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COUNTRY SNAPSHOT 

 

 
The Socialist Republic of Vietnam 

Basic data 

Population: 92,547,959 (Oct 2014) (Country comparison to the world: 14) 

HDI rank: 121/187 countries (UNDP, 2013)  

Land area: 331,210 sq km 

Capital: Hanoi (population: 6,936,900 - 2013) 

Main cities: Ho Chi Minh City (population: 7,818,200 - 2013) 

Da Nang (population: 992,800 - 2013)  

Hai Phong (population: 1,925,200 - 2013) 

Can Tho (population: 1.925,200 - 2013) 

GDP (Nominal at Current $): USD 171.4 billion (2013)  

GDP (PPP at 2011$): USD 438.08 billion (2013) 

GDP/capita (PPP at 2011$): USD 4,912.32 (2013) 

Currency: Vietnam Dong, exchange rate Dec 2014: VND21,246 = USD1 

 

Political structure 

Form of State: One-party rule 

The Communist Party of Vietnam, and in particular its politburo, controls 

both the electoral process and the executive. 

National legislature: The unicameral National Assembly meets biannually and typically serves a 

five-year term. The current chairman of the 500-member 13th Assembly is 

Nguyen Sinh Hung. The next election is in 2016. 

The Assembly appoints the president and the 21-member cabinet. 

Head of state:   The President, Truong Tan Sang. The next appointment is in 2016. 

Head of cabinet: The Prime Minister, Nguyen Tan Dung. The next appointment is in 2016. 
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ECONOMIC OVERVIEW 

 

Vietnam’s economy has faced instability since 2008 and has been gradually recovering since late 2012. 

Continuing the recovery trend, Vietnam’s economic performance has been improving over the year of 2014. 

The economic growth is stronger thanks to solid growth in trade. Although domestic activity remains weak, 

partly due to non-performing loans (NPLs), weak banks, inefficient state-owned enterprises (SOEs) and the 

slow progress in their reforming, a clear recovery can still be seen. Inflation has declined, the current 

account has remained in substantial surplus, foreign reserves have been rebuilt and significant gains in 

poverty reduction in recent decades have been preserved. The authorities have prioritized maintaining 

macroeconomic stability, dealing with banking sector vulnerabilities and restructuring SOEs, though 

implementation has been gradual in some key areas. 

 

Growth is projected to continue recovering gradually over the coming years. The economy will have to face 

considerable challenges ahead including weaker growth of Vietnam’s trading partners such as China, 

geopolitical tensions, slow SOEs reforms, and delayed fiscal consolidation. Early conclusion to strategic 

trade negotiations would be growth-positive. While Vietnam’s reform agenda will continue to be followed 

to take full advantage of the country’s growth prospects within the growing Asian region, Vietnam is alert to 

their risks and realizes that sustainability would take much time to achieve. The Government is committed 

and determined towards carrying out necessary reform measures and policies to improve the investment 

climate and sustain economic growth, while providing buffers against domestic and foreign shocks. 

 

1. GDP growth 

Nine months’ GDP achieved an estimated growth of 5.62% against the same period in 2013. The GDP 

growth in 2014 is estimated to reach 5.8% - equaling to the target set by the Government - thanks to the 

improved global demand and successful trade negotiations helping export-oriented firms achieve substantial 

growth. Of the general growth rate, agriculture, forestry and fishery have rose 3.00%; industry and 

construction 6.42%; service 5.99%. Sub-sectors witnessing fastest growth include information and 

communication, wholesale and retail, manufacturing and fishery; while banking, finance, hotels and 

construction are subdued. For 2015, the GDP growth target set by the Government is 6.2%. 

 

2. Fiscal policy 
For 2014, the fiscal deficit is projected to be narrowed to 

3.0% of GDP from 4.1% last year. Government revenues 

from the beginning of the year to 15th Nov 2014 reached 38 

billion USD, equaling to 97.1% of the annual estimate. Tax 

revenues fell short of the plan mainly due to sluggish 

economic growth, continued tariff reductions, CIT rate cut 

from 25% to 22% and new exemptions, while nontax 

revenues significantly outperformed partly due to increased 

dividend receipts from SOEs. Meanwhile, government 

expenditures from the beginning of the year to 15th Nov 

2014 reached 44.7 billion USD, equaling to 88.8% of the 

yearly estimate. Current spending was close to budget with 

a freeze on the size of the civil services and wages while capital expenditure was higher than planned.  

