





GIFTS & PREMIUMS

Supplier capability in Vietnam

EXECUTIVE SUMMARY

Vietnam is one of Asia’s major sourcing
centers for innovative handcrafted

gifts and premiums. An abundant

local supply of materials and strong
design capability complemented by
expert artisans in handicraft villages
are among the industry’s strong
characteristics attracting overseas
buyers.

Craft gifts, promotional items
and stationery are the main product
categories manufactured. Models come
in traditional and modern designs.

A wide array of easily accessible
materials are used, including glass,
metal, plastic, paper and wood. A few
key components are imported from
suppliers in the US, Europe, Asia and
Australia.

The line has been growing steadily
since Vietnam was admitted to the
World Trade Organization two years
ago. This has helped suppliers to
diversify and move away from domestic
markets.

The industry currently enjoys an
expanding clientele, which includes
major international brands such as
Coca-Cola and Nike. Overseas buyers
from the US, the EU and Japan are also
recognizing the advantages of sourcing
from Vietnam and thus increasing their
sourcing activities in the country.

Despite strong buyer interest,
however, a number of challenges are
confronting the industry. Chief of these
is weak demand from key markets as a
result of the global economic slowdown.
The first few months of 2009 have seen
shipments decline by as much as 40
percent.

In response, suppliers have sought
the assistance of the government, which
in turn has enacted policies beneficial to
the line.

The following are some of the key
trends we see in Vietnam’s gifts and
premiums industry:

* The majority of suppliers will
keep prices stable under efforts to
attract orders in view of weak overseas

demand. A number of companies
expecting favorable results from
governmental assistance will push
quotes up by 5 percent.

* Exports are generally seen to
increase in the next 12 months as
manufacturers anticipate the slowdown
to end and demand from key markets to
pick up.

e Shipments to the US and Canada
are expected to increase in the months
ahead, but the EU and Asia-Pacific will
remain the top export destinations.

* New releases will feature unique
and innovative styles. Manufacturers
will be emphasizing their competitive
advantages over China, which include
strong design capability.

This report covers the main types
of gift items and premiums produced
in Vietnam, including glass, crystal,
wooden and metal crafts, photo frames,
keychains, photo frames, pens, greeting
cards, organizers, and other types of
school and office supplies.

The Products & Prices section
details the features and price ranges
of each key product category. It also
includes the latest trends in style and
materials.

The Industry Overview discusses key
issues affecting exporters and elaborates
on the composition of the industry,
highlighting key characteristics of
different types of suppliers.

The majority of gifts and premiums
suppliers in Vietnam are locally owned.
Some are invested by foreign entities,
which are based mainly in Taiwan and
Malaysia. Most have been in business
for at least eight years, although a few
have been operating for decades.

Production is concentrated in the
major cities of Hanoi and Ho Chi Minh,
where most of the suppliers interviewed
for this report are also based. Some
companies maintain production
facilities in Can Tho, Binh Duong,
Hung Yen and Da Nang, Long An,
Quang Nam and Dong Thap provinces.
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In this report

¢ 12 in-depth company profiles
® 22 short company profiles

¢ 96 top-selling export products
e Supplier demographics

e Supplier survey

e Industry statistics and charts

OBJECTIVE & METHODOLOGY

This Vietnam Sourcing Report is
part of a series designed to provide
buyers with information on new
products from export manufacturers
in supply markets that specialize in
handmade merchandise.

The Developing Country Sourcing
Report series is part of Global Sources’
corporate social responsibility
initiatives. It is offered in conjunction
with The Kearny Alliance, whose
mission is Aid Through Trade. The
objective is to help create jobs in
developing Asia through export
promotion.

To produce this report,
larger, midsized and emerging
manufacturers—all with substantial
export experience—were surveyed. The
selection of suppliers is designed to
reflect the composition of the industry
in Vietnam in terms of geographic
location, materials used and range of
products offered.

For in-depth profiles, our researchers
visited the facilities of each company
and interviewed senior executives who
discussed their recent performance
and provided forecasts for the next 12
months. All other companies in this
report were either visited or contacted
by phone.

