckload (LTL), Small Packages, Parcels, Intermodal, and Full Truckload (FTL). Cerasis Rater removes manual booking and provides many automation and performance benefits.
- 24/7 consignment handling through a web-based portal. 
CHAPTER II 
LOGISTICS INFRASTRUCTURE
___________________________________________________________________________

1. Transport infrastructure

1.1. Road
Road transport infrastructure has substantially improved over the past year, as a total of 13 freeways and 146 main highways are available, with a total length of 23,816 km across the country, most of them asphalt concrete roads. There are also 998 provincial roads with a total length of 27,176 km, 8,680 district roads (57,294 km), 61,402 commune roads, 23,495 urban roads, and 168,888 rural roads. These are coupled with 2,476 specialized roads for a total length of 2,476 km.
Table 3. Road transport infrastructure
	No.
	Road type
	Total number of routes
	Total length (km)
	Classification by roadway construct (km)

	
	
	
	
	Cement concrete
	Asphalt concrete
 
	Macadam
	Improved road
	Dirt
	Others

	1
	Freeway
	13
	
	
	745
	
	
	
	

	2
	Highway
	146 (main routes)
	23,816
	970
	14,586
	6,585
	333
	80
	1,262

	3
	Provincial roads
	998
	27,176
	3,143
	8,530
	13,647
	1,687
	730
	430

	4
	District roads
	8,680
	57,294
	9,308
	7,532
	24,455
	8,041
	10,506
	530

	5
	Commune roads
	61,402
	173,294
	66,949
	5,086
	18,420
	28,466
	53,268
	4,835

	6
	Urban roads
	23,495
	27,910
	5,480
	30,598
	5,519
	2,109
	1,497
	174

	7
	Other rural roads
	168,888
	256,377
	94,500
	10,585
	12,113
	36,152
	100,647
	6,633

	8
	Specialized roads
	2,476
	8,528
	878
	5,945
	894
	2,676
	1,541
	150


Source: Ministry of Transport (2017)

1.2. Railroad
a) The existing national railroad system consists of:
- Total railroad length: 3,161 km (including 2,646 km of main routes and 515 km of in-station roads and feeder roads).
- Size of stations and station garage: 2,029,837 m2.
- Size of station store space: 1,316,175 m2.
- Average design speed for bridges and roads on existing routes:
Table 4. Railroad routes (km/h)
	Route
	2014
	2015
	2016
	2017

	Hanoi - Ho Chi Minh City
	75.60
	 76.35
	76.47 
	76.54 

	Yen Vien - Lao Cai
	52.40
	 54.37
	 61.14
	 61.14

	Hanoi - Dong Dang
	53.90
	 59.94
	 59.94
	59.94 

	Gia Lam - Haiphong
	68.80
	 69.80
	 69.99
	 70.59

	Dong Anh - Quan Trieu
	66.17
	 74.90
	 74.90
	 74.90


Source: Ministry of Transport (2017)
- Allowable load on existing routes:
Table 5. Allowable load on existing railroad routes
	 Route
	Load (tons per meter)

	Hanoi - Ho Chi Minh City 
	- Hanoi - Da Nang: 4.2

- Da Nang - Saigon: 3.6

	Yen Vien - Lao Cai
	 4.2

	Hanoi - Dong Dang
	- 1-m track gauge: 4.2

- 1,435-m track gauge: 6.0

	Gia Lam - Haiphong
	 4.2

	Dong Anh - Quan Trieu
	- 1-m track gauge: 4.2

- 1.435-m track gauge: 6.0


Source: Ministry of Transport (2017)
There are now only very few feeder roads linking with ports and industrial parks, including Ninh Binh port, Vat Cach port, Haiphong port, Lao Cai apatite mine, Lao Cai ICD port and Viet Tri port. On the national railroad system, there are more than 50 sites with a feeder road connecting factories and mines carrying various goods serving these areas, providing the underpinning infrastructure for freight and logistics operations.

After many years of inactivity, lack of maintenance and for many other reasons, many feeder routes connecting to seaports and river docks such as Cua Lo, Tien Sa, Quy Nhon, Ba Ngoi and Saigon have been ripped apart and not yet rehabilitated.
b) Zoning 

The Master plan for the rail transport sector in Vietnam by 2020 and vision by 2030, approved by the Prime Minister in Decision No. 1468/QĐ-TTg, Aug. 24, 2015, which includes the zoning plan for railroad relating to logistics activities by 2025, establishes details as follows.
+ Development approach:
Boosting multimodal transport, logistics services and supporting facilities for freight carriage; linking rail transport with non-rail transport business at stations to facilitate as much as possible passenger and freight transport.
+ Development goal: 

To set in place necessary conditions for the formation of a well-functioning railroad network over time, connecting socioeconomic hubs and key economic zones across the country, and in combination with other modes of transport; participate in public transport in urban areas and major cities; provide seamless, rapid, safe and competitive urban/peri-urban, intraregional and long-haul rail transport services, meeting domestic needs, facilitating international networking and safeguarding national defense and security interests.
- Infrastructure development planning:
+ By 2020:
Considering the installment of some new railroad routes connecting with marine terminals, industrial parks and major economic zones.
+ By 2030:
Considering the installment of railroad routes connecting with marine terminals, industrial parks, major economic zones and tourist attractions: Dieu Tri - Nhon Hoi, Vung Ang - Mu Gia, connecting with Laos railroads; My Thuy port - Dong Ha - Lao Bao; railroads leading to Huong Canh ICG port (Vinh Phuc); Nam Dinh - Thinh Long and Ninh Co economic zone; access railroads to North Central ports (Nghi Son, reactivating the railroad route to Cua Lo port); railroad to Middle Central ports (Chan May, Lien Chieu and Dung Quat); railroads to South Central ports (Quy Nhon, Phan Thiet, and reactivating the railroad from Nga Ba station to Ba Ngoi station).
Table 6. Logistics-related railroad zoning
	No.
	Project
	Length (km)
	Track gauge (mm)
	Investment scale
	Development stage
	Estimated cost

	
	
	
	
	
	By 2020
	2020-2020
	After 2030
	

	Newly built railroads connecting ports, industrial parks, economic zones and mines

	1
	Northern ports:
	 
	 
	 
	 
	 
	 
	 

	-
	Lach Huyen and Dinh Vu ports
	39.7
	1,435
	 
	X
	X
	 
	Public-private partnership

	-
	Huong Canh ICD port (Vinh Phuc)
	5.0
	1,000
	Single-track railway
	 
	X
	X
	Public-private partnership

	2
	North Central ports: Nghi Son, reactivating the railroad to Cua Lo port
	30.0
	1,000
	Single-track railway
	 
	X
	X
	Public-private partnership

	3
	Middle Central ports: Chan May, Lien Chieu, Dung Quat, etc.
	30.0
	1,000
	Single-track railway
	 
	X
	X
	Public-private partnership

	4
	South Central ports: Quy Nhon (Nhon Hoi - Nhon Binh), Van Phong, Phan Thiet; reactivating the railroad from Nga Ba station to Cam Ranh port (former Ba Ngoi port)
	55.0
	1,000
	Single-track railway
	 
	X
	X
	Public-private partnership


Source: Ministry of Transport (2017)

1.3. Maritime routes
Rolling out Decision No. 1841/QĐ-BGTVT, June 26, 2017, of the Minister of Transport, enacting the Action plan for the Prime Minister’s Decision No. 200/QĐ-TTg, Feb. 14, 2017, endorsing the Action plan for enhancement of logistics competitiveness and development in Vietnam by 2025, on July 1, 2017, the Director of the Vietnam Maritime Administration released Decision No. 1048/QĐ-CHHVN, approving the Action plan for Decision No. 1841/QĐ-BGTVT, June 26, 2017, of the Minister of Transport.

Details on the existing maritime transport infrastructure system:
a) Marine terminal and port system
There are 44 seaports in Vietnam, including 14 Category I and IA ports, 17 Category II ports, and 13 Category III distant-sea oil docks. There are in total 254 wharfs, 59.4 km of wharf length, and a gross design capacity of about 500 million tons a year.
The existing seaport system in Vietnam can basically meet the current need for carriage of goods by sea, making positive contributions to the socioeconomic development of coastal areas and the country as a whole, creating the momentum for related economic sectors and industries to jointly grow.
Existing seaports are mostly developed and run by both state-owned enterprises and the private sector. Only a few ports and terminals were developed using the state budget, with the Vietnam Maritime Authority acting as the agency representing the government signing off the concession lease for: Cai Lan wharf (pier 5, 6 and 7), Cai Mep ODA container terminal, Thi Vai international versatile terminal and An Thoi - Kien Giang dock. Through this leasing scheme, the funds received by the government will go back to fund the development of the seaport infrastructure system. Joint ventures have been formed with major international port operators and shipping companies to develop terminals in Quang Ninh, Lach Huyen, Cai Mep Thi Vai and Ho Chi Minh City.
b) Maritime routes
Vietnam now has 42 active public maritime routes accessing national ports for a total length of 935.9 km, and 10 routes to specialized ports. Key routes include: Hon Gai, Haiphong, Nghi Son, Da Nang, Quy Nhon, Saigon Vung Tau, Cai Mep - Thi Vai, and Hau River via Dinh An estuary. The longest route is the Dinh An - Can Tho, with about 130.6 km, and the shortest route is 0.65 km in length to Sa Dec dock in Dong Thap province (measured from the Tien River T-junction). 

The route allowing large tonnage sea vessels entering Hau River (via Tat canal) has a total length of 46.5 km and is being expressly completed to be put into operation, accommodating 10,000 DWT full-load ships and 20,000 DWT partial-load vessels going directly to Mekong River Delta docks.
c) Ocean vessel acceptance ability
+ Many versatile port and container terminals of seaports, including Quang Ninh, Haiphong, Nghi Son - Thanh Hoa, Vung Ang, Da Nang, Dung Quat - Quang Ngai, Quy Nhon, and Ho Chi Minh City, are also capable of taking 30,000 DWT vessels and larger one, up to 85,000 DWT partial-load ships.
+ Vung Ang specialized wharf of Formosa is able to dock bulk cargo ships of up to 200,000 DWT tonnage, and the wharf of Vinh Tan thermal power plant is designed for 150,000 DWT ships.
+ Currently at Haiphong seaport, development is underway for the gateway international wharf at Lach Huyen, expected to be in operation by the end of 2017, with two startup docks, 750 meters in length, taking on ships of up to 100,000 DWT. 
+ The Cai Mep area can take 80,000 - 100,000 DWT vessels (the CMIT terminal has in fact successfully taken 198,000 DWT vessels). In recent years, insufficient cargo feeds have reduced container terminals in this area to an idling mode or full stop of operation. Vietnam Maritime Authority (VMA) has suggested that relevant authorities set a minimum loading/unloading service fee level for the Cai Mep - Thi Vai area. Application of the minimum tariff has produced positive implications to the financial health of port businesses, helping them to get on their feet, thus keeping jobs and maintaining stable income for employees, as well as contributing more to the local budget. 
d) Freight volume going through seaports
+ The volume of merchandise going through the seaport system grows steadily by an annual average of about 9%, with 2016 volume 1.5 times higher than that of 2010. The total throughput at Vietnamese ports in 2016 was 495.8 million tons (a 7% growth from 2015). Container throughput was 12 million TEUs (a 13% growth from 2015), which was 104.1% of the approved plan.
+ Seaport throughput is not distributed equally among different port complexes and terminals in a same complex, concentrating in the first complex (32%) and 5th complex (44%), as the four remaining complexes only account for 25%. In the first complex, throughput concentrates in Haiphong. In the 5th complex, the Cai Lai - Ho Chi Minh area has the largest throughput in the whole country, at about 121 million tons, or 26% of port throughput.
+ In the first nine months of 2017, port throughput in the Vietnamese seaport system was an estimated 384.5 million tons, an 11% YoY growth, of which container throughput was 10.5 million TEUs, 11% more than the same period of 2016.

1.4. Inland waterways
Vietnam has 45 national inland waterway routes, with a total length of about 7,075 km, including 17 routes in the North, 18 in the South and 10 in the Central. These are lifeline transport routes connecting economic hubs and major industrial parks on domestic regions and the whole country. The governance jurisdiction for each route is provided in Circular No. 46/2016/TT-BGTVT, Dec. 29, 2016, of the Ministry of Transport.
Signaling systems on these routes consist of: 12,539 signal posts, 18,458 signal boards, 3,070 signal buoys and 9,153 signal lamps.
Existing bridges built over these routes: There are 251 out of a total 532 bridges and cross-river structures on these national inland waterway routes with a clearance below smaller than the approved specifications.
a) North Vietnam
Waterway routes in North Vietnam are mostly located on the Red River, Duong River, Thai Binh River and Luoc River. The fluvial transport network here connects the Red River Delta with seaport complexes in Haiphong and Quang Ninh, and Northern midland and upland provinces via Lo River. Additionally, Quang Ninh is also the entry point of the North-South river-and-sea transport route to share the burden for road traffic.
North Vietnam now is home to 17 national inland waterway routes, with a total length of 2,715.4 km. A few routes that are fairly short and overlap with other routes are integrated with 10 other longer vital routes criss-crossing the entire region.
b) Central Vietnam
Inland waterway routes in this part of the country are mostly independent or provincial routes (spanning from Thanh Hoa province to Quang Nam province). River routes are often steep, going all the way from sea openings deeply inland to remote local districts. 

Every year in monsoon seasons, these areas are often severely affected by arroyos floods and flash floods, as the river water level rises very quickly and the torrents are very strong, but the water also goes down very quickly afterwards (sometimes just a few days after a flood). Navigable waters for sea and river vessels are mostly located in areas from Highway No. 1 northward. Some provinces have river routes that can accommodate waterway traffic deeply inland.
c) South Vietnam
National inland waterway routes in this area under the central management are 3,186.3 km in length. A high density river and canal network flows through most of the major economic hubs, urban areas and industrial parks, connecting river docks and seaports, before pouring to the sea via multiple estuaries, providing convenient waterway transport axes.
Waterway traffic is very busy in the Southern plain. Waterway transport accounts for 65%-70% of tonnage and 70%-75% of tons per km of freight transport in the entire region every year. 

The river network in South Vietnam is constituted by two main river systems - the Dong Nai River system and Mekong River system. These two river systems connect with one another by heavy-traffic canals, including Cho Gao canal, Lap Vo - Sa Dec canal, Hong Ngu canal, Tan Chau canal and Vinh Te canal.
After many years in use, main transport routes have taken shape in South Vietnam, including the two routes connecting the South China Sea past Vietnam to Cambodia and Thailand.
+ The Tien River route connecting Cua Tieu to the Cambodian border; and
+ The Hau River route connecting Dinh An estuary to the Cambodian border. 


Waterway transport routes remain hierarchically unequal, and have not been dredged and expanded for a long time, negatively affecting the performance of inland waterway transport. Some routes are often too shallow to navigate in dry seasons, including Hanoi - Son Tay - Viet Tri, Phi Liet River (Haiphong), inner city canals in Haiphong, and Day River routes.

Informal extraction of natural resources (sand and gravel) on the rivers causes the flows to divert and bank erosion, resulting in sandbars and causing traffic congestion, e.g. on the Lo River (Phu Tho) route and Red River route (Hanoi and Hung Yen). 

d) Inland waters dock system 

Toward the end of August 2017, Vietnam has 277 wharfs and docks, including 220 docks on national inland waterway routes and 57 on local inland waterways.
In most inland waters docks, cargo and passenger transportation has been in a state of fragmentation and disintegration. Cargo throughputs at nodal docks only achieve 60-70% of the design capacity and are comprised of a wide variety of merchandise, including > 50% of bulk cargo, which is the most common type of good carried by waterway vehicles and also difficult to modernize in terms of loading and unloading. With the exception of a few specialized docks (for coal, cement and thermal power facilities), a majority of facilities and loading/unloading equipment in use at the docks are old and obsolete.
Very few inland docks are capable to handle containers. Multimodal transport and logistics arrangements at key docks are virtually non-existent. 
Wharfs and docks in the Northern lowland area are all located on the riverside of levees, thus subject to flood relief delineation and dyke protective corridor restrictions, making it extremely hard for them to connect to the land-side road system.

