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Vietnam: Basic Data

Nominal GDP (1999):  US$%$28.5 billion
Population {1999): 76.6 million
GDP per capita (1999): US$372

Fund Quota: SDR 329.1 million
1995 1996 1997 1998 1999
Est. Est.
Reat GDP (annual percentage change) 9.5 93 8.2 35 4.2
Industrial output 1/ 14.5 14.2 13.8 12.5 10.4
Saving-investment balance {in percent of GDF) -13.5 -10.5 6.9 46 3.9
Gross national saving 1.9 159 19.8 17.1 24.4
Gross capital formation 254 263 26.7 216 20.5
Endlation (aniual percentage ohange)
Period avernge 16.9 36 31 19 41
End of period 12.9 44 3.6 9.2 -0.2
GDP deflator 17.6 8.7 6,6 111 57
Government lidget (in percent of GDP) 2/
Total revenue 26 24 20.0 19.6 182
Grants 0.7 0.6 0.8 0.6 0.5
Total expenditure (excluding onlending) 3/ 23.8 23.1 226 207 19.6
Of which: current expenditure 186 174 163 15.0 13.2
Cverall fiscal balance (including grants, excluding oniending) 3/ -0.% 0.2 -1.7 -0.5 0.9
Money and credit (annual percentage change, end of period)
Broad money 22.6 229 26.1 25.6 393
Credit to the economy 26.9 20.1 2.6 164 192
Interest rates (in percent, end of period)
Three-month doposits (houscholds) 18.2 9.1 8.1 9.7 4.0
Short-term lending (less than one year) 283 159 127 147 117
Current account (including official transfers)
{in millions of U.S. dollars) -2,648 ~Z,431 -1,664 -1,067 1,252
{in percent of GDF) -12.8 9.9 6.2 3.9 4.4
Exports of goods (annual percentage change, U.S. dollar terms) 28.2 41.2 246 24 232
Imports of goods (annual percentage change, U.S. dollar terms) 41.1 255 0.2 -1.1 11
Foreign exchange reserves (in millions of .S, dollars, end of period)
Grass official reserves, including gold 1,323 1,673 1,857 1,765 2,711
(in weeks of next year's imports of goods and nonfactor services) 52 6.4 7.2 6.7 9.1
Not international reserves, including gold 945 1,136 1,350 1,259 2,197
External debt (in percent of GDP) 4/ 86.1 781 711 76.8 74.0
Convertible currency 5/ 35.0 36.6 386 38.1 71
Nonconvertible currency 511 41.5 39.1 388 36.9
Debt-service rutlo (percent of exports of poods and nonfactor services)
Debt due 121 9.8 11.1 13.2 10.7
Debt paid 6.7 5.6 73 8.1
Exchange rate (dong per U.S. dollar)
Period average ’ 11,038 11,033 11,706 13,297 13,944
End of period 11,015 11,150 12,292 13,396 14,028
Real cffective cxchange rate (annual percentage change)
Period average 6.5 6.6 33 82 62
End of period _ 8.9 3.7 126 93 -3.2
Memorandum iterns:
GDP (in trillions of dong et current market prices) 2289 2720 313.6 360.6 3973
Per eapita GDP (in 1.5, doliars) 287 336 360 359 m

Sources: Data provided by the suthorities; and staff estimates and projections.

1/ Annual percentage change in gross valuc of industrial ovtput,

2/ Cash basis.

3/ Excludes capital costs of statc-owned enterprise and banking sector reforms
4/ London Club rescheduling was concluded in carly 1998,

5/ Includes the loan component of foreign diteot investment and other private sector borrowing, and short-term debt.



Tabie 1. Vietnam: Gross Domestic Product by Expenditure Categories at Current Prices, 1993-99 1/
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1993 1994 1995 1996 1997 1998 1999
Official estimate
(In billions of dong)

Consumption 116,719 143,037 187,233 225,231 250,584 283,444 301,690
Private 106,440 133,299 168,492 202,509 225,084 255,921 272,619
Government 10,279 14,738 18,741 22,722 25,500 27,523 29,071

Investrnent 34,020 45,483 62,131 76,450 88,754 104,875 109,017
Gross capital formation 30,635 43,325 58,187 71,597 83,734 97,551 101,658
Change in stocks 3,385 2,158 3.944 4,853 5,020 7,324 T.359

Domestic denand 150,739 193,520 249364 301,681 339,338 388,319 410,707

Net exports -12,296 -16,866 -20,819 29,839 -25,526 -26,371 -8,887
Exports 40,286 60,725 75,106 11177 135,180 161,910 190,586
Imports 52,582 77,591 95,925 141,016 160,706 188,281 199,473