 

For 2015, the fiscal deficit target set by the Government is 5% of GDP, which indicates the anticipation that 

the Government expenditures will increase in the next year. 
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3. Monetary Policy 

Monetary conditions remain accommodative. With downward inflation and growth below potential, the 

State Bank of Vietnam (SBV) reduced policy rates for lending twice: the first time on 17th March and the 

second time on 29th October, making the current short-term interest rate for lending is 7%. Moreover, VND 

was devalued by 1.0% against the USD by adjusting the official exchange rate in mid-June. These policies 

have played an important role in boosting exports. 

 

However, the banking sector remains wary of rising NPLs. Banks’ increasing liabilities pose risks to the 

sector. The Vietnamese Asset Management Company, a publicly held debt-management agency, helped 

reduce the NPL-to-total-lending ratio to 3.6%. However, the pace of debt-purchasing is slow, and the lack 

of transparency continues to obscure correct estimates of the bad-debt ratio. In other words, it will not be 

easy for the SBV to continue an expansionary monetary policy for long. 

 

4. Credit rating 

In July 2014, Moody's Investors Service upgraded the issuer and senior unsecured bond ratings of the 

Government of Vietnam by one notch to B1 from B2. The outlook is stable. The key drivers of this rating 

action included an emerging track record of macroeconomic stability, a strengthening in the balance of 

payments and external payments position, and an easing in the contingent risks from the banking sector. 

 

Concurrently, Moody's raised Vietnam's long-term foreign currency bond ceiling to Ba2 from B1, as well as 

its long-term foreign currency deposit ceiling to B2 from B3. 

 

5. Inflation 

According to Euromonitor International, inflation of 

Vietnam ebbed to 3.2% by October 2014 over the 

same period of previous year, the lowest since 2003. 

That was a result of soft domestic demand, abundant 

food supplies, and relatively steady global fuel prices. 

Inflation forecasts are lowered for 2014. 

 

However, ADB forecasts that inflation will pick up 

moderately in 2015 due to increases in government 

administered prices such as electricity and healthcare. 
Inflation rate (Euromonitor International) 

 

6.  Exchange rate 
Exchange rate policy is flexibly managed in line with 

other monetary instruments to stabilize the market. 

Given low inflation for the first five months of 2014 

and stable exchange rates for a long time, the SBV 

proactively depreciated the VND by 1% on 19th June to 

support the export activities. Then the market quickly 

restored its stability and the VND has been appreciated 

recently that facilitates the SBV to continue to buy 

USD from the market to increase its international 

reserves. 
Exchange rate VND/USD (Euromonitor International) 



 

 Economic and Trade Mission  הנציגות הכלכלית והמסחרית

 Embassy of Israel in Hanoi שגרירות ישראל, האנוי    

 

 

 

 

  

5 

 

7. Foreign Direct Investment (FDI) 

According to the Ministry of Planning and Investment (MPI), in the first 11 months of 2014, Vietnam 

attracted 17.33 billion USD (both newly-registered and additional capital), equal to 83.3% of the figure last 

year. However, FDI disbursement increased, reaching 11.2 billion USD, an increase of 6.2% compared to 

the same period last year. Thus, although newly registered and additional capital reduced, FDI disbursement 

remained increasing, which means foreign investors have seen positive investment prospects in Vietnam. 

 

The manufacturing and processing industry have attracted the greatest interest of foreign investors, 

accounting for 75.9% of total investment in 2014. This was one of positive signs in accordance with the 

policy of attracting investment in industrial sector. Thai Nguyen province ranked top in attracting 

investment (18.9%), followed by Ho Chi Minh City (17.4%),  Bac Ninh and Binh Duong (both 8.2%).The 

Republic of Korea ranked first among 53 countries and territories investing in Vietnam (39.4%), followed 

by Singapore (15.9%), Japan (9.9%) and Hong Kong (9.8%). The FDI figures for the first half of 2014 

show that Israeli investment ranked in top 20 with 13.2 million USD. 

 

8. Trade Balance 

 Export Import 

- Turnover 123.1 billion USD (accrued by Nov) 

rose 13.4% against 2013’s same period  

135 billion USD (accrued by Nov) 

rose 12.6% against 2013’s same period 

- Structure heavy industrial and mineral goods (incl. 

telephones and components) 

materials for production (incl. machin-

ery, equipment and tools) 

- Main markets US, EU markets, ASEAN markets, China China, ASEAN markets, Korea, Japan 

 

It is estimated for trade surplus in 2014 to be about 2.5 billion USD, equaling 2.3% of export turnovers, 

leading to the increase in external accounts and the rebuilding of international reserves to the equivalent of 

about 3 months of imports. For 2015, substantial trade surpluses are still projected. 

