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espite the government’s
efforts to cut and simpli-
fy administrative proce-
dures, the private sector
— considered the key for Vietnam to
achieve outstanding growth — is still
struggling with a slew of hurdles.

In the last days of March, the
government approved a scheme to
simplify administrative procedures
related to production and business
activities over the next two years.

This year, the government wants
to immediately reduce and simplify
admin procedures related to pro-
duction and business, ensuring the
abolition of at least 30 per cent in
three areas: unnecessary business
investment conditions, processing
times, and the cost of complying
with procedures.

In 2026, all unnecessary busi-
ness conditions or those that are
contradictory, overlapping, or un-
clear will be removed, and all con-
ditions of industries and professions
not included in the list of condition-
al business investment industries
and professions of the Law on In-
vestment will be abolished.

The time and the cost of com-
plying with such procedures will
be cut in half, while all procedures
related to technical regulations and
mandatory standards must be pub-
lished, reduced, and simplified. Ad-
ditionally, all enterprise reports are
to be implemented online.

Administration procedures are
still a barrier for many business-
es, especially the private sector,
as well as hindering the growth of
the entire economy.

At a recent workshop on driving
forces for sustainable high econom-
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Thanks to open-door policies crafted
from the 1980s and beyond, rapid
development of legal infrastructure,
recognition of the value of foreign
direct investment, and the importance
of a strong private sector, Vietnam
has made tremendous progress to a
point where, this year, Vietnam’s av-
erage per capita income should reach
$5,000, total foreign trade could be
well over $850 billion, and there is a
poverty rate below 5 per cent.

In most countries around the
world, the private sector is the key
driver and contributor to economic
growth. Globally, the private sector
contributes 70 per cent of GDP and
85 per cent of global employment,
whilst small- and medium-sized en-
terprises (SMEs) represent 90 per
cent of businesses worldwide and
half of global employment. Regis-
tered SMEs in emerging markets are
said to contribute 40 per cent of GDP.

In Vietnam, the main focus histor-
ically was on the state sector, which
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Private sector clarity
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ic growth, organised by the Vietnam
Economic Institute, its former pres-
ident Tran Dinh Thien said that the
country is facing the risk of a high
middle-income trap and the key be-
longs to the development of the pri-
vate sector.

“Although state-owned enter-
prises still play a leading role in the
economy, the development of pri-
vate-owned enterprises is necessary
for Vietnam to achieve the goal of
becoming a highly developed coun-
try by 2045,” he added.

Thien pointed out that one of
the prominent issues is the decline
in growth momentum in recent
years. The private sector now ac-

counts for half of the total econo-
my, but there are still many diffi-
culties to overcome.

The number of dissolved enter-
prises is increasing, especially in
the retail sector, where the number
soared by 28.4 per cent on year,
while the number of newly estab-
lished enterprises increased by only
2.6 per cent, due to the impact of
e-commerce platforms. This indi-
cates that the private sector is suffer-
ing seriously and needs strong and
drastic changes.

Thien said that one of the main
reasons that the market-oriented
economy and the private sector do
not get much support. “Although

the role of the private sector has
been acknowledged, policies and
admin procedures for this sector are
still not favourable,” Thien said.

Dau Anh Tuan, deputy general
secretary of the Vietnam Chamber
of Commerce and Industry (VCCI),
said that there are about 940,000 en-
terprises and five million individual
business households. They contrib-
ute just over half of GDP, create 40
million jobs, account for over 80
per cent of the country’s workforce,
and contribute 30 per cent of budget
revenue and 60 per cent of social in-
vestment capital.

“Despite their important role,
private enterprises are not forceful

Private sector is driving force
for advances across economy

led to the inefficient use of resources.
Formally, we did not have a private
sector until 25 years ago. Today, it
is estimated that the private sector
contributes around half of GDP and
almost one-third of the state budget,
creating over 40 million jobs ac-
counting for more than 80 per cent of
the total workforce.

So, Vietnam’s preparation in po-
sitioning private sector development
as a crucial driver of Vietnam’s so-
cialist-oriented market economy will
help to foster a strong private sector,
and which will facilitate a more effi-
cient use of economic resources.

Vietnam should ensure clear
strategic objectives for the private
sector’s role in achieving Vietnam’s
development goals. This includes tar-
gets for GDP growth, employment,
technological advancement, and sus-
tainable development.

Several actions are required. The
first is to establish a policy frame-
work that encourages private sector
investment and innovation is crucial.
This can be achieved through tax
incentives, subsidies, and grants for
research and development. Encour-
aging public-private partnerships
is another vital element. These can
help develop infrastructure, health-
care, education, and other critical
sectors, . with stakeholders gaining

access to international best practic-
es and the public sector with facili-
ties and the means to upgrade them.