Statistical diserepancy 2/ 1,615 1,880 347 194 -189 -932 -1.87%

GDP 140,058 178,534 228,892 272,036 313,623 361,016 399,942

(In percent of GDP)

Consumption 833 82.9 B1.8 82.8 79.9 785 75.4
Private T6.0 74.7 73.6 74.4 71.8 70.9 68,2
Government 73 83 82 84 8.1 7.6 73

Investment 243 255 271 281 283 29.0 273
Gross capital formation 219 243 254 26.3 26.7 27.0 254
Change in stocks 24 1.2 1.7 18 i.6 20 1.8

Domestic demand 107.6 108.4 108.9 110.9 108.2 107.6 102.7

Net exports -3.8 -04 9.1 -11.0 81 =713 2.2
Exports 288 34.0 32.8 40.9 43.1 44.3 477
Imports 37.5 435 41.9 51.8 51.2 52.2 49.9

Statistical discrepancy 2/ 1.2 1.1 0.2 0.1 -0.1 03 0.5

(Ammal percentage change)

Consumnption 225 26.8 26.5 20.3 11.3 13.1 64
Private 21.4 252 26.4 202 11.1 137 6.5
Government 343 43.4 272 21.2 12.2 19 56

Investment 4.5 33.7 36.6 23.0 16.1 18.2 39
Gross capital formation 66.4 41.4 343 23.0 17.0 l6.5 4.2

Demestic demnand 313 284 289 21.0 12,5 14.4 58
Exports 4.9 50.7 237 48.0 216 15.8 17.7
Imports 225 476 23.6 47.0 14.0 17.2 5.9

GDP 26.7 275 28.2 18.8 15.3 15.1 10.8

{Contribution to nominal GDP growth, in percent)

Domestic demand 121.7 111.2 110.9 121.3 90.5 1033 575
Private consumption 725 81.4 7.8 §8.1 61.0 69.3 46.9
Fixed capital formation 41.4 330 295 31l 29.2 292 10.6
Change in stocks 7.8 -3.2 35 21 0.4 4.9 0.1

Net exports =26.4 -11.9 -7.8 -209 104 -1.8 44.9

Statistical discrepancy 2/ 47 0.7 3.0 04 -0.9 -1.6 2.4

GDP 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: General Statistical Office.

1/ Data are latest official revisions of historical GDP estimates,
2/ Difference between production- and expenditurc-based estimates of GDF, the former of which are considered to be more accurate,
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Table 2. Vietnam: Gross Domestic Product by Sector and Ownership at Current Prices, 1993-99 1/

1993 1994 1995 1996 1997 1998 1999
Official estimate

(In billions of dong)
Gross Domestic Product 140,258 178,534 228,892 272,036 313,623 361,016 399,942
State 53,592 71,623 91,977 108,634 126,970 144,406 158,747
(excluding state management) 2/ 48,695 65,139 83,699 99217 116,510 132,557 146,186
Nonstate 86,666 106,911 136,915 163,402 186,653 216,610 241,195
Agriculture 41,895 48,968 62,220 75,513 80,825 93,072 101,723
State 1,867 2,190 2,664 3,424 3,582 3,961 4,698
Nonstate 40,028 46,778 59,556 72,089 77,243 89,111 97,025
Industry and construction 40,535 51,540 65,819 80.877 100,595 117,299 137,959
State 20,995 26,240 33,097 39,228 48,282 55,508 63,996
Nonstate 19,540 25,300 32,722 41,649 52,313 61,791 73,963
Services 57,828 78,026 100,853 115,646 132,203 150,645 160,260
State 30,730 43,193 56,216 65,982 75,060 84,937 90,053
(excluding state management) 2/ 25,833 36,709 47938 56,565 64,600 73,088 77.492
Nonstate 27,098 34,833 44,637 49,664 57,143 65,708 70,207
Wholesale and retail trade 20,215- 30,185 3749 43,125 48,914 55,783 59,322
Hotels and restaurants 5,119 6,125 8,625 9,776 11,307 12,404 13,246
Transport, storage, and communications 5,692 1,154 2117 10,390 12,418 14,076 15,305
Financial intermediation 2318 3,450 4,604 5,148 5,444 6,274 6,768
Real estate services 7,519 9,135 12,392 13,507 15,355 17,683 17,872
State management 2/ 4,897 6,484 8,278 9.417 10,460 11,848 12,561
Education and training 4,860 6,496 8,293 9,887 11,274 13,202 14,257
Health and social work 2,265 2,757 3,642 4,007 4,381 4,979 5,401
Other setvices 4,943 6,240 8,411 10,390 12,650 14,395 15,528

