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RISK MANAGEMENT IN LINKAGES BETWEEN PRIVATE ENTERPRISES
AND FOREIGN DIRECT INVESTMENT ENTERPRISES IN HAI PHONG

In the context of accelerating industrialization, Hai Phong affirms its role as a leading center
for attracting foreign direct investment (FDI) in the country. However, the cooperative relationship
between domestic private enterprises and foreign-invested enterprises still faces systemic risks, affecting
cooperation efficiency and business sustainability. This article analyzes risks in the linkages between
private enterprises and FDI enterprises in Hai Phong city based on the Enterprise Risk Management
(ERM) theoretical framework and synthesizes statistical data, previous research, and practical
reports. From there, it proposes several policy recommendations to contribute to improving linkage
efficiency and promoting sustainable development between the domestic and foreign economic sectors
in Hai Phong city.
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Introduction

In the context of an increasingly deep and multi — dimensional international economic
integration process, the foreign direct investment (FDI) sector has been playing a key role in
promoting economic growth, restructuring the industrial base, and enhancing Vietnam’s national
competitiveness. Hai Phong city is the locality attracting the second — largest FDI flow in the country,
having formed an industrial ecosystem including a network of concentrated industrial zones, a
deep-water seaport system, and synchronous logistics infrastructure, creating favorable premises for
establishing and developing business links between FDI enterprises and the domestic private sector.

Practice shows that although the number of FDI projects in Hai Phong is constantly increasing,
the level of participation of domestic private enterprises in FDI — led value chains remains limited.
One of the important causes is the existence of many risks during the cooperation process, ranging
from legal, financial, and technical risks to risks concerning the environment, supply chains, and
management capacity. Previous studies have mainly focused on analyzing the positive impacts of
linking with FDI enterprises on economic growth, while in — depth research on risks in private
enterprise — FDI linkages, especially from a risk management perspective, is still relatively limited.

This article aims to fill the research gap by approaching the issue of private enterprise and
FDI linkage from a risk management perspective.

The research objectives of the article are:

1) identify risks in private enterprise — FDI linkages;

2) analyze factors affecting risks;

3) evaluate the effectiveness of current risk management mechanisms and propose
appropriate management and policy implications.

Theoretical basis and research overview

Concept and Classification of Risks in Business Linkages.
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Risk is understood as the possibility of uncertain events occurring that could negatively
affect the achievement of organizational goals. According to the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) [1], risk is associated with strategy and
performance, requiring businesses to identify and manage it systematically. In the context of linkages
between private enterprises and FDI enterprises, risks not only come from the external business
environment but also arise during the process of cooperation, resource sharing, and benefit distribution.
Business linkage risk can be understood as the possibility of conflicts, losses, or cooperation disruptions
due to differences in goals, information, behavior, and the institutional environment between partners.

Based on a synthesis of research, risks in private enterprise — FDI linkages can be classified
into main groups:

1) strategic risks;

2) information and information asymmetry risks;

3) contractual and legal risks;

4) operational risks;

5) financial and profit-sharing risks;

6) institutional risks.

These risk groups have interactive relationships and directly impact the efficiency as well as
the sustainability of business linkages.

Foundational Theories.

The research is based on three main theoretical frameworks.

First, Transaction Cost Theory suggests that uncertainty and information asymmetry
increase cooperation costs, thereby increasing linkage risks.

Second, Resource-Based View (RBV) emphasizes that capacity differences between FDI
enterprises and private enterprises are the core cause of risk.

Third, Enterprise Risk Management (ERM) Framework provides a holistic approach to
identifying, measuring, and controlling risks throughout all business activities.

Research Overview.

International studies indicate that linkages between FDI and domestic enterprises are often
limited by technical capacity, quality standards, and the risk management capabilities of local firms.
In Vietnam, many studies show that the localization rate in industrial sectors remains low, reflecting
risks in participating in global value chains; some studies have mentioned risks such as transfer
pricing, information asymmetry, and technological dependence [2, 3]. However, the number of stud-
ies approaching the issue from a risk management perspective is still limited, especially systematic
studies in the Hai Phong locality. This is the research gap that the paper aims to address.

Research methodology

The study uses a synthetic approach, collecting secondary data from official statistical
reports, research documents [4—7], and scientific works both domestically and internationally. The
primary analysis methods include descriptive statistics, comparison, and content analysis to identify
risk groups and assess their impact levels on the efficiency of private enterprise—FDI linkages.

Research results

Current status of risks in the linkages of private enterprises and FDI enterprises in Hai Phong.

