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Privatisation as State Advance: Private 
Indirect Government in Vietnam

Martin Gainsborough

Abstract:

This paper considers the significance of privatization for the changing nature of state 
power through a case study of Vietnam.  Based on in-depth interviews with eight state-
owned enterprises firms which sold shares (known as equitisation in Vietnam), the paper 
argues that equitisation should be seen not as the retreat of the state but rather as a new 
form of state interventionism, or private indirect government.  It is not simply because 
state officials are buying shares and hence lining their pockets that the paper says this. 
Rather, equitisation represents a new form of state interventionism because the people 
who are ostensibly letting go (i.e., authorising the sale of state assets) are doing so in such 
a way that they continue to exert a hold over the recipients. Central to this is the way in 
which the new owners of the enterprise assets are kept in a state of uncertainty as to what 
they can do with their assets, such that they have not choice but to continue to report to
the state.
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Privatisation as State Advance: Private 
Indirect Government in Vietnam

Martin Gainsborough

Introduction

This paper considers the significance of privatization for the changing nature of 

state power through a case study of Vietnam.  In particular, it is concerned with what 

privatization – or equitisation as it is called in Vietnam – can tell us in terms of new ways 

in which power is being exercised in an era of neo-liberal globalisation. The starting 

point for this research was some puzzlement on the part of the author as to how exactly 

we should understand equitisation in Vietnam.  At times, it appeared as if equitisation

was largely a bureaucratic exercise with little substantive change in terms of how firms 

actually operate.  Such thinking goes back to the late 1990s when equitisation in Vietnam 

suddenly gathered pace after years of going no where.  The reasons for this are obscure 

hence the question as to whether the acceleration represents more a bureaucratic sleight

of hand than substantive change.1

Having conducted this research, I no longer think equitisation is insignificant in 

terms of its implications for how firms operate but the question remains: how much 

change does equitisation entail and in what respects? Official studies nearly always

1  Some 40 times as many firms equitised in the three years to 2001 compared with the 
previous seven years.  From 1992 to early 1998, just 17 SOEs completed equitisation. 
Momentum picked up in 1999-2000 so that by September 2001 some 700 state 
enterprises had completed equitisation.  By August 2005, some 2,242 firms had 
reportedly equitised. The acceleration may simply reflect the fact that teething problems 
with equitisation had been overcome but, in the absence of data showing this, this was 
not obviously the case.  For an early attempt to address this question see Gainsborough
2003. See Vietnam Economic Times 2005 for the most recent statistics.
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assert a clear link between equitisation and improved enterprise performance (Vien 

Nghien Cuu Quan Ly Kinh Te Trung Uong va Ngan Hang The Gioi [Central Institute for 

Economic Management and World Bank] 2005).  However, until we have a better 

understanding of what is going on inside these firms, the question of how this is possible 

remains unanswered.

Beyond this, the paper is motivated by a desire to re-examine the widely held

view that privatization (or equitisation) should be viewed in terms of a retreat of the state. 

Of course, there is recognition in the literature on Vietnam – and China – that equitisation 

to date has been a partial affair or that state officials have very often been the

beneficiaries of shares sales.  In Vietnam comment is often made about the name –

equitisation rather than privatization – with the implication that this in some way reflects 

ideological resistance on the part of the state (Clarke 2004: 94).  Reference is also made 

to the fact that the state in Vietnam often retains a high percentage of company shares

even after equitisiation – again cited to suggest an unwillingness on the part of the state to

‘let go’.  Furthermore, it has been noted that equitisation has generally involved only the 

smaller state enterprises and that in terms of total state enterprise capital, only around

10% has made the shift from state ownership to the equitised form since equitisation was 

launched in the early 1990s (Kokko 2004).

However, despite this, I would still argue that the dominant view remains that 

equitisation should be equated with a retreat of the state, albeit a partial one and one that 

has greater scope to run.  Writing on the social aspects of state enterprise reform, Gerard 

Clarke notes that even scholars from different ends of the ideological spectrum, such as 

Gareth Porter and Gabriel Kolko, are in agreement that state enterprise reform marks the
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retreat of the state even if they differ on whether the retreat is a good or a bad thing

(Clarke 2004: 92).  The Vietnam Development Report produced by the international

donor community in 2004 also placed the emphasis firmly on state retreat when in respect 

of equitisation it wrote: “there is little doubt that the state share of economic activity will 

keep declining” (Vietnam Development Report 2004: 72).

However, is this interpretation right? Could it be that while the state share of 

economic activity may decline, equitisation should be seen less as the retreat of the state 

and more as a new form of state interventionism in which we see not the state’s retreat 

but its advance? In posing this question, I am mindful of the fact that while the sale of 

state assets sounds – intuitively – like the retreat of the state, ‘political power’ has an 

uncanny knack of re-inventing itself or subverting practices, such as equitisation, which 

on the face of it appear to threaten its grip. This, I believe, is what is happening in 

Vietnam.

