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Abstract 

Purpose - The purpose of this paper is to identify the possibilities for a garment producing 
country, with high supplier and buyer dependency, to implement a yarn-forward value chain. 
 
Design/methodology/approach - This study analyzes existing literature along with collected 
data conducted through a field study in Vietnam. Primary data was collected through 
interviews with actors within the Vietnamese garment industry. 
 
Findings - What has been concluded through this case research is that monetary investments, 
relationships, and education of employees are dimensions that seem to be foundational in 
building a yarn-forward value chain successfully.  
 
Research limitations/implications - This study is limited to a specific case, only focusing on 
Vietnam's textile industry, meaning that the identified factors needed for establishing a yarn-
forward value chain may differ depending on each country's native capabilities and access to 
raw materials.  
 
Practical implication - The findings of this study may contribute to an increased 
understanding of the surrounding factors regarding the implementation of yarn-forward 
production in a garment producing country.  
 
Originality/value - This study contributes to a deeper insight in what factors that affects a 
country’s garment industry and how a more competitive position can be created on the global 
textile market by taking these factors into consideration.  
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1  Introduction 
In this introducing chapter a broader insight into the thesis will be presented. Additionally, 
the defined problem as well as the purpose of this study will be presented to the reader. 
 

1.1  Background 
On account of modern technology, different parts of the world can communicate and trade 
with each other. Global trade has opened up the world, making it possible to access markets 
and products all around the globe (Bhagwati, 2004). Freighting products from one part of the 
world to another is today relatively easy and quick, and due to cheap labor in developing 
countries many companies place their production in far off locations (Mottaleb & Kalirajan, 
2014). With this in mind, it might seem like globalization has helped many developing 
economies to blossom due to the possibility to export local products to other countries and 
regions, and thus become competitive on the global market. Although, the opinions differ 
regarding how globalization is affecting developing countries (Lee & Vivarelli, 2006). As the 
advocates believe that trade is good for the economic growth, which in turn is creating jobs 
and helping the poor, the critics stresses how globalization is uneven in its impacts and creates 
negative counter-effects (Ibid). 
 
Vietnam belongs to one of the developing economies with a garment industry that has 
continued to blossom and now not only plays a great importance for the Vietnamese domestic 
welfare, but also for the world economy. In recent years, Vietnam has become a strong player 
within the global textile market (Tuan, 2012), and with approximately 5 000 companies, the 
Vietnamese garment industry is the leading export sector (Textile World, 2012; Vietnam 
News, 2015). Vietnam is a major exporter of textiles and garments to the US, accounting for 
about 47,8% of the total export during the first eight months in 2014 (Business2Community, 
2015). Thus this makes the US as a main demander and influencer for the Vietnamese 
garment industry. The industry employs about 2 million people working in textile and 
garment enterprises, and products are shipped to more than 180 countries across the world 
(EOS Intelligence, 2015). Hence the textile industry is a key source of export revenue and 
employment generation to the economy of Vietnam (Nguyen & Le, 2005). 
 
Even though the Vietnamese garment sector is a huge textile exporter, Vietnam is severely 
dependent on imported raw materials and fabrics from China, in order to meet its production 
proportion. Vietnam’s cotton production only satisfies 1% of the sectors demand and its fabric 
production only satisfies about 12 – 13 % of the demand according to the Vinatex reports 
(Textile World, 2014). Hence, the Vietnamese industry is aware of its need to develop 
domestic raw material production in order to reduce its dependency on imports from China 
(ibid). Today, about 70% of Vietnam's textile and apparel production is dependent on 
imported textiles and primarily from China (ITA Technical Textiles Top Markets Report, 
2015; Nguyen, 2016). 
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Vietnam, the US and 10 other countries concluded a high-standard free trade agreement 
addressing new and unindustrialized trade issues and 21st-century challenges. The Trans-
Pacific Partnership (TPP), is bringing together some of the largest and fastest growing 
economies across the Asia-Pacific, into a single trading community that represents 
approximately 30% of the global GDP.  The TPP will boost economies, lower trade and 
investments barriers, increase exports, as well as create more jobs for the people within the 
member countries (The US Embassy, n.d.). The TPP agreement will allow duty-free access 
for the Vietnamese textile and garment exports into the US, theoretically on the basis of the 
yarn-forward rule of origin, which requires that every stage of the garment production from 
yarn-forward including weaving, dyeing, finishing, sewing, and manufacturing of other 
materials, must be done in Vietnam or any other TPP member country (Textile World, 2014, 
Phan, 2016).   

1.2 Problem description 
Although the Vietnamese apparel industry is growing bigger, it is still very dependent on 
imports of fabric from other countries, as mentioned in section 1.1 70 % is imported from 
China. The fact that almost no fabric is being made in domestic fabric mills is making 
Vietnam very dependent on other markets in order to continue their own manufacturing 
process. The dependence of other countries causes problems for Vietnam in different ways. 
One aspect is the relationship between Vietnam and China, which has always been complex 
(Nguyen, 2016). It is connected with a big risk for Vietnam to place all their dependency on 
China, hence China have huge bargaining power on the textile market (Shen, 2011, McCann, 
2011). They can by any means end the trading relationship with Vietnam, and because of their 
high supplier power they can for instance increase the prices of their products. Another aspect 
is the complicated relationship between the US and China, where the US wants to diminish 
the power of China by moving big parts of their textile imports to other countries, like 
Vietnam, instead. With that, the US have also demanded Vietnam to minimize their business 
with China through the TPP (The Wall Street Journal, 2015). For Vietnam to lose their 
biggest trading partner, would be devastating and thereof the US have strong buyer power 
over Vietnam. Therefore, it is clear that in order for Vietnam to maintain a big player on the 
apparel market they need to adapt to the current situation. An alternative for Vietnam would 
be to start up domestic fabric mills in order to take care of the whole supply chain – yarn-
forward production – and thus increase the economic benefits, not only for the textile 
enterprises, but also for the whole country.  
 
Figure 1 summarizes the difficulties that Vietnam faces, being strongly dependent on its 
largest supplier of fabrics, China, and at the same time getting high demands from their main 
customer, the US. By adapting to the current situation, many opportunities could arise, mostly 
for Vietnam, but also for the global textile market in general.     
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1.3 Purpose 
Based on the problem description, this study aims to investigate what it takes for a garment 
producing country to establish a whole textile value chain, meaning from raw material to 
finished garment. As such, the purpose of this study is as follows: 
 
To identify the possibilities for a garment producing country, with high supplier and buyer 
dependency, to implement a yarn-forward value chain. 
 
The fundamental factors and capabilities needed for a yarn-forward value chain are equal for 
all producing countries. Although each country has different condition and are affected by 
individual external and internal aspects, which are determining their opportunities. This study 
will therefore be examined through a case study within the Vietnamese garment industry and 
focusing on its domestic conditions and influencing factors. This is leading into following 
research questions: 
 
RQ1: What factors and capabilities are required for a garment producing country to 
implement yarn-forward production? 
 
RQ2: How can Vietnam establish a competitive position within the textile industry by 
applying a yarn-forward value chain?    
 
This study will not only be contributing to understanding the aspects of a full yarn-forward 
value chain, but also to understand the power play within the global textile and apparel 
industry. The results of this study could be beneficial for players within the Vietnamese textile 
industry, and might affect the industry’s future strategies. If a yarn-forward strategy will be 
implemented in Vietnam, it might in the long run change the trade positioning on the global 
textile market, which could be benefitting different actors in the textile and apparel industry.    

OPPORTUNITIES	
-	Minimizing	dependency	on	China	
-	Open	up	for	job	opportuni9es	
-	Higher	economic	profit	for	
Vietnam	
-	Mee9ng	customer	demands	(U.S)	
-	Decreasing	China's	power	on	the	
global	tex9le	market	

China	
-	High	
supplier	
power	

	

The	US	
-	High	
buyer	
power	

Vietnam	
-	Needs	to	
adapt	to	
industry	

enviroment	

Figure 1. Vietnam’s dependent position and possible opportunities. 
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1.4 Delimitations 
This study is restricted to the textile industry of Vietnam, focusing on Vietnam's greatest and 
most influencing trade partners China and the US. It is of great interest to only focus on the 
textile trade between Vietnam, China and the US, since Vietnam is highly dependent on 
inputs of material from China, and the US is Vietnam's major garment buyer at the moment.  
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2 Theoretical framework 
In this chapter theoretical frameworks and secondary data that is related to and supports the 
research question will be presented.  
 
 
2.1 Politics and international economics 
International trade negotiations have changed dramatically during the last 50 years, and ever 
since the first series of negotiations under the General Agreement on Tariffs and Trade 
(GATT), trade negotiations have moved from the shared reduction of tariff barriers to 
comprise non-tariff barriers, with an increased focus for domestic issues with an impact on 
trade. In 1995 the Uruguay Round led to the creation of the World Trade Organization (WTO) 
and expanded the coverage of the bilateral trading system into service and intellectual 
property rights (Woll & Artigas, 2007). Trade related areas such as environment, labor 
standards, competition, and investment policies, are all affected by the negotiated rules within 
the WTO frames (ibid). Many developing countries have thus now become powerful traders 
with an established coalition that reaches across the continents. Developing countries have 
learned how to support each other during bilateral negotiations as well as how to practice the 
legal rules according to their own advantages (Lanoszka, 2003).  

2.2 Competitive advantage through knowledge 
The global marketplace has always been complex and dynamic, but the last two decades have 
been exceptionally transformational, a situation that Cavusgil & Cavusgil (2012) reflects 
upon. They say that in terms of opportunities, firms have never before faced such open 
markets and modern tools for accessing the global markets. In terms of challenges, factors 
such as intense competition, complexity of managing multiple markets, and the difficulty of 
handling cultural, political and geographic barriers affect the firm’s success in global markets. 
 
Due to globalization and highly demanding customers, the competition among manufacturing 
companies have increased massively. Powerful foreign competition, rapid technology 
changes, shorter product lifecycles and customers who seek for product customization, 
increasingly influences manufacturing companies (Zhang et al., 2013). Today, organizations 
not only compete according to their external proficiencies, but rather through their abilities to 
control manufacturing proficiencies. 
 
