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Cement Produced in the Mekong Delty

1. Problem

Fast developments in recent years allow the ce-
ment industry in Vietnam, and in the Mekong Delta
in particular, to make the best use of its advantages
to produce import substitutions. Many cement
plants have been built in the Delta but they at times
couldn’t meet the market demand. Do these advan-
tages keep existing and helping the cement indus-
try adjust to new conditions of the market when tar-
Mff barrier is removed? Identifying factors affecting
the competitiveness of the cement industry in the
Mekong Delta is a meaningful task that helps local
authorities adjust the long-term plan for the indus-
try and managers make the best use of their advan-
tages and opportunities to overcome their short-
comings and work out measures to deal with
challenges with a view to improving their competi-
tiveness and contributing to the socioeconomic de-
velopment in the Delta.

2. Methodology

a. Subject, time and site for the study

In the Delta, most cement plants are situated in
important cities, such as Cdn Tho, Vinh Long, An
Giang, and Kién Giang, so data are collected from
these provinces in the years 2007- 08. The subject
matter comprises two common classes of cement
PC30 and PC40 on the market.

b. Objectives:

The study aims at identifying factors affecting
the competitiveness of the cement industry in the
Delta. It comprises: (1) production and consumption
of cement in the Delta; (2) Main factors affecting
the competitiveness of the industry; (3) Measures to
improve the competitiveness.

c. Testing the hypothesis:

The study also aims at testing the hypothesis
that the competitiveness if cement industry in the
Delta is poor; and ¢linker is one of important factors
affecting the competitiveness.

d. Research methods

- Approach: As Michael Porter (1998) puts it,
knowledge of basic resources of competitive pres-
sure helps companies identify their strengths and
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weaknesses in order to inco rat =
and threats posed by the exrptzm:l Epv‘;n“m%
thereby worl.dng out their development strategy I:
the cement industry today, the competition is“u,,
creasingly fierce at all levels. The study wapys o
get access to their efforts to increase their prodye.
tion and improve the competitiveness i the treng
of international integration.

The research is carried out through the following
stages:

+ Interviewing companies and market agents
through questionnaires according to methods of
structured and semi-structured interviews.

+ Securing expert opinions.

+ Analyzing, testing, comparing and contrasting
collected data.

- Analyzing methods: For the objective (1), de-
scriptive statistical techniques are used for analyz-
ing production of and trade in cement in the Delta.
For the objective (2), the TOWS matrix analysis
along with the model of five forces of competition
and rating method are used for identifying factors
affecting the competitiveness of the cement indus-
try in the Delta. For the objective (3), methods used
for the objective (2) are also employed here to ““"‘
out suggested measures to improve the competiave:
ness of the industry.

- Data collecting: Cluster sampling is used here
Eight out of nine ccment plants in the Delta aN‘::
Cén Tho, An Giang, Kién Giang and Vinh Long3
our interviews are conducted there. e

As for secondary data about cement mar -
surrounding countries, direction of develorm"_‘lg -
the Vietnamese cement industry, rules mla:;m
the industry, or effects of WTO accession Oi:mleme:.
mestic market, etc. are collected from th:ra do ass
magazines on the construction industry, 4 financidl
ciations, provincial statistics offices an
services, and Customs offices, et‘»c. ments and

Firsthand data about financial stat¢ s and W

. . by surveys
business strategies are collected by ts in the Delts.
vestigations of the eight cement plan

3. Results and discussions

- f 2
a. An overview on the cement industry




Cement is one of goods included in the list of
prodUC’v’S on which tariffs are cut according to
CEPT/AFTA agreements among ASEAN countries
and WTO requirements. From 2006 to 2015 the in-
dustry should integrate fully into the ASEAN free
trade zone. When all tariffs are cut, the local ce-
ment industry will face keener competition from
ASEAN rivals, especially Thai ones. This means
that comparative and competitive advantages must
be enhanced considerably.