The paper is based on in-depth interviews with eight equitised firms in four 

provinces in northern and southern Vietnam (Hai Phong, Lao Cai, Tay Ninh and Can 

Tho) in 2003, supplemented by a reading of the secondary literature and the Vietnamese

press. Firms were chosen at random based on a list compiled from the relevant provincial 

newspaper. In the interviews, which used a structured questionnaire, questions were

asked about firm shareholding structure, about how decision-making had changed as a 

result of equitisation, and about the business environment in general.
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Theoretical framework

In adopting this perspective, I have been influenced by the writing of Beatrice 

Hibou, notably her book Privatising the State, which was translated from French into 

English in 2004 (Hibou 2004).  Hibou argues that while state shares are sold off, the 

recipients are kept in such a state of uncertainty by the authorities as to what they can and 

cannot do with their new-found assets that the state continues to maintain a hold over 

them.  Hibou calls this ‘private indirect government’.  She writes:

Privatisation [for which we can insert equitisation] is in no way 
synonymous with the retreat of the state, or even the primacy of the 
private over the public…beyond the expanding role of so-called private 
bodies, privatisation involves constant negotiation between dominant 
actors (whether they be public or private); the constant redrawing of 
frontiers between public and private; and the persistent hold of political
relations and power more generally. Negotiations are always at the centre 
of this process of delegation and control which characterises this mode of 
increasingly private indirect government. (Hibou 2004: 15)

In unpacking further what she means by this, Hibou is quick to say that we are not talking 

about “total and exclusive” control (Hibou 2004: 17).  It is, she says, always possible for

‘private actors’ to find ways of circumventing control: “Everywhere there are slip-ups 

and spaces where freedom can slip in, and if there are none of these, for astute actors it is 

always possible to invent ways of circumventing” (Hibou 2004: 19). We are also not 

talking – Hibou is clear on this too – about a single state authority.  The state is not a 

monolith.  Instead, what we see operating is a multiplicity of factions and power centres 

associated with the state or particular politicians.

Furthermore, Hibou offers a sharp riposte to all those who say ‘this is not a sign 

of a strengthening of state power’ but rather represents the “ruses of those in power, 

indicating not the vitality of the state but its decline” (Hibou 2004: 19). Hibou claims
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that this is to fall into the trap of adopting a normative view of the state in which the state 

is defined in advance as a rational-legal and bureaucratic entity, of the sort usually 

associated with Max Weber.  Hibou reminds us that Weber also worked on non-

bureaucratic forms of the state with “non-permanent forms of intervention”, where the 

cost of a major administrative apparatus is avoided (Hibou 2004: 19).  Thus, while we 

may need to make a distinction between ‘state power’ and ‘state regulatory authority’ 

(i.e., the ability to design and implement policy), Hibou says that we make a major error

if we mistake the absence of the latter for the absence of the former.  I would suggest that 

this is an error frequently made in respect of much analysis of the state.

Concluding her thesis (or at least that part which is relevant for our purposes 

here), she continues:

Privatisation fits into this framework.  Strengthening the power of this or 
that politician (or this or that faction) through appropriation of economic 
resources or transfers of enterprises, obviously offers a personal 
opportunity for enrichment, or is a short term tactic to give a base to 
contested or delegitimised authority.  But more than this, it traces the 
possible outlines of political action.  It takes account of the
interdependence of processes of economic accumulation and political 
control (and by the same processes maintains that interdependence); it is 
intrinsic to the negotiation of allegiances and loyalties. (Hibou 2004, 23)

In other words, to understand the state, it is necessary to understand the 
people in power and, equally important, their games, their strategies and 
their historical practices.  This mutual dependence defines the outlines of 
the state. (Hibou 2004: 21)

Despite the fact that Hibou’s research was conducted in Africa, her theoretical framework 

speaks loudly to the reality of equitisation in Vietnam.  In the remainder of this paper, I 

seek to illustrate this, taking you on a journey into the complexities of my data.  Here,

you will find that in the struggles which surround Vietnam’s equitised companies, there is
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no single victor.  Everyone is as likely to be ‘put upon’ as they are to try and ‘throw their 

weight around’, while any attempt to separate out public interests from private interests is 

likely to end in failure.

Furthermore, there is also no single model of behaviour:  pretty much anything is 

possible.  This was driven home to me in an article which described how the director of 

an equitised firm apparently told his shareholders he could not find any business.  He 

then leased the company offices to a private firm, which unbeknown to them, he 

happened to be the owner of.  The director then re-leased the company offices at a 

substantial premium, in the process pocketing the difference. As the article said, the 

state, through its shareholding in the company, lost a lot of money (Tai Chinh 2005).

