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Figure 3.8: Proactivity Sub-Index 2009 
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Business Support Services

Our conversations with provincial leaders,
entrepreneurs, heads of business associations, and
researchers led us to believe that this sub-index
required the most drastic alterations.

Although all experts agree that business support
services are critical for the success of business
operations, our index inadvertently gave an
advantage to support services that were provided
by provincial authorities as opposed to those that
were supplied by private and nongovernment actors.
When the PCI was first conceptualized at the
beginning of the decade, this decision made sense.
Private providers of business services, such as
consultancies, accounting firms, strategic advisors, and
lawyers, were only in their infancy, operating primarily
in the country’s two biggest cities. There was little
evidence that businesses in provinces outside of Ha
Noi and HCMC had access to business services. The
paucity represented a market failure that we deemed
could be filled by provincial agencies. 36

There was always some risk to the incentive
created by this index, but the current business
climate is dramatically different now. Nearly 4,000
private business service providers, including
consulting firms, accountants, and law firms, operate
throughout the country. They are still predominantly
concentrated in large cities, but nearly every
province now has some local operations and
providers from Ha Noi and HCMC offer services
across provincial borders. 

Because of the vast array of opportunities for
access to private service, it no longer makes sense
to focus on government provision of services. In
fact, such a focus may even be damaging, as
government services may crowd out the
opportunities for private vendors. Private providers
can simply not compete against free services
offered by local agencies. A number of very

successful provinces, such as Binh Duong, no longer
provide state-funded services but have instead
focused on creating a hospitable environment for
private service providers to operate. In past
iterations of the PCI, this very positive development
was not appropriately rewarded. Active private
sector participation in business services and robust
competition among these providers will lead to
higher-quality products that will be sustainable over
the long term.

A second issue with our previous assessment of
business services was a minor methodological
refinement. Our primary indicators in this sub-index
were derived from a question asking business
managers to rank the quality of various business
services in their province on a five-point likert scale.
At the time, we chose not to discriminate
between businesses that had used the services
and those that had not. Our reasoning behind this
choice was that perceptions of service quality may
have actually contributed to a firm’s decision not
to use the local services. 

Thus, our measures of business services were not
actually capturing perceptions of particular service,
but instead capturing a general feeling about overall
encouragement of the private sector in the
province. This is a very interesting aspect of
governance and is certainly important for business
success, but does not provide the type of actionable
policy information that provincial leaders need.

This year we replaced the general perceptions
questions with a series of three questions for five
separate business services: 1) business information
search services; 2) consulting on regulatory
information; 3) business match-making; 4) trade
promotion; and 5) technology information and
training. The three questions were:

• In the last year, did you use a particular
business service?

• If so, was the provider a public agency or a
private operator?

• Do you intend to use this service again in
the future?

35.     Nguyen Van Lan and Nguyen Phuong Quynh Trang. 2004.
Management Consulting: An Emerging Business Service for the Private
Sector in Vietnam. Private Sector Development Papers No. 15. Ha Noi:
International Financial Corporation.
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Together, the three questions give us more reliable
information than in previous services. The first
question lets us know how many operations are
actually taking advantage of business services.
Second, we know whether the service was
provided by a private operation—a development
that should be encouraged. Finally and most
importantly, the third question provides a measure
of quality that is based not on an abstract
assessment. Instead it offers a concrete assessment
of the firm’s revealed preference for the quality of

the service based on its actions. The saying goes,
“Actions speak louder than words.” Thus, an owner’s
decision to re-use a business service is a far
stronger indicator of its quality than a ranking on a
five-point scale. 

In the newest iteration of this sub-index, we use
these three measures along with hard data on trade
fairs and numbers of private service providers to
create our three dimensions of Business Support
Services: 1) usage; 2) private provision; 3) quality.

Data provided
by Viet Trade of
the Ministry of

Trade

Tax Authority
2009

(Author's
Calculation)

PCI Survey
Question:

E7.11

PCI Survey
Question:

E7.13

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

0

0

6

NA

0

0

12

0.18

0

2.25

80

0.62*

0

1

3529

NA

0

6

20

0.42*

0

5

3114

0.87*

29.90%

60.36%

79.81%

NA

20.59%

38.81%

58.82%

NA

5.56%

16.44%

24.81%

NA

Indicator Source 
(2009 Survey)

Measure 20062005 2007 2008 2009

Trade fairs held by
province in previous
year and registered for
present year.**

Number of private
providers of business
services in province.**

Firm has used business
information search
services. (%) NEW
INDICATOR

Firm intends to use
above service provider
again for business
information search
services. (%) NEW
INDICATOR