By the years 2010-12, it’s expected that some 50
cement plants that use rotary kilns come into oper-
ation and most of them are in Ha Nam, Ninh Binh,
Thanh Hoa, Hai Duong, and Quang Ninh. At pres-
ent, 31 projects to build rotary kiln plants with a to-
tal capacity of 39 million tones a year are under con-
struction. Investment in the cement industry in
Vietnam involves high degrees of risk because 1;1051
plants are of small size with old technologies. Exis-
tence of too many small companies will lead to un-
necessary competition or price war, making market
prices unstable and uncontrollable.

Cement plants in Vietnam with a total capacity
of 29 million tones of cement and 19 million tones of
clinker satisfy only 85% of the market demand. The
Vietnam Cement Industry Corporation (VCIC) com-
prises 11 subsidiaries, eight of them produce ce-
ment and three are cement trading companies. In
the Mekong Delta, its subsidiary is Joint Stock Ce-
ment Company Ha Tién 2 with a capacity of 1.3
million tones a year and a market share of 30%.
Supply of cement from all cement plants in the
Delta is no more than three million tones a year
while the market demand amounts to some six mil-

lion tones. High market demand is an opportunity
for cement companies to expand their share and
also a challenge because they are facing keen com-
petition from major players such as Holcim and
Nghi Son, and cement imported from China and

Thailand.
b. Production and distribution of cement in the

Delta:
Production of cement in the Delta meets with

difficulty because of limited supply of clinker. Ex-
ploitation of lime mounts in the Delta is destroying
the only mountainous area in the Delta and the eco
system as a whole. Source of imported clinker,
mostly from Thailand, 1s reliable but risky because
of socioeconomic fluctuations in Thailand. Our sur-
vey shows that in cities and towns, the competition
between cement brands is fierce while consumers in
remote areas should be content with any brands
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supplied. In addition, protectionist measures also
affect the distribution networks and selling prices-

It’s estimated that the demand will not €XC&
the supply in the coming years- Due to economic -
tegration, surplus of cement from smoundu{g coun-
tries will flood the domestic market causing the
competition to get kcener. In the years 2007.-2011,
the supply of cement, according to @ rough estimate,
increases by 8.3 million tones a year while the do-
mesuc market demand increases only by 3.5 mil-
a vear. In 2010 — 12. the supply 1S
expected to top the 60-million-tonne mark, and t:he
supply will exceed the demand by 10 — 12 million
tones a year. By 2010, Vietnam will become the big-
gest cement producers in the ASEAN bloc.

- Weaknesses and strengths of the industry:

+ Weaknesses: The selling price set by the VCIC
s subsidiaries from working out their
and policies. Some of their
plants are equipped with obsolete production lines
(they were built in the 1960s) with low productivity
and high costs and energy consumed. These lines
use MFO as fuel, which makes the production cost
higher when the oil price on the world market fluc-
tuates. According to the Vietnam National Cement
Association, after 2010, there are some 20 produc-
tion lines of capacity of 1,000 — 2500 tonnes per
day each and they are not considered as modern by
that vear.

In most cement plants, no investment is put in
environmental protection and they keep emitting a
lot of smoke to the air. The cement industry con-
sumes large quantities of lime, clay. coal, oil and
gas. They are non-renewable and produce a lot of
smoke and dust that lead to greenhouse effect. All
natural resources are limited and the supply of raw
materials from these resources is used up and ce-
ment companies will have to change their technolo-
gies or suffer falls In their profits and
competitiveness.

Human resource for the cement industry is of
poor quality; its workers lack necessary skills and
discipline. Clinker producers meet with difficulties
in recruiting skilled or well-trained laborers be-
cause most of them are situated in the mountainous
areas in Kién Luong and Ha Tién (Kién Giang), far
away from big cities. The VNCA has warned about
the shortage of labor because most cement compa-
nies are badly in need of skilled workers and expe-
rienced engineers and technicians. Cement made in
the Delta has low added values because no compa-

lion tones

prevents it
own business strategies
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tion to R&D activities with a

- ¥ atren
nies paid full atte competitiveness.