In each case, companies were
required to answer specific questions
designed to verify their manufacturing
and export credentials, including a
breakdown of exports by product type
and market. Suppliers also participated
in a survey designed to provide insight
into the industry.
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INDUSTRY OVERVIEW

The gifts and premiums industry in
Vietnam is an emerging one that is in
the process of establishing its position
as a key supply center in Asia.

The country’s accession to the
World Trade Organization in January
2007 has brightened prospects for
suppliers in the line, with Vietnam
being seen as an important alternative
sourcing center to China.

Specific export statistics are
not readily available due to the
fragmented nature of the industry.
Figures for general product lines,
however, show a steady increase in
shipments since 2006. These include
sales of plastic, wooden, porcelain
and ceramic products, under which
most gift items and premiums are
classified.

The industry’s export reach is
expanding. Suppliers are now catering
more to customers from the US, the
EU and Japan as a growing number
of buyers are opting to source from
Vietnam instead of China.

Superior craftsmanship and unique
designs are some of the defining
characteristics of products turned
out by the industry. It manufactures
a diverse range of models, which
include craft gifts, promotional items
and stationery.

Skilled artisans from handicraft
villages are usually hired to design

Export value
Ceramic products
$million
330 336
264
2006 2007 2008

Source: General Statistics Office of Vietnam

gift items. Premiums, and school and
office supplies are produced in-house
by suppliers equipped with imported
machinery.

Challenges

Suppliers experienced substantial
growth for a few years prior to the
onset of the global economic crisis.
The effects of the slowdown have
diminished these gains significantly,
however, as exports fell by large
margins.

Despite the substantial drop in
exports, only about 10 percent of
suppliers were squeezed out of the
industry. Suppliers point to favorable
government policies that have
allowed them to weather the slump.
For instance, the Vietnam Timber
Association is promoting and enabling
participation in international trade
shows.

Another major challenge facing
the industry is intense competition
from China, particularly that
from stationery suppliers. China
manufacturers boast higher capacity
and quicker turnaround, capabilities
that most Vietnam makers are lacking.

Unstable material costs are also
confronting suppliers. Prices of paper
imported from Indonesia went up by
10 to 40 percent in the first half of the
year, preventing stationery suppliers

Plastic products

$million
930
725
478
2006 2007 2008
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Supplier summary
Suppliers surveyed 34

Export sales $27.4mn
Export ratio 46%
Capacity utilized 69%
Full-time employees 5,593

Data: All surveyed suppliers

from quoting prices with longer
validity.

Another challenge confronting the
industry is higher salaries. Year-to-
date consumer prices have increased
2.7 percent, prompting workers to
demand higher wages.

Industry composition

Small and midsize suppliers dominate
Vietnam’s gifts and premiums
industry. Most companies are locally
owned. A few are foreign-invested
enterprises such as Vietnam Top
Vision, which is established by its
Taiwan-based parent company.

The industry is not heavily export-
oriented. In fact, interviewed suppliers
ship only about half of total output
overseas. The EU and Asia-Pacific
each take up about a third of all
exports. North America is a close
third, accounting for 28 percent of
profiled companies’ sales.

Craft gifts constitute the bulk
of shipments. About half of those

Wood & wooden products

$billion
2.8
2.4
1.9
2006 2007 2008
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that manufacture for this segment
concentrate all their exports on craft
gifts.

Experience in the line is varied,
with some companies having been
established only recently and others
boasting decades of manufacturing
capability. Examples include Van Yen,
which was set up early this year, and
Hong Ha, a stationery specialist for
almost half a century.

The bulk of suppliers are based
in Hanoi and Ho Chi Minh City. It
is also in these locations where most
maintain production facilities. Minor
hubs include the provinces of Da
Nang, Can Tho and Binh Duong.

Design teams are composed of up
to 20 members who can release as
much as 20 new models every month.

Suppliers emphasize design
capability as a means to boost
competitiveness. They take a variety of
approaches in developing unique styles.
As a value-added service, most offer
consultations on the suitable finish and
surface treatment to be used.

Some highlight their capacity to
introduce numerous designs. For
instance, Tran Duc and Vietnam Top
Vision can release up to 200 new
models every year. In others, the top
management is involved in the process.
One example is Soliz, whose owner
supervises the design team directly.

