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PREFACE
	The Enterprise Law promulgated in 1999 and 2005 are considered breakthroughs and impulses for the burgeoning development of private enterprises in the last decade. The growth of the private sector can be realized through the increasing number of enterprises and its considerable contribution to the economy. 

After 10 years of implementing Enterprise Law, assessing the quality of the growth of private enterprises as well as the quality of their business activities is very necessary. Most of assessments published mainly focused on the quantity aspect of the development of private enterprises (such as number of enterprises registered, number of acting enterprises, their contribution to the state budget, and etc). An assessment on the quality of private enterprises will contribute to the policy making process in order to support better for the in-depth development of enterprises in the private sector. 
This report provides a rapid assessment on the quality of private enterprises in Vietnam. Due to the scope of research, this report just brings forward some general assessments and some fundamental findings about the quality of private enterprises in Vietnam, and in comparison with enterprises in other economic sectors. This report was conducted in the framework of the UNDP’s Project 00047848 “Support for the Task Force on Implementation of Enterprise Law and Investment Law in Viet Nam”
The report was prepared by Le Duy Binh (Economist, Economica Vietnam) and Dau Anh Tuan (Policy Analyst VCCI), with the contribution of Pham Ngoc Thach and Dang Phuong Thao (researcher, Economica Vietnam). The research team is very grateful to the guidance of Dr. Nguyen Dinh Cung, Vice President of Central Institute for Economic Management, and the enthusiastic support of Ms. Tran Thi Hai Dung (UNDP), and Ms. Do Thanh Ha (Project Officer of Project 00047848, UNDP-CIEM) in the process of doing this research.  
The findings and opinions given in this paper are of the authors and do not necessarily reflect the views of Central Institute for Economic Management, UNDP or the Task Force on Implementation of Enterprise Law and Investment Law.
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PART 1 – THE QUALITY OF PRIVATE ENTERPRISES’ QUANTITY GROWTH AND STRUCTURE 

1. 
The incredibly increasing number of enterprises newly registered 
There are various sources of the number of private enterprises in Vietnam.
 The most common ones are collected and published by the Agency for Enterprise Development, Ministry of Planning and Investment (MPI), General Department of Taxation (GDT), and General Statistics Office (GSO). However, the number of enterprises registered of the Agency for Enterprises Development differs from the number of enterprises in the results of enterprise surveys conducted by the General Statistics Office of Vietnam (GSO), as well as the number of enterprises paying tax provided by the General Department of Taxation.
Figure 1: The Number of Enterprises Registered Annually

[image: image1]
Source: Business Information Centre, Agency for Enterprise Development, Ministry of Planning and Investment
The figure published in the Vietnamese Government and MPI’s economic and social reports is the number of enterprises registered annually. Accordingly, the accumulated numbers of enterprises registered by December 31, 2008 was nearly 380,000. With nearly 83,000 enterprises newly registered in 2009, the accumulated number of enterprises registered by December 2009 is estimated about 460,000. 
Taking account the total number of enterprises registered, it has increased 15 times from 31,000 enterprises in 2000 in only 9 years. This is an impressive development representing the robust revitalization of Vietnamese entrepreneurship as well as the great impacts of reforms implemented in business environment, especially by implementing Enterprise Law (1999 and 2005).  
2. 
The ratio of acting enterprises is low, but reasonable in comparison with the average ratio in the world.  
In comparison with the number of enterprises registered, the result of enterprise surveys conducted by GSO show a different number. According to the latest enterprise survey in 2009, there were 178,852 private enterprises (of total 201,112 enterprises in all economic sectors nationwide). This figure is regarded as the number of enterprises which are registered, still existing and operating. 
Figure 2 – The Quantity Growth of Acting Enterprises by Type of Economic Sectors 

[image: image2]
Source: General Statistics Office, the result of enterprise surveys in 2001-2009.
Another figure about acting enterprises which is updated quite regularly is from the General Department of Taxation (GDT), but is not officially published as the others. According to GDT, by the end of March 2009, there are 272,680 private enterprises among total 289,672 enterprises in Vietnam. 
Thereby, taking account the number of operating enterprises from the GSO or the number of enterprises paying taxes from GDT, it shows that, although the number of enterprises registered is high, the ratio of enterprises which can exist in the business environment to the total number of enterprises registered is estimated about 50 percent.
 
In fact, some private enterprises could not sustain due to some reasons, such as premature business ideas, internal and external changes affecting the business plans of enterprises, complicated and difficult business environment beyond the expectations of the entrepreneurs, the limited ability of entrepreneurs in governing and running their business, and complicated post-business registration procedures, and etc.
 Therefore, those enterprises could not operate or just started to operate, then were forced to halt their business activities. In Vietnam, there are some cases in which enterprises were established with some bad intentions such as selling VAT receipts or tax fraud
In comparison with the average ratio of the world, the acting ratio of private enterprises in Vietnam is normal and should not be regarded as an indicator to reflect the low quality of enterprises registered. According to a summarization of International Labor Organization (ILO), the majority of enterprises established in the world are small-sized. About 25 percent of them can not sustain after 3 year operating. After 5 years, the acting number of enterprises would be 50 percent of the total. The other 50 percent of enterprises established would be dissolved, transformed to new types of enterprises or shifted to other fields much different from the original business field set-up by the founders of the enterprises. After 10 years, the number of enterprises operating in the original fields accounts for only 30 percent of total enterprises. Many enterprises can grow to medium size, and a few one can develop to the big size. 
For example in England, a country which has a high level of enterprise development as well as favourable business environment for enterprises, according to a survey of Department of Business Innovation and Skill, the ratio of acting enterprises after 3 years of establishment were only 70 percent of the total. 
 

This change and adjustment contribute to make the social resources allocated more effectively. In reality, each enterprise employs its resources as a combination of capital, knowledge, technology, and human resource. An enterprise operates ineffectively will exit the market and let others use resources more effectively. Therefore, the options such as exiting the market or inactive when the economic effectiveness is not high and to let the social resources be used more effective will be a “creative destruction”, and it should be regarded as a good trend for the economy. 
Obstacles in implementing bankruptcy procedures, liquidation or market exit mechanism limit the general quality of private enterprises. Many enterprises registered could not continue to sustain and want to exit the market legally, but could not do that due to barriers in procedures. The existence of enterprises which is “already died but could not be buried” could not facilitate for the “creative destruction” and exert negative influence to the quality of enterprises in the private sector. 
Though, in general, there are positive signs in the growth of business registration of the private sector since the Enterprise Law put into effective, and in the robust revitalization of Vietnamese entrepreneurship. The number of enterprises newly established after the Enterprise Law put into effect is impressive. In 10 years implementing Enterprise Law, the number of enterprises newly established rose 8.5 times higher than that in 10 years carrying out the Company Law and Private Enterprise Law (1991-1999). Moreover, the number of enterprises newly registered tended to increase year by year. Especially, in the global economic crisis 2008-2009, the number of enterprises newly registered did not decrease (estimated 150,000 enterprises newly registered during this two years).
In comparison with other types of enterprises, the private enterprises had the most impressive growth. For example, according to the GSO, after 9 years the number of private enterprises has increased 5.63 times while the total number of enterprises and the FDI enterprises nationwide increased 4.76 times and 3.69 times, respectively. Especially, the number of State-owned Enterprises (SOE) decreased 1.69 times. It can be said that the private enterprises is the main force driving the growth of total enterprises in Vietnam.  
Currently, Vietnam has gained the ratio 5 enterprises over 1000 people, and has been approaching the average ratio which is 9-10 enterprises over 1000 people of other countries in the region.
3.
A negligible number of large private enterprises and the missing middle-size 
In the VNR 500, a report ranking top Vietnamese 500 enterprises, conducted and recently released by VietNamNet
 and Vietnam Report Company in 2009, 28.9 percent of enterprises in the top 500 are categorized as private enterprises. The ratio of private enterprises in the 2009’s VNR 500 is higher than that of 2008’s VNR 500, which was 24 percent of the total. However, this increase is attributed to the equitization of State-owned Enterprises (SOEs). Joint-stock companies, limited liability companies, and corporate groups developing in the private sector, which has experienced from a family business, small size, then medium size, to big size is a few. For example, some familiar ones include Đồng Tâm, Kinh Đô, Trung Nguyên, Hòa Phát, Hoàng Anh Gia Lai, Saigon Invest, SSI, and CMC.