Thus, it is worth emphasizing that it would be wrong to see enterprises simply as victims, 

even if private indirect government implies a measure of state control over them.

The firms

All but one of the firms I interviewed was established in the 1980s and 1990s (one 

was founded in 1979).  They operate in a wide range of sectors, including services, trade, 

manufacturing, mining and construction.  The firms are quite small: average annual 

turnover was VND14bn or US$880,000; average employment was 140 people.  All the 

firms -- except one, which was formally under a ministry -- began life as locally managed 

state enterprises (cong ty nha nuoc dia phuong).2  Most of the firms equitised in 2000-01.

2  In the case of the centrally managed company, the ministry seemed quite distant and by 
the time the firm equitised, the company appeared to all intents and purposes to be a 
locally managed company.
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In this paper, the firms are all referred to by two letters, which indicate the 

province/city and a number (e.g.  HP1, LC2, TN1, CT2).  All individuals are referred to 

using a pseudonym to ensure their confidentiality. In the paper, I quote from my 

interviews in two ways:  first, I extract quotations directly from the interviews; and 

second, I utilize paraphrased information compiled from the interviews. I use the latter 

method where the precise way in which people have said things is not so important.  All 

translations are my own.

Appendix 1 provides some additional background information on the firms whilst 

still concealing their identity.  This information may be useful for readers wishing to 

relate the particular circumstances of the firms more closely to what they said.

Company attitude to equitisation

In contrast to the popular view of widespread firm resistance to equitisation, the 

firms we spoke to were generally enthusiastic about equitisation and many had put 

themselves forward as candidates for equitisation.  Some commented that they were 

among the first firms to equitise in their province or city.  HP1 spoke for many when it 

said:

We chose equitisation because we felt it would suit our enterprise. If you 
have a lot of shareholders then you can draw on lots of different ideas, and 
people take responsibility if it’s their money they have thrown in.

We saw equitisation as a way of mobilizing the strength of workers.  Do 
true, earn true!  Mobilising capital is easier.  The company thought should 
it borrow money or should it issue shares? Equitisation also brought to an 
end the system whereby power was concentrated in a single director.  We 
now have a management board, which is more democratic.  We can also 
give everything to [i.e., run everything past] the shareholders.
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Among the firms we interviewed, there were some cases where the firms were ordered to 

equitise, usually by their controlling institution responding to a target from the provincial 

People’s Committee.  However, even here, firms were not necessarily unenthusiastic 

about equitisation, despite the fact that they had not taken the initiative themselves.

There were some examples of resistance to equitisation among the firms I spoke 

to.  In one case, for instance, the deputy director was keen but the director and the firm’s 

management committee (ban quan ly) needed persuading.  The deputy director eventually 

won the day.

State attitude to equitisation

Contrary to the common view of state reluctance to relinquish shares, I did not 

find that the state was always trying to retain a large stake in the equitised firms.  In the 

firms I spoke to, the state share after equitisation ranged from 17%-70%, with the average 

being 45%.  Admittedly the state was the largest shareholder in all but one firm.

However, it was not uncommon to find cases where the state wanted to relinquish a larger 

share of equity but was unable to find buyers (because no one thought the firm was a 

going concern).  In some cases, the state sold shares in two stages, with the second sale 

taking place after public confidence in the firm had increased.  In one of the firms we 

interviewed, the state was planning to sell a further 20% of its equity in the near future.

However, the key point is that as with enterprise attitudes towards equitisation, 

the picture is not one of universal state reluctance.  This seems significant in relation to 

my argument here which asserts that equitisation should be seen not as the retreat of the 

state but rather as its advance.  In a sense, what we are seeing with equitisation in
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Vietnam is the state ‘having its cake and eating it’:  that is, it is passing the buck in terms 

of who is responsible if anything goes wrong while continuing to share in the benefits 

when things go right.3  In such circumstances, it is not surprising that the state is 

enthusiastic.

In emphasizing relative state (and company) enthusiasm for equitisiation, I am 

adopting a somewhat different position from authors, such as Adam Fforde and Martin 

Painter, whose overall approach to understanding state ownership and hence the reality of 

state enterprise reform has a lot in common with my own.  However, even Fforde and 

Painter emphasise resistance to equitisation either from interests inside or outside firms

(Fforde 2004: 8; Painter 2003: 9-11).  In this paper, I do not deny that resistance exists –

or that there are not obstacles – but I want to argue that always to place the emphasis on 

resistance risks a fundamental misunderstanding of what equitisation is about.  These 

points are explored further below.

How long did equitisation take?

