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Abstract. The article analyzes the importance and current status of small and medium-sized family businesses.
The business consultant role in strategic decision-making affects the survival and development of small and me-
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tion of research results to the enhancement of business survival.

Keywords: consulting; strategic decision-making; small and medium-sized family firm; Vietham communist

party; socio-economic development.

One of the major challenges for Vi-
etnam's political system is implementing the
Resolution to achieve the goals. In particular,
the goal of development and support of 2
million family businesses by 2030 is one of
the most important contents of the Resolu-
tion. Establishing and registering a business
is the initial step. However, it is very difficult
for businesses to operate smoothly, flexibly,
effectively and survive over time. Therefore,
finding consultants or consulting firms to
support running business is one of the crucial
solutions to help family companies survive
and develop effectively.

In the framework of the study, this re-
search mentions the importance of the family
businesses and the business consulting role,
current status of hiring business consultants
in small and medium-sized family companies
in Vietnam. The study points out the issues
that need to be studied as well as its contribu-
tion to the performance of small and medi-
um-sized family businesses.

The importance and current status of
small and medium sized family firms
(SMFFs)

The survival of the family businesses is
critical to the sustainability of economies. In
fact, most countries in the economic devel-
opment process have realized the importance
of the small and medium sized family com-
panies for the economic growth. In the Unit-
ed Kingdom, according to the DTI Annual
Survey of Small Business Data [5], the fami-
ly businesses accounted for 68 percent of the
total population of small and medium sized
enterprises employers. Family business ac-
counted for 65 percent of private sector en-
terprises, 41.9 percent of private sector em-
ployment, and 38.2 percent of private sector
turnover [7; 9].

However, results from a survey of family
enterprises in Vietnam by Chamber of Com-
merce and Industry of Vietnam [17] has es-
timated that the Vietnamese family business
sector today is almost nothing, and should be
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developed from the very beginning. This
means after 30 years of economic develop-
ment, the background activity of the family
business sector is almost zero. They are still
being operated spontaneously, and follow the
family-style management, which is operative
fragmentation, lack of operational strategies,
as well as weakness in capability of strategic
decision-making, so family enterprises silent-
ly drift with a tendency to "self-born, self-
defeat"” [15].

The figure given in the results is really
surprising. The number of family enterprises
IS increasing, but the size of the business is
shrinking. Particularly, regarding the capital
size; in cash flow in 2012, the capital size of
family companies has increased slightly, but
regarding inflation, the size of the business
has reduced in a half compared to the year
2002.

In the eyes of policy makers SMFFs in
Vietnam are third class citizens. They are be-
hind the state-owned enterprises and FDI en-
terprises. Meanwhile, SMFFs account for
96% of all registered enterprises in Vietnam
and generated 40% of gross domestic product
(GDP) [16]. For over 10 years, SMFFs have
become an important part of Vietnamese
economy. Hundreds of thousands of SMFFs
have created jobs for more than half of the
non-agricultural labor in the country. Howev-
er, they are still seen as the vulnerable people
sitting bottom of the economy.

Specifically, in June 2011, inflation in-
creased by nearly 21 % comparing with the
same period in 2010, in which prices of food
increased by 30 % and travel expenses in-
creased by 20 %. In July 2011, Vietnam's
inflation increased to 22.16 %, the highest
level in 17 countries in Asia. The trade defi-
cit increased to 200 million USD. SMFFs are
impacted the most severely by the inflation,
so interest rate credit increased to 20 %.
Therefore, businesses cannot make a profit in
production [8].

SMFFs are stuck. They cannot grow in
size due to the lack of capital and technology
[14]. Only one third of SMFFs can reach the
bank credit sources while 3/4 of all SMFFs

need credit loans [11]. Up to one third of the
number of workers in SMFFs lost their jobs
in 2011, and 30 % of SMFFs stopped operat-
ing since late 2010, and the situation contin-
ues to occur.