 

    
Export values in 2014      Import value in 2014 

 

Vietnam’s bilateral and multilateral trade and investment policies and agreements signed with other 

countries have played an important part in promoting its trading activities in recent years. More details on 

Vietnam’s trade policies and agreements can be found in our Vietnam Economic Review 2013. 

https://drive.google.com/file/d/0BzNOJLFs6J9DbEduRmZrb0NpTWs/view?usp=sharing
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9. Banking sector reform & SOE reform 

Domestic vulnerabilities also exist, including banking sector weakness and inefficient SOEs, both of which 

are restraining activity. Government is putting much effort in reforming these two vulnerable areas. 

 Banking sector reform: Several policy measures have been implemented recently, but the overall 

gradual approach will likely continue constraining credit growth and keep the system susceptible to 

shocks and significant asset deterioration.  

 SOE reform: Implementing restructuring plans will not only ensure more efficient resource allocation, 

strengthen banks, deliver higher future growth but also offer foreign companies better market access in 

specific sectors traditionally blocked by SOEs. However, to ensure success in SOE reform, Vietnam 

has to cope with major obstacles including conflict in political interests and the complication in SOE 

ownership structures. The long-term trend is positive and progress is being made, but the pace remains 

slow. Vietnam Airlines’ IPO in November was seen as a negative example for the future of SOE 

equalization. Only 3/5 of the company’s shares were offered and the IPO failed to attract even single 

foreign investor despite the fact the company is a highly profitable market leader (read more). 

 

 

WHAT DO EXPERTS SAY? 

 

Please click on the bellow picture to watch videos about what experts say about Vietnamese economy in 

2014 and 2015. 

    
 

 

 

FOCUSED TOPICS 

 

1. Startup community in Vietnam 

a. Overview 

Though Vietnam still remains a humble entity for startup people, the country’s startup ecosystem has been 

growing especially fast in the last two years, which has spurned incubators, accelerators, events, and 

support organizations, with a total of more than 400 startups (until 2013). 

 

Vietnam benefits from a first wave of startups almost ten years ago. This phase, which contains large tech 

companies like VNG, VCCorp, and Vat Gia, is inextricably connected to IDG Ventures Vietnam, which 

funded startups between 2004 and 2006 with an early fund of 100 million USD. Some of the startups from 

this generation have failed, while some have become huge like the mentioned-above trio. In the late 2000s, 

a new generation of startups rose along with the entrance of CyberAgent Ventures in 2008, which was also 

http://israel-trade.net/asiapacific/2014/11/27/%D7%A1%D7%99%D7%A4%D7%95%D7%A8-%D7%A2%D7%9C-%D7%A9%D7%95%D7%95%D7%A8%D7%99%D7%9D-%D7%95%D7%93%D7%95%D7%91%D7%99%D7%9D-%D7%95%D7%99%D7%99%D7%98%D7%A0%D7%90%D7%9E%D7%99%D7%9D/
https://www.youtube.com/watch?v=s0PdhAe_oDM
https://www.youtube.com/watch?v=ucntQ3UjeVo
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willing to invest in smaller and larger startups. During this second wave, startups like Nhac Cua Tui, Tiki.vn 

and others started to rise. 

 

The average amount of startups funding in Vietnam is 5,000 – 50,000 USD for angle round, 100,000 – 

500,000 USD for Series A round and 1,000,000 – 10,000,000 USD for Series B round. With 8 local Venture 

Capitalists together with quite a few foreign investors, in 2012 and 2013, there are more than 50 deals of 

investment and 4 deals of acquisition. The community develops in 2 main cities: Hanoi and HCMC. 

 

b. Highlights and trends 

 Although deals are smaller over recent years, startup investing is not slowing down: This is proved 

by the trend in the number of deals growing steadily: 10 in 2011, 24 in 2012 and 25 in 2013. 

 A large percentage of startups achieving growth have either foreign co-founders or local co-founder 

studying abroad. It leads to a rising trend that Vietnamese co-founders raise fund and set up office 

overseas, then create development hub in Vietnam. Startups also start to target the global or regional 

markets rather than domestic market: Previously, almost all startups worked with domestic market, 

while in the period of 2012-2013, there are 4 deals targeting global/regional market. 