According to statistics from the Hai Phong Economic Zone Authority as of 2025, Hai Phong
recorded 1,761 valid FDI projects with a total capital of over 50,6 billion USD, most of which is
located in industrial zones and economic zones — the main drivers for investment attraction. In the
first 10 months of 2025, the city attracted an additional 165 FDI projects with registered capital of
approximately 1,2 billion USD [8], showing that FDI flows still grow strongly year by year. The
number of private enterprises in Hai Phong currently stands at 45,155 operating businesses,
contributing significantly to GRDP, budget revenue, and job creation) (Table 1).
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Table 1 — Statistics of FDI and Private Enterprises in Hai Phong City

Indicator Data
Number of valid FDI projects 1,761 projects
Total registered FDI capital (as of 2025) 50,64 billion USD
Of which, FDI in industrial & economic zones 1,017 projects with 42,80 billion USD
New FDI projects (first 10 months of 2025) 165 new projects with 1,2 billion USD
Private enterprises operating in HP 45,155 enterprises
Contribution ratio of private enterprises > 40 % GRDP; > 50 % domestic revenue
Number of operating FDI enterprises (approx) > 1,700 enterprises
Number of industrial & economic zones 43 zones

(Source: Hai Phong Economic Zone Authority)

According to Mr. Le Trung Kien, Vice Chairman of the City People’s Committee and Head
of the Hai Phong Economic Zone Authority, “The linkage between FDI enterprises and domestic
enterprises is not yet tight; many large FDI projects remain like oases, having not yet formed highly
competitive linked industry clusters; local enterprises mainly participate in processing and assembly
stages with low added value. Besides, technology transfer activities are limited; Hai Phong has
attracted factories but has not yet attracted Research and Development (R&D) centers. Technology
transfer mainly stops at the operational level, without spreading source or core technology, making
the city’s industry dependent on the outside. The supply of high-quality human resources also fails
to meet requirements; the shortage of engineers and high-tech experts, especially in new technology
fields, is reducing the attractiveness of the investment environment and hindering the development
of future industrial sectors” [8].

Thus, in the linkage relationship, private enterprises and FDI enterprises in Hai Phong are
still facing major risks that need to be considered for management:

— legal and Green Standard (ESG) Risks. These risks are newly arising but extremely
difficult to overcome in the short term due to requirements from international markets such as the
EU’s Carbon Border Adjustment Mechanism (CBAM). FDI enterprises have begun requiring
suppliers in Hai Phong to prove green production processes and carbon emission reductions. Most
Hai Phong private enterprises are using old technology, which is energy-intensive and lacks
emission data management systems. The consequence is the risk of mass contract cancellations for
failing to meet the green technical barriers of multinational corporations;

— risk of being replaced due to massive technology gaps. This is the most visible risk
despite Kaizen programs or technical support; however, these programs have only stopped at a pilot
scale with limited participating businesses compared to the city’s total of over 45,000, and the speed
of technological innovation of FDI corporations like LG, Samsung, and Pegatron is much faster
than the reinvestment capacity of Hai Phong private enterprises. When FDI enterprises upgrade
production lines to new generations (e.g., from 4G to 5G, or full automation with robots), domestic
private enterprises cannot secure loans in time to modernize corresponding machinery. Consequently,
private enterprises are immediately eliminated from the supply chain, leading to “dead capital” risks
as old machinery cannot be utilized for other customers. A comparison of the R&D resource gaps
between LG and Hai Phong’s private enterprises is presented in Table 2.

Table 2 — Comparison of R&D resource gaps between LG and Hai Phong private enterprises

Index LG Group (Typical FDI) | Hai Phong Private Enterprises (SMEs)
R&D expenditure rate 3-4,5% <0,5%
Number of R&D engineers > 2,000 (in VN) < 5 (average/enterprise)
Technology level 4.0 / Automation 2.0 / Semi-automatic

(Source: Synthesized from «LG Annual Reports», General Statistics Office, PCI-VCCI Report)

— risk of the processing trap and low added value. Although called a linkage in reality
most Hai Phong private enterprises still stop at low-level supporting sectors. Domestic enterprises
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mainly provide packaging, logistics, labor protection, or simple mechanical details. Core parts such
as sophisticated electronic components, chips, and software are still imported by FDI enterprises
from their existing overseas ecosystems. Consequently, private enterprises are stuck in low-profit
segments, lacking sufficient profit margins to invest in R&D, leading to unsustainable development;