In fact, the development of small and medium enterprises (SMEs) is strenuous. Unfavourable business environment and limitations in corporate governance, capital, and technology make private enterprises not easy to become motive forces for the whole economy or even for the private sector. In 2008-2009, when the global economic crisis happened, the impacts of the crisis on Vietnam reveal the necessity and the role of large enterprises to provide resources and mainstays for the government to carry out measures to counter the economic crisis. The large ones should not be only SOEs, but also private enterprises. However, the numbers of private enterprises which can undertake that role seem too negligible. 
Among the top 200 largest enterprises ranked by UNDP in Vietnam, there were only 17 private enterprises. This number was also quite small. According to that report, the number of large private enterprises which developed from a private business was limited. Majority of the 17 large private enterprises were the equitized one.

The absence of large enterprises means, in mid-term, the impossibility of Vietnam’s private enterprises which could reach to other countries to establish Vietnam’s multinational brand names. Establishing Vietnam’s brand names which can be recognized in other countries need the contribution of private enterprises, and should not lean only on SOEs and State-owned business groups. There are some private enterprises, by various approaches, making efforts to establish Vietnamese brand names in international market such as Hoàng Anh Gia Lai, Trung Nguyên, Phở 24, Sacombank, CAVICO, and etc; however, becoming a multinational corporation is still a long and costly journey for private enterprises. 
With 150 private enterprises ranked in the top 500 biggest enterprises released by VietnamNet and Vietnam Report, and 17 private enterprises listed in the top 200 published by UNDP, in comparison with the fact that over 80 percent of private enterprises in Vietnam is small-sized  (80 percent of private enterprises has capital less than 5 billions and 87 percent uses labor forces less than 50 people)
, it is obviously that the private sector in Vietnam facing the absence of medium-size enterprises which then can become big one. It reflects some problems in the quality of the number of private enterprises and it should be regarded as some policy issues needed to be addressed in order to improve the quality as well as the role of private enterprises in Vietnamese economy. 
4.
The uneven geographical distribution of private enterprises 
According to the reports of MPI’s Agency for Enterprise Development, over 80 percent of total enterprises newly registered annually are concentrated in some large cities and provinces, such as Hanoi, Ho Chi Minh City, Hai Phong, Da Nang, Binh Duong, and Dong Nai. The remaining 20 percent are private enterprises registered in the other 56 provinces and cities. 
Categorized in regions, many private enterprises are concentrated in Red River Delta and South East Region. The number of private enterprises in two regions accounts for 70 percent of total enterprises (registered and acting one) nationwide. The number of private enterprises in Red River Delta is increasing, contributed greatly by the increasing number of enterprises in Hanoi. So does it in the case of South East Region and Ho Chi Minh City. 

The ratio of enterprises in the other regions to the whole country does not increase, or even decrease, especially the North West, North East regions and the Mekong Delta. The Mekong Delta, where the poverty rate and the unemployed rate are highest in Vietnam, has been experienced a highest downturn in the number of enterprises registered in recent years. 
The uneven geographical distribution of private enterprises also reflects the economic development of provinces and cities, and regions, and a possibility of widening income and development gaps among localities in Vietnam. 
PART II – THE PERFORMANCE OF RESOURCE USE AND THE QUALITY OF BUSINESS ACTIVITIES
1.
Private enterprises’ quickly improving their indicators of business activities 
The volume of enterprises’ equity in the private sector increased significantly. Total equity capital of private enterprises soared 17 times from 38,700 billion VND in 2000 to 657,000 billion VND in 2008. The current averaged equity of a private enterprise is 5.2 billion VND, in compared with that of 1.2 billion in 2000. 
Table 1 – Some averaged indicators of enterprises in the private sector  
	 

 
	Enterprises in the Private Sector 

	
	2000
	2008
	Growth rate 

	Number of acting enterprises 
	31,767
	178,852
	563.01%

	Net turnover (million VND)
	193,426,783
	3,084,200,626
	1594.51%

	Profit
	1,721,082
	46,098,782
	2678.48%

	Total Assets
	105,272,100
	2,622,028,085
	2490.72%

	Equity Capital (million VND)
	38,753,082
	657,975,647
	1697.87%

	Averaged equity capital / 1 enterprise (million VND)
	1,220
	3,679

	Averaged profit/1 enterprise (million VND)
	54
	258

	Averaged assets / 1 enterprise (million VND)
	3,314
	14,660

	Averaged net turnover  / 1 enterprises (million VND)
	6,089
	17,244


Source: Vietnam’s General Statistics Office and the research team’s calculation 
Equity is the foundation for expanding business activities as well as for enhancing indicators of enterprises’ other activities. In general, the increase of private enterprises’ equity accompanied with an impressive improvement in net profit (nearly 16 times), profit (27 times), and total assets (24 times) in the period 2000-2008. Especially, the growth rate of total assets, profit is much higher than the growth rate of equity, indicating that the efficient using of investment capital of investors and shareholders in private enterprises. About making profit, on average, a private enterprise could generate 54 million VND profit in 2000, it increases 5-fold, 258 million in 2008. Other indicators, the average assets and averaged turnover of a private enterprise are 14 billion VND and 17 billion VND currently, respectively, much higher than that in 2000. 
The following table shows the improvements of private enterprises’ business activities in financial capital use and other resources.  
Table 2 – A comparison of some indicators reflecting the improvements of financial performance of private enterprises in 2000-2008 
	
	2000
	2008

	Total Assets/ Equity
	271,65%
	398,50%

	Profit/Equity  
	4,44%
	7,01%

	Profit/ total assets  
	1,63%
	1,76%

	Turnover/ Equity
	499,13%
	468,74%


Source: Vietnam’s General Statistics Office and the research team’s calculation  
According to table 2, in 2000, with 100 VND of equity capital, a private enterprise could generate 271 VND of assets, and 4.4 VND of profits. In 2008, with the same equity, a private enterprise can produce 398 VND of assets and 7 VND profits. These improvements are commendable.