 Main sectors include IT, telecommunication, Agriculture and life science. In IT and 

telecommunication sector, E-commerce, Mobile apps and Education Technology are the most 

popular: Among the total of 49 deals in 2012 and 2013, there are 12 deals in E-commerce, 8 deals in 

Mobile apps and 6 deals in Education Technology.  

 Strategic investors not only acquire but also invest in early stages: Until 2013, there has been 6 

investments by strategic investors during the very early stages of the startups 

 Japanese investors are the leading investors: 

 Japan Europe US Vietnam 

2004-2011 12 Few >50 Few 

2012 4 6 3 10 

2013 10 1 4 5 
Number of deals over the years for each nationality of investor (TOPICA Education group) 

 Regarding human resources for startups, though Vietnam has excellent talents in general people still 

have poor revenue model, lack of innovative ways to earn profit, and the mainstream of students 

still prefer corporate jobs. Besides, it is interesting that the characteristics of talents are different 

depending on local culture: Hanoi startups are more technical and logic, while HCMC startups are 

more business-oriented and creative. 

 

c. Key players  

Government 

Vietnam’s government has launched a number of policies, activities and projects to support domestic startup 

community in the past 10 years: 

 Improving legal systems: Enterprise Law in 1990, revised in 1999 which firmly fostered 

entrepreneurial spirit in the country.  

 Actively organizing Entrepreneurship competitions, projects and centers in partnership with other 

parties such as Microsoft Vietnam, ADB, ASEAN Foundation, etc. 

 Fostering Innovation through Research, Science and Technology (FIRST) –  please see bellow 

 Silicon valley project –  please see bellow 

 

However, governmental support still remains seemingly modest with regard to the large potential and rising 

growth pace of Vietnamese startup community. 

http://first-most.vn/en/first.aspx
http://www.siliconvalley.com.vn/


 

 Economic and Trade Mission  הנציגות הכלכלית והמסחרית

 Embassy of Israel in Hanoi שגרירות ישראל, האנוי    

 

 

 

 

  

8 

 

Investors  

 DFJ VinaCapital – First entered Vietnam in 2007 with an investment in Vietnam Online Network, 

DFJ VinaCapital generally invests in later stage startups. For example, it invested 2 million USD 

into TS24, a company that builds software for the Vietnamese tax system. 

 Sumitomo – Sumitomo has recently invested a rumored $2 million in Tiki.vn and is still actively 

looking at investing in Vietnamese startups, especially in the e-commerce category. 

 CyberAgent Ventures – CyberAgent Ventures remains one of the most active investors in Vietnam, 

still looking into e-commerce startups. It just finished another round of investment with DKT, an e-

commerce solutions company. 

 Becamex Technology and Innovation Center (BTIC) – BTIC and its co-working space far north of 

HCMC has already invested in 2 main companies: IG9, Vietnam’s Kickstarter and Kleii, but both 

are currently on hold as the founders seek new contracts and/or business models that can scale. 

 Prosperous Vietnam Investment (PVNI) – PVNI seeks seed stage investments for young startups in 

categories including education, food and beverage, and cloud computing. 

 Friends and Families of the startup founders: When there are no alternatives available, besides self-

funding, investments from friends and families is the second most-used way in financing a new 

business. This type of investors could provide the earliest seed money for startups and agree to 

receive return or payment later on and even without interest payment.  

 

In addition to these, there are still other, more quiet investment sources such as Lotus Impact, Mekong 

Capital, Kusto Tiger, and others from Japan, Russia and South Korean. This paints a promising landscape 

for the world of investment for young Vietnamese startups. As of now, we have not recorded any investment 

from Israel in Vietnamese startups.   

 

Incubators and Accelerators 

They are organizations that will pave the way for new startups to grow. 

 FIRST (Hanoi and HCMC) – A partnership between the Ministry of Science and Technology and 

the World Bank, this project, with a whopping 110 million USD budget, aim to support 4 main areas 

including biotechnology, materials science, robotics, and IT. 

 Silicon Valley Project (Hanoi and HCMC) – The project is under Ministry of Science and 

Technology, lasting 4 months for participating startups, and will bring in mentors from across the 

ecosystem and abroad. 

 Hub.IT (Hanoi) – Being one of Hanoi’s first co-working spaces, Hub.IT is launching a 6-month 

incubation program, which does not post any seed funding, but promises to facilitate key skills for 

startups like public speaking, market penetration, and business modeling. 

