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Executive Summary
This purpose of essay review the China printing industry how to expand their current business operation in Asia.  The main strategy is that move the operation out of China to prevent tariff issue and survive their business.  During the current trade war between China and US, China will suffer 1.1% decrease in employment and 1% GDP loss which are not negligible but management for China.  In the trade war, the US government should earn morn 15% - 25% import tariff but this extra tax can’t easily to absorb between the US buyer and China manufacturer.  Therefore, our of China is one of the good strategy.
In first part, we reviewed the strategy internal and external audit by relevant analytical frameworks and analysis tool in one of target China printing company.  The SWOT analysis was for the internal audit, CLITH was for the environment scan (external audit) and cost benefit analysis.  This audit could be more understand the company current status and existing environment to prepare the strategy planning for the new market development.  
In second part, we should prepare the strategy plan to company for expanding the business in Asia business.  We selected the Vietnam for Asia business expanding because Vietnam’s environment is closed with China by SWOT.  We should trial run the strategy implementation an execution to forecast the designed strategy plan which is suitable the China printing company.

Therefore, the essay could be provide the professional strategy planning to China printing industry when they select to expand their business in Vietnam to survive their business and operation. 
Introduction 

Company background

ABC Group is a professional paper-based items manufacturing and printing company. We begin as a package box and manual printer in 1982.  Through relentless innovation, we steadily move up the value chain expanding both the depth and breadth of our services.

Today, ABC becomes a turn-key service provider on printing and paper based products manufacturing.  While still headquartered in Hong Kong, the manufacturing bases in Dongguan and Heshan, China and with an aggregate factory size is 250 acres approximately and a skilled workforce of around 4,000 people. Their steady growth is reflected in our ever-expanding product portfolio which now spans board games, puzzles, greeting cards, educational products, packaging boxes and books.

It is this devotion to excellence that has earned us the trust of our customers, including renowned local and international brands in a diverse range of industries.

Introduction 

China cost challenges

Past last few year, the major challenge is the operation cost was increasing by minimum wages, housing provident fund, social security and fluctuated RMB rate.

1) Increase in wages


 • The minimum wages increase rate is over 90% per 10 years


 • In 2018, the wages ratio increase over 12%.  i.e. RMB1,530 ( 1,720

 • Cost increase in 2018 = ~20 millions 
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Minimum wages in major city of China from 2010 to 2018
2) Housing Provident Fund


 • The fund ratio is 5% of salary 


 • Dongguan is implemented in 2014 


 • In accordance to wage increment
3) Social Security


 • It is based on minimum wages 


 • In 2018, it is increased 13% 


 • Cost increase in 2018 = ~RMB 3.0 million 

4) High RMB fluctuated rate


• RMB rate is fluctuated in past 3 months


• Difficult to forecast and control the cost


• Cost increase in 2018 = ~ RMB 3.0 million
Therefore, the overall direct cost was increasing around 10%.  

China US trade war
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Conflict between China and US was regarding by trade tariffs on each other. This trade of conflict usually arises because the nations involved are trying to improve the imbalance of imports or exports for their own country.  Trade wars have the potential of increasing the costs of certain imports if the nations involved refuse to make a compromise.

Per literature review, Donald Trump’s campaign slogan, “Make America Great Again” and “America first”, the campaign was suggested government to provide the lower tax and policy to attract the outside operation back to United Status in 2016 US president election. During this policy, Donald Trump won this president election because most blue core worker fully support this policy to re-act America industry and factory and improve internal GDP and job requirement.  However, the unbalance trade amount don’t easily to improve by this action.
In June 2016, Donald Trump, was still as presidential candidate, vowed to cancel international trade deals and prepare the trade offensive with China.  He suggest that the reaction against "a leadership class that worships globalism."  After that, USA, Europe and Japan agreed to work with WTO with another multilateral group to solve the unfair trading between different countries.
In January 2018, President Donald Trump said US and China should be good relationship in trading but China and US have unbalance amount and unfair trading.  However, he change after few weeks later, he stated: 

America has also finally turned the page on decades of unfair trade deals that sacrificed our prosperity and shipped away our companies, our jobs, and our Nation’s wealth. The era of economic surrender is over. From now on, we expect trading relationships to be fair and to be reciprocal. We will work to fix bad trade deals and negotiate new ones. And we will protect American workers and American intellectual property, through strong enforcement of our trade rules. 

In April 2018, President Donald Trump start trade war to improve the deficit of trade in USD500 billion per year and intellectual property (IP) is another trade problem in USD300 billion.  Therefore, US government start the trade conflict with China.
 Another reason of the trade war is related Made in China 2025.  The idea of Made in 2025 is increase the local China core materials from 40% to 70% within 5 years and completed in 2025. In addition, this strategy is focus on the development of high-technology industry such as pharmaceutical industry, car industry, aerospace industry, semi-conductors, IC, robotics and IT software.  The target is not relief on foreign companies to improve the technology and industry development.  China also want to use this strategy to reduce the relief on foreign companies and develop their own production by ourselves.  The target is really 100% Made in China or some technology could be the world class grading.  Therefore, on 2025, China should be the high technology industry instead of low-cost and labour intensive country.
About the communication network, China could developed the 5G network and related equipments and facilities.  5G technology could be rapid improved by 4G because the speed of 5G could be 10G bps which is faster than 1000M wifi network.  In addition, the coverage network is better than 4G.  However, 5G network is many argument such as healthy issues, spy activities and effected the satellite function.  Therefore, US could not approved and very worried about the China 5G network.  It is one of example is China technology is rapid development and higher than developed foreign country.
During above reasons, the government of US plan 10% - 25% import tariffs on the China import materials to improve the trade deficit.  Until to Dec 2019, China US trade war issue could not settle at this moment although China and US also pay more attention to improve the trade deficit.  However, over 18 months trade war issue still don’t really settle.  China and US still discuss to find out the win-win solution to solve or reduce the effect but it already wake up and good alarm the single operation country risk in the China factory.  It can rapid increase the “out of China” plan to find out the lower cost, stable labour and no US import tax country or city to continue their operation to survive. 
Internal audit – SWOT analysis
SWOT overview

SWOT was the strategic assessment tool for internal audit and developed in 1960s.  This tools could be gathering and organizing the information in details to evaluate  the positive and negative elements of a company.  It could provide the clear picture and basically background to senior management to develop the strategy planning for development.  SWOT stands for strengths, weaknesses, opportunities and threats.   Strengths(S) and Opportunities(O) were the positive elements and Weaknesses(W) and Threats(T) were the negative elements.  As we understanding of 4 elements, we should see the negative elements for the opportunities or chance to improve and overcome this issue.  It improved, the company should reduced the negative elements and increased the positive elements.  Otherwise, the positive elements also need to keep and develop in details.  It could be help to well development for the company.  Therefore, the SWOT analysis was the powerful strategy planning and company also need to keep continuing review and improve by PDCA quality thinking circle to keep continuing improvement.  Per literature review, we should apply USED to explore the SWOT after strategy planning:
· How could we Use the Strength?