The combination of increased customer desires and competitive pressure, have forced 
managers to ensure that their organizations resources are well united across all operative 
areas, but also throughout the entire supply chain.  This alliance is the key to develop and 
maintain manufacturing proficiencies required in order to meet variable customer demands in 
a knowledge-demanding environment (Hussain et al., 2015). 
 
Today, knowledge is universally recognized as a critical competitive advantage, and the 
interest in knowledge management has consequently increased for most organizations (Ajmal, 
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Helo & Kekäle, 2010). Hence, sustaining a competitive advantage and improve performances, 
knowledge management is an important and acknowledged tool as it provides organizations 
with directions on how to boost their competitiveness (Hussain et al., 2015). The 21st century 
is the period of knowledge economy, where most organizations possess knowledge that 
empowers them to improve their performance (Zaied, Hussein & Hassan, 2012). 

2.3 International competitive advantage  
Porter (1990) argues that the characteristics of the home nation play an important role in the 
firm’s international success. Although, coming from a nation with privileged conditions 
doesn’t automatically result in international success. On the other hand, coming from a nation 
with difficulties raises fundamental concerns. In other words, the conditions of the home 
country may create an environment in which a firm or industry can gain competitive 
advantage. Although, the firm itself has to take the responsibility of creating a strategy in 
order to seize the opportunities that may be present in the domestic environment. 
 
In order to grow and innovate, Porter (1990) discusses the importance of creating an 
environment that challenges and pressures the firm, for instance by choosing demanding 
buyers and establish norms of exceeding the toughest regulatory standards. The aim of 
seeking out challenges is to create the conditions in which competitive advantage can be 
maintained. 
 
High-intensity domestic competition creates international success and therefore it is important 
to strengthen national firms (Porter, 1990). Although domestic suppliers should be allowed 
some time to adjust and be provided with help and support, they should be pressured into 
being as good as their foreign competitors. This means that domestic suppliers should be 
confronted to match the quality, productivity and strategies of their foreign competitors. 
Porter (1990) believes that the most capable rivals are at home and by competing with them 
many benefits will arise for the whole national industry. Though, this has to be balanced by 
meeting the best foreign rivals, he highlights.  
 
In order for a firm or industry to gain advantages in other nations, alliances can be formed. 
These are long-term agreements between firms from different nations and can be conducted in 
different ways, such as joint venture, licenses and sales agreements. For industries that are 
going through structural change, or are being particularly threatened, alliances are common to 
deal with uncertainty.  

2.4 Five competitive forces 
In 1980 Porter published what has become known as “Porter’s Five Forces”, see figure 2. This 
model has ever since revolutionized the thinking of academics and managers (Crowther, 
2008). Porter (2008) suggests that not only direct competitors are to be focused on when 
determining the ultimate profit potential in the industry. In fact, industry competition goes 
beyond direct rivals and include four other competitive forces: customers, suppliers, potential 
entrants, and substitute products. A strategist has to understand the underlying structure of an 
industry and by including all five forces into the strategic thinking it is possible to position 
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individual firms or countries within an industry (ibid.). Often in combination with a case 
study, researchers use the five forces model to analyze and understand a firm’s or industry’s 
surrounding environment and its competitive position on the market (Sutherland, 2014; Zhao 
et al., 2016; Yetkin, 2014; Pringle & Huisman, 2011). 

 
Figure 2. The five competitive forces. (Modified from Porter, 2008) 

Rivalry among existing competitors. High rivalry limits the profitability of an industry on the 
basis of the intensity with which firms compete. The rivalry between industry players can take 
many forms, of which some are price discounting, marketing campaigns, product 
development, and service improvements. 
  
The power of buyers. Powerful customers can increase value by forcing down prices, 
demanding better quality or services, and thereby increase costs for the industry. Buyers can 
become very powerful if they have negotiating leverage relative to industry participants, and 
especially if they are price sensitive. 
 
The power of suppliers. On the other side of powerful buyers, there are powerful suppliers. By 
charging higher prices, limit quality or services, or shift costs to industry participants, 
powerful suppliers can take advantage of industries that cannot pass on cost increases to their 
own prices, 
 
Threat of new entrants. New entrants on a market puts pressure on prices, costs, and the rate 
of investment necessary to compete. The threat of entry in an industry depends on the height 
of entry barriers that exist and on the way existing market holders react to new competitors. 
When there is a high threat, it is crucial for existing market holders to lower prices and boost 
investment in order to deter new entrants. 
 
The threat of substitutes. In another form, a substitute performs the same or similar function 
as an industry’s product. Substitutes can be very damaging to an industry and although it 
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might appear harmless in the beginning, it has not to be overlooked. An industry has to 
distance itself from the potential threat of a substitute through e.g. product performance or 
marketing, otherwise it will suffer in terms of profitability and growth potential. 

2.5 SWOT analysis 
Strengths, Weaknesses, Opportunities and Threats (SWOT) analysis can be used in decision-
making processes and is commonly use to examine an organization’s internal (strengths and 
weaknesses) and external (opportunities and threats) environment (Dyson, 2004). By 
understanding its internal and external environment, an organization or industry can build 
strategies upon its strengths, eliminate its weaknesses, and utilize its opportunities or use them 
to oppose threats (Yüksel & Dagdeviren, 2007; Proctor, 1992). In recent years the SWOT 
analysis has been seen as somewhat outdated, and Hill & Westbrook (1997) argues that it is 
ineffective as an analysis tool as well as for strategy reviews, as the SWOT doesn’t go beyond 
description. As Dyson (2004) agrees with previous statement, he still argues that the SWOT 
has an advantage when attempting to connect internal and external factors to stimulate new 
strategies and can be seen as a firm foundation for further planning.  

According to Warren (2002) specialists often argue for the SWOT analysis as the preferred 
tool for “kick starting” the strategy planning process. Glaister and Falshaw (1999) also agree 
that SWOT analysis is one of the most respected and predominant tools of strategic planning. 
Valentin (2001) supports SWOT analysis as the traditional methods for searching for insights 
into ways of shaping and maintaining a profitable fit between a commercial venture and its 
environment. Glaister and Falshaw (1999) discovered that SWOT analysis is one of the 
highest ranked sets of tools and analysis techniques used in strategic planning in companies in 
the UK. According to Panagiotou (2003) SWOT analysis is used more than any other strategic 
planning tool.  

Proctor (1992) argues that SWOT has been used by numerous practitioners, marketing 
researchers, and is a popular and frequent tool for business marketing and strategy students. 
The grouping of internal and external issues is a steady starting point for strategic planning 
(Helms & Nixon, 2010). SWOT can be constructed quickly and can benefit from multiple 
viewpoints as a brainstorming exercise (ibid). Normally, managers first consider internal 
strengths and weaknesses, which can include image, structure, access to natural resources, 
capacity and efficiency, and financial resources (ibid). At the bottom row of the SWOT grid, 
external opportunities and threats including customers, competitors, trends in the market, 
partners and suppliers, social changes and new technology, and various environmental 
economic, political and regulatory issues are included (ibid). SWOT analysis assists in the 
identification of environmental relationships as well as the development of suitable paths for 
countries, organizations, or other entities to follow (ibid).  

 



9 

 
Figure 3. A simple template of the SWOT model. (Modified from Dyson, 2004) 

Strengths are positive internal factors in a firm or an industry that are making them strong on 
the market, such as advantages, capabilities, resources, assets and people. 
  
Weaknesses are internal factors that could make a firm or an industry fragile on the market 
and often points at things that are lacking in order to be competitive. Weaknesses could be 
lack of competitive strength, financial issues, vulnerabilities, poor processes and systems. 
 
Opportunities are external factors that may create positive outcomes for a firm or an industry 
if the opportunities are being handled right. This could mean a market development or product 
development that could be in favor for a certain firm or industry. 
 
Threats refer to negative external factors, which may pose difficulties for a firm or an 
industry, such as environmental effects, new market demand, or other obstacles.  
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3 Methodology 
In this chapter the methodological foundation for this study will be presented. A discussion 
regarding the research approach will be presented and the different stages of the research 
process will be explained. To finalize the chapter, the validity and reliability will be 
discussed.  
 

3.1 Research process and strategy 
This study started in Borås, Sweden in October 2015, and continued as an eight-week long 
field study in Hanoi, Vietnam, between March and May 2016. The research topic was raised 
in Borås and further developed upon arrival in Hanoi. During the eight weeks in Hanoi all 
needed data were collected and analyzed. The researchers completely finalized the thesis upon 
arrival in Borås in June 2016.   
 

 
Figure 4. The research process of this study. 

After choosing to conduct this study in a country where an identified problem was raised and 
thereafter further investigated, this study is thus of an inductive approach. This means that 
theory and data gathering has developed from going to Vietnam and exploring a specific 
problem, and from this been able to draw conclusions (Kovács & Spens, 2005; Eriksson, 
2015). 

3.2 Pre-study phase 
The pre-study phase begun long before the field study in Vietnam started, by collecting 
secondary data and reading about the subject area. Due to the assignation of a Minor Field 
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Study scholarship from SIDA, readings about obligations toward SIDA and preparations for 
the field study in Vietnam were required. In March 2016, a four-day preparation course, 
arranged by SIDA, was held in Härnösand. This course covered discussions and practices to 
learn more about developing countries in general and to be prepared for the upcoming field 
study in Vietnam. 
 
Being well prepared the researchers went to Hanoi to start collecting primary data, only to 
discover that their subject wouldn’t be appropriate, or maybe even possible to finalize. Since 
the previous purpose where of political nature, the researchers found that it would be very 
difficult to actually get the information needed in order to reach the aimed results. This is 
mainly because of that the study is conducted in a communist country, meaning that the 
gathered data would most probably be very restricted as well as biased. At the same time, the 
people working in the garment industry had too little knowledge about the thesis subject, 
which was making the researchers very dependent on politicians, who not only could be 
giving distorted information, but also would be hard to get in touch with. As the researchers 
had already prepared for a meeting with a manager at a garment manufacturing company, they 
could through an open interview with him early on detect a new problem to build the study 
on, which is the purpose in this thesis paper. This of course meant that the researchers had to 
start from the beginning with collecting secondary data in order to understand the nature of 
the subject area and to be able to define the aim for the thesis. 