 Founder’s Institute (Hanoi) – Founder’s Institute has incubated over three batches of startups, with 

some still around like Yton.vn and the very promising Appota. The program pulls in mentors from 

across the Vietnam ecosystem and takes place over 15 weeks. 

 Saigon Hi-Tech Park (HCMC) – SHTP Incubation Center has housed up to 4 startups working on 

advanced mobile robotics, warehouse robotics technology, and automated smart home technology. 

The incubator isn’t currently looking for more startups but is focusing on bringing its current 

startups to market, the advanced technologies of whom have potential consumer applications. 

 

The incubators and accelerators in Vietnam span across a considerable spectrum. There are also several 

incubators either inactive or have chosen to remain secretive. 

 

http://www.dfj-vinacapital.com/index.php/gb
http://www.sumitomocorp.co.jp/english/
http://www.cyberagentventures.com/en/
http://www.becamextic.com/en/
http://pvni.vn/en.html
http://first-most.vn/en/first.aspx
http://www.siliconvalley.com.vn/
https://www.facebook.com/hubITasia?ref=br_tf
http://www.eng.shtp.hochiminhcity.gov.vn/Pages/default.aspx
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Supporting and advising organizations  

There is also a new gray area in Vietnam for companies and organizations that are not exactly incubators 

nor accelerators, but still practice consulting for startups not only about dealing with the lack of funding 

resources, but also a separate set of skills that the startup ecosystem may need. Some are listed as bellows: 

 DEMO ASEAN – Being under the authority of IDG Event, DEMO ASEAN set up a series of 

workshops for startups who were unprepared for pitching and working with investors. 

 Starthub.vn – Starthub.vn is a central place for startup founders to come and chat about the latest 

news in the ecosystem. Currently, the site hosts over 500 startups from across Vietnam. 

 Seedfund.vn – This consultancy firm, acting as a bridge between investors and startups, trains and 

consults startups in connecting with investors and how to present and understand their product from 

the point of view of an investor. 

 Launch – Since more than 5 years ago, this private group has started with just a few core members 

interested in technology and startups and has slowly exploded to over 13,000 members. It’s the 

center of all conversations in Vietnamese tech community online.  

 Universities – Though most universities have an entrepreneurship club and some are successful in 

encouraging students’ entrepreneurial spirit, they are still having under-potential contribution to the 

development of startup community. They do not seem to recognize the importance of startups to the 

economy, so entrepreneurship is still regarded as a hard way to create revenue. One more issue in 

universities is the lack of experienced mentor and entrepreneurship lecturers. 

 

d. How can Israelis get involved? How can the Economic and Trade Mission help you? 

Israeli stakeholders are welcomed to join related networking events/competitions/study tours/meetings in 

various ways to connect and be connected to Vietnamese stakeholders to discuss possibilities of cooperation 

such as: Israeli investors to seek for potential startups in various stages to invest in, Israeli incubators to 

give hands in nurturing Vietnamese startups, Israeli startups to be mixed and matched with well-suited 

Vietnamese startups in order to increase chances to access the market, or Israeli technology companies to 

seek for relevant startups as customers. With our expanding network among the startup community in 

Vietnam, we have gained insights into the community, reaching out to new ideas, interesting talents, 

incubators and investors.  

 

2. Business culture in Vietnam 

To do business in Vietnam, a foreign company needs to deal with several stakeholders including authorities, 

local partners, end-users and struggle against quite a few differences in business culture not only between 

Israeli and Vietnamese, but also between Vietnamese various entities.  

 

a. Differences in business cultures of SOEs and non-SOEs 

State Owned Enterprises (SOEs) in Vietnam include SOEs of 100% state capital and SOEs in which the 

state holds controlling stake. They are governmental organizations aiming at both political and 

developmental goals. According to the Committee for Enterprise Reform and Development and the MPI, 

SOEs hold 70% of total real property, devour 60% of the credit in the commercial banking system, 50% of 

state investment capital and 70% of ODA capital. However, these same enterprises are responsible for only 

25% of total sales revenues, 37% of pre-tax profits and 20% of national industrial output value. The rate of 

credit used by SOEs to generate revenue is relatively high: It takes 2.2 VND in capital to create 1 VND in 

revenue, compared to 1.2 VND in capital spent by domestic private businesses and 1.3 VND in capital 

spent by foreign invested enterprises (FIEs). However, not all SOEs are having problems in their business 

performance. Notably, up to 80% of the total pre-tax profits come from the four strong conglomerates, 

namely, PetroVietnam (PVN), Viettel, Vietnam Posts and Telecommunications Group (VNPT) and Vietnam 

http://www.demo.org.vn/
http://starthub.vn/
http://seedfund.vn/en/
https://www.facebook.com/groups/launchpad/


 

 Economic and Trade Mission  הנציגות הכלכלית והמסחרית

 Embassy of Israel in Hanoi שגרירות ישראל, האנוי    

 

 

 

 

  

10 

Rubber Group (VRG). It also means that the profit-to-equity ratios of the remaining SOEs must be far lower 

than the average level. 

