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Concept Note

Public Private Dialogue in Vietnam

The experience of the MPI-GTZ Small and Medium Enterprise Development Programme (SMEDP)

1. Context and particularities of the partnership

Vietnam’s development has since the late 80es of the last century been characterized by “doi moi” (renovation), which implied a fast transition from a centrally-planned subsidized economy to a market economy. Far-reaching economic reforms have been initiated and have gained additional momentum in the context of WTO accession in 2006. Private enterprises have since seen a tremendous increase and are becoming a driving force for economic development.
Subsequently, the state is no longer able to retain its former role as the main player in economic development and a top-down decision maker, but has to look for adequate ways of interaction and cooperation with the emerging sectors of a rapidly changing society. The role of associations in society has therefore undergone profound change during the last decade.
The year 2002 marked a milestone in recognizing the role of associations in the policy advocacy process, when the Prime Minister issued Decision 22/2002/QD-TTG
, which entitled the Vietnam Union of Science and Technology Associations (VUSTA) to advise, criticize and examine policies, programs and projects related to socio-economic development, education and training, science, technology and the environment. In June 2003 the Prime Minister ratified a Statute of the Vietnam Chamber or Commerce and Industry (VCCI) which encourages the participation of VCCI in the policy-making process, as a national organization “assembling and representing the business community, employers and business associations in Vietnam”.
 The roles of VCCI and other business associations are also asserted by important documents of the Communist Party of Vietnam, such as the Resolution of the 5th Plenum of the 9th Party Central Committee which confirms the role of VCCI and other business associations in the development of the economy.
 The consultation of VCCI with regard to law and policy making is today mandatory in all areas in which the interests of the business community are affected. 
On 30 July 2003, Decree 88, which governs all political, social and economic associations, was issued; it covers specific procedures and regulations on the establishment and functioning of associations. Ever since a “mushrooming” of business associations has taken place without any umbrella association at national level to act as a catalyst in policy advocacy or other matters.
Although the regulatory framework which permits an active and constructive interaction between the public and private sector seems to be in place, the implementation of public-private dialogue leaves much to be desired. This was even more so in 2005, when the MPI-GTZ SME Development Programme started its interventions in the area of Public Private Dialogue. There was still considerable mistrust between the public and the private sector and the public sector regards the private sector rather as a beneficiary or target of their development policy than an equal partner in the development of policies and strategies. Public Private Dialogue was therefore usually a top-down monologue by state entities in which the business community was a “recipient of information” rather than a partner in a constructive discussion in which different points of view and options are discussed and conclusions are reached. Consultation on new laws or regulations took mostly place in written form, with the draft of the law being sent out to business associations with a request to submit suggested changes and amendments on short notice. 

However, considering the dire need for further reforms of the business environment in the course of WTO accession, the pending reform of the Enterprise and Investment Law (EL) presented a good opportunity to implement Public Private Dialogue, based on an imminent need of the public and private sector to achieve a timely revision of the law. The strategy of SMEDP was therefore to start with PPD in the context of the Enterprise and Investment Law and afterwards initiate a roll-out of PPD to the Provincial level, because shortcomings are even more pronounced at this level, due to the extreme weaknesses of business associations at this level in general and in policy advocacy in particular.
This inclusion of business associations and other stakeholders of the society in the law-making process have been reinforced further by the new Law on Lawmaking, which was adopted in 2008 and makes public consultation by the means of regulatory impact assessment mandatory in any law-making process. 
2.  Objectives

Following the logic of the above mentioned two-pronged approach the objectives of the introduction of Public Private Dialogue were the following:

Strengthening business associations and state entities to engage in policy advocacy on a basis of mutual trust, hereby: (i) improving the quality of laws and regulations when they are made; (ii) improving the implementation of laws and regulation at provincial level; (iii) It should be noticed that the focus of SMEDP was not on PPD as such. Rather than introducing PPD as a stand-alone instrument, it was included in the “mix of instruments” selected by SMEDP to improve governance in the area of private sector development
. The efforts to introduce and institutionalize PPD were, especially at provincial level, strongly interconnected with other instruments such as The Provincial competitiveness index, Regulatory Impact Assessment,  and the BusinessPortal
 (see also 3.) 
3. Structure, process, milestones and status of the partnership to date