(In percent of GDP)
State sector 38.2 40.1 40.2 39.9 40.5 40.0 39.7
{sxcluding state management) 2/ 34.7 36.5 36.6 36.5 37.1 36.7 36.6
Nonstate sector 618 599 598 60.1 59.5 60.0 60.3
Agriculture 299 274 27.2 278 25.8 25.8 25.4
State 1.3 1.2 1.2 1.3 1.1 11 1.2
Nonstate 28.5 262 26.0 26.5 24.6 24.7 24.3
Industry and construction 28.9 289 288 29.7 321 325 345
State 15.0 14.7 14.5 14.4 154 15.4 16.0
Nonstate 13.9 14.2 14.3 153 16.7 17.1 18.5
Services 41.2 43.7 44.1 42.5 42.2 41.7 40.1
State 21.9 24.2 24.6 243 23.9 235 22.5
(excluding state management) 2/ 18.4 20.6 20.9 208 20.6 202 19.4
Nonstate 19.3 19.5 19.5 183 18.2 18.2 176
‘Wholesale and retail trade 14.4 16.9 16.4 15.¢ 15.6 15.5 14.8
Hotels and restaurants 3.6 3.4 38 36 3.6 34 33
Transport, storage, and communications 4.1 4.0 4.0 38 4.0 3.9 38
Financial intermediation 1.7 19 2.0 1.9 1.7 1.7 1.7
Real cstate services 5.4 5.1 5.4 5.0 4.9 4.9 4.3
State management 2/ 35 3.6 3.6 3.5 3.3 33 31
Education wnd training 3.5 3.6 36 3.6 3.6 3.7 3.6
Health an social work 1.6 .5 1.5 1.5 1.4 1.4 1.4
Other services 3.5 35 3.7 3.8 4.0 4.0 39

Source: General Statistical Office.

1/ Data are latest official revisions of historical GDP estimates.
2/ Statc management includes public admimstration, defense, and computsory social security.
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Table 3. Vietnam: Gross Domestic Product by Sector at Constant Prices, 1993-99 1/