 

Non-SOEs are firms that are not explicitly classified as SOEs, including cooperative, private, liability 

limited, joint venture and foreign invested enterprises (FIEs). As a result of the restructuring process, the 

number of SOEs has decreased while the number of non-SOEs has increased considerably, in both the 

number of entities and their ratio to the total industrial production. Non-SOEs are gradually proofing its 

important role in improving living standards as well as creating employment opportunities and deeper 

integration into global value chains. They have also increased participation in the policy making process, 

leading to a strengthened role for business associations in policy dialogues and joint initiatives with the 

Government and other stakeholders to introduce technologies, regulations and quality standards. 

 

Personnel 

In general, management in Vietnam is male-dominated. There are variations in age and seniority of 

managers based on the particular sector. An average manager in SOEs is 48 years in age and 10 years in 

experience, which reflects the heavy reliance on seniority and loyalty within SOEs. Seniority and loyalty 

are highly regarded and usually used as the standard for reward, in place of value creation capability. The 

performance-based reward will be bureaucratically applied when it is time to report to the supervisors, but 

these reports may not reflect the actual performance. In addition, most SOEs use the standard wage tables 

rather than the performance-based tables. Government officials regularly intervene in the investment and 

personnel decisions of SOEs.  

 

In non-SOEs, the average age of managers is lower (38 in private sector and 42 in joint venture sector) and 

those managers have less experience (7 years in private sector and 6 years in joint venture sector). The 

educational background of the managers at non-SOEs is also more technical-oriented. In other words, 

managers of technical firms graduate primarily in the technical area i.e. engineering, and a smaller 

percentage in private sector have formal education in business administration and/or economics. 

 

Management style 

In SOEs, the bureaucratic style is the most popular. Most SOEs are medium and large sized, characterized 

by a complex and mostly undefined organization where central planning and the ministry patronage/subsidy 

system have been the rule. The patriarchal influence of Vietnamese traditional culture on business practices 

is also important for the SOEs given that the familial style of management is the second most used. 

Managers of SOEs prefer clear reporting relationships, formal communication and strict control, which 

might prove to be unsuitable in the current competitive environment. The bureaucratic style is also often 

found among joint ventures in which the Vietnamese partner is a converted SOE, since these enterprises 

often retain a good deal from the prior organizational characteristics and managerial styles and practices. A 

distinguishing feature among joint ventures is the influence of expatriate managers trained in modern 

management principles and their interest in transferring knowledge to local managers and employees.  

 

Private sector, which consists largely of small-sized enterprises, not surprisingly, developed from family-

owned workshops or stores, relied on the familial management style. Managers and employees in private 

firms tend to have close personal relationships based either on familial ties or friendships outside of the 

workplace. While the familial style emphasizes parental concern for employees, managers show their 

attention by imposing strict control and coordination procedures, including posting relatives of the owner in 

key positions. This approach is consistent with Vietnamese culture and can be effectively orchestrated as 

long as the size of the firm remains small. 
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Joint ventures demonstrated a different management profile by their preference for participative style. 

Managers are generally younger and keen to learn from foreign business partners on how to manage 

business in a market economy. They are more willing to encourage horizontal coordination to build an open 

communication system and allow subordinates to participate in decision-making processes. 

 

Despite the different preferred management styles, in general, “traditional” and “socialist” values continue 

to play a big part, while two other management style - “intuitive” and “entrepreneurial” - are not as popular. 

The intuitive style is the least preferred in all sectors due to the tendency of Vietnamese managers to rely on 

rationality, rather than intuition, in managing. The poor showing of the entrepreneurial style, particularly 

among SOEs and joint ventures is seen as reflecting the lack of a more dynamic and innovative generation 

of managers in the transition economy of Vietnam. 

 

Approaching decision makers 

According to Alan S. Gutterman in his research on Vietnamese management systems (2011), in general, 

employee participation in the decision making process is very low and only a small percentage of the 

managers, primarily those in the joint venture sector, are in favor of more democracy with respect to how 

decisions are made in their organizations. However, the difference lies in how to approach the management 

and what facilitation we can do to influence the decision makers.   

