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Abstract 

This study explores the role of state-owned enterprises (SOEs) in Vietnam's market 

socialist economy, examining their significance in the context of economic reforms 

initiated in the late 20th century. Despite the transition towards a market-oriented 

system, SOEs remain integral to Vietnam's economic landscape, contributing to national 

revenue, employment, and key sectors such as energy, transportation, and 

telecommunications. The paper analyzes the dual objectives of SOEs: achieving 

commercial viability while fulfilling social and political goals, including job creation and 

regional development. It highlights the challenges faced by SOEs, such as inefficiency, 

corruption, and competition from the private sector, which have prompted ongoing 

reforms aimed at improving their performance and governance. By comparing Vietnam's 

experience with other transition economies, the study identifies critical lessons regarding 

the balance between state control and market mechanisms. Ultimately, this assessment 

underscores the continued relevance of SOEs in Vietnam’s economic strategy and their 

potential to contribute to sustainable growth while navigating the complexities of a 

market socialist framework. 

 

I. Introduction 

A. Definition of State-Owned Enterprises (SOEs) 

State-owned enterprises (SOEs) are business entities owned, wholly or partially, by the 

government. They play a significant role in various sectors of the economy, often 

operating in areas deemed critical for national interests, such as energy, transportation, 

and telecommunications. SOEs are characterized by their dual mandate: to operate 

profitably while also fulfilling social and political objectives set by the state. 

 

B. Historical Background of SOEs in Vietnam 

The origins of SOEs in Vietnam can be traced back to the socialist policies implemented 

after the reunification of the country in 1975. Initially, the government nationalized many 

industries, establishing SOEs as the backbone of the economy. During the centrally 

planned era, SOEs were responsible for production and distribution, but they often faced 

inefficiencies and lack of competitiveness. The introduction of the Đổi Mới reforms in 

1986 marked a significant turning point, as the Vietnamese government sought to 

integrate market mechanisms while retaining state control over key sectors. This led to a 



restructuring of SOEs, allowing for some degree of autonomy and the introduction of 

market-oriented practices. 

 

C. Importance of SOEs in the Context of Market Socialism 

In Vietnam's market socialist economy, SOEs occupy a unique position. They are essential 

for ensuring state control over strategic sectors, which is critical for national security and 

socio-economic stability. Moreover, SOEs contribute significantly to government revenue 

and employment, providing jobs for millions of Vietnamese. Despite the shift towards a 

more market-driven economy, SOEs continue to play a vital role in achieving broader 

social goals, such as equitable growth and poverty alleviation. Their presence helps 

balance the interests of private enterprises and the state, making them a crucial 

component of Vietnam's economic strategy as it navigates the complexities of market 

socialism. 

 

II. Historical Evolution of SOEs in Vietnam 

A. Pre-Doi Moi Era: Central Planning and State Control 

Before the Đổi Mới reforms in 1986, Vietnam's economy was characterized by a centrally 

planned system where the government owned and controlled all major industries. SOEs 

were established as the primary vehicles for economic production and distribution, tasked 

with fulfilling national economic goals. However, this model led to significant 

inefficiencies, lack of innovation, and poor responsiveness to market demands. The rigid 

structure of state control stifled competition and resulted in widespread shortages and 

low-quality goods, contributing to economic stagnation and high poverty rates. 

 

B. Đổi Mới Reforms: Transition and Restructuring of SOEs 

The Đổi Mới reforms marked a watershed moment for SOEs in Vietnam. Introduced in 

response to the economic crisis of the 1980s, these reforms aimed to transition the 

economy toward a market-oriented model while retaining socialist principles. Key 

changes included: 

 

Decentralization: SOEs were granted greater autonomy in decision-making, allowing 

them to operate more like private enterprises. This included the ability to set prices and 

manage production based on market conditions. 

Equitization: The government initiated the process of equitization, allowing for partial 

privatization of SOEs. This involved selling shares to private investors while maintaining 

state ownership in strategic sectors. 

Performance Improvement: The focus shifted toward improving efficiency and 

profitability, leading to the implementation of performance-based evaluation systems 

and the introduction of competition among SOEs and private entities. 

