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Abstract 

This paper analyzes the strategic management in SOEs on the basis of a survey of 73 SOEs in Vietnam. The 
findings have shown that very few SOEs have a section in charge of strategic planning; they are more likely to 
make decisions based on the subjective experiences of leaders. Though numerous innovations have been 
recorded in activities of studying business philosophy, mission, objectives of Vietnam’s SOEs, these have still 
not totally escaped from a habit of falling into the old ways of thinking; there have still been many limitations in 
activities of forecasting external environment and external forecasting. The personnel system, despite the 
reforming, restructuring steps being under way, is still very completed at present. Activities of testing, assessing, 
correcting still largely for form’s sake, without clear objectives. From the research findings, the paper proposes 
several solutions in order to improve the performance of strategic management in Vietnam’s SOEs. 
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1. Introduction 

Since 1980s, the private business develops strongly in the global economy. Face to the indispensable tendency of 
improving public management, SOE reform firstly was carried out in Germany and later on gradually multiplied 
all over the world. In 1990s, the term of “administration” in SOEs has been largely and regularly referred to. 
“Administration” in this period was a premise step which laid emphasis on activity of forming operation strategy 
and optimizing social factors to create economic values of SOEs. 

To look back at the Vietnamese economy, after officially stepping out of the period of centrally-planning for 
socialist-oriented market economic development, it still depended too largely on SOEs. During that period, the 
Vietnamese Government concentrated considerably on the process of arranging, renovating, restructuring and 
streamlining the system of SOEs so as to meet the increasing requirements of the economy as well as to be 
strong enough to face the system of private enterprises which was in the process of growing, particularly the 
foreign ones which were penetrating in the Vietnamese market (Do Mai Thanh, 2006; Dang Van My, 2010). 
SOEs have increasing been minimized, from 12,000 enterprises in 1990 down to 6,000 in 2006; and by 2013, 
that was 3,199 (General Statistics Office of Vietnam, 2014). Meanwhile, enterprises have been developing 
rapidly in scope, with the appearance of more and more economic corporations, groups. Several enterprises have 
confirmed their reputations and positions in the market and even triumphed in competition with big foreign 
companies. 

SOEs in Vietnam today contribute over 30% of GDP, employing the workforce and capital. SOEs are popular in 
the areas of public service supply, infrastructure, energy, transportation, telecom… (Nguyen Khuong, 2012). 
These are all the sectors that have substantial effect on a large part of the population and other economic sectors. 
They constitute main tools for the State to carry out policies for stabilizing macroeconomy and coping with 
market fluctuations, especially in the products of economic crises. So, what to do so that SOEs will have a good 
development strategy and make positive contribution to the general economic performance and national 
competitiveness? To meet such pressing needs, the system of SOEs in Vietnam must be possessed of a powerful 
strength, prepared to encounter challenges from competition and crisis. Nevertheless, as internal force of SOEs 
in our country is still low, whilst operating cost high and the performance not as expected. The paper analyzes 
deeply activity of strategic management inform SOEs to give the answers to these questions. 

2. Theoretical Framework of Strategic Management in SOEs 

Chandler defined strategy as “the determination of the basic long-term goals and objects of an enterprise, and the 
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adoption of courses of action and the location of resources for carrying out these goals.” (1962). Porter (1980, 
1990) provided a more general concept: “Strategy is an art of creating competitive advantages”. So, strategic 
management can be construed as a combination of decisions and actions expressed through the results of 
planning, executing and assessing strategies, is designed to achieve long-term objectives of organizations. 

Strategic planning and management in SOEs are closely associated with activities by the Government, and its 
organizational units. According to OECD (Organization for Economic Cooperation and Development, 2005) and 
(EU) (European Commission, 2010), strategy in SOE involves two main contents. The first on is the strategic 
management activities that normally involve identifying mission, vision, enterprise value, internal environment 
and external environment, directed towards long-term activities. Following that are activities of assessing, 
reporting, overseeing activities for strategy implementation. Secondly, the budget plan for strategy 
implementation is identified by analyzing the interrelationship between the objects and the results achieved, the 
indexes for analyzing budget performance used. A strategic plan is successfully created when the management 
and setting up the budget plan for the strategy are reasonable. 