PCI Survey
Question: E7.12

Firm used private
provider for above
business information
search services. (%)
NEW INDICATOR

Table 3.8: Comparison of Business Support Services (2006–2009) 
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PCI Survey
Question:

E7.21

PCI Survey
Question:

E7.32

PCI Survey
Question:

E7.23

PCI Survey
Question:

E7.42

PCI Survey
Question:

E7.43

PCI Survey
Question:

E7.51

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

30.34%

62.50%

77.42%

NA

3.03%

16.95%

43.18%

NA

3.17%

14.38%

22.31%

NA

25.29%

53.40%

73.12%

NA

25.00%

44.12%

70.21%

NA

4.76%

12.68%

21.64%

NA

19.48%

45.45%

72.62%

NA

Indicator Source 
(2009 Survey)

Measure 20062005 2007 2008 2009

Firm has used
consulting on
regulatory information.
(%) NEW
INDICATOR

Firm used private
provider for consulting
on regulatory
information. (%) NEW
INDICATOR

Firm intends to use
above service provider
again for consulting on
regulatory information.
(%) NEW INDICATOR

Firm used private
provider for business
match-making services.
(%) NEW INDICATOR

Firm intends to use
above service provider
again for business
match-making services.
(%) NEW INDICATOR

Firm has used trade
promotion services. (%)
NEW INDICATOR

PCI Survey
Question: E7.41

Firm has used business
match-making services.
(%) NEW INDICATOR
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PCI Survey
Question:

E7.52

PCI Survey
Question:

E7.53

PCI Survey
Question:

E7.61

PCI Survey
Question:

E7.63

PCI Survey
Question: E1.4

PCI Survey
Question:

E1.10

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

30.43

49.72

64.89

0.17

24.49

48.05

60.94

0.18

0

21.99

41.54

0

13.36

26.19

23.52

44.19

66.93

0.18

15

31.52

62.96

0.46*

8.16

20

34.86

0.67*

1.4

11.59

30

0.69*

4.44%

18.00%

38.42%

NA

1.59%

7.89%

17.46%

NA

25.33%

50.00%

73.49%

NA

17.65%

38.60%

65.85%

NA

3.17%

10.71%

17.46%

NA

DROPPED

DROPPED

Indicator Source 
(2009 Survey)

Measure 20062005 2007 2008 2009

Firm used private
provider for trade
promotion services. (%)
NEW INDICATOR

Firm intends to use
above service provider
again for trade
promotion services. (%)
NEW INDICATOR

Firm has used
technology-related
services. (%) 
NEW INDICATOR

Firm intends to use
above service provider
again for technology
related services. (%)
NEW INDICATOR

Services provided by
provincial agencies:
provision of market
information. (% Very
Good or Good)

Services provided by
provincial agencies:
match-making for
business partners. (%
Very Good or Good).

PCI Survey
Question: E7.62

Firm used private
provider for
technology-related
services. (%) NEW
INDICATOR
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PCI Survey
Question:

E1.14

PCI Survey
Question:

E1.17

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

27.03

50.68

79.03

NA

11.91

45.8

81.36

NA

18.92

41.73

72.34

NA

29.17

56.22

79.55

0.76*

6.67

50.84

83.48

0.84*

14.29

43.88

79.55

0.32*

1.37

20.69

48.84

3.07

23.87

72.89

0.84*

4.28

15.87

48.76

0.82*

DROPPED

DROPPED

DROPPED

Indicator Source 
(2009 Survey)

Measure 20062005 2007 2008 2009

Services provided by
provincial agencies:
export promotion and
trade fairs. (% Very
Good or Good).

Services provided by
provincial agencies:
industrial zones and small
and medium-sized
enterprise concentrations.
(% Very Good or Good).

PCI Survey
Question: E.15

Services provided by
provincial agencies:
technology and
technology-related
services. (% Very
Good or Good).

Notes: * Significant at 5% level; NA = not applicable. All values are at the provincial level. 2005 data only include 42 provinces and do not include
the full set of indicators used in subsequent years. Because the maximum value recorded in HCMC is an outlier on both of these variables
(over two standard deviations greater than the mean value), lower values of 10 and 100, the number scored by the second highest
province, were used to standardize the sub-index scores.
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Figure 3.9: Business Support Services Sub-Index 2009 

Notes: Use of business support services measures access to services in the province; private business support services measures the participation
of private providers; quality measures whether firms will use the services again. All three receive equal weight in the final index. 