For the firms we interviewed, equitisation was generally completed in a year or 

less.  However, it sometimes took much longer.  The shortest time was 3 months and the 

longest was 37 months, with an average of 13 months.  According to the enterprises we 

spoke to, the hardest part of equitisation was always valuing the firm’s assets.  Moreover, 

disagreement between the authority overseeing equitisation – usually the provincial

3 All directors I spoke to were universally agreed that they – and sometimes the 
management board – would be held responsible if things went wrong, and that the 
regulations were clear on this.
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People’s Committee – and the firm preparing to equitise was commonplace, the norm in 

fact.

LC2 said that differences emerged over the ‘account book value of the firm’ and 

the ‘actual value of the firm’.  LC1 said that the People’s Committee did not accept its 

definition of what it regarded as ‘own capital’ (von tu co), which the director of the firm, 

Mr Hoan, described as “the fruits of the workers own efforts”.  Mr Hoan said that in the 

end the People’s Committee got its way because the firm “did not want to push the matter 

given that they were the first firm in the province undergoing equitisation.”

CT1 said it also clashed with the People’s Committee over how to value the firm. 

This time, the dispute was over who owned the company office.  Highlighting Hibou’s 

point that we are not talking about “total and exclusive” state control, the firm came out 

on top on this occasion, according to CT1’s director, Mr Ha.

The fact that valuing company assets proved so troublesome is also revealing as

to how we should ultimately understand the process of equitisation.  Based on my data, it 

would appear that a number of different things are going on.  Firstly, state officials tasked 

with overseeing the equitisation of firms in their locale – usually the People’s Committee 

and the Finance Department which formally comes under the People’s Committee’s 

jurisdiction – are keen to undervalue the firm’s assets and generally place heavy

emphasis on the companies liabilities.  In this way, the state is able to obtain its share of 

the company without putting any new capital into the firm.  On the other hand, the 

interests associated with the company – i.e., those looking to buy shares – are keen to 

claim as much of the firm for their own by asserting that assets and capital are ‘own
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capital’ or the result of the firm’s labour ‘making more of’ what the state originally 

entrusted to the firm when it was first set up.

It is in relation to these differing perspectives that the disputes over preparing 

firms for equitisation arise. But it is a largely political issue about control over assets, 

rather than, as most of the literature would have us believe, a technical problem.  The 

complicating factor (for people like myself trying to make sense of equitisation) is that 

there are state interests on both sides depending on whether they are ‘state interests’ 

representing the interests of the People’s Committee/Finance Department or whether they 

are ‘officials’ connected with the company and looking to buy shares.  However, either 

way, they are still the state, just, as Hibou says, a non-bureaucratic version of it.

HP1 offers a nicely graphic account of attempts by the authorities in Hai Phong to 

acquire the firm’s assets on the cheap:

City officials tried to grab the company at a cheap price … in order to 
make money.  They managed to sell some shares which they re-sold to an 
equitised company in Hanoi [name withheld by the author].  But they did 
not fully achieve their schemes.

Concern about possible job losses in light of equitisation is also mentioned frequently in 

the secondary literature as a reason why equitisation has proceeded slowly.  However, in 

relation to the interpretation of equitisation favoured here – where equitisation is viewed 

more in terms of (relatively orderly) primitive accumulation (understood in terms of state

assets seeping out into effectively private hands) – concerns about unemployment appear 

as a bit of a red herring.  The point is people cannot talk about the real reason why 

equitisation proceeds slowly – i.e., a struggle for control over state assets – so they 

frequently mention politically ‘safe’ reasons like concerns about job losses or the 

technical difficulties of valuing firm assets, which are what are commonly mentioned in
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the Vietnamese media when difficulties with equitisation are discussed. Among the firms 

we interviewed employment issues were only mentioned once (CT1).  Here, the director, 

Mr Ha, said that he “wrestled with who to keep and who to let go”, adding that in the end 

he resolved the matter by keeping everyone!

Shareholding structure after equitisation

There is nothing particularly out of the ordinary regarding the shareholding 

profile of the firms I interviewed.  As I have noted, the state share of equity ranged from

17% to 70%, with an average of 45%.  Beyond this, share ownership was dominated by

‘insiders’, understood here as the firm’s management, workers, provincial officials and 

their friends. There was some institutional share ownership, including by state 

enterprises.  However, in general, the shareholding structure of the firms we interviewed 

was characterised by many small-scale individual shareholders alongside a few key 

shareholders.  On account of their small stake, individual shareholders appeared to have 

little say in how the firms were run.  In most firms, the company director held some 

shares although often not very many, suggesting that in most cases the director was more 

a manager (on behalf of more powerful political interests) than an owner of capital. CT1 

provides a representative example:

Following equitisation, the state retains a 67% stake in CT1.  The state 
share appears to be centred on interests at the provincial agriculture 
department even though the firm began life under the former ministry of 
hydraulics.  The remaining 33% of the company’s equity is in the hands of
57 individual shareholders, some of whom are company employees and 
some of whom are not.  The largest shareholder with 10% of the 
company’s equity was referred to as ‘ong tinh’ (Mr Province) and is 
clearly someone high up in the province.  The smallest shareholder was 
said to have ‘just a few million dong’ worth of shares.  The director, Mr 
Ha, has a 2-3% stake in the company.  There was no mention of
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institutional shareholders.  In 2003, the state was planning to reduce its 
shareholding by a further 20% to 47%. The resulting equity was expected 
to be bought by existing shareholders. (Information extracted from field 
interviews by the author)

The shareholding structure of CT2 is slightly more unusual insofar as the state share is 

only 17% and the largest shareholder is the firm’s director, Mr Nam.  Mr Nam is clearly 

both a manager of capital and a significant owner of it.  However, he still seems to be 

acting on behalf of the state interests associated with the firm:

After the state share, the remaining 83% of the company’s equity is held 
by 65 shareholders, although four shareholders dominate.  The largest 
shareholder is the director, Mr Nam, who holds a 30% stake in the firm. 
The smallest of the four main shareholders holds 7% of the company’s 
equity.  Just 20% of the company’s shares are said to be held by outsiders. 
(By outsiders, Mr Nam means they are not employees of the company, but 
it appears that they are closely connected to the company; he said that they 
bought shares because they ‘understood’ clearly about the company.) Mr 
Nam said that in reality he has authority (uy quyen) over 80% of the
shares, including the state share and those held by his close friends. 
(Information extracted from field interviews by the author)

A number of firms said that shares were constantly changing hands. In general, the 

trends appears to be towards a concentration of shares into fewer hands, with officials 

and the politically connected typically buying out workers.

Company directors after equitisation

The company directors of the firms we interviewed were all men.  Their ages 

ranged from 46 years to 68 years.  The average was 54 years.  Most directors had served 

long periods in public administration and/or with other state firms before joining the 

company they were with at the time of the interview. Most directors had been with the 

firm since it was set up.  Often, they began working for it having previously held a 

position in the firm’s controlling institution.  Many of the company directors had served
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in the army.  All were either director or deputy director of the firm before it equitised. 

Most were not native to the province they were working in.  In the case of the two 

southern provinces where I conducted interviews, the company directors had all come 

south in the years immediately following re-unification.  Around half of the directors said 

that one of more of their parents had been state officials, while the remainder said that 

they were the children of farmers.

Firm decision-making after equitisation

Generally speaking, we can see clear signs of the emergence of a ‘working’ post-

equitisation decision-making structure in the firms we interviewed, comprising a director, 

a management board, and a shareholding council (dai hoi co dong).  In most cases, the 

company director was the chairman of the management board as well.  On a day-to-day 

basis, decisions were taken either by the director or the management board or the two 

together.  The shareholders were consulted on ‘big decisions’ such as making a new 

investment, selling company assets, or overseeing the division of profits.  As Mr Khang

of TN2 said:

The company operates according to what the shareholders and the 
management board say. If the director has any sense he will run things 
past the shareholding board.

In some of the firms we interviewed, there was conflict within the firm over how it was 

managed.  In the case of HP1, for instance, the company was onto its third management 

board chairman in as many years.  The problem was only resolved when the firm’s 

director, Mr Luong, took the job himself.  It appears that Mr Luong and the Hai Phong 

industry department, which was the firm’s controlling institution prior to equitisation, did
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not see eye to eye.  The industry department had chosen the firm’s first two management 

board chairmen before it finally allowed Mr Luong to take the post.  (NB.  The industry 

department traditionally had a role in appointments within the firm.)

In most cases, however, the companies we interviewed spoke highly of 

equitisation in terms of the impact it had on decision-making and firm morale.  The 

following three extracts illustrate this well:

Before [equitisiation], the director made a decision based on the opinion of 
the controlling institution, now the director bases his decision on what the 
management board and the shareholding council say (theo nghi quyet cua 
HDQT va Dai ho Co dong)’.  Also [before equitisation], the business 
production plan was decided by the controlling institution but now it is the 
shareholding council which decides.  (Mr Ly, director of TN1)

[Now] the director decides everything …. When we were still a state 
company, we didn’t take the initiative on anything, because everything 
was under general ownership, so no one dared decide …. [Now] everyone 
works diligently because it is their capital they have put in and it is the 
livelihood of their close friends [which is at stake].  (Mr Nam, director of 
CT2)

Previously, when we were still a state enterprise, the firm’s capital 
belonged to the state.  The state had public works projects which it 
entrusted to our firm.  We carried them out, did our accounts, and repaid 
the state.  Since equitisation, the capital now belongs to our shareholders
…. Before, when capital belonged to the state, whether we made a profit
or a loss, the state absorbed it...Now, if the company makes a loss, it is my 
loss and everyone in the company’s.… Whatever the company does is 
down to the company, we look for jobs ourselves, we organize production, 
customer relations, and we do our accounting ourselves.  At the end of the 
year, the state shareholders check the profit and loss balance sheet. (Mr 
Danh, director of LC2)

In sum, therefore, what we see is greater dynamism and initiative on the part of equitised 

firms.  There is a sense that decisions are generally made more quickly, and that everyone 

knows what they are working for.  These are all positive developments, one would have
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thought, in terms of enterprise performance.  And yet, looking again at the data one finds 

that this picture of change for the better – or change at all – is only part of the story.