The performance in strategic management depends too largely on the positive role of managers in the agency’s 
strategic orientation activities. This, thus, involves the coordination among sections in strategic implementation 
and management activities. Moreover, strategic planning is not a rigid process which managers must always 
know how to employ flexible ways of managing to achieve the set strategy. Therefore, according to Vinzant and 
Vinzant (1996), strategies in SOEs are usually difficult to employ due to the rigidity of the management 
mechanism. Nevertheless, once strategic management is skillfully applied, this will help increase enterprise 
value and the interests achieved (Nartisa et al., 2012). 

As to an organization, the strategic management process also complies with the principles of the general strategic 
management model in the Figure 1 (David, 2006), but with some specific features as follows: 

 

 
Figure 1. Strategic management model in enterprise 

Source: David (2006). 

  

 Defining strategic objectives, mission, vision 

Unlike in private enterprises, leaders of SOEs fall into the categories appointed, assigned by State agencies. 
Therefore, policy decisions appertaining to SOEs strategic management will partially be related to and 
influenced by State agencies (Thom & Ritz, 2008). In many cases, due to heavy dependence on decisions by the 
State, many enterprises become so chaotic in the process of implementing their enterprise strategies that they 
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Differentiation strategy is very rarely used and most companies do not opt to this mode for the execution of the 
strategy they have selected. 

4.2 Assessing Difficulties and Causes  

Presently, special importance has gradually been attached to strategic management in SOEs, however, this is but 
a beginning step. Assessment of the performance of strategies by SOEs at present has revealed a real state that 
when writing strategic objectives, enterprises do not draw up specific measures to accompany the objectives. The 
objectives of enterprises here more often than not are unclear, with no time for implementation and results 
uncountable and immeasurable. In many cases, it is pointed out by State audit agencies that the objectives set by 
enterprises are too low or are not closely associated with the nature of the mission entrusted to these enterprises. 
Business reports lack usually link between the objectives and results. Many Vietnam SOEs say that they are 
applying some strategy to develop their enterprises. Nevertheless, intrinsically, from employees to leaders, no 
one can tell clearly what kind of strategy their company is applying is, cannot answer how the procedure for an 
enterprise to carry out its strategy is. Strategy here is still very vague, unclear. 

The biggest difference of SOEs in Vietnam compared with non-State owned enterprises lies in the fact that the 
rights and interests of enterprise leader are not linked with the prosperity or failure of such enterprises. Leaders 
are only representatives of the State in administration, management of enterprises. Agencies that lead, manage 
these State-owned enterprises are chiefly State agencies towards enterprises with 100% State capital. In many 
cases, these bodies have the rights to exert direct effects on enterprise policy decisions through administrative 
orders. There are decisions by State agencies biased towards regulating macro-economy, implementing 
socio-economic policies while disregarding the practical interests of enterprises. This is the main cause that leads 
to the fact that SOEs at present can hardly compete with private enterprise in the market. 

Furthermore, leader appointment is usually decided by State agencies. Decision criteria more often than not are 
not dependent on management capacity, business talent of officers but on appointment according to ranks, civil 
service employee appointment under State regulations. This is far different from the selection criteria for leaders 
who make policy decisions in enterprise strategic management activities. Their contributions to the enterprises 
are therefore usually very small. In addition, as these enterprises’ operation objectives are usually included in the 
objectives of macro-economy management of the State, forming a strategic criterion in enterprise management 
activities is normally very difficult. 