83THE VIETNAM PROVINCIAL COMPETITIVENESS INDEX 2009

Labor Policy

Labor policy also underwent a number of
alterations this year. As with Business Support
Services, we replaced general perceptions of labor
exchange services with our three-question series on
usage, private provision, and quality (intention to re-
use). 

We also added a measure of the costs that
individual businesses spend on labor training as a
percentage of annual revenue. This provides a
measure of the direct costs imposed on local
operators by having to supplement training of
workers due to an insufficient general skill-base.
Different sectors, levels of sophistication, size,
competition for labor, and average provincial wages
also drive labor training costs, so we regressed the
training costs reported by firms on these on these
variables and saved the regression’s residual. The
residual represents the cost of labor training not
explained by these baseline determinants. 

More importantly, however, we drastically improved
our use of hard data in this index. Over the years,
many provinces have complained that simply
counting the number of vocational training schools
in a province was misleading, privileging the quantity
of training buildings over the actual quality of
training provided. Other provinces (particularly
HCMC and Dong Nai) argued that only counting
vocational training schools under-estimated the

value of education provided by their universities and
colleges, which also offered training in a range of
applications that were useful to businesses,
particularly in the skill-sets that were most valued
by entrepreneurs (engineering, finance, and
management). 

This year, thanks to a range of new data available on
educational quality in Vietnam, we have drastically
supplemented our measures. First, we added an
indicator of the scope of labor training facilities in
the province. This included the total number of
post-secondary educational establishments
(university, college, vocation) per capita and a
measure of the percentage of districts in the
province with local vocal training facilities for their
constituencies. Second, we assessed overall labor
quality with two variables drawn directly from
recent labor force services: 1) the percentage of
secondary school graduates, and 2) the ratio of
vocational training school graduates to laborers with
no formal education after primary school. HCMC
and Danang topped this second list with ratios of
0.29 and 0.17 respectively. Finally, we anchored the
survey information on private provision of
vocational training with a hard data measure of
private providers in the province drawn from the
General Department of Vocational Training. BRVT
(71 percent) and Dong Nai (66 percent) topped
this final list. Many provinces, however, did not have
a single private vocational school.

PCI Survey
Question: E1.7

PCI Survey
Question: E1.8

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

51.51

73.29

87.34

0.21

24

55.9

79.49

0.66*

7.43

19.16

35.52

NA

31.25

55.43

73.17

NA

17.71

35.20

58.90

0.61*

6.25

19.81

46.28

0.78*

22.08

45.45

68.93

0.76*

10.25

27.11

48.51

0.57*

Indicator Source 
(2009 Survey)

Measure 20072006 2008 2009

Services provided by
provincial agencies:
general education. (%
Very Good or Good)

Services provided by
provincial agencies:
labor vocational
training. (% Very Good
or Good)

Table 3.9: Comparison of Labor Policy (2006–2009) 
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Ministry of Labor,
Invalids and Social
Affairs: General

Labor
Department

PCI Survey
Question:

E7.31

PCI Survey
Question:

E7.32

PCI Survey Question:
E9 (Data is the residual
after regressing labor
costs on firm type,

sector, size, number of
enterprises in province,
average industrial wage

in province.)

Ministry of
Labor, Invalids

and Social
Affairs:

General Labor
Department

General
Department
of Vocational

Training

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

0

0.136

0.683

NA

0.00

0.17

0.62

0.39*

0.00

0.17

0.70

0.87*

15.65%

33.33%

47.13%

NA

25.53%

40.43%

75.61%

NA

8.51%

27.78%

42.86%

NA

0.00

1

2.5

NA

0.76

1.97

5.99

NA

0.00

0.36

1.17

NA

Indicator Source 
(2009 Survey)

Measure 2006 2007 2008 2009

Number of labor
exchange bureaus per
100,000 citizens.