3.3 Field study  
For this study the researchers decided to apply a case study strategy since this is an 
appropriate way for increasing the understanding of a specific phenomenon and find 
explanations to this phenomena (Saunders, Lewis & Thornhill, 2009). This study is an 
embedded single case study since the researchers decided to limit the study to only one 
specific case, the Vietnamese garment industry (Yin, 2009). This study was carried out 
through qualitative methods such as non-structured interviews, also called open-ended 
interviews, where the conversational mode was lengthy and occurred during several times a 
day and not only at a specific time with structured questions for the interviewee (ibid). These 
types of interviews were chosen since it normally generates richer and more existential data 
than surveys. In addition, semi-structured interviews were performed, containing a series of 
questions formed as an interview guide, but being flexible to vary the sequence of questions 
in regards to the answers from the interviewee (Bryman, 2012). 
 
During the interviews both researchers were present and active, both writing notes and asking 
questions. Since the interviews were of non-structured and semi-structured nature, they were 
more in the form of discussions or conversations, which was making it possible for the 
researchers to be flexible and add follow up questions or change direction of the interview.     

3.4 Empirics  
For this study the researchers have decided to only present empirics that is relevant for their 
purpose, and thus exclude gathered information that is found less relevant. A summary of the 
interviews is presented in table 1. 
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Table 1. Summary of the interviews. 

Respondent Position Company Industry Time Date Documentation Type of 
interview 

Chinthaka 
Ranasinghe 

Managing 
Director 

Pro Sports Garment 
manufacturing 
industry 

14:00-
15:00 

2016/03/18 Notes Open 
interview 

Tho Khanh 
Nguyen 

Office 
Manager 

Pro Sports Garment 
manufacturing 
industry 

Several 
times 

2016/03/21-
2016/03/23 

Notes Open 
interview 

Chinh Minh 
Phan  

General 
Director 

Pro Sports Garment 
manufacturing 
industry 

10:00-
11:00 

2016/03/22 Notes Open 
interview 

Chinthaka 
Ranasinghe 

Managing 
Director 

Pro Sports Garment 
manufacturing 
industry 

17:00- 
19.00 

2016/04/07 Notes and tape Semi-
structured 
interview 

Thân Dúc 
Viêt 

Deputy 
10 

Garco 10 Garment 
manufacturing 
industry 

14:00-
14:40 

2016/04/22 Notes and tape	 Semi-
structured 
interview	

Chinh Minh 
Phan 

General 
Director 

Pro Sports Garment 
manufacturing 
industry 

15:00-
16:00 

2016/04/27 Notes and tape Semi-
structured 
interview 

Tho Khanh 
Nguyen 

Office 
Manager 

Pro Sports Garment 
manufacturing 
industry 

16:15- 
17:00 

2016/04/27 Notes and tape Semi-
structured 
interview 

3.5 Research quality 
The research quality of a study is dependent on the investigation process and how theories and 
models are reliable and consistent with the empirical data. In order to ensure that the quality 
of a research is satisfying, the principles of validity and reliability should be applied. (Collins 
& Hussey, 2009)  

3.5.1 Validity 
According to Bryman (2012) validity has to do with whether a study measures what it aims to 
measure, and if the results are what they appear to be. There have been discussions among 
qualitative researchers regarding the relevance of validity, as well as reliability, within 
qualitative research (Bryman, 2012). For example, measurement validity is by definition hard 
to evaluate since in qualitative research it is difficult to measure data in the same way as in 
quantitative research. Therefore, the meaning of validity has to be a bit altered when doing 
qualitative research. Mason (1996) defines validity as ‘if the researchers are observing, 
identifying or “measuring” what they say they are’. 
 
To deal with validity it was first of all made sure that this study was based upon reliable 
theories and literature in order to fulfill the purpose of the study (Bryman 2012; Yin, 2006). 
The interview questions were carefully formed and were relevant to the purpose and research 
questions to ensure that the right data was collected. 
 
When choosing the respondents, it was of great importance that they were right people to be 
interviewed. Hence, they were evaluated to make sure they had the right position in the 
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company, had enough experience within the textile industry and knowledge about the research 
area. Before the interviews started, the respondents were well informed about the purpose of 
the interview and the study to minimize the risks of misunderstandings. 
 
Possible sources of errors could still have occurred during the interviews, even if the 
interviews were well prepared in advance. Many different factors can affect the way the 
interview turns out. One aspect when research is being done in another country is the 
language barrier. For this study there was no need for the use of an interpreter, since the 
respondents could speak English and were working with western customers on a daily basis. 
Still, it was at times difficult to fully understand each other, and while listening to the 
recordings after the interviews some sentences or words were impossible to understand. 
However, the language barrier wasn’t affecting the study, since an open and regular 
communication with the respondents helped to clear out any misunderstandings. 
 
In this study, most of the respondents were from a private company, which could have 
affected the answers. Vietnam is a communist governed country, which means that 
respondents from state owned companies could be affected by the government and not answer 
questions that may be sensitive for them to answer. Interviews were held in a state owned 
company as well, to make sure that the collected data wasn’t distorted by only interviewing 
respondents from a private company. Although, no difference between the two could be 
identified, perhaps because the questions weren’t aiming for sensitive information.    
 
Being in a developing country meant that cultural differences also could have resulted in 
misunderstandings or difficult situations. This didn’t affect the data collection, since the 
respondents were used to working with western customers and to business environments. This 
could have been a problem if the study based the data collection on e.g. factory workers 
instead.  

3.5.2 Reliability 
Reliability demonstrates the replicability of a study, such as the data collection procedures, 
meaning that the procedures can be repeated with the same results. The ambition of reliability 
is to minimize errors and biases in a study (Yin, 2003). Reliability measures to what degree a 
measure of a concept is reliable (Bryman, 2012). 
 
To increase the reliability of a case study there are several things to consider. For this study 
the researchers have conducted four interviews with respondents from the garment industry, 
since a higher number of respondents will increase the chances of obtaining more reliable data 
for this study (Dubois & Gadde, 2014). Also by considering influencing factors, such as how 
to formulate the questions and also to make sure that questions are formulated similar to all 
respondents, can contribute to more reliable data. The interviews were, as much as possible, 
being done under similar circumstances in order to increase the reliability. 
 
A couple of days before the interviews took place, the respondents got information about the 
main topics that would be addressed during the interviews. Thus, making sure that all 
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respondents got the same background information and were given the same opportunities to 
be prepared.  
 
During the interviews, both researchers were present and took turns asking the questions, 
while the other was taking notes. At the same time the interviews were recorded, to ensure 
that nothing of what the respondents said was being missed and if by any chance the 
researchers had different interpretations of what has been said it was possible to listen to the 
recordings. All interviews were conducted in a familiar environment for the respondents, 
where they felt comfortable. The interviews were performed face to face, which increased the 
possibilities for broader discussions and interactions with the respondents. This therefore 
made it easier for the researchers to interact with respondents as questions were placed, and if 
the respondents had doubts or didn't quite understand the questions, it was easy for the 
researchers to further explain the questions to the respondents to ensure that the data will be 
perceived similar.  This way of interviewing also made it convenient for the researchers to 
read from the respondent's body language in combination with their answers. 

3.5.3 Summary of case study quality 
According to Yin (2003) it is important to evaluate the validity and reliability of a study in 
order to establish the quality of any empirical social research. This evaluation is to judge 
whether or not the study has validity and reliability, and should be applied throughout the 
whole case study process (ibid.). Table 2 shows a summary of the different case study tactics 
along with the strategies that the researchers have applied to increase the quality of their case 
study. 
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Table 2. Case study tactics applied to this study. (Modified from Yin, 2003) 

Tests Definition Case study tactic Relevant phase of 
research 

Application in this 
study 

Validity Correct measures 
for the components 
being studied	

• Use multiple sources of 
evidence 

• Establish chain of events 
• Have key informants 

review draft case study 
report 

• Do pattern matching 
• Do explanation building 
• Address rival explanation  
• Use logic models 
• Use theory in single case 

studies 
• Use replication logic in 

multiple case studies 

• Data collection 
• Composition  
• Research 

design 

• Reliable theory & 
literature 

• Relevant interview 
questions based 
upon the purpose 
of the study 

• Choice of relevant 
respondents 

• Same information 
to all respondents  

• Interview 
technique based on 
reliable sources  

Reliability Repeatability of the 
operations of the 
case study 

• Use case study protocol 
• Develop case study 

database 

• Data collection 
 

• Triangulation 
• Consideration of 

influence factors 
• All interviews were 

conducted under 
very similar 
circumstances 

• Recordings and 
notes were taken 
during interviews  

• Possibility to 
minimize 
misunderstandings 
by face-to-face 
interviews 
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4 Empirical Data  
In this chapter a contextual description will be presented in order to increase the reader's 
understanding for the textile industry and its major players. Thereafter, gathered primary 
data will be presented.  
 

4.1 Contextual Description 
Vietnam – a developing economy and a substantial textile actor 
For a long period after the Vietnam War, or the American War as the Vietnamese prefer to 
call it, Vietnam was struggling with economic growth (Riedel, 2015). Regardless of the three 
five-year plans implemented by the government, nothing seemed to improve the situation and 
the economy was one the verge of a collapse (ibid.). Inflation and food shortages made people 
flee the country (Shultz, 2012). The realization that Vietnam’s economy couldn’t meet the 
needs of the people made it obvious for the government that change was needed and the 
decision to transition from a planned economy to a market economy was taken (Riedel, 2015; 
Shultz, 2012). The response to the economic situation of Vietnam was the Doi Moi, meaning 
renovation, which laid a stable foundation for the upcoming years due to several important 
policies implemented by the government (Riedel, 2015). The most important first steps of Doi 
Moi was to de-collectivize agriculture, move toward market prices, and get the inflation under 
control again (Shultz, 2012).  
 