1593 1994 1995 1596 1997 1998 1995
Official Staff Official Staff
{In billions of dong, at 1994 constant prices)
Agriculture, forestry, and fishery 41373 48,968 51,319 53,577 33,895 57,866 57,544 60,892 60,554
Agriculture 40,428 41,839 43,658 45,632 47,915 49,639 32,370
Forestry 2217 2,265 2,399 2,448 2,450 2,459 2,536
Fishery 4,728 4,864 5,262 5.477 3,530 5,768 5,086
Industry 45,454 51,540 58,550 67,016 75,473 81,764 81,420 BR.047 87,676
Mining and quagTying 1,535 9,114 10,345 11,753 13,304 15,173 17,450
Manufacturing, 24,353 26,624 30,231 34,339 38,743 42,694 45,888
Electricity, gas, and water supply 2,616 2,856 3,384 3,986 4,572 5,135 5,498
Construction 10,950 12,946 14,550 16,938 18,855 18,761 19,211
Services 71,198 78,026 B5,698 93,240 09 895 104,966 100,393 107,330 101,297
Wholesale and retail trade 27,807 30,185 33,595 36,866 39,422 41,170 41,053
Hotels and restaurants 5,719 5,125 6,741 T. 428 7,948 8,307 B 457
Transport, storage, and communications 6,708 7154 7.851 8.429 2,178 9,536 2,976
Financial intermedjation 28520 3,450 3,940 4,388 4,578 4.343 5,006
Real estate services 8,390 2,135 9,738 10,337 11,071 11,682 11,644
Stats manegement 2/ 5,839 6,484 7,663 7,558 7,860 8174 B304
Education and 5,708 6,406 6.968 71.526 8,062 8,614 8916
Healih and sacial work 2,503 2957 3,009 320 3,348 3,566 3,707
Other services 5,614 6,240 6,792 7,487 8,427 2074 9,367
:ross Domestic Product 164,025 178,534 195,567 213,833 231,263 244596 239,357 256,269 248 527
{Real GDP, annuat percentage change)
Agricultare, forertry, and fishery 33 3.4 48 44 43 35 29 5.2 52
Agricylture 39 5 43 4.6 30 ae 35
Forestry -4.6 22 59 2.0 0.1 0.4 3.1
Fighery 20 29 82 4.1 1.0 43 38
Industry 126 13.4 13.6 14.5 126 B3 18 1.7 17
Mining and guarrying 21.0 13.5 13.6 132 4.1 15.0
Man i -21.6 9.3 13.5 13.6 1238 10.2 5
Electricity, gas, and water supply . 185 178 147 123 7.0
Construction 173 18.2 127 161 11.2 0.5 24
Serviees 8.6 9.6 9.8 88 7.1 5.1 0.5 23 0.9
‘Wholesale and retail trade 6.1 84 11.3 2.7 6.9 4.4 1.9
Hotels and restavrants -67.9 71 101 10.2 10 45 18
Transport, storage, and communications 6.6 6.6 97 74 89 3.9 4.6
Financial imtermexdiation 16.7 2.3 142 114 43 58 34
Real egtate services B8O 66 6.1 71 5.5 -0.3
State mamwmgement 2/ -54.3 11.0 89 1.0 4.0 4.0 lLéa
Education and traii 138 73 8.0 71 6.8 3.5
Health and social work 63 51 1.0 4.0 6.5 4.0
Othver services 11.2 88 10.2 12.6 17 32
Gress Domestic Product 5.1 88 9.5 9.3 8.2 58 35 48 4.2
(GDP deflater, annual percentage change)
Agricalture, forestry, and flshery 46 152 nz 163 26 12 39
Agriculture 2.0 15.7 20.7 10.8 2.8 1L6 3.7
Forestry 173 74 185 §1.9 24 28 49
Fishery 249 148 284 40.9 7 9.8 il
Industry 15.2 11.7 12.4 7.4 10.4 7.6 -4
Mining and quarrying 6.4 2.2 143 73 2.9
Manufacturing 549 -20.1 13.5 59 1.0 8.7 57
Electricity, gas, and water supply 8.9 18.1 147 7.0 53
Construction 382 14 82 -3.1 a8 21 18
Services 15.1 14.7 177 54 6.7 8.4 4.0
Wheolesale and retai trade 33 207 116 48 6.1 92 4.4
Hotels and restaurants 3281 £8.2 279 29 8.1 50 49
Transport, storage, and communications 215 7.2 16.1 61 9.8 2.1 39
Financial intermediation 269 212 169 0.4 14 89 4.4
Real eatate services 2.7 6.1 9.1 14
Staie management 2/ 2241 -53.1 172 63 (%1 39 43
Education and training 104 6.4 9.6 43
Health and social work 2.8 52 6.7 43
Other services 12.1 8.2 57 4.5
Gross Demestic Product 13.4 14.0 17.¢ 8.7 6.6 B8 57

Sources: General Statistical Office; and staff estimates.

¥ Data are latest official revisions ufhutoncal GDP =shmales.

2/ State management includes public ad

and

Hp

y social security.



Table 4. Vietnam: Consumer Price Inflation, 1995-2000 1/
{Annuat average and 12-month percentage changes, unless otherwise indicated)
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Food Nonfood
Al Cther consumer

Overall index Goods food Staples food goods Services

1595 December 129 13.5 158 20.4 1%.2 69 o8
Average 169 17.8 27.0 352 229 g4 121
1996 December 4.4 30 4.4 0.4 6.3 3.2 82
Average 5.6 53 5.9 6.1 7.2 36 83

1997 December 3.6 29 1.3 1.4 25 45 Bé
Average 3.1 22 0.5 -3.4 2.5 4.0 2.1

Food Nonfaod

Overall index All Other All Clothes, Household Housing, Transport, Other

(1995 = food Staples food nonfood foatwear goods construction communication  iems

‘Woeight (in percent) 100} 100.0 60.9 20.0 2/ 80.0 2/ 391 6.6 4.6 29 72 17.8
1998 Janwary 1123 42 20 24 19 76 27 4.1 6.2 9.6 98
February 1148 4.5 29 7.7 13 7.0 60 78 89 119 43
March 1138 4.5 4.3 151 16 4.8 3z 2.5 36 7.7 3.0
Apnt il5.6 6.7 1.2 4.8 7.8 59 6.1 7.2 46 5.0 a1

May 117.2 2.8 11.2 248 7.8 51 a7 3.6 59 6.1 5.4

June 117.2 8.7 1.7 217 2.7 40 52 52 ) 04 5.0

Tuly 118.6 81 10.7 271 6.6 41 2.4 3.0 1.1 42 5.4
Augnst 1179 91 124 344 6.9 4.0 38 25 26 31 4.2
September 119.1 8.7 131 355 7.5 45 33 3.4 24 85 39
Cctaber 119.4 94 128 33.6 7.6 4.7 41 22 31 8.1 4.5
MNovermber 119.5 9.4 i24 27.6 86 4.7 4.5 3.0 35 7.4 4.3
December 1205 22 123 271 Bé& 4.4 23 25 1.7 30 6.7
Averaga 117.0 7.9 E7 223 62 5.1 39 39 3.9 6.4 5.4