C. Current Landscape of SOEs in Vietnam 



Today, SOEs continue to play a vital role in Vietnam's economy, particularly in sectors 

deemed critical for national development, such as energy, transportation, and 

telecommunications. The current landscape includes: 

 

Diverse Ownership Structures: While many SOEs have undergone partial privatization, 

the government retains significant stakes in strategic enterprises. This dual ownership 

allows for a balance between market efficiency and state control. 

Economic Contributions: SOEs are responsible for a substantial portion of Vietnam's 

GDP and government revenue, providing significant employment opportunities. They are 

also key players in implementing government policies aimed at socio-economic 

development. 

Challenges and Reforms: Despite their importance, SOEs face challenges such as 

inefficiency, corruption, and competition from the private sector. Ongoing reforms are 

focused on enhancing governance, accountability, and operational efficiency to ensure 

that SOEs can effectively contribute to Vietnam's market socialist economy. 

In summary, the historical evolution of SOEs in Vietnam reflects a dynamic interplay 

between state control and market-oriented reforms, shaping their role in the current 

economic landscape. Understanding this evolution is crucial for assessing their impact on 

Vietnam's development goals within a market socialist framework. 

 

III. Economic Contributions of SOEs 

A. Role in Key Sectors (Energy, Transportation, Telecommunications) 

State-owned enterprises (SOEs) in Vietnam play a pivotal role in several key sectors: 

 

Energy: SOEs dominate the energy sector, with entities like Vietnam Oil and Gas Group 

(PetroVietnam) and Electricity of Vietnam (EVN) being crucial for national energy 

security. They manage exploration, production, and distribution of energy resources, 

ensuring a stable supply for economic activities and supporting the government’s goals 

for energy independence and sustainability. 

Transportation: In the transportation sector, SOEs are responsible for infrastructure 

development and operation. Companies such as Vietnam Railways and Vietnam Airlines 

provide essential services for domestic and international connectivity. Their involvement 

is critical for facilitating trade, tourism, and mobility, which are vital for economic growth. 

Telecommunications: The telecommunications sector is another area where SOEs have a 

significant presence. Viettel Group and VNPT (Vietnam Posts and Telecommunications 

Group) lead in providing communication services, contributing to the digital economy 

and enhancing connectivity across the country. Their role is essential in driving 

technological advancement and improving access to information. 

B. Contribution to GDP and Employment 

SOEs are significant contributors to Vietnam's GDP and employment landscape: 

 



GDP Contribution: SOEs account for a substantial share of the national GDP, particularly 

in strategic industries. Their activities help stabilize the economy and provide a 

foundation for growth, especially in sectors critical to national interests. 

Employment: SOEs are major employers, providing jobs for millions of Vietnamese. They 

offer stable employment opportunities, often with benefits that support workers and their 

families. This contribution is particularly important in rural areas and among vulnerable 

populations, helping to alleviate poverty and promote socio-economic stability. 

C. Impact on National Development Goals and Strategic Industries 

SOEs play a crucial role in advancing Vietnam's national development goals: 

 

Support for Strategic Industries: By maintaining control over key sectors, SOEs help the 

government implement policies that align with national interests, such as energy security, 

infrastructure development, and technological innovation. Their involvement ensures 

that strategic industries are prioritized and adequately funded. 

Social Objectives: Beyond economic contributions, SOEs support social objectives by 

engaging in community development initiatives, providing public goods, and ensuring 

equitable access to essential services. This aligns with Vietnam’s market socialist model, 

which aims to balance economic growth with social welfare. 

Innovation and Competitiveness: As Vietnam evolves into a more competitive market, 

SOEs are increasingly being reformed to enhance efficiency and innovation. By investing 

in modernization and adopting new technologies, they can contribute to the country’s 

broader economic transformation. 

In summary, state-owned enterprises are integral to Vietnam's economy, providing 

essential services, contributing to GDP and employment, and supporting national 

development goals. Their role in strategic industries highlights their importance not only 

for economic growth but also for achieving social and political objectives within the 

framework of Vietnam's market socialist economy. 

