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Introduction 
The logistics industry is one of utmost relevance and principally serves as a motor of enterprise 
development and growth of the economic sectors of a country or region. A logistics industry that is 
efficient and accessible to everyone is a key element for enterprises to successfully compete in this new 
global context. In Vietnam, however, the development of logistics platforms is still limited. The Vietnam 
logistics industry has not yet been highly competitive with those of other countries at both regional and 
global levels. 
 
The main objective of this study is to conduct an assessment on logistics performance of manufacturing 
enterprises and logistics service providers in Vietnam in 2018, and to propose recommendations that 
would enable them to enhance the existing advantages and overcome shortcomings in order to more 
easily and directly participate in global logistics industry.  
 
The paper is structured into five sections. First, an overview of development of logistics industry in 
Vietnam is presented. The literature review on logistics performance and determinants affect logistics 
performance is then discussed. In the third part, the methodology section explains the data collection 
and the framework for logistics performance assessment. The findings from the study is further 
presented and explained. Finally, the recommendations for promoting logistics performance of 
Vietnamese firms are withdrawn. 
 
Literature review 
The World Bank (WB) provided national logistics capability measure, the Logistics Performance Index 
(LPI), which helps countries identify the challenges and opportunities they face in their performance on 
trade logistics. LPI is the weighted average of the country scores on six dimensions: efficiency of 
clearance process by border control agencies, quality of trade and transport related infrastructure, ease 
of arranging competitively priced shipments, quality and competence of logistics services, ability to track 
and trace consignments, and timeliness of delivery in reaching destination within an expected shipping 
schedule. Vietnam’s position in the LPI in 2018 rose 25 levels compared to two years ago, jumping to 
the 39th among 160 surveyed countries (World Bank, 2018). This is the best result of Vietnam since 2007 
when the WB announced the ranking for the first time, showing Vietnam's logistics performance has 
been significantly improved in recent years. 
 
Banomyong (2014) has concluded that GMS countries are still at the early stage of bolstering their 
competitiveness in the global context in terms of 4 logistics dimensions, including shippers, traders and 
consignees; public and private sector logistics service providers; national institutions, policies, and rules; 
and transport and communications infrastructure. 
 
Banomyong et al. (2015) focus on four factors: infrastructure, service providers, shippers and state 
agencies to describe and promote Vietnam logistics performance. The study pointed out the strengths 
of Vietnam logistics system, including political stability, favorable geographical position, huge investment 
in infrastructure and great potential for attracting FDI. 
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Banomyong and Supatn (2011) developed a logistics performance assessment tool based on 9 logistics 
activities proposed by Grant et al. (2006) including customs services; planning and demand forecasting; 
purchasing; inventory management; order procedure and logistics connection; loading, unloading and 
packaging; transportation; facilities: warehouse location, storage; and receiving returned goods and 
reverse logistics. Based on the tool developed by Banomyong and Supatn (2011); Banomyong. Trinh Thi 
Thu Huong and Pham Ha (2014) measured logistics performance of manufacturing enterprises. The study 
identified 3 factors mainly affect logistics costs of manufacturing enterprises including transportation, 
warehousing, and inventory carrying costs.  
 
Grant, Huong, and Lalwani (2015) carried out a survey to determine which factors affect logistics service 
quality using a set of 14 variables containing 8 factors derived from Banomyong et al. (2014) and 6 factors 
in determining LPI from Arvis et al. (2014). The findings were cost; customs and borders clearance 
efficiency; ability of arranging shipments; employee skill; timeliness of delivery in reaching destination 
within an expected shipping schedule; and reliability mainly affect the quality of logistics services . 
However, the number of responses with only 30 logistics providers and stakeholder in total is limited, 
thus the findings need to be validated by a larger sample. 
 
In sum, the number of studies in the logistics performance assessment in Vietnam is still limited, creating 
the urge to conduct a study with larger number of responses to assess the logistics performance of 
Vietnam thoroughly.  
 
Methodology 
Survey was designed to analyse the Vietnam logistics performance by evaluating the performance of 
logistics service providers and manufacturing firms. 117 valid responses were received out of 140 
questionnaires sent, of which 58 responses from manufacturing enterprises and 59 responses from 
logistics service providers. Among manufacturing enterprises, the responses varied with 50% of limited 
liability corporation, 39% of joint stock companies, and 11% others. The manufacturing enterprises operate 
in many fields including foods (35%), garment (22%), service (10%), electric and electronic (5%), medical 
equipments and materials (3%), and others. Among logistics service providers, 61% are limited liability 
corporation, 29% are joint stock companies, and 10% others. The main commodities logistics service firms 
handle include foods (inbound 51.2%, outbound 44.4%), garment (inbound 9.7%, outbound 16.7%), 
electronic and electric (inbound 9.7%, outbound 8.3%), and others.  
 
Findings 
(1) Logistics performance of manufacturing firms and logistics service providers in Vietnam 
Within Vietnamese territory, the road mode is selected for more than 90% of domestic logistics actitivies. 
For international market, more than 66% of logistics activities are ocean freight, following by road freight 
and air freight thanks to their advantages of saving time and convenience. 
 