Although the turnover generated by 100 VND of equity in 2008 is lower than that in 2000, the profit generated in 2008 is higher than that of 2000. It may reflect that private enterprises’ performance in financial activities as well as profit generated from equity has been improved considerably in this period.  
2. 
The quantity and the quality of employments in private enterprises  
2.1.
Private sector is the one creates highest number of employments as well as the highest growth rate of job generating 
The following table shows the improvements in some indicators of labour use in private enterprises in the period 2000-2008 and the growth rate in this period. 

According to the table below, among enterprises officially registered, private sector is the main source of generating jobs at a high growth rate and also the sector which has the highest growth rate in generating jobs in comparison with other economic sectors.  
Table 3 – Comparing some indicators of private enterprises’ labour use
	 

 
	Private Enterprises

	
	2000
	2008
	Growth rate 

	Number of acting enterprises
	31,767
	178,852
	563.01%

	Number of labourers employed (person) 
	858,622
	4,339,579
	505.41%


	Averaged income of an employee (million/ year)
	8,5
	33,19
	390.51%

	Averaged employees/ Enterprise (person)
	27
	24

	Average turnover/ employee (million VND)
	225.3
	710.7


Source: Vietnam’s General Statistics Office and the research team’s calculation  
In 2000, 31,000 private enterprises generated 850,000 jobs, which accounted for 24.28 percent of total jobs generated by all types of enterprises, and just about 65 percent of jobs created by the central SOEs.  
Table 4 - Number of employees in enterprises by type of enterprise
	
	2000
(number of employees)
	Nationwide proportion (%)
	2008
(number of employees)
	Nationwide proportion (%)

	Central SOEs
	1.301.210
	36,79
	1.172.511
	14,59

	Local SOEs
	787.321
	22,26
	402.620
	5,01

	Collective
	182.280
	5,15
	292.485
	3,64

	Private enterprises
	858.622
	24,28
	4.339.579
	54,01

	Foreign investment enterprise
	407.565
	11,52
	1.827.867
	22,75


Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009
After 9 years of implementing Enterprise Law, by the end of 2008, private enterprises generated about 4.3 million jobs, which accounted for 54 percent of total jobs created by all enterprises, and as much as 4 times of jobs created by central SOEs. Therefore, the number of jobs generated by private enterprises in this period has increased by 505 percent. The Figure 3 below shows the impressive job-generating ability of private enterprises in compared with enterprises in state economic sector and foreign investment enterprises.  

Figure 3 – The growth of labour use by type of enterprise 

[image: image3]
Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009
The number of jobs means so much about the quality of private sector in the aspect of job generation. The jobs created has contributed greatly to the economic development, and income improvements for people, and has supported the restructure process of the economy, especially from the aspect of generating jobs for the labourers who are the objects of the staff reduction in SOEs as well as in administrative organizations.  The private sector also contribute greatly to the job generation process for over 1.2 million people entering the labour market each years, and maintain Vietnam’s low unemployed rate in the last decade (4-5 percent in this period). 

According to Figure 4, two traditional sectors, central and local SOEs and collectives, decrease in the ratio of labour use. In contrast, the ratio of labour use in private sector and FIEs increases. 

Figure 4 – Comparing the changes in proportions of labour use by type of enterprise 

[image: image4]
Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009
The growth rates in generating jobs in economic sectors can be seen more clearly in the Figure 3 above. The growth rate of labour use in private enterprises is 22.67 percent annually, highest among all economic sectors. It is impressive that the number of jobs created in the first 3 years of implementing Enterprise Law (1999, 2001 and 2002) were particular high, over 31 percent in compared with that of previous year. 

2.2.
Not only did the number of jobs increase, the quality of jobs and productivity have been improved 
The averaged income for employees has been improved significantly. On average, the annual averaged income of an employee in 2000 was only 8.2 million VND (1.4 times higher than GPD per capita of the year 2000, 2000 price). It increased to 32 million VND per employee, nearly double the GDP per capita of the year 2008. 
The growth in number of jobs generated and the averaged income for employees have implied some progresses of private enterprises in this perspective. 
It is worth to note that the productivity of employees in private enterprises has been improved considerably. In 8 years, the averaged turnover per employee in private enterprises has increased by 3 times from 225 million VND in 2000 to 710 million VND in 2008. Although this indicator could not reflect exactly the improvements of total productivity of private enterprises; the increase in labour productivity presents partly the improvement of business performance of enterprises in the private sector.  
2.3. 
The scale of labour use in private enterprises is still small, with a low growth  
According to the General Survey on Enterprises conducted by General Statistics Office, in 2000, on average each private enterprise had 27 employees. In later years, this number did not change much, approximately 29 or 30 employees per enterprises. In 2008, it even decreased to 24 employees per enterprise. It may reflect the fact that the rising number of enterprises and some limitations in labour supply in Vietnam.

Figure 5 – The averaged scales of labour use by type of enterprise

[image: image5]
Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009
In comparison with SOEs and FIEs, there is a big gap. In 2000, the averaged scales in the state sector were 213 employees/local SOE (8 times higher than that of private enterprise), 630 employees/central SOE (23 times higher than that of private enterprise). In 2008, these gaps even widened, the averaged scales were 243 employees/local SOE and 667 employees/enterprises, 10 and 28 times higher than that of private enterprises, respectively.  
In FIEs, the averaged number of employees per enterprise was 10 times higher than that of private enterprises in 2000 and 13 times higher than that of private enterprises in 2008. 

Figure 6 – Comparing the changes in proportions of labour use of private enterprises in 2000 and 2007 

[image: image6]
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Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009
According to the Decree 56/2009/ND-CP on Supporting the Development of Small and Medium Enterprises, small enterprises are defined as the one using from 10 to 200 employees in the field of agriculture, forestry and aquatic product, industry and construction; and the one using from 10 to 50 employees in the field of trade and service.  
Notably, after nearly 10 years of implementing Enterprise Law, the “size” of private enterprises seems not change. Most of them still use less than 50 employees. 98.35 percent of private enterprises are using less than 200 employees, the benchmark for small enterprises in Vietnam (excluding enterprises in the field of trade and service). This number in the field of SOEs and FIEs are 55.38 percent and 70.05 percent, respectively. 
In term of averaged number of employees each enterprise, private enterprises can be regarded as “tiny” in comparison with SOEs and FIEs. 
PART III –COMPARING WITH STATE OWNED ENTERPRISES AND FOREIGN INVESTMENT ENTERPRISES 
Reviewing the development of enterprises in the private sector in the last decade, it may be easy to realize the impressive development of this sector in term of the quantity of enterprises as well as the quality of their business activities. However, it is just the development of the only private sector by times. In the framework of this report, the research team could not do a comprehensive comparison with other countries’ private sectors, and it may be an issue need to be studied further. 