Firm has used labor
exchange services. (%)
NEW INDICATOR

Firm used private
provider for above
labor exchange
services. (%) NEW
INDICATOR

Percentage of total
business costs spent
on labor training.
NEW INDICATOR

Total training institutions
(universities, secondary
schools, vocational
training centers) per
100,000 citizens. NEW
INDICATOR

Number of district-
level vocational
training centers per
district in province.
NEW INDICATOR

PCI Survey
Question: E7.33

Firm intends to use
above service provider
again for labor
exchange services. (%)
NEW INDICATOR
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General
Department of

Vocational
Training

Ministry of
Labor, Invalids

and Social
Affairs:

General Labor
Department

General
Statistical

Office

PCI Survey
Question:

E1.13

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

0.103

0.705

2.09

NA

16.67

48.62

74.68

NA

0.14

0.81

2.19

0.92*

21.88

49.43

78.05

0.76*

0.09

0.79

2.05

0.87*

4.84

16.56

41.79

0.78*

0.00%

16.67%

62.50%

NA

1.42%

5.45%

29.02%

NA

4.4%

10.3%

30.2%

NA

DROPPED

DROPPED

Indicator Source 
(2009 Survey)

Measure 2006 2007 2008 2009

Percentage of vocational
training institutes in
province that are run by
private entities. NEW
INDICATOR

Vocational training
school
graduates/untrained
laborers. NEW
INDICATOR

Secondary school
graduates. (% of
workforce) NEW
INDICATOR

Services provided by
provincial agencies:
labor exchange
services. (% Very
Good or Good)

General
Department of

Vocational
Training

Number of locally
managed vocational
schools per 100,000
citizens.

Notes: * Significant at 5% level; NA = not applicable. All values are at the provincial level. Labor sub-index did not exist in 2005.



86 THE VIETNAM PROVINCIAL COMPETITIVENESS INDEX 2009

Figure 3.10: Labor Policy Sub-Index 2009 

Recruitment of labor measures the difficulties and costs of finding new employees; labor training gauges the quality of labor training facilities in the
province (both general and vocational); labor quality measures the quality of individual employees. All three receive equal weight in the final index.
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Legal Institutions

The Legal Institutions sub-index was enhanced to
capture the process of actually filing a case at a
Provincial People’s Court. In the past, we measured
respondents’ faith in the judicial system, but did not
possess very useful metrics on the actual process of
filing a court case. From a province’s perspective,
improving process is a more reasonable first step
for improving legal institutions than trying to instill
general confidence, which could be a longer-term
endeavor. In fact, improving the process of judicial
proceeding may actually be a useful first step at
enhancing long-term confidence. The less expensive
and cumbersome it is to file a case, the more likely
it is that firms will do so when faced with difficult
contract disputes. This year, we added three new

measures to provide insight into the comparative
logistics of filing cases across provinces. 

First, we asked firms whether they had used courts
to resolve a contractual dispute. If they had, we
then asked how long it took to resolve their case
and how expensive the procedures were in terms
of formal and informal fees.37 These new indicators
were compiled into a new dimension of legal
institutions called Process of Legal Cases.

Because we already have a measure of how often
firms used provincial courts, we were able to drop
our more complicated measure of “use of legal
institutions as a mode of dispute resolution.”

37.    We also asked about whether the court’s decision was enforced, but
too few firms responded to allow for valid analysis.

PCI Survey
Question: G6

PCI Survey
Question: G5

People's
Supreme
Court

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

7.44%

19.16%

35.53%

NA

50.00%

69.42%

82.14%

NA

0

0.41

9.49

0.00

50.00

100.00

NA

17.70%

28.80%

41.41%

-0.24

53.57%

66.11%

77.55%

0.50*

0

0.58

8.12

0.66*

0.00

50.00

100.00

0.38*

17.22%

27.31%

42.53%

0.48*

55.05%

67.00%

78.23%

0.40*

0

1.29

6.97

0.32*

0.00

65.48

100.00

0.05

13.04%

25.17%

43.94%

0.38*

45.63%

62.32%

75.76%

0.29*

0

3.05

35.64

0.84*

0.00

72.41

100.00

0.41*

Indicator Source 
(2009 Survey)

Measure 2006 2007 2008 2009

Legal system provided
mechanism for firms to
appeal officials’ corrupt
behavior. (% Always or
Usually)

Firm confident that
legal system will
uphold property rights
and contracts.
(%Strongly Agree or
Agree)

Cases filed by non-
state entities at
Provincial Economic
Court per 100 firms.

People's
Supreme Court

Non-state claimants as
a percentage of
claimants at Provincial
Economic Court.
NEW INDICATOR

Table 3.10: Comparison of Legal Institutions (2006–2009) 
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General
Department of

Vocational
Training

Ministry of
Labor, Invalids

and Social
Affairs:

General Labor
Department

General
Statistical

Office

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

Min

Median

Max

Correlation
w/Previous Year

47.51

94.82

208.87

30.58

64.4

138.89

0.56*

13.33

46.13

82.88

0.38*

4.76%

23.33%

44.83%

NA

1.00

6.00

19.71

NA

3.09

12.21

60.00

NA

DROPPED

Indicator Source 
(2009 Survey)

Measure 2006 2007 2008 2009

Business used courts or
other legal institutions
to resolve disputes. (%)
NEW INDICATOR

Median days to resolve
court cases. NEW
INDICATOR

Median formal and
informal costs as a
percentage of case.
NEW INDICATOR

PCI Survey 2008:
Questions F10:

[6*F10.1(if Court)
+ 4*F10.2(if Court)
+ 2*F10.3(if Court)

+ 3*F10.1(if
Provincial

Gov.)+2*F10.2(if
Provincial

Gov.)+1*F10.3(if
Provincial Gov.)]