Most manufacturing firms have not taken advantage of logistics outsourcing with only 43% firms 
outsourcing for access to international markets and 14.3% for the internal market. 23% firms themselves 
carry out customs procedures and activities related to value added and packaging. The remaining 
logistics operations including domestic freight forwarding, warehouse and inventory management, 
logistics IT systems are partially managed by external service provider and partially carried by 
manufacturing firms themselves. 
 
Logistics service providers provide a variety of services such as domestic freight forwarder (62.7%), 
international freight forwarder (50.8%), international shipping line (49.2%), domestic shipping line (47.5%), 
truck operator (45.8%), custom broker (28.8%) and more. They often outsource services such as domestic 
trucking (54.2%), warehousing (45.8%), international air freight (45.8%), international ocean freight (44.1%), 
international trucking (37.3%), and packaging (32.2%). 
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The rate of returned goods at manufacturing enterprises is also quite high with on average more than 
10% products being returned. The demand forecast accuracy rate is around average of 71.45%, the 
percentage of goods delivered on time is just above the average of 82.92% and the average rate of 
damage is 7%. For logistics service providers, the timely delivery rate is 83.5% and the average rate of 
damage is 6.1%. The main reasons for inappropriate delivery are the weather (62.7%), delays in receiving 
cargo (59.3%), additional costs (50.8%), delays in customs process (47.5%). In addition, there are other 
causes including traffic congestion, accidents, inspection delays, and insufficient logistics services . 
 
(2) Logistics staffs in Vietnam 
Experienced staffs are available in both manufacturing firms and logistics service providers . In 
manufacturing firms, 50%-70% surveyed firms have skilled logistics related staffs and about 70% firms 
have experienced managers. In logistics service providers, the availability of skilled logistics related 
staffs is even higher than that in manufacturing firms. However, 15.8% do not have planning staff despite 
forecasting process being vital for the business. That proves the fact that Vietnamese enterprises have 
not recognized the importance of planning and forecasting process.  
 
Firms’ human resource policy related to logistics skill development mainly focus on two forms of training: 
on the job training and internal development programme with internal trainers. The current workforce of 
logistics industry is mainly young human resources (trainees, recent graduates, and graduates with 
limited working experience) who have been relatively well-educated at universities. On the job training 
programme helps the young human resources to acquire more practical knowledge. In addition, due to 
limited business resources, internal development programme with internal trainers is quite popular.  
 
(3)  Logistics performance assessments from both Vietnamese enterprises and the WB 
In comparison to the WB’s assessment of Vietnam's logistics performance, responding enterprises are 
more optimistic. However, logistics performance assessments from both responding enterprises and the 
WB show that Vietnamese logistics system still need to improve in many aspects. 
 
The evaluation of Vietnam's domestic logistics capacity is based on the following criteria: the quality of 
transport and telecommunications infrastructure; the quality of port infrastructure; the quality of airport 
infrastructure; the quality of road infrastructure; the availability of logistics infrastructure (e.g. warehouse, 
distribution centers, etc.); the availability of domestic shipping services; the availability of reliable logistics 
services; the quality of domestic shipping services; the quality of logistics services and competence of 
service providers; possibility to track and trace shipments; and the probability of shipments arriving at 
the promised time. Responding firms are more optimistic than the WB when evaluating the functioning 
of domestic logistics in the criteria of the quality of infrastructure (transport and telecommunications, 
port, airport, and road) and the availability of logistics infrastructure, domestic shipping services, and 
reliable transport services. Among the criteria of quality of infrastructure, firms estimate the quality of 
airport infrastructure the highest for both the international and domestic logistics (3.69 and 3.36, 
respectively) while the quality of road infrastructure the lowest (3.22 and 3.26). The main mentioned 
reason was traffic congestion, especially in big cities. The probability of shipments arriving at the 
promised time was rated the highest among criteria by the WB (3.6 for both domestic and international 
logistics) and was also higher than responding firms (Figure 1). 
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Source: The authors 

 
Figure 1: Comparison of survey functioning of domestic logistics results with LPI 2018 

 
The evaluation of Vietnam's international logistics capacity is based on the following criteria : the 
effectiveness of customs and other authorities in customs services, the quality of transport and 
telecommunications infrastructure; the quality of port infrastructure; the quality of airport infrastructure; 
the quality of road infrastructure; the availability of logistics infrastructure (e.g. warehouse, distribution 
centers, etc.); the availability of domestic shipping services; the availability of reliable logistics services; 
the quality of domestic shipping services; the quality of logistics services and competence of service 
providers; possibility to track and trace shipments; and the probability of shipments arriving at the 
promised time. In comparison to the WB's assessment of Vietnam's logistics performance, responding 
enterprises are more optimistic in almost criteria, except the probability of shipments arriving at the 
promised time (Figure 2). 
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Source: The authors 

 
Figure 2: Comparison of survey functioning of international logistics results with LPI 2018 

 
In terms of relative importance of time, cost and reliability, manufacturing firms and logistics service 
providers differ from each other. For manufacturing enterprises, the reliability is priotized (36%), cost is 
ranked second (33%) and time is considered somehow the least important (31%). Firms indicate that 
delivering products to customers safely is the most important thing. The lower cost makes firms more 
competitive is also important. On time delivery is the relatively less important than the two previous 
factors. Meanwhile, for logistics service providers, cost is the most important criterion, followed by 
reliability and time. 
 