Equitisation as ‘private indirect government’

While talking about change in one breathe, despite equitisation, the directors of 

many of the companies we spoke to still referred to their ‘controlling institution’ (i.e. the 

state administrative unit with formal jurisdiction over them when they were a state 

enterprise) in the same terms.  Moreover, while firms reported changes in decision-

making practices in some areas, many also continued to report to a wide range of state 

authorities on a regular basis.  Across the firms we interviewed, this generally included 

the provincial People’s Committee, the firm’s controlling institution, the finance 

department, and the tax department.  Most firms reported quarterly and annually, 

although some made monthly reports. Moreover, when firms were asked who they 

reported to (cap tren ma ong phai bao cao la ai), they nearly always reeled off a list of 

state institutions.  Only one company director, Mr Ha of CT1, replied that since he was 

both the company director and its management board chairman, he did not have a ‘cap 

tren’ (higher level).

In addition, nearly all firms now had a representative from the provincial 

department of finance, or an equivalent body in their company, representing the state 

interest in the firm.  The representative (and sometimes representatives) usually sat on the 

firm’s internal audit board (ban kiem soat). The following examples capture well this 

pattern of continued extensive reporting to the state, despite equitisation.

Even after equitisation, Mr Ly says he still has to report to the provincial
People’s Committee (which he continued to refer to as the company’s
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controlling institution) both quarterly and annually (TN1; extracted from 
field interviews by the author)

The provincial People’s Committee is still involved in making higher level 
appointments in the company.  Mr Khang says the company’s relations 
with the transport department have not changed since equitisation and that 
it is ‘still the firm’s controlling institution’.  He also said that he had been 
entrusted by the provincial People’s Committee directly to represent their 
interests in the firm together with an official from the provincial finance 
department’s office responsible for managing the capital of state
enterprises (phong quan ly von cac doanh nghiep nha nuoc).  Where big 
decisions are concerns, the firm consults (xin y kien) the provincial 
People’s Committee and then afterwards meets with the shareholders (Hoi 
dong Co dong). (TN2; extracted from field interviews by the author)

Since equitisation, the company continues to refer to itself as belonging to 
the provincial agriculture department.  The company still reports to the 
agriculture department once a quarter. (CT1; extracted from field 
interviews by the author)

[Despite equitisation] Mr Hoan says that the company is under the direct 
management (truc thuoc quan ly) of the provincial People’s Committee, 
the transport branch (as its specialist organ) and the statistical department. 
However, it the People’s Committee and the transport branch that are the 
most important.  (LC1; extracted from field interviews by the author)

Mr Thanh still describes the city People’s Committee as the firm’s 
controlling institution, despite equitisation. (HP2; extracted from field 
interviews by the author)

Part of the explanation for this pattern of extensive reporting to the state even after 

equitisation is that equitised firms are hybrids.  Their attitudes -- how they operate 

(differentiated salary scales, for example), what they expect from the state -- are 

beginning to change, but it is a gradual process.  Old habits (of reporting) die hard.  This 

is not surprising.  After all, when we conducted our interviews, the majority of firms had

been equitised for three years or less.  Most had spent somewhere between ten and twenty 

years in the state sector. Moreover, as we saw from our profile of the equitised firm 

directors, these are men who have all spent long periods of time working for state
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enterprises or in the state bureaucracy.  They had all reached adulthood by 1975 so their 

formative ‘professional’ years were all spent under a centrally planned system.

Furthermore, as we have noted, the average state share in the equitised firms we 

interviewed was 45%.  The state was bound to be interested in what was going on in the 

firms in which it had a stake – as many of the companies we interviewed indicated:

[If a regulation is unclear the local authorities will help us] because it still 
has a 42% stake in the company. (Mr Hoan, LC1)

[The local authorities pay attention to us] a lot because they are worried 
that they will lose their capital. (Mr Thanh, HP2)

In addition, some companies said that although they were still reporting to the state 

authorities, the character of the meetings had changed.  Mr Ha of CT1, for example, said 

that unlike previously when the firm had to get the opinion of the department and the 

branch (nganh), the meeting is now “just a discussion, and on all matters the company 

decides itself”.