1999 January 122.5 91 123 3.7 9.0 40 41 47 1.4 0.7 5.6
February 1248 8.7 11.6 289 13 4.2 4.7 a8 01 19 5.7
March 123.9 89 11.4 258 7.8 5.0 5.1 4.1 01 4.6 6.2
April 1231 6.5 1.6 14.2 59 48 4.7 38 01 4.9 59
May 1226 4.6 4.9 Q.0 6.1 42 37 32 -0.2 43 53

June 122.2 43 42 2.1 58 43 45 35 1.0 4.0 52

July 121.7 4.4 43 -1t 5.7 44 45 3.6 22 35 54
August 121.2 2.8 21 -10.3 52 39 38 39 19 32 4.5
September 120.5 1.2 0.0 -20.8 52 30 33 31 25 16 35
October 119.2 0.2 -21 -16.9 1.6 28 28 35 22 16 33
November 1197 02 -12 -13.4 18 24 17 28 1.4 12 EB
December 1203 0.2 =21 -12.6 as 29 19 35 25 16 37
Average 121.8 4.1 43 07 5.2 39 3.7 36 12 28 43

2000 January 120.8 -1.4 -34 112 -5 18 1.7 21 27 03 212
Februery 122.7 -1.7 -3.6 <120 -1.5 13 18 2.1 26 01 13
March 1213 21 -4.3 8.7 -29 13 G4 14 53 08 i1
April 120.4 22 -4.2 -10.4 27 10 0.1 0.4 49 12 0.8

May 11%.7 -2.4 -48 93 -3.7 1.5 0.4 1.1 52 19 il

Tuna 1191 =25 -5.2 29 4.0 1.6 a1 17 18 23 1.3

Sources: General Statistical Office; and staff estimates.

1/ Since January 1998, the CPI index has been caleulated under a new methodology and with different weights for the components.

2/ Staff estimate.
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Table 5. Vietham: Gross Value of Agricultural Production at Constant Prices, 1995-99

1995 1996 1997 1998 1999
Estimate

(In billions of dong, at constant 1994 prices)

Total 79,812 83,967 89,958 93,502 100,283
Food crops 34,034 56,814 59,942 62,257 65,969
Paddy and other cereals 42,110 44,654 46,593 49,060 52,738
Vegetables and beans 4,984 5,088 5.441 5,682 5,947
Fruits 5,578 5,688 6,132 6,091 6,193
Other 1,362 1,384 1,775 1,424 1,091
Industrial crops 12,149 12,806 14,551 15,042 16,977
Animat husbandry 13,629 14,347 15,465 16,204 17,337
(In percent total production)

Food crops 67.7 67.7 66.6 66.6 65.8
Paddy and other cereals 52.8 532 51.8 525 52.6
Vegetables and beans 6.2 6.1 6.0 6.1 5.9
Fruits 7.0 6.8 6.8 6.5 6.2
Other 1.7 1.6 2.0 1.5 1.1

Industrial crops 15.2 153 16.2 16.1 16.9

Animal husbandry 171 17.1 17.2 17.3 17.3

(Annual percentage change)

Total 6.6 52 71 39 73

Food crops 5.0 5.1 55 3.9 6.0
Paddy and other cereals 47 6.0 43 53 7.5
Vegetables and beans 10.0 21 6.9 4.4 47
Fruits 2.7 2.0 78 0.7 1.7
Other 6.1 1.6 28.3 -19.8 -23.4

Industrial crops 17.6 54 13.6 34 12.9

Animal husbandry 4.5 53 7.8 48 7.0

Source: General Statistical Office.
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Table 6. Vietnam: Production of Food Staples, 1995-99