Recommendations 
Based on the result and analysis, here are some recommendations for government and firms in order 
to improve the competitiveness and boost the development of Vietnam’s logistics sectors: 
 
Recommendations for firms  
Develop logistics supply system: In near future, Vietnamese firms should joint together with foreign 
partnets to form joint ventures in order to provide more services. This helps bring a lot of benefits to firms 
such as gaining management experience, getting financial support, and accessing to a broader market. 
 
Developing logistics infrastructure: Vietnamese firms still lag in terms of applying information technology 
into business activities when compared to international firms, but there is huge room for growth . 
Vietnamese firms need to invest in building logistics infrastructure such as warehouse, distribution 
centers, transport and telecommunication, etc. 
 
Prepare high quality human resources. Well qualified human resouces will help Vietnamese logistics 
firms to keep pace with logistics firms in the region and to be capable of competing with foreign logistics 
firms operating in Vietnam. Firms should apply technonoly solutions and on the job training to training 
and quickly improve the quality of human resouces with professional practical knowledge, foreign 
language ability, geographical knowledge, and more. Besides, firms should have a detailed and clear 
human resource plan such as sending employees abroad or have recruiting and retaining programs. 
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Fund for R&D activities: Firms should develop a sustainable competitive advantage that differentiate 
them from their competitors as well as minimize logistics costs.  
 
Improve the training process: By improving the research and development process and the standard of 
logistics professionals to meet business requirements and international criteria and to accommodate the 
process of developing personnel with higher skills so that they can compete in the international business 
arena. This will be done through cooperation between educational institutes, research institutes, private 
training institutes and businesses by updating training courses and teaching methods to ensure they 
are of international standard, promoting research and development activities to resolve problems for 
industries or businesses; standardizing the profession, labor standards and wage standards; 
determining a clear career path and supporting tertiary education institutions to build up excellence in 
logistics education and produce highly-skilled personnel to support the creation and transfer of logistics 
innovation. 
 
Support the collection and development of data for logistics management: For both at the macro and the 
business levels, to help plot and drive strategy. The data will be collected at the national level; namely, 
information on commodity flows, operating costs and added value in the logistics industry, including 
KPIs for the country’s logistics management. 
 
Support the official establishment of the system for coordinating and monitoring policy: iIt is a mechanism 
to drive the development of Vietnam’s logistics system. This can be done merging related government 
agencies and the private sector to play the role of regulator, monitor and evaluator of the continuously 
developing Vietnam logistics system. 
 
Recommendations for Government and local authorities 
Development of road infrastructure: Road transport is the main mode of domestic logistics transport. In 
order to improve the functioning of domestic logistics, the road infrastructure must be invested and 
strictly managed. 
 
Developing port infrastructure: Sea transport is the main mode of international logistics. To make the 
most efficience of this mode, the goverment needs to invest in the port infrastructure . Besides, the port 
infrastructure needs to connect to the telecommunications, airport and road infrastructure. Additionally, 
improve the quality of telecommunications infrastructure, management of port systems and human 
resources are essential.  
 
Develop airport infrastructure: Large international airports need to be expanded and upgraded to meet 
the growing demand for both goods and passengers. Additionally, quality of airport services and human 
resources at the airports need to be improved to ensure the safety and security.  
 
Improve customs service quality: First, applying information technology in reforming administrative 
procedures, making the process of customs clearance convenient are necessary. Second, improving 
human resources quality in order to help customs procedures quickly and conveniently are also needed. 
 
Encourage businesses in agricultural, industrial and service sectors: By implementing sophisticated 
logistics-management techniques in their industries through the promotion of better understanding 
among business owners of the value of logistics management, logistics best practices and information 
technology, as well as the use of logistics and transportation software in both the business itself and in 
outsourced services. 
 
Provide training to personnel in both the production sector and the logistics-service industry: By creating 
awareness of the importance of logistics, making sure that entrepreneurs understand how to increase 
logistics efficiency, urging companies to send staff for training in the field, allowing tax deductions for 
training expenses, increasing the training capacity of various institutions, creating a system to 
accommodate the demands of labor, promoting cooperation among training institutes and workplaces 
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to produce personnel with skills that match business needs through a multidisciplinary education 
process. 
 
Develop an integrated logistics network: For both locally and internationally, in such a way that the 
country is linked with overseas markets through the development of, among other things, feeder 
systems, motorways, logistics centers/distribution centers and container yards at strategic locations 
throughout the country. 
 
Improve the taxation system and customs-clearance procedures: It related to import and export 
transportation and shipping businesses with the aim of facilitating the import/export process. 
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