Furthermore, private business sector is
one of the driving forces of Vietnamese eco-
nomic growth today (including three main
sectors: state enterprises, FDI enterprises,
and private enterprises). In fact, the state-
owned enterprises and FDI enterprises are
interesting to the state due to tax, fees, land,
etc. while the private business community
has not received the support and benefits
from the state on those issues. They seem to
be abandoned by the government and must
attempt to cope with the difficulties [10].

In addition, the confidence of enterprises
is also being declined strongly. Specifically, in
2013 the survey results showed that fewer
than 30 % of the number of businesses de-
clared that they would continue to invest and
expand their operations. Up to now, this ratio
has dropped faster, which shows that the busi-
nesses' confidence declines dramatically [16;
10]. These may come from some reasons.

Firstly, the most difficult elements of the
family business sector is the law, finance and
management. In fact, many businesses com-
plain about the law confusion and the overlap
between the legal documents as well as the
difficulties in enforcement. This has been
struggling for businesses. For example, a
kind of activity is maybe encouraged by the
law, but according to other regulations, it is
not. This reason makes enterprises fall into
the vague status of legal corridor, and put
them into the situation that their business is
still going on, but they do not know whether
wrong or right with laws [10].

Secondly, the government's business cur-
rent support policy is unrealistic. Therefore,
family businesses cannot put their activities
into practice. For example, to support the
supporting industries, a number of policies
have been enacted. However, these policies
are only general and non-specific. Therefore,
the implementation of these policies is im-
peded. Businesses which want to engage in
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business in these areas are always worried
about risks because policies on land, credit,
taxes and fees are not well implemented [17].

Thirdly, concerning the problem of affili-
ate business Vietnamese state enterprises and
foreign-invested firms tend to build a stand-
alone and self-contained operation. The state
enterprises set up the subsidiaries — the back-
yard companies. Thus, they can mobilize re-
sources from these units if they need. There-
fore, they do not need to connect with other
businesses, especially SMFFs [17].

FDI enterprises in Vietnam are expected
to have spillover effects on the domestic fam-
ily enterprises in order to turn domestic en-
terprises into satellites around them. Howev-
er, until now, this idea nearly cannot be im-
plemented because the input resources for
FDI enterprises still belong to areas of their
businesses, not in Vietnam (70-80 % input
material in the other countries). There are
only few Vietnamese family businesses join-
ing these operation chains. For example, the
Samsung Company has invested to produce
cellphone and electronic devices in Vietnam;
the export scale of this company is up to $ 23
billion, but only about five domestic enter-
prises have been engaged in providing pack-
age, labels and the technology field is almost
zero.

Although family firms stand between two
large areas (State Enterprises and FDI
companies) and account a large number,
they are still faint. They struggle to operate
because they can use only their own
resources and cannot cooperate with other
companies. Therefore, the investment capital
into private sector in recent years has
significantly reduced. Family firms now are
unwilling to invest. [17] Specifically, at the
end of 2013, the contribution of family firms
to the growth of Vietnamese economy has
reduced to approximately 38 % of GDP
comparing to 2006, family firms accounted
for 39 % of GDP [3].

Consulting — an important factor in
business operation

Consultants have an important role in the
businesses. According to ordinary dictionary
it is "advice is the comments on the issues
being questioned, but has no power to de-
cide”. From this concept, we have advisory
councils, advisory agencies, consultants, con-
sulting firms, consulting functions and so on.

The development of society leads to the
expansion of consulting services. Consultants
and the professional consulting services are
not only giving the "comments”, but also
supporting important contents such as re-
searching and warning hazard, researching
and offering opinions on the observance of
the law provisions, researching investment
plans and choosing an optimal plan for busi-
ness, investment and so on. Following the
momentum of economic development, con-
sulting has become an independent field and
contributed to the growth of state economy.