1995 1996 1897 1998 1959
Estimate
(In thousands of tons)
Total production 27,571 29,218 30,618 31,854 34,254
By product
Rice paddy 24,964 26,397 27,524 29,146 31,394
Spring crop 10,737 12,210 13,310 13,560 14,104
Autumn erop 6,501 6,879 6,638 7,523 8,757
Winter stup 1,726 7,309 1,576 8,063 £8.533
Other staples {rice squivalent units) 2,607 2821 3,094 2,708 2,860
Other staples (gross output) 5334 5,301 5,745 4,911 5,304
Maize 1177 1,537 1.651 1,612 1,752
Swest potato 1.686 1,697 1,691 1,526 1,745
Cassava 2212 2,067 2,403 1,773 1,807
Potatoes 260
By region
North 10,576 10927 12,015 12,093 13,170
Scuth 16,995 18,291 18,603 19,761 21,084
(Annual perceniage change)
Total produstion 52 60 48 4.0 15
Rice paddy 6.1 57 a3 59 1.7
Spring crop 22 137 90 19 4.0
Autemn otop 15.5 5.8 35 13.3 16.4
Winter crop 45 54 3t 6.4 58
Other staples (rie equivalent units) -24 82 9 -12.5 58
Maize 29 30.5 T4 2.4 87
Sweet potato -11.5 07 L4 98 144
Cassava 6.2 6.5 162 -26.2 19
Potatoes 42
{In thousands of hectares)
Total area cultivated 7,973 8217 8,330 8,587 8868
By product
Rice paddy 5,766 7,004 7.100 7,363 7.648
Spting erop 2,421 2,541 2,683 2,783 2,890
Autumn crop 1,742 1,984 1,885 2,141 2,335
Winter crop 2.602 2,479 2.532 2,439 2,423
Other staples 1,207 1,213 1,230 1,224 1,220
Meaize 557 615 663 650 687
Sweet potato 305 303 267 254 265
Cassava 278 276 254 236 267
Other 68 20 46 84 1
By regioa
North 3,333 3.304 3,365 3,346 3,379
South 4,640 4913 4,965 5,241 5,489
Yield (In metric tans per hectare)
By product
Rice paddy 3.7 38 39 4.0 41
Spring erop 44 48 50 49 49
Autmn crop 37 3.5 33 35 38
Winter crop 3.0 29 kK1 33 35
Maize 2.1 2.5 25 25 2.6
Sweet potato 5.5 5.6 6.3 6.0 65
Cassava 8.0 1.5 9.5 75 6.8
By region
North 32 33 36 3.6 39
South 3.7 37 3.7 38 38
Per capita production
Total staples (in metric tons per capits) 0.382 398 0.411 0.422 0.449
Rice 0.345 0.3560 0.370 0.386 0.411
Other staples 0.036 0.038 0.042 0.036 0.037
(in percent of total staples production) 5.5 2.7 101 8.5 83
Total staples {1994 = 100) 103.5 108.0 1115 1143 1217
Rice 104.4 168.7 1116 116.5 1242
Other staples 96.0 1023 110.6 954 99.7
Total staples (anmual percentage change) 35 43 3.2 25 6.5
Rice 4.4 4.1 2.7 44 6.6
Other staples -4.0 6.5 8.0 -13.7 4.6

Sources: Ministry of Agriculture and Forestry end General Statistical Office; and staff estimates.
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Table 7. Vietnam: Industrial Crop Production and Livestock, 1995-99

1995 1996 1997 1598 1999
Estimate
(In thousands of metric tons)

Production of annual crops
Cotton 12.8 1.2 t4.1 2.0 214
Jute 14.8 15.0 223 14.6 2.1
Rush 756 35.0 0.9 £0.9 588
Sugarcane 10,711 11,372 11,921 13,844 17,840
Peanuts 334 358 351 386 319
Soybeans 126 114 113 147 145
Tobacco 277 235 272 333 353

Production of perennial crops
Tea 40.2 468 52.2 56.6 64.7
Coffee 218 320 421 400 487
Rubber 125 143 187 1%4 215
Caoconut 1,165 1,318 1,318 L1056 1,134
Pepper 93 10.5 13.0 159 178

{(Annual percentage change)

Cotton 47.1 -12.5 259 56.0 2.7

Jute 156 1.4 43 -34.5 -377

Rush 24 <212 4.3 -13.6 -159

Sugarcane 419 6.7 43 16.1 289

Peanuts 136 7.0 -0.2 9.9 -17.4

Soybeans 0.8 9.3 -0.9 293 -1.4

Tabasco 276 -15.2 125 224 6.0

Tea -4.3 164 1085 84 14.3

Coffee 211 46.8 315 -2.7 189

Rubber 22 143 308 144 14.4

(In thousands of hectares)

Area cultivated of annual crops 692 665 681 735 797
Cotton 18 15 15 24 22
Jute 3 g 12 7 4
Rush 10 9 11 1z 9
Sugarcane 225 237 257 283 35
Peanuts 260 263 154 269 248
Soybeans 121 119 106 129 129
TFobacco 28 24 26 3z 33