— risk of high-quality brain drain. A paradox is occurring in the Dinh Vu - Cat Hai
economic zones: domestic private enterprises act as training schools for the FDI sector. The FDI
sector in Hai Phong industrial zones, with strong financial potential, has attracted most of the city’s
high-tech labor and good managers. According to survey results in the 2023 PCI Report [9],
although Hai Phong is in the leading group for labor training, personnel competition pressure from
the FDI sector causes more than 60 % of domestic enterprises to face difficulties in retaining
experts and technical labor. The turnover rate of core technical personnel in Hai Phong's supporting
private enterprises to the FDI sector is estimated at 15-20 % per year, putting private enterprises in
the trap of losing people after training. Consequently, domestic private enterprises not only find it
hard to recruit but also frequently lose core personnel to the FDI sector, risking production disruption
and leakage of business secrets and operational processes to competitors or partners;

— negotiation asymmetry risk. The disparity in economic status leads to contract terms
that are often unfavorable to local private enterprises. FDI enterprises often apply delayed payment
mechanisms (60-90 days), require annual price reductions of 5-10 % [10], and impose very heavy
penalty clauses for violations. Consequently, private enterprises suffer from extreme financial
pressure. When market fluctuations occur (such as rising raw material prices), private enterprises
lack the ability to negotiate higher selling prices, leading to the risk of losses even with full orders.

Policies Hai Phong is implementing to manage private enterprise and FDI linkage risks.

1. Legal risk management policy. The city implements a direct dialogue mechanism to resolve
problems right from the grassroots level. Hai Phong maintains periodic dialogue conferences to remove
difficulties for FDI enterprises and connect investment—business (typically conferences organized
by the Department of Finance and the Economic Zone Authority at the end of 2025). Administrative
reform applies new regulations of the Investment Law (amended) from December 2025 [11] to narrow
down cases requiring project adjustments, helping private enterprises and FDI respond faster to
market fluctuations.

2. Technology risk management policy. To prevent private enterprises from being eliminated
from supply chains due to obsolescence, the city applies Resolution No. 18/2025/NQ-HDPND [12]
providing tax incentives for innovation activities, semiconductor circuits, and artificial intelligence. This
is the key for private enterprises to upgrade technology levels to approach FDI requirements. Hai Phong
has completed surveys and updated data on over 170 enterprises (mechanics, electronics, automotive...)
on the national information system for FDI to easily search, reducing information asymmetry risks.
The city aims for supporting technology to meet 60—65 % of local production demand by 2025.

High-quality human resource attraction policy [13]. The city offers support packages to attract
talent; excellent graduates receive support up to 150 million VND when recruited into the city’s key
units. Social welfare support: Laborers from other localities coming to work are supported with
5 million VND/month for travel expenses and prioritized for social housing purchases (policy
applied for the 2026 period). This helps supporting private enterprises reduce welfare cost pressures
while still retaining people.

Finance and infrastructure policies to manage operational risk. Resolution 20/2025/NQ-HDND
[14] allows support for direct leasing of science and technology infrastructure assets without
bidding, helping private enterprises access modern Labs and machinery at low costs. Hai Phong is
deploying a free trade zone of over 6,000 hectares to create a specific business environment where
private enterprises and FDI enjoy specific tariff and customs procedure incentives, minimizing
logistics cost risks.

Overall, Hai Phong has issued many breakthrough policies like Resolutions 18 and 20
of 2025. However, “gaps” still exist that prevent FDI-private enterprise links from meeting expectations.
Incentive policies for Al, semiconductors, or science and technology (Resolution 18/2025) [12] often
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set very high standards. Most Hai Phong private enterprises are SMEs and lack the profile capacity
to prove eligibility, and there is currently no specialized credit guarantee fund for supply chains.
Banks still require real estate as collateral, while the largest assets of private enterprises — supply
contracts with FDI firms and specialized machinery systems — are not accepted as collateral.
Additionally, Hai Phong still lacks “soft” policies to encourage FDI enterprises to transfer technology
to local firms. FDI enterprises still prioritize importing components from their existing overseas
ecosystems or satellite businesses of the same nationality within Hai Phong.

Several proposals.

For the Hai Phong City Government.

Green standard risk management. Propose that the city government build support policies for
consultancy costs, assessment, and granting of green/low-emission certificates for domestic private
enterprises participating in FDI supply chains to help them overcome the risk of exclusion due to
international green standards. Turn environmental risk compliance into a competitive advantage for
Hai Phong private enterprises compared to other localities. Enterprises achieving green certification
will be prioritized for access to green credit packages or supported with ground rental costs in
eco-industrial zones (such as Deep C, Nam Cau Kien).