Since the Doi Moi reforms during the 1980s, Vietnam has integrated rapidly into the global 
economy as a result of the significant trade reforms that changed and removed restrictions on 
exports and imports to the country. These reforms have thus made Vietnam become a 
markedly more open economy (Thoburn et al., 2003). The rapid economic growth in Vietnam 
influenced for an invasion of foreign investment, and thus increased trading volumes and a 
significant reduction in poverty. The admittance to the World Trade Organization (WTO) in 
2007 broadened trade liberalization, increased foreign direct investments (FDI), stabilized the 
export sector and improved the quality of products and services in Vietnam (Konrad-
Adenauer-Stiftung, 2014). Today Vietnam's textile and garment industry plays an important 
role for the Vietnamese economy and is ranked as one of the world’s largest textile and 
apparel exporting country (Tuan, 2012).  
 
China’s position on the textile market 
With an estimated population of more than 1.3 billion people and a continuously growing 
economy, China is one of the world's largest and most promising markets. China is considered 
to be the best international manufacturing base by many countries such as the US, and 
therefore billions of dollars of foreign investments continuous to drift into China. The size and 
growth of their textile industry has increased its purchasing and supplier power (McCann, 
2011). However, managing business with Chinese suppliers and exporters has lately become 
complicated, confusing, as well as time-consuming (Shen, 2011). Many US companies have 
faced numerous unpredictable problems when importing products due to unfamiliarity in 
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social, political, economic, legal and cultural environment in China (Lavin, 1994; Yuan, 
2004). 
 
Vietnam’s position against China and the US 
China is the world’s largest cotton producer today (Statista, 2015; McCann, 2011), and has 
been producing cotton for more than 2 000 years. Even though China has been a huge cotton 
producer for a long time, it was not until 1953 that their cotton sector became entirely 
centralized, and in the late 1980s China made changes to its cotton policy towards an 
increased market positioning (UNCTAD, 2011). Through price incentives and 
reinforcements, China’s government continues to work hard in order to increase their cotton 
production (Seock, Giraudo, & Gautreaux, 2013). Due to drastic changes during the past few 
decades, China’s development as the dominant consumer, importer and producer of cotton has 
changed and thus China was predicted to import around 47% of the world’s cotton production 
by the year 2015. Pakistan and India have also entered the ranks of being the world’s largest 
cotton producers as well as exporters of fabrics and yarn. Due to the increased competition 
among cotton producing countries, whereas remarkably low labor cost is a dominant 
advantage, the US cotton industry has struggled to keep up. In response to this competition, 
the US has moved its production outside the borders (Seock, Giraudo, & Gautreaux, 2013). 
 
The US is proposing an obligation for countries joining the Pacific trade zone, the TPP 
agreement, to cut back on imports from China, and thus boost American exporters. A proposal 
that might disrupt global supply chains according to businesses and officials. The TPP 
agreement aims to create jobs in the US, and American trade negotiators are demanding that 
Vietnam, a main garment exporter, reduce its reliance on imported textiles from China. 
However, this is not a part of the trade pact, but the goal is to create new markets in Vietnam 
for the US textile industry that employs a quarter of a million Americans and exported about 
$20 billion last year (The Wall Street Journal, 2015). According to Eliza Levy, a 
spokeswoman for the National Council of Textile Organizations, Vietnam would basically 
have to shift its sourcing of yarns and fabrics from China to the US and Mexico, as these are 
particularly large textile producers (The Wall Street Journal, 2015). 
 
The US & Vietnam – trading partners 
Since the renewal trade relations during the 1990s, Vietnam has rapidly grown into a 
significant trading partner for the US. The growth of a bilateral trade has also raised a number 
of common concerns and sometimes disagreements between the two nations. Vietnam and the 
US signed a bilateral trade agreement (BTA) on the 13th of July 2000 that went into force on 
the 10th of December 2001. Apart from Vietnam’s agreement to the WTO, trade and 
economic relations further improved when the US allowed Vietnam permanent normal trade 
relations (PNTR) status on the 29th of December in 2006. (Martin, 2014) 
 
This two-sided trade has transformed Vietnam into the 27th largest trading partner for the US, 
with a growth from about $220 million in 1994 to $29,6 billion in 2013. After China, Vietnam 
is the second largest source of clothing imports for the US and a main source of footwear, 
furniture and electrical machinery. A major contributing factor to this rapid growth of the 
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bilateral trade might be recognized to the US extension of normal trade relations (NTR) to 
Vietnam in 2001. Shifting into a more market oriented economic system after 20 years of 
rapid economic growth in Vietnam, might also be another contributing factor. (Martin, 2014) 
Bilateral trade between the US and Vietnam may further increase due to the TPP agreement 
that was concluded in October 2015 (The Office of the U.S. Trade Representative, 2015).  

4.2 Interview results 
In this section, the results from the four interviews will be presented. For a clear structure and 
overview, the results of each interview is being presented one by one and in the same way. 
The interview questions were divided into four main areas of research in order to collect data 
relevant to the study. These areas are: Vietnam’s textile industry and relationships, fabrics and 
raw materials, TPP and yarn-forward, and competitiveness. 

4.2.1 Chinthaka Ranasinghe 
Chinthaka Ranasinghe is one of the founders of the garment manufacturing company Pro 
Sport. The company was founded in 2007 with their head office located in Hanoi, and 
production factories outside of Hanoi. Ranasinghe is now the Managing Director of the 
company and is working towards the company’s customers, who are well/known textile 
brands all around the world.    
 
Vietnam’s textile industry and relationships 
The textile industry is quite important for Vietnam, since it is one of the biggest and most 
income-driven industries in the country. The textile industry has been coping with a lot of 
changes in recent years. When Ranasinghe came to Vietnam from Sri Lanka in 1994, there 
weren’t many textile companies or textile factories, and there were also very few foreign 
textile companies based in Vietnam. The textile industry had no efficiency and most 
companies were state owned. Almost no private sector existed and the textile industry was a 
bit corrupted. Today it is different. 
 
Vietnam wasn’t allowed to export to the US until 2001 because of the both countries 
relationship to each other after the war, but when the US market entered Vietnam it was 
leading to new conditions on the Vietnamese textile market. The US came with a lot of 
conditions and requirements, which actually helped to improve the textile industry in Vietnam 
in some aspects, such as social compliance and environment standards. Before the US market 
started the trade with Vietnam, the Vietnamese had no understanding of what social 
compliance meant. All factory employees worked long days, and didn’t have any day off 
during the weeks. The US was, and still is, very strict and intolerant regarding all their 
requirements, while European companies are a bit more easygoing. For instance, American 
companies send their own people to check the requirements of the factory, while EU has 
certain companies specialized in reviewing factories. 
 
Since the US is the biggest customer for Vietnam, there is a very small risk that the 
relationship between them will change, and in that case it will most certainty change to the 
better. In fact, Ranasinghe says many US customers more or less every week claims that they 
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want to pull out of China because they start to feel a bit unsafe there and that Vietnam has the 
best alternative solutions for them. Also, it is of great interest for the US to move from China 
to Vietnam due to the fact that Vietnam is getting into the TPP agreement. 
 
Even if China is Vietnam’s biggest supplier of fabric, Ranasinghe doesn’t think that the 
dependence on China can be considered a problem. The trade between the both countries has 
worked fine for many years and Chinese suppliers are both reliable and has a very high level 
of know-how. Most foreign customers nominate their own materials and can choose 
themselves from where the materials should be sourced, therefore it is up to the customer if 
they want to source from China or somewhere else.  
 
Fabrics and raw materials 
According to Ranasinghe it is statistically very hard to find information about how much yarn 
and fabrics Vietnam produces. It is difficult to give exact percentage, but there are some few 
existing mills in Vietnam. Further Ranasinghe explains that he believes it exists more knitting 
mills than weaving. Since Ranasinghe works closely with customers and thereby is not too 
involved within the production process and fabric sourcing, he explains that it’s difficult for 
him to answer whether or not Vietnam has enough raw materials such as cotton and polyester 
to support their own production of fabrics. When it comes to cotton there is a matter of 
requirement. Vietnam has some cotton but they still import as well. It’s also a matter of how 
competitive you are in all other processes. Ranasinghe further explains that he has noticed that 
some customers also request cotton from other countries since they have better quality.  
 
Since there are various types of material and fabrics, it would not be easy for Vietnam to be 
specialized. There has to be a mill for everything. It would need to exist many mills that are 
specialized into different materials, as well as different dying. This would also raise the 
competition on the market. The Chinese are also very business minded people and they will 
always find an alternative solution, maybe a better price. It should also be kept in mind that 
the Chinese have longer experience within the cotton industry.  
 
However, Ranasinghe believes that Vietnam already has the skill for producing yarn and 
fabrics; it is more a matter of investments and the set up knowledge. Vietnamese are still 
dependent on expert help from e.g. China and Korea when setting up own fabric mills. 
Vietnamese are skilled but the knowledge of how to start up mills is missing today. 
Additionally, many Vietnamese companies are not willing to give it a try since the 
investments are huge and it’s not as easy as running a garment factory. A fabric mill requires 
investments that are about 10 times higher than a garment factory. There is a much greater 
need of higher-level techniques to run a fabric factory. The fabric mills require more 
machinery in comparison to the garment industry that requires more manpower.  Many people 
want to open their own fabric mills, but the need of investors are determinant. If you find an 
investor you need to get returns, which is the cruelest part. This is resulting in that Vinatex, 
which can be described as a “shell” company, owns the majority of the existing state owned 
mills in Vietnam today. 
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TPP and yarn-forward 
Since the TPP agreement recently was concluded, it is still too early to say what effects this 
agreement will bring, but Ranasinghe want to stay positive about it, even though he suspect 
that there will also be some negative impacts. As far as Ranasinghe knows, most people are 
excited about the benefits, such as price and tax benefits that might come along with the 
agreement.   
 
When it comes to whether or not the yarn-forward rule of origin is reasonable for Vietnam, it 
is just a matter of time according to Ranasinghe. It won’t happen tomorrow or that easy, but 
the garment industry is still important for Vietnam and an enlarged number of people is 
dependent on this industry. Ranasinghe believes that it is a quite promising future for Vietnam 
as the export volume is growing every year, but maybe this yarn-forward chain will be 
applied in Vietnam within 10 years. Ranasinghe further explains that the main capabilities 
that are required for Vietnam to establish a functioning value chain, from raw material to 
finished product, is the know-how. This covers knowledge within technique, machinery, 
investments, and skilled workers. Today Taiwan, Korea and China are the main key players 
for fabric mills, as they possess this know-how. 
 