· How could we Stop the Weakness?

· How could we Exploit the Opportunity?

· How could we Defend against the Threat?

Methodology 
The researcher should be insider observation and analysis in the company because it could be collected the primary and real data by own observation.  It is similarity with Gemba walk by Lean theory.  Gemba walk was also so-called “Go & See” which was the powerful tools in operational level to deeply review the SWOT.  It could be collected the primary by myself better than reviewed and applied the secondary data and information. 
Strength(S)
Professional experiences in paper and toy product - ABC group is the professional experiences by over 30 years experience for printing and paper product.  In addition, ABC group develop their own quality system, which is called Product Quality Review (PQR).  Each new project should use this tooling for quality review in safety, international quality standard, design, production method review and efficiency review.  Professional engineering team and quality team should work closed to make sure the product could meet customer requirement.  In addition,  Quality review looping is also very important to make sure the production to do better, cheaper and faster.
High speed printing equipment – ABC group used the foreign top brand printing equipment to make sure the production in the higher productivity and better quality.  In addition, ABC group have professional automation team to develop and modify the existing machine to fulfil the actual production requirement.  Total protective maintenance (TPM) system make sure the equipment to reduce the downtime and maintenance times.
Strong supplier network – ABC group had a materials sourcing team to source and develop the better supplier to make sure the quality, on-time delivery and cost efficiency.  In addition, Materials souring team also worked with supplier to meet our customer requirement for project development.  ABC group also provided the professional business or continuing improvement training to suppliers to make sure the supplier and ABC group could develop in same direction and more easily understanding in ABC development direction.  ABC also work with major supplier to be strategy partner to work together to win-win situation.  
Strong cooperative partnership with customer – It was very important because stable and strategy partnership with customer could be more stable business development, sales volume and idea.  It could be faster to meet our customer requirement by different strategies such as ECO, cost efficiency or different shipping strategy (door to door, business to customer).  In addition, strong cooperative partnership also provide the better forecast for production planning.   It could be better control and resource should be well-used. 
Strong training program and talent development – ABC developed the training centre and program.  It could provided the stable training to train up the technical staffs and management staff for requested.  That mean the company could train by themselves to protect different layers staff.  In addition, the qualified staffs could be paid by approval income and benefit.  Therefore, the technical manpower could be stable.
Young and stable workforce – In Vietnam, most working force is younger after they born from the war.  Normally, most young workers is less than 25 years.  In addition, some working in outside Vietnamese also back to Vietnam to work because the Vietnam industry is rapid developed by US and China trade war.

ABC group Vietnam factory should build closed with Villages.  It could absorb the Villages citizen and manpower working by closed with our living house.  Therefore, the stable and young workforce could be provided to ABC group.  
Weakness(W)
Language barrier - ABC group is the Hong Kong and China based company.  Therefore, the major language should be Mandarin, Cantonese and English but Vietnam should be Vietnamese, France and English.  Therefore, the staff should be not easily to communicate directly with local workers and staff.  ABC group take the following actions to overcome:

(i) ABC Vietnam company plan to build on North Vietnam.  It could be closed with China and distance between less than 150km.  Therefore, more local Vietnamese could be understand and know the Chinese language.
(ii) Employed the Chinese speaking Vietnam staff – During most Vietnamese work in Taiwan, Malaysia and Singapore, they could learn to speak and listen in Mandarin.  ABC group should employee around 10% staffs could speak and listen in Mandarin for well communication.
(iii) Translated the internal working document and training materials to Vietnam.  It could speed up the local staff to learn and understand the company workflow and culture.
(iv) Provided the Vietnam language course.  The China and Hong Kong staff could learn the Vietnam language for communication easily.

(v) Government support.  During Vietnam government attract China and Hong Kong factory for investment.  Therefore, the government could provide the free Chinese language to Vietnam. 
Lack of skilful workers – Vietnam had different wars between 50’s and 70’s so the man should be soldiers or army in the war.  Also, the Vietnam soldiers should be dead in these different wars.  Therefore, the ratio of woman should be more than man.  The Vietnamese also pay attention on how to win the war.  Therefore, the industry of Vietnam should be started on 80’s but the Vietnam government don’t enough budget to support the industry and re-fresh the country.   The industry don’t well develop.  After the war, the major Vietnamese should be farmer and less industry.  In 2004, the industrial have 40.1% GDP.  The annual growth of GDP of industry is 11.2% from 1994 to 2004.  The industries were lower labour cost and lower experienced process by the factory and working labour were changed from China.  The major sectors were electronics, and food processing, cigarettes and tobacco, textiles, chemicals and footwear goods.  This product don’t need the paper packaging so the printing industry don’t rapid to development.  In addition, Vietnam government is deeply control the printing industry and paper imports because Vietnam government are worried about the fade currency.  Therefore, the printing industry were less skilful workers and most skilful workers should worked in outside and back to Vietnam for further development.

Inadequate infrastructure – In Vietnam, the wars were finished on 1975 and Vietnam government re-build the country between 1976 to 1997.  In this moment, the industry was on the agricultural and light industry development because it was less skilful and technology and rapid to solve the economic of Vietnam .  In 1997, it could be identification the rapid development because it could occurred  1997 Asian Financial Crisis.  Vietnam could developed by this moment because Vietnamese government controlled the banking system, state-owned and foreign trade.  During Vietnam should start to develop at this moment, the country shifted toward a more market-oriented economy.  Therefore, the infrastructure should start to develop.  The second tallest building is called Keangnam Hanoi Landmark Tower is used in 2012.  The highway and rail network were still under development and not well connect until now.