Use of legal
institutions as primary
modes of dispute
resolution.

Notes: * Significant at 5% level; NA = not applicable. All values are at the provincial level. Legal sub-index did not exist in 2005.
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Figure 3.11: Legal Institutions Sub-Index 2009

Notes: Confidence in legal institutions measures firm perceptions of the level of protection afforded by provincial courts; process of legal cases
probes the costs and waiting periods of actually filing a case; hard data measures the actual use of provincial courts by private businesses.
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Changing the Weighting Strategy
Although we were satisfied from a technical
standpoint with the use of factor analysis to derive
the weights, a number of readers found the strategy
opaque. Factor scores, unlike regression coefficients,
cannot be directly interpreted and understood in
units of the outcome variables that provincial officials
care about. 

This year we moved to a weighting strategy that is
very similar in its motivation but uses an approach
that is more intuitive. Once again, we selected three
outcome variables that are critically important for
monitoring private sector development (private
enterprises per 1,000 citizens, investment per capita,
and profit per enterprise). We regressed these on
each sub-index, controlling for structural factors
(population density, surface area, distance from Ha
Noi or HCMC in kilometers), infrastructure
(measured by the percentage of paved road in the
province), and dummy (dichotomous) variables for
the seven regions of Vietnam. 

Using regional dummy variables enables us to hold
cultural, socioeconomic, and structural factors that
are region-specific constant, so we can focus just on
the differences in governance among provinces. In
essence, we are able to remove the variance in
private sector outcomes accounted for by the unique
difficulties faced by provinces in Northwest Vietnam
and Mekong Delta, as well as the special advantages
of provinces in the North Southeast. This allows us to
isolate the size of the relationship we care about
most—the direct association between each sub-
index of governance quality and our outcome
variables. The t-values from these regressions (see
Table 1.3) were taken for each sub-index (Columns
1, 3, 5). Using the size of the t-value is an intuitive
substitute for the factor scores because it includes
the size of the substantive effect (measured by the
regression coefficient) but standardized by the
variance around that point prediction (as measured
by the standard error). As a result, sub-indices that
receive higher weights are those that have large and
statistically significant correlations with the three
outcome variables. 

For instance, all else equal, a one-unit improvement in
transparency is associated with a 13 percent
improvement in the number of enterprises per
10,000 citizens, a 17 percent improvement in
investment per capita, and a 62 million VND increase

in profit per enterprise. All of these point predictions
are statistically significant at the 0.1 level or above,
indicating that the correlations are not spurious and
that we can be fairly confident that if we were to
repeat the PCI exercise again, we would receive very
similar results. By contrast, the substantive impact in
the improvement of land is not statistically different
from zero, indicating that access to land, while
important for national development, is not a
significant determinant of the differential variance in
business performance among provinces. It is
important to note that a one-unit change in each
sub-index is directly comparable, because all sub-
indices are scaled from 1 to 10 and, therefore, a one-
unit shift represents a 10 percent improvement in
the score.

Using t-values in this manner eliminates one possible
concern. It is possible that a particular sub-index may
have a large coefficient that is not statistically
significant because the standard error around the
prediction is quite large. Large standard errors result
from a variety of factors, including measurement
error, outliers, and omitted variable bias. When a
coefficient is big, but a standard error is also large, it is
important to be careful about inferring too much
from that regression result. The relationship may
simply be accidental; repeated samples of businesses
in Vietnam would reveal vastly different substantive
effects. By using the t-value, we take the size of the
coefficient net of the standard error and, therefore,
eliminate the possibility that accidental correlations
drive our weightings.