1.6. Air transport
Vietnam now has 21 airports in operation, including: 

- 08 international airports - Noi Bai, Cat Bi, Da Nang, Cam Ranh, Phu Bai, Tan Son Nhat, Can Tho and Phu Quoc.
- 13 domestic airports - Dien Bien, Dong Hoi, Vinh, Phu Cat, Tuy Hoa, Pleiku, Chu Lai, Lien Phuong, Buon Ma Thuot, Ca Mau, Rach Gia, Con Dao and Tho Xuan.
Among the aforementioned airports, only four have an independent freight terminal. The remaining are without a freight terminal, as all freight is handled inside passenger terminals.
Table 7. Specifications of airports with a freight terminal
	No.
	Airport
	Province/ City
	Airport grade
	Passenger terminal capacity (million passengers per year)
	Freight terminal capacity (tons per year)

	1
	Noi Bai
	Hanoi
	4E
	21
	403,000

	2
	Da Nang
	Da Nang
	4E
	10
	18,000

	3
	Cam Ranh
	Khanh Hoa
	4E
	2,5
	2,500

	4
	Tan Son Nhat
	HCMC
	4E
	28
	495,000


Source: Ministry of Transport (2017)
Only major airports like Noi Bai and Tan Son Nhat now have logistics centers handling air transport needs. At Noi Bai, such logistics centers as ACVS and ALS are taking on the majority of export and import freight throughput by air, with a wide variety of commodities involved.
2. Logistics centers 

2.1. Current state
In the Action plan for enhancement of logistics competitiveness and development in Vietnam by 2025, place-making for logistics centers is not considered as a vital strategy, a core component of the logistics system that plays a very important role in the logistics chain and supply chain.
According to the European Association of Freight Villages, “logistics centers are compounds where everything relating to transport, logistics, and inland and international cargo distribution take place, involving different stakeholders”. In that sense, logistics center development will serve as a prerequisite and impetus for the growth of the entire logistics system, including hardware infrastructure, software infrastructure and human resources infrastructure.
Activity items in sections 26 - 28 of the Action plan, annexed to Decision 200/QĐ-TTg, particularly underscore the need for the creation of Grade I and II logistics centers in key economic hubs, and in alignment with the zoning plan for logistics centers per the Prime Minister’s Decision No. 1012/QĐ-TTg, July 3, 2015, on logistics center development across the country.
As a matter of fact, the formation and development of logistics centers depend in large part on (1) freight transport demand and export activities (LSUs), and (2) Infrastructure development policy of logistics companies (LSP). At present, most major cities and economic hubs in Vietnam, including Hanoi, Ho Chi Minh City, Da Nang, and several municipalities with high cross-border trade intensity with China such as Lang Son, Lao Cai and others, have and are developing their own place-making plans for logistics. Accordingly, logistics center development policies are following a “soft and open” place-making direction, reflecting the market demand and getting the most out of available resources of the economy.
It is imperative for zoning plans for logistics centers to secure access to “prime” land parcels located in strategic areas to make sure that these logistics centers operate as expected and deliver the following outcomes:
· Optimal reserves;
· Guaranteed customer service quality;
· Minimum time of freight throughput;
· Lower logistics costs;
· Guaranteed efficient transfer of freight via different modes;
· Optimal use of the domestic and international transport system.
In North Vietnam, Hanoi is in dire need for a number of standard airway logistics centers, equipped with advanced sorting and loading/unloading systems to meet the requirements of handling airfreight that fit the profile of: fast moving, high value, easily damaged goods and so on.
Freight congestions are commonplace and extremely severe in peak season, given the tight spaces of existing infrastructure and warehousing facilities, slow loading/unloading and sorting, use of manual loading/unloading, scanning and imaging equipment, unable to handle the expanding freight volume at airports. This freight congestion will repeat without infrastructure upgrade at Noi Bai airport and strategies for development of satellite airports (i.e. Cat Bi airport, Haiphong) to relieve the burden of export and import freight currently going mostly through Noi Bai airport. On the part of Cat Bi airport, a logistics center also needs to be integrated in the long-term logistics development strategy of Haiphong city. Located close to a seaport complex, a logistics center adapted to the model of Changi or Hong Kong airport will turn this area to a most vibrant freight management hub in North Vietnam.
The development process of logistics centers in Vietnam may take references from the logistics center models of a few advanced countries around the world, for example, the logistics center model of Japan (Figure below). As such, areas with varying roles can be designed to deliver the best of what they can do, while still ensuring interconnectivity (internal transport within the center, data connection, optimal use of shared resources and spaces, and so on). 
The positioning of these areas should be considered in ways that assure optimal movements and done in a serious and scientific manner (which is another weakness when it comes to logistics centers in Vietnam). That will help improve the overall performance of the entire logistics center.
Figure 9. Japan’s logistics center model
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With the growth of major multinational corporations in Vietnam, economists have anticipated that airway freight transport in Vietnam will grow by 14-15% a year. In truth, these corporations have been actively involved in local logistics infrastructure development to meet their own demand, for example, Samsung SDS bought equity in the ALS warehouse at Noi Bai airport - the freight warehouse being used by Korea Air for four freighter flights a day out of Hanoi. Samsung’s freight currently accounts for about 35% of the total freight throughput via Noi Bai airport.
The current regulatory system does not provide specific rules on the definitions, formative criteria, classification and investment requirements for airways logistics warehouses. In reality, as prompted by market demands, several extended logistics center models, mostly concentrated in major industrial parks have emerged.
Table 8. Extended air freight terminals in Vietnam
	No.
	Terminal
	Start year
	Location
	Total space (m2):
	Capacity (tons per month)
	Throughput handled (as of the end of March 2015, tons)

	1
	Extended air freight terminal ALS at My Dinh ICD
	2008
	My Dinh ICD, 17 Pham Hung, Tu Liem, Hanoi
	600
	350
	18.454

	2
	Extended ALS freight terminal in Yen Phong IP ALSB
	2009
	Yen Phong IP, Bac Ninh
	30.000
	6.000
	214.685

	3
	Extended ALS freight terminal in VSIP IP ALSE
	2013
	VSIP IP, Ba Ninh
	10.000
	3.000
	28.985

	4
	Extended ALS freight terminal in Yen Binh IP ALST
	2014
	Yen Binh IP, Thai Nguyen
	30.000
	6.500
	9.367

	
	TOTAL
	
	
	
	
	271.491


Source: EU-Mutrap ICB-42 report.
North Vietnam: 

The underpinning infrastructure for logistics center development in North Vietnam and the whole country is in a state of fragmentation, disintegration and self-sufficiency. In the Haiphong port complex, many CFS and bonded warehouses with sizes ranging between 3,000 m2 and 10,000 m2 are owned by small and medium-sized enterprises. It is common that businesses apply for a permit to set up a bonded warehouse and then apply for a CFS permit in the process. These bonded warehouse and CFSs are mostly built to handle this freight flow.
With growing investment in industrial parks in Hanoi area, mostly in electronic products, a concentrated logistics center model has taken shape in North Vietnam, e.g. Bac Ky at Tien Son IDC or Yusen in Dinh Vu, Haiphong. 

Tien Son ICD logistics center was built on a 10-hectare land parcel in Bac Ninh, in a strategic location capable of connecting with the most dynamic industrial parks in North Vietnam, i.e. in Hanoi, Bac Ninh, Thai Nguyen and Vinh Phuc, via national lifeline roads. The logistics center is linked with the sea terminal complex in Haiphong (via Highway No. 5) and Quang Ninh (via Highway No. 18), and is in a good position to facilitate 2-way container movement between the maritime terminals and Hanoi, and guarantee optimal multimodal freight transport service quality combined with ICDs (Inland Clearance Depot) and high quality logistics service systems. Importantly, Tien Son ICD logistics center is also in an ambitious plan to connect with the national railroad linking Tien Son with Southern China (via the Lim - Yen Vien - Lao Cai route and Lim - Yen Vien - Lim - Lang Son route), connecting with Cai Lan port (via the Lim - Yen Vien - Cai Lan route), and with South Vietnam (via the Lim - Yen Vien - Song Than route).
The master design shows 40,000 m2 of advanced Grade A storage space and 37,300 m2 of container yards managed by the advanced WMS (Warehouse Management System) and YMS (Yard Management System), capable of searching and tracking at 99.9% of accuracy. Bac Ky in the last eight years has been perfecting this model over time and launching itself as one of the most active logistics hubs in North Vietnam.
Yusen Dinh Vu logistics center was launched and put in operation in 2014 with a total land area of 100,000 m2, including a 12,000 m2 high quality storage space, a 1,800 m2 advanced office complex; container yards, vehicles parking lot and supporting structures, infrastructure, greenery, and so on, with a size of 87,000 m2. The center is being used as a cargo distribution hub for major Japanese manufacturers, including Fuji Xerox and Canon.
Central Vietnam - Da Nang area: 

In the national master plan for logistics development, a Grade I logistics center will be built in Da Nang city area by 2020, for a minimum size of 30 hectares, and expanded to over 70 hectares by 2030, covering mostly Da Nang and adjacent provinces, and connecting with ICDs and marine terminals (Da Nang, Ky Ha and Chan May), rail and truck stations, and industrial parks. A specialized airway logistics center will be installed at the Da Nang international airport or linked by convenient access roads directly to the airport, with a minimum size of 3-4 ha (stage I) and 7-8 ha (stage II). This is a project of priority by 2020. 

In reality, despite enjoying substantial favorable conditions for logistics development, Da Nang has not done a good job as a core economic hub in Central Vietnam, and the end point of the East-West Economic Corridor (EWEC) linking Myanmar, Laos, Thailand and Vietnam. 

While Da Nang now has a considerable number of businesses operating in the logistics sector, the generally poor capacity of these businesses will prevent them from meaningful competition with foreign firms stationed in the area. Logistics businesses in Da Nang often have narrow scope of activities, offer isolated services, and have no connections between different activities to form a seamless flow of services, lack the human resources capable of meeting industry demands, and experiences and specialty in logistics operations.
In early 2017, the Da Nang High tech park Authority granted an investment registration certificate for the Da Nang U&I Logistics Center, with U&I Logistics JS Co. (Binh Duong) as the developer. The project has a total registered capital of more than VND316 billion, or about USD14 million, to be carried out in two stages, located on nearly 6 hectares of land inside the logistics and hi-tech services zone. Once going live, the center will offer a variety of logistics services, including export and import forwarding, customs brokerage, road and inland waterway freight transport, direct supporting services for rail, road and waterway transport, bonded warehouse services, cold warehouse services and CFS services, among others. According to plan, stage 1 of the project will kick-off in Q3/2017 to be in operation from Q1/2018, while stage 2 will resume from Q1/2021 and be in operation from Q3/2021. With the advent of major projects such as the Da Nang U&I Logistics center and experienced developers including U&I Logistics JS Co., the logistics sector in Da Nang will have more opportunities for development.
South East Vietnam: 
This is a part of the country believed to host the most active and advanced logistics centers in Vietnam. In 2007, when the first developers came and build logistics centers in Vietnam, a number of major logistics hubs had taken shape, doing a good job of connecting supply chains, including some large scale complex projects like Mapple Tree in Binh Duong, Transimex hi-tech logistics center, Damco logistics center, YCH, among others.
The Transimex logistics center was built on 10 hectares of land, and is comprised of a bonded warehouse, tax suspended warehouse, CFS (container freight station) and depot systems, on 30,000 m2 of land; a 9,000 m2 cold warehouse, a 30,000 m2 container yard with a 5,000 TEUs capacity, with the rest being other necessary structures and facilities. This logistics center works as an inland container depot (ICD). The warehouses are equipped with 7-story store shelves, 24/7 CCTV systems and advanced management software systems allowing data extraction, enabling customers to know the real-time status of their merchandise. Added to that, the center also has qualified fire control systems to guarantee the ability to hold hi-tech products as required by customers. The Transimex logistics center is conveniently located near the 2nd beltway of Ho Chi Minh City, connecting HCMC with the Southern triangular hub of Dong Nai, Binh Duong and Ba Ria - Vung Tau, and linking with main seaports, including the Cat Lai terminal complex, Long Thanh - Dau Giay freeway and Long Thanh airport. The center has been focusing on package integrated logistics services and multimodal transport, combining road, waterway and airway to meet the needs for domestic distribution and export for businesses in the high tech park and others, including companies from nearby provinces like Binh Duong, Dong Nai and others.
Mapletree Binh Duong Logistics Park is an 86-ha logistics complex located inside the Vietnam - Singapore 2 industrial park in Binh Duong province, adjacent to HCMC. The project aims to meet the logistics and supply chain needs of manufacturers based in nearby industrial parks. It has spaces for storage and logistics purposes readily available for leases, customs posts, good security and independence. Besides, the complex also has structures and workshops designed and built as per customers’ requests. 

Damco, a provider of supply chain and forwarding management solutions, now has five forwarding terminals across the country, including a logistics center in Binh Duong on a 37,150 m² parcel of land and 141 storage floors with advanced infrastructure systems, providing multiple all-in-one forwarding solutions: CFSs (container freight stations), bonded warehouses, general cargo warehouses. With CFS facilities alone, Damco has a throughput capacity of one million m3 a year. Positioned in a strategic location in Binh Duong and only 30 km from HCMC, the center has connections with the road transport system, allowing easy access to Cat Lai and Cai Mep ports. Damco has also planned to link these infrastructure systems with the barge transport system to support road traffic. 

Yusen Logistics Binh Duong center was launched on Nov. 9, 2017, at No. 6, Tu Do Avenue, Vietnam - Singapore 1 industrial park, Thuan An, Binh Duong, built on a 12,000 m2 parcel of land, and consists of storage spaces, an office complex, container yard, transport vehicles and other supporting structures. This logistics center is expected to meet logistics, forwarding and warehousing needs of businesses investing in Binh Duong, HCMC and nearby provinces.
2.2. Gaps and challenges
Existing logistics centers were mostly developed in a fragmented and self-sustained fashion, based on the needs of specific groups of users and do not provide connectivity within the broader development strategy of the economy. Small scale infrastructure systems, simple equipment and technology, and lack of supporting technological solutions add to the description, especially logistics centers owned by the domestic private sector. 
Existing logistics centers are not interconnected based on market-wide needs analyses and the vantage points of individual logistics centers, with appropriate division of roles.
While various provinces and cities have started to develop and implement their own logistics zoning plans, completed and on-going projects do not sufficiently meet the needs of logistics businesses, or in other words, the master plan seems to not accurately reflect the development needs of the market so as to create a supporting framework and platform for investors. The land stock reserved for local logistics centers is scarce, in addition to uncoordinated infrastructure and poor connectivity among different modes of transport.
Existing active logistics centers are mostly operated by foreign LSPs, handling large orders of transnational corporations. In a sense, when it comes to merchandise distribution, management and coordination within logistics parks, Vietnamese businesses are losing the advantage of home ground, except for a few major established logistics firms, such as Gemadept, Transimex, Tan Cang and others, which can still hold some ground as a counterbalance with foreign companies in the same segment. Smaller LSPs mostly provide isolated, low added value solutions, and often fill in as subcontractors of various work items in the outsourcing logistics chain of foreign LSPs.
Domestic manufacturers are not fully aware of the vital role of logistics centers in optimizing their commercial activities, making it difficult for service providers to approach corporate customers and offer their services. On a parallel note, the local demand for a global product is still weak.
E-commerce is emerging as one of the most vibrant economic activities. This type of commerce goes hands in hands with logistics solutions designed for e-commerce, and can be most clearly characterized by the investment in internet-based technology in warehousing and work order distribution. Nevertheless, e-commerce order handling centers have not been embedded as part of logistics business operations, and instead are still part of the workflows of Vietnam Post Corporation and other postal and telecommunications companies. Isolating these logistics activities will both limit the capabilities of e-commerce order handling centers, and negate the momentum for development of traditional logistics centers amid the advancement of Industry 4.0.
3. Information technology infrastructure supporting logistics 

The information technology infrastructure in Vietnam has been significantly improved over recent years. Vietnam is now seen as a country with high telecommunication service coverage in the world. In 2017, the Ministry of Information and Communication granted licenses for provision of 4G mobile services for four network operators. These network operators have since moved quickly to install the infrastructure needed for full-fledge operations and develop broadband mobile communication to fast-track Internet of things application. General Statistics Office’s data indicate that toward the end of September 2017, fixed internet broadband coverage was estimated at 10.5 million users, a 19.5% YoY growth over 2016. Telephone subscribers were estimated at 120.4 million, including 113.2 million mobile users. In 2017, mobile communication has made a new move forward with service providers deploying 4G-LTE network services on the 1800 MHz band across the country. 

According to a VLA limited survey in 2017 on information technology (IT) infrastructure within the logistics community, participants’ feedbacks indicate that:
· Information technology has developed to a degree that helps diversify sales and distribution channels to provide better consumer’s convenience.
· The EDI method for sending and receiving information between logistics practitioners and customs offices is still unfamiliar and not as effective as expected. GPS-based positioning of vehicles has not achieved the optimal performance for road vehicles.
· IT infrastructure, despite its vital role, has not been given the level of awareness it deserves, and lacks connectivity, working applications and coordination.
· IT infrastructure has had some improvements but not as much as expected. 
· IT infrastructure may work fine at smaller scales but is not likely to catch up with the pace of e-commerce development.
A more in-depth VLA survey on IT systems application at some leading businesses in terms of using technology in commercial activities indicates that while businesses are aware of the importance of IT application in logistics, high investment costs are a barrier, leading to IT functions in businesses (forwarding management systems (FMS), transport management systems (TMS), warehouse management system (WMS), and resources management (ERP)) are still fragmented and uncoordinated, since they were developed based on the specific needs of unique business functions and provided by different solutions developers. Cloud computing is also very new to logistics service providers, and a majority of domestic IT systems are not developed enough to be able to connect to external IT systems, and guarantee the security level required for global service provision. 

There are still too few domestic professional logistics IT solution providers, which are also often small-sized businesses, and in fact, there are no established names, as the number of active businesses or those having offered practicable solutions is still even less than ten. While the startup wave has spread to logistics, startup businesses are still encountering huge capital and human resources challenges. Even logistics companies looking for technological solutions also meet with numerous barriers, given the unreliable ability to provide solutions and consistent technical support. 
Existing drawbacks of the macro-level logistics information technology infrastructure include:
- Information technology (IT) infrastructure and advancement level in Vietnam, despite having developed to a certain degree, able to provide services for various civil and social applications, still lack the many professional application needed, especially for logistics. The greatest challenge at the moment is finances for infrastructure development and operation, maintenance and skills.
- In the transport realm where specialized logistics information is the biggest concern, information links among service providers in a same mode of transport and between different modes are not in existence. Applications enlisting new resources and vehicles have emerged recently with passenger transport and a few “transport exchanges”, but are not enough to resolve current real life issues
.
- The import and export information system maintained by the General Department of Customs has been reliable and has advanced to application of e-customs and National Single Window. Yet, the need to connect with more stakeholders, and within the National single window among customs offices, tax authorities, specialist regulators and applicants is still a pressing issue.
- There is a lack of clearly defined direction in research and development, or which products to develop in the logistics information technology sphere. 
- When it comes to training, except the Ho Chi Minh City Transport University which received a maritime control simulation system, and Maritime University (Haiphong), with an warehouse simulation chamber, other colleges and universities do not have access to laboratory and testing facilities for e-commerce logistics solutions and supply chain management, or first stop consolidation supporting services, and last-mile delivery, which are all essential systems needed to support human resources development for the logistics industry at this time and age. 

Data infrastructure systems, big data transmission lines, and the next competition wave will rely on the ability to master this infrastructure. That is the pillar of e-government or “smart state”. In the current trend, cloud computing will be the primary platform for the development of IT applications for logistics.
- Air cargo services supporting systems such as e-airway bill, cargo community network and so on have not been synchronized and provided with depth investment.
- In respect of the warehousing and distribution system subsectors, there is no service connection system to allow the logistics community and service users alike to refer to, so that available infrastructure, warehouse, inventory and distribution resources can be optimized. A large number of existing warehouses are not equipped with professional warehouse service management systems, add-on services, and 3PL-based governance and management.
In short, advanced logistics applications will require the ability to store and transmit large package and high-speed data, in a secure manner and with inexpensive costs. That calls for immediate actions to be taken to get the best out of existing applications, while at the same time training professionals and building necessary technological platforms such as new information and communication infrastructure in the near future.
CHAPTER III 
LOGISTICS SERVICES
___________________________________________________________________________

1. Background
According to the Vietnam Logistics Association (VLA), the local logistics sector grew by about 24% a year in recent years, capitalized at about USD20-22 billion a year, and accounting for 20.9% of the country’s GDP.
Based on the logistics value chain in Vietnam, it is obviously that activities in the value chain have concentrated on forwarding, domestic transport, marine terminal and airport operation, warehousing, cargo management and international transport.