Even if Vietnam starts producing their own fabrics more and more in the future, Ranasinghe 
doesn’t think that this will affect the global textile market. There are key players within this 
industry and all biggest brands don’t rely on only one supplier; they always need to have 
security since it’s impossible to know what will happen tomorrow. It is just like a circle, today 
one country is more popular and tomorrow another country is more popular. It will go 
somewhere else and come back. The textile and garment industry is really tough and 
competitive today, but as Vietnam has good relationships with customers there will be 
continuous growth for Vietnam. 
 
Competitiveness 
Since Vietnam is getting richer and have higher minimum wages than many of their fellow 
WTO members, they are not being subject to tariff benefits in terms of Generalized System of 
Preferences (GSP). This means that Vietnam is competing with countries that have lower 
salaries, and thereof also lower costs, who at the same time get around 12 % tariff reductions 
when exporting. It is impossible for Vietnam to compete with that, since it would mean that 
they would have to reduce their prices by 12 % in order to be competitive with GSP countries. 
Therefore, the GSP countries are Vietnam’s main competitors according to Ranasinghe. 
Although, it is difficult to compare Vietnam to their competitors, such as Bangladesh, because 
their product lines are different from each other. Vietnam has more garments with added 
value, and fewer basic products. Bangladesh is one of the poorest countries and they are very 
competitive because of their low salaries. Their living conditions and life expectations are 
very different. Ranasinghe adds that it can only be competitive to have yarn-forward in 
Vietnam if there will be a possibility to compete on the same prices as the competitors, by 
getting equal tariff reductions. 
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It is not easy to compete with prices on today’s global textile market, since the garment 
segment increases salaries every year, but the customers don’t want change the prices. In fact, 
customers continue to ask for lower prices than previous years. In order to survive it is 
important to work on very high efficiency and quantities, and to be investing in machinery 
that will support that. Today, the trend is that big companies are getting even bigger, while 
small companies disappear. Very small companies are constantly struggling to survive.    
 
New innovations on the market, such as new materials are very important and are needed to 
survive and to be competitive. Not too many years ago, most garments were made of cotton, 
while today there are lots of new materials and innovations.  

4.2.2 Thân Dúc Viêt 
Thân Dúc Viêt is situated in Hanoi where he works as Deputy General Director for the state-
owned garment manufacturing company Garco 10.   
 
Vietnam’s textile industry and relationships 
The textile industry plays a very important role for Vietnam, due to the fact that it is a 
developing country. The textile industry is very beneficial for a developing country as it’s a 
pretty easy industry, which employs a lot of people. It takes about 1-6 months of training to 
become a garment worker. Today there are 6 000 enterprises in Vietnam and the industry 
employs about 3 000 000 workers.  The total export value is nearly 23 000 000 US dollar 
(exactly 22,7 000 000 US dollar). 
 
Today the US is the biggest buyer of garments from Vietnam. Many companies open up for 
export to America, as they are the biggest garment importer in the world. Thân Dúc Viêt 
further explains that the historical relation such as the Vietnamese war is left behind, and 
during the last 15 years they have developed a very good trade relationship. Viêt believes that 
in maybe 10-20 years it could be China or India that will become their biggest buyer, but 
however, the US will still maintain as a great garment buyer for Vietnam. 
 
According to Viêt he has so far not experienced any pressure from buyers regarding pulling 
back imports from China, but rather most customers require that fabrics are sourced from 
China. This is due to the Chinese efficiency, price competition and flexibility of making 
different prints and colors. Vietnam and China have good relationships, and many buyers 
nominate to buy fabrics from China. 
 
Today Vietnam is very dependent on imported fabrics from China. This is thereby sort of an 
issue for the Vietnamese future as the TPP agreement, that recently were concluded, requires 
that Vietnam develops their own yarn-forward value chain and invest in own fabric mills. 
There is therefore no need to worry whether or not the US would drop out as a major buyer 
for Vietnam as the TPP agreement were developed in order to secure the trade between the 
US and Vietnam, among others.  
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Fabrics and raw materials 
Viêt claims that the questions regarding fabrics and raw materials are hard for him to answer, 
and that he hasn’t enough knowledge about Vietnam’s raw materials and fabric production. 
He works in the garment industry, which is completely different from the fabric industry. 
Although, he mentions that Vietnam is subject to foreign investments within the fabric 
industry, and around 4 to 5 million US dollars have already been invested in fabric production 
in Vietnam.  
 
The fabric industry is more difficult than the garment industry and demands a lot more both 
monetary and human investments. Fabric mills demands less employees, but more machinery, 
and the workers need to be very skilled and be able to manage the technology. If foreign 
investors start fabric mills in Vietnam, they will have the know-how to train the employees, 
something that is lacking in Vietnam today. 
 
TPP and yarn-forward 
According to Viêt, the TPP agreement will mostly bring positive effects rather than negative 
effects. The first positive effect is duty reduction on exporting items, which will help Vietnam 
to further blossom on the US, and the Japanese markets. The second positive effect is that the 
production orders will increase and the number of own production mills will increase. This 
will thus generate more market shares in e.g. the US. The negative effect could be that it is 
difficult to get certificates that are needed in order to fulfill the TPP agreements. The yarn-
forward rule of origin is not easy to develop for Vietnam as this requires three different 
specialized production areas such as yarn mills, spinning factories and garment factories. Due 
to these requirements, Viêt doesn’t believe it is reasonable for Vietnam to have a yarn-
forward chain today, but definitely in the near future. Many foreign companies have already 
invested in Vietnam in order to start up fabric mills for the future. TPP will make it possible 
for Vietnam to have their own yarn-forward value chain in the future, but it requires a lot of 
investments and these investments probably requires foreign investors. It is much more easy 
and requires less investments to open a garment factory. A fabric mill is very expensive and 
requires more technology and machinery. 
 
With the TPP and FTA agreements, Vietnam will climb and become the second biggest 
exporter of garments after China in the future. This will also affect the world economy, as the 
competition probably will grow. Today’s customers care about 3 things; 

1) Customers want to buy good quality, 
2) at a reasonable price, 
3) and maintaining good services. 

With own fabric mills, Vietnam will be able to better compete in all these stages mentioned 
above and this will thus create a higher completion on the global textile market.  
 
Competitiveness 
China is the biggest competitor for Vietnam today, and not because of the price, but because 
of the fact that they have raw material and fabric production. Even without the TPP 
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agreement, Vietnam is the first choice after China, according to Viêt. Many companies move 
from China to Vietnam already, and Viêt believes it will be even more so when the TPP 
enters the market.  
 
In the future, it is most probable that Bangladesh will be a big competitor for Vietnam, 
because of their cheap labor. At the same time, Vietnam is a more attractive market in some 
ways. First of all, Vietnam has higher living standards and has a better environment in 
general. Bangladesh has troubles during rain-season, making it difficult to perform perfectly. 
Also, it takes 2-3 extra weeks for Bangladesh to import fabrics from China than what it takes 
for Vietnam. That extra lead time is very benefitting for Vietnam, since it makes them more 
attractive for buyers.   

4.2.3 Chinh Minh Phan 
Chinh Minh Phan founded Pro Sports together with Chinthaka Ranasinghe in 2007. Phan is 
the General Director of the company, working with business related issues and is highly 
involved within the garment production process.  
 
Vietnam’s textile industry and relationships 
The textile industry is very important for Vietnam as it employs a lot of people. The garment 
and textile business started in 1992 in Vietnam, and will continue to grow for at least 20 more 
years. The new trade agreement, TPP, will contribute to more development for Vietnam and 
enables for establishing own fabric mills. The government will support the Vietnamese textile 
industry to blossom by allowing foreign investments, which has capital and the know-how for 
developing fabric mills. 
 
Vietnam and the US have been good trade partners for many years now and the Vietnamese 
war belongs to the past. The exportation of garments to the US has grown bigger every year 
since Vietnam first entered the US market in 2001, and today the US is Vietnam's biggest 
garment and textile buyer. This means that the US possesses a subtle position as their biggest 
buyer, and if the relationship were to collapse, this would be devastating for the textile and 
garment industry in Vietnam. Further Phan explains that he doesn’t believe this would happen 
at the moment but it might if the government and textile companies don’t follow the rules in 
regards to the TPP agreements and social compliance. 
  
Due to the fact that China and Vietnam are close countries, the importation of fabrics is very 
convenient since of the price and transport benefits. This, thus makes Vietnam very dependent 
on China in many ways. China is a workshop for the whole world, which is a risk. Vietnam 
has tried to be as independent as possible, and that’s why they recently signed to TPP, but it’s 
difficult to not be dependent on China as they are Vietnam’s biggest supplier of fabrics. The 
relation to China is difficult since it is a close country and if any small conflict becomes 
worse, this could turn into a big problem both on an economic and political level. China is a 
much bigger and more powerful country and they want to “own the sea” next to Vietnam. 
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Fabrics and raw materials 
There are some fabric mills in Vietnam that are owned by domestic companies, but also some 
that are created through joint venture and foreign investments. Although, there are still not 
enough fabric mills to support the country’s garment industry. Also, there isn’t enough raw 
material in Vietnam to be able to produce fabric and yarn at the moment.  
 
Fabric mills are not easy to start and to manage. It needs commitment, investment and know-
how. Many companies are afraid of losing money and don’t want to start their own fabric 
mill. But there are some successful mills, which is promising Phan says. Within a five-year 
period, it would be impossible for Vietnam to produce their own fabric and yarn, but if the 
Vietnamese textile industry takes action right now, by e.g. joint ventures and alliances, Phan 
could see it happening within 10 years. He believes that the TPP will help and push the 
industry toward the right direction and slowly Vietnam could increase their own textile 
production and depend less and less on other countries. Although, for domestic textile 
production it is important for Vietnam to find right partners to collaborate with. Phan says that 
by finding good partners, they can bring investments, know-how and machinery, while 
Vietnam stands for the land and workers.  
 