Currency fluctuation – Vietnam finance market and currency were controlled by Vietnam government until now and don’t fully open market.  Therefore, the currency rate is not related with world currency and independent.  Therefore, foreign company don’t highly invest in Vietnam.  During the US China trade war, the Chinese company need to prevent the tariff and keep to survive.  They still have to invest in Vietnam but not too high investment amount.
Opportunities(O)
Solve the tariff incentive issue – During the China US trade war, Vietnam is the one of the best Southeast Asia country because government policy is very similar by communist party, both country is connected and Vietnam is a part of China and lower labour cost.  Therefore, most industries should be out of china to prevent the tariff incentive issue.  

Cost competition compared with other printing factory – During the minimum wages of Vietnam is less than 50% compared with China.  If the operation could move to Vietnam, the cost should be saved by same efficiency rate of operation.  However, Import skilful work to Vietnam is necessary to make sure the productivity output.  For long term, the cost competition should be better than China operational printing and it could be survive in longer period.
Customer driven – Most US customers or related customers to prevent the tariff and move the operational to Vietnam.  As the strategy partner with the customer,  ABC group also need to keep their operational normally in Vietnam.  During the supplier network were not well, it should be commitment between with strategy partner because the business should be maintain in the normal level and suffer the minimum express.  For ABC group, their factory should be designed closed with their strategy partner factory.  It should be less than 10km distance or within 5 minutes for travelling time.  Their strategy partner factory was the toy based company and their major US customer are same.  Therefore, it should be strategy with toy manufacturing and printed box together and provide the better offer to end customer because they saved the internal transportation and packaging cost.  In addition, it could be one-pieces flow that also overcome the inventory level and save the inventory area.  In addition, ABC group had their own business to prevent the tariff so this strategy were better among parties.
Lower labour cost and favourable demographic - The population of Vietnam is 90 millions and working population is around 57 millions (63%) and average age is below 40 years old.  In addition, the Vietnam is rapid developing country so the commerce business could not develop at same period.  The Vietnamese should work in factory rather than service and commerce industry.  In addition, the Vietnamese work closed with their home within 20km or half an hour motorcycle distance time.   Therefore, ABC factory built in the village and absorb the steady working force from villages for production in lower wages with China.  The major population area is in south and north area.  South is H Chi Minh City and North is Hanoi which also is the capital of Vietnam.  
Explore new business opportunities – During Most Korea and Japan based factories and companies already operate in Vietnam such as Samsung, LG, Canon and Panasonic.  Their also requested professional packaging printer for strategy partner.  ABC group could develop their new business with these company.  In addition, local market should be the opportunities because the Vietnamese also increase their incomes  past last 5 years.  The local Vietnamese also want to use the more upgraded and high technology and innovation product to upgrade their life style so local Vietnam market are also new business opportunities. 
Threats(T)
Culture different – Vietnam is the French colony closed 200 years.  The French government imposed to change their significant political and culture in the society of Vietnamese.  In this moment, the Western-style system was started to involve in Vietnam government.  The modern education and Catholicism was propagated.  Therefore, the working and living style of Vietnam was deeply affected by French.  The Vietnamese same as French to love the freedom and romantic in living style.  Vietnam wording was also developed by French wording.   Although China and Vietnam were also communist party, the style were totally different.  Therefore, ABC Vietnam factory was also change some company policy to consider the culture different.
Weak on electricity supply  – Per literature review , Vietnam will be power shortages from 2021 because it was lack of energy infrastructure.  In addition, Vietnam was one of Asia’s fastest growing country by China and US trade war.  During the lack of energy infrastructure, many energy projects in Vietnam has facing long delays.  The demand of electricity was more than 5% in every year and increased from 6.6 billion kWh by 2021 to 15 billion kWh by 2023.  Therefore, the firm should be facing weak and instable electricity supply and electricity pricing increasing.  ABC group was also prepared the electricity generator to make sure the stable electricity supply.

Uncertain of joint venture with local company – In Vietnam company policy, the company owner should be Vietnamese and just change to be foreign owner past 2 - 3 years.  Therefore, the government could not easily change the policy at the same time to fulfil this requirement.  Joint venture with local company was one of the solution for government policy and application.  However, Joint venture company have different culture and background.  It could be some argument and issue need to alignment.  It was the uncertain of joint venture with local company.
Weak on risk control in product development and production  – During the different working culture, unstable suppliers, many uncertain issues, it had less risk control in the product development and productions.  Therefore, ABC group should pay extra effort and more back-up plans to reduce the risk in product and production development.  It could be higher risk control and study in Vietnam now. 
The following were the SWOT analysis of each points:

	S (Strength):

· Over 30 years paper and toy product experiences

· High speed printing equipment

· Strong supplier network

· Strong cooperative partnership with customer

· Strong training program and talent development
· Young and stable workforce
	W (Weakness):

·  Language barrier
· Limited number of qualified local supplier
· Lack of skilful workers
· Inadequate infrastructure
· Currency fluctuation 


	O (Opportunities):

· Solve the tariff incentive issue
· Cost competition compared with other printing factory

· Customer driven
· Lower labour cost and favourable demographic
· Explore new business opportunities
	T (Threats):

· Culture different
· Weak on electric supply
· Uncertain of joint venture with local company 
· Weak on risk control in product development and production




SWOT is a strategic planning to help the organization identify strengths, weaknesses, opportunities and threats of this project.  It is clear and easily to understand what is the status at now for organization to well develop for their needs.  