Figure 10. Export logistics chain in Vietnam
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Source: FPTS Logistics review
As indicated by the World Bank “Connecting to compete 2016: Trade Logistics in the Global economy”, following ranking upgrades in the previous four reviews, the 2016 report shows Vietnam’s Logistics performance index (LPI) back down for the first time since the World Bank first released the series in 2007.
According to the aforementioned report, Vietnam is currently ranked 64 out of 160 countries in terms of logistics development, and number four in ASEAN after Singapore, Malaysia and Thailand. While the potentials are huge, the logistics competitiveness in Vietnam remains less than optimal. Existing infrastructure, both hardware and software, management technology and regulatory environment, despite having improved over the years, need to be further enhanced to catch up with the levels of partner nations and competition in the region. Logistics businesses in Vietnam are mostly small and medium sized companies, only capable of providing forwarding services, warehouse leasing, customs brokerage, and LCL services, rather than being involved in running an entire logistics chain like what their FDI counterparts can do.
Table 9. Vietnam’s LPI ranking
	Year
	Score
	Ranking

	2007
	2.89
	53

	2010
	2.96
	53

	2012
	3.00
	53

	2014
	3.15
	48

	2016
	2.98
	64


Source: The World Bank.
2. Transportation Services
2.1. Overview 
Transport revenue has grown steadily over the years (see Figure below). Data from the General Statistics Office reveal that on a 10-month accumulated basis, freight volume was 1,189.4 million tons, a 10% YoY growth; while the payload-distance volume was 221.3 billion tons-km, a 6.4% growth, of which, domestic transport recorded 1,162.1 million tons, a 10.3% increase, and 111.4 billion tons-km, or a 11.4% growth respectively, as international transport recorded 27.4 million tons, a 0.4% growth and 109.9 billion tons-km, a 1.8% increase. 

By transport subsector, road transport registered 922.2 million tons, a 10.6% growth, and 59.1 billion tons-km, a 11.8% growth over the same period of last year; while inland waterway transport reported 205.2 million tons, a 7.4% growth, and 43.6 billion tons-km, a 8% increase; maritime transport recorded 57.3 million tons, a 9.6% growth, and 115.1 billion tons-km, a 3.1% growth; rail transport reported 4.5 million tons, a 8.1% growth, and 2.9 billion tons-km, a 12.6% growth; and airways reported 262.100 tons, a 8.8% growth, and 675.9 million tons-km, a 9,7% growth.
Data from the General Statistics Office indicate that airway transport, despite charging higher freight fees, only takes up a small share of the gross revenue from all transport activities. Maritime freight is the transport mode carrying the largest volume of cargo, but as most of the cargo are often low value merchandise, the total revenue of this subsector still stands behind road transport.
Freight and warehousing charges in Q3/2017 increased by 0.49% from the previous quarter, and by 2.90% over the same period last year, of which rail freight charges rose by 3.08% and declined by 2.21%, respectively; road and bus transport recorded 0.04% up and 1.20% up; waterway transport - 0.50% up and 0.35% up; airway transport - 2.52% up and 9.28% up; and warehousing and transport supporting services - 0.15% up and 1.58% up. On a accumulative basis for the nine first months of 2017, freight and warehousing charges increased by 2.12% from the same period of 2016.
Figure 11. Transport revenue by subsector
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Source: General Statistics Office
By estimates of the Ministry of Transport, road transport still takes the largest share of the current passenger transport composition, with 95.75% of the total, while railroad has 1.14%, airways - 2.05%, inland waterway - 0.19%, and maritime transport - 0.01%. In respect of freight transport, road transportation still maintains a share of over 70%, sustaining an asymmetric balance among different modes of transport. Nevertheless, given the weakness of limited volume and load, this mode is rarely used to carry cross-border export and import goods. 

Domestic freight transport and payload-distance volumes compared to exports are shown below.
Table 10. Domestic and international freight transport and payload-distance volumes
	Year 
	Freight payload quantity
 (million tons)
	Freight payload-distance volume
 (million tons-km)

	
	Domestic
	International
	Total
	Domestic
	International
	Total

	2012
	929.3
	31.8
	961.1
	87,609.4
	128,126.4
	215,735.8

	2013
	979.7
	30.7
	1010.4
	93,404.8
	124,823.3
	218,228.1

	2014
	1047.5
	31.1
	1078.6
	95,955.0
	127,196.1
	223,151.1

	2015
	1115.1
	31.8
	1146.9
	102,575.8
	127,474.6
	230,050.4

	2016
	1207.6
	32.6
	1240.2
	109,766.7
	128,366.9
	238,133.6


Source: General Statistics Office
2.2. Maritime transport
Vietnam has a coastline longer than 3,000 km. Forty percent of the payload quantity from the Indian Ocean to Pacific goes through the South China Sea to arrive in China, Japan, Korea and US. When the Kra artificial canal (Thailand) is completed, freight will go directly from the Indian Ocean through this canal to the Gulf of Thailand before reaching Vietnamese waters, instead of going the long path around Malaysia or Singapore (except for maritime routes that must go through there).
With the location advantage, Vietnam is a transshipment node for cargo imported from other Asian countries going through Cat Lai port and US and EU bound export goods going through the Cai Mep - Thi Vai port complex. Carriage of export, import, transit and transshipment goods is done mostly on roads and rivers on barges. Cargo from northeastern Thailand, Laos, Cambodia and Yannan province of China exported to other countries may need to be in transit and stay for a short time in Vietnam, Thailand, Myanmar and Guangxi province of China.
Nevertheless, given the competitiveness constraints, Vietnamese ocean vessels most operate on short Southeast Asian and Northeast routes, and are only able to handle about 10% of the country’s international trade freight. Reasons for such shortcoming are many, but the most salient one is the loose connection among ship owners and between ship owners and cargo owners, as well as the common reliance on the CIF for selling and FOB for buying practice of Vietnamese cargo owners.
Some state-owned enterprises are chosen as the dominant players, with Vinalines as the leading entity. The local fleet, however, has low performance and is often in a poor competitive position against foreign fleets.
All this happens despite the great potentials for maritime transportation exist, as seen through the consistently increasing freight throughput at local seaports during 2012-2017.
Table 11. Freight throughput at seaports, 2012-2017

Unit: 1,000 tons
	Type of freight
	2015
	2016
	9 first months of 2017
	[image: image13.png]S:in luong hang théng qua
cang (triéu tan)

500
400
300
200
100

(U

2012 2013 2014 2015 2016






	 Total
	427.816 
	459.833
	384516
	

	Export goods
	109.952
	111.535 
	90.902
	

	Import goods
	121.966
	143.937 
	109.483
	

	Domestic goods
	139.568
	160.902
	126.828
	

	Goods in transit
	56.330
	43.459
	57.303
	


Source: Consolidated by LPB Research and the authors.
2.3. Road transportation
Road transportation remains the backbone of the transport sector in Vietnam. The growth of the commodity supply chain opens up massive opportunities for the industry, which the current road network is not yet developed enough to capitalize on. Supply chains in Vietnam are held back by an underdeveloped road system, and when it faces booming logistics demand, congestion and lack of safety issues will definitely emerge. The imbalance in the road network, both quantitatively and qualitatively, is among the barriers to logistics performance and competitiveness in Vietnam.
Cross-border road transportation (CBT) will be a highly potential mode of transport, especially within the ASEAN. Experiences from Thailand indicate that incentives should be in place to enable CBT companies to grow and help spur cross-border transport to create national defense and security buffers, as well as for economic development. The government needs to have a viable mix of industrialization policies to create the right vehicles (inexpensive, durable and with maintenance services easily accessible), and provide the opportunity for road transport to take over and stand strong in the face of the threat from Chinese trucks invading the market based on their cheap prices.
Road transportation development policies are of make-or-break importance because these are the last line of defense for Vietnamese transport businesses to hold on to their ground.
Trading floors are a must-have vehicle to enable connection among road transport service providers to create synergy through alliances. Such connection, however, will not be as simple as calling a Grab or Uber, because while the users of Grab and Uber are private individuals and the services offered are simple, connecting transport businesses, especially container carriers, is much more complex, given the obligations involved such as damages caused to the trailers or containers themselves (which are a property of the shipping company and compensation is often very substantial), or division of shipping container deposit paid to the shipping firms. 

Opportunities for cross-border transport development
ASEAN nations signed the ASEAN Framework Agreement on the Facilitation of Inter-State Transport (AFAFIST) on Dec. 10, 2009 in Manila, to facilitate cross-border freight transportation and support better trade and tighter economic integration. The purpose of this agreement is to encourage and facilitate inter-nation transport and create an efficient and harmonized regional transportation system.
Da Nang of Vietnam is striving to become a regional gateway, delivering freight to Laos and the East-West Economic Corridor. Chu Lai open economic zone with a free trade area that consists of Chu Lai airport (addressed most recently by Decision No. 32/2017/QĐ-TTg, July 20, 2017), may provide a new transshipment node for airways express freight transport, cross-border transport and e-commerce. Ho Chi Minh City, meanwhile, will become a transshipment stop for Cambodia-bound freight, for a total distance of 260 km and 5-hour travel time.
Figure 12. Opportunities for cross-border transport development
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In addition, ASEAN countries also have among them an ASEAN Customs Transit System (ACTS). The legal framework introduced in Protocol 7, ASEAN Framework Agreement on the Facilitation of Goods in Transit (AFAFGIT), encourages and facilitates the flow of goods between the nations, and sets in place an efficient and harmonized transport system. Besides, there is also the “One Belt, One Road” initiative from China, in a bid to connect the entire ASEAN region. Importantly, the ASEAN Economic Community (AEC) being formed on Dec. 31, 2015, also opens up major opportunities for the regional logistics development. An ASEAN - China connection to boost trade in the greater region will also give the momentum for the road network linking major cities, including Singapore - Penang - Bangkok - Hanoi - Shenzhen, for a larger payload quantity. 

Cross-border transport has become increasing important for just-in-time (JIT) delivery. These services will rapidly grow with the support of e-commerce.
With the increasing bilateral trade volume between Vietnam and China, the road transportation demand will keep growing, requiring coordinated investment to upgrade infrastructure quality, thus cutting the delivery lead-time with the most populous country in the world. 

Use of information technology also needs to be emphasized, as the products in this industry have a short life cycle, and lead-time becomes a crucial factor. Vietnam is seen as a destination for technological products of such major corporations as Samsung, LG, Electronics, Foxconn, Canon, Foster, and part suppliers, and manufacturing ground for global textile and footwear firms such as Lear, Adidas, Nike, Levis or suppliers of car makers, including GM, Honda, Toyota, Yamaha and TMT. This points to the need for cross-border transportation development to take the merchandise to consumer markets in the region as fast as possible.
The cross-border transport agreement between Mekong subregion countries mentions transportation, residency, customs and quarantine. Facilitating measures include: cross-border freight transport, harmonized single window inspection, integrated system for transportation right sharing, provision of information for transit and cross-border movement of humans. This treaty has 44 main clauses, 17 subclauses and 3 protocols.
Vietnam, however, also has to encounter numerous challenges: 

- The current freight charges in Vietnam are still substantially high, given the disproportionate distribution of the transport flow (higher freight quantity in the South than the North). The cross-border freight charge per shipping container is still high, at USD350-450 per container, inclusive of terminal handling charge, customs clearance and border crossing fee for import/export goods, while the charge for goods in transit is even higher, at USD600-700 per container. Added to that, the at-the-border or cross-border segments are still not really ‘open’, to say the least, given the poor access for market entry. And then there is also the inconvenience of infrastructure at the border, for example border gates are too narrow for a smooth flow of the long line of waiting trucks, or the lack of warehouse and storage spaces. Security is also a very complex issue, since insurance for goods in transit, including land-side services in both Vietnam and China, is still unavailable to date. The risks will then rest with the carriers.
- Various conditions for effective cooperation depends in large parts on the Chinese partners.
- There is a lack of necessary equipment and vehicle control facilities such as container depots, LCL stations for cold containers, container or truck repair and maintenance posts.
- Direct cross-border transport/road transport agreements: There is a limit to how far Vietnamese carriers can travel inside China, considering the language of the terms and business mindsets. There are also other concerns, including customs, inspection and quarantine procedures on the China side, which need simplifying or streamlined, to shorten the time needed for goods to be imported into China.
2.4. Air transportation 

With the location advantage and stable economic development, according to the International Air Transport Association (IATA), Vietnam is ranked number seven among the fast growing markets in the world during 2013-2017, with an international freight transportation growth rate of 6.6%. Domestic air transportation, however, is still dominant. In 2016 alone, of the total 1.4 million tons of cargo transported by air, domestic freight accounts for nearly one full million tons.
The domestic market is currently shared among four airlines, with 87% of the market share going to Vietnam Airlines and Vietjet Air. As many as 52 foreign airlines maintain international airway routes to Vietnam, recording an accumulated market share of 57.6%. 
By the end of 2016, Vietnam Airlines had in place an international airway network consisting of 55 air routes to 29 destinations in 17 jurisdictions, as the domestic had 41 routes to 21 destinations. In October 2017, Vietnam Airlines and Air France entered into a joint venture agreement on sharing airways between Vietnam and France. From Charles De Gaulle airport (France), passengers can move on to 50 different European destinations on Air France’s flights (compared to the current 14). From there, connection with the air routes of member airlines in the global airline alliance will be possible. Vietnam Airlines’ current fleet has 88 airplanes, including 42 chartered planes and 46 planes owned by the airline. According to plan, Vietnam Airline will receive 10 A350 planes and eight B787s between 2016 and 2019, raising the total number of planes it has in the fleet to 115 by 2019. The airline will also charter another 20 A321s between 2016 and 2020 to enlarge its capacity and as replacements for older planes. 
VietJet Air intends to increase its domestic active routes to 45 by 2019, and increase international routes to 36 by 2018. The company’s fleet has 41 aircraft with an average service life of 3.03 years, including 30 Airbus A320-200s and 11 Airbus A321-200s.
2.5. Rail transport
The main business of the railway industry in Vietnam consists of domestic multimodal rail transport and cross-border rail transport, and management, operation, maintenance and repairs of the national railroad infrastructure system. Traffic takes place on dedicated North-South railroad routes and in several Northern provinces and cities, but for the last decade, business outcomes of the railway sector seem less than optimal. Both passenger and freight transportation along the North-South route and shorter routes from Hanoi to adjacent provinces tend to decline due to competition from other modes of transport. 
Data of the General Statistics Office indicate that despite various improvements in travel time, non-competitive fares compared to economy air travel and road transportation, and lack of safety have resulted in rail transport recording only 78 million passengers from the first nine months of 2017, a 2% reduction from the same period last year, and 3 billion passengers, or a 64% growth. Freight transport seems more positive than passenger transport, with the first nine months of 2017 recording 41 million tons, a 9% growth, and 26 billion tons, or a 116% growth. 
In respect of cross-border rail transport, the largest revenue outcomes belong to the two railroad routes carrying freight between Vietnam and China - the Yen Vien-Dong Dang and Yen Vien - Lao Cai routes. In June 2017, China launched the Central Asia container train starting from Kunming to Hekou and Sanyiao (China), before arriving in Lao Cai, Yen Vien and finally Haiphong port. The entire 862 km distance can be travelled in just four days, including customs clearance and cargo handling at the two border stations. Data of the Vietnam Railway Corporation from the last three years show that Vietnam-China cross-border rail freight transport grew sharply. From the Hanoi-Kunming route alone (Western route passing Lao Cai border crossing), about 14,000 tons of total import/export payload quantity of 2014 soared by dozens of times to 366,000 tons in 2015 and 386,000 tons in 2016. The launch of the new container train and shortened travel time, the figure can be expected to double to 800,000 tons by 2017. Data of the Railway Transport and Trade JS Co. (Ratraco) from 2016 show the company’s total rail freight payload quantity via the Lao Cai and Dong Dang border gates at 692,000 tons. This includes 160,000 tons of export goods and 532,000 tons of import merchandise. For the first half of 2017, the figure was 443,000 tons, or a 118% YoY growth. 

Container rail transport services between Huanggang (Nanchang city, Jiangxi, China) and Yen Vien station (Hanoi, Vietnam) were launched on Nov. 22, 2017. A typical train carries 33 40’ containers of Chinese products exported to Vietnam, including office furniture, foods, car parts and components, among others. After arrival in Vietnam, the train will return to China, carrying with it Vietnamese exports to China, including agriproducts, minerals, electronics, and so on. The train clears customs at final terminals and goes through customs transit procedures at the border stations in both countries before heading to the destination. This container train helps shorten the travel time from 15 days by sea to only 4 days, with simple, fast and convenient customs clearance, and especially freight charges 50% less than road transport. As planned, in the foreseeable future, both countries will continue launching more single route trains heading to Vietnam from other cities in China. At the same time, both countries will also actively approach customers to launch freight transport routes from Europe, Russia and Central Asian countries in transit through China to Vietnam and conversely.
There is however a problem that given the incompatibility of track gauge, a car from Vietnam running on a 1,000 mm gauge must be shifted to the 1,435 mm gauge. Such gauge shift and load reduction are often costly. China also put in operation the high-speed Nanning - Fangcheng railroad, with a travel time of just one hour. The Fangcheng - Dongxing high-speed route built in 2017 and completed in 2020 will make sure travel from Fangcheng to Dongxing will take only 15 minutes. The Vietnamese Ministry of Transport is also considering building a dual-gauge route from Lao Cai station via Ho Kieu Bridge to connect to the 1.435 mm gauge of Chinese railway. Meanwhile, it is also calling for stage 2 investment in the project for rehabilitation and upgrade of the Yen Vien - Lao Cai railroad. These projects reveal the huge potentials for rail transport between the two countries. 

As part of efforts calling for mixed public-private provision in transport supporting services, a logistics center was formed in Yen Vien station, with IndoTrans as the developer, on a train yard of about 20,000 m2 in size. Similarly, a rail logistics center run by Ratraco is also in operation in the Dong Anh station complex. 

3. Warehousing services
The warehousing business in Vietnam may be divided into two key segments - dry goods storage and cold storage. Running these warehouse systems is fairly simple as the purpose is to preserve merchandise and optimize storage costs. There are a number of established companies in warehouse leasing and management, including BS Logistics, Sotrans, Transimex, Gemadept, U&I Logistics, Vinafco Draco Seaborne, BK Logistics, ALS, ITL, and so on.
Dry warehouse services: These are to meet the needs of manufacturers and distributors, especially companies trading in fast-moving consumer goods with outstanding names including DKSH, DHL, Mappletrees, Gemadept, Draco, Vinafco and Transimex. The logistics demand, mostly from industrial export and consumer markets, is rising fast. Exporters and consumer retailers are expected to be the key drivers of logistics demand in the future, depending on how many FTAs are entered into. 
Cold warehouse services: The demand for cold warehouse is also forecast to grow when agricultural-forestry-fishery trade and the food industry develop. The first commercial cold warehouse was built in 1996 by Konoike Vinatrans, a joint venture business of Konoike Transport (Japan) and three Vietnamese partners - Vinatrans, Vinalink and Vinafreight. In 1998, Swire Cold Storage (Australia) built one of the most advanced cold warehouses of the time. In 2007, Vietnamese Hung Vuong JS Co. built two more cold warehouses with a combined storage capacity of 40,000 tons to meet its own needs and support other fishery companies and retail companies. Vietnam has become an engaging market for cold warehouse providers, both domestic and international.
Major commercial cold warehouse providers are mostly concentrated in South Vietnam, given the large demand for fish product storage for export. These providers may be classified into four main groups - domestic companies, foreign companies, logistics companies and other businesses. Leading the pack are Hoang Lai, Hung Vuong, Satra and Phan Duy. Of these, Hung Vuong and Satra are the first ones building a cold warehouse to meet their own storage need. A few other cold storage projects are also underway, including the largest one being the Mekong cold warehouse of Gemadept Group and Minh Phu Fishery Group, with a gross storage capacity of 50,000 tons, located in Song Hau industrial park, Hau Giang province, and a total investment of USD46.1 million.
Foreign businesses are also very effective in realizing the potentials of the cold warehouse market in Vietnam, owing to their skilled manpower and advanced equipment. An exemplary case is SWIRE - one of the first foreign cold warehouse providers entering Vietnam in 1998, with a professional management team and state-of-the-art equipment at that time. Other notable cold warehouse service providers include Lotte Sea (2009) and Preferred Freezer Services (2010). To date, foreign firms still lead the market in terms of quality with their professional store management systems and better technologies. 