5. Implications of the Results 

In recent time, when Vietnam economy is being integrating deeper and deeper into the world economy, SOEs 
constitute an important part in the process of economic development. Therefore, in order to cope with 
competitive pressures from the private sector as well as from foreign enterprises, several recommendations are 
proposed in order to improve strategic management capacity in SOEs as follows: 

For State management agencies, firstly, they should be well aware of the role of strategic management activities 
in the enterprise operating process. From that, there should be restrictions on decisions in the political nature that 
directly affect enterprise development. Secondly, in the issue of leader appointment of SOEs, State agencies 
should look for talented, dutiful people with firm knowledge about corporate management so as to indirectly 
impact the strategic management activities of that enterprise. Thirdly, State agencies should also be active in 
propagandizing about the impact of strategic management on enterprises; hold training, refresher training 
courses for enterprise leaders; restructure organization model, mode of operation of enterprises to conform to 
international standards. 

For SOEs themselves, firstly, they should attach special importance to building initial strategy, with identifying 
specific objectives, vision, mission on a long term basis, rather than restricted to planning on a medium or 
short-term basis as before. Operation objectives should be split into specific parts, with a fixed time for fulfilling 
such objectives. So, only by doing so can enterprise have specific orientation towards making action plans to 
achieve the objectives.  

Secondly, a great attention should be paid to building or restructuring the strategic management system. This 
system involves building organizational structure, policies, regulations, processes, operations; defining clearly 
specific duties, functions of each department, section; linking personal responsibility with work quality and 
executor’s interests. Also, as strategy is a long process, enterprises should always be flexible in particular 
circumstances when determining clearly that their strategy is being misdirected compared with the tempo of 
development of the economy.  

Thirdly, a sufficient database should be built with the lines of business related to the enterprise. In this way, the 
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enterprise activities of economic forecasting as well as analyzing competitors will be more reliable and the 
research findings will probably be used. If the enterprise finds collecting information difficult or its data source 
insufficient, it should consider employing consultant experts with lots of experience in strategic planning to 
ensure strategic planning is being in the right direction. 

Fourthly, SOEs should always identify its strengths and weaknesses so as to find out the best operation direction. 
To have a good grasp of its operations to carry out suitable business strategies shall be a prerequisite leading to 
success of the enterprise.  

Fifthly, they should have a system for controlling, assessing work quality in a specific manner. Any operation 
process needs to be assessed to withdraw experience and to improve and make management suitable. The 
enterprise may employ methods of assessing like Balanced Scorecard (BSC) or establishing helps the enterprise 
realize the effectiveness of its strategic management activities. 

Sixthly, they should develop qualified human resources. Any enterprise wishing to develop, apart from a good 
operation orientation, it also needs human resources that can satisfy the requirements. Therefore, SOEs should 
have a roadmap for recruiting, training its staff in an intrinsic manner. Human resource development must meet 
the changes in science and technology and conditions of economic integration, especially since Vietnam 
succeeded in signing the Trans-Pacific Partnership (TPP) trade agreement. Good, professional staff, leader with a 
general view on strategies will enable the enterprise to cope with challenges and can compete with non-State 
owned enterprises in the market as well. 

6. Concluding Remarks  

In any stage, any period, strategic management is also indispensable in the existence and development process of 
enterprises. Correct strategic models will impulse that enterprise to create a panoramic picture of the modes, 
methods that the enterprise should carry out to make success. Presently, with the rapid development of science 
and technology, the boom in information with unexpected factors in the world economy, business strategic 
planning is extremely important. Particularly on October 5, 2015 recently, Vietnam concluded the Trans-Pacific 
Partnership (TPP) trade agreement, Vietnam’s enterprises will have to be confronted with the very drastic 
competition from foreign enterprises. Vietnam’s SOEs, with the State’s previous protection, should have 
operation orientations and build its operation strategy in a specific manner so as to face big changes. 

To propose strategy for an enterprise is not an easy job to do; it is a long-term research process of administrators. 
A good strategy must conform to the actual operation situation of hat SOE; the important thing is that the 
enterprise’s resources must be suitable for the needs of strategic management activities. Therefore, SOEs must 
always be able to regulate the link between strategic objectives and personnel structure. State and its 
management agencies thus should have an overview so as to provide proper and strategies. As Vietnam’s SOEs 
are in the process of integrating into the world economy, enterprises should propose correct policies, create 
suitable strategies so as to subsist and develop in the present period. 
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