By internal audit, we are using SWOT strategy planning to review.  For external audit, I would like to use the CLITH methodology for environment scan.
External audit – CLITH analysis
CLITH overview

CLITH was the strategic external audit for environmental scan and developed by Professor Fong.  This tools could be different angle and area for further study in environmental scan for the organisation.  It was included Culture(C), Legal(L), Industry(I), Technology(T) and History(H).  When we understood this external factors, we could prepare the fully strategy planning to ABC group for well planning to deicide the Vietnam operation project and how could be run better their operation.  Actually, we should understand in details by internal audit and verbal environment scan by SWOT analysis.  In this section, we could deeply review in these five elements for external audit.  It this section, we also apply USED (Use, stop, exploit and defend) to explore the CLITH after strategy planning:

Methodology 
The researcher should be collected and analysed by secondary data by the journal and related information because it could be more easily to understand the environmental scan.  At the better, we could prepare the Vietnam trip to collected the primary data and interview by ABC’s strategy partner to confirm the final strategy planning.
Culture(C) – The culture of Vietnam had over 1000 years history which originated from South of Vietnam.  The original of Vietnam local citizen is the Baiyue people in east Asia which have the characteristics of Chinese and Dong Song cultures.  In 111BC, Vietnam was annexed by Han Chinese and was leading over 1000 years.  Therefore, the China culture, wording, language, policy, arts, etc were deeply involved into culture of Vietnam.  Vietnam was the French colony closed 200 years in 1800 AD.  The French government imposed to change their significant political and culture in the society of Vietnamese.  In this moment, the Western-style system was started to involve in Vietnam government.  The modern education and Catholicism was propagated.  Therefore, the working and living style of Vietnam was affected by French.  

During the socialist era, Vietnam is similar as China and Cuba.  By communist nations, they also share their cultural exchanges.  At the same time, Vietnam has continuously absorbed various influences from Asian, European, and American cultures.  The culture of Vietnam was mixed together.  Their cultural symbols were included dragons, turtles, lotuses and bamboo.
In the religion, Vietnam was mixed with Buddhism, Confucianism and Taoism, which is called Triple religion.  During Vietnam was French colony, Catholicism was one of modern religion in Vietnam.

During this mixed culture, it should be similar with Hong Kong and Macau.  Culture of Hong Kong is also mixed with Chinese, British and American.  Therefore, the thinking, policy and culture background are similar between Vietnam and Hong Kong.  However, the living and working style is a little different because Vietnam use the French style.  The Vietnamese is higher requested the freedom and enjoy their family time and life.  Hong Kong is kept to use the Chinese traditional culture and economic environment so the Hong Kong citizen should pay more work hard to earn more money to support their wanted lifestyle.  Therefore, the working style and culture should be a little bit different and not difficult to handled by Hong Kong based company.
Legal(L) – During Vietnam was French colony, the law is based on communist legal theory and French civil law.  The judicial and legal system were reformed in 1981.  In addition, Vietnam and China are also the communist nations.  Therefore, the legal, judicial and policy were similar.  In the communist country, China is not bad development so Vietnam learn and copy the China policy in Vietnam.  Therefore, China factory and workers should not the big different between Legal and Policy by  the government.   It was one of the critical point to selected the Asia country.
Industry(I) – During the China and US trade war, the most China company also keep out of China to prevent the tariffs issue.  Why select Vietnam?  First of all,  The country area is 329k km^2 and next with Guangx, China.  The distance between Guangxi, China and Hanoi, Vietnam is 150 km.  The travel time is less than 2 hours.  The natural disaster is floods and tropical storms, similar with Hong Kong.  Secondly, the population of Vietnam is 90 millions and working population is around 57 millions (63%) and average age is below 40 years old.  It can provide the steady working force for production with lower wages with China.  The major population area is in south and north area.  South is H Chi Minh City and North is Hanoi which also is the capital of Vietnam.  Around 10% Vietnamese can speak in Chinese (Mandarin, Taiwanese and Cantonese) because they work in Taiwan several year and live in Hong Kong by refugee period.  The religion of Vietnamese is Buddhism, Catholicism and Hoahaoism.  However, the logistics network and supply chain is under development.  If should be extra 1-2 weeks for ship out to Europe or United States.  During most factory is moving to Vietnam and close with China, the supply chain should be rapid build up.  
The following is the comparison with Southeast Asia countries per our study:

	
	Vietnam
	Thailand
	Malaysia
	Indonesia

	Distance from Dongguan 
	Close
	Far
	Farther
	Farthest

	Population
	~90M
	~60M
	~30M
	~264M

	Country area
	~329K km^2
	~513K km^2
	~330K km^2
	~1904K km^2

	Average Monthly Salary (USD/month)
	~300
	~530
	~530
	~300

	Political and economic stability
	Steady
	Unsteady
	Steady
	Unsteady

	Worker stability
	Steady
	Steady
	Steady
	Unsteady

	Religion
	Buddhism,

Catholicism,

Hoahaoism
	Buddhism
	Islam, Buddhism,

Hinduism,

Christianity
	Islam, Christianity, Catholicism



	Natural disaster
	Floods, tropical storms
	Floods, tropical storms, earthquakes
	Flood
	Tsunamis, earthquakes, volcanic eruptions, floods

	Major problems in factory operation
	Frequent labor strikes & lower productivity
	Political instability
	Harder to get workers
	Frequent labor strikes & safety issues

	Supply chain
	Developing
	Mature
	Mature
	Developing


About this feasibility study of four southeast Asia counties, ABC company select Vietnam for the first production of move out China. 

During the China operation cost increase, it also reduces the competitiveness in China.  East South Asia is rapid develop the industry.  In addition, some industries such as textile, toy move to East South Asia.  Governments in South-east Asia -- especially Indonesia, Malaysia, Thailand and the Philippines -- are control the wages, low tax policy and government support strategy.  By these strategies in East South Asia, the GDP growth is rapid increase by past 3 years according to the World Bank.
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Over the last eleven years, real wages in China have increased by an average of 350%.   This has mitigated the investors relocating production start from China to South-east Asia.  Compared with the minimum wage of China and South East Asia, South East Asia is just 30%-40% of the China.
Technology(T) – After Vietnam joined the WTO in 2007, Vietnam had the rapid development.  For manufacturing and service industry, it was 40% of GDP in 2010.  About 48% manpower was worked in agriculture and related industry.  During the stable workforce and lower wage, the highly manpower requested industry should be moving their operation to Vietnam. 