However, comparing and analyzing the quality of business activities done by private enterprises, SOEs and FIEs led to some interesting findings. Some comparisons on the quality of business activities done by private enterprises and SOEs and FIEs are presented as following:
1.
Enterprises in private sector have the growth rate much higher than enterprises in other sectors in the relative value of several indicators
The table below compares the improvements in some indicators on business activities done by private enterprises, SOEs and FIEs. In terms of improvement extent (relative value), private enterprises can gain a growth rate much higher in the field of the number of acting enterprises, the number of employees, turnover, profit, and equity. Especially, private enterprises can achieved a high growth rate as 15-25 times in equity, total assets, and turnover, in comparison with the growth rates from 3 to 5 times in SOEs and FIEs
Table 5 – Comparing the growth rate in some indicators between private enterprises and SOEs, FIEs in the period 2000-2008 
	
	Private Enterprises
	SOEs
	FIEs

	The number of acting enterprises
	563.01%
	-40.77%
	368.52%

	The number of employees (person)
	505.41%
	-24.58%
	448.48%

	Averaged income of an employee (million/ year)
	390.51%
	432.92%
	173.98%

	Net turnover (million)
	1594.51%
	362.97%
	589.08%

	Profit
	2678.48%
	581.85%
	480.29%

	Total assets
	2490.72%
	405.24%
	451.14%

	Equity
	1697.87%
	370.96%
	398.34%


Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009, and the research team’s calculation
In fact, the number of private enterprises increases by 5.6 times in this period while the number of FIEs increases by 3.7 times ,and the number of SOEs decreases by 40 percent, as a result the structure of enterprises by economic sectors changes.  The proportion of private enterprises increase dramatically and now private enterprises account for 95.2 percent of total enterprises in the economy.  
Figure 7 – Comparing the enterprise structure by economic sector in 2005 and 2008  
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Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009, and the research team’s calculation
In parallel, the number of employees generated by private enterprises increase by 5 times while that generated by FIEs increases only 4.5 times, and the employees working in SOEs decrease 24.6 percent of its total workforce. In term of absolute number, it would be more impressive with about 3.5 million new jobs generated by private enterprises, while FIEs can create only 1.4 million new jobs, and SOEs cut back about 500,000 jobs. As a result, ratios of employees in economic sectors were changed as following:  
Figure 8 – Comparing the structure of enterprises’ number of employees by economic sectors in 2005 and 2008  
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Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009, and the research team’s calculation
Regarding the averaged income of employees – an important indicator of the quality of business activities and quality of enterprises’ operation – the growth rate of average income of employees in private enterprises (3.9 times increasing) is much higher than that in FIEs (1.7 times increasing), thus the gap in averaged salary between private enterprises and FIEs are reduced considerably.  Currently, the averaged salaries in private enterprises and in FIEs are 33 million VND per year and 34 million VND per year, respectively. In 2000, the averaged  salaries in private enterprises and in FIEs were 8 million VND per year and 20 million VND per year, respectively. This income gap reduced also partly enhance the attractiveness of private enterprises to FIEs for the employees

The ratio of equity of private enterprises increases from 10.49 percent in 2000 to 34 percent in 2008. The upward trend during the last decade is continuous and sustainable. Increasing equity is an important prerequisite for private enterprises to expand their business activities, to improve their business, activities and to increase other indicators such as turnover, number of employees, and profit.  
Figure 9 – Comparing the structure of equity by type of enterprise in 2005 and 2008 
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Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009, and the research team’s calculation
Averaged net turnover of private enterprises increases by 15 times, while that of SOEs and FIEs are 3.6 times and 5.8 times, respectively. Simultaneously, private enterprises has increased their profits by 26 times within 8 years, while the profits increases in SOEs and FIEs were 5.8 and 4.8 times respectively. This increase represent the high speed growth rate in profit, total assets, net turnover and equity of private enterprises in comparison with enterprises in other economic sectors. The table below shows the proportion of assets in private enterprises in comparison with that in SOEs and FIEs, which increases drastically from 9.6 percent in 2000 to 38.9 percent in 2008. 
Figure 10 – Comparing the asset structure by type of enterprise in 2005 and 2008 
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Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009, and the research team’s calculation
2.
However, the improvement in financial indicator of private enterprises is not as high as other enterprises 
Although having some considerable improvement and great progresses in many aspects mentioned above, comparing the improvement extent in financial indicators in this period, the improvement extent of private enterprises seem much slower than that in FIEs and even SOEs. 
Table 6 – Comparing the improvements in financial indicators by type of enterprise in the period 2000-2008  
	
	Private Enterprise
	SOEs
	FIEs

	
	2005
	2008
	2005
	2008
	2005
	2008

	Total assets/ equity
	271,65%
	398,50%
	334,73%
	365,66%
	221,41%
	250,76%

	Profit/ Equity 
	4,44%
	7,01%
	7,87%
	12,35%
	19,86%
	23,95%

	Profit/ total assets 
	1,63%
	1,76%
	2,35%
	3,38%
	8,97%
	9,55%

	Turnover/ Equity
	499,13%
	468,74%
	199,25%
	194,96%
	149,33%
	220,84%


Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009, and the research team’s calculation
Analyzing the table above, we can realize that some important indicators reflecting the quality of enterprises’ activities in private sectors were improved much slower than that in state sector and foreign invested sector. Particularly, they are indicators on Profit/Equity, and Profit/Total Assets. While  the Profit/Equity of private enterprises increases from 4.4 percent in 2000 to 7.1 percent in 2008. that of SOEs increases from 7.9 percent to 12.4 percent, and that of FIEs increases from 19.8 percent to 23.9 percent in the same periods. Similarly, the improvement of Profit/Total Assets in private enterprises is much lower than that in SOEs and FIEs.  
Therefore, though improved, the improvements in financial indicators of private enterprises are much lower than that in other economic sectors, even in SOEs. IT can result to a possibility of a widening gap in financial activities between private enterprises and other enterprises in the economy. 

Many reasons can explain this phenomenon. And this phenomenon should be analyzed thoroughly further. However, due to the framework of this research, these reasons will be examined in another research.
  
3. 
The improvement in scale of private enterprises does not catch that of enterprises in other economic sectors 
While enterprises in private sector can improve and enhance the quality of their business activities, it seem that enterprises in other economic sectors can do that at a higher speed. It makes the averaged scale of private enterprises seem increasing smaller in comparison with that of SOEs and FIEs  

Table 7 – Comparing the improvements in averaged scale by type of enterprise  
	
	Private Enterprises
	SOEs
	FIEs

	
	2005
	2008
	2005
	2008
	2005
	2008

	Averaged Equity/Enterprise  (million VND)
	1,220
	3,679
	38,752
	242.706
	71,118
	76,871

	Averaged Profit/Enterprises (million VND)
	54
	258
	3,050
	29,964
	14,126
	18,410

	Averaged Assets/ Enterprises (million VND)
	3,314
	14,660
	129,713
	887,488
	157,462
	192,763

	Averaged Net Turnover/ 1 enterprise (million VND)
	6,089
	17,244
	77,214
	473,188
	106,201
	169,762

	Averaged number of employees/ enterprise (person)
	27
	24
	363
	462
	267
	325

	Averaged turnover/ person (million VND)
	225.3
	710.7
	212.9
	1,024,7
	397.4
	522.0