Forecasts show that the demand for cold warehouses in the four key business lines - fishery, meat, vegetable and fruits, and retails, will continue to grow in the near future. Fish export and retails are expected to become the key drivers for cold warehouse demand increase in Vietnam. Vietnam is expected to be home to about 1,200-1,300 supermarkets, 180 shopping centers and 157 general stores by 2020
. Distribution channels, including cold warehouses, will also look toward a strong expansion in terms of quantity and storage capacity to meet increasing demands.
Distribution centers: This is the next step in the evolution of the traditional warehouse. Distribution centers are created to meet the need of large scale supply and manufacturing chains, to track and derive merchandise information quickly and accurately. The first companies using this service are fast-moving retail consumer goods manufacturers, including Unilever, P&G, Vinamilk, Masan, among others.
The current distribution center system in Vietnam has a gross size of about 300 hectares, scattered from the North to South Vietnam. Major active distribution depots include Gemadept’s distribution center system based in Song Than industrial park and North Vietnam, with a size of 100,000 m2, Transimex distribution depot, and other distribution centers of foreign firms, including DHL, Damco and others.
Figure 13. Size of some major distribution centers in Vietnam
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Source: FPTS
As reported by Amstrong & Associates on the 3PL mixed logistics services market in Vietnam, 3PL logistics revenue in Vietnam is quite small compared to other countries around the world (about 0.8% of GDP), though logistics costs take up more than 20% of GDP. Efforts are needed to minimize logistics costs, but this sector promises to bring in good revenue in the future.
Logistics businesses in Vietnam include 1PL companies (businesses that directly provide services without outsourcing transport or warehousing services) or 2PL companies (providing stand-alone, non-integrated services). Lump sum 3PL outsourcing is still rare, and earnings from 3PL deals are only a fraction of the existing potentials. Companies outsourcing logistics services are mostly those trading in fast-moving consumer goods (FMCGs), and some other business lines, including hi-tech platforms and equipment, automated equipment and pharmacy, but are only a few in numbers.
4. Forwarding services
Freight forwarding has been grown strongly since Vietnam adopted open door policies and entered into free trade agreements. 
Import and export activities rapidly on the rise also engenders the outsourcing demand from recipients of export goods or vice versa. Traditional forwarding activities include two segments: (i) container merchandise forwarding with popular providers including GMD, HMH and STG, and (ii) CFS (container freight station) services or LCL services, mostly provided by dominant foreign companies. Domestic warehouse leasing firms include TBS, Tan Cang Song Than, Tan Cang Long Binh, among others.
CFS services: Forwarders play the role of CFS and House bill of lading agents. These people must maintain exclusive agents at major ports to conduct import/export freight handling. By estimates of the Service Economics Department, Ministry of Planning and Investment, about 10% of forwarding businesses in Vietnam can provide CFS services by themselves or through contractors. These people may use house bills of lading as shipping line’s bills, but only some would purchase forwarding liability insurance.
 Added to that, the strong development of e-commerce in Vietnam (anticipated to be worth USD10 billion by 2022) is boosting the demand for freight forwarding in domestic markets, which is increasing both quantitatively and qualitatively over time. Businesses/cargo owners also have more options for forwarding agents, with major names including Viettel Post, VNPost, Saigon Post, Giaohangnhanh, Shipchung, Giaohangtietkiem and so on.
Viettel Post (Viettel Post JS Co.), with an active network in all the 713 urban/rural districts and an approximately 4,000-strong delivery team across the country, seems to be a dominant player in the market. Since 2014, this company has been investing heavily in warehouses, delivery team, itinerary tracking, and so on, to stay ahead of e-commerce development.
VNPost (Vietnam Post Corporation) used to concentrate on postage delivery, but has now branched out to e-commerce customers. With a nation-wide active network and 18,000 of postmen and commune-level delivery employees, VNPost has been offering broad-based solutions for online stores, with services covering from advertisement, delivery, collection to after-sales offerings.
Giaohangnhanh has been in existence for five years (since 2012), but has also been known as a major provider in the forwarding market. To date, this company has had 86 consignment outlets, covering nearly the entire country through a policy called “compensating for any reason” to compete.
Additionally, there are also a large number of other smaller forwarding businesses that find it not too difficult to enter the forwarding market in Vietnam. 

Forwarding services are also becoming as a profitable business for foreign investors. On July 17, 2017, Deutsche Post DHL, a global express delivery company, announced its presence in the local B2C delivery market, with DHL e-Commerce as its representative. DHL’s services will move packages to addresses in HCMC, Hanoi and other major provinces and cities within 1-2 days, coupled with add-on services such as collection, unboxing and so on. The partnership between DHL e-commerce and Bizweb allows small and medium-sized enterprises access to international standard forwarding services. In addition to domestic forwarding service providers, a Bizweb user may integrate DHL e-commerce, and keep track of every step when using it. Instead of logging on to the DHL e-commerce’s system to fill in order information, the website users can just create a work order once in the website, and then select the forwarder as DHL e-commerce. Cargo owners may also keep track of automatically updated information on the order at every stage, and by not spending too much time with the delivery agent, the website user may focus more on the business at hand.
In addition to traditional forwarding companies, businesses applying advanced technology for rapid delivery have also emerged, including Grab, Uber, sShip, Sapo, among others. Grap Express, for example, with the advantage of using mobile applications for transportation purposes, is having the upper hand in the forwarding segment, with the price rate of VND15,000 for the first 5 km (in urban districts of HCMC), coupled with free collection services, and promising delivery time of less than an hour.
Since 2012, forwarding businesses started to invest in COD (cash on delivery) control and management to be able to offer COD delivery and collection services, giving buyers the opportunity to experience the first purchase as a test, and continue buying after that. There has also been a big improvement in the attitude of delivery staff as they increasingly become more professional. These employees are also equipped with handheld devices to help them keep track and control the order handling and delivery process.
Nevertheless, generally speaking, many domestic forwarding services are not catching up with the pace of e-commerce, and this is one of the factors that are holding this business back. The fact that some forwarding service providers try to compete by prices while they cannot guarantee the quality they promised has led to delivery delay or wrong product quality, eroding consumer’s trust.
According to the Feb. 2016 annual report of the E-commerce and Information technology Authority (Ministry of Industry and Trade), only 41% of the respondents said to be happy with online shopping. Among the causes of such consumer’s dissatisfaction, apart from the less than expected product quality, delivery delay, mistakes and inconvenience are also areas for improvement. This gives rises to the need for closer cooperation between sellers and forwarders to make sure that delivery is more reliable and faster.
Multimodal delivery: Merchandise delivery evolves more when businesses not only accept assignments from sellers but also recommends package delivery services with optimal charge rates. This type of transportation service is comprised of multiple approaches from selection of domestic waterway or road transport companies, delivery of merchandise to the port, before selecting international shipping line or airline, all included in a single transport agreement. This service offers more added value for the seller, and domestic forwarding companies may also enter this market. 

Oversized/overweight cargo: This is a niche freight transport subsector meeting customized needs of customers. The cargo to be carried in this case is often machinery and equipment with large dimensions and weight, requiring high levels of skills and technology to carry. Customers in this subsector are often major factories such as cement plants, thermal power plants, oil and gas operators. Vietransimex, Gemadept, Transimex, TAGI, Sotrans, among others, are currently major suppliers. 

5. Other services
The goal ahead of the logistics sector is to do all customs clearance through customer brokers. However, the majority of businesses offering customs services are in fact “customs declarants for hire”, as customs brokers are not yet widely used because their roles are not clearly defined. While the intent to develop customs brokerage business was known five years ago, progress is still slow and without breakthrough, and the role of customs brokers as the extended arm of the customs office to counsel customers has not been realized. Businesses offering customs brokerage services must stay updated of specialist regulations and policies, and applicable customs procedures. Despite being entitled to incentives in various aspects, including customs procedures and tax procedures support, regular update of new regulations, and orientation and training on customs laws, the fact that more responsibility and obligations do not go hand in hand with benefits has prevented the generation of an enabling environment for customs brokerage business to thrive.
Of all the procedures involving exports and imports, customs procedures account for about 28% of the time, and specialist inspection take up the remaining 72%. Efforts of the customs authorities in improving administrative procedures and using information technology may be significant, but will be of little use if other relevant bureaucratic procedures still take considerable time and costs. 

More recently, with the permission granted by the Prime Minister, the Global Alliance for Trade Facilitation, in collaboration with relevant ministries and line agencies, is working on recommendations to be submitted to the Prime Minister on customs bond in Vietnam. Use of customs bond will produce positive effects in cross-department inspection, since technical assistance is available through networking with the customs office. Going forward, to enhance competitiveness, the government and associations need to work together and take actions to mitigate risks for businesses, correct the weaknesses found in every step of the logistics chain, and consolidate Vietnam’s vantage points compared to other countries in the country. This will help improve the performance of the logistics sector in Vietnam and encourage businesses to confidently enter a highly potential and professional local logistics market. 
Table 12. Quality of customs services in Vietnam compared to other ASEAN countries
	
	Cambodia
	Indonesia
	Malaysia
	Philippines
	Singapore
	Thailand
	Vietnam


	Ranking
	102
	108
	60
	95
	41
	56
	93

	Score
(0 - 100)
	67.28
	65.87
	82.38
	69.39
	89.3
	84.1
	69.9


	Time to export (hours)

	Waiting for documents
	132
	61
	10
	72
	2
	11
	50

	Customs clearance at border
	48
	53
	48
	42
	12
	51
	58

	Carriage to port
	6
	6.2
	12
	4
	2
	2
	7

	Cost to export (USD)

	Release of documents 
	100
	139
	45
	53
	37
	97
	139

	Customs clearance at border
	375
	254
	321
	456
	335
	223
	309

	Carriage to port
	200
	185
	255
	381
	212
	147
	181

	Time to import (hours)

	Waiting for documents
	132
	133
	10
	96
	3
	4
	76

	Customs clearance at border
	8
	99
	72
	72
	35
	50
	62

	Carriage from unloading port
	11
	6.2
	12
	4
	1
	2
	7

	Cost to import (USD)

	Waiting for documents
	120
	164
	60
	50
	40
	43
	183

	Customs clearance at border
	240
	383
	321
	580
	220
	233
	392

	Carriage from unloading port
	1125
	185
	255
	381
	214
	147
	181


Source: Doing Business 2017, World Bank
CHAPTER IV 
LOGISTICS SERVICE PROVIDERS 
_____
1. By type of business 


Businesses trading in logistics, according to a VLA survey, are more than 3,000 in numbers, including 20% being state-owned companies, 70% of limited liability firms, and 10% of privately held businesses (VLA survey).
 
Historically, domestic businesses mostly worked as agents or took care of isolated segments of the logistics chain for international logistics service providers, such as forwarding (domestic and international agents), terminal handling and warehousing services, warehouse leases, and distribution, but as Vietnam is integrating further in the World Trade Organization (WTO), these businesses have also increasingly upgraded their expertise to take the logistics industry in Vietnam forward by being able to provide more comprehensive services, even door-to-door services, to meet consumers’ needs. 

More than 25 multinational logistics businesses are active in Vietnam, notably among them DHL, UPS and Maersk, taking up about 70-80% of the domestic logistics market share. With long-standing experiences in the business, they have perfected their logistics chains to provide services at 3PL and 4Pl, or even 5PL levels.
Vietnamese logistics businesses may still be fledgling but are also growing fast. Most of them started off from more traditional operations such as transportation, warehousing and so on, but are taking on more integrated services with higher added value content. Nevertheless, Vietnamese businesses still have smaller market shares. They share a common profile of uneven capabilities, lack of professionalism, fragmented in logistics service delivery, and lack of connectivity, preventing them from convincing customers to increase outsourcing logistics operations.
2. By location 
An estimate of the number of existing businesses and proportion of logistics businesses distributed by regions indicates that South Vietnam has about 60% of the active businesses in the industry, followed by the North.
Ho Chi Minh City has the largest share of the number of active logistics businesses (54%), followed by Hanoi (18%). These are two major consumer’s markets and also the vital transport gateways for the entire Southeast and Southwest of Vietnam, as well as North Vietnam. Haiphong ranks third with a fairly developed seaport complex, connecting traffic in the entire Northern part of the country. In the South, apart from HCMC, Dong Nai, Binh Duong and Ba Ria - Vung Tau also receive great attention from the government for logistics development and creation of regional links to facilitate the provision of added value services to consumers in industrial parks with regular large volume import and export activities.
Figure 14. Distribution of logistics businesses by region
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Source: Consolidated by the authors from the Business registration technical support center (Business Registration Administration, Ministry of Planning and Investment).
Figure 15. Distribution of logistics businesses by municipality, 2027
[image: image17.png]HaNoi
Biic Ninh
Quang Ninh
Hai Phong
Binh Dinh
Paning
DongNai
Ho Chi Minh
BinhDuong
BaRia
Can Tho
Khac

Phdnbé doanh nghiép dich vu Logistic tai Viét Nam nam 2017

S 18.2%

m0.7%
- 1.9%

—— 10.8%

m0.7%

_ 2.4%
- 4%
i 51.0%

m 13%

- 1%

1 0.3%

— 5.2%

0

200

400 600 800 1000

mS6 lwong doanh nghiép trén dia ban

1200

BTy 1é%

1400

1600

1800




Source: Consolidated from the Business registration technical support center (Business Registration Administration, Ministry of Planning and Investment).
3. By business line 
The logistics service industry in Vietnam can be classified as follows:
a) Transportation businesses: transport service providers (road, sea and air)
b) Infrastructure operators at nodal points (ports, airports, stations etc.)
c) Terminal handling, warehouse operators, logistics service providers
d) Freight forwarders, express delivery services, transport agents, shipping agents, customs brokers, 3PL businesses, and other businesses such as logistics software solutions providers, consulting, inspection, financial audit businesses.
These businesses mostly provide services in different steps of the supply chain.
Figure 16. Logistics business proportions by business line
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Source: VLA survey
Logistics businesses offer different logistics services from simple ones to complex mixes (one to 20 types of services). The majority are businesses offering 6-10 different services (47%), whereas only 6% of the businesses providing 16-20 types of services.
Figure 17. Logistics business proportions by number of service types provided 
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Source: VLA survey
Transportation is the backbone of logistics operations, thus preferred by many businesses. Transportation costs take up a very large proportion of the total logistics expenses, hence improving transport performance to be more efficient is a pressing need. This service also brings in good revenue for businesses, and is preferred and focused on the most.
Figure 18. Number of active logistics businesses by core line of business offered
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Source: VLA
4. Capital size and competency of logistics businesses
4.1. Size

Data from the General Statistics Office indicate that reported businesses included those having registered business lines with the Planning and Investment Department and transportation and warehousing service providers having not registered their business lines. Businesses with a large capital size of VND50 billion or more were few, taking only about 4.68% of the total in 2015. Businesses taking the majority in the pack over the years are mostly those with a relatively small capital size of one billion dong to less than VND5 billion. Some have even a tiny capital size of less than VND500 million.

 Table 13. Number of active logistics businesses by capital size
	Year
	< VND0.5 billion
	VND0.5-1 billion
	VND1-less than 5 billion
	VND5-less than 10 billion
	VND10-less than 50 billion
	VND50-less than 200 billion
	VND200-less than 500 billion
	VND500 billion and more
	Total

	2011
	1873
	2012
	8366
	2482
	2319
	601
	126
	97
	17876

	2012
	743
	1214
	9531
	3691
	3301
	630
	131
	95
	19336

	2013
	749
	1768
	10191
	3667
	3334
	647
	161
	97
	20614

	2014
	638
	1822
	9843
	4522
	4527
	806
	178
	106
	22442

	2015
	598
	957
	10759
	6638
	6258
	916
	191 
	132
	26449



Source: VLA

The above table reveals that businesses trading in the transport and warehousing industry in Vietnam are mostly small and medium sized enterprises, have small capital sizes, and often face difficulty in purchasing advanced equipment and machineries to support their road transport activities, which are ever increasing both in the region and around the world. Particularly when Vietnam is a part of AEC, becoming a vital link in the cross-border transport chain requires considerable efforts from the businesses and substantial financial investments. 

Since most of the businesses of small in size and fragmented in operations, they are unable to take advantage of the economies of scale and networking, which is a vantage point of road transport.
Based on the reported number of businesses having registered their business lines from the Ministry of Planning and Investment, regarding the definition of small and medium sized enterprises (SMEs) based on the total capital (VND20 billion or less, and VND10 - 50 billion), or annual average staff size for the trade and services sector (Decree 56/2009/NĐ-CP on supporting SME development, and total capital size as the preferred requirement), 67% of logistics business providers in Vietnam are SMEs. Major businesses with an average charter capital of VND400 billion to more than VND1,000 billion, and average staff size of over 200 employees only take up 10%.
Figure 19. Logistics business proportion by capital size
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Source: VLA
4.2. Competency
Financial and governance constraints are the top barriers for Vietnamese logistics businesses in the trend of regional and global economic integration.
Most of logistics businesses are domestic enterprises (88%), with 10% being joint venture companies, and only 2% are wholly foreign-owned businesses. 

 Logistics businesses’ coverage includes international markets with 84% of Vietnamese logistics service providers operating both in and out of the country, and 16% of the businesses only operate within the country.
A very important determinant to assess the capacity of logistics businesses is whether they are making profit or loss. Data from the General Statistics Office relating to the profit and loss of transport-warehousing businesses (based on data from more than 24,000 relevant businesses) indicate that going concerns have been increasing in proportions over the years, but the pace is slowing down in recent years. 
Table 14. Profit or loss making businesses
	Year 
	Profit making businesses
	Loss making businesses
	Percentage of the total (%)

	
	# of businesses
	Total profit (billion dong)
	Average (VND million per business)
	# of businesses
	Total profit (billion dong)
	Average (VND million per business)
	# of profit making businesses
	# of loss making businesses

	2011
	9790
	12554
	1282
	7628
	-7835
	-1027
	54.8
	42.7

	2012
	5532
	12664
	2289.1
	5005
	-12794
	-2556.3
	28.6
	25.9

	2013
	10533
	19711
	1871.4
	8873
	-23797
	-2681.9
	51.1
	43

	2014
	11546
	24363
	2110.1
	9680
	-13368
	-1381.0
	51.5
	43.1

	2015
	13000
	28842
	2218.6
	11248
	-11374
	-1011.2
	53.61
	46.39


Source: General Statistics Office
By statistics of Biinform Database, revenue of the 100 top Vietnamese logistics companies in 2016 was about USD8.74 billion, a 15.6% increase over 2015. Of which, transport accounts for 77% of the total revenue from logistics services, followed by forwarding with 9%, transport supporting services - 8%, and warehousing services taking 6% of the total revenue. 