 

In SOEs, due to the cumbersome organizational structure, it takes outsiders several steps to reach the 

decision makers. There may be some steps/policies that are seemingly useless, but outsiders need to be 

patient and follow the rules. The proposal from foreign partners usually has to enter the structure via SOE’s 

so-called international cooperation department, from which it is passed to a relevant technical department 

for analysis and then reported to the management for final decision. Sometimes, delays and 

misunderstandings arise due to inefficient interdepartmental relationships and communication within the 

organization. Foreign businesspeople need to be aware of this risk and keep close contacts for necessary and 

timely follow-up actions.  

 

Another common practice in Vietnamese SOEs is that the top manager may have quite a few deputies, each 

of which is in charge of one aspect in the business scope and their opinions are usually highly respected by 

the top manager. Thus, although the deputies are not the decision maker, they yet may be the key person to 

decide on a deal or cooperation possibility. However, sometimes the decision making process is not such 

transparent, making it hard to gain insights into the company’s internal working procedures or interests. The 

Economic and Trade Mission has built connections and gained understanding of the structure of the largest 

SOEs, thus can support in identifying the key persons and make connection for easier follow-up, avoid 

wasting time and resources in dealing with partners who lack authority for decision making. 

 

In non-SOEs, the structure is usually less complicated. That enables foreign partners to have a chance to 

convince the decision makers directly. However, due to the higher competitiveness in non-SOE sector, 

foreign partners are to face the risk of unfair judgment due to serious conflict of interest between different 

departments/people within the organization.  

 

b. Working with authorities 

Authorities play very important role in managing the country economy with much influence on the possible 

outcome of cooperation between domestic and foreign partners. Especially in heavily-regulated sectors like 

Agriculture or Life Science, learning how to work with authorities is a key to business success.  
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 Firstly, it requires constant updates on the legal framework involved in your business scope. The 

fast changing/supplementing/deregulating of the laws and regulations make it even more critical. 

 Secondly, it is important to have a good relationship with both central and municipal authorities (i.e. 

Provincial People’s Committee) as there is a relatively clear distinction in responsibilities between 

levels of authorities. In most cases, central authorities regulate the businesses’ general licensing or 

overall operation, while municipal authorities control daily activities. In certain projects, central 

authorities supervise the implementation while the municipal authorities are the approvers and 

financers. 

 

To keep good relationships, it is beneficial to note that unlike Western business relationship which remains 

professional even after a long time, Vietnamese business relationship will inevitably become a social 

relationship after a while. The more you share your personal life, including family, hobbies, political views, 

aspirations, the closer you are in your business relationship. Sometimes, a lot of time is spent discussing 

matters outside of business, yet in many cases, the other party is also making up his mind based on how 

much he sees your personal relationship with him. 

 

c. Conduct at a business meeting  

Vietnamese are still a conservative and relation-based society, so connection over time and face-to-face 

meetings are critical in building trust. Thus, for any business to be achieved, you should have patience and 

make a long-term commitment to the country and visit it. A written introduction or a meeting arranged by a 

go-between will produce the best results because connection and introductions are important. 

 

Before the meetings 

 Meeting requests should be delivered 10 - 20 days in advance (the higher end is for authorities and 

the lower end is for companies, who are usually more flexible in arranging schedule). However, it is 

not common for the partners to confirm meeting a long time in advance, usually only 5 - 10 days 

prior to the appointment. This may make it difficult for foreign businessmen to plan a trip but 

foreign businessmen need to deal with it. Meetings should be reconfirmed one or two days ahead to 

remind the partners.  

 Vietnamese have their lunch at 11:30. Therefore, meetings will usually not be scheduled between 

11:30 and 13:00. Occasionally, when meeting ends around lunch time the foreign guest may be 

invited to have lunch together and is expected to accept. This usually doesn’t happen on the first 

meeting. 

 The tentative content of the meeting, list of participants and their ranks should be sent to the partner 

before the meeting. Vice versa, they will also send you the similar information. In meetings with 

“sensitive” organization, for example Viettel Group – an economic unit under Ministry of Defense, 

your passport number and laptop serial are enquired in advance for security reason.  

 Proposed length of the meeting is on case by case basis but normally 1-2 hours. However, in special 

cases like the meeting is conducted at a booth in an exhibition, it should last only 15-30 minutes.  