TPP and yarn-forward 
For the Vietnamese garment industry, the TPP agreement is very important as it means tax-
free for buyers. Today the importer has to pay 17 % in tax, and with TPP this tax will be zero, 
which is a huge saving for the importer. This will further lead to increased orders for the 
Vietnamese garment industry since the buyer will save 17% on tax-free and this money can be 
spent on manufacturing instead, creating a huge advantage for the Vietnamese textile 
industry. But there is one negative effect with the TPP – local manufacturers will struggle to 
maintain on the market. In order to get the tax-free benefits, Vietnam’s textile and garment 
industry will have to implement the yarn-forward rule, meaning that raw material must be 
produced in Vietnam. Today Vietnam don’t have a good base for developing own fabric 
mills, it will take some time even if investments are being made today. Maybe in 10 years 
Vietnam could be comfortable with own fabric mills, but not today. Vietnam is dependent on 
foreign investors who have capital, machinery and the know-how to set up fabric mills, while 
Vietnam can contribute with skilled workers. This means that Vietnam is dependent on 
finding suitable business partners to cooperate with and this is something that takes time to 
find. In order to go on with TPP and the yarn-forward rule of origin, the key is money. If you 
don’t have money or foreign investors it’s difficult.  
 
Phan believes there are 3 things to fulfill in order to establish own fabric mills and implement 
the yarn-forward rule in Vietnam. First capital is needed. Secondly there is a need for know-
how, which is collected by finding business partners. And third, selling your products and 
finding buyers. But once Vietnam can start the game with own fabric mills and supply enough 
for its country, there is a possibility to become a power player within the industry and on the 
global textile market. 
 
  



25 

Competitiveness 
At the moment Indonesia, Bangladesh and, of course, China are big, direct competitors for 
Vietnam. Future wise, Phan also sees another actor entering the market and could become a 
threat, namely Myanmar. It is a big enough country, with very nice people and there is a great 
chance that they soon want to take part of the global textile market.  
 
According to Phan, Vietnam has a very strong competitive advantage, which is the garment 
manufacturing skills. Still, Vietnamese textile companies doesn’t develop in other areas in the 
value chain, such as design or innovations. When joining TPP, Phan believes that Vietnamese 
companies will get more active within those areas as well, and become a stronger player on 
the market. He thinks that when Vietnam gets stronger some things could change on the 
global textile market, such as China moving into Vietnam. Already, companies move out of 
China due to the high costs. It is much cheaper in Vietnam, which is attractive for every 
company. But in the end it comes down to who can manage the lower cost and at the same 
time good management and quality. The country that manages that will be the big winner on 
the textile market.  

4.2.4 Tho Khanh Nguyen 
Tho Khanh Nguyhen is the Office Manager at Pro Sports and work closely with the 
production department. 
 
Vietnam’s textile industry and relationships 
The textile industry is very important for Vietnam, as it is the main player for the economic 
growth. The industry employs a lot of people and is a pretty cheap industry to run. Vietnam 
and the US have been good trade partners for many years now and the Vietnamese war 
belongs to the past. The exportation of garments and footwear to the US has grown bigger 
every year, and today the US is Vietnam's biggest garment and textile buyer and stands for 
about 48% of the total export. Europe is the second biggest buyer and stands for about 15% of 
the total exports. The US plays an important role for the Vietnamese textile industry, and 
possesses a significant position when it comes to requirements regarding production orders. 
Nguyen further explains that they so far don’t have experienced any pressure from the US 
regarding pulling back on imported fabrics from China, as China keep up with the required 
standards such as quality and price. 
 
Vietnam is situated next to China and this gives some advantages for Vietnam, such as the 
supply of cheap fabrics, but also the disadvantage of being dependent on China. Today, 70% 
of all imported fabrics originate from China. Being highly dependent on China could turn into 
a huge problem for Vietnam if China does not want to export material to Vietnam anymore. 
 
Fabrics and raw materials 
Today Vietnam has only some few established fabric mills and can thereby produce a small 
amount of fabric and yarns. Normally Vietnam only produces the garment and finishing. It’s 
not difficult to make yarn, but it takes time to build up the factories and train the workers. 
Machinery and investments are also needed, and this is not something that can be reached 
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easily. In the next few years Vietnam must establish more own fabric mills since of the FTA 
and TPP requirements. The biggest challenge Vietnam is facing right now is to find investors 
that has the know-how to build up more fabric mills. 
 
When it comes to raw material, Vietnam has a lot of petroleum that can be used for producing 
polyester, but Vietnam is not specialized in transforming petroleum into polyester since they 
don’t have the techniques and capabilities for this. Vietnam also has a lot of land area that 
could be used for growing cotton, but the problem here is the same, they don’t have the know-
how and the capabilities for transforming cotton into fabrics and yarn.   
 
TPP and yarn-forward 
Joining the TPP agreement will benefit Vietnam’s economy, but Nguyen continues that it is 
very hard to say how the textile industry will be affected. In Vietnam it is not common to 
access information from the government about these sort of things. For companies there isn’t 
a clear system for getting information, and there is not much support from the government on 
how to prepare for an upcoming political change.    
 
Nguyen claims that the yarn-forward rule of origin is a difficult task to manage, since it is 
such a long process. Vietnam would have to start with planting cotton and be able to take care 
of raw material and make them into yarns and fabrics, which is not easy. But by taking it step 
by step perhaps in 10 years Vietnam will be able to keep a full supply chain. A lot of capital 
and know-how is needed to establish a functioning yarn-forward supply chain. Nguyen also 
says that the government really wants this for Vietnam, but won’t invest in fabric mills. 
Therefor Vietnam has to depend a lot on foreign investments in order to be able to follow the 
rule of origin and thereof get the tax benefits.  
 
It is hard to know in advance or to calculate if Vietnam will be able to compete with China 
even when implementing a yarn-forward supply chain. Nguyen thinks that Vietnam’s textile 
industry will increase their order volume by implementing yarn-forward, but not really bloom 
enough to be able to compare with China.      
 
Competitiveness 
Nguyen is certain that Vietnam will establish competitive advantage on the global textile 
market by being able to produce everything from raw material to finished garment. China is a 
tough competitor, and is probably impossible to outcompete. But perhaps it is at least possible 
to depend less on them in the future.  
 
Other competitors for Vietnam is Bangladesh, Cambodia and Indonesia, as they are textile 
producing countries that are benefitting from GSP tax reductions. There are also tendencies 
that are pointing at Myanmar as a new competitor on the market, as well as some African 
countries in the far future.  
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5 Analysis 
This chapter covers the analysis of this study, and begins with a SWOT of the Vietnamese 
textile industry. Further, a comparison between the theory and empirics will be presented. 
The third part will go deeper into the competitiveness of Vietnam today with the help of a five 
forces analysis. Lastly, the research questions of this study will be answered.  
 
 
5.1 SWOT 
The primary and secondary data that was collected in this study, has been applied to a SWOT 
template. The Vietnamese textile industry’s identified internal strengths and weaknesses along 
with external opportunities and threats are being presented in this chapter. 

Table 3. A SWOT template concerning Vietnam’s textile industry. 

 

SWOT regarding the possibility for Vietnam to implement yarn-forward production 
Strenghts The garment industry is the biggest and most income-driven industry in Vietnam 

Stong partnerships & relationships with customers 
Skillful garment workers 
High export volume, which is constantly growing 
A lot of strategic changes during the last decades 
A stong relationship with the US 
Cheaper than China, but same quality 
Land enough to produce cotton 
Access to a lot of petroleum in order to produce synthetic fibers 

Weaknesses Not enough know-how within textile production 
Not enough raw material to produce yarn and fabric  
Not enough capacity to produce all different materials 

Very few domestic yarn and fabric mills 
Not the best cotton quality on the market 
Dependent on both the US and China 
Not much governmental support 
Depedent on foreign investments and partnerships 

Opportunities Fast economic growth 

Foreign investments and joint ventures 

Customers want to do less business with China 

TPP agreement leading to tax benefits and increased order volume 

Take market shares 

Becoming less dependent on other countries 

Threats China being better and stronger at textile production 
Bangladesh or other competitor being cheaper  
Better quality somewhere else 
High investments on machinery and start-up 
TPP agreements leads to pressure on yarn-forward production 
A highly competitive and dynamic market 
Not subject to GSP tax reductions 
Price pressure from customers 
Complex relationship with China could turn into problems for Vietnam 



28 

5.2 Matching theory with empirical evidence 
In the table below, collected qualitative data and theories from the theoretical framework and 
contextual description is reviewed and analyzed.  

Table 4. Matching theory with emipirics. 

Theories Respondent 1; 
Ranasinghe 

Respondent 2; 
Viêt  

Respondent 3; 
Phan 

Respondent 4; 
Nguyen 

Vietnam's textile and garment 
industry plays an important 
role for the Vietnamese 
economy and growth 

+ + + + 

The two-sided trade between 
Vietnam and the US has 
boosted Vietnams economy 
and growth 

+ + + + 

The US is a powerful buyer 
and possessing a critical 
position for the Vietnamese 
textile industry 
 

+ 
However, this may not 
be seen as a negative 
impact due to the fact 
that Vietnam and the US 
has developed a very 
good relationship during 
the past few years 

+  
Today the US is the 
biggest buyer of 
garments from 
Vietnam and thereby 
a very important 
player 
 

+ 
The US is 
Vietnam’s 
greatest customer 
of garments and 
footwear 

+  
The exportation of 
garments and footwear 
to the US has grown 
bigger every year, and 
today the US is 
Vietnam's biggest 
garment and textile 
buyer and stands for 
about 48% of the total 
export 

Vietnam’s textile industry is 
heavily dependent on China 
as a major fabric supplier 
 

+ + + + 

China has strong supplier 
power over Vietnam 

- - +/- 
 

- 

Vietnam don´t have enough 
knowledge or raw material to 
support their own fabric 
production today 

+/- 
Vietnam already has the 
skill for producing yarn 
and fabrics; it is more a 
matter of investments 
and the set up 
knowledge. 
 