Source: Vietnam’s General Statistics Office, the General Survey on Enterprises from 2001 to 2009, and the research team’s calculation
The figures in the table above show how small private enterprises are in comparison with SOEs and FIEs. For examples, although the equity of a private enterprises increase by 3 times in the period 2005-2008 to 3.6 billion VND/enterprise, it is still too small in compared with the averaged equity of SOEs and FIEs are 242 billion VND and 76 billion per an enterprise, respectively. We can realize similar figures for other indicators, such as Averaged Profit/Enterprises, Averaged Assets/ Enterprises, and Averaged turnover/ person.  
This phenomenon has been presented in the recent reality, with dozen of economic group established, and multi-hundred million and billion USD FDI projects registered and approved. It seems not accurate to compare the scale of enterprises by the investment capital among SOEs, FIEs and small enterprises in private sectors; however it still reflect the trend of growth and the development forms of enterprises in the economy recently. These could be some issues worth to be considered by policy-makers, especially in the struggle to develop the economy or to find an appropriate structure for the economy
.  
PART IV – THE QUALITY OF PRIVATE ENTERPRISE IN THE CORPORATE GOVERNANCE ASPECT
The Enterprise Law, which was promulgated in 1999 and amended in 2005, has marked a leap forward in the process of improving the corporate governance framework. It is also a firm foundation for enhancing enterprises’ management qualification, and the quality of corporate governance in the private sector. The shareholders’ rights are stipulated relatively sufficiently, specifically, in which shareholders are treated fairly. In fact, the corporate governance of the private enterprises has been improved substantially in comparison with that in the period prior to 2000.
 Big and professional enterprises have gradually adopted the governance framework matching recognized good governance rules and improve the quality of their corporate governance. Nevertheless, the quality of corporate governance in private enterprises remains a big problem.

1. 
The corporate governance’s forms bearing the stamp of nepotism

Modern corporate management and governance models in the world, such as OECD’s governance principles, are mainly based on the separation between management system and shareholders’ equity in joint stock or limited liability companies. Vietnam, however, is not only unfamiliar with developing the business organizing models, but it is also strange with modern business models. If yes, that is the custom of a family-oriented enterprise to keep all family “know-how” in doing business.     

Even in many private enterprises nowadays, the relationship among shareholders is restricted within family scale or close relatives and countrymen… As a consequence, the relationship among shareholders in an enterprise is usually depended heavily on another outside relation but financial contribution relationship.

In this situation, the key role in a private enterprise is the man or the father who has strong power in a family, but not the man who contributes most. In respect of capital mobilization, it is uncommon for Vietnamese private enterprises to access banking loans or through stock market, whereas the most familiar way to raise funds is relatives’ loans or borrows from friends.

 Almost all private enterprises in Vietnam have small scales, base on nepotisms; and holders may be managers, directors, or technical persons, and etc. Holders in an enterprise (especially in case of joint stock or limited liability companies) are functioned with various roles simultaneously. In addition with a role of money contributors in the enterprise, holders also have blood-relationships, or close friends….Internal management and operating organization, thus, are difficult to be clearly distinguished among the rights of holders, managers, and employees in terms of legal status, benefits and obligations. Non- official decisions are governed many joint stock companies’ management and controlling systems. A lot of managers, or holders put much effort to implement technical specialization jobs instead of management job.

2. 
Lacking long- term strategy and confidence
In the context of an unstable legal system and the business environment having many obstacles, Vietnamese private enterprises have not built long-term and sustainable business plans with clearly determined targets and missions. Some items including development philosophy and long-term development orientation strategy are still not widespread in a lot of private enterprises. However, they favor opportunities to do short-term and temporary investment. 
 According to the “Doing Business” annual report published by World Bank, the legal system protecting the rights and benefits of minor investors in Vietnam is quite weak. Thus, private enterprises, the joint-stock one at first, have not achieved investors’ faith, especially small investors’; and then they can not attract long-term investors outside. Although the stock market has been developing rapidly recently, it obviously has not been a good channel to bring capital from small investors to business operation.   
3.
Lacking transparency and motivations to disclose
In a standard management system, transparency is a crucial and efficient condition to protect shareholders’ rights and interests. Adequate and on-time information about the enterprise could help investors decide to buy and sell their shares, which results in supporting market to reflect the enterprise’s value in the current management methods. Once the market determines a bad signal from the management method of the enterprise, the share price will immediately go down, requiring some changes in management style. Effective information also helps share holders judge carefully about management quality to alter it if necessary.

Yet, lacking transparency in private enterprises’ financial management is quite common in Vietnam. Many enterprises have not executed or just partly executed the financial report regulations. The number of private enterprises sending financial reports obeying Enterprise Law accounts for small proportion of total enterprises. Financial reports sent to the business registration agencies are done without care. Therefore, its meanings in financial disclosure are low valued. Establishing accounting records are mainly to cope with taxation departments’ testing, not to serve for corporate finance management or disclose information to investors about the enterprise’s strengths and weaknesses.

Besides, some joint-stock enterprises do not have enough human resources, capability to disclose financial issues on the requirements of shareholders and investors. Many small enterprises in Vietnam are weak in accounting and finance management, while it is the prior item in corporate governance.

A popular fact in Vietnamese private enterprises is that the more disclosure in financial management it is, the more disadvantages it will absorb in comparison with others. In the current business environment, transparency efforts may not protect shareholders’ rights, but even lead to unhealthy competition, or lower company’s value which finally impacts the shareholders’ benefits. When a company disclose information, for example, it will be easier for its rivals to attract company’s current customers by copying its business strategy, product strategy or market strategy, and etc. Moreover, it will take some accounting and auditing costs for an enterprise to disclose information. In Vietnam now, in order to protect shareholders, transparency should always go hands in hands with equality and fairness in doing business. 
Some issues such as separating the enterprises’ assets and individual assets of the shareholders, entrepreneurs, protecting the minority shareholders’ rights and interests, respecting fundamental principles in corporate governance have not yet been implemented well, and have not yet supported by information disclosure and transparency reports of enterprises. This phenomenon happens in private enterprises, even in some large ones which go public in the stock market. These issues should to be addressed to enhance the quality of private enterprises in Vietnam.         

PART V – THE QUALITY OF PRIVATE ENTERPRISES IN SOME OTHER ASPECTS
1.
Being more active and confident when participating in activities of public dialogue and policy making through business associations
Through business associations which are their representatives, private enterprises are increasing active and confident when participating in activities of public dialogue and policy making. The development of private enterprises also results in the growth of the associations. According to some incomplete statistics, there are nearly 400 business associations in Vietnam at different levels, locals and they gradually become one of the key partners in terms of policy dialogue with public agencies. 

In recent years, thanks to open policies of economics development of the Government, the private sector has made a great progress in policy dialogue. The activities of policy dialogue initiated by the Government, or contributed by associations’ initiatives have attracted attention and active participation of private enterprises.

Policy dialogue activities carried out frequently, with the participation of business sector, especially the private enterprises, have made a crucial contribution to the change in economics policy of the Government. The troubles of administrative procedures in establishing business, implementing tax duty and customs procedures, banks and labor as well have been stated frankly in the meetings of policy dialogue with central and local departments and agencies. 