Area cultivated of perennial crops 704 N 936 993 1,044
Tea &7 75 79 T 85
Coffee 186 254 340 371 397
Rubber 278 303 348 382 g
Coconut 173 180 170 163 168
Pepper 70 15 S8 128 150

(In output per hectare, m metric tons)

Cotton 0.7 0.7 09 09 1.0

hate 20 19 19 22 22

Rush 73 6.0 73 71 63

Sugarcane 476 48.¢ 454 48.9 50.9

Peanut 13 14 14 14 13

Soybeans 1.0 1.0 1.1 11 11

Tobacco 10 1.0 1.0 1.0 11

Tea 0.6 0.6 0.7 Q7 [i%:}

Coffee i2 13 12 1.1 12

Rubber 04 Q.5 05 05 0.5

(in millions of heads)

Livestock
Buffale 30 EXY 29 3.0 30
Cattle kX 38 39 4.0 4.1
Pigs {over two months old) 163 169 126 18.1 139
Poultry 1421 I5t4 160.6 166.4 1793

Sources: Ministry of Agriculture and Forestry and General Statistical Office.
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Table 8. Vietnam: Gross Value of Industrial Production at Constant Prices, 1995-§999 1/

1995 1996 1997 1998 1999
Estimate

(In trillions of dong, at constant 1994 prices)

Mining 13.9 16.0 183 211 24.1
Coal 1.7 15 22 21 1.7
Ol and gas 10.8 12.5 142 16.9 20.1
Metal ores 0.2 0.3 0.2 0.2 0.2
Stone and other mining 1.2 13 1.7 1.9 21

Manufacturing 83.2 94.8 107.6 120.7 1326
Food and beverages 27.0 309 34.0 36.5 39.4
Cigarettes and tobacgo 4.0 42 4.4 49 5.0
Textiles and garments ) 9.1 9.8 11.6 13.0 14.3

Textile 6.2 64 7.3 8.4 9.3
Garments 29 34 4.3 4.6 5.0
Leather tanning and processing 3.6 45 6.6 7.1 7.9
Wood and paper produciy 52 55 5.8 6.2 6.3
Wood products 33 32 32 3.0 2.8
Paper 1.9 23 2.6 32 3.5
Printing, copying, publishing L5 15 16 19 2.0
Chemical and petroleum products 5.4 8.5 13 8.2 9.1
Coke and petroleum 0.3 0.2 0.1 0.1 0.1
Chemicals 5.1 6.3 7.2 8.1 9.0
Rubber and plastics 23 2.8 s 4.4 53
Nonmetallic products 9.2 10.1 122 13.7 153
Metal products 5.7 7.0 1.6 83 9.2
Metallic products 34 4.1 4.0 4.1 4.4
Products made of metat 23 29 3.6 4.2 4.8
Machinery and equipment 14 1.6 1.7 2.2 2.7
Computer and office equipment 0.0 0.0 0.0 0.2 0.3
Other machinery and equipment 1.4 1.6 17 2.0 24
Electric and electronic products 3.4 4.7 52 6.2 7.1
Radio, TV, telecom. equipment 2.1 31 33 35 36
Medical instruments 0.2 0.3 0.0 0.4 0.6
Other electric and electronic produsts 1.1 13 1.7 23 29
Vehicles and transport equipment 3.4 34 34 3.1 57
Assembling and repairing of motor vehicles 1.5 1.4 1.6 1.7 1.8
Transport equipment 1.9 20 138 34 .9
Fumiture and other 2.0 23 27 30 33
Furniture 19 22 26 28 31
Other 0.1 0.1 0.1 0.2 0.2

Electricity, gas, and water 6.2 713 g5 9.4 103
Electricity and gas 5.4 6.5 76 8.5 9.3
Water supply 0.8 0.3 0.9 0.9 1.0

Total 1033 118.1 1344 151.2 167.0
(Annual percentage change)

Mining 13.5 147 14.7 153 14.0
il and gas 13.2 157 136 19.0 18.9

Manufacturing 135 139 135 12.2 0%
Food and beverages 129 14.4 10.0 7.4 7.9
Textiles andd garments 46.4 77 18.4 12.1 10.0
Metal products 228 B.6 9.2 10.8
Electric and electronic producis 38.2 10.6 192 14.5
Vehicles and transport equipment 0.0 8.0 50.0 11.8

Electricity, gas, and water 18.5 18.5 150 1.8 9.6

Total 14.5 142 13.8 12,5 10.4

Source: General Statistical Office.