Nevertheless, while the situation is inevitably nuanced, the fact that the equitised 

firms are still reporting to the state is highly significant.  Not only does it shed light on 

the quasi-nature of ‘private’ property rights in equitised firms, but it also shows that this 

pattern of extensive reporting to the state is consistent with Hibou’s notion of private 

indirect government (i.e., shareholders are kept in a state of uncertainty so that the state 

maintains a hold over them).  The director of CT2, Mr Nam, who said the firm reports to 

the provincial People’s Committee, the trade department, and the tax department, 

captures this climate of uncertainty very clearly when he says: “We are not compelled to 

[report] but we do so in order not to offend them so that when we have a problem then 

they will support us.”
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Listening to other firms, one senses a similar feeling of unease, with directors 

wondering whether their relations with the authorities are as ‘friendly’ as they once were, 

or stressing the need for connections to get things done.  Mr Thanh, for instance, of HP2 

said he spent a lot of time worrying about how to deal with the higher levels, which for

this firm includes the city People’s Committee, the industry department and the tax 

department.

More than this, it is clear that the firms we interviewed were operating in a highly 

unpredictable business environment.  This is precisely the kind of environment in which, 

according to Hibou, private indirect government flourishes. The list of company 

complaints is as predictable as it is long: laws and regulations that are not implemented, 

frequent changes in policies, delays, tax officials who refuse requests for information, 

having to pay for information, customs officials who want extra money to do anything

out of the ordinary, and ‘incentives’ for equitised firms which fail to materialize on 

asking.

Furthermore, the environment in which the firms we interviewed are operating is 

not just unpredictable, it is frequently predatory. State institutions consistently sought to 

do the companies harm, as the following examples show:

In general, the city party committee supports the company.  The director 
of the city industry department and the office of the provincial People’s 
Committee do not support us ... Mrs X [name withheld by the author] at 
the provincial reform committee is afraid of taking responsibility so she 
takes a long time to do anything, resulting in lost opportunities for the 
company. (HP1, Mr Luong)

Generally the local authorities are bad, especially after we equitised:  the 
industry department, the department for managing financial capital, the 
city enterprise reform committee … The management board and the state 
representatives give me grief whenever I am weak. (HP2, Mr Thanh)
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However, as Hibou says, it is not a zero-sum game:  firms lose some but, they also 

win some.  Moreover, companies rarely take what is thrown at them lying down.  

Instead, they seek to outwit, to maneuver, and generally use everything at their 

disposal to ‘invent ways of circumventing’ (Hibou 2004: 19). As the director of 

LC2, Mr Danh says:

We have both good and bad local authorities.  We want to have good ones 
but naturally we have some bad ones. But people are still wary of me 
because I am a member of the party and used to work at a former state 
enterprise.

Conclusion

In this paper, I have argued that equitisation should be seen not as the retreat of 

the state but rather as a new form of state interventionism.  Moreover, we do not say this 

simply because state officials are buying shares (‘officials lining their pockets’) which is 

the standard cynical view of what equitisation is about.  My argument goes much further 

than this.  Equitisation represents a new form of state interventionism because the people 

who are ostensibly letting go (i.e., authorising the sale of state assets) are doing so in such 

a way that they continue to exert a hold over the recipients (‘private indirect

government’, as Hibou calls it).  Keeping people in perpetual uncertainty is a key part of 

this.  As we have sought to show, living in such conditions of uncertainty, equitised firms 

have no choice but to continue to report to the state.

While this interpretation makes sense of my data, it is probably not the only 

interpretation of what is going on.  The official legislation governing the regulation of 

equitised companies also allows for ‘direct’ government in cases where the state 

authorities have a majority share.  Thus, it is likely that the state is engaging in both
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direct and indirect government in its relations with equitised firms.  A useful project for 

future research would be to explore the extent to which the degree of direct and indirect 

government varies depending on the size of share the state holds in particular equitised 

firms.4

The interesting remaining questions have to do with the sustainability of this

model. That is, what are the stress points of private indirect government in Vietnam 

today? What this mode of operating means for enterprise performance? And finally, how 

are things likely to evolve in the future?

There are many tensions inherent in private indirect government, of course. 

Enterprise directors and owners of capital do not like it if someone messes them about, 

seeks to do them harm, or generally behaves in ways which cut into their bottom line. 

However, by and large, these people are far too busy trying to survive to develop any 

kind of systematic critique of such practices.  Moreover, although I have characterised 

the emergence of private indirect government on the back of equitisiation as a ‘new’ 

phenomenon, what is new is less ‘private indirect government’ but more how it has 

combined with a contemporary neo-liberal, inspired practice, namely equitisation, to 

ensure the survival of existing power structures.  Making people dependent by keeping 

them in a state of uncertainty is probably the oldest political trick in the book (second

only to the oldest profession).  Thus, from the perspective of equitised firm directors, it is 

not as if they are experiencing anything very different: plus ca change (that’s how life

is).