Private enterprises’ opinions have laid down foundation for state agencies to adjust the suitable policy of macro economics, aiming at creating a more equal business environment for the enterprises. This has been expressed through reforming Investment Law, Enterprise Law, Personal Income Tax Law… For instance, Law on Export and Import Tax, being modified in 2005 and coming into force since 01/01/2006 contains an important content which are expected by the enterprises. It is the united regulation of tax incentive between domestic and foreign companies. In addition, the modified Export and Import Tax has also united the regulations of tax incentives, import tax in different normative acts

The quality of public dialogues and participation in making policies has been improved step by step. That results from the quality of research activities and increasing profession of associations, together with the higher and higher requirements of the members, private enterprises.

Private enterprises and associations become more confident and professional in protecting their legal and proper benefits. This has been specially shown recently through the participation of associations in lawsuits of anti-dumping, for the cases of enterprises involving in aquatic, shoe leather, garment fields, and etc.
Besides, private enterprises’ views in handling the troubles in applying the law have contributed to establish clarified business practices for enterprises. Burdensome administrative procedures in fields of customs, tax have been modified comprehensively, simply, clearly, correspondingly to Vietnamese and international practices as well as help the businesses feel easier to implement.

Through the representatives, the delegates in public agencies such as People’s Council and National Assembly, the private enterprisesalso convey their views and proposals for adjusting policies to agencies making policy. Private enterprises’ proposals have been contribute actively in the very first phase of law making, and therefore enhancing the quality of laws and regulations. 
Table 8 -  The numbers of the delegates of the 12th National Assembly are the leaders of organizations representing for enterprises 
	No
	Delegates of the 12th National Assembly are the leaders of organizations representing for enterprises and businessmen.


	Quantity

	1
	Vietnamese business community ( associations )
	2

	2
	State-owned enterprises
	7

	3
	Private-owned and joint-stock  enterprises
	15

	4
	Cooperatives
	2

	
	Total
	26


Source: Vietnamese National Assembly, List of Delegates of 12th National Assembly www.quochoi.vn
However, the participation in policy dialogue of private enterprises in localities has not been alike. In big cities and provinces such as Ho Chi Minh City, Hanoi, Binh Duong where the private sector has developed and the authority is active in managing economics, private enterprises have made a positive and frank participation in policy dialogue. Conversely, in some provinces, especially the remote locations where the private sector has not developed, quality of policy dialogue is still limited for the enterprises’ apprehension of authority, thus they only attend the meetings obligatorily.

 Associations make many difficulties when participating in policy dialogue. Due to lack of finance resource and organizational skills, many associations are passive in collecting ideas of their members in order to reflect to local authority through meetings, official forums. Consequently, the rights of private companies have been not protected appropriately.

2.
Private enterprises’ activities on research, development and technology transference is limited
Up to now, in the science and technology field, the state sector still plays a leading role. According to the latest survey of the Ministry of Science and Technology, approximately 1,200 scientific and technological organizations with 15,000 civil servants, which are run in the nationwide, annually spend six hundred billion VND of the state budget. The investment of the whole society on science and technology is considerably low, with only five US dollars (in 2007) per capita, and the source of investment mostly comes from the state budget. Meanwhile, the Chinese and Korean governments spend 20 US dollars (in 2004) and 1,000 US dollars (in 2007)
 per capita, respectively, on the science and technology. Science and technology fields are essential to be made a breakthrough if Vietnam wants to obtain the objective of GDP growth as much as 3.2 times in 2020 compared with that in 2010. Private enterprises should play an important role in research and technology transferring. Nonetheless, currently, research on science and technology in the enterprise sector, particularly in private sector, exists many limitations.
The investment of the State on science and technology remains moderately low, making up only about 2% of the total expenditure, and about 0.5-0.6% of GDP. In the meantime, the proportion of the enterprises’ investment on science and technology is even lower than 0.1% of GDP. Most of the enterprises themselves, which are small and super-small ones, cannot create conditions for investment on science and technology. The private sector is mobilizing the human resources for the science and technology fields, which are still being restricted. According to the Minister of Science and Technology, Mr. Hoang Van Phong, at the present, the investment ratio on Science and Technology of the state-owned enterprises and non-state-owned ones is 5:1, whilst that in China is 1:3
.
According to the survey of GTZ and VCCI to 1,200 Vietnamese enterprises in 2008, enterprises spend only about 0.1% of their total annual revenue on research and development in order to produce new products and renovate technology. Additionally, among the total import turnover of Vietnam, the annual technology import of the enterprises only accounts for nearly 10% of total import value, which is equivalent to ¼ of the developed countries’. The restrictions on technology and equipment renovation of enterprises lead to shortage of product diversification. The out-dated technology also contributes to the huge material consumption, environmental pollution, and affects badly to human’s
.

Another VCCI’s survey (2009) with 630 enterprises with the full sample of enterprise types indicates the reality of technology renovation of the enterprises. Despite the fact that in the period pf 2006 – 2008, 67.8% of the enterprises surveyed produce new products or renovate remarkably, 57.3% of those introduce new or innovated services, but most of renovation has been implemented by the enterprises themselves. Meanwhile the ratio of the enterprise in cooperation with the other companies or foreign or domestic research institute is so limited, which is 2.8%, 6.6% (in commodity) respectively, and 7.4%, 9.6% respectively (in service). Noticeably, product renovation depended on other enterprises or institutes implementing is only 3% (in commodity) and 7% (in service). The cooperation mechanism among enterprises including private enterprises and research institutes is deemed constrained, and is a critical problem of technology application, transference, and popularization in Vietnam. If the situation keeps prolonging, it will impede the national development and the competitiveness capacity strengthening of Vietnamese enterprises in general, and private enterprises in particular.

Another survey conducted recently by Ho Chi Minh Department of Science and Technology aiming at assessing the science, technology of 630 domestic and foreign enterprises in the city. The survey indicates that there are many limitations on technology renovation existing in the enterprises. The proportion of enterprises obtaining the degree of entire automation of production line constitutes 25%, those of semi-automation makes up 60%, and the rest 15% of the enterprises surveyed is manual mechanics. The majority of technological equipments originate from China, few one from the U.S, Japan, and Western countries. Another research carried out by Dr. Ho Sy Hung, Head of Department of Enterprise Development (belonging to Ministry of Investment and Planning) shows that 80% of small and medium enterprises are using technology 3-4 generations out-of-dated. Most of enterprises are adopting the technology of the 1980s and the capacity of technology renovation research appears to be significantly restricted. The private sector is even regarded as not involving in renovating and enhancing the technology capacity due to lack of capital and potentials.
 