 

IV. Governance and Management of SOEs 

A. Structure and Ownership Models 

State-owned enterprises (SOEs) in Vietnam operate under various ownership models and 

governance structures: 

 

Ownership Models: The Vietnamese government retains full or partial ownership of many 

SOEs, particularly in strategic sectors. Some enterprises are wholly state-owned, while 

others have undergone equitization, allowing for private investment while maintaining 

state control. This mixed ownership model aims to balance efficiency with state oversight. 

Governance Structure: SOEs are typically governed by boards of directors appointed by 

the government, which oversees their strategic direction and management. These boards 

are responsible for ensuring that SOEs align with national policies and economic goals. 

However, the effectiveness of governance can vary widely among different enterprises. 



B. Challenges in Governance and Accountability 

Despite their importance, SOEs face several governance and accountability challenges: 

 

Lack of Transparency: Many SOEs operate with insufficient transparency, leading to 

concerns about corruption and mismanagement. This lack of oversight can undermine 

public trust and hinder the effective allocation of resources. 

Inefficiency: SOEs often struggle with bureaucratic inefficiencies and a lack of 

competitiveness. The dual mandate of achieving profitability while fulfilling social 

obligations can create conflicts that hinder operational effectiveness. 

Political Influence: Political considerations can heavily influence SOE operations, 

sometimes prioritizing political goals over economic viability. This can lead to decision-

making that is not always in the best interest of the enterprise or the economy. 

C. Recent Reforms Aimed at Improving Efficiency and Performance 

In response to these challenges, the Vietnamese government has implemented several 

reforms designed to enhance the governance and performance of SOEs: 

 

Strengthening Governance Frameworks: Recent reforms have focused on improving 

governance structures by introducing clearer accountability mechanisms and enhancing 

board independence. This includes training programs for board members and 

management to promote best practices in corporate governance. 

Performance-Based Management: The government has shifted towards performance-

based evaluations for SOEs, linking funding and support to measurable outcomes. This 

approach incentivizes efficiency and accountability, encouraging SOEs to operate more 

like private enterprises. 

Equitization and Market Mechanisms: Continued efforts to equitize SOEs aim to 

introduce market discipline and foster competition. By allowing private investment and 

participation, the government seeks to enhance operational efficiency while retaining 

control over key sectors. 

Regulatory Frameworks: The establishment of clearer regulatory frameworks aims to 

increase transparency and accountability. Enhanced reporting requirements and 

oversight mechanisms help ensure that SOEs meet performance standards and adhere to 

ethical practices. 

In summary, the governance and management of state-owned enterprises in Vietnam 

involve complex structures and ownership models. While challenges related to 

transparency, efficiency, and political influence persist, recent reforms aimed at 

improving governance, performance, and accountability are essential for optimizing the 

role of SOEs within Vietnam's market socialist economy. These efforts are critical for 

ensuring that SOEs can effectively contribute to national development goals and 

economic growth. 

 

V. SOEs and Market Competition 



A. Interaction with the Private Sector 

State-owned enterprises (SOEs) in Vietnam interact with the private sector in various 

ways, shaping the competitive landscape: 

 

Collaboration and Partnerships: SOEs often collaborate with private companies through 

joint ventures and public-private partnerships. This interaction can lead to technology 

transfer, resource sharing, and enhanced service delivery, benefiting both sectors. 

Competition: In many industries, SOEs compete directly with private enterprises, 

particularly in sectors like telecommunications, energy, and transportation. While SOEs 

hold significant market power, the presence of private firms can stimulate competition, 

driving innovation and improving service quality. 

Regulatory Environment: The government plays a crucial role in regulating the 

interaction between SOEs and the private sector. Policies aimed at fostering competition 

can help level the playing field, but disparities in treatment may still exist, affecting 

market dynamics. 

B. Competitive Advantages and Disadvantages of SOEs 

SOEs in Vietnam possess both competitive advantages and disadvantages that influence 

their performance in the market: 

 

Advantages: 

Access to Capital: SOEs often have better access to financing through government 

support, enabling them to invest in large-scale projects and infrastructure development. 

Market Security: Being state-owned provides a level of stability and security, as these 

enterprises are less likely to face bankruptcy compared to private firms. This can attract 

long-term investments. 

