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dentifying the role
Iof different eco-
nomic sectors
plays is important to
the direction of eco-
nomic development in
Vietnam in next de-
cades. Mistakes in this
process could lead to de-
fects in the develop-
ment  strategy and
economic recession. In
the past decades, the
leading roles was al-
ways given to the public
and collective sectors.
This approach was ap-
propriate to the social-
ist orientation but in
reality, these sectors,
especially the collective
one, failed to play such a
role. Meanwhile,
non-public sectors ac-
count for an increasing
share in the GDP,
newly created jobs, new
investment and foreign
trade, but their roles
and contributions have-
n't been appreciated.
The policy- makers
should take a more ex-
act and realistic view on
this matter in order to
avoid mistakes when
doing their jobs.
a. Public sector

In 2005, this sector
accounted for 38.4% of
the GDP. In the years
2001-05, it gained a
fairly high growth rate
and big shares in the
GDP. This share was
usually over 38% and
8% of with comes from
public services and the
rest from state-owned
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companies. Its growth
rate in the period was
7.46% and it still was an
encouraging result al-

though it was lower
than the national aver-
age of 7.51%.

Besides its contribu-
tions, this sector has

of this sector is always
lower than ones gained
by other sectors and the
national average as
well. Its growth rate in
the years 2001-05 was
only 3.88%.

c. Private sector
The most remark-

Table 1: Share of the public sector in the GDP (%)

Year Share
2001 34.40
2001 38.38
2003 39.08
2004 39.10
2005 38.42
2006 (est.) 37.33

suffered huge losses and
waste in its use of public
capital and other prop-
erties in recent years,
which damaged its
strength to a certain ex-
tent.

b. Collective sector

Up to 2005, there
were 1,868 cooperatives
specializing in farming;
6,253 ones in irrigation
services; 4,510 ones in
crop protection; 4,768
ones in supplying young
plants and animals; and
thousands of coopera-
tives supplying a wide
range of services and
products in both urban
and rural areas. This
sector accounted for
6.83% of the GDP in
2005 and 6.61% in 2006.

However, there are
not many new-style co-
operatives that ob-
tained good perfor-
mance. The growth rate

able achievement in 20
years of economic re-
form is the policy to de-
velop the private
economy. Amended

Constitution, invest-
ment and business laws,
especially the 1999
Companies Law, 2005
Investment Law and de-
cision by the 10" VCP
Congress in 2006 to al-
low party members to
engage in the private
economy, have estab-
lished the legal infra-
structure for the
freedom to do business
and get rich for the peo-
ple. Up to now, over
220,000 private compa-
nies, over two million
family businesses and
some 15 million peasant
families are doing their
business and creating
jobs. In 2005, this sector
accounted for 38.86% of
the GDP (of this propor-
tion, private companies

Table 2: Downward tendency in the share of the
collective sector in recent years

Year Share
2000 8.58
2001 8.06
2002 7.99
2003 7.49
2004 £33
2005 6.83
2006 (est.) 6.61

Source: - Ban Van hoéa tu tudng Trung uong, Tiép tuc
hoan thién thé ché kinh té thi trudng dinh hudng xa
héi chi nghia, ddy manh céng nghiép héa, hién dai
héa gadn vdi phat trién kinh t€ tri thic (“How to per-
fect the socialism-oriented market economy, and

accelerate

industrialization

and modernization

linked with development of knowledge-based econ-
omy”), Chinh tri Quéc gia Publishers, Ha Noi,

2006.

- Thoi Bzdo Kinh Té& Viét Nam (2006), Kinh Té
2005-2006 Viét Nam & Thé Gidi (“Vietnam and the
world economy 2005-2006")



accounted for 8.91%;
private businesses
29.95%). Its growth rate
is much higher than
ones gained by other
sectors and the national
average. Its growth rate
in the years 2001-05
was 12.57%. In 2005,
the non-public sector ac-
counted for 32.2% of the
gross investment and
supplied jobs to some
37,906,000 laborers.

d. Foreign sector

In December 1987,
the Foreign Investment
Law came into effect,

Statistics of the
shares of economic sec-
tors in the GDP show
that the public sector
still plays the leading
role but it has to con-
tract its size and num-
ber of state-owned
companies in order to
improve its business
performance, thereby
developing  large-size
groups in key indus-
tries. In recent years,
the equitization has
been carried out ac-
tively and many
state-owned companies
have been sold, which

Table 3: Roles of different sectors in 2001-2005

of state-owned compa-
nies, such as one-man
company, holding and
subsidiary companies,
joint ventures, etc., be-
cause this approach re-
quires ministries to
work out system of regu-
lations or a legal infra-
structure to  control
these kinds of compa-
nies, which may lead to
waste of energy and
time, and complicated
and unsolvable prob-
lems.

The private sector
has become a strong and
essential dynamic de-

prove remarkably the
living standard for the
poor.

The collective sector
proves to be less capable
to play an important
role. Both central and
local governments had
better consider whether
new investments might
be put in this sector or
not.

The foreign sector is
worth supporting and
encouraging in the cur-
rent effort to integrate
more fully into the
world economy.

In short, full atten-

Sector Share in the Growth rate in Vietnam'’s average ~ Share in gross
2005 GDP 2001-05 growth rate in 2001-05 investment in 2005

Public 38.42% 7.46% 7.51% 53.1%

Collective 6.83% 3.88% 7.51% 32.4%
| Private | 38.86% 12.57% 7.51%
| Foreign 15.89% 9.92% 7.51% 14.5%
which shows that the helped reducing serving of praise, en- tion and possible re-
foreign investment is loss-making ones in this couragement and more sources must be
appreciated as a source  sector. In my opinion, investment. Moreover, concentrated in three
of capital, technology it’s not necessary to di- it is also a source of new  essential sectors: public,
transfer, managerial  versify kinds and forms  jobs, which help im- private and foreign

skills and job creation.
In 2005, the foreign sec-
tor accounted for
15.89% of the GDP (and
17.01% in 2006); 16.3%
of the gross investment
and jobs for some
700,000 laborers. In the
years 2001-05, this sec-
tor enjoyed high growth
rates, 9.92% a year on
average, second only to
the private sector in
Vietnam. The sector
acts as an important
bridge between Viet-
nam and the world,
helping Vietnam get ac-
cess to modern technol-
ogies and engage more
fully in the world trade.
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ones. The private own-
ership must be recog-
nized and protected by
law, besides the state
and collective owner-
ship. The State can as-
sign the leading role to
the public sector and
make it, along with the
state ownership, mate-
rial facility and instru-
ments for ensuring the
socialist orientation.
The private sector could
be considered as a basis
and dynamic of the so-
cioeconomic  develop-
ment while the foreign
one as an indispensable
part of the international
integration strategy.®
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