: igh
iew to making goods of hig :
\18\: Strengths: the industry at present enjoys

abundant supply of raw materials from ll;n:izi;z:il::s
tains in Kién Giang and clay from almos o
3 _ Many local brand names, such as Ha
% ~th92-l)}(lzrl)t?ién 9 _ Can Tha, and Can Tho Cement,
2;3:;11'01, big market shares because of theth stable
quality and consumers’ confidence and loyalty. '

The output always meets the set pl.ans.:\’l‘dll)t"
plants have operated at their ‘full Capacl_t')’- 1."” (:i
their workforce includes experienced Lt
skilled workers. Many training courses aré given
every year to help workers to get equal to require-
ments. The working population in the Delta is big
and cheap, which constitutes an advantage for la-
bor-intensive industries like the cement one.

The border with Cambodia with convenient
gates allows easy export of cement. Some sea ports
by the Gulf of Thailand facilitate import of clinker
from Thailand at low cost.

- Challenges and opportunities:

+ Challenges: Vietnam’s integration into the
AFTA and WTO opens the domestic market to for-
eign cement and other building materials. New ce-
ment grinding factories will be built using clinker
from Thailand or North Vietnam with the result
that the competition in the Delta keener. Cement
made in the Delta will face competition from local
and foreign-invested companies and cement im-
ported from surrounding countries.

Besides the possible surplus of cement, environ-
mental issues are also worrying because increases
in the cement output mean more pollutants.

Prices of coal and fuel rise frequently while
transport 1s costlier, local cement will become less
competitive in terms of price. Consumers’ confi-
dence in imported cement or cement from for-
eign-invested companies in Vietnam is also a great
obstacle to local companies if they fail to improve
their product quality, brand names, public images
and selling prices.

+ Opportunities: Integration into the AFTA and
WTO can help local companies absorb modern tech-
nologies, technical advances and new managerial
skills.

Economic growth in Vietnam and the Delta as
well, especially developments of the construction
uu'iust,ry, makes the demand for cement to increase
;])uwkly and sLabl'y. The market demand in the

elta and South Vietnam will be high in 2008- 2011
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when land policies are reformed, which
the realty market.

c. Factors affecting the competity,
ment industry:

At present, there are 14 cement
tary kilns with an estimated capac
lion tonnes a year; 55 small-sized plaps With ctn:
lime kilns or modified kilns with gy, catiou Statje
pacity of 5 million tonnes a year; ang S csd ca-
clinker grinding plants with a tota] installeq cnlent
ity of 6 million tonnes a year. In the coming apac.
the cement output is expected to rige becaus);ezr’
plants with rotary kilns with a totg] capacity of 3;
million tonnes a year are under construction Theg
new plants will be big competitors tq :
ment companies.

The above analyses allow us to identify factors
affecting the competitiveness of the cement indus.
try in the Mekong Delta.

Although cement companies in the Deltg made
high profits and big payments to local treasury,
they also cause damage for the environmenpt be.
cause of their obsolete technologies. If no plan to ye.
place their existing production lines to improve
their product quality and reduce pollutants, they
can not compete successfully against big-size rivals
when the domestic market is open fully.

4. Suggested solutions

Stimulates

nesg Of the o

‘plants With =
1ty of 215 mil-

existing ce.

a. Supporting factors:

- Capital: Bank loans and capital mobilized from
the stock market are useful sources needed for re-
placement of production lines, which can bring
about higher profit and develop their brand names.