Strategic Importance: SOEs are often prioritized in national development plans, giving 

them a strategic role in key industries, which can enhance their competitive position. 

Disadvantages: 

Bureaucratic Inefficiencies: SOEs may suffer from bureaucratic inefficiencies and slow 

decision-making processes, making them less agile than private competitors. 

Limited Innovation: The dual mandate of profitability and social responsibility can stifle 

innovation, as SOEs may prioritize stability over risk-taking. 

Perception of Inequality: Private firms may view SOEs as receiving unfair advantages, 

which can lead to tensions and hinder fair competition in the market. 

C. Effects on Market Dynamics and Consumer Choice 

The role of SOEs significantly affects market dynamics and consumer choice in Vietnam: 

 

Market Stability: SOEs contribute to market stability by providing essential services and 

goods, especially in critical sectors. Their presence can help mitigate price volatility and 

ensure consistent supply. 



Consumer Choice: While SOEs offer important services, their dominance in certain 

sectors can limit consumer choice. In some cases, consumers may face fewer alternatives 

due to the market power held by SOEs, potentially leading to complacency and reduced 

service quality. 

Innovation and Quality: The competition between SOEs and private enterprises can drive 

improvements in innovation and service quality. However, if SOEs do not adapt to market 

demands, they risk falling behind private competitors, which can ultimately affect 

consumer satisfaction. 

In summary, state-owned enterprises play a complex role in Vietnam's market 

competition, interacting with the private sector in ways that shape the economic 

landscape. While they possess certain competitive advantages, challenges such as 

inefficiency and limited innovation must be addressed to enhance their effectiveness. 

Ultimately, the dynamics between SOEs and private firms have significant implications 

for market stability, consumer choice, and the overall health of Vietnam's economy. 

 

VI. Social and Political Roles of SOEs 

A. Contribution to Social Welfare and Public Services 

State-owned enterprises (SOEs) play a crucial role in enhancing social welfare and 

providing essential public services in Vietnam: 

 

Access to Basic Services: SOEs are integral to delivering vital services such as electricity, 

water supply, and transportation. Their involvement ensures that these services are 

provided equitably, particularly in underserved areas, thereby improving the quality of 

life for many citizens. 

Job Creation and Stability: As major employers, SOEs contribute to job creation and 

provide stable employment opportunities, which are vital for social stability. They often 

offer benefits and protections that support employees and their families, contributing to 

social welfare. 

Community Development: SOEs frequently engage in community development 

initiatives, supporting local projects and contributing to educational and healthcare 

services. This engagement fosters a sense of corporate social responsibility and enhances 

their role in societal development. 

B. SOEs as Tools for Government Policy Implementation 

SOEs serve as instruments for the Vietnamese government to implement its economic 

and social policies effectively: 

 

Alignment with National Goals: SOEs are strategically positioned to align with national 

development objectives, such as poverty alleviation, economic growth, and infrastructure 

development. Their operations are often guided by government priorities, ensuring that 

resources are directed toward key initiatives. 



Policy Experimentation: The government can leverage SOEs to pilot new policies or 

programs before broader implementation. This allows for testing and refining approaches 

to social and economic challenges within a controlled environment. 

Crisis Response: In times of economic or social crisis, SOEs can be mobilized to stabilize 

the economy or provide essential services. Their government backing enables quick 

responses to emerging challenges, such as natural disasters or economic downturns. 

C. Political Implications of SOEs in the Socialist Framework 

The existence and operation of SOEs carry significant political implications within 

Vietnam's socialist framework: 

 

State Control and Influence: SOEs represent the state’s presence in the economy, 

reinforcing government control over key sectors. This control is fundamental to 

maintaining the socialist ideals of equitable resource distribution and social welfare. 

Political Stability: By providing essential services and employment, SOEs contribute to 

social stability, which is crucial for the government’s legitimacy. Their role in supporting 

economic growth and social programs helps mitigate dissent and promotes national 

unity. 

Balancing Market Forces: The presence of SOEs helps balance the influence of private 

enterprises, ensuring that the government retains a significant role in the economy. This 

balance is essential for navigating the complexities of a market socialist system, where 

both market mechanisms and state control are necessary. 