Export value per month

Ceramic products

$million
W 2007
4 W 2008
40
35
30
25
20
15
5
0
)] FMAM])] J] ASOND

Source: General Statistics Office of Vietnam
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The industry has no clear
preference over OEM or ODM orders.
While all suppliers have varying
degrees of design capability, most
also accept buyers’ customized
specifications. One example is Gia
Long Trading, which divides output
evenly between OEM and ODM deals.

Some, however, distinctly favor
production of models designed in-
house. At Tran Duc, a craft gifts
supplier, ODM business takes up
90 percent of output. Thinh Dat, a
stationery maker, allocates almost two-
thirds of shipments to OEM orders.

A few companies are suppliers to
prominent international brands. Ben
Nghe, a writing instruments specialist,
carries out OEM business for Coca-
Cola and Nike.

Manufacturing & QC

Almost all production processes
are performed in-house. Exceptions
to these are a few design processes
that make use of skilled artisans
and finishing methods outsourced
to factories that specialize in these
procedures.

For glass crafts, manual processes
are usually employed, including
firing, blowing, forming, annealing
and shaping. Other product lines
such as school and office supplies,
and electronic promotional items

Plastic products
$million

2007
2008

J FMAM]J] J] ASOND

require machinery that are commonly
imported from Japan, South Korea
and Europe.

Most companies operate
production facilities with an area
of 500 to 20,000sqm. The monthly
capacity depends on the product
type. Craft gift makers can produce
5,000 to 2 million pieces. Suppliers of
promotional items usually turn out up
to 800,000 pieces. Manufacturers of
stationery, particularly notebooks, are
capable of producing up to 30 million
pieces.

Manufacturers have anywhere
between 10 and 1,000 full-time
employees. Temporary workers are
usually hired during the peak season,
and they number from less than 10 to
300.

QC departments are normally
staffed by two to five inspectors. A
few suppliers have as many as 20
personnel who carry out checks on
raw materials and unfinished items
after each production stage.

To highlight quality, some
suppliers have gained or are applying
for ISO 9001:2000 certification.

In this report, nine manufacturers
currently meet the standard. Five have
pending applications.

Lead time is 20 to 45 days.
Customized orders requiring complex
designs take up to 60 days or more.

Wood & wooden products
$billion

W 2007

300 W 2008

250
200
150
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SUPPLIER PROFILES

Ben Nghe Stationery Co. Ltd

A maker of pens, stationery and school
supplies, Ben Nghe is certified by TUV
to meet ISO 9001:2000 requirements.

The company was recognized
in 2006 as one of the top 100 most
popular local brands by Tiep Thi
Saigon, a major newspaper in the
city. It was originally established in
1985 as Dong A Ballpoint Pen Mfg
and subsequently set up in its current
structure in 1989.

Ben Nghe exports about two-thirds
of total output, mainly to the US,
Europe and Asia. It has developed a
nationwide distribution system, which
helps the company maintain a strong
domestic presence.

ODM orders account for 70 percent
of shipments. The rest is taken up by
OEM contracts with customers such as
Nike and Coca-Cola.

Ben Nghe offers 122 types of
products ranging from writing
instruments to office and school
supplies. Its monthly capacity reaches
800,000 pieces.

Bulk of output is devoted to pens,
which include ballpoint, gel, needle

Company facts

Year established

Head office location

Ownership

Factory location(s)

Full-time employees

ISO certified

Total annual sales (all products)

Sales & output: Gifts & premiums
Annual sales

Share of total sales

Annual export sales

Total monthly capacity

Average monthly output

Capacity utilized

Average monthly exports

Export ratio

e Information not disclosed
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brush, wax and oil wax versions.
Colored, board and oil brushes are also
some of the best-sellers.

Prices are between $0.80 and $5.
Low-end models include basic ballpoint
pens with plastic barrels. Writing
instruments with metal barrels are
quoted higher.

The company sources plastic from
local suppliers. Metal components
are imported from Germany and
Switzerland.

The design team is composed of 20
members who coordinate with clients
requesting customized designs. The
department is capable of releasing three
new designs monthly.

Aside from its head office in Ho
Chi Minh City, the company operates
branches in the cities of Hanoi, Can
Tho, Nha Trang and Da Nang. Its
3,000sqm factory houses equipment
from Japan, South Korea and China.
There are 1,000 workers in this facility,
20 of whom are involved in QC.