The second aspect is to simplify
business regulations to reduce com-
pliance costs and administrative bur-
dens. This will streamline processes
for obtaining permits, licences, and
approvals will foster a more busi-
ness-friendly environment. Too much
time is currently wasted on business-
es complying with constant requests
because of often overlapping and un-
clear regulations.

Improving access to finance for
SMEs is also essential to enhance
credit facilities, reduce interest rates,
and provide guarantees for loans to
help them thrive. Many do not have
at their disposal fixed assets which
banks require to support loans, so the
current and traditional basis for lend-
ing needs to change, requiring trained
credit analysts.

Apart from this, encouraging the
adoption of new technologies and
innovation by providing support for
startups and tech-driven enterpris-
es is also important. This includes
funding for research and develop-
ment and creating innovation hubs.
Investing in education and training
programmes to build a skilled work-
force that meets the needs of the pri-
vate sector is crucial. This includes

vocational training, apprenticeships,
and continuous professional devel-
opment for many jobs.

Other factors involve facilitating
access to domestic and international
markets by reducing trade barriers,
improving logistics, and supporting
export-oriented businesses. This will
help ensure that private sector growth
is sustainable and inclusive by en-
couraging environmentally friendly
practices and supporting businesses
owned by women, minorities, and
other underrepresented groups.

To reduce some of the bottlenecks
currently facing businesses in the pri-
vate sector and to encourage faster
growth, Vietnam needs to address
regulatory barriers. The government
needs to address the complexity and
inconsistency of business regulations
that hinder market entry and inno-
vation. Simplifying such things as
licensing procedures, work permits,
temporary residence cards, and work
visas can help ensure consistent pub-
lic service delivery.

Also, the government has to
expand its infrastructure spending
to support business operations, in-
cluding in transport, energy, and
digital infrastructure.

The high cost associated with do-
ing business has to be addressed. This
includes inspections, permitting de-

on a large scale, with low productiv-
ity, a lack of linkages, and numer-
ous difficulties in accessing capital,
land and personnel,” he said. “These
challenges affect the ability to ex-
pand and reduce the competitive-
ness of the private economic sector
amid increasingly deep integration.”

In the view of Nguyen Dinh
Cung, former president of the Cen-
tral Institute for Economic Manage-
ment Research, the biggest bottle-
neck for the private sector is caused
by improper legal regulations.

“The business legal system
is unclear, vague, unrecasonable,
non-transparent, and overlapping.
This causes high compliance costs,
in terms of time and money, and es-
pecially opportunity costs,” he said.

Thien from the Vietnam Eco-
nomic Institute said, “To enable the
private sector to play a key role in
driving growth and development,
strong reforms are necessary to re-
move administrative constraints and
build a truly healthy and competi-
tive business environment,” he said.

To remove barriers for the pri-
vate sector, Tuan from the VCCI
proposed some solutions.

“It is necessary to simplify
admin procedures, making laws
transparent and overcoming over-
laps in current regulations. Over
260 documents are revealed to
be overlapping, and are being re-
viewed and adjusted.”

Tuan emphasised the need for
separate laws for business house-
holds and small enterprises while
encouraging the spirit of business
support, providing sandbox policy
for new business models. He also
proposed to create new advantages
for enterprises to access new sourc-
es of capital.m

lays, logistical bottlenecks, and lack
of transparency in matters related to
tax and customs inspections, with no
right of appeal other than through the
courts or arbitration.

One thing that the private sec-
tor does not like is legal and policy
uncertainty. The government needs
to ensure a stable and predictable
business environment with complete
transparency and consistent applica-
tion of laws, rules, and regulations.

Having workplace-ready students
at all levels is currently a challenge
for businesses across the board. Ed-
ucation and training programmes
need to be aligned with the needs of
employers. We must have more pro-
grammes of continuous learning and
upskilling, not just within the profes-
sions, to meet the demands of a dy-
namic and fast-changing economy.

By addressing these issues and
removing the bottlenecks, the private
sector will be able to play a more sig-
nificant and efficient role in driving
economic development, in line with
the country’s development goals.

The current plan for institutional
and provincial reform should, when
implemented in a robust and fair
fashion, go a long way to addressing
many of the bottlenecks, but positions
must be competency-based. So, we
are well-placed to move to a strong
private sector being the main driver
for future growth and whilst this may
take a period of time with the right
degree of government support, there
is everything to play for with the aim
of Vietnam developing into a high-in-
come country by 2045.m