The State government has been introducing new policies aiming at boosting technology renovation, including many incetives for enterprises. The Law on Enterprise Income Tax ratified by the National Assembly dated June 03 2008, stipulates at the Article 17: “The enterprises which are established according to the Law of Vietnam are deducted 10% from the annual income tax of the enterprises in order to set up the Science and Technology Development Fund.” The Law on Advanced Technology approved by the National Assembly dated November 13 2008 helps create a legal corridor for the development of Vietnam Science and Technology. The Law identifies the fields, which are required to develop centrally, are comprised of information technology, biology, new material, and automation. The government introduces favorable policies for the organizations, individuals, which research and develop high technology, will be charged the most favorable enterprise income tax, personal income tax, value added tax, export tax, import tax. Besides, the enterprises are subject to be sponsored by other foundations for the research, development, and technology transference. The contractor of research development, high tech application project will be handed over the land with exemption of land using tax. The professionals, researchers, students of the research and training institutes are supported to take part in technological activities and can their own set up or cooperate with other institutes or individuals to found a high tech enterprise, which will receive favorable conditions on land and tax. 
  The new policies are expected to build up significant momentum for research, application development and technology renovation of Vietnamese enterprises. 
3.
The active and dynamic participation of private enterprises in delivering  public services

In the progress of administrative reform, the Government has motivated the private enterprisesto deliver some public services such as health, education, environmental hygiene… In that context, the private sector has actively taken part in providing some public services empowered by the Government. The following examples of some public services provided by the private enterprises show the improvement of quality of the sector.
3.1. 
Private healthcare

Private healthcare system has contributed to lessen the overload of patients for the public one, especially in the current circumstances, when population growth causes increasing need in medical examination.  At the end of 2007, there are 66 private hospitals nationwide
. Up to 9/2009, there are 93 private hospitals operating in 28 cities and provinces (including 89 modern medical hospitals, 2 traditional medical hospitals and 2 semipublic hospitals). Among these, 88 private ones operating according to Enterprise Law are financed by domestic investors. Most of them are gathered in Hanoi, Ho Chi Minh city, Nghe An, Danang. On average, one private hospital possesses 79 hospital beds, 6 departments. 100% of them have emergency aid, par clinical, pharmaceutical department… Nevertheless, private healthcare system only accounts for 8,6% (93/1063 ) all the hospitals and 4.6% the hospital beds in comparison with public hospitals. Together with the system of public medical examination, private and semipublic ones have contributed remarkably to health care and protection for people. According to incomplete statistics of Vietnam Medical Association, the private and semipublic hospitals have operated medical test and treatment for nearly 40 millions of participations per year. 
 Among them, the private one has done for nearly 4 millions of participations per year. 
 Implementing the policy of socializing medical service delivery, the development of private hospitals has impacted on reducing negative sides, corruptions in medical field. This anxious issue was stated by the sponsors in the dialogue meetings on 26/11/2009 in Hanoi between the Government and international sponsors
.
3.2. 
Private Notary Offices
In accordance with market economy, there are more and more transactions in the society, resulting in the great demand in notarizing the documents. However, before 2007, only with about 140 notary private’s office and 400 notaries nationwide, overload situation of the office and the imperious, authoritarian and uncooperative behavior of the notary staff had caused many unpleasant feedbacks from the public. In order to tackle this problem, notarization has been socialized through Notarial Law coming into force since 1/7/2007. As a result, the appearance of notary private’s office has been allowed. In Hanoi, there are 39 ones operating as partnership or private companies. The appearance of notarial private’s offices has shared the overload work with the public ones. When there are more and more people using the service of the private one, it is considered a positive factor making the civil transactions more legal. Therefore, dispute cases resulting from illegal transactions will reduce and the stability of the society will be guaranteed.

3.3. 
Environmental hygiene services

Environmental pollution in residential areas is the urgent issue in the society for overloaded life rubbish and limit in governmental budget. Stimulating socializing the activities of environment protection is regarded as one of key solutions. In Ho Chi Minh city, the service of environmental hygiene has been piloted to socialize in Binh Tan and Tan Phu districts since 2006. The service has been expanded in more 4 districts in 2007 and in overall city in 2008. By one side, it has reduced the budget burden for the Government and the number of staff for the local authority. By another side, it has created the ability of concentrating the resources on managerial activities, penal regulations, importantly propaganda for enhancing the attitude of people of keeping environmental hygiene in the residential areas and cities. 
 In Hanoi, the socialization project of collecting the rubbish has been carried out since 2006. The participation has been made by not only urban environment companies, but also by some private enterprises, through tender. Socializing this work has help lessen the city’s expense ( Tu Liem district, a leading one in this field, has dismissed VND2.5 billions per year ), together with enhancing people’s knowledge of keeping the environmental hygiene in the community.

4.
Private enterprises are in the period of “getting acquainted” with implementing the social responsibility for protecting the environment

Corporate social responsibility
 is a quite new issue to the Vietnamese businesses in general and to the private ones in particular. In the context of internationally economic integration of global competition, the corporate social responsibility expressed through complying seriously with requirements of labor, food hygiene safety, clean food and environmental protection has become one of the close commitments in exporting contracts to developed economies. This requires the exporting businesses to adapt when signing the contracts. Till now, private companies involving in exporting field have rapidly approached and complied completely the corporate social responsibility, such as SA 8000, ISPO 14000 standard, aiming at enhancing the capacity in globally competitive integration.

Some big private enterprisesin Vietnam have executed the cor.porate social responsibility early. Such big companies as ACB, Duy Loi, Kinh Do, Mai Linh Co., Tan Tao, Techcombank… are active in putting the corporate social responsibility in their development strategy. 
  Executing the corporate social responsibility helps the enterprises reduce cost, improve turnover, strengthen brand value, decrease work resignation and increase productivity and competitiveness.  Besides, the corporate social responsibility also makes improvement of income, quality of life and health for the labor and their family.

Many enterprises have positively taken part in charitable activities. Supporting victims of flood, natural disasters as well as contributing to “For the poor” budget and other budgets of Vietnam Fatherland Front has attracted much attention from the private companies. Although there are many contradictory evaluations of motives of these contributors and whether to unify the corporate social responsibility, the financial contribution of the private sector for the community is a considerable resource to the Government when carrying out hunger elimination and poverty reduction nationwide.

However, with regard to the small private enterprises ( it represents most of capital in the private sector ), the issue of corporate social responsibility is still limited.  Implementing Labor law, paying for social insurance and complying the requirements of food safety and hygiene of the small and medium enterprises are the urgent matter on mass media. Furthermore, due to low level of technology and financial limit, matching process producing with regulations on protecting the environment is quite strange many the private companies.

The working condition in factories, plants, working sites, labour safety standards is a big problem. Moreover, many private enterprises have not yet fulfilled their responsibility for their employees in terms of social insurance, health insurance. Many enterprises are reckless of paying social insurance for employees. Some enterprises have 35 employees, but 8 of them are paid for social insurance and health insurance. When inspecting 490 enterprises in HCMC, the inspectors of DOLISA found 73 enterprises violating regulations on social insurance. 
 This situation happened not only in HCMC but also in other provinces and cities. Therefore, when these problems are solved by private enterprises responsibly, with efforts of this sector in improving the employees’ income (as mentioned at the previous parts), private enterprises can improve more drastically the quality of employments, productivity, and the general quality of the whole private enterprise sector.
PART VI – CONCLUSION

The above analysis has shown the great progress, particularly in the number of enterprises in the private sector in Vietnam. The quality of private enterprises has been improved remarkably in comparison with itself in this decade. The improvement in quality has been expressed in many aspects such as the management level, operation efficiency, financial ratios, quality of job created for workers. The development has helped improve the image of private enterprises, increase the general efficiency of the whole economy. Jobs in private companies now become more attractive to newly graduated students, and to skilled and talented people. Private enterprises have been and are the direct competitors of foreign-invested enterprises in attracting the human resources and workforces, which was hardly the thought of people at the beginning of this decade.