Ben Nghe participates regularly in
trade shows held in the US, Germany,
Hong Kong and Laos.

1985

District 1 (Ho Chi Minh City)
Locally owned

Tan Phu (Ho Chi Minh City)
1,060

Yes
[ )

L]

°

$1,000,000
800,000 pieces
800,000 pieces
100%

500,000 pieces
63%

Capability

Materials used

Glass & crystal

Metal

Paper

Rubber, plastic & resin

Wood & other natural materials

Exports by product
Craft gifts
Promotional gifts
Stationery

Exports by market
United States/Canada
European Union
Europe (non-EU)
Asia-Pacific

Middle East

Other

Contact details

Business contact
NGUYEN Tuan Dinh
Phone

(84-4) 3565-5776

Fax

(84-4) 3860-9542
E-mail
dinhnt05@yahoo.com
dinhnt@bennghe.com
URL
www.bennghe.com
Address

140 Hoang Van Thai, Thanh Xuan,
Hanoi, Vietnam

No

Yes
Yes
Yes
Yes

20%
80%

10%
50%

40%



Popular export models

Model: D-16

Minimum order: 1 TEU

Packaging type: Carton

Delivery time: 30 days

Indicated price: ¢

Description: Ballpoint pen; PP barrel; 14cm
long, 1cm diameter; blue ink

Model: L16

Minimum order: 1 TEU

Packaging type: Carton

Delivery time: 30 days

Indicated price: ®

Description: Ballpoint pen; PP barrel; 14cm
long, 1cm diameter; blue ink

Gifts & Premiums

SUPPLIER PROFILES

Model: SP-01

Minimum order: 1 TEU

Packaging type: Carton

Delivery time: 30 days

Indicated price: ®

Description: Ballpoint pen; PP barrel; 14cm
long, 1cm diameter; blue or black ink

Model: WB-01

Minimum order: 1 TEU

Packaging type: Carton

Delivery time: 30 days

Indicated price: ®

Description: Whiteboard marker; PP barrel;
14cm long, 3cm diameter; red, blue or black
ink; 12 pieces per box

¢ Information not disclosed

Model: CP-04

Minimum order: 1 TEU

Packaging type: Carton

Delivery time: 30 days

Indicated price: ®

Description: Colored pen set; nontoxic;
14cm long, 3cm diameter; 12 colors per pack

Model: CS-18

Minimum order: 1 TEU

Packaging type: Carton

Delivery time: 30 days

Indicated price: ¢

Description: Crayon set; nontoxic; 10cm
long, 1cm diameter; 12 colors per box
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PRODUCT GALLERY
Craft gifts

Gia Long Fine Art

(profile page 26)

Model: SC00108

Minimum order: 4,000 pieces
Packaging type: Foam, carton

Delivery time: 30 days

Indicated price: $6.40

Description: Decorative clock; with bust
of various historical figures; polyresin;
10x7x20cm

Gia Long Fine Art

(profile page 26)

Model: SH00108

Minimum order: 250 pieces

Packaging type: Foam, carton

Delivery time: 30 days

Indicated price: $21.20

Description: Hippocrates bust; composite
material; 18x14x31cm

Gifts & Premiums

PRODUCT GALLERY

Gia Long Fine Art

(profile page 26)

Model: V007

Minimum order: 3,500 pieces
Packaging type: Foam, carton
Delivery time: 30 days

Indicated price: $13.60

Description: Vase; composite material;
handpainted; 14x10x53cm

Gia Long Fine Art

(profile page 26)

Model: Miss Saigon Vase

Minimum order: 50 pieces

Packaging type: Foam, carton

Delivery time: 30 days

Indicated price: $13.60

Description: Vase; composite material; 1,100g;
14x10x53cm

Gia Long Fine Art

(profile page 26)

Model: S002 - Love Couple Vase
Minimum order: 2,500 pieces

Packaging type: Foam, carton

Delivery time: 30 days

Indicated price: $2

Description: Vase; polyresin; 49x12x12cm

Gia Long Fine Art

(profile page 26)

Model: STR002

Minimum order: 5,000 pieces

Packaging type: Foam, carton

Delivery time: 30 days

Indicated price: $1

Description: Tray; polyresin; 37x17x37cm; in
various shapes
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