About the High-tech exports from Vietnam, the dramatically growth be because the computers, electronic and communication equipment factory move into Vietnam after Vietnam joined WTO.  However, it was accessory parts or lower cost and lower model of this industry because the technology could not grow up by Vietnam.  The technology was depend on the foreign company and Vietnam manufacturing was depend on man power and low-tech operation.

In higher education of Vietnam, only 2% had higher education Vietnamese in 2012.  In 2014, Vietnam have 419 institutions and some top university operate some campuses in Vietnam such as Harvard University from USA and the Royal Melbourne Institute of Technology from Australia.  The Vietnam government is strongly support in education.  The government commit spend 6.3% budget of GDP in 2012.  Therefore, the budget of higher education has significant growth but only spend 1.05% of GDP only.  It is because the following reasons for difficulties in Science and Technology in Vietnam development: 
(i) Government policies are inconsistent, 
(ii) Slow science and Technology system because the government were slow decision-making processes, 
(iii) Vietnam government have not long term science and technology development plan and economic forecasting,
(iv) Vietnam had limited technology acquisition, 
(v) Vietnam had not R&D system development and the weakness of new technologies investment, 
Therefore, Vietnam haven’t well development plan for technology in short term and long term.  In shortly, during the China and US trade war, the most China company keep to Vietnam.  The technical work should through by operation moving but it have not well systematic development.  If ABC should keep their operation to Vietnam, ABC should prepare their own talent and technology transfer development plan because the operation move to Vietnam. 
History(H) – In the beginning, China and Vietnam did not exist as identifiable states though both were locations of Stone and Bronze Age cultures.  The China civilization lived the area of the Yellow River and Vietnam civilization lived close with Red River.  In 221B.C., Vietnam is part of China by Qin Shi Huangdi who named himself “Qin the First Sovereign Emperor”.  Chinese soldiers and fugitives migrated into northern Vietnam from Central China on this times, and affected the Vietnamese culture by China culture.  Mr. Jiaozhi Shi Xie, was the Chinese prefect, to let Chinese culture to involve in Vietnam because he is the leader of the Vietnam at that moment.  It is the starting time to involve Chinese culture.
In 1884, Qing dynasty is lose with France in the war.  Therefore, Vietnam start colonial period during the time of Vietnam's Nguyễn Dynasty.
In World War II, China and Vietnam are facing by Imperial Japan.  At this moment, some Guangxi civilization are married Vietnamese women.  Therefore, It speed up the culture mixed by this generation.  That why culture of Vietnam is very similar with China.  For the public holiday, China and Vietnam are also Lunar new year and Mid-autumn festival.  They also have traditional for moon cake and red pocket money in these festival.

When we start to move the operation to Vietnam, we should understand the culture and sense of worth of Vietnam.  China and Vietnam is also socialism policy and communist regime.  On the other hand, Vietnam government also follow China policy.  Therefore, the Chinese can easily involve to work in Vietnam but the language barrier.  Therefore, the bi-language civilization can help us for language translation.   We have employee some bi-language staff firstly.

Based on this internal and external audit, it could be provided the clear strategy report to ABC group.  SWOT and CLITH also were covered different angle to ABC move the operation to Vietnam.

Cost / Benefit Analysis
Per internal and external audit review, overall result of operation move to Vietnam is positive.  Therefore, we should calculate the total costs associated with this decision, total benefit from this decision and the compare the total costs with the total benefits.

Firstly, we should review the labour cost. 
Labour cost index for China and southeast asia:1990-2016
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Notes: Because data are listed in USS. dollars rather than local currency, changes to wages may also partially
reflect changes to exchange rates with the US. dollar. However, such data may reflect average labor costs in
dollars that U.S-invested firms might face in their overseas operations.

Figure 9. Labor Cost Index for China and Selected Countries Relative to the United
States:1990-2016
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(1) The following is the minimum wage in China and South-east Asia:

· China (DG) = USD240/months

· Vietnam = USD150/months
(2) The following is the working hour calculation:
· China (DG) : Mon – Fri = 8hrs, 

Mon – Fri = 3hrs OT (1.5 times of hourly rate)

Sat = 11hrs OT (2 times of hourly rate)
· Vietnam =   Mon – Sat = 8hrs, 

Mon – Sat = 2hrs OT (1.5 times of hourly rate)
(3) Therefore, the full working hrs (included the OT), total salaries and unit labour cost:

· China (DG) = USD496/months by 286hrs/month

           = USD1.73/hr
· Vietnam = USD206/months by 260hrs/month

               = USD0.79/hr (45% of China (DG) hour labour cost)
Per my calculation, the unit labour cost of Vietnam is 45% of China (DG).  It look like high cost opportunities for operation moving to Vietnam.
Next, we should calculate the number of the staffs and machine should be arranged in Vietnam: 

Planning number of staffs
	Machine
	No. of machine
	Operator
	Technician
	Workers

	5-color press machine
	1
	1
	1
	1

	4-color press machine
	1
	
	2
	1

	Die-cut machine
	4
	2
	
	6

	Foil machine
	4
	2
	
	6

	Flitter equipment
	2
	2
	
	8

	Spot UV equipment
	1
	1
	
	2

	Laser machine
	1
	1
	
	

	Rolling machine
	1
	1
	
	1

	Cutting machine
	1
	
	1
	1

	Computer to press equipment
	1
	1
	
	1

	Plotter
	3
	1
	
	

	Jigsaw machine
	1
	1
	
	

	Die-cut bending machine
	3
	3
	
	

	Silkscreen equipment
	1
	1
	
	

	Assembly
	
	
	
	250

	　Sub- total workers:
	
	17
	4
	277

	
	
	
	
	

	Indirect staffs:
	
	
	
	

	PMM
	
	1
	
	

	Engineers
	
	2
	
	

	Planning Control
	
	2
	
	

	Administration 
	
	4
	
	

	Purchaser
	
	2
	
	

	Quality Control
	
	8
	
	

	Total staffs:
	Total:
	36
	4
	277


In this planning, the totally staffs need 317 staffs for the 1st phase.  We would like make sure the operation could be smoothly.  The machine operator and technician should be arranged by China and the workers should be employed in Vietnam.

