


EuroCham Business Climate Index Vietnam
4th Quarter 2011

High inflation remains a major concern for businesses:

0.10: "How do you assess the Macroeco­
nomic outlook for Vietnam over the next 6

Months?

But businesses seem to have been coping with the pressures of inflation. 48% of
companies expect inflation to have a significant impact on their business down from
56% last quarter. In this survey, we asked members to tell us what THEY think the
rate of inflation will be and the average of all the numbers we received came to
7.83%.

Pessimism about overall economic outlook:

When asked about the Macroeconomic outlook for Vietnam over the
next 6 months, 2/3 of respondents think that they will see a further
deterioration of an already difficult economic situation against 1/3,
who think that the situation will stabilize and gradually improve. This
shows that the measures taken to stabilize the economy have so far
failed to ease the concern of the business community about the
macroeconomic outlook.

deterioration -----.

Decree 46 will affect foreign businesses:

0.11: Will the government issued Decree
No. 46 affect your business?

~signiticanl ly

When asked about Decree 46 on the recruitment and management
of foreign employees in Vietnam, 79% answered that it will affect
their business in Vietnam 31% of which fear that the new
legislation will affect them 'significantly'. 20% stated that Decree
46 would have no effect on their business.

~nol al allSlightly ~

Under the new Decree 46, in order to extend work permit for a
foreign employee, a company must now enter into an apprenticeship
contract with a Vietnamese employee expected to substitute the
relevant foreign employee. EuroCham member companies have
always put the development of the Vietnamese staff as their highest

priority but many require some foreigners in their business operations in the country.

So we asked our members, what roles they hire foreigners for their
operations in Vietnam. With 87%, the vast majority answered that
they hire foreigners mainly for leadership and managerial roles.
followed by 46% who employ foreigners for their technical expertise
of the business and often both.

The business community needs to work closely with the
government to seek solutions that satisfy both Vietnam's need to
control the labour market as well as foreigner's freedom to hire
their preferred staff without additional administrative burdens.
EuroCham will continue recommending that employers should be
allowed to select the right candidate based on their own discretion
and internal processes. In the current business climate, it is more
important than ever not to deter potential investors willing to do
business in Vietnam.
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EuroCham Chairman Alain Cany commented on the survey: "Over the last quarters, EuroCham's BCI has declined
from 78 to 52 points, indicating a declining confidence in Vietnam as an investment destination. Coupled with the 28
percent drop in FDI through the first 9 months of 2011 and inflation rates of over 20%, it is fair to say that European
companies are increasingly concerned about the business and investment environment in Vietnam."

EuroCham Executive Director Matthias Duhn added that "The further drop of EuroCham's BCI is caused by slow
progress on many of the issues that were addressed in last year's Whitebook, coupled with some new issues that
are eroding confidence in the business environment in Vietnam: Macroeconomic troubles, high rates of inflation,
lack of adequate infrastructure and administrative burdens continue. At the same time, a number of new "market
access" issues, such as restricting the importation of goods into Vietnam, price controls and decreasing
transparency have not contributed to better perception of the business climate in Vietnam."

Please see the detailed findings of the survey here: www.eurochamvn.orq
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ABOUT EUROCHAM:

Since its establishment with only 60 members in 1998, the European Chamber of Commerce in Viet­
nam (EuroCham) has grown to represent more than 750 European businesses, counting among its
supporters many of the world's leading enterprises. With offices in both Hanoi and Ho Chi Minh City,
EuroCham's mission is to represent the business interests of our European members in Vietnam, and
to improve the business environment in Vietnam for the benefit of all players. EuroCham also aims at
helping Vietnamese enterprises to successfully meet the many challenges posed by the nation's ongo­
ing global economic integration.

As the lead organization representing European business interests in Vietnam, EuroCham now works
in partnership with the German Business Association in Vietnam (GBA), the French Chamber of Com­
merce and Industry in Vietnam (CCIFV), the Dutch Business Association Vietnam (DBAV), the Bel­
gium Luxembourg Chamber of Commerce in Vietnam (BeluxCham), the Italian Chamber of Commerce
in Vietnam (ICham), the Spanish Business Group in Vietnam (SBG) and the Hanoi chapter of the Nor­
dic Chamber of Commerce Vietnam (NordCham). EuroCham is also a member of the European Busi­
ness Organizations (EBO) Network, which works to represent the interests of European businesses in
more than 30 countries.
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