- Technologies and facilities: More investment
must be made to install modern and highly auto-
mated production lines. When deciding on building
of new plants or upgrading the existing ones, au-
thorities should give top priority to projects that
employ 'modern and automatic technologies and
build plant of high capacity. These plants must be
situated in places where infrastructure is good and
near sources of raw materials and convenient Wfl'
terways. These are conditions for improvements i
the competitiveness when the domestic market 13
open completely. The plan for the cement industry
aims at removing all static lime kilns by 2020,
therefore, authorities must review the program
replace these kilns with modern ones and adopt
new policies to support this program and ensuré th‘e
supply of cement to the domestic market. In addi-
tion, the authorities must encourage cement plasts
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S |

o use coal instead of oil in order 10 reduce the pro-
duction cost (by 40% or 50% according to our ¢
lations)

. Labor: Programs to train managers and tec

alcu-

hni-
cians must be accelerated. Managers should be

equipped with Knowledge of financial 1ssues, stock
market, law and managerial skills in preparation
for international integration. New policies must be
adopted by companies to encourage their employees
to got attached to their carcers. A system of usz;ess-
ing performance of employees must be developed
and used as a basis for promotion, bonus and re-
wards

- Buvironmental protection: Authorities must
launch programs to save energy and recycle waste

[\

when possible. Rescarch centers and provincial ser-
vices of natural resources and environment must
carry out regular inspections and supervision of
quality of the air, water and land; give regular
training courses in environmental issues; and force
companies to handle their waste and effluent.

b. Demand factors:

- Product: Products must be diversified. Besides
traditional products, such as PC30 and PC40 ce-
ment, companies can research and develop new
products such as specialized cement and clinker, ce-
ment used for building bridges and irrigation sys-
tems, cement for works in saline arcas, cement of
low heat radiation, and various by-products of ce-
ment in order to increase profit and distribute risks
in competition.

Table 1: Factors affecting the competitiveness of the cement industry in the Mekong Delta

Factor Estimates Rating

Short-term plan

| 1. Supporung tactors |
! — - —t
|

Knowledge

Ditficultias in recruiting
| skilled laborers |

| | 5t

S '
| 1echnON0QY | Lack of hi-tech 4
| — - —_— —_— —4-
| Pty Oid and polluting 4
{ Finance Limited ability to mobi- T
lize new sources of 3
_____ — e capital | —
| Land, building site
Unreasonable pohcies 4

e  —

2. Demand tactors High elasticity of de-
mand, constant new 8

entnes

Regular maintenance

Medium- and long-term strategy

Altracting skilled labors with better
wage, benefits, working conditions,
elc. and cooperating wilh training cen-
lers

On-the-job training

Replacing old machines with the new

Apphcahogﬂ __ones

Financial support to replacement of
_polluting machines

—— — — - —

Securing new sources of capital (bank

Improving procedures for
port for industrial projects

Better supply for construc-

Eftective use of capital

— _— .

land clearance and sup-

loan, privatization, financial support
__from the State, etc. |

Zoning areas for industrial use

bon season

Enhancing the competitiveness and
building brand names

—— -

3. External support

Tariff on clinker imported from ASEAN

supply.

on imports

Chnker Local supply is limited, Importing clinker from
foreign supply is not 10 ASEAN countries, in- countries could be cut to ensure the
well under control creasing local production
] " 2%
Transport T t from north 2 Mil;‘ct‘:;:::ﬁtgtmset?o:: Developing the transport business to
'mm's:o:'m is limited e A R 0 ensure north- south transportation
k_la . The Government supporls researches
Both modem and ob- A Working out plans of re- | and application of unilorm and modern
solote ones are in use placement | production lines to reduce dependence
4. Business strategy Subsidiaries of VCIC
have advantages in VCIC subsidiaries should be restruc-
terms of brand names tured in order to enhance the manage-
and size but their per- 5 Improving the business ment; private ones should work out
formance s poor; pri- performance medium- and long-term development
vate compans have strategies and improve their competi-
better performance

tiveness

__and competitveness

Source Data from the survey of cement companies in 2007-2008; rating from 0 (no support). to 5 (medium support) and 10 (good

support)
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- Market: The distribution networks should be

perfected and appropriate forms of distribution
must be selected. VCIC subsidiaries operating as
traders of cement can be replaced with a network of
agents and distributors. Sales departments: of ce-
ment companies must be more professional and
concentrated in order to handle increased output in
the coming years. All transactions and exchange of
information between companies and customers
must be simplified and modernized by employing