4  I am grateful for John Gillespie and Tran Thi Ngoc Diep for making these comments.
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On the other hand, looking at equitised firms as hybrids, we may be observing the 

early stages of the emergence of a new class, one whose origins are clearly from ‘within 

the state’ but who will be less and less ‘of the state’ (Heng 1999).  It will be interesting to 

see the extent to which interests between the state and capital start to diverge more 

markedly in the future (Gainsborough 2002).

In terms of enterprise performance, the neoclassical position is that insofar as 

private property rights are still not fully secure, firms will under-perform. This may be 

true.  However, based on my interviews, equitisation does seem to have created new 

incentives where previously there were none (or few).  Moreover, while the business 

environment is predatory and enterprises continue to have to fight to defend their patch, 

they are capable of doing this.  This is not to say the situation is perfect – it is distinctly 

sub-optimal, to use the jargon – but where in the world is it perfect?

Thus, in terms of performance I would suggest that equitisation does represent a 

step forward, even if we have to be cautious about official surveys on this issue and 

recognise that in the spirit of old-fashioned primitive accumulation, some people are 

obtaining assets on the cheap.  Nevertheless, there are plenty of examples from around 

the world where the divestment of state assets has occurred in a much more disorderly

fashion and it is testament to the relative coherence of the Vietnamese state that this is not 

the case in Vietnam.

In some ways the coherence of the Vietnamese state is puzzling, given what we 

have seen – in this paper – in terms of diverse actors acting in a variety of ways. 

However, the coherence of the Vietnamese state goes back to what Benedict Anderson 

once said about states: “harbour[ing] self-preserving and self-aggrandizing impulses,
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which at any given moment are ’expressed’ through its living members, but cannot be 

reduced to their passing personal ambitions.” (Anderson 1983: 477-478).  For reasons 

which are poorly understood, these impulses are strong in Vietnam.

And finally, how are things likely to evolve in the future? The trajectory on

which Vietnam seems to be at the moment involves further rolling out and refining of the 

holding company-subsidiary mechanism (cong ty me con) model, which includes plans 

for further equitisation (Vietnam News 2005).  According to the government’s draft five 

year plan for 2006-10, about 1,000 more companies are scheduled to complete 

equitisation by 2010 (Ministry of Planning and Investment 2005: 113).  In this respect,

the international donor community is probably right when it proclaims that “there is little 

doubt that the state share of economic activity will keep declining” (Vietnam 

Development Report 2004: 72).  However, the herd mentality is very much mistaken

when it comes to thinking about what this means.  As the state share of economic activity 

declines, private indirect government – a new form of state interventionism – increases.
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Appendix 1.  Additional background on firms interviewed

TN1

Area of business: Mining

Founded: 1997
Equitised: 2000

Controlling institution before equitisation: Provincial People’s Committee
State share after equitisation: 51%
Largest shareholder: State

Annual turnover: VND8.6bn (2002)
Employment: 54 people

TN2

Area of business: Transport

Founded: 1986
Equitised: 2000

Controlling institution before equitisation: Provincial Transport Department
State share after equitisation: 70%
Largest shareholder: State

Annual turnover: VND9.0bn
Employment: 70

26



Appendix 1 (continued)

CT1

Area of business: Water engineering company

Founded: 1992
Equitised: 2000

Controlling institution before equitisation: Ministry/Department Agriculture
State share after equitisation: 67%
Largest shareholder: State

Annual turnover: VND4bn (2002)
Employment: 40 people

CT2

Area of business: Import-export

Founded: 1995
Equitised: 2001

Controlling institution before equitisation: Department of Trade (since 1997)
State share after equitisation: 17%
Largest shareholder: The company director (30%)

Annual turnover: VND30.2bn
Employment: 50 people
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Appendix 1 (continued)

LC1

Area of business: Transportation

Founded: 1991
Equitised: 1999

Controlling institution before equitisation: Department of Transport
State share after equitisation: 42%
Largest shareholder: State

Annual turnover: VND9bn (2002)
Employment: 150 people

LC2

Area of business: Construction (roads and bridges mainly)

Founded: 1979
Equitised: 2001

Controlling institution before equitisation: Department of Transport
State share after equitisation: 35%
Largest shareholder: State

Annual turnover: VND16bn (2002)
Employment: Not available
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Appendix 1 (continued)

HP1

Area of business: Printing and packaging

Founded: 1983
Equitised: 2000

Controlling institution before equitisation: Department of Industry
State share after equitisation: 30%
Largest shareholder: State

Annual turnover: VND22.3bn (2002)
Employment: 371 people

HP2

Area of business: Garment manufacturer

Founded: 1988
Equitised: 2001

Controlling institution before equitisation: People’s Committee
State share after equitisation: 45%
Largest shareholder: State

Annual turnover: VND15.7bn (2002)
Employment: Not available
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