Labour cost calculation

1) China staff should pay extra 30% allowance and air-freight ticket per 3 months
2) Vietnam’s efficiency assume 70% of China (DG) by calculation
3) 20% Extra operator and technician is employed because we still need to train up and technical transfer to Vietnam staff for long term.
4) Insurance and housing allowance should be same ratio so we don’t need to consider this extra calculation.
5) Extra shipment cost by local truck because the materials should ship from China to Vietnam.  By this machine capacity, only 1 truck per week.  The totally cost is USD8000/ months.  
Total benefits cost of this decision

	
	Items
	No. of items
	China (USD)
	Vietnam (USD)
	Save (USD)

	1
	Labour cost
	277
	1.73/hr
	0.79/hr
	+ 67699

	2
	70% labour efficiency
	
	
	
	-20310

	3
	Extra allowance of operator & technician
	40
	3.3735/hr
	1.185/hr
	-22760

	4
	20% Extra operator and technician
	8
	
	1.185/hr
	-2465

	5
	Air-ticket fee
	40
	80
	
	-3200

	6
	Truck cost
	
	
	
	-8000

	
	Totally Saving / month
	
	
	
	+10,964


Per this calculation, it could be the benefits of the variable labour cost at 70% efficiency rate with 20% extra operators.  I assume all the fixed cost should be same in China and Vietnam.  Normally the fixed cost of Vietnam should be cheaper than China.
Total cost associated with a decision

	
	Items
	Save (USD)

	1
	Machine transportation cost
	500,000

	2
	Decoration 
	300,000

	3
	Land + factory
	1,400,000

	4
	Other set-up (BR, licences, etc)
	50,000

	5
	Others
	100,000

	
	Totally cost of expense 
	2,350,000


Therefore, the ROI of Vietnam operation should be estimated:

1) 1st  year should be 70% efficiency

2) 2nd  year could be 100% efficiency

3) 2nd year could be 50% local operators and technicians
4) 3rd year could be 100% local operators and technicians
Based on this assumption, the ROI should be less than 7 years and prevent the tariff issue (15% tax) which customer don’t want to absorb so this Vietnam’s proposal could be consideration. 
Suggestion to expand Vietnam business
Per our review the audit (internal & external) and cost benefit analysis, we could decide to go ahead to expand the operation to Vietnam project for cost alternative and prevent the tariffs by China US trade war to survive the business.  Therefore, we should generate the effective strategy planning, implementation and look for any barrier to overcome to make sure the strategy planning could move smoothly.
Although China US trade war is the catalysator of out of China strategy, the tariff is 15% of imported cost.  It could not overcome and absorb by organisation because the customer don’t accept to increase the cost for long times since 2011.  The organisation have find many the cost alternative method such as reduce the specification, automation, waste reduction by Lean to keep or reduce the cost to overcome the cost increase past ten years.  We prepare to generate the strategy planning to expand Vietnam business.
Strategy generation by SWOT 
Per Strategy generation, it could be 3 stages:

Stage 1: The input stage:

· External factor evaluation (EFE) matrix
· Competitive profile Matrix (CPM)

· Internal factor evaluation (IFE) matrix

Stage 2: The matching stage:

· Strength-Weakness-Opportunities-Threats (SWOT) matrix
Stage 3: The decision stage:

· Quantitative strategy planning matrix (QSPM)
Stage 1: The input stage

Identify the basic input factors to formulate the strategies.  EFE, IFE and CPM matrix should be separate and consider.
External factor evaluation (EFE) matrix:

· Solve the tariff incentive issue
· Explore new business opportunities
·  Inadequate infrastructure
· Culture different
· Weak on electric supply
· Uncertain of joint venture with local company 
· Weak on risk control in product development and production

Competitive profile Matrix (CPM):

· Strong supplier network

· Strong cooperative partnership with customer

· Cost competition compared with other printing factory

· Customer driven
· Currency fluctuation 
Internal factor evaluation (IFE) matrix:

· Over 30 years paper and toy product experiences

· High speed printing equipment

· Strong training program and talent development
· Young and stable workforce
· Lack of skilful workers
·   Language barrier
· Limited number of qualified local supplier
· Lower labour cost and favourable demographic
Stage 2: Matching Stage

In this stage, we prepare SO, WO, ST and WT strategies to find out the resultant strategy to fulfil this requirement.
	Strengths

1. Over 30 years paper and toy product experiences

2. High speed printing equipment

3. Strong supplier network

4. Strong cooperative partnership with customer

5. Strong training program and talent development
6. Young and stable workforce
	Opportunities
1. Solve the tariff incentive issue
2. Cost competition compared with other printing factory

3. Customer driven
4. Lower labour cost and favourable demographic
5. Explore new business opportunities
	SO Strategies

1. Technical and best production practice transfer team from China to Vietnam
2. Move the high speed printing equipment to Vietnam
3. Strategy partner with customer and supplier together
4. Cost competition as same efficiency output of China
	WO Strategies

1. Bi-language training
2. Translate the document and system in bi-language
3. Prepare the back-up infrastructure to keep the construction smoothly
4. Well training and talent plan to younger workforce

	Weaknesses

6. 1. Language barrier
2. Limited number of qualified local supplier
3. Lack of skilful workers
4. Inadequate infrastructure
5. Currency fluctuation 

	Threats

1. Culture different
2. Weak on electricity supply
3. Uncertain of joint venture with local company 
4. Weak on risk control in product development and production
	ST Strategies

1. Develop the production back-up and support vendor plan

2. Find the similar local strategy partner
3. Develop Vietnam company culture
	WT Strategies

1. Develop the back-up supply plan (electricity & water)

2. Use the foreign vendor to solve currency fluctuation 

3. Use the foreign vendor instead of local vendor
4. Invite our strategy vendor for operation and supplier supporter


Based on SO, WO,ST and WT, we could be concluded 17 strategies for the ABC move the operation to Vietnam.  Now, we should go to decision stage (stage 3) for ranking. 
Stage 3: Decision Stage

In this decision stage, we could use the weighting to find the best and first priority strategy.  For this table, we have 20 factors and 15 alternative strategy.  Quantitative Strategic Planning Matrix (QSPM) could object to indicates the best and sequencing.  The following table should be no. of strengths should be stand for (S1-S6), no. of weaknesses should be stand for (W1 - W4), no. of opportunities should be stand for (O1-O6) and no. of threats should be stand for (T1-T4).  About the alternative strategies, no. of strengths-opportunities should be stand for (SO1–SO4), no. of weaknesses-opportunities should be stand for (WO1–WO4), no. of strengths-threats should be stand for (ST1–ST3), no. of weaknesses-threats should be stand for (WT1–WT4).
	