Table 3.11 demonstrates how we took the individual
t-values for each sub-index, summed them up, and
calculated the share of statistically significant variance
in a particular outcome variables accounted for by a
one-unit change in each sub-index. Because
transparency and labor have the largest coefficients in
the regressions for enterprises per capita, they
account for the largest share. Columns 2, 4, and 6
show that different sub-indices are relatively more or
less important for each outcome variable. Finally, we
calculated the average share of t-values for each
regression (Column 7). This number is rounded to
serve as the weight in the final PCI.38

38.     Before employing the new method, we replicated all findings with
the old weighting method. After we were convinced that the
approach did not significantly alter the final index, we decided to
make the change.



91THE VIETNAM PROVINCIAL COMPETITIVENESS INDEX 2009

Ta
bl

e 
3.

11
: E

xp
an

at
io

n 
of

 A
pp

ro
ac

h 
to

 S
ub

-In
de

x W
ei

gh
tin

g

1
En

tr
y

2
La

nd

3
Tr

an
sp

ar
en

cy

4
Ti

m
e

5
In

fo
rm

al
 C

ha
rg

es

7
Pr

oa
ct

iv
ity

8
BS

S

9
La

bo
r

10
Le

ga
l

R
es

po
ns

e 
D

at
e

14
.7

9%

-0
.0

8%

24
.7

8%

10
.6

9%

4.
02

%

2.
59

%

19
.2

1%

28
.6

1%

-4
.6

1%

10
0%

Sh
ar

e

(2
)

1.
80

-0
.0

1

3.
01

1.
30

0.
49

0.
31

2.
33

3.
48

-0
.5

6

12
.1

5

T-
Va

lu
e

(1
)

E
nt

er
pr

is
es

 p
er

 C
ap

it
a

In
ve

st
m

en
t 

pe
r 

C
ap

it
a

P
ro

fit
 p

er
 E

nt
er

pr
is

e
F

in
al

 W
ei

gh
t

Sh
ar

e

(4
)

T-
Va

lu
e

(3
)

Sh
ar

e

(6
)

A
ve

ra
ge

 S
ha

re

(7
)

T-
Va

lu
e

(5
)

2.
13

0.
39

1.
94

2.
94

1.
68

2.
34

2.
25

4.
07

1.
24

18
.9

9

0.
35

0.
64

3.
02

2.
01

1.
75

2.
75

-1
.3

5

1.
25

2.
01

12
.4

3

2.
81

%

5.
14

%

24
.3

2%

16
.1

8%

14
.1

1%

22
.1

3%

-1
0.

90
%

10
.0

5%

16
.1

7%

10
0%

9.
61

%

2.
37

%

19
.7

7%

14
.1

2%

9.
00

%

12
.3

6%

6.
71

%

20
.0

3%

6.
04

%

10
0%

11
.2

4%

2.
06

%

10
.2

2%

15
.4

9%

8.
86

%

12
.3

5%

11
.8

2%

21
.4

2%

6.
54

%

10
0%

To
 c

al
cu

la
te

 w
ei

gh
ts

 e
ac

h 
ou

tc
om

e 
va

ria
bl

e 
w

as
 r

eg
re

ss
ed

 o
n 

ea
ch

 s
ub

-in
de

x,
 c

on
tr

ol
lin

g 
fo

r 
st

ru
ct

ur
al

 fa
ct

or
s 

(p
op

ul
at

io
n 

de
ns

ity
, s

ur
fa

ce
 a

re
a, 

di
st

an
ce

 fr
om

 H
an

oi
 o

r 
H

o 
C

hi
 M

in
h 

C
Ity

in
 k

ilo
m

et
er

s)
, i

nf
ra

st
ru

ct
ur

e 
(m

ea
su

re
d 

by
 t

he
 p

er
ce

nt
ag

e 
of

 p
av

ed
 r

oa
d 

in
 t

he
 p

ro
vi

nc
e)

, a
nd

 d
um

m
y 

va
ria

bl
es

 fo
r 

th
e 

7 
re

gi
on

s 
of

 V
ie

tn
am

 (
kn

ow
n 

as
 r

eg
io

na
l f

ix
ed

 e
ffe

ct
s)

.  T
he

 t
-v

al
ue

s
fro

m
 t

he
se

 r
eg

re
ss

io
ns

, w
hi

ch
 a

re
 c

al
cu

la
te

d 
by

 d
iv

id
in

g 
th

e 
co

ef
fic

ie
nt

 b
y 

th
e 

st
an

da
rd

 e
rr

or
 (

se
e 

Ta
bl

e 
1.