5. Merger and acquisition in the logistics sector 
Merger and acquisition (M&A) trends in the global logistics industry have strongly emerged since 2015. Statistics from CEL Consulting indicate that in Q2/2017 alone, logistics M&A deals in Asia were valued at USD12 billion, and about USD30 billion in Europe.
Historically in Vietnam, the equity ownership cap that existed for many years made many foreign businesses choose the joint venture or strategic partnership path. Investment, and merger and acquisition in the logistics industry, however, have been anticipated to be more active as Vietnam becomes more integrated in the regional and global economies.
 Through buying into domestic logistics going concerns, foreign businesses will quickly benefit from established networks, customer base and familiarity with local practices. This helps them save market entry costs compared to starting from scratch.
Major international corporations are investing and expanding their business in this sector in Vietnam as a current trend. Notable names worth mentioning include DHL Supply Chain, Maersk Logistics, APL Logistics, Nippon Express, Expeditors, Panalpina, Agility, DHL, Global Forwarding, DGF, among others. Another example is Samsung SDS (a subsidiary of Samsung Group), in a joint operation with ALS - Aviation Logistics Service, to have a stake in the logistics business at Noi Bai airport (Hanoi), when it realizes the potentials of the logistics business in Vietnam, a market with a 15-20% annual growth rate. In this deal, Samsung SDS will provide integrated logistics services, including both domestic and international transportation, warehousing and customs brokerage services, and ALS will contribute with its existing domestic customer base while acquiring more. Furthermore, many M&A deals between domestic businesses and world renowned names also took place over the past years, providing businesses more momentum for growth.
For example, Japanese shipping lines are very interested in developing deep water container terminals in Vietnam, both from the perspectives of investment and operation. MOL shipping line has invested in both largest deep-water ports in Vietnam, Cai Mep - Thi Vai port and Lach Huyen port (Haiphong international container terminal). Saigon Newport Corporation used to be in a “marriage” with NYK and Mitsubishi in container terminal operating ODA financed projects in Cai Mep - Thi Vai. Such interest in Cai Mep - Thi Vai from MOL and NYK proves that these firms have recognized the role of the port complex and want to get involved as much as possible.
Table 15. FDI-funded transport and warehousing projects 

	Foreign direct investment
	2014
	2015
	2016
	First half of 2017

	Number of transport and warehousing projects
	431
	505
	614
	633

	Total registered capital (USD)
	3710.76
	3829.3
	4282.4
	4399.2



Source: Foreign Investment Agency
Foreign companies have the advantage of capital, technology, high quality human resources and especially supporting services from their multinational parent companies in terms of merchandise and international shipping services, so they have the upper hand and are dominating the international logistics services segment. Meanwhile, they outsource domestic logistics services, including domestic forwarding and transport, warehousing, terminal handling, port operations, customs brokerage, and so on. Vietnamese logistics businesses have the advantage for understanding better the local logistics services market, having in place existing infrastructure such as ports, warehouses, ICDs, vehicles, cargo handling facilities, among others, and can provide most of these services to foreign logistics service providers in Vietnam. As of March 31, 2017, VLA has 310 members on board, including 260 official members and 50 associate members, with 33 of them FDI companies. About 15% of VLA’s members are offering 3PL services. Some member businesses, such as Transimex Saigon, Tan Can Saigon, Gemadept and others, are providing 3PL services on the same level with multinational corporations doing business in Vietnam. While FDI companies do not have the advantage of numbers, they have a considerable market share in Vietnam, with names including DHL, Maersk Logistics, and others.
CHAPTER V 
LOGISTICS IN THE COMMERCIAL ACTIVITIES CONTEXT 
___________________________________________________________________________

This Chapter discusses the current state and experiences of using logistics services in manufacturing and trade (rather than professional providers of logistics services) to save costs and improve performance. 
1. Background
In a survey of Hanoi Foreign Trade University of 2,52 businesses active in manufacturing, construction and import/export (conducted in 2017)
, the role of logistics in the context of a company is rated based on the degree of approval of the company’s interest in logistics activities and implications of logistics on their competitiveness, customer services and profitability. 

Findings indicate that 15% of the respondents recognized logistics among their top concerns, while a large proportion (66%) remained neutral (hesitant). Responses that logistics having material influence on the company’s customer service quality and profitability were relatively consistent, with 57% of the respondents agreeing. 

In addition, 49% of the respondents reported that logistics was an important competitive edge for them. 

“Not agreed” respondents were few, as only 15% said that logistics was not one of the company’s top concerns, and 9% believed that logistics did not affect competitiveness. Respondents believing that logistics does not affect their customer service quality and profitability were 5% and 3%, respectively. 
The survey also reveals that transport expenses account for about 1.31% of the company’s gross revenue on average, whereas cargo handling and warehousing costs were 2.33% and 3.51% of revenue, respectively. 
Figure 20. Logistics cost as a percentage of the business’ revenue
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Source: Calculations from survey findings of Hanoi Foreign Trade University, 2017.
Logistics services being outsourced by the aforementioned businesses, from the least hired upward, are reverse logistics, invoicing, order processing, storage management, product customization, international transportation, warehousing, information systems, forwarding charges, and domestic transport on top. 
Table 16. Logistics services being outsourced
	Logistics service
	Percentage of respondents choosing (%)


	 
	0%
	1-25%
	26-50%
	51-75%
	>75%
	Total

	Domestic transport
	6%
	36%
	19%
	13%
	26%
	100%

	Freight forwarding charge
	11%
	50%
	18%
	9%
	14%
	100%

	Information system
	17%
	51%
	19%
	6%
	8%
	100%

	Warehousing
	18%
	49%
	16%
	7%
	9%
	100%

	International transport
	23%
	25%
	16%
	8%
	28%
	100%

	Product customization
	23%
	36%
	21%
	9%
	11%
	100%

	Storage management
	24%
	51%
	14%
	5%
	7%
	100%

	Order processing
	27%
	51%
	13%
	5%
	4%
	100%

	Invoicing
	30%
	38%
	17%
	8%
	7%
	100%

	Reverse logistics
	40%
	32%
	16%
	5%
	7%
	100%


Source: Calculations from survey findings of Hanoi Foreign Trade University, 2017.

Application of technology in logistics activities within respondent businesses: Technologies used the most by respondents include: phone calls/SMSs (49% of the respondents answered that these were always used), emails/fax, websites, internal network, barcodes. Services less used include electronic data transmission technologies like EDI, RFID (radio frequency identification), ERP (enterprise resource planning), and other technologies. Technologies never been used selected the most include RFID and ERP.
Figure 21. Use of IT in commercial activities 
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Source: Calculations from survey findings of Hanoi Foreign Trade University, 2017.

Demand for logistics services in the future: 21.4% of the respondents asked want to select more new logistics service providers; 14.48% want improved customer services. Additionally, the demand for IT system and human resources development, and use of mobile solutions, is also notable with response percentages of 13.62%, 13.81%, and 12.38%, respectively. The remaining needs such as distribution composition optimization or improved transparency in the supply chain are not notable, but at limited degrees.
Figure 22. The most important need of respondents for logistics services in the future (% of respondents choosing)
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Source: Calculations from survey findings of Hanoi Foreign Trade University, 2017.

Solutions to cut logistics costs for businesses in Vietnam: among the respondents asked about how to cut logistics costs, more than 64% believe that raising the awareness of the importance of knowing that cutting costs is the most desired and effective solution, and only 22% accept that training to upgrade the staff’s expertise and skills may significantly cut logistics costs for businesses.
Figure 23. Logistics cost cutting solutions (rated by respondents engaging in commercial activities: % of respondents choosing)
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Source: Calculations from survey findings of Hanoi Foreign Trade University, 2017.
2. Logistics with agriculture-forestry-fishery and food manufacturing businesses

Most businesses in the agro-forestry-fishery sector have medium and smaller sizes, and modest profitability. Meanwhile, the high logistics costs in Vietnam as a whole and agriculture also hinders the competitiveness of Vietnamese businesses compared to other countries in the region. The majority of small and medium sized businesses in this sector cannot afford to outsource full-blown logistics service packages.

Given the lack of attention to logistics services, losses taking place in the harvesting, processing, storage and transport processes are unavoidable. The sector sustains an average loss ratio of 25-30%. This level of loss for fish products is 35%, while that for fruits and vegetables, depending on the manufacturing methods and transportation modes may be as high as 45%. The main causes of such high loss ratios include: low mechanization and poor capacity in transport and storage in agricultural production. Data from the Ministry of Agriculture and Rural Development (2016) indicate that the mechanization advancement level in agricultural production in Vietnam remains low and inconsistent. Use of mechanical equipment in Vietnam is still much lower than other countries in the region and Asia. Vietnam currently has an average of 1.6 HPs per hectare of farming land. In comparison, the same ratio for other countries in the region are for example, 4 HPs/ha in Thailand, 8 HPs/ha in China, and 10 HPs/ha in Korea.


In agriculture, investment in logistics is crucial as transportation lead-time and storage conditions may have direct implications on how large losses are, as well as the product quality and look. Until this is improved, Vietnamese agriproducts will have a hard time integrating in the global production chain.

Nevertheless, local businesses in the agriculture and logistics sectors in fact still do not the close bond as they should. Transactions between these two sectors still only take place in the form of contract-based leases rather through real connections for mutual pricing support to help one another improve product and service quality. Many small-sized manufacturing and logistics companies still rely only on small scale and seasonal business, instead of paying more attention to opportunities for cooperation and mutual development.

In the agricultural logistics sector in Vietnam, a large number of smallholding procurement, transportation and processing businesses are still dominating. These businesses often lack the equipment and infrastructure needed to run efficient supply chains, resulting in both quantitative and qualitative losses.

Meanwhile, international experiences show that use of cold storage chains will provide reliability for export agriproducts, fish products, vegetables and fruits moving forward.

While for the last decade, the cold storage capacity in Vietnam has quadrupled, such increase has mostly taken place in South Vietnam and in the fish export business. The cold supply chain for food products sold on domestic markets through local restaurants and supermarkets is still underdeveloped. Most of the businesses in cold supply chains are domestic, small-sized firms (48%). As a consequence, these supply chains are often cut off into segments, and are unable to operate seamlessly. The small size and fragmentation of the supply chains also result in the lack of high value activities, including agroprocessing, packaging, labeling, merchandise transshipment, setting up shelves at stores, among others.
Agriproduct producers and distributors, restaurants and supermarkets need to work more closely with cold supply chain service providers to emphasize more on value, quality and the contiguousness of the entire chain. Choosing low priced logistics services does not often provide the wanted cost saving effects. That is the case because smallholding providers usually offer low prices, but lack quality control and food safety standards, resulting in higher losses from goods damages, contamination and so on. These are the hidden costs that businesses are often unprepared for. To that end, for agriproducts to remain in good quality in storage and transportation, businesses need to think twice about whether to choose cheap logistics services and all-encompassing, high value logistics.
	Box 4. Logistics in commercial activities at Vinamilk
Founded on Aug. 20, 1976, Vinamilk has to date developed to a leading company in Vietnam in terms of manufacturing and providing dairy products, and launched itself as a Top 10 Vietnamese powerful brand name, shipping more than a million tons of products each year from its 13 production facilities. Vinamilk not only has a dominant 75% domestic market share for dairy products, but also exports its products to many countries around the world, including US, France and Canada. Vinamilk now offers over 200 different milk products and other dairy products, including condensed milk, formula milk for children and adults, nutrition powder, fresh milk, yogurt drinks, soy drinks, cheese cream, fruit juices, biscuits, purified drinks, coffee, tea, among others. The company wants all of its products to meet international standards. 

In Vinamilk’s business and development strategy, investment in dairy cow farms that can take care of their fresh milk supply is a vital strategic goal and a long-term plan that can help Vinamilk to upgrade product quality and localization of source materials.
The current herds providing materials for the company include Vinamilk’s own dairy cattle farms and farmers providing contract-based milk to Vinamilk, with a total count of more than 120,000 dairy cows, providing about 750 tons of material fresh milk a day for the production of assorted fresh milk products. With new plans for farm development, the company intends to raise the total herd at both Vinamilk’s and partner farmers’ farms to about 160,000 cows by 2017, and approximately 200,000 cows by 2020, as the material milk output by 2020 will more than double to 1,500-1,800 tons a day, safeguarding the abundant supply of pure and fresh milk for millions of Vietnamese households.

Vinamilk has set the target of developing fresh milk source areas to substitute imported materials over time, by supporting farmers through contract farming schemes and continuing development of the milk purchasing outlet network. Compared to 2001 when the company had 70 fresh milk middle outlets, the number now is 82 dealers across the country, purchasing about 230 tons a day. These middle outlets are organized in a far-reaching and reasonably distributed system to help farmers delivery milk conveniently in the shortest amount of time possible.
The front-end supply process at Vinamilk consists of imported materials and source materials purchased from domestic dairy cow farmers. Vinamilk maintains an on-going strategy of preferring input supplies from advanced agricultural areas, adopting high standards and requirements for food quality and safety. Imported material milk may be bought through intermediates or directly before being transported to production facilities. Vinamilk’s current main supplies come from US, New Zealand and Europe.
Dairy cow farmers provide material milk for the company’s production chain through milk purchasing outlets. Milk purchased from the farmers must always meet the strict quality standards defined in the contracts between Vinamilk and domestic dairy farms. Fresh milk purchasing outlets buy material milk from dairy farmers, measure, weigh, and inspect the milk to make sure of the quality standards, put the milk in storage and transport it to production facilities. These outlets will update the farmers of the quality, prices and required quantities. They also pay the dairy farmers for the merchandise.
The company’s plants are higher automated and have smart, advanced and efficient warehouses in place. 

Over the last five years, Vinamilk has invested more than VND6,500 billion from its own-source capital to build many highly automated factories at an advancement level on par with the region and the world. Vinamilk’s milk factories are equipped with state-of-the-art pasteurized fresh milk production lines and foremost manufacturing technologies, and operate on an automated, closed-loop chain, from source materials to output products.
From the two first dairy factories - Thong Nhat Milk Factory and Truong Tho Milk Factory, Vinamilk now has in total 13 mills across the country, spanning from the North to the South, with the crown jewel among them a super dairy factory making fluid milk with a pasteurized fresh milk production line installed with advanced equipment and top-of-the-line manufacturing technology.
Vinamilk’s Binh Duong-based super dairy factory is one of the few factories in the world that apply the most advanced automation technology used by Tetra Pak Group. Built on a 20-ha parcel of land, the facility has a stage 1 capacity of over 400 million liters of milk per year, as the next phase starting in 2017 will raise the capacity to 800 million liters of milk per year.
Fully automated LGV robots move pallets filled with final products to the smart warehouses. These LGV robots also move rolls of packaging materials and supplies to the right machines, all automatically done. The LGV robot system may recharge its battery on its own without human interference.
The factory also has a best smart warehouse system in Vietnam, with a total size of 6,000 m2 and 20 entrances and exits, a length of 105 m, height of 35 m, and 17-story shelves providing 27,168 storage cavities. Stock entry and release is done automatically with 15 self-propelled rail guided vehicles (RGVs) moving final product pallets into storerooms, as 08 stacker crane robots put the pallets in place. Import and export goods management is done using the Wamas software system.
The system used at the factory is based on the automated solution of Tetra Plant Master, allowing connection and integration in the entire plant, from source materials to the final products. In this process, the factory can control every activity taking place inside the plant, and continuously monitor and control quality. The Tetra Plant Master system also provides all the data needed to help the factory continuously improve production and packaging performance.
Added to that, the Wamas stock management system integrated with an ERP management system and Tetra Plant Master automation solution offers smooth and seamless operations of the factory in all activities, from production planning and purchasing to release of final products.
Vinamilk has also had in place a far-reaching distribution system and rely on it as the backbone of its long-term business strategy. Competitive prices are also a strong suit at Vinamilk, as most other products in the same group on the market are pricier than Vinamilk’s. 

The company’s annual report for 2016 shows that while coming in only in third after sales support and promotion expenses, transportation costs as of Dec. 31, 2016 were as high as VND774 billion. That is when the company still manages 80-90% of its logistics operations, and about the 10% left is assigned to external vendors.
In October 2014, the Saigon Newport Logistics Service Center (SNPL) became the formal logistics solution provider for Vinamilk on a nationwide scale. The company’s logistics expenses currently take up about 15% of the cost price. This is a sizable figure and the company needs to put in more efforts if its supply chain is to be improved.
A turning point in Vinamilk’s sales and logistics policy is the start of the “Vietnamese Milk Dream” e-commerce webpage, designed to offer and deliver to the doorstep a wide variety of dairy products. 


3. The logistics picture with industrial businesses

Among different production and trade sectors, industry is the one affected the most by logistics, given that the demand for transportation, warehouses and administrative procedures may heavily influence product quality, delivery lead-time, productivity and performance. Recent improvements have been reported regarding warehousing or distribution procedures, and importantly, many major industrial businesses can take care of their own needs or use external vendors conveniently, as they are big quantity players, thus having the bargaining chip in negotiations. The biggest problem for many industrial businesses, however, is transportation, whether it is road, railroad or waterway. 


In fact, it costs industrial businesses the most amounts of time and efforts for transportation when necessary changes to internal movements of merchandise (among production lines, from workshops to warehouse or delivery points, and so on) are slow to occur, and external movements (from the place of business to export terminal, delivery point, and so on). Consequently, compared to foreign industrial companies, Vietnamese businesses have much poorer performance when it comes to distribution, hence lower overall competitiveness. 


Industry in Vietnam will continue to face a daunting task if logistics does not evolve to where it should, and the overall service infrastructure does not improve. Statistics from the field for example indicate that cement production cost increases by 3-5% from transportation expenses. The reason for this cost increase is that road transport is costly, whereas waterway or railway transport cannot be used, given the poor capacity of these two transport modes. Vietnamese logistics businesses are mostly small in size, fragmented and uncoordinated, and only provide transportation, warehouse, and paperwork brokerage services relating to import, export and freight transport. Major logistics businesses offering lump sum services are often foreign-owned (FDI) companies, offering higher logistics fee levels, thus narrowing the choice available for manufacturing and trading businesses. 