" electronic devices. Competitive sale policies must

be made with a view to maintaining and expanding
the market share when facing foreign competition.
In the coming years, the supply may exceed the de-
mand and companies should consider exporting
their products to neighboring countries. In fact,
some companies have started exporting cement to
Cambodia in small quantities but they didn’t pro-
mote this plan because of obstacles from regula-
tions. '

¢. External support:

As for raw materials for the industry, companies
should develop and maintain cooperation with tra-
ditional suppliers, and look for the new ones in or-
der to secure reliable supply. Moreover, they should
look for new suppliers who can offer better materi-
als at more competitive prices in order to cut the
production cost.

Authorities can consider cutting tariffs on im-
ports from non-ASEAN countries in order to in-
crease the supply of raw materials and reduce
dependence on Thai suppliers. At present, price of
local clinker is equal to that of imported one, the au-
thorities, therefore had better allow import of
clinker in larger quantities in order to preserve lo-
cal sources of raw materials and protect the envi-
ronment. Tariffs on cement and clinker imported
from non-ASEAN countries could be cut to limit

o
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rushes on cement during the construction season,
thereby stabilizing the cement market in the South.

d. Business strategy: ,

Cement companies had better employ both lo-
cally-made and imported clinker when prices of the
two products are equal in order to preserve the only
mountainous area (Kién Luong) in the Mekong
Delta, and the local source can only satisfy 50% of
the market demand. To enhance the competitive-
ness of the cement industry, a uniform development
strategy is much needed. Companies must acceler-
ate programs to replace technologies and reform
the management system; and develop their own
brand names in preparation for foreign competition
when tariff barrier is lifted.

Our research shows that the cement industry in
the Mekong Delta lacks the local supply of clinker, a
well-trained workforce, and modern and pollut-
ant-free facilities. Results of the research prove the
opinion that the cement industry in the Delta has -
poor competitiveness. ®

Reference

- Gregory G. Dess, G. T. Lumpkin, Marilyn L. Tay-
lor (2005), Strategic Management - Creating Compet-
itive Advantages, The McGraw - Hill Companies, Inc.

- Luu Thi Lan & Mai Van Nam (2008) Cac Gidi
Phap Nang Cao Nang Luc Canh Tranh Nganh Hang
Xi Mang ¢ Béng Bang Séng Clu Long (Measures to
enhance the competitiveness of the cement industry
in the Mekong Delta), C&n Tho University Press.

- Michael A. Hitt; R. Duane Ireland; Robert E.
Hoskisson; Rowe Sheppard (2006), Strategic Man-
agement- Competitiveness and Globalization, Sec-
ond Edition, Nelson, a division of Thomson Canada
Limited. '

- Michael Porter (1998), Chién Lugc Canh Tranh
(Competition Strategy), Khoa Hoc & KV thuat Pub-
lishers ‘

- Mai Van Nam (2008), Gido Trinh Nguyén Ly
Théng Ké Kinh Té (Course in principles of economic
statistics), Van Hoa Théng Tin Publishers

- Tran Buc Hanh (2000), “Ld trinh tham gia AFTA
déi véi mot s6 sdn phdm cong nghiép ché bién chil
yéu trén dia ban Thanh phd H6 Chi Minh” (Track to
AFTA for some staple manufactured goods from
HCMC)

- EUH (2007), Anh Huéng cta viéc Gia Nhap T6.
Chic Thuong Mai Thé Gigi (WTO) doi véi Nén Kinh
T& Viét Nam (Effects of accession to the WTO on
Vietnamese economy), HCMC Publishers