2)
, w

er
e 

ta
ke

n 
fo

r 
ea

ch
 s

ub
-in

de
x 

(C
ol

um
ns

 1
, 3

, 5
) 

.  
 T

hi
s 

ta
bl

e 
de

m
on

st
ra

te
s 

ho
w

th
e 

su
m

 o
f 

t-
va

lu
es

 f
ro

m
 e

ac
h 

su
b-

in
de

x 
w

er
e 

ta
ke

n 
(b

ot
to

m
 r

ow
 o

f 
C

ol
um

ns
 1

, 3
, a

nd
 5

). 
  

N
ex

t, 
w

e 
ca

lc
ul

at
ed

 t
he

 r
el

at
iv

e 
sh

ar
e 

ea
ch

 s
ub

-in
de

x 
ac

co
un

te
d 

fo
r 

in
 t

he
 s

um
 o

f 
t-

va
lu

es
(C

ol
um

s 
2,

 4
, 6

). 
 F

in
al

ly,
 w

e 
ca

lc
ul

at
ed

 t
he

 a
ve

ra
ge

 s
ha

re
 o

f t
-v

al
ue

s 
fo

r 
ea

ch
 r

eg
re

ss
io

n 
(C

ol
um

n 
7)

.  T
hi

s 
nu

m
be

r 
be

ca
m

e 
th

e 
tr

ue
 w

ei
gh

t 
fo

r 
th

e 
fin

al
 P

C
I.



CHAPTER FOUR

APPENDICES



94 THE VIETNAM PROVINCIAL COMPETITIVENESS INDEX 2009

M
ul

tip
le

 R
eg

re
ss

io
n 

A
na

ly
si

s 
of

 G
ov

er
na

nc
e 

an
d 

Ke
y 

Pr
iv

at
e 

Se
ct

or
 O

ut
co

m
e 

Va
ri

ab
le

s

0.
05

6*
**

(0
.0

16
)

N
O

4.
07

6*
**

(0
.8

76
)

63

0.
09

5

0.
86

8

0.
04

1*
**

(0
.0

14
)

0.
00

1*
**

(0
.0

00
)

0.
00

0*
*

(0
.0

00
)

-0
.0

00

(0
.0

00
)

0.
31

2

(0
.3

19
)

-0
.0

51

(0
.2

29
)

N
O

3.
70

8*
**

(0
.8

21
)

63

0.
59

1

0.
60

9

0.
04

0*
*

(0
.0

16
)

0.
00

1*
**

(0
.0

00
)

0.
00

0*
**

(0
.0

00
)

-0
.0

00

(0
.0

00
)

0.
23

0

(0
.3

31
)

-0
.0

34

(0
.2

07
)

0.
01

3

(0
.0

09
)

N
O

2.
73

6*
**

(0
.8

64
)

63

0.
60

0

0.
60

8

0.
02

8*
*

(0
.0

11
)

0.
00

1*
**

(0
.0

00
)

0.
00

0*
**

(0
.0

00
)

-0
.0

02
**

*

(0
.0

00
)

0.
33

9

(0
.3

86
)

0.
10

3

(0
.1

96
)

Y
ES

4.
15

6*
**

(0
.6

65
)

63

0.
77

0

0.
48

3

0.
05

5*
**

(0
.0

19
)

N
O

4.
82

7*
**

(0
.9

57
)

63

0.
11

0

0.
79

1

0.
04

5*
*

(0
.0

20
)

0.
00

1*
**

(0
.0

00
)

0.
00

0*
*

(0
.0

00
)

-0
.0

00

(0
.0

00
)

0.
41

1

(0
.4

21
)

0.
35

6*
*

(0
.1

59
)

N
O

4.
31

2*
**

(1
.0

67
)

63

0.
49

3

0.
62

3

0.
04

5*
*

(0
.0

21
)

0.
00

1*
**

(0
.0

00
)

0.
00

0*
*

(0
.0

00
)

-0
.0

00

(0
.0

00
)

0.
42

5

(0
.4

66
)

0.
35

3*
*

(0
.1

53
)

-0
.0

02

(0
.0

15
)

N
O

4.
48

0*
**

(1
.0

24
)

63

0.
49

3

0.
62

9

0.
06

6*
**

(0
.0

17
)

0.
00

1*
**

(0
.0

00
)

0.
00

0

(0
.0

00
)

-0
.0

00

(0
.0

01
)

-0
.2

65

(0
.4

17
)

0.
41

9*
**

(0
.1

48
)

Y
ES

4.
05

2*
**

(0
.9

78
)

63

0.
65

8

0.
54

1

19
.5

04
**

*

(5
.4

76
)

N
O

-8
18

.3
70

**
*

(2
78

.9
13

)

63

0.
18

2

20
9.

