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Enterprises ®a key player in an economy
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To compare the three 

pillars of the enterprise 

sector in Vietnam:
Å growth

Å economic efficiency

Å contribution to the 

economy. 

Å opportunities and 

challenges.
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Highlights of the enterprise 

sector and  business 

environment in Vietnam
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#1. The number of PSEs is increasing dramatically5
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#2. Small and medium enterprises are in majority 6

43.42%

SMEs constituted nearly a half of total 
SOEs in 2013

SME large enterprises

95.55%

SMEs dominated the proportion of 
total number of PSEs in 2013

SME large enterprises

69.85%

two thirds the total number of FIEs in 
2013 are SMEs

SME large enterprises
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#2. PSEs ®numerous workers but low productivity

PSEs are driving force for 
employment generation

7

10.2%

[VALUE]%

3.4%

Proportion of labor working in each type of 
enterprise (%)

SOEs

PSEs

FIEs

  Labour Productivity 1 Labour Productivity 2 

  2011 2013 Growth 2011 2013 Growth 

All 77.3 61.5 0.95 [0.87] 20.7 16.5 0.96 [0.89] 

Micro 65.8 54.3 0.96 18.0 14.1 0.96 

Small 92.2 75.8 0.95 25.4 21.7 0.94 

Medium 151.3 99.6 0.96 33.4 27.0 0.98 

Urban  93.4 70.4 0.92 26.2 20.1 0.93 

Rural 66.2 55.4 0.98 16.9 14.0 0.97 

South 82.9 65.5 0.96 23.1 18.6 0.97 

North 73.2 58.6 0.95 19.0 15.0 0.95 

Note: Million real VND. Mean labour productivity (LP) growth is defined as LP2013/LP2011. Median LP 

growth in brackets. 

 
Å LP1 = Real income per worker

Å LP2 = Real value-added per worker

A fall in labour productivity in the SME sector

Source: John Rand and Finn Tarp. 2013. Characteristics 
of the Vietnamese Business Environment: Evidence 
from a SME Survey in 2013

BUT



#3. PSEs tend to have low and informal innovation
8

Innovation in Vietnamese firms is generally 
low and tends to be informal.

a report by CIEM, DoE and GSO (2014) on 
firm-level competitiveness and technology in 
Vietnam has shown that in 2011, only 800 out 
of nearly 8000 surveyed enterprises (10%) 
were conducting original R&D. 

Low level of technology acquisition

hinder PSEs to become active players in the 

value chain of many FIEs. 

Adap. But no 
R&D
3%

Adap. and R&D
1%

[CATEGORY 
NAME]

[VALUE]

No adapt. But 
R&D
5%

PSEs tend to adopt or adapt existing innovations 
rather than develop new ones



#4. SOEsremain an important player in the economy
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SOEs have advantages in accessing 
production inputs
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SOEs control a large share of the output and revenue in 

many sectors
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#4. £thanks to special treatments from the government 

SOEs are often 
rescued by the State

Budget when they are 
in troubles. 

10

A few SOEs have the 

monopoly power in 

essential industries of 

the country.

The Government 

assigned SOEs some 

functions or missions

The Constitution 2013: State-Owned 

enterprises assumes the leading role in the 

sector socialist - oriented market economy. 

Socialist Market 

Oriented Economy



30%

74%

51%

#4. The perception of SOE bias is growing
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Source: PCI-FDI Survey 

2014, the figure reports the 

share of firms agreeing that 

there is bias towards SOEs

Firms assessment of bias 

towards the SOEs



#5. FDI inflows have increased over 25-year period£ 
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FDI flows to Vietnam are active over 2000-2013. FDI flows will 

certainly benefit from actual trade agreements and some 

ongoing negotiations. Most of FDI inflows to Vietnam target 

cheap labor and natural resources.
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#5. FIEs are offered many preferential treatments £ 

Types of preferential treatments towards FIEs

13

Incentives of Corporate Income Tax (CIT): 

10% exemption for 15 years for hi-tech and IT 

investment in which: free in the first 4 

years, 50% in the next 9 years.

Incentives of import tax: Free import tax for 

fixed asset; free import tax in 5 years from 

production date for materials, components 

(cannot produce in local market) used for 

investment projects; free import tax for 

materials (cannot produce at local) for 

software manufacturing.

high incentives of 

taxes: corporate 

income tax, value 

added tax, import-

export tax.

Projects hi-tech

development will 

enjoy additional 

incentives by 

Prime Ministerôs 

regulation.

Industrial Park 

(IP), Export 

Processing Zone 

(EPZ), Economic 

Zone (EZ), Hi-tech 

Park.

Location Taxes Other incentives

Strategy to attract large multinational corporations in technology



#5. £and they now become the driving force for exports
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FIEsô export value now account for two thirds of Vietnamôs total export value  

Domestic sectors

Foreign sectors



#5. but other contributions may be not commensurate
15

Source: CIEM, DOE, GSO. 2014. Firm-level competitiveness and technology in Vietnam ï

Evidence from a survey in 2013; http://bit.ly/1S84JZN

Only one fifth of Vietnamese businesses can ñworkò with FDI 

businesses.

There is limited technology transfer between FIEs and domestic 

enterprises. The majority of domestic enterprises are 

transferring technology with each other (accounting for 66%).

Vietnamese appears to fail to link up with FIEs

+

PSEs FIEs

Transfer pricing (TP): the other side of the medal

tax arrears:

US$23.8 million

tax arrears:

US$4.2 million

ñBlack-listò ïsuspected TP