According to the ordinary dictionary,
business is an organized production, trade
and providing services aimed at making prof-
it. In Vietnam, according to the Laws of En-
terprises (2005), business is the one, several
or all stages of the investment process, from
manufacturing to sale products or providing
services to meet the customer demands on
the market field which aims to profit.

Economic history of developed countries
shows that in the market economy the con-
sultants have and will become important fac-
tors in the business of enterprises and entre-
preneurs. The importance of consulting is
determined by the following reasons.

First, the business is defined by the own-
er (or owner's representative) - also known as
the business owner. In fact, small or large
enterprises cover a wide range of industries,
but there are no business owners with the
necessary knowledge in all areas of business.
Therefore, the owner of the family company
has to find the consultant or consulting firm
to fill "knowledge gaps".

Secondly, to keep the business develop
sustainably, the business scale must be great-
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er than the previous cycle, and therefore, the
business scope must also be broadened or
business has to implement the new invest-
ment projects. Hence, the need about
knowledge to serve the new business opera-
tions such as information about market,
product, technology, project management,
the law in various countries and regions al-
ways occur and require timely resolution.
Very few entrepreneurs can meet those re-
quirements, so seeking and using the consult-
Ing services is an objective indispensability.
Thirdly, in any environment the risks al-
ways follow the business. Minimizing the
damages that can occur from the threats is
the best method. This means that businesses
must identify risks, assess the possibility and
take corrective action. However, to precisely
identify the risks requires the owner must
have an objective view, understand the busi-
ness situation. However, business owners are
insiders, with a lot of work to do and so
many things to worry about. Thus, it is diffi-
cult for them to look objectively and com-
prehensively in all cases. In contrast, con-
sultants are able to meet these requirements.
Fourthly, in terms of professionalism and
efficiency, with a lot of work from different
fields, business owners can’t implement new
processes on a highly professional level. In
contrast, consultants or consulting firms spe-
cialize in each area and process in specific
cases. Therefore, with the similar tasks, the
consultant will handle faster, more profes-
sional and thus will ensure greater efficiency.
The above reasons are the basic and most
important to confirm that consultants are im-
portant factor in running business of all en-
terprises. With the growth of the market
economy, the role of consultants for business
is even higher. In developed countries, de-
pending on the size of the firm, business
owners often hire one or more consultants to
meet various demands of the business. This
is one of the important conditions to ensure
the sustainability of the business. However,
with the emphasis on the importance of con-
sulting, it is critical to remember that con-
sultants are not allowed to make decisions for

business owners. Therefore, the effectiveness
of the consultant relies primarily on the en-
trepreneur's final decision. Therefore, the
managerial capacity and level of socio-
economic awareness of business owners re-
main important conditions for the existence
and development of enterprises.

The status of consulting service in
SMFFs

Vietnam has been deeply involved in the
world economy, especially after joining the
World Trade Organization (WTO). The pri-
orities for the domestic businesses are getting
shrinking and losing. Therefore, it is required
that all to use professional consulting ser-
vices to search ideas, valuable information
serving various business field.

WTO accession brings many opportuni-
ties for businesses in Vietnam, but also
brings lots of challenges and fierce competi-
tion in the international business market and
even in the domestic market. Hence, the en-
terprises need to strengthen and enhance all
aspects relating to business and development
such as building the business strategy, human
resource development, technical application,
production technology to improve labor effi-
ciency reduce expenses and so on, so that
they can survive and thrive on the global
business market. It is essential to seek help
from the business consultants to achieve the-
se goals. However, business owners also
need to be proactive and flexible in ap-
proaching and adapting the new business en-
vironment.

According to economic experts, the fam-
ily firms using the counseling services tend
to increase, but it is not really popular [10].
This can explain that Vietnamese enterprises
are still not fully aware of the consulting
service importance. On the other hand, the
financial enterprise resources especially the
SME’s are limited, so the enterprises hesi-
tate to use the consulting services and do not
want to pay a bundle of money to hire a
consultant.