0

19
.3

74
**

*

(5
.4

34
)

0.
13

4*

(0
.0

69
)

0.
00

7

(0
.0

10
)

-0
.1

09

(0
.1

20
)

-1
25

.4
82

(1
01

.6
69

)

-7
.0

06

(6
3.

34
9)

N
O

-8
15

.8
05

**

(3
10

.3
77

)

63

0.
27

0

20
6.

0

19
.9

14
**

*

(5
.1

87
)

0.
16

1*
*

(0
.0

72
)

0.
00

6

(0
.0

10
)

-0
.1

25

(0
.1

20
)

-9
6.

36
7

(1
08

.1
80

)

-1
3.

03
0

(7
0.

35
7)

-4
.5

70

(3
.1

57
)

N
O

-4
72

.7
05

(3
21

.1
44

)

63

0.
28

7

20
5.

4

17
.9

00
**

*

(6
.6

06
)

0.
08

6

(0
.0

52
)

0.
00

7

(0
.0

09
)

-0
.0

50

(0
.1

50
)

-2
04

.0
03

(1
40

.8
00

)

-1
4.

41
6

(6
3.

24
4)

Y
ES

-5
82

.6
60

*

(3
37

.8
67

)

63

0.
35

5

20
4.

9

In
de

pe
nd

en
t

Va
ri

ab
le

s/
D

ep
en

de
nt

Va
ri

ab
le

s

En
te

rp
ri

se
s 

pe
r 

1,
00

0 
C

iti
ze

ns
 2

00
8 

(ln
)

O
LS (1
)

O
LS (2
)

R
ob

us
t

(3
)

IV
-2

SL
S

(4
)

O
LS (5
)

O
LS (6
)

R
ob

us
t

(7
)

IV
-2

SL
S

(8
)

O
LS (9
)

O
LS

(1
0)

R
ob

us
t

(1
1)

IV
-2

SL
S

(1
2)

In
ve

st
m

en
t 

pe
r 

C
ap

ita
 2

00
8 

(ln
)

Pr
of

it 
pe

r 
En

te
rp

ri
se

 2
00

8

U
nw

ei
gh

te
d 

Pr
ov

in
ci

al
C

om
pe

tit
iv

en
es

s 
In

de
x

20
09

Po
pu

la
tio

n 
D

en
sit

y 
(1

,0
00

s)

Su
rfa

ce
 A

re
a 

of
 P

ro
vi

nc
e

(s
qu

ar
e 

ki
lo

m
et

er
)

D
ist

an
ce

 fr
om

 
H

an
oi

 o
r 

H
C

M
C

 (
km

)

%
 A

sp
ha

lte
d 

Ro
ad

s

Te
le

ph
on

es
 p

er
 1

,0
00

C
iti

ze
ns

 (
20

08
)

%
 S

ec
on

da
ry

 S
ch

oo
l

G
ra

du
at

es
 

Re
gio

na
l F

ix
ed

 E
ffe

ct
s

C
on

st
an

t

O
bs

er
va

tio
ns

R-
sq

ua
re

d

Ro
ot

 M
ea

n 
Sq

ua
re

 E
rr

or

N
ot

es
: O

LS
 R

eg
re

ss
io

n;
 R

ob
us

t 
st

an
da

rd
 e

rr
or

s 
in

 p
ar

en
th

es
es

. *
**

 p
<

0.
01

, *
* 

p<
0.

05
, *

 p
<

0.
1;

 ln
 in

di
ca

te
s 

na
tu

ra
l l

og
 t

ak
en

. D
um

m
y 

de
no

te
s 

di
ch

ot
om

ou
s 

de
pe

nd
en

t 
va

ria
bl

es
.



95THE VIETNAM PROVINCIAL COMPETITIVENESS INDEX 2009

Multiple Regression Analysis of Governance and Provincial GDP Growth
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Average Growth of GDP per Capita
2007-2009

OLS

(1)

OLS
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OLS

(1)

OLS

(3)
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Growth of GDP per Capita 2008

Unweighted Provincial
Competitiveness Index
2009

Population Density (1,000s)

Surface Area of Province
(square kilometer)

Distance from 
Hanoi or HCMC (km)

% Asphalted Roads

Telephones per 1,000
Citizens (2008)

Ba Ria - Vung Tau Dummy 

% Secondary School
Graduates 

Regional Fixed Effects

Constant

R-squared

Root Mean Square Error

Observations

OLS Regression; Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1; ln indicates natural log taken. Dummy denotes dichotomous dependent variables.
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