Among light manufacturing sectors, textile has massive import and export volumes in Vietnam. By estimates of the Vietnam Textile Association and Vietnam Logistics Business Association, Vietnam’s total textile export turnover in 2017 was about USD30 billion, including 9.1% of logistics expenses, or approximately USD2.7 billion. Logistics plays a vital role and helps improve business competitiveness by cutting transport lead-time, increasing reliability and cutting costs for businesses. The aforementioned criteria may be further improved with the close coordination between logistics businesses and textile exporters. If textile exporters and logistics service providers can cooperate with one another, both sides will benefit from competitiveness improvements. However, to have fruitful cooperation, businesses need to understand their strengths and weaknesses to compensate one another with willingness and on a win-win basis. A healthy competitive climate will help bring down the overall price level and improve service quality, while ensuring the overall growth of domestic logistics businesses. Added to that, restructuring the supply chain of exporters will create a bonding effect, facilitate and promote logistics service development.

A unique feature of the textile industry is that it imports raw materials and exports final products, and in that process, businesses may combine the use of logistics services for imported materials and export goods. Such a combination will help reduce freight charges, lead-time and procedures. 


It is worth emphasizing that for textile in particular as well as other industries, cutting cost and improving timely shipment, providing convenience to customers in the course of transactions, is synonymous with enhancing businesses’ competitiveness in a sustainable way. 
	Box 5. Logistics for commercial activities purposes at Nha Be Garment JS Co.
In April 2005, Nha Be Garment Co. went public and transformed from a state-owned enterprise to Nha Be Garment Joint Stock Co. It was also in this period that the company rolled out its depth investment plan to upgrade technology processes, equipment and worker’s skills. The purpose is to create key product lines, including high-end, high added value suits, shirts, among others, thus building the competitive edge, and targeting the key markets of US, Japan and EU. To date, Nha Be Garment has been rated by customers as one of the leading providers of suits in Vietnam.
The company’s export turnover for 2012 was USD428 million, USD480 million for 2013, USD514 million for 2014, USD651 million for 2015, USD729 million for 2016, and anticipated USD820 million for 2017.
Nha Be Garment’s export turnover (million USD)
[image: image26.jpg]9008
000
7008
so0e.
5000
000
3000,
2000
1005

|SMIII

2012

P

2014

15

06

2017 kit




In 2015, the company made a game changing move by applying the Lean manufacturing process and the comprehensive Lean ERP system across the company functions. Productivity and quality improved drastically when wastages and irrelevant factors are removed from the production process to cut costs, thus improve competitiveness and build trust with customers. 
Nha Be Garment now has a 300-store system spanning major provinces, cities and commercial centers all over the country.
Nha Be Garment Corporation also formed an NBC Logistics Co. to take care of its own cargo handling and export procedures for its products. NBC Logistics has since produced greater efficiency and helped the parent Nha Be Garment JS Co. to inch closer to achieving its overall development goals. To make it easier to complete required procedures, NBC Logistics set up a representative office in Shanghai, China, drawing many other textile companies in need of export services. To date, by taking care of its own logistics needs for about 70% of the merchandise, Nha Be Garment has been able to save a lot of costs. From the approximately VND6 billion spent to export products, the company needed less than VND4 billion in 2016 for the same jobs. For small and medium sized enterprises, however, own-source investment in logistics is a demanding task, while efficiency is unsure. It would be useful for businesses to come together in mutually supporting chains, but assistance from relevant authorities is also needed.


CHAPTER VI 
TECHNOLOGY AND HUMAN RESOURCES TRAINING 
___________________________________________________________________________

1. Existing technologies used in logistics 



A VLA survey in 2016 reveals that use of information and communication technology (ICT) in logistics operations of domestic businesses is still at a very modest level (mostly concentrated in customs declaration and GPS, see Figure below), whether it is solutions, the equipment used or ICT staff. No company has applied automation systems for warehouses and distribution centers.



Vietnamese wholly domestically-owned businesses need a breakthrough in applying ICT to improve service quality, productivity and even change the way they do business to remain competitive in the future.

Figure 24. Percentage of logistics businesses applying technology and information technology in their commercial activities
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Source: VLA, business survey, April 2016
1.1.  E-customs:
From April 2014, the Viet Nam Automated Customs Clearance System (VNACCS) officially went live with support from Japan. A highly automated system, VNACCS will slowly replace the older e-customs system. VNACCS allows connection with other regulatory authorities to implement the Single window mechanism, allowing importers to complete the procedures to obtain export/import licenses, food safety certificates, and so on.
To use VNACCS, businesses need to have in place an e-customs declaration software that can connect with VNACCS. The Customs Information technology and Statistics Administration, General Department of Customs, have to date accepted five entities with software systems that meet the technical requirements to connect to the Customs office’s automated clearance system, including (1) ECUS5-VNACCS software, of Thai Son Technology Development Co., Ltd.; (2) FPT.VNACCS 278 software of FPS FPT Information System Co. Ltd.; (3) CDS live 4.5.0.8 of GOL Trade Services Information Technology Co. Ltd.; (4) ECS 5.0 of Softech JS Co.; and (5) iHaiQuan 2.0 of TS24 JS Co.
 

Any exporters, importers, logistics service providers, or other organizations, agencies and businesses in need may easily register to use VNACCS, as the registration will be completed within just one working hour. Provision of guidance and support is readily available from the General Department of Customs and e-customs software providers. More than 100,000 entities have registered to use the system. According to the General Department of Customs, more than 94% of the users have expressed satisfaction with VNACCS.
1.2.  Satellite-based global positioning (GPS)
Since developed for civilian use, the Global positioning system (GPS)
 has quickly been welcome. One of its most effective applications is in the field of transport vehicle management. In addition to mobile short messaging (SMS)
 and Internet technologies, GPS enables the development of basic applications, as follows:
- Accurate roaming positioning, but requiring internet connection and supporting applications, such as Google map or HERE Maps to find ways more accurately;
- Vehicle management and coordination, owning to the ability to pinpoint vehicles’ position, travel direction, distance and destination accurately; review of itinerary with timelines and speeds; report of mileage on maps; issuing speeding and out-of-range warnings; keeping track of the fleet’s logs;
- Knowing the exact location of vehicles at every road corner (vehicle position shown as a blinking dot on the map); identifying the speed and time of travel or stop; knowing the current path in real time;
- Anti-theft application for chauffer-less vehicle rental, and so on. 
The Ministry of Transport released QCVN 31:2014/BGTVT - National technical code regarding installation of ‘black boxes’ for trucks, cars, buses, container trailers, and so on, and required installation of journey monitoring equipment starting from Jan. 1, 2016 (a.k.a the ‘black box’). Accordingly, vehicles will need to be installed with appropriate journey monitoring equipment that complies with the latest rules of the Ministry of Transport on the minimum technical requirements for affected types of automobiles. The pathway for black box installation on trucks varies for vehicles with different payload capacity, and the deadline for black box installation is July 1, 2018.
A black box must be comprised of: hardware components, such as CPUs, data recording, storage and transmission components, clock for real-time recording, GPS data component, driver’s information component, connection ports, equipment performance notification component, and so on; and software for data analysis. The journey monitoring equipment must have the capability of uninterrupted recording. It must be able to receive, store and transmit data over the internet to the business’s server. As required by applicable regulations on information about the use and operation of the vehicle, a truck black box must be able to record the working time of the driver, frequency and length of stops, time, speed, distance and coordinates of the vehicle for every minute of the entire journey.
To date, 53 businesses have been recognized as eligible providers of vehicle monitoring equipment in line with QCVN 31:2014/BGTVT.
1.3.  E-Tracking/Tracing for merchandise
This is a technology that has been commonly used in developed nations. Service providers need to have in place information systems that guarantee provision of customer support services accessed via an internet-based interface to know of the merchandise status, including at least one of the two features:
a) Access to the status of the consignment in transit via the bill of lading number or container number, for international forwarding service providers; and
b) Access to the status of inventory, for warehouse, inventory and distribution service providers.
While the requirements are simple and necessary conditions for businesses to get involved and provide logistics services to customers, most forwarding/logistics companies in Vietnam are not qualified. A VLA member survey reveals that 39% of respondents have had this application. While the survey participants are relatively big businesses and have the means to do so, the rest of the market are mostly small-sized businesses, and those having used information technology to meet the aforementioned requirement are estimated at only about 1.5%.
1.4.  Warehouse management system (WMS)
WMS is talked about as a warehousing service management and coordination system, especially for 3PL companies. There are no regulations imposing obligatory application, but as a common practice, logistics and distribution service providers must definitely have this system installed. Key capabilities of WMS include:
- Accepting requests (receiving requests for services and supporting provision of quotations)
- Order processing (when an order comes in from the customers)
- Management of warehouse activities (acceptance of stock, storage, tally and release) 
- Reserves management (safe reserves, stock top-up, stock-taking etc.) 

- Quality assurance (quality control, testing, trial etc.)
- Product maintenance (maintaining performance and quality as required)
- Trucking plan (loading, transporting, delivery)
- Customer services (meeting service users’ requirements)
- Accounting - invoicing (cost accounting, issuing invoices for multiple customers)
- Security management (connecting with security systems, incident prevention)
- General affairs - human resources management (employee assignment, payroll etc.)
- System install features (depending on the services required) 
- Reporting, analysis (productivity, performance, efficiency)
- Open-ended features - other add-ons to existing services.
In addition to guaranteeing the abovementioned features, WMS has to connect effectively to other systems, especially the customer’s enterprise resources planning (ERP) system, allowing multiple warehouse management in different countries to support regional or global distribution strategies.
New generation WMSs must also connect to warehouse control systems (WCSs), often functioning automatically with programmable logic controllers (PLCs), embedded with artificial intelligence, in lieu of traditional standard management procedures.
There is currently a limited supply of the WMS systems mentioned above in Vietnam. Most domestic software companies do not fully understand the expectations on the system features, the business model of logistics service providers, while technical support teams are often inexperienced.
Transnational logistics corporations often have systems installed in many other countries, and upscale that when they come to Vietnam. 

In respect of domestic companies, only major companies specialized in distribution warehousing, including some affiliates of Newport Corp., are transforming from ICDs to import/export distribution centers, and Gemadept Logistics, VINAFCO, U&I, TBS, Transimex, and Sotrans are developing WMS applications. These businesses often face a daunting task developing these applications, and buying foreign products is a common option, but installation and operation is also challenging, and internal connection with customers’ needs better solutions.
Most small-sized warehousing companies do not have a good management system, as those having applied WMS are still less than 10%.
1.5.  Transportation management system (TMS)
TMS system for logistics services need to have the capabilities for simultaneous management of freight transportation using different modes, across different border, but conducted by a single operator - the Multimodal transport operator (MTO)
. 

TMSs take on the following key roles:
- Selection of transport modes
- Supporting CFS activities
- Route planning and scheduling
- Handling return requests
- Supporting access to consignment status
- Payment of charges and fees.
TMS must also be able to connect to the nodes along the supply chain, such as warehouses and ports, to update on the shipment status, and connect well with ERPs and WMSs.
Professional TMS providers in Vietnam are still few in numbers, while installation is also challenging given that connection and data syncing with shipping lines, airlines, customs offices, seaports, airports, and internally within logistics companies are too complicated.
World class companies can do this, often system integration practitioners such as DHL, FedEX and UPS, and 3PL companies, including DB Schenker, Expeditors, Panalpina, Kuehne + Nagel, Ceva Logistics, Logwin, among others. 

No domestic company seems to have reached the above level, though businesses may put in use domestic transportation management systems and fleet management systems, or use traditional forwarding services management tools developed by domestic providers such as Fast, Vi Doanh FMS and others, at an coverage rate of less than 10%, and the majority are using MS Excel worksheets for their home-grown solutions. Integrated systems designed for small and medium sized companies are not yet in existence in Vietnam.
1.6.  Terminal operating systems (TOSs)
TOSs represent terminal management systems. Except for application at international ports which often use large and advanced management and operating systems and are mostly automated, Category 2 and 3 ports, inland terminals and ICDs all need a TOS capable of planning for vessel acceptance, making terminal handling plans, in and out coordination, vehicle and cargo management, cost and invoicing, customer services and so on.
This is more a niche business, given the few number of existing terminals, hence the few number of domestic providers also.
A company with a considerable customer base (nearly 20 customers) called Port Logic has been in existence for a decade, but the technology it uses to develop its products is still not upgraded, and the systems currently used by the customers are not likely to continue working for many more years, hence a pressing need for technology innovation.
The Ministry of Transport has planned on reviewing and renewing licenses for ports and docks through an improved procedure. Moving forward, when water terminals must be revisited in terms of location, business model, governance, system tools and so on, this demand will likely skyrocket, with nearly 1,000 such terminal in Vietnam.
1.7.  Enterprise resources planning (ERP)
ERP serves as an effective management tool for manufacturers to keep track of their entire operation, including all the supply chains. ERP needs to connect to logistics management system, especially outsourcing activities.
Fundamental features of an ERP system include:
- Sales management
- Production planning management
- Purchasing management
- Reserves management
- Transport - Delivery management
- Production management
- Quality control
- Financial management
- Human resources management
- KPI management.
Large companies using this system often choose world renowned providers such as SAP or Oracle. Installation and calibration needs at least one year. For different reasons, most small and medium sized manufacturers in Vietnam cannot afford this system.
At this point and going forward, owing to the development of open source software and cloud computing, the opportunities to set up more compact ERP systems for SMEs will be very real. 

1.8.  Logistics trading floor
This is where commodity services are traded as an online service for 3PL logistics service providers, forwarders and transport companies. It allows transport companies to conduct searches on a database the transport needs that await be to meet and advertise what they can do. 

Service providers can advertise their services and freight fees, and carriage capacity with the available vehicles and storage spaces. 

These systems provide a platform enabling transport companies to provide transportation-related information to operators such as forwarding agents and logistics companies. They allow forwarders to carry cargo privately or publicly for a large number of customers in need. Online systems often work on a subscription basis with a small fee collected for advertisement (posting) and search (enclosed with consulting services).
There is no logistic trading floor in Vietnam yet, and instead only a handful of transport trading floors. As of September 2017, service users may find on the internet the five top research results:
- VinaTrucking (www.trucking.vn): A transport trading floor maintained by Transport Trading floor JS Co. Vinatrucking (HCMC); Current data indicate that 496 vehicles are looking for cargo and 3 consignments awaiting truckers, with the freight consisting of 8 tons of cargo and 4 containers.
- The Carriage trading floor (www.sanvanchuyen.vn): The Vietnam Freight Transport Trading floor is run by Microzon JS Co. The webpage returns a ‘cannot connect’ error.
- VTruck (www.vietnamtrucking.vn), run by Vietnam Transport JS Co. (Binh Duong). Historical data indicate 8,283 deals were successfully closed (about 20 deals per day on a good day); 492 trucks are looking for cargo, and 245 consignments are looking for a trucker. There is no closed deal on display at 10:53 a.m. 

- IZIFIX (www.izifix.com): A Road-River-Sea transport trading floor, run by IZIFIX JS Co. (HCMC), with a considerable number of river-and-sea vehicles and short-distance sea vessels traveling to other countries in the region listing on the floor. Participants are provided with user instructions on smartphones.
- HANEL transport trading floor (www.vantaitructuyen.vn): this trading floor seems not very busy, with only 13 trucker search results and 9 cargo search results, displayed in 2016.
Local transport trading floors went live since late 2015 and are expected to offer numerous benefits for businesses and the economy as a whole. The purpose of a transport trading floor is “to help cargo owners save 30% of transport costs and help transport service providers to add at least 50% revenue, and mitigate wastage for the society from the 60% of vehicles running empty due to cargo starvation”. Some are even in the opinion that this will be a revolution in the transport service business. Nevertheless, existing trading floors are generally on a survival mode, as there are so very few participants and successful deals. There is a scarcity of freight traded on the floors. The throughput on these floors is less than 1% of the market total volume.
2. New technology trends in logistics 

2.1. Use of robots in warehouses

There are two type of systems, categorized mostly by how merchandise is put in and take out of the warehouse: one is the “Automated storage and retrieval system” - ASRS
, and the other is “Goods to men” - GTM
. 

ASRS is often used for final product or material warehouses with reasonably high consistency levels, and the use of automation is to improve productivity and efficiency of space use, while minimize the human factor for security, safety and overtime work reasons, among others. ASRS warehouses often have a height of over 20 meters and as many as 20-25 shelf stories. They use ASRS robots. 

There are not many ASRS providers in Vietnam, as it looks like only Schefer from Germany has a representative office here, with only one major project with Vinamilk in Binh Duong. Other than that, no company has invested in ASRS warehouses in Vietnam.
GTM is suitable for warehouses with a very large number of merchandise items, small order sizes and high turnover rates, i.e. e-commerce merchandise. The first application of this system was initiated by Amazon. Amazon now has 45,000 robots for retrieval and restocking. They also have a dedicated robot function (Kiva systems), which is a company acquired to provide this proprietary solution to Amazon.
An Indian startup company also offered a similar solution in 2015, which is Grey Orange with the “Butler” robot. They have been supplying to projects in Japan, Korea and Hong Kong. 

In Vietnam, Logistics Stars Link is the entrusted supplier of this system. This technology was first introduced at the “Infrastructure development, merchandise flow enhancement and use of technology in logistics” workshop held by the Ministry of Industry and Trade on Oct. 19, 2017 in HCMC.
Forecasts by a reputable consulting firm indicate that the demands for robot automated warehouse equipment will drive a strong market growth in the next five years, with the booming of e-commerce. The annual average growth will be 65%, with a realizable market value for 2017 of USD3 billion, which will soar to USD20.5 billion by 2021.

It has been reported that Amazon is studying the market in Vietnam and find logistics partners. Alibaba has also had similar activities.
There is no Vietnamese companies saying they want such technologies, and businesses are generally still concerned about the upfront cost and implementability. 

2.2. 
 Automated stock tallying center
Cargo tallying (division, selection, classification) during transport is traditionally done semi-manually with barcode application to identify packages, before a worker takes over for manual classification at transshipment and forwarding nodes. When the number of orders and processing speed increase, and manual accuracy fails to meet the higher demand of the job, automated tallying equipment will be needed.
This kind of equipment is designed in linear or circular lines, with one or several inlets and a lot of outlets, which are the final destinations or required classified groups. It can split and select common goods such as envelopes, packages, boxes, cartons and sacks of unidentified forms. The design weight is on average no more than 20 kilos per package. The average productivity varies depending on the demand, anywhere between 1,500 and 6,000 packages an hour. A large capacity device may process 18,000 packages an hour. Transport modes may include road, air and others.
Providers often come from EU, China, Thailand and India. In Vietnam, Logistics Stars Link is known to have offered the Grey Orange system.
Express forwarding, transport and e-commerce delivery businesses (all in the logistics business) are intended users of this system, though a challenge exits that providers do not always fully understand logistics practitioners’ business processes, and on the other end, logistics practitioners do not know much about automation and IoT.
As such, all major and highly potential companies still do the sorting by hand so far (VN Post, Viettel Post, Lazada, Tiki, Kerry Express, Nhat Tin, 24/7, 365, VinCommerce, among others).
2.3. Augmented reality/Virtual reality
Augmented reality (AR)/Virtual reality (VR) are technologies that integrate information such as sound, video, graphics or GPS data from computers with the user’s real vision. AR is quickly emerging as an important technology that helps connecting the real world and virtual world. In logistics, this technology may help workers quickly identify cargo information, thus speeding up the processing pace.
DHL has experimented AR in Europe and US by equipping warehouse workers with smart AR goggles, which help them easily retrieve merchandise based on the orders received and speed up the retrieval process by more than 30%. AR may be useful for any employee who does not sit at a desk but needs necessary information without using their hands. 