The process supported by SMEDP started at the national level in the context of the development of the joint Enterprise and Investment Law. It was agreed that GTZ would support the facilitation of the PPD process working with key national institutions involved in drafting the laws and subordinate regulations which guide the implementation of the laws – the Central Institute of Economic Management (CIEM), the Prime Minister’s Research Commission (PMRC), the Vietnam Chamber of Commerce and Industry (VCCI), and the Ministry of Finance. This included, amongst others, PPD with international Business Associations such as EuroCham. The intervention by GTZ was aimed at improving these dialogues in terms of methodology, content, structure and follow-up, it furthermore provided consultancy on the introduction of regulatory impact assessment as a general tool in the law-making process. A technique called business impact test panels (BIT) was also introduced. In the format of consultation workshops, BIT was conducted in all major cities in Vietnam, involving nearly two hundred participants and the press. The role of the press was of crucial importance to raise awareness on the contents of the law and the PPD process as a tool for better governance.
Figure 1: Process of PPD at national and provincial level
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Following the positive experience of the introduction of PPD at national level, GTZ, together with VCCI, concentrated on the roll out of PPD to the provincial level. The efforts at provincial level were mostly linked to the Provincial Competitiveness Index (PCI), a tool developed by VCCI in cooperation with the Vietnam Competitiveness Initiative (USAID funded Project), which measures the performance of local governance in the area of private sector development
. Based on the results of the PCI the 4 pilot provinces of SMEDP used PPD as an instrument to discuss their performance and develop action plans for improvement of local governance. 
In the beginning this process was led by the Departments of Planning and Investment (DPI) and the Provincial People’s Committees; it was accompanied by the introduction of the interactive PPD methodology, facilitation of the PPD meeting itself by national consultants and the provision of technical inputs according to the provincial demands. Emphasis was given to capacity building for the public and private partners - and especially for Business Associations - involved in the PPD, in order for them to be able to steer the process in the future. VCCI and GTZ also developed a guideline for PPD at provincial level and organized a special training for provincial business associations jointly with a private consulting company. Topics of PPD at this level are mainly related to the implementation of laws and regulations. The BusinessPortal, which is a tool to improve business registration procedures and increase transparency, was used to publish the questions by the business community as well as the answers of the respective government agencies. Monitoring/follow up is also done by the business associations.
4. Results 
Several results have been achieved. The most important of them are resumed below:

· Awareness about the tangible and intangible benefits of PPD has been significantly increased among national and provincial leaders. As a result, leaders in the public sector at all levels have become more proactive in engaging in dialogue with the business community and the trust between the too sides has improved.
· Since the introduction of PPD during the drafting process for the EL, PPD has been frequently applied at national level in the context of other laws (e.g. Bankruptcy Law). Results of policy dialogues at national level are often documented into a formal appeal from the business community, and are more frequently taken into account by the government authorities and those agencies in the public sector. 
· As stipulated in the revised Law for Lawmaking, which was passed in mid 2008, Regulatory Impact Assessment, taking into consideration the interests of the business community, is now a mandatory tool to be applied in any lawmaking process.
· In several provinces interactive PPD, with the Business Associations assuming the lead as policy advocates, has been established as a regular mechanism linked to PCI, with enhanced capacity regarding content and methodology on both sides. 

· Domestic business associations have become bolder and more professional in raising their concerns and in organizing policy dialogues with the Governments.  The PPD initiatives at provincial level have also caught the eye of other provinces who are interested in replication of the methodology. 
· A PPD guideline for provincial PPD has been developed and is being promoted by VCC.  Training materials for Business Associations, including PPD, are available and several other business associations as well as private service providers have shown an interest in replication of the training developed.   
5. Challenges

However, considerable challenges still remain. The PPD process at national level and at provincial level have been two parallel processes without much coherence and convergence. That implies that concerns from the provincial level seldom find their way into the national policy or law-making process.

The institutional structure of business associations also hampers this link, as VCCI only has 6 regional offices and business associations from the 63 provinces are not organized under the umbrella of a national federation of associations.   
Due to the only recent emergence of provincial business associations these still have a limited scope and do not regard policy advocacy toward the national level as one of their main objectives.  
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� Decision 22/2002/QD-TTG of the Government (dated 30 January 2002) on the advisory, criticism and social examination activities of the Vietnam Union of Science and Technology Associations.


� Article 1 of the VCCI Statute was approved by the fourth VCCI General Assembly on 27 April 2003 and ratified by Decision 123/2003/TTg of the Prime Minister (dated 12 June 2003).


� The full texts of this resolution and other resolutions are available at the website: � HYPERLINK "http://www.cpv.org.vn" ��www.cpv.org.vn� .


� Description of these instruments can be found at � HYPERLINK "http://www.sme-gtz.org.vn" ��www.sme-gtz.org.vn� 


� See � HYPERLINK "http://www.businessportal.vn" ��www.businessportal.vn� 


� More details about the PPD process can be obtained from the Product Systematization of PPD 


� See www.pcivietnam.org
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