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Still not fully supportive of private investment

The Common Investment Law (CIL) is one of the two critical business
laws (together with the Unified Enterprise Law) being drafted with the
goal of spurring the development of local private sector and further
attracting foreign investment. The CIL will replace both the Law for
Domestic Investment Promotion and the Foreign Investment Law (FIL),
with the goal of creating a unified legal framework for investment in
Vietnam. It is anticipated that the draft law will be submitted to the
National Assembly later this year.This bulletin identifies some of the

Creating a uniform legal
framework for investment activity

One of the most important
commitments Vietnam has made to
accelerate the country's bid for
closer international integration,
including WTO membership, is to
remove discrimination between
investors based on ownership
origins. To date, a number of reforms
have been enacted, including
removing: i) the dual pricing regime
for key inputs; ii) compulsory
requirements on
importing/exporting, or domestic
content; and iii) restrictions on
technology transfer and hiring
employees. These efforts, though
significant, have not completely
levelled the playing field for
domestic and foreign investors, as a
fundamental difference between
those two groups remains
embedded within the current legal
framework—while foreign investors
must obtain an investment license,
which strictly defines the scope of
their operations in Vietnam (under
the Foreign Investment Law),
domestic investors can operate
more freely in any sectors not

prohibited or restricted by law.. The
new CIL, however, will be applied to
both domestic and foreign
investment activities alike, thus
unifying the legal framework for
investmentin Vietnam.
More freedom for foreign
investors

Under the current FIL, the
investment licenses issued to
foreign investors strictly limit the
scope of their activities. The new CIL
will eliminate most of these
limitations, giving foreign investors
the same kinds of rights that
domestic investors already
enjoy—the right to decide where to
invest, under what legal forms, and
how to mobilize capital.
Furthermore, the CIL will allow
foreign investors to conduct
business in all sectors not prohibited
orrestricted by the law, as defined in
a 'negative list' and 'restricted list'.'
The new law will also allow foreign
investors to register their activities in
multiple business lines, with the
freedom to choose the most
appropriate legal form for their
enterprise.  They will also be
allowed to conduct indirect
investment in company shares,

(1)A'negative list' is a list of prohibited sectors and a 'restricted list' identifies those sectors where
people may invest if they satisfy certain conditions. These replace a 'positive list' which states

those sectors where investmentis permitted.

(2) The draft law groups domestic investment into four categories - ordinary, conditional ordinary,

important and nationally important.

(3) FIAS/MPDF, Investment Incentives and investor protection in Vietnam: Opportunities for

Less favorable conditions for
domestic investors

The most current draft of the new
CIL creates new definitions of types
of investment,” and requires
additional registration and licensing
procedures that, to date, have not
existed for domestic investors. In
addition to registering their company
under the Enterprise Law, domestic
investors will now need to register
any new investment project.
Moreover, any investment with a
value over VND 5 billion in the
“ordinary” projects category will
need a registration certificate;
investment projects falling under
any of the other three categories will
need to be appraised before an
investmentlicense is granted.

In the debate on the CIL in the last
few months, this is the biggest issue
of concern among the local business
community. Questions revolve
around the lack of clarity behind the
definitions of the various types of
investment. In addition, investors
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This bulletin is published with support from the
Mekong Private Sector Development Facility (MPDF), a
multi-donor funded initiative managed by the
International Finance Corporation (IFC), the private-
sector arm of the World Bank Group.

The “Business Issues Bulletin” provides those
interested in business issues with a short summary and
analysis of a particular topic affecting the business
environment in Vietnam, and exposure to different
opinions held by various stakeholders on the topic.

The statements and opinions presented here are
only meant to provide additional reference material and
do not reflect official opinion of the Vietnam Chamber of
Commerce and Industry (VCCI) or the Mekong Private
Sector Development Facility (MPDF)/IFC.

Readers are welcome to copy and distribute the
information contained in this bulletin provided
acknowledgement is given to VCCI/MPDF as the source.