Financial risk management. Implement linked credit packages to help mitigate cash flow
disruption risks for private enterprises participating in large supply chains. The city government
works with commercial banks to build preferential loan packages based on orders or accounts
receivable from reputable FDI enterprises (such as LG, Pegatron). Private enterprises can access
capital without excessive collateral, thereby having resources to upgrade machinery timely according
to FDI enterprise requirements.

Human resource risk management. Propose building human resource training policies based on
orders and protecting personnel copyrights: the city government establishes joint technical training
centers between industrial zones and local universities. Establish non-compete agreements monitored by
the government. FDI enterprises commit not to solicit core personnel from private enterprise partners
for a certain period to resolve brain drain risks from private enterprises to FDI, thereby helping create
stable human resource flows for both sides and protecting private enterprise training investments.

For Hai Phong Private Enterprises (DNTN).

Green standard risk management. Private enterprises need to proactively apply standards
like ISO 9001, ISO 14001, and especially Social Responsibility (RBA) or emission reporting (ESG)
standards to reduce the risk of sudden contract termination due to global standard violations.

Technology risk management. Invest in core technology instead of just buying machinery to
avoid obsolescence risks by allocating at least 3—5 % of revenue to R&D or digital skills training
for employees. Should cooperate with universities in Hai Phong to solve specific technical problems
requested by the FDI side.

Risk of replacement. Strategy of “customer portfolio diversification”; should not let one FDI
customer account for more than 40 % of total revenue to mitigate chain collapse risks if the main
FDI partner faces a crisis or shifts factories to another country.

Legal risk management. Build legal negotiation capacity, hire or consult professional law
firms when signing contracts regarding terms such as payments, penalties, and intellectual property.

For FDI Enterprises in Hai Phong.

There is a need to consider domestic private enterprises as “strategic assets” to reduce global
supply chain risks:

— shift from screening to nurturing. Instead of just eliminating weak suppliers, FDI
enterprises should send experts to provide direct technical consultancy support at the private
enterprise’s factory (similar to the Samsung model). This reduces risks of uneven product quality
and lowers logistics costs compared to importing components;

— apply financial risk-sharing mechanisms. Consider shorter payment terms for local private
enterprises or provide guarantees for them to borrow bank capital to buy machinery specifically for
their own orders;
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—  prioritize peripheral technology transfer. Proactively transfer technologies that are old
compared to global standards but still modern compared to local levels to gradually upgrade the
supporting ecosystem in Hai Phong;

— transparence in localization roadmap. Provide private enterprises with a component
demand plan for the next 3—5 years to reduce wrong-direction investment risks for them, helping
them feel secure in pouring capital into machinery that the FDI side actually needs.

General recommendations for coordination between the two sides.

To manage common risks, both sides should establish regular interaction mechanisms:

— build emergency communication channels. Establish rapid response teams to handle
supply chain incidents, raw material price fluctuations, or policy changes in Hai Phong;

— participate in local specialized associations. Join organizations together, such as the
Supporting Industry Association, to have a common voice in recommending policies to the city
government;

— cooperate on supply chain digital transformation. Jointly use order management
platforms (connected ERP) to track production progress in real-time, helping eliminate risks of late
delivery and inventory discrepancies.

Conclusions

In general, risk management in linkages between private enterprises and FDI enterprises is not
only the task of each individual enterprise but requires a multi-level approach, combining the state,
locality, intermediary organizations, and the enterprises themselves. Synchronous implementation
of the above measures will contribute to improving linkage quality, minimizing risks, and heading
toward the goal of sustainable development for the business sector in the context of international
economic integration.
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YnpasjieHne pucKaMy BO B3aUMO/ICHCTBHY YAaCTHBIX NPEeNPHATHI U NPeANPUSTHI
¢ IPSIMbIMM MHOCTPAHHBIMHU UHBECTULUSIMU B ropojae XaiigoH

B ycnoBusx pactyieil MexXTyHapoAHONH SKOHOMUUYECKOW MHTErpaliii CEKTOP MPSIMBIX MHOCTPAaHHBIX WHBECTULIMI
(ITMU) urpaer kimoueByto poiib B pa3Butun BeetHama. ['opos XaticoH, KOTOPBIH MPHUBJIEKaeT BTOPOH IO BEIUYHHE ITOTOK
[I1U B cTpane, 0b1agaeT pa3BUTOM NMPOMBIIUIEHHOH W JIOTUCTHYECKOH MH(PACTPYKTYpOHi, co3aaromieil oaronpusTHeIe
yCIIOBHS AJS B3aMMOJEHCTBHS MHOCTPAHHBIX M OTEUECTBEHHBIX HpeanpusTuil. OJHAaKo, HECMOTpPA Ha POCT 4HUCIA
npoekToB I1TMH, ypoBeHb BOBIEYEHHOCTH MECTHOTO YacTHOTO OM3Heca B MPON3BOACTBEHHBIE LETIOYKH OCTAETCS HU3KHM
13-32 MHOXKECTBA PUCKOB (IOPHIMYECKNX, (PMHAHCOBBIX, TEXHUYECKUX H T. 11.).