AR’s benefits include better efficiency, fewer errors, less training and optimal use of human resources. There are still however a few technical issues such as performance, battery life, dimensions and weight, but analysts believe that these technical barriers will be resolved in just a few more years.
No application of this technology has been seen in Vietnam.
2.4. 
Automate manufacturing and online sales

This is a trend that used to be partially applied by advanced world manufacturers, but today it is safe to say that it has evolved to a full-blown automated manufacturing-trading chain, and this trend will be popular very quickly in the near future. 


The evidence is that Nike has been downsizing on plants relying on cheap labor in Asia and shifting to automated manufacturing over time. They are effectively cutting the number of plants by doing that.
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The company shut down 200 factories all over the world in the last four years.
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Vietnam will be affected the most since it has the largest number of workers involved.

Transformation toward increased automation has two major benefits. First, with reduced costs, Nike may improve significantly its profit margin. Secondly, this also helps the company to create new designs more quickly to meet the needs of consumers whose fashion tastes are improving. Use of automated manufacturing technologies helps the company to cut prices by nearly 50%. Analysts
 anticipate that by using the Flex production process to make Air Max 2017, one of Nike’s best-selling product lines, labor and material costs will go down by 50% and 20%, respectively. This is equivalent to a total earnings gain from 12.5% to 55.5%.

Online shopping is contributing an increasing share in the revenue of retail business. “Next day delivery” or “Same day delivery” services are getting more and more common, with ever more options for timing and mode of delivery. As Amazon is preparing for their entry to the market in Vietnam, they have been approaching reputable logistics companies to choose the delivery solutions that work best for them on the ground. 

Retailers will be expanding their distribution networks ever more and place outlets close to populous areas. Businesses awareness and transport technology will help logistics businesses and retailers save the expenses that would otherwise be spent on inefficient use of energy or routing choice. Many retailers have set up their own e-commerce delivery systems. Being prepared for new trends and innovation in various dimensions will help retailers and businesses to hold on to and expand their market shares. The race will start, first and foremost, at the delivery process, followed by omni-channel distribution arrangements.
2.5. Delivery on call

The success of Uber has resulted in a large inflow of investment in “Uber-for-X” businesses, where smartphones are used to connect consumers with nearby service providers. This led to a large number of startups entering the “same day delivery” and “within the hour delivery” market. 


Fast delivery is combined with the convenience of placing order anywhere and the availability of merchandise at traditional physical retail stores. The convenience and low-cost same-day delivery ability represent a retail model of the future and has been increasingly accepted by consumers. 


Fast delivery and the increase of on-call consumption have led to the major equity financing deal for delivery startups. On-call delivery technologies will be used by companies in the industry, given the need for fast innovation and higher flexibility in supply chains.

A few businesses have started off in this way in Vietnam, with Giaohangnhanh an exemplary case. This company has rapidly expanded to a 3,000-strong delivery team.
2.6. Delivery by drones and droid robots

Amazon and Walmart started experimenting using drones to monitor inventory and deliver small packages as well as in-store delivery. The market for this smart device is anticipated to grow at an accumulated annual rate of 20.7%, recording USD22.15 billion by 2017.


In addition, droid robots delivering small packages that can move around on the sidewalks are also a most potential option for logistics, retail and e-commerce companies. Robot-supported delivery solutions will help businesses resolve the problem of last-mile delivery, which accounts for 30-40% of the total delivery costs, thus effectively cutting delivery costs.
2.7. Omni-channel distribution

Omni-channel distribution is a multi-channel approach that offers seamless shopping experiences for consumers, whether it is online shopping using smartphones, personal computers, telephones, or shopping at physical stores. 


Consumers’ experiences in omni-channel distributions involve a mix of different channels, for example, a customer care agent at a physical store may make immediate reference to the customer’s last purchase just as a customer care agent doing so via a smartphone or webchat function. Users on a computer may check merchandise availability on the company’s website and place order via telephones or at selected physical locations.
3. Setting standards and codes for logistics services

As a special line of business with an inter-sector and multi-sector nature (referred by some as “super-sector”), compliance with established standards will help logistics to achieve more benefits. In some instances, compliance with standards is also mandatory.

3.1. Mandatory standards and codes

- Standards requiring employees working at specific positions must be trained and strictly monitored, pertaining to operating specialized equipment and machineries, security, safety or compliance with other specialist standards;

- Standards required of transport and traffic infrastructure, especially with sectors that use technology and have many options for development, such as railroad and airway, with special attention to multimodal connection needs;

- Standards for the design, manufacture and operation of transport vehicles, loading/unloading machineries;

- Standards and codes applicable to infrastructure, ports, terminals; 


- Standards applicable to packaging, containers and containing equipment in shipping (containers) and air transport (ULD);

- Standards and rules applicable to dangerous goods (classification, packaging, declaration, labeling);

- Standards and code on food safety, pharmaceuticals, agriproducts, among others that nations must comply with;

- International trade rules such as Incoterms, international treaties;

- Safety and security initiatives in line with guidelines of international organizations such as IMO, ICAO and others;

- New and extremely important: new standards and rules on technology use, such as autonomous vehicles, electric vehicles, unmanned aerial vehicles, spaces and frequency of use, big data communication channels, electronic data transmission, and so on; 


Recommendation-like rules:

- Regulations on types of logistics centers: from the nation’s gateway to national, regional, provincial level centers, distribution centers;

- Regulations on packaging dimensions and standard weight in express delivery;

- Supply chain safety initiatives such as US C-TPAT, EU AEO, Singapore’s STP, and others;

- Regulations on documentations, such as FIATA’s multimodal transport bills of lading;

- Regulations on IATA’s e-Airway bills.
3.2. The benefits of standards and codes

- For the workforce: Improving employees’ competency in the industry, value of the work being done, recognition by international professional community;

- For national security and public safety: Guaranteeing safety and security in transportation and storage of goods in international trade;

- For businesses: Higher efficiency and performance of equipment and infrastructure by putting in better use spaces, equipment, warehouses and terminals;

- Shortened time for inspection, order and documentation processing; Improved facilitation in cross-border trade and international commerce.
3.3. Examples on standards from Japan

- Personnel: There are over 300 different certificates for personnel working in logistics in Japan.


- Truck drivers: In addition to a normal driver’s license, regulatory authorities in Japan will issue a “Safe driver’s license” for those having the knowledge and skills for safe driving, and “Economy driver’s license” for those who know to do multiple jobs and practice saving for trucking companies.

4. Logistics human resources training

4.1. Competency standards for logistics professionals

There are many regulations of international organizations in the field of transportation, trade, customs, professional associations, and so on, put forth for professionals working in transport and logistics. Some of them are mandatory and some are recommended.
Here are a number of standards from major organizations:
· Guidelines of the International Maritime Organization (IMO) on training of employees involved in maritime transport, applicable to port authorities, port operators, shipping lines, forwarding - logistics companies, cargo owners
, updated every four years;
· Guidelines and technical instructions of the International Civil Aviation Organization (ICAO), International Air Transport Association (IATA) on training of employees involved in the transportation of dangerous goods by air, applicable to airports, land-side services, airlines, forwarding-logistics companies, cargo owners
; these regulations are updated annually, and personnel are granted certificates valid for two years. 

· Minimum standards of the International Federation of Freight Forwarders Associations (FIATA) on training managers for international forwarding and transportation; member nations need to update the rules every four years.
· FIATA’s minimum standards for supply chain management training (since 2009), updated every four years; 
· Supply chain security initiative of the World Customs Organization (WCO).

Economic cooperation organizations and professional alliances in the region also have their own recommendations on logistics human resources, to be more specific:
· The Australian government provides financial and consultant support for the development of Professional standards in transport and logistics for APEC. With participants from Australia, China, Vietnam, the Philippines and Indonesia, a final workshop was held in 2016 on the five professional standards - “International forwarding and transport”, “Warehouse monitoring”, “Warehouse employee”, “Logistics employee” and “Supply chain management”
.
· The ASEAN Federation of Forwarders Associations (AFFA) had in place an initiative creating the Working group on Education and Training in 2009, which later evolved to the Education and Training Advisory Board in 2014 as recommended by Vietnam. AFFA conducted surveys on the ten member states regarding the training needs for logistics service human resources in the vision of ASEAN Economic Community (AEC).
Developed countries have in place specific regulations and special supporting programs for logistics human resources development:
· Singapore’s skills and competency standards system, developed to closely reflect industry’s requirements; In addition to higher education, the (public) 3-year Polytechnic training, from the 10th grade, and 2-year Institute of Technical Education (ITE) can provide 70% of the human resources needed by industry. The government also has in place the Singapore Workforce Development program, providing 90% of funding support for participants to help them switch to the logistics profession.
· Japan’s skills and competency standards system - consideration and application for Japan - ASEAN cooperation: Japan’s logistics skills and competency standards applicable to the cooperation program with ASEAN, are part of the logistics and distribution system support program of the Japan’s Ministry of Land, Infrastructure, Transport and Tourism, where Japan’s 300 different certificates for logistics personnel apply.
4.2. Logistics training needs
Logistics workforce is needed for service suppliers and manufacturers, traders and other service providers alike.
· Personnel for logistics service providers:
In a context of intense competition toward an international integration propensity, the logistics services sector in Vietnam requires a high quality workforce in terms of skills, specialist knowledge and English language. Nevertheless, the existing human resources in the logistics sector are in shortage, both qualitatively and quantitatively. A VLA study indicates that in respect of human resources for logistics companies alone (not including river, road, sea, air transport, express forwarding and port operation companies), between now and 2030, 250,000 industry professionals will be needed through pre-service and formal training. Many job positions are in scarcity of manpower, from leadership and executive roles to management, supervision post and even professional staff.
The current logistics training needs may be briefed as follows:
There are 3,000 logistics businesses, each has 20 employees and an average staff size growth of 7.5% (5-10%). This personnel growth rate is set lower than the industry rate of 15-20% to factor in application of technologies and governance performance improvement.
With a 7.5% staff increase in 15 years (2016-2020), the number of workers needed will be 3,000 x 20 x (1+0.075)^15 = 177,532 people.
If the river, road, sea, air transport, express forwarding companies, port and freight terminals are added, which is about 200 companies, each having 400 employees on average, 50% of them having had some form of training, and an annual growth of 5%, at least 100,000 more workers will be needed in the same period of time mentioned above. That will make a total of 350,000 workers.
· Human resources for corporate service users:
 Manufacturers, traders and service providers with an average staff size of 100 employees will need at least four logistics personnel (for import/export management, purchasing, warehouse, transport and distribution), with a logistics workforce ratio of 4%. With 350,000 businesses out of over 700,000 registered businesses in the equation, each with 30 workers, 50% of them having had some logistics training (or close to logistics training), another 210,000 workers will be needed.
Given the low rate of logistics outsourcing as companies choose to take care of logistics business themselves, and an annual demand growth rate of 5%, in the next 15 years, manufacturers, traders and service providers in Vietnam will need another 157,500 workers.
That means in the next 15 years, Vietnam will need to train (350,000 + 210,000 +157,000) = 717,500 logistics professionals at various levels of skills.
4.3. Tertiary level education
Various theoretical logistics components have been introduced into educational programs in Vietnam for some time now, and embedded in such academic disciplines as production organization and techniques, supply organization and management, trading organization and techniques, logistics governance and so on. Nevertheless, only when the local economy was transformed toward a market economy, logistics was started to be approached through more modern business views and put in the formal syllabi of some universities.
Human resources education for the logistics sector at the regular tertiary level has mostly revolved around educational institutions within the commerce and transport sectors: Transport University with different transport disciplines (road, railway, multimodal transport, and recently logistics governance); Transportation Technology University with the logistics and multimodal transport disciplines; Maritime University specializing in logistics training; and Ho Chi Minh City Transport University with the logistics management and multimodal transport disciplines. A total of about 500 students are trained a year.
Besides that, economics and foreign trade colleges have also added academic disciplines or revamped existing programs to include fields of training that the society requires. HCMC Technical Education University launched the logistics management and supply chain disciplines in 2016; International College, HCMC National University, had a new logistics engineering discipline since 2015; Ton Duc Thang University embedded the FIATA-standard International forwarding and transport management program in its high-end International Business Administration program since 2016. Putting together, however, all this will produce only 500 graduated students a year in the next two years.
Other colleges also offering some logistics training include National Economics University, RMIT University, Foreign Trade University, Viet Duc University, International University and so on.
As for registered academic discipline ID, the Ministry of Education and Training informed that another new line has been added for logistics, putting the total to two:
· ID No. 52840104: Logistics and multimodal transport discipline, as part of the (existing) Transport operation.
· ID No. 52510605: Logistics governance and supply chain discipline, under the Industrial management category (to be launched in 2017 after trial).

In fact, many other related fields of study have been provided by educational institutions for many years, including forwarding services and insurance at Foreign Trade University, or economics and commerce disciplines at other economics colleges, which contributes to the overall training capacity of the logistics sector. 

	Box 6. Logistics training at the University of Commerce
At the University of Commerce, the Business logistics field of study was introduced in the regular program from the 1990s, known as “Business and trade logistics”. At that time, logistics was seen as a very supportive activity for business processes at a trading company. 
In 2005, with the advent of the logistics industry in Vietnam (Trade Law of 2005), the Business logistics discipline was formed by the University of Commerce. Business logistics governance, international logistics, e-logistics, distribution channel governance and other disciplines were included in the syllabi, meeting the need for universal provision of modern business logistics theoretical knowledge, and starting to support the development of logistics activities at businesses, in alignment with the evolvement of the market economy in Vietnam.
In 2011, the Business logistics governance manual was published for the first time to meet the need for credit-based education at the time of the University of Commerce, and was also used as a source of theoretical reference for graduate and business administration education.
Since 2012, the university has been making consistent efforts to renew its educational program to keep up with the changing market and society. Accordingly, the Business logistics governance program was consolidated with three course credits for business administration fields of study. Added to that, the logistics landscape in Vietnam has also had very positive progress in a globalization trend as the country enters more deeply in global supply chains with many countries around the world. The approaches and coverage of logistics have changed and widened. Business-based logistics arrangements and activities have been upgraded, supplemented and reaching a new height. For that reason, adjustments and upgrades to the manuals are essential to meet the needs for teaching, doing research and learning in the college, and the need for innovation in the logistics sector as a whole in Vietnam.



At the “Training and quality upgrade for logistics human resources” workshop in Hanoi, Oct. 12, 2017, a number of gaps and challenges in logistics training were pointed out:

- There is a lack of attention from relevant regulatory authorities and schools;

- Trainers, especially those formally trained in logistics, are few in numbers.

- Shortage of practice sites;

- Existing educational programs were not designed in a formulaic manner and lack competency standards.

- Little international cooperation to expand education and training.
4.4. Vocational training

The vocational education component consists of technical colleges, intermediate schools, training centers and businesses involved in training.
· Technical colleges and intermediate schools:



There are only three technical colleges and two vocational schools in HCMC, and one technical college in Hue registering to offer logistics education. But generally speaking, these institutions are still weak in capacity, faculty sufficiency and recruitment capabilities, and are having a hard time delivering. There were event two years when no new student was admitted. Some of the schools had only 19 students in the first year. 


An exception might be HCMC Foreign Economics Technical College, which has no registered logistics training but has in fact provided highly recognized foreign trade and forwarding training, with more than 100 graduates each year.

Dong Nai Irrigation Mechanization Vocational College provides intermediate level “Universal mechanized cargo handling” training, basically training of lift truck drivers (40 learners a year), an occupation that has received the attention of many businesses through job and partnership offers.
· Businesses offering logistics training:


A few businesses in Vietnam have also been involved in delivering logistics training, initially to meet their own needs for logistics personnel. By meeting the needs of businesses, logistics training companies in HCMC, despite the small scale operations, have gained high recognition from both domestic and foreign businesses.
The first entity receiving a “Logistics service management” vocational education certificate was Logistics Knowledge Co. Ltd. in HCMC in 2009. This company has become a member entity and worked closely with the Vietnam Freight Forwarders Association (VIFFAS, now Vietnam Logistics Business Association), investing in training of trainers and development of teaching manuals in alignment with FIATA and AFFA international industry standards. The company is training an average of 400 students a year through various programs.
There are another two registered logistics vocational training institutions in HCMC, though operations seem lackluster. In addition, Vietnam Logistics Institute is another entity providing short vocational courses on logistics. CBAM Management School is also involved in supply chain management training within a WTC program.
A common challenge faced by businesses is that they are often on their own financially speaking, and they cannot afford large scale development.
· Training offered by associations:
Vietnam Logistics Business Association (VLA) started to turn its attention to training from 2008. VLA has been developing FIATA international standard training programs, and successfully defended its International Freight Forwarding Management FIATA Diploma before the an international panel in Switzerland in 2009, before it started recruiting students since 2011; in US in 2012 (FIATA Higher Diploma on supply chain governance; in Singapore in 2013 (defending recertification of the FIATA Diploma); and in Kuala Lumpur in 2017 (defending a second recertification of the FIATA Diploma). The International Freight Forwarding Management training program has completed 25 courses after six years, for an accumulated 500 graduated students, 99% of which found a job they were trained for.
Vietnam Ship Agents and Brokers Association (VISABA) often offered annual maritime freight agents and brokers updated training in HCMC and Haiphong. No data or reports on how many participants received the training are available.
Other associations in the industry, including the Vietnam Automobile Transportation Association (VATA) and Vietnam Seaports Association (VPA) have not disclosed information on their training activities.
· Training offered by professional federations:
The ASEAN Federation of Forwarders Associations (AFFA) conducted a survey on the training needs of ten AFFA member associations before developing an outline for sustainable logistics human resources development for ASEAN logistics service providers to call for sponsorship. As a result, the project received USD540,000 sponsorship from the Japanese government for the design of a core syllabus consisting of 15 modules and training 50 trainers for the ten nations in late 2014, with 07 trainers from Vietnam participating. This program is now ready to be disseminated in the community.
4.5. Update training and on-the-job training
This type of training is very common among companies over the years. Given the challenge in finding formally trained personnel, companies have chosen to provide update training depending on the existing knowledge and skills of the staff, and in-service training, combined with customized coaching provided by external consultants.
Below are specific logistics and supply chain management training activities offered by major corporations:
- Saigon Newport Corporation (SNP): SNP has developed a training center by entering into a joint venture operation with STC training firm from the Netherlands, in addition to cooperation with the Logistics Governance Institute and other institutions to provide training to over 1,000 employees a year.
- Gemadept Shipping Holding JS Co. Ltd. (Gemadept) sent officers overseas for training before returning home to train its in-country employees, and also offered update training for young talents.
- Aviation Logistics Services JS Co. (ALS) has its own training center and is also in partnerships with other entities offering training to more than 500 employees a year.
CHAPTER VII 
COMMUNICATION AND INTERNATIONAL COOPERATION 
___________________________________________________________________________