In summary, state-owned enterprises in Vietnam fulfill vital social and political roles, 

contributing to social welfare, supporting government policy implementation, and 

reinforcing the socialist framework. Their influence is critical in shaping the economic 

landscape and ensuring that the benefits of growth are distributed equitably, aligning with 

national development goals and maintaining social stability. 

 

VII. Challenges Facing SOEs 

A. Inefficiencies and Corruption 

State-owned enterprises (SOEs) in Vietnam face significant challenges related to 

inefficiency and corruption: 

 

Bureaucratic Inefficiencies: Many SOEs operate under bureaucratic structures that 

hinder agility and responsiveness to market demands. This can lead to delays in decision-

making, poor resource allocation, and suboptimal performance compared to private 

enterprises. 

Corruption Risks: The combination of state control and limited transparency in SOE 

operations can create opportunities for corruption. Instances of mismanagement and 

corrupt practices undermine public trust and can lead to significant financial losses. 



Performance Gaps: The focus on fulfilling social obligations rather than maximizing 

profitability can result in a lack of accountability and motivation to improve efficiency. 

This can affect the overall competitiveness of SOEs in the market. 

B. Resistance to Reforms and Privatization 

Efforts to reform and privatize SOEs often encounter resistance from various 

stakeholders: 

 

Cultural Resistance: There is a cultural attachment to state ownership as a symbol of 

national pride and social equity. Many view SOEs as essential to maintaining control over 

strategic industries, leading to pushback against privatization efforts. 

Political Interests: Political actors with vested interests in maintaining the status quo may 

resist reforms that threaten their influence or control over SOEs. This can hinder the 

implementation of necessary changes aimed at improving efficiency and accountability. 

Employee Opposition: Employees of SOEs may fear job losses or reduced benefits 

resulting from privatization efforts, leading to resistance from labor unions and workers. 

This opposition can complicate reform efforts and slow down the transition process. 

C. Balancing State Control with Market Mechanisms 

Finding the right balance between state control and market mechanisms poses a 

significant challenge for SOEs: 

 

Market Competition: As Vietnam continues to embrace market-oriented reforms, SOEs 

must adapt to increased competition from private enterprises. Balancing state objectives 

with the need for competitiveness can be difficult, leading to potential conflicts in 

operational priorities. 

Regulatory Frameworks: The regulatory environment must support both the operational 

autonomy of SOEs and the government's ability to enforce public interest objectives. 

Developing effective regulations that foster competition while ensuring state oversight is 

essential but challenging. 

Sustainability and Innovation: SOEs need to adopt innovative practices and modern 

management strategies to remain competitive in a market-driven environment. Achieving 

this while adhering to state goals can create tensions that complicate decision-making 

processes. 

In summary, state-owned enterprises in Vietnam face a range of challenges, including 

inefficiencies, corruption, resistance to reforms, and the need to balance state control 

with market mechanisms. Addressing these challenges is crucial for optimizing the role 

of SOEs within Vietnam's market socialist economy, ensuring that they can effectively 

contribute to national development goals while remaining competitive and accountable. 

 

VIII. Future Outlook for SOEs in Vietnam 

A. Potential Reforms and Modernization Strategies 



The future of state-owned enterprises (SOEs) in Vietnam will likely involve several key 

reforms and modernization strategies: 

 

Enhanced Governance and Accountability: Future reforms should focus on improving 

governance structures within SOEs, ensuring greater transparency and accountability. 

Implementing international best practices in corporate governance can help mitigate 

corruption and inefficiencies. 

Investment in Technology and Innovation: SOEs must embrace digital transformation 

and innovation to remain competitive. Investments in technology, research and 

development, and modern management practices can enhance productivity and service 

delivery. 

Equitization and Strategic Partnerships: Continued equitization of SOEs, allowing for 

private investment while retaining state control in strategic sectors, can foster 

competition and improve operational efficiency. Forming strategic partnerships with 

private firms may also facilitate knowledge transfer and capacity building. 

B. The Role of SOEs in a Rapidly Changing Economy 

As Vietnam’s economy continues to evolve, the role of SOEs will be critical in several ways: 

 

Stabilizing Key Sectors: SOEs will remain vital for stabilizing essential services and 

industries, particularly in times of economic uncertainty or crisis. Their government 

backing provides a safety net that can help maintain social stability. 