+/- 
Vietnam is today 
subject to foreign 
investments within 
the fabric industry. 
Foreign investors 
will have to train the 
employees, and 
implement the know-
how, since this is 
something that 
Vietnam is lacking in 
today.  

+/-  
There isn’t 
enough raw 
material in 
Vietnam to be 
able to produce 
fabric and yarn at 
the moment 
 

+/- 
Vietnam has a lot of 
land to produce cotton, 
but there are for now 
no demand for it. 
Vietnam also have a 
lot of petroleum that 
can be used for 
producing polyester 
garments 

The TPP agreement enables 
for Vietnam to develop their 
own yarn-forward value chain 
in the future 

+ + + + 
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Adopting knowledge 
management strategies makes 
Vietnam’s textile and garment 
industry competitive  

 
+ 

 
+ 

 
+ 

 
+ 

+ = findings agree with theory 
+/- = findings partly agree with theory 
- = findings do not agree with theory 

There are no doubts that the textile and garment industry plays an important role for the 
Vietnamese economy and growth. The industry employs a lot of people and has contributed to 
rapid economic growth as the textile and garment industry has continued to grow.  Another 
contributing factor is the trade between the US and Vietnam, which has boosted the 
Vietnamese economy remarkably. The US brought some conditions and requirements to 
Vietnam, which helped to improve the textile industry. Today the US possesses a significant 
role for the Vietnamese textile industry, and can be classified as their biggest and most 
powerful buyer. However, all respondents agree that the US possesses a powerful position in 
a positive way for the Vietnamese textile and garment industry, as the US have helped to 
develop the industry and thus increased the economic growth for the country. 

Today Vietnam relies heavily on imported fabrics from China, as Vietnam only has a few 
own fabric mills established. All respondents agree that today there is not enough raw 
material such as cotton, in Vietnam to support their own production. However, Nguyen 
(2016) argues that Vietnam has a lot of land to produce cotton, but today there is no demand 
for it. Vietnam also has a lot of petroleum that can be used for producing polyester garments, 
but the know-how and capabilities for this is missing. Further Ranasinghe (2016) explains that 
there is more a matter of investments for producing yarn and fabrics, the skill is already there 
but they are in need of foreign investors and machinery.   
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5.3 Five forces 

Rivalry among competitors 
The global textile and apparel market is very dynamic and competitive, and relatively easy to 
enter (Ranasinghe, 2016). A big part of the textile production is located in low labor 
countries, mostly in Asia, where price is the main competitive advantage. Garments that are 
made in Vietnam are often value-added with higher quality, which means that Vietnam 
doesn’t compete with price in the same way that most garment producing countries in Asia 
are (Ranasinghe, 2016). The main competitor is therefore China (Viêt, 2016; Nguyen, 2016; 
Phan, 2016), where the competitive advantage is both price and quality, and also due to the 
fact that China owns its whole value chain (Viêt, 2016). Although, price competing GSP-
countries, like Bangladesh, India, Cambodia and Indonesia, are strong competitors as well, 
since they have the possibility to offer lower prices, while the costs in Vietnam slowly are 
raising (Ranasinghe, 2016; Nguyen, 2016, Phan, 2016). However, when the TPP agreement 
takes effect, Vietnam could benefit from tax reduction and be able to compete on a similar 
price as the GSP-countries (Ranasinghe, 2016; Viêt, 2016; Phan, 2016). 
 
Rivalry among competitors is a constant threat, although not a very high or acute threat. 
Vietnam is one of the biggest players on the global textile market, and is continuously 
growing and expecting to keep growing for many years ahead. If Vietnam applies a yarn-

Rivalry	among	
exis<ng	compe<tors	
The	tex9le	industry	is	
highly	compe99ve,	
and	is	rela9vely	
easliy	accessable	
with	low	entry	
barrier.		

	

Bargaining	power	of	
supplier	

China	has	a	rela9vely	high	
level	of	bargaining	power	
over	Vietnam.	
	

	
	

Threat	of	new	entrants	
Myanmar	is	seen	as	a	new	
compe9tor	on	the	global	
tex9le	market	in	the	near	
future.		
	
	
	

Bargaining	power	of	
buyers	

The	US	holds	a	great	
amount	of	bargaining	
power	over	Vietnam.	
	

Threat	of	subs<tute	
products	or	services	

The	demand	of	apparel	is	
expected	to	con9nue,	
hence	this	force	doesn't	
threaten	Vietnam's	tex9le	
industry.	

Table 5. A five forces analysis on Vietnam’s position on the global textile market. 
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forward production, they will possibly become even more competitive and strong on the 
textile market. As growing stronger, and when establishing a stable textile production, 
Vietnam should start focusing on other activities apart from production, such as innovation, 
design, and customer satisfaction, in order to gain more competitive advantages. 
 
The power of buyers 
The US and European markets continue to dominate the global textile industry, and today the 
US market accounts for about 48% of Vietnam’s total garment export, placing them as 
Vietnam's most powerful garment buyer (Nguyen, 2016; Business2Community, 2015). Being 
an exporting country with dependency on a buyer with such a power as the US possesses, has 
its advantages and disadvantages. When the US first entered the Vietnamese textile market 
and begun to place their first orders, they had to set up some rules and conditions within the 
industry in order to meet their requirements (Ranasinghe, 2016). This resulted in that the US 
helped to develop the Vietnamese garment industry in some aspects and thus made them more 
competitive (ibid). Vietnam and the US developed a good two-sided trade relationship where 
requirements were equally satisfied for both parts. Being a large garment exporter to the US 
gives Vietnam some bargaining power. However, buyers of the US possess the power to 
switch to other suppliers whenever their requirements are not entirely fulfilled. Since the US 
possesses a strong bargain power as a main buyer they also have a huge influence when it 
comes to prices and cost efficiency. This therefore puts Vietnam in a difficult situation where 
they oscillate between being the standard authority to the fullest extent, and at the same time 
being in compliance to their biggest supplier and their requirements (ibid). It could cost 
Vietnam their biggest market shares and going bankrupt if the US were to drop orders from 
Vietnam. However, this is not likely to happen today or in the near future as Vietnam have a 
very strong and consensual relationship with the US (Ranasinghe, 2016; Nguyen, 2016; Viêt, 
2016; Phan, 2016). Viêt (2016) believes that in maybe 10 or 20 years it could be China or 
India that will become their biggest buyer, but however, the US will still maintain as a huge 
garment buyer for Vietnam. 
 
The power of suppliers 
With 70 % of textile imports coming from China (Nguyen, 2016), Vietnam is clearly 
dependent on supply from China as their main supplier in order to maintain garment 
production. China is the biggest textile producer in the world and has the ability to control a 
big share of the global textile market (McCann, 2011), including the ability to control the 
exportation to Vietnam. The fact that the relationship between China and Vietnam is 
complicated was made clear by the respondents of this study, as well as that China is the more 
powerful part. Although it is not clear in what ways and how it is affecting Vietnam.  As for 
now, China is in the position to exercise their bargaining power if needed.  
 
Threat of new entrants 
As the textile market has low entry barriers, as well as relatively low costs in start up 
(Ranasinghe, 2016), there is a possibility that more countries enters the global textile market. 
As most respondents agreed on, Myanmar looks like a potential new competitor on the 
market. If Myanmar becomes a new player on the market, it will probably not affect Vietnam 
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in any drastic ways and can therefore not be seen as a big threat in the near future. As a new 
player on the market, and also as a poorer country, the chance to compete with the same 
quality and customer relations can be seen as relatively low. In the more far future, Africa 
could be a potential new textile hub, which could be affecting the Asian textile production 
(Nguyen, 2016). However, it is not seen as a threat for Vietnam’s ability to implement yarn-
forward production in the upcoming decade. 
 
Threat of substitutes 
The demand for clothes will probably never go down or be threatened by something else that 
can replace clothes. The future for Vietnam’s garment industry looks bright as it is expected 
with a continuous growth for many years ahead (Phan, 2016; Nguyen, 2016). After joining 
TPP, Phan (2016) believes that the Vietnamese textile companies will become more active 
within both garment and fabric manufacturing, and thereby become a stronger player on the 
global textile market. The threat of substitutes is therefore not a likely threat for Vietnam’s 
textile and garment industry.  

5.4 Analysis connected to research questions 
 
RQ1: What factors and capabilities are required for a garment producing country to 
implement yarn-forward production? 

As revealed in the findings of this case study, it is challenging to start textile production in a 
country that has no, or little, previous experience of that kind. Since it, in many aspects, is a 
big difference between producing garments and producing fabrics or yarn, it is not possible to 
translate the knowledge within garment production directly to textile production. It must be 
considered that the startup costs for a textile mill are many times higher than for a garment 
factory, as there are more machinery and technicalities. Another aspect to have in mind is that 
for fabric and yarn production there are many more processing steps until finishing point, 
such as washing and dyeing, as well as there have to be different mills for different materials, 
as it isn’t efficient to produce e.g. both cotton and polyester in the same mill. Hence, instead 
of only educate the employees within sewing techniques, as for a garment factory, there 
would be a need to educate employees within many different areas in order to manage textile 
mills. Not only would that be costlier, but it would also request longer teaching time as the 
textile production is more complex and technical.   
 
In order to implement yarn-forward production in a garment producing country, such as 
Vietnam, there would need to be high monetary investments in e.g. machinery, employees, 
facilities, land and raw materials. Since textile production requires much higher know-how 
than garment production, a lot of capital and effort has to be put into the employees in order to 
educate them enough to be able to manage the new task. Since the know-how within textile 
production rarely exists in countries that almost solely focuses on producing garments, it can 
be considered a necessity to bring outside help from others who carries that capability. Hence, 
an alternative would be to create stable partnerships, such as joint ventures, with actors on the 
market who has textile know-how and capital to invest. Sharing capabilities and resources 
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with each other could mean opportunities for all parties and everyone could benefit from the 
cooperation in different ways.  
 
RQ2: Can Vietnam establish a competitive position within the textile industry by applying a 
yarn-forward value chain?    