1. Logistics communication
In recent years, logistics services information, communication and awareness efforts in regulatory agencies and elsewhere in the community have been taking place more regularly with the expedient contributions from the Ministry of Industry and Trade, Ministry of Transport, General Department of Customs, Vietnam Logistics Association (VLA), other professional associations and the mass media, especially televisions and traditional newspapers.
The Vietnam Logistics Forum has been an on-going initiative since 2013, providing a platform for open dialogue between regulatory authorities, the business community and associations, media, domestic and international experts, discussing concerns and solutions for logistics development. The Forum is a made possible by the Ministry of Industry and Trade, Ministry of Transport, and Vietnam Logistics Association, in cooperation with the Vietnam Economics Times.
Following the release of Decision No. 200/QĐ-TTg, Feb. 14, 2017, communication and awareness activities among regulatory authorities and businesses on logistics topics have been promoted through various education and publicity efforts on televisions, newspapers, and via conference and workshops.
 On Jan. 9, 2017, the Ministry of Industry and Trade held the Meeting on logistics development in the Mekong River Delta, presided by Vice Prime Minister Vuong Dinh Hue. The meeting underscored the role of logistics to the overall development of the Mekong River Delta, particularly waterway transport infrastructure and major logistics hubs development to lay the groundwork for business sourcing purposes and effectively meeting the needs of domestic production and trade and export. Major meetings on logistics were also held by Ba Ria - Vung Tau province, Central Cost Economic Zone and Southwest Steering Committee. The Ministry of Transport, Ministry of Finance, Industry and Trade Departments of Hanoi, HCMC and some other municipalities have also continuously launched meetings and workshops providing orientation on Decision 200/QĐ-TTg and logistics services.
The Vietnam Logistics Association is taking the lead role in education and communication on logistics both inside and outside the country. The Vietnam Logistics Research and Development Instituter (VLI) has continuously between 2011 and 2016 held 40 specialist seminars on logistics; delivered more than 100 training courses giving orientation to college students (mostly in HCMC); offered technical sponsorship for logistics contests, including Logistikas 1.0 and Logistikas 2.0 (Foreign Trade University No. 2), LogEx2013, 2015 (Economics and Law University), I-Knowledge Globe 2015, 2016 and 2017 (HCMC Economics University), Logisticom 2015 and 2016 (RMIT University), Demystifying Logistics (International University, HCM National University). 

The media has played an active role in communicating on logistics. The Vietnam Economics Times participates as a joint organizer of the Vietnam Logistics Forum. The Industry and Trade newspaper has regularly covered stories about import, export and logistics. The VTV1 and VTV9 television channels constantly air feature programs, news and reports reflecting current events and concerns of the business community. The Viet Nam Logistics Review, an agency of the Vietnam Logistics Businesses Association, has also been very active and regularly releases monthly magazines delivering information about the logistics services sector to provide updates for shippers and logistics businesses.
2. Workshops and conferences
International cooperation in the logistics industry has taken place in different forms, through workshops, international conferences, study visits with other countries, merger and acquisition, and offshore investments.


In 2017, Vietnam confidently attended the annual international conference of the International Federation of Freight Forwarders Association (FIATA World Congress) - an organization constituted of many national logistics associations and having influence on various global service sectors, especially in the field of training and capacity building for logistics human resources. VLA represented Vietnam in this event. This is one of the efforts that help heighten the role of logistics services in the world arena. VLA offered to host this event in Vietnam in 2023, but it needs the support from relevant authorities and will also have to compete with other countries for a minim three years.
In this FIATA 2017 meeting, VLA made a promise to get involved to greater extent in the activities of various FIATA specialist committees, by appointing agents sitting on the MTI committee, Working Group Sea (WGS), AFI, CAI and ABLM. Such engagement aims to share information on the practical contribution of the logistics sector and Vietnamese businesses to the organization representing the world logistics services industry.
In 2017, Vietnam (VLA) also participated in various conventions (May 2017 and Nov. 2017) of the ASEAN Freight Forwarders Association (AFFA), with participants from the ten member nations’ associations to discuss on ways to promote industry growth within ASEAN, including important topics that have an impinge on the entire region, i.e. workers training and trade facilitation. 

Within AFFA, Vietnam takes on the role of multimodal transport coordinator and a member of the Trade Facilitation Working group.
Vietnam also attended the UNESCAP meeting (May 2017) in Thailand. Additionally, VLA also successfully held various international workshops in Vietnam, including the Airfreight Logistics Vietnam. This is a biennial event hosted by VLA, gathering regulatory agencies, airlines, manufacturers, aviation freight services agents and other stakeholders, for various activities including group discussion and exhibition of aviation logistics products. The Airfreight Logistics Vietnam 2017 conference took place in HCMC on Apr. 22, 2017, with participants from authorities and operators of ten airports, 25 airlines and a large number of airfreight services providers, aviation logistics services providers and forwarding agents. At the AFLVN 2017, in addition to traditional topics on transport, aviation security and safety, VLA also pointed to a new commercial approach - aviation e-commerce. This is part of the efforts that help promote aviation logistics services in Vietnam to the world.
 International conferences and workshops on logistics held in Vietnam are often coupled with networking activities and field visits to logistics facilities in the host country. These events have invariably drawn the attention of central and local level regulatory authorities and the participation of various stakeholders, including the academia, logistics service providers, manufacturers, exporters and importers.
In 2017, VLA successfully delivered the International conference on Cross-border transportation (CBT) in Hanoi, which helped promote road transport from China via Vietnam to other ASEAN countries and conversely.
Additionally, domestic logistics businesses, exporters and importers also attended many other meetings and workshops on logistics and supply chain management, and trade promotion (import and export) in other countries, such as the missions to Korea and Japan, providing an opportunity of expertise update and expansion of international relationships for local businesses.
Furthermore, the Ministry of Industry and Trade, in cooperation with overseas partners, also put together field trips, market research and trade promotion visits with a focus on logistics and international transport.
In 2016, a Vietnamese business delegation attended a cross-border transport meeting held by the Cambodia Freight Forwarders Association (CAMFFA) on Dec. 15, 2016 in Phnompenh. In this workshop, businesses from both countries discussed and recommended solutions to facilitate cross-border transport between Vietnam and Cambodia, and fast-track the use of Cai Mep and Cat Lai ports as gateways for the Southern Cambodia corridors. The workshop also provided an opportunity for networking and partnership between 15 businesses from Vietnam and over 50 Cambodian counterparts.
Noteworthy activities in 2017 include the working visit of a Vietnamese delegation with the Guizhou Logistics Association, China (May 2017), a visit to logistics facilities in Busan port and Pyongtaek port, Korea (April 2017), a visit and participation in the Conference on Logistics Investment Promotion in Central Coast provinces (Aug. 2017).
Through the aforementioned conferences, workshops and field visits, VLA successfully entered into various agreements on logistics services development in 2017, including the Sichuan, Guizhou, Guangdong and South Asia International Corridor Framework Agreement with Qiannan provincial government, Guangdong Logistics Association, Hong Kong Logistics Association and ASEAN Transport Federation, on Aug. 9, 2017. A VLA delegation also attended the annual Asia Logistics and Maritime Conference (ALMC) 2017 on Nov. 23 - 24, 2017 in Hong Kong. Attending these events help participants to learn of the way forward for the industry, and steer their services in ways that fit in well with the overall context of technology and markets. On the sideline of ALMC 2017, VLA also signed a partnership agreement with Hong Kong Logistics Association on Nov. 23, 2017 in Hong Kong, to promote advanced logistics activities, including e-commerce, last-mile delivery and package services between Hong Kong, China and Vietnam, and provision of professional logistics counseling services, to become one another’s long-term strategic logistics and trade partners. Going forward, VLA will move on to sign cooperation deals on regional logistics services development with the Singapore Logistics Association (SLA) and Indonesia Forwarders Association (INFA), thus taking an active role in regional integration and cooperation, and upgrading the role and reputation of the Vietnam Logistics Association.
3. Alliances and partnerships
Over the past years, merger and acquisition to promote and widen the coverage of logistics services have increased between domestic-domestic businesses and domestic-foreign companies. While Vietnam has just opened the door to wholly foreign-owned companies offering such logistics services as warehousing, express delivery, freight forwarding agents and partial maritime transport services, many international companies have found a way to take advantage of the existing local infrastructure and human resources by entering in to joint venture operations or strategic partnerships with Vietnamese companies, before setting up their own businesses. On the other side, Vietnamese companies also need the joint ventures or partnerships with foreign partners to expand the business and market coverage. More M&A deals between domestic logistics service providers, and domestic firms and foreign major outfits have taken place over the last few years.
Sizable deals closed recently include an agreement signed on Nov. 22, 2016 between Sagawa Holdings (Japan) and Vingroup, through which Sagawa will provide all-encompassing logistics solution to retail subsidiaries of Vingroup. On Feb. 28, 2017, Yamato Asia Pte. Ltd entered into a joint venture deal with Ba Sau Nam Trade and Forwarding JS Co., with the Vietnamese party holding 51% of the equity. Gemadept JS Co. also informed to have transferred 50.9% of Gemadept Shipping Holding Ltd and 50.9% of Gemadept Logistics Holding Ltd. to CJ Logistics (Korea) on Oct. 1, 2017. Interlog transferred part of its equity to a Japanese firm on Sep. 8, 2017.
4. In-country and outbound investment
Noteworthy of domestic investments are Transimex’s investment in Thang Long Logistics center in Hung Yen, which consists of a general, cold and cool warehouse systems. These are expected to go into operation in July 2018. 
Outbound investments by local logistics businesses seem insignificant and no specific data are available. 

A few major outfits including Gemadept and Vinalines are maintaining offshore representative offices or agents in Singapore and China. Vinalines is in a partnership with Belgium business partners to develop ICDs in Belgium.
A number of Vietnamese forwarding, transport and logistics companies have set up branches in other ASEAN countries, mostly in the Extended Mekong subregion (Cambodia, Laos, Myanmar and Thailand), including IndoTrans (ITL), Newport Logistics, Bee Logistics, and so on.
CONCLUSIONS
There is a trend in the world that logistics as a service sector becoming a cross-cutting link that can determine the competitiveness of an economy, which suggests the need for comprehensive changes of methodology and resources to promote innovation in the logistics sector of every nation. 

The Industrial Revolution 4.0, with breakthroughs in artificial intelligence and integration of artificial intelligence with Internet-of-things (IoT) networking and modernizing tools, is beginning to bring a facelift to the entire global logistics sector. The world logistics sector looks set to shift its center of gravity to Asian developing markets. Investing in technologies and humans will be a vital determinant for the development of the logistics sector in the future. These are the parameters that regulatory authorities, logistics associations and service providers, as well as manufacturing and trading businesses in Vietnam need to take into consideration in their logistics development plan going forward.
In that context, the Vietnam Logistics Review 2017 was created to reflect the practical need of capturing the current state and outlook of the logistics sector in Vietnam, and performance of relevant regulatory frameworks and policies in the real world, to inform public governance work, business undertaking, investments, researches and communication in the logistics field. The information, data and visions provided in the paper will help businesses see more clearly about logistics activities, in order to provide or use logistics services more efficiently in the future. 

Moving on to 2018, regulatory authorities, associations and businesses can focus more on such activities as:
- Concentrating efforts in carrying out in a coordinated fashion and with resolve the tasks set forth in Decision 200/QĐ-TTg at various ministries, line agencies, municipalities and association;
- Ministries and line agencies need to fast-track administrative reforms, cut down or simplify logistics-related administrative procedures, especially specialist inspection.
- Acceleration of the progress of key logistics infrastructure projects (Lach Huyen port, Haiphong - Quang Ninh freeway, Long Thanh airport, Grade 1 Logistics centers in Hanoi and HCMC, among others);
- Embedding regional integration and partnership efforts in market liberalization, promotion of business sourcing from neighboring countries, coupled with logistics service quality upgrade and standardization;
- Expanding existing logistics training system, and increasing logistics communication to various levels, line agencies, manufacturing and trading businesses;
- Further perfection of the regulatory framework and public sector management system to support logistics development;
In the years ahead, with the improvements of methodology and formation of a comprehensive logistics database, this annual Logistics review series hope to better meet the information need of both domestic and international audiences, to help enhance logistics services competitiveness and development, and launch Vietnam as a significant logistics hub in ASEAN.
ATTACHMENT
WORLD LEADING LOGISTICS SERVICE PROVIDERS
	Ranking
	3PL service provider
	2016 revenue
(million USD)

	1
	DHL Supply Chain & Global Forwarding
	26,105

	2
	Kuehne + Nagel
	20,294

	3
	Nippon Express
	16,976

	4
	DB Schenker
	16,746

	5
	C.H. Robinson
	13,144

	6
	DSV
	10,073

	7
	XPO Logistics
	8,638

	8
	Sinotrans
	7,046

	9
	GEODIS
	6,830

	10
	UPS Supply Chain Solutions
	6,793

	11
	CEVA Logistics
	6,646

	12
	DACHSER
	6,320

	13
	Hitachi Transport System
	6,273

	14
	J.B. Hunt (JBI DCS & ICS)
	6,181

	15
	Expeditors
	6,098

	16
	Toll Group
	5,822

	17
	Panalpina
	5,276

	18
	GEFCO
	4,800

	19
	Bolloré Logistics
	4,670

	20
	Kintetsu World Express
	4,415

	21
	Yusen Logistics
	4,169

	22
	CJ Logistics
	3,662

	23
	Burris Logistics
	3,629

	24
	Agility
	3,576

	25
	Hub Group
	3,573

	26
	Hellmann Worldwide Logistics
	3,443

	27
	IMPERIAL Logistics
	3,352

	28
	Kerry Logistics
	3,097

	29
	FedEx Trade Networks/SupplyChain Systems/GENCO
	2,916

	30
	Ryder Supply Chain Solutions
	2,659

	31
	Damco
	2,500

	32
	Coyote Logistics
	2,360

	33
	Total Quality Logistics
	2,321

	34
	Sankyu
	2,275

	35
	Schneider Logistics & Dedicated
	2,125

	36
	Wincanton
	1,720

	37
	Echo Global Logistics
	1,716

	38
	Transportation Insight
	1,710

	39
	APL Logistics
	1,700

	40
	NNR Global Logistics
	1,676

	41
	Mainfreight
	1,640

	42
	Landstar
	1,632

	43
	Transplace
	1,620

	44
	Arvato
	1,615

	45
	Americold
	1,555

	46
	Fiege
	1,550

	47
	Penske Logistics
	1,500

	48
	Swift Transportation
	1,431

	49
	Groupe CAT
	1,328

	50
	NFI
	1,250


Source: www.logisticsmgmt.com
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Businesses owning warehouse systems, ICDs, distribution centers, including Sotrans, Transimex, Gemadept, Hai Minh etc.


Gross profit margin: 13%-15%





Businesses owning ocean freight fleets include:


Container transport: GMD, VFC, VOS


Bulk cargo: VOS, VST, VNA, TJC


Oil tanker: VTO, VIP, PVT, VOS


Businesses owning air freight fleet, including Vietnam Airlines, VietJet Air.


Gross profit margin: 7%-9%





Businesses own transport vehicles, including trucks, river barges, coastal container ships, domestic freight airplanes


Representative businesses: GMD, TMS, HAH, VFC, Saigon Newport, Vietnam Airlines, VietJet Air, etc.








Some major domestics seaports, including Cat Lai, Dinh Vu, Tan Vu, etc.


Main airports mostly refer to Noi Bai and Tan Son Nhat international airports.


Gross profit margin: 35%-37%





Forwarders include:


Container (FCL) forwarding: STG, TMS, VNL, VNF, GMD


LCL forwarding: SFI, TMS, VNF


Shipping company’s agent: GMD, HMH, SFI, VNF


On the importing end, forwarders receive the cargo, then split the cargo to smaller units and ship them to consignees.
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Distribution of logistics service businesses in Vietnam, 2017
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Perfect distribution structure





Cutting logistics costs





Enhance supply chain transparency





Apply mobile solutions





Develop human resources





Develop IT systems





Improve customer care
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Developing supply chains





Improving and upgrading infrastructure





Raising awareness of the importance of cutting logistics costs





Nike narrowed down supply chain and maintain less plants





6 countries with the most Nike workers








� Pipelines are also considered as a mode of transport, but only used in narrow settings and generally not common, thus not discussed in this report.


� US National logistics review, 2017. 


� Including the following countries: Iraq, Iran, United Arab Emirates, Arab Saudi, Bahrain, Egypt and Algeria.


� A full list of 50 world leading logistics companies is provided in the Attachment to this report.





� EU-Mutrap 2017 report.


� � HYPERLINK "http://business.gov.vn/uploadedFiles/Business_Portal/News_and_Events/6184_QD_BCT.pdf" �Decision No. 6184/QĐ-BCT�,Oct. 19, 2012, of the Minister of Industry and Trade, approving the “Master plan for the national supermarket and commercial center network by 2020, and vision by 2030”.


� The time needed for customs clearance in Vietnam has been increasingly shortened, and is now less than that provided in this World Bank report. 2017: the clearance time for export goods was 105 hours, and 132 hours for importation.





� The largest proportion belongs to businesses in the electrical engineering sector, at 23%, followed jointly at 14% by the food and plastic/chemical industries, automation at 9%, and textile at 8%. The remaining 32% is attributed to other sectors.


� Vietnam Customs website, � HYPERLINK "https://www.customs.gov.vn" �https://www.customs.gov.vn�, accessed Nov. 28, 2017.


� GPS: Global Positioning System


� SMS: Short Messaging Service


� MOT: Multimodal Transport Operator


� ASRS: Automated Storage and Retrieval System


� GTM: Goods to Man


� Theo Zebra Warehouse Automation 2018 Vision Report


� Jim Suva and Kate McShane, Citibank


� Adapted from Flexe.com, The Future of Logistics - 20 Trends to Follow in 2017


� Per papers on ASEAN logistics and distribution capacity building support, Japan – ASEAN Integration Fund (JAIF).


� See � HYPERLINK "http://www.imo.org" �www.imo.org�


� See � HYPERLINK "http://www.iata.org" �www.iata.org�


� Freight Forwarder, Warehouse Supervisor, Warehouse Operator, Logistics Administration Officer, Supply Chain Manager.
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