	
	SO1
	SO2
	SO3
	SO4
	WO1
	WO2
	WO3
	WO4

	
	Weight
	AS
	TAS
	AS
	TAS
	AS
	TAS
	AS
	TAS
	AS
	TAS
	AS
	TAS
	AS
	TAS
	AS
	TAS

	S1
	0.2
	5
	1
	-
	
	-
	
	3
	0.6
	-
	
	-
	
	-
	
	3
	0.6

	S2
	0.1
	5
	0.5
	8
	0.8
	-
	
	3
	0.3
	-
	
	-
	
	-
	
	-
	

	S3
	0.2
	-
	
	-
	
	4
	0.8
	1
	0.2
	-
	
	-
	
	5
	1
	-
	

	S4
	0.2
	-
	
	-
	
	4
	0.8
	1
	0.2
	-
	
	-
	
	5
	1
	-
	

	S5
	0.2
	-
	
	-
	
	1
	0.2
	1
	0.2
	5
	1
	5
	1
	-
	
	4
	0.4

	S6
	0.1
	-
	
	2
	0.2
	1
	0.1
	1
	0.1
	5
	0.5
	5
	0.5
	-
	
	3
	0.3

	W1
	0.3
	-
	
	-
	
	-
	
	-
	
	6
	1.8
	6
	1.8
	-
	
	2
	0.6

	W2
	0.1
	5
	0.5
	4
	0.4
	5
	0.5
	5
	0.5
	2
	0.2
	2
	0.2
	1
	0.1
	4
	0.4

	W3
	0.1
	5
	0.5
	4
	0.4
	5
	0.5
	5
	0.5
	2
	0.2
	2
	0.2
	1
	0.1
	4
	0.4

	W4
	0.3
	-
	
	2
	0.6
	-
	
	-
	
	-
	
	-
	
	8
	2.4
	-
	

	W5
	0.2
	
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	

	O1
	0.2
	-
	
	-
	
	3
	0.6
	4
	0.8
	-
	1.6
	-
	1.6
	-
	
	-
	

	O2
	0.1
	4
	0.4
	4
	0.4
	3
	0.3
	4
	0.4
	-
	0.4
	-
	0.4
	5
	0.5
	3
	0.3

	O3
	0.3
	-
	
	-
	
	3
	0.9
	-
	
	-
	
	-
	
	-
	
	-
	

	O4
	0.2
	3
	0.6
	3
	0.6
	1
	0.2
	1
	0.2
	5
	
	5
	
	5
	1
	4
	0.8

	O5
	0.2
	3
	0.6
	3
	0.6
	-
	
	1
	0.2
	5
	1
	5
	1
	-
	
	3
	0.6

	T1
	0.2
	-
	
	-
	
	-
	
	-
	
	6
	1.2
	6
	1.2
	-
	
	5
	1

	T2
	0.3
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	4
	1.2
	-
	

	T3
	0.3
	2
	0.6
	2
	0.6
	-
	
	5
	1.5
	2
	0.6
	2
	0.6
	4
	1.2
	-
	

	T4
	0.2
	8
	1.6
	8
	1.6
	10
	2
	5
	1
	2
	0.4
	2
	0.4
	2
	0.4
	5
	1

	Total
	6.3
	6.2
	6.9
	6.7
	8.9
	8.9
	8.9
	6.4

	

	
	
	ST1
	ST2
	ST3
	WT1
	WT2
	WT3
	WT4

	
	Weight
	AS
	TAS
	AS
	TAS
	AS
	TAS
	AS
	TAS
	AS
	TAS
	AS
	TAS
	AS
	TAS

	S1
	0.2
	1
	0.2
	4
	0.8
	5
	1
	-
	
	-
	
	-
	
	5
	1

	S2
	0.1
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	

	S3
	0.2
	5
	1
	4
	0.8
	-
	
	2
	0.4
	10
	2
	5
	1
	5
	1

	S4
	0.2
	4
	0.8
	2
	0.4
	-
	
	2
	0.4
	-
	
	5
	1
	-
	

	S5
	0.2
	-
	
	-
	
	3
	0.6
	3
	0.6
	-
	
	-
	
	-
	

	S6
	0.1
	-
	
	-
	
	2
	0.2
	3
	0.3
	-
	
	-
	
	-
	

	W1
	0.3
	-
	
	4
	1.2
	8
	2.4
	1
	0.3
	-
	
	2
	0.6
	3
	0.9

	W2
	0.1
	5
	0.5
	3
	0.3
	1
	0.1
	3
	0.3
	-
	
	2
	0.2
	3
	0.3

	W3
	0.1
	5
	0.5
	3
	0.3
	1
	0.1
	3
	0.3
	-
	
	2
	0.2
	3
	0.3

	W4
	0.3
	-
	
	-
	
	-
	
	2
	0.6
	-
	
	2
	0.6
	1
	0.3

	W5
	0.2
	-
	
	-
	
	-
	
	1
	0.2
	10
	2
	2
	0.4
	-
	

	O1
	0.2
	-
	
	-
	
	-
	
	10
	2
	4
	0.8
	3
	0.6
	-
	

	O2
	0.1
	4
	0.4
	2
	0.2
	-
	
	-
	
	4
	0.4
	3
	0.3
	4
	0.4

	O3
	0.3
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	3
	0.9

	O4
	0.2
	3
	0.6
	4
	0.8
	8
	1.6
	-
	
	2
	0.4
	2
	0.4
	3
	0.6

	O5
	0.2
	3
	0.6
	4
	0.8
	2
	0.4
	
	
	-
	
	2
	0.4
	-
	

	T1
	0.2
	-
	
	-
	
	8
	1.6
	-
	
	-
	
	-
	
	-
	

	T2
	0.3
	-
	
	-
	
	-
	
	10
	3
	-
	
	-
	
	-
	

	T3
	0.3
	8
	2.4
	8
	2.4
	-
	
	-
	
	5
	1.5
	8
	2.4
	5
	1.5

	T4
	0.2
	2
	0.4
	2
	0.4
	2
	0.4
	-
	
	5
	1
	2
	0.4
	5
	1

	Total
	7.4
	8.4
	8.4
	8.1
	8.1
	8.5
	8.2


For this QSPM table, we could be ranking the sequence number of this 15 alternative strategies.  The follow is the top 3 and totally is 6 strategies by weighting is same:

1) Bi-language training
2) Translate the document and system in bi-language

3) Prepare the back-up infrastructure to keep the construction smoothly

4) Use the foreign vendor instead of local vendor
5) Find the similar local strategy partner

6) Develop Vietnam company culture
Strategy Barriers and Implementation

After the Strategy decision, we should plan to prepare these 6 strategies firstly.  By these strategies, the critical barriers are language, company culture, better risk management (back-up plan) and stable strategy supplier.

Therefore, we should start to prepare the strategy planning of these direction.

Bi-language – It is the critical point because Vietnam is still developing country and the Vietnam could not use in English as well.  In addition, Chinese local staff is also not prefect in English using.  Therefore, bi-language (Chinese and Vietnam) in document, system and workflow document are the good platform for technology and workflow transfer.  Back to the basic, the mother language must be better for communication and reduce the mis-understanding.  Before the Vietnam investment, we should start to prepare this area firstly.  Some important operation could be prepared the video show to explain in details.

Company culture  – During Vietnam and Hong Kong culture background is similar, we should consider the both culture to find out the better solution.  In Vietnam, no. of left hand person is more than Chinese.  Therefore, the production procedure should be consider to a little bit adjust to fulfil and use in Vietnam.  In addition, Vietnam enjoy the freedom, like French style, we should prepare the local company culture to complete our task.  It should be the better solution as win-win situation.
Risk management  – During Vietnam is not well development country.  About the infrastructure, equipment, network, railway and supplier network are not stable, so we should design and confirm each action also develop the back-up solution.  It can’t, all project can’t run smooth and easily.  Therefore, the factory operation must be a back-up parts or machinery to prevent the bottleneck because the production flow is well connection.  In addition, we always to prepare the test run and spare trial run time for testing and pivot.  DOE should be applied to find out the best parameters and test run in lower and upper limitation to make sure the production could run smoothly.  Another example is the construction, the water and electricity is not provided in stable support.  Therefore, water tank for storage and the electricity generator should be the back-up plan.

Stable strategy supplier – It is quite difficult to find the suitable supplier in Vietnam.  The best action should be invite our existing strategy partner to invest together.  We could be create the strategy network for production.
Strategy Execution
If we run smoothly execution, Motivation and Leadership should be useful in Vietnam because the team could more think in their situation to commit their task and action.
Motivation - Motivation is the process or method for the employee’ intensity, direction and persistence of effect to self-achieve the goal by organization.  Motivation have continuous and discontinuous factor.   In most manufacturing factory, most motivation method is rely on money or benefit.  Actually, it is the very efficiency to attract the people increase their output or achieve easily.  However, it is the short term method and discontinuous factor because we can’t provide the ‘money’ for long times to increase their efficiency and the workforce increasing is also the limitation.

Common-sense explanation of motivation phenomena generally consist of verbally linking a given activity with one or another of certain states or events that are culturally recognized as goals or desirable outcomes.  During the employee have different feelings whey they achieve their goals and when they don’t.  Their reaction are both predictable and important in understanding human behaviour.  Therefore, we would take some assumption:

1. People have many conscious often complex and competing goals

2. Most behaviour is consciously goal directed

3. People have affective reactions to the outcomes they obtain as a result of their behaviour
Motivation in work organization
Most employee work in organization at one time or another during their lives, many people spend half their working time in our organization.  Therefore, it is very important and challenging place in which to study human motivation.

Leadership - Leader is someone who can influence others and who has managerial authority.  Ideally, all managers should be leaders.  Leadership is the ability to influence, motivate and enable others to contribute toward the effectiveness of the organizations and the process of influencing.

Leadership operates and drive in group to achieve the goals.  Leadership is about the direction of the group of people and let them have same tasking and reaching the goal.  Leadership should be provided the direction to achieve the goals with their follower.  The Leaders must the far-sighted vision, well planning, board thinking and global sense and ideas.  
Leadership and Power

Power is the relation with Leadership because the Leader should have the power to influence others.  Power can come from position power and personal power.  Position power comes from their own position and authorization of organization.  Persona; power is the ability to influence the followers which is the relationship between leader and followers.  It is the soft skill to manage their team and well connect each teammate, team or shareholders.  The leader need to use his or her personal power to mange and handle the organization.
Conclusion
In conclusion, we review the strategy planning fore operation move to Vietnam.  This planning could be consider in different area such as internal audit, external audit, strategy generation and implementation.  It could be help ABC to overcome and reduce the risk by well strategy planning.
During the China and US trade war, China industry need to escape from China and expending their operation outside from China.  If don’t move out of China, the organisation or industry face to different to survive their business.  Although the trade war of China and US are pending and settled on the first round agreement, the China company also face the labour shortage, higher labour benefits and cost increasing issue.  Therefore, expanding t Asia should be one of the way to survive the business.

For this course, it could be let me to learn what is the strategy planning and let me know how to better to arrange my planning in different area for consideration.  Using weighting to find out the ranking and priority is good and systematic approach for my study.  It could be help my working. Therefore, I believe that this strategy planning approach also can help ABC to solve and overcome the expanding the operation to Vietnam.

Finally, I should say thank you to UWTSD and HKMA because they prepare this program for us can enrich my business administration skills.  It is the last module before the dissertation.  I think the strategy planning is the one of the critical skills for administration.  If HK government have better strategy planning, I think HK could be settle this risk and public activates.
I hope ABC group, UWTSE and HKMA can more success in future.
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