However, it is obvious that there are still many things to discuss about the quality of enterprises in this sector. Though the numbers of registered enterprises are numerous, the number of real enterprises with large-scale and able to direct assist the economy or to develop a Vietnamese brand or a multinational company in the world is limited. There is also lack of middle-scaled enterprises to develop into large ones in the coming time, this situation - the missing middle) – needs to be soon solved. Enterprises which registered but not yet come into operation have found difficulties in exiting from the market due to difficult bankruptcy procedures. In addition, that those enterprises cannot finish bankruptcy procedures or exit from the market has reduced the general quality of the whole sector and restricted the “creative destruction”, which is normally observed in market economies.

Besides, the quality of private sector has been evaluated through the quality of the operation management function within the enterprise, the environment requirement obedience, the working standards, social responsibility, research and development activities, and the ability to acquire new technologies. The positive attitude in participating in developing policies, establishing a transparent and corruption-free business environment partially contribute to the quality of enterprises in private sector. These aspects are those that have many shortcomings and need to be improved.

Those analyses also pointed out some interesting findings when comparing the operating quality of private, state-owned, and foreign-invested businesses. There are some indicators that private enterprises have cached up with or even outdone enterprises in other sectors such as the number of jobs created or the income for workers. Though having improved, private sector enterprises have slower progress in comparison with others in revenue, owner capital, and other important indicators such as income per capital ratio, average capital per enterprise, average income per enterprise, average assets per enterprise, average gross revenue per enterprise, so on.  Private businesses were smaller, now are even smaller than business group established with hundred million, billion dollar projects every year.

Due to the limited scope of the report, the research group has just mentioned main findings. We hope that issues discussed in this report will be researched and analyzed further in the coming time.
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Tet Holiday Bonus at enterprises in Hanoi and Ho Chi Minh City





In Hanoi, the average Tet’s bonus for an employee is 2.3 million VND; specifically, the averaged bonus in SOEs, FIEs, and private sectors are 1.8 million VND, 3.3 million VND, and 1.8 million VND, respectively. It is reported that a FIE in Hanoi propose the Tet’s bonus at 337 million VND, at some private enterprises, it is 50 million VND /employee, and at SOEs, it is 30 million VND/employee. 





In HCMC, the highest Tet’s bonus is paid by a FIE with 389 million VND, in private enterprises, it is 185 million VND. Meanwhile, it is 68.4 million VND at SOEs. The averaged Tet’s bonus for an employee in all types of enterprises is 3.8 million VND. Among them, the Tet’s reward in SOEs, FIEs, and private enterprises are 6 million VND, 2.2 million VND, and 3.3 million VND, respectively. 





Source: Ministry of Labour-Invalid and Social Affairs.  








� In this research, private enterprises refer to all enterprises legally registed by Enterprise Law, not including individual business households, collectives and and farms. 


� There are so many concerns about the quality of business registered enterprise data. There is no united information system connected nationwide on business registered enterprises database. Several past years and even now, the number of enterprises newly established in some localities has been collected by traditional methods, and kept in books, rather than in electronic database. Moreover, the number of enterprises newly registered may be overstated due to some performance incentives of local officials, so it does not reflect the real development of newly private enterprises. Enterprises dissolved or inactive have not yet been reflected appropriately or excluded from the database of enterprises registered. 


� See more details at  “From Business Idea to Reality: Still a Long and Costly Journey;. Hanoi, 2005. GTZ/CIEM, 2005  and updated in 2008.


� See more detail at http://stats.berr.gov.uk/ed/survival/Key%20Results1.pdf
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� See more detaits at  � HYPERLINK "http://www.vnr500.com.vn" ��http://www.vnr500.com.vn�. 
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� “Upgrading the Quality of labour to Improve Provincial Competiveness Index”, Le Duy Binh, USAID/VNCI, 2010.


� This research assess comprehensively the whole private sector, based on overall and averaged figures and indicators for the whole sector. Supposedly using a different research methodology, for example choosing 10 percent of enterprises which are best performed of private sectors, 10 percent of state sector, and 10 percent of FIEs to analyze and compare, there should be some interesting findings. Moreover, some issues such as some exclusive rights or absolutely competitive ability of SOEs and even FIEs to private enterprises are not dealt with in this research. 


� “Local Actions to Counter the Fall in FDI and Demand as Consequence of Economic Crisis: Good Pratice in some Provinces in Vietnam”, Le Duy Binh, joint publication of OECD/ILO (forthcoming).
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� Seeking ‘disease’ hindering scientific advance”, on 26/12/2009 � HYPERLINK "http://www.tinmoi.vn/Di-tim-can-benh-can-tro-tien-bo-cua-khoa-hoc-cong-nghe-1298882.html" �http://www.tinmoi.vn/Di-tim-can-benh-can-tro-tien-bo-cua-khoa-hoc-cong-nghe-1298882.html�


� ''Only by science and technology, can Vietnam break through', http://vnexpress.net/GL/Khoa-hoc/2008/05/3BA02992/


� Vietnamese has not focused on innovating technology, http://vnexpress.net/GL/Khoa-hoc/2008/05/3BA02B4B/  


� Enterprises self-manage to innovate technology, New Hanoi on 4/1/2010, � HYPERLINK "http://hanoimoi.com.vn/newsdetail/Cong_nghe/304051/cac-doanh-nghiep-phai-tu-may-mo-doi-moi-cong-nghe.htm" �http://hanoimoi.com.vn/newsdetail/Cong_nghe/304051/cac-doanh-nghiep-phai-tu-may-mo-doi-moi-cong-nghe.htm�


� Dan Nhiem, Application for science and technology – Should not take a short-sighted approach, New Hanoi on 7/8/2009.


� Scientists are allowed to esetablish high-tech business, http://vnexpress.net/GL/Khoa-hoc/2008/11/3BA086C5/ 


� Lan Anh,  Promoting the private sector, The Youth Wednesday, 19/12/2007,  http://www.tuoitre.com.vn/Tianyon/Index.aspx?ArticleID=234667&ChannelID=3


�  Đông Phương, Private Health – The problems requires the solutions, Life and Law, Thursday, 05/11/2009-2:17 PM, http://www.doisongphapluat.com.vn/Story.aspx?lang=vn&zoneparent=0&zone=5&ID=2213


�  www.giadinh.net – September 17th and Pioneer Newspaper Friday, 18/09/2009, 15:46


�  Diep Van Son, Socialising the public service to prevent from corruption, Saigon Promotion, 03.12.2009 � HYPERLINK "http://www.sgtt.com.vn/detail33.aspx?newsid=60064&fld=HTMG/2009/1201/60064" �http://www.sgtt.com.vn/detail33.aspx?newsid=60064&fld=HTMG/2009/1201/60064�, 


�  Hồng Sơn, Estabishing the private notary’s ofice: No space for authoritarian? Family and Sociaety, Thúday, 03/12/2009-1:08 PM, http://giadinh.net.vn/home/11920p0c1000/thanh-lap-cong-chung-tu-nhan-khong-con-cho-cho-su-cua-quyen.htm


� Online discussion beteen leaders of Department of Natural Resources and Environment, and readers of SGGP: Socialising all service of environmental hygene Updated on 22/03/2007 at 12:10'(GMT+7. http://www.sggp.org.vn/giaoluutructuyen/2007/3/91403/
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