For example, currently, price and design
consultation for a packaging design is from
150 to 250 USD. For foreign companies, this
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is cheap, while for Vietnamese enterprise, it
is relatively high. More than 1,000 regular
customers of the Hy Chi Fine Art Company
in Ho Chi Minh City include up to 60 % of
foreign companies and the rest of the largerst
enterprises such as Trung Nguyen Company,
Thai Tuan Company, and Kinh Do Company
use the above consultation. Likewise, the
businesses which wants to bring their product
into the market have to pay Solar Consulting
Company 10 % profit or 3-5 % of total reve-
nue during at least a year. Furthermore, to
implement an 1SO standard, companies must
spend at least 3500-5000 USD. The main
costs for consulting services is relatively
high, so SMFFs are often "shock™ and hesi-
tate to decide to hire a consulting service.

Besides, when businesses are interested
in consulting services, they are confused and
do not know about the point to start, and how
to find a suitable consultant. In fact, due to
the necessity of expanding the market, a
company contracts directly with a consultan-
cy unit to develop the HACCP standards
(standards for food safety). After collabora-
tion, the company realizes that its partners
were continually changing the counselors.
Through exploring the related information,
this company realizes that they work with a
partner without expertise and no personnel;
and the "experts" who give advice to the
company are still students at universities.
Thus, the quality of consultative services is
not convincing.

As a consequence, the percentage of en-
terprises using advisory services is not high.
The scale of consulting activities in Vietnam
can be described as following: Ho Chi Minh
City scale is the highest, accounting for
59.8 %; Hanoi Capital, accounts for 32.9 %;
Da Nang City, accounts for 4.9 %; Can Tho
City, accounts for 2.4 %. In Vietnam, the age
of consulting firms is quite young, for in-
stance, the 2—-3-year-old consulting firms ac-
counting for 41.2 %; the less 2-year-old con-
sulting firms accounting for 27.4 %; the
over-10-year-old consulting firms accounting
for only 8.2 % [17]. In particular, the con-

struction consultancy takes the highest pro-
portion of 30 %; HR consulting, legal con-
sulting, management consulting, accounting
and financial consulting, account for only
10-15 % for each field [17].

Studies in need

Some researchers of decision-making
process recommend that the managers in the
various organizations or even within the
same organization may consider internal or
external problems quite differently [4]. There
are no studies of long-term or short-term ef-
ficiency of using consulting services in the
family businesses [2]. The research of the
intervention of firm advisors to the process of
strategic decision-making is ignored [12].
Moreover, the research of the family business
consultation reveals that although they have
received considerable attention, but the re-
search of the effectiveness of the advisory
process intervening in the strategic decision-
making is limited [12] while the strategic de-
cision-making is a key element of manage-
ment in the core conceptions of organizations
[1]. The study purpose points out the im-
portance of using consulting services in
SMFFs and it also gives some recommenda-
tions to the future research which are the fol-
lowing:

First, the gaps existing in the literature of
consulting procedure where the perspectives
of the researchers and practitioners are not
integrated to understand the intervention and
long-term or short-term efficacy of advising
process in SMFFs, especially the way to in-
tervene the process of strategic decision-
making in SMFFs.

Second, the usage of consulting is a
common phenomenon in enterprises of de-
veloped countries, especially in large scale
business, but it is not very widespread in de-
veloping countries, and especially in small
and medium scale businesses. The future
studies need to investigate this kind of ser-
vice in the developing countries, particularly
in SMFFs.

Third, the study results not only open a
new approach about using consulting ser-

o ]

COLUHOCDEPA N4 2017



NMEAATOTMKA

vices in developing countries especially in
Vietnam but they also explain the counseling
process. Moreover, they provide information
to researchers, practitioners, economists,
business owners, educators, social scientists
in order to better understand the needs of us-
ing consultant service in SMFFs.

Finally, the future study should use
SMFF samples of various sources to conduct
research of relationship between consultants
and the strategic decision-making.
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