 

During the meetings 

 Dress code is formal attire (i.e. shirts and trousers). Normally, ties are not a must. 

 Meetings can start with handshaking and exchanging business cards. Business cards should be 

handed to all participants because it is sometimes difficult to discern who the important players are 

and who will play what role. Learning to pronounce the names on the cards can be a good small talk 

to start because business is usually addressed only when people feel comfortable with each other.  
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 Vietnamese prefer to hear a proposal as a broad overview, and then you respond to specific issues or 

questions point by point. They are very polite people and will often smile and agree with you when 

in fact they may not have fully understood what you have said, thus you should double check or 

triple check if a response is delivered verbally. Vietnamese also sometimes hesitate to admit that 

they have problems and need solutions. On this circumstance, you should be flexible to politely 

twist the questions differently to understand the real facts. Moreover, you can cross and compare the 

information at the meetings and the information obtained from other sources to have the best picture 

of the situation. Because it is a just matter of local culture, foreign businessmen should not hint or 

blame the Vietnamese for hiding information or giving wrong information in these cases to avoid 

unnecessarily uncomfortable situations. 

The Economic and Trade Mission staff can accompany you to the meetings and assist in 

understanding such cultural signs.  

 You can also have café meetings if the situation is not formal. Business is not usually discussed at 

dinners, although it may be at luncheons.  

 Language barrier: Nowadays, most Vietnamese businessmen can speak English. In other cases, 

hiring an interpreter or seeking the support of the Economic and Trade Mission is recommended.  

 The practice of hosting a meeting in Vietnam is that the guests will always be served with drink and 

snack/fruits by the host.  Thus Vietnamese, especially high-ranking delegation, usually expect to be 

treated the same when they attend meetings overseas. Some of them may be shocked when they 

attend a meeting in Israel without being served.  

 

After the meetings 

It is recommended to send a well-written meeting minute. You should expect a response within 7-14 days. 

The Economic and Trade Mission regularly assists in following up on the meetings.  

 

d. Corruption in Vietnam 

In spite of improvements over the past years, corruption as a standard business practice is still a problem in 

Vietnam as well as other developing country. In the 2011 Corruption Perceptions Index, Vietnam performed 

below average with a score of 2.9 on a 0 (highly corrupt) to 10 (highly clean) scale. The country ranked 

112th out of 182 assessed countries worldwide and 21st out of 35 countries in the Asia Pacific region. The 

private sector is being affected by cumbersome legislation, which provides both incentives and 

opportunities for corruption. According to Transparency International (2010), corruption pervades many of 

the country’s key sectors, in which the business sector scored 2.6 (on a 1 to 5 scale), while the sector with 

highest score (3.8) was police.  

 

Public procurement is considered one of the sectors most susceptible to corruption. A study conducted by 

Towards Transparency, together with TI-USA and CIPE (2011), concludes that the number of competitive 

tenders declined significantly from 72% to 53% between 2008 and 2009. About 44% of companies expect 

to provide a gift to secure a government contract (IFC/World Bank, 2009) and, according to the USAID 

Vietnam Provincial Competitiveness Report 2011, 41.4% of companies report paying commissions on 

government contracts. There are also corruption challenges in tax collection and licenses and permits. 

Global Integrity (2009) reports that tax laws are not uniformly enforced and small and medium-sized 

companies are generally more vulnerable to corruption with regard to tax administration. Besides public 

administration, sectors which are affected by corruption include judiciary, police, heath sector, education, 

Environment, Natural Resources and Extractive Industries, land management.  

 

Foreign businessmen should be aware of such practices and carefully consider their actions. 
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About us 

 

The Economic & Trade Mission at the Embassy of Israel in Vietnam aims to enhance the business relations between the 

two countries by arranging a wide range of activities through which mutual trust and cooperation can be achieved. 

 

For further information 

 

The Economic and Trade Mission, the Embassy of Israel in Vietnam 

Add: 68 Nguyen Thai Hoc Str., Ba Dinh Dist., Hanoi, Vietnam 

Tel: (84 4) 3843 3140 (ext. 513, 514) 

Website: http://itrade.gov.il/vietnam  

Email: Vietnam@israeltrade.gov.il  

LinkedIn: http://vn.linkedin.com/pub/israel-economic-trade-mission-in-vietnam/34/a93/839   

Facebook: https://www.facebook.com/IsraelinVietnam  

Skype: zafrirasaf 

 

Ho Chi Minh City Economic and Trade Office: 

Email: Bicky.Nguyen@israeltrade.gov.il  
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