Driving Economic Growth: SOEs can serve as engines of growth by focusing on strategic 

industries that align with national development goals. Their involvement in 

infrastructure, energy, and technology sectors will be essential for sustaining economic 

progress. 

Adapting to Global Trends: SOEs need to adapt to global economic trends, such as 

sustainability and digitalization. Emphasizing green technologies and sustainable 

practices will be crucial for aligning with international standards and consumer 

expectations. 

C. Implications for Vietnam's Market Socialism Model 

The evolution of SOEs will have significant implications for Vietnam's market socialism 

model: 

 

Balancing Market and State Interests: The challenge will be to balance the efficiency of 

market mechanisms with the need for state control in strategic sectors. Effective reforms 

can ensure that SOEs contribute positively to both economic growth and social objectives. 

Redefining the Role of the State: As SOEs modernize and adapt, the role of the state in 

managing the economy may need to be redefined. This includes determining the extent 

of state intervention in a market-oriented environment while maintaining social equity. 

Ensuring Sustainable Development: The future of SOEs will be pivotal in promoting 

sustainable development goals, aligning economic growth with social welfare and 



environmental stewardship. The ability of SOEs to innovate and adapt will be crucial for 

achieving these objectives within Vietnam’s market socialist framework. 

In summary, the future outlook for state-owned enterprises in Vietnam involves potential 

reforms and modernization strategies that enhance their efficiency and competitiveness. 

As they navigate a rapidly changing economy, SOEs will continue to play a vital role in 

stabilizing key sectors and driving growth, with significant implications for the broader 

market socialism model in Vietnam. Ensuring that SOEs adapt effectively will be essential 

for aligning economic progress with social and environmental goals. 

 

 

IX. Conclusion 

A. Summary of Key Findings 

This analysis highlights the significant role of state-owned enterprises (SOEs) in 

Vietnam's market socialist economy. Key findings include their essential contributions to 

key sectors such as energy, transportation, and telecommunications, as well as their 

impact on GDP and employment. While SOEs fulfill critical social and political functions, 

challenges such as inefficiency, corruption, and resistance to reforms remain prevalent. 

Additionally, the interaction between SOEs and the private sector shapes market 

dynamics and consumer choice, underscoring the complexity of their role in the economy. 

 

B. The Importance of SOEs in Sustaining Vietnam's Economic Development 

SOEs are vital to sustaining Vietnam's economic development by stabilizing key sectors, 

providing essential public services, and aligning with national development goals. Their 

contributions to job creation and social welfare enhance overall economic stability and 

public trust in the government. As Vietnam continues to navigate a rapidly changing 

economic landscape, SOEs will remain crucial in driving growth, ensuring equitable 

access to resources, and supporting strategic industries. 

 

C. Recommendations for Future Policy Directions Regarding SOEs 

To optimize the role of SOEs in Vietnam's market socialist economy, the following policy 

recommendations are essential: 

 

Enhance Governance and Accountability: Implement robust governance frameworks to 

improve transparency and accountability within SOEs, including performance-based 

evaluations and independent oversight mechanisms. 

Promote Innovation and Modernization: Encourage SOEs to invest in technology and 

innovation, fostering a culture of adaptability and responsiveness to market demands. 

Facilitate Equitization and Partnerships: Continue the process of equitization while 

fostering strategic partnerships with private enterprises to enhance operational efficiency 

and competitiveness. 



Support Sustainable Practices: Integrate sustainability objectives into the operational 

mandates of SOEs, ensuring alignment with national and global environmental goals. 

Engage Stakeholders in Reforms: Involve employees, communities, and private sector 

stakeholders in the reform process to build consensus and mitigate resistance, ensuring 

that the benefits of SOE operations are widely shared. 

In conclusion, while SOEs face challenges, they remain a cornerstone of Vietnam's 

economic strategy. By implementing targeted reforms and modernizing their operations, 

SOEs can continue to contribute significantly to the country’s development goals, 

ensuring that Vietnam's market socialist model remains robust and effective in the years 

to come. 
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