From the collected data for this study, the researchers have been able to identify two options 
that the Vietnamese textile industry is facing by adopting a yarn-forward value chain in order 
to establish a competitive position on the global textile market. One option is to benefit from 
the TPP agreement that recently was signed but not yet implemented. This agreement enables 
Vietnam to develop more domestic fabric mills if the Vietnamese garment industry can 
manage to find foreign investors with a knowledge management approach and a capital. The 
production skills are already well developed but the Vietnamese industry is missing out on 
capital and the know-how for establishing and run fabric mills. If Vietnam can find suitable 
investors and partners for the establishment of more fabric mills, this will increase the orders 
from buyers all around the world that are keen on dropping fabric imports from China, as they 
are gaining too much global power. The TPP agreement also enables for better cooperation 
among TPP members so that the dependency on other countries will decrease and eventually 
be eliminated. Today Vietnam doesn’t have enough raw materials for supporting its own 
textile production, but there is a lot of existing land area that can be used for growing cotton. 
Vietnam also have a lot of petroleum that can be used for producing polyester, once they get 
the knowledge and capabilities for transforming petroleum into polyester. As there is a 
growing trend within the textile industry to move from cotton to synthetic materials due to the 
increasing consciousness regarding sustainability, Vietnam has great benefit if they can take 
advantage of this access to petroleum. For Vietnam it is more a matter of finding the right 
partners that can bring investments, know-how and machinery, while Vietnam stands for the 
land area and skilled workers. 
 
Another option for Vietnam is to further develop the trade relationship with the US that the 
TPP agreement is aiming for. Today it is necessary for Vietnam to reduce its dependency on 
imported fabrics from China, while the US interest is to regain the cotton production, and 
thereby increase job opportunities and wealth for the country. This means that cotton could be 
produced in the US and exported to Vietnam where the cotton is transformed into yarn and 
fabrics, and after transformed into garments. Vietnam would develop a yarn-forward value 
chain with all production steps from transforming cotton into yarn and then into garments. 
This will increase the dependency on the US but decrease the dependency on China, which is 
of Vietnam’s interest as their relation is complex.  
 
If Vietnam plays the game accordingly and take advantage of all the opportunities that the 
TPP agreement brings for their textile industry, Vietnam can use this opportunity to step by 
step build an international awareness and promote their own domestic brand as a professional 
textile producer and thus become a strong power player on the global textile market. 
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6 Conclusion 
This chapter will start with the purpose of the study being repeated and will end with the 
conclusion. 
 
 
The purpose of this study was to identify the possibilities for a garment producing country, 
with high supplier and buyer dependency, to implement a yarn-forward value chain. This have 
been achieved by collecting secondary data, adding primary data conducted through 
interviews, and comparing and analyzing the two further. From there, the research questions 
could be answered, leading into unravelling the purpose of this study. By answering what 
capabilities and factors are affecting implementation of yarn-forward production and how a 
yarn-forward value chain could be competitive on the global textile market, a conclusion 
could be drawn. 
 
What has been concluded through this case study research is that monetary investments, 
relationships, and education of employees are dimensions that seem to be foundational in 
building a yarn-forward value chain successfully. By taking advantage of trade agreements 
and working closely with partners or alliances one could benefit in various ways. The findings 
of this study enlighten how a garment producing country could take benefits from their 
inferior position between two strong superior partners in order to develop competitive 
advantages and decrease dependency on others to the fullest extent. 
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7 Discussion  
In this chapter a thorough discussion regarding the implications of the study will take place. 
In reference to the analysis, it will be argued in what ways different parts can be affected by 
the results of the study. In the end the researchers will make suggestions on further research. 
 
 
The theory and empirics seem to be consistent regarding most parts, which strengthens the 
implications of the discussion. The findings of this study benefits and affects different parties 
differently, depending on their possessing positions. It has been identified that foreign 
investors are one of the most important factors in implementing yarn-forward production. 
Help from foreign investors enables to start up fabric mills relatively quickly and to become 
successful at it. Although, there are also some negative implications for Vietnam as a country, 
as they will be building up a new dependency on investors. The investors will probably only 
be interested in increasing profits and earning money, and not care for Vietnam's future and 
self-containment. However, in the long run Vietnam could take advantage of the investors’ 
know-how and learn from them and be able to use that for future investment. If they use this 
opportunity strategically, they might be able to take over the mills or start up new ones, as 
soon as the first returns of investments is reached.  
 
A trade alliance between Vietnam and the US, such as the TPP agreement, brings both 
positive and negative implications for Vietnam. Today, Vietnam and the US has reached a 
very good trade relationship, which puts Vietnam in a very confident position when it comes 
to trading with the US. Even so, there are some doubts regarding how and who this alliance 
will benefit the most. The new trade conditions will affect Vietnam indirectly as tax 
reductions benefits the buyer the most, but nonetheless this could lead into increased volume 
orders for Vietnam. The TPP agreement also requires Vietnam to establish domestic yarn-
forward value chains which in the long run could gain Vietnam with better production control 
and power. This also benefits the US market as they want to be the cotton supplier for 
Vietnam instead of China today, which generates new job opportunities and increase the 
economic wealth in the US. Another implication that this trade agreement brings, affects the 
whole global textile industry as the resistance towards China is growing. TPP will decrease 
Vietnam's dependency on China and instead increase the dependency on TPP countries, 
which creates new movements on the global market. According to theory, China today 
possesses a huge power over Vietnam which could be seen as negative aspect for 
Vietnam.  However, the interviewed respondents did not agree with theory regarding this, but 
one could sense that the body language of the respondents was not inconsistent with what was 
said during the interviews when China was on the topic. The fact that there was a conflict 
between theory and empirics regarding this matter could be derived from that Vietnam and 
China has a complex relationship, both political and economic, as well as they are both 
communist governed countries. Hence, this may have affected the respondents’ freedom of 
speech, as it is not allowed to gainsay the government.    
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Applying yarn-forward production would result in creating more job opportunities, which 
benefits the society in general. By developing a vertical value chain, it is possible to gain 
more control over all processes along the value chain and being able to reduce costs. An 
implication from this conclusion is that it is possible to eventually raise wages within the 
textile industry. For the society this would result in higher living standards and the possibility 
to develop even further toward becoming an industrialized country. To create a strong textile 
value chain and also have the opportunity to reduce trade taxes, which would benefit the 
customers most, would mean that the order volume is likely to increase. The main 
implications for the Vietnamese textile companies is increased income and higher 
international status on the market. This could in the future result in more domestic brands and 
a strong position on the global textile market, which would gain the Vietnamese economy and 
making the country blossom even more. In the long run the development of the economy and 
society of Vietnam could be resulting in moving away from communism.   
 

7.1 Suggestions for future research 
The researchers have during the study found gaps and areas that can be further investigated. 
As this study only takes one party into account, it could be of interest to explore further how 
other parties views the TPP agreement and the yarn-forward rule of origin, for instance the 
US. By taking inspiration from this study, a more in-depth research on the subject could be 
conducted in order to draw even more conclusions.  
 
A dilemma has been identified by the researchers regarding Vietnam’s raw materials and the 
production and handling of these. The respondents interviewed in this study doesn’t fully 
make it clear whether or not Vietnam first of all have enough raw material to produce their 
own yarn and fabric, and secondly if it is relevant for Vietnam to invest in raw material 
production or to start producing from yarn and forward. Therefore, the writers encourage 
future research dealing with this dilemma in order to determine whether or not Vietnam 
would benefit from producing raw material or leaving that part to another member of the TPP 
alliance. 
 
The results of this study shows that monetary investments, relationships and education of 
workers are the most fundamental aspects of implementing a yarn-forward value chain. 
However, it is still unclear how this should be accomplished, which implicates for researchers 
and practitioners to further investigate this area.  
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Appendix 
Interview Guide 
 
Part 1; Vietnam’s textile industry and relationships 
 
1. How important would you say that the textile industry is for Vietnam and why? 

	

___________________________________________________________________________ 
     
 
2. Can you explain Vietnam’s/your relationship with the US as a powerful buyer? 
 

• Have you experienced any comments or pressure from buyers regarding pulling back 
imports from China? 

 
• What would happen if the US drops out as a major buyer? 

 
___________________________________________________________________________ 
 
     
3. Can you explain Vietnam's/your relationship with China as a powerful supplier?  
 

• How do you view the fact that Vietnam today is highly dependent on imported textiles 
from China? How do you think this may affect the Vietnamese textile industry’s 
future? 

 
___________________________________________________________________________ 
 
     
Part 2; Fabrics and raw materials 
 
 
4. How much fabrics and yarn do Vietnam produce? 
 
___________________________________________________________________________ 
     
 
5. Would you say that Vietnam has raw material enough to support your own production of 
fabrics, such as cotton and polyester? 
___________________________________________________________________________ 
     
 



43 

6. Do you believe that Vietnam already have the skills for producing yarn and fabric? 
 

• If not, what is needed and how do you think that know-how can be reached? 
 

___________________________________________________________________________ 
 
 
Part 3; TPP and yarn-forward 
 
7. We have read a lot about the TPP agreement, which has recently been concluded. What do 
you believe are the positive and negative effects of the upcoming TPP agreement for the 
Vietnamese garment industry? 
___________________________________________________________________________ 
 
 
8. Do you think the yarn forward rule of origin is a reasonable option for Vietnam’s garment 
industry? 
 

• Why so? 
 
___________________________________________________________________________ 
 
 
9. Do you think it is possible for Vietnam’s textile industry to have yarn forward production? 
 

• What main capabilities are required for a country like Vietnam to establish a 
functioning value chain, from raw material to finished product? 
 

• What do you think could be difficult with implementing yarn forward? 
 

• What opportunities may arise?  
 
___________________________________________________________________________ 
     
 
10. What do you think will happen on the global textile market if Vietnam starts producing 
more and more of their own fabrics and cut back on imports from China? For Vietnam? For 
China? For the US?  
 
___________________________________________________________________________ 
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Part 4; Competitiveness  
 
11.  Which countries are your main competitors today? 
 
___________________________________________________________________________ 
     
 
12.  How do you see the threat of new entrants on the market today and in the near future? 
 
___________________________________________________________________________  
 
13. Do you believe that Vietnam already has or can establish a competitive advantage on the 
yarn or fabric production market?  

• What effects would result from that? 

___________________________________________________________________________ 
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