ITockonbKy BOMPOCH! yNpaBIIEHUs] PUCKAMH B CBSI3X MEXIy 4acTHbIMU npeanpuatusmMu U ITMU n3ydeHs
HEI0CTaTOYHO, JaHHOE MCCIIEOBAaHNE HALIEJIEHO Ha BOCIIOIHEHHUE 3TOT0 Mpobea U paccMaTpUBAET MPOOIEMy B3aHMO-
JEeWCTBHA YKa3aHHBIX CyOBEKTOB Yepe3 IPU3MY PUCK-MEHEIKMEHTA.

IIpoBeneH aHanu3 pUCKOB, UMEIOIIMX MECTO MPU B3aUMOJAEHCTBUU YACTHBIX NPEANPUATHA U OPEIIPUITHH C
[T1U B ropone XaiioH Ha OCHOBE TEOPETUUECKOW KOHLIEMIMU YIPABICHUsI pUCKAMU TIPEIIPHATHS, a TakKe 0000IIEHBI
CTaTUCTHYECKHUE JNaHHBIC, Pe3yIbTaThl MPEABIYINX HAyYHBIX MCCIEJOBAaHUM M NMpakTHYECKHe OT4eThl. PaccMoTpeHa
NOJIUTHKA, KOTOPYIO pealn3yeT IMpPaBUTEIbCTBO Xal(oHa Al yNpaBieHHs PUCKaMU B NPaBOBOH, (pUHAHCOBOW W
HHPaACTPYKTYpHOH cepax, a Takke B chepax yNpaBieHUS TEXHOJIOTHYECKUM PUCKOM U MPUBJICUYECHHS YEIIOBEUECKUX
pecypcos.

INpennosxeHs! peKOMEHAAINH, HallpaBICHHbIE Ha MOBBIIIEHNE 3P (EKTHBHOCTH CBSI3eH M COJICHCTBHE YCTONIMBOMY
Pa3BUTHIO MEX/y OTEUECTBCHHBIM W HHOCTPAHHBIM CEKTOPaMH SKOHOMHUKH B ropojie Xal(oH, Cpej KOTOPBIX: CO3aHHe
KaHaJIOB KCTPEHHOHN CBSI3M, y4acTHE B MECTHBIX CIEHHAIM3UPOBAHHBIX ACCOLMAIMAX, COTPYIHHYECTBO B 00JIaCTH
1 pOBOI TpaHCPOPMALIUH ETTOYKH TTOCTABOK.

PUCKH, TTPAMBIE THOCTPAHHBIE MHBECTUILINH, YACTHBIE HPEAIPYATYA (IIPEATIPUATHASA YACTHOT'O
CEKTOPA), XAU®OH

Bui Ba Khiem, Bui Ngoc Mai, E. lu. Rudneva
Risk Management in Linkages between Private Enterprises
and Foreign Direct Investment Enterprises in Hai Phong

In the context of growing international economic integration, the foreign direct investment (FDI) sector plays a
key role in Vietnam’s development. Hai Phong, which attracts the second largest inflow of FDI in the country, has a
developed industrial and logistics infrastructure that creates favorable conditions for linkages between foreign and
domestic enterprises. However, despite the growing number of FDI projects, the level of local private business
involvement in production chains remains low due to numerous risks (legal, financial, technical, etc.).

Since the issues of risk management in the relationships between private enterprises and FDI have not been
sufficiently studied, this study aims to fill this gap and examines the problem of linkages between these entities based
on the risk management.

This article analyzes risks in the linkages between private enterprises and FDI enterprises in Hai Phong city
based on the Enterprise Risk Management (ERM) theoretical framework and synthesizes statistical data, previous
research, and practical reports. It examines the policy implemented by the Hai Phong government to manage risks in the
legal, financial, infrastructure, technological and human resource management areas.

From there, the article proposes several policy recommendations to contribute to improving linkage efficiency
and promoting sustainable development between the domestic and foreign economic sectors in Hai Phong city including
creating emergency communication channels, participating in local specialist associations, and collaborating on digital
transformation of the supply chain.

RISKS, FOREIGN DIRECT INVESTMENT, PRIVATE ENTERPRISES (DNTN), HAlI PHONG
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