1/ De 1o reclassification of industrial activities, previously published industrial sector data are not comparable with the
data in this table.
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Table 9. Vietnam: Industrial Production by Sector of Ownership at Constant Prices, 1995-99 1/

1993 1996 1997 1993 1999
Estimate
(In billions of dong, at constant 1994 prices)
Total industrial production 103,375 118,097 134,420 151,223 166,965
State sector 51,991 58,166 64,474 69,462 72,604
{excluding oil and gas) 41,146 45,699 50,235 52,593 52,538
Central 33,920 33411 42,215 45,677 47,986
(exciuding cil and gas) 23,075 25,944 27,976 28,808 27,920
Local 18,071 19,755 22,259 23,785 24,618
Nonstate sector 25451 28,368 31,068 33,403 36,342
Cooperatives 630 684 751 859
Private 2277 2,792 3.224 3,383
Household 18,191 18.977 19,704 20,827
Mixed 4,333 5,915 7,389 8.334
Foreign invested sector 25,933 31,562 38,878 48,358 58019
(In percent of total industrial production)
State sector 50.3 493 480 459 435
(excluding oil and gas) 398 38.7 374 34.8 31.5
Central 223 220 20.8 15.1 16.7
{excliuding oil and gas) 17.5 16.7 16.6 15.7 14.7
Local 24.6 24.0 23.1 221 218
Nonstate sector 246 24.0 23.1 221 21.8
Cooperatives 0.6 Q0.6 0.6 0.6
Private 22 24 24 22
Household 17.6 16.1 14.7 13.8
Mixed 4.2 50 5.5 55
Foreign invested sector 251 267 289 320 347
(Annual percentage change)
Total industrial preduction 14.5 142 13.8 12.5 104
State sector 136 11.9 10.8 7.3 4.5
(excluding oil and gas) 13.8 11.1 %9 47 -0.1
Central 14.0 132 9.9 82 5.1
(excluding oil and gas) 14.4 12.4 78 3.0 3.1
Local 12.6 83 12.7 6.9 35
Nonstate sector 2/ 18.5 11.5 9.5 7.5 88
Cooperatives 52 9.8 144
Private 226 15.5 4.9
Household 4.3 38 57
Mixed 36.5 249 12.8
Foreign invested sector 217 232 24 4 20.0

Scurces: General Statistical Office; and staff estimates,

1/ Due to reclassification of industrial activi

with the data in this table.

2/ Growth rate for 1995 covers both nonstate and foreign invested sectors.

ties, previously published industrial sector data are not comparable
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Table 10. Vietnam: Population and Employment, 1995.99

1995 1926 1997 1908 1969
Estirnate

(in thousands of persons, uniess otherwise indicated)

Total population 1/ 72,235 73,366 74,469 75,561 76,585
{annual percentage change) 17 16 1.5 15 14
Urban 2/ 14,928 15,547 16,323 17,197 18,165
(annual percentage change) 17 41 50 53 3.6
Rural 2/ 57.306 37,819 38,146 58,365 58420
{atmual percentage change) 1.1 09 0.6 04 01
Famale 37,103 37,591 38,059 38,51 38,908
Mate 35,132 35,715 36,410 37,051 37,677
Age under 15 23340
Age 15-59 45,302
Age 60 and over 6,943
Total employment 34,590 35,792 36,994 37877 38,545
Unemployment rate 3/ 58 59 6.0 6.9 74
(In percent of total population)

Urban 2/ 20.7 21.2 219 228 237

Rural 2/ 793 78.8 78.1 712 763

Female 5t4 512 511 51.0 50.8

Male 48.6 48.8 439 420 492

Age under 15 305

Age 15-39 605

Age 60 and over 2.1

Total employment 479 488 497 50.1 50.5

{In thousands of persons)

Totat employment 34,590 35,792 36,954 37877 38,546
Nonstate sector 31,537 32,654 33,727 34,494 35176
State sector 3.053 3138 3,267 3,383 3370

Government 1,258 1,278

Central 261 201

Local o7 1,077

State enterprises 1,795 1,860

Central 1,001 1,084

Logal 794 776
(In percent of total employment}

Nonstate sector 91.2 2.2 91.2 91.1 913

State sector . 8.8 8.3 B8 39 87
Government 356 3.6 . -

Central 03 06

Local 2.9 340

State enterprises 52 52

Central 29 340

Local 23 22
{Annual percentage change)

Total employment 27 33 34 24 18
HNonstate sector 2.6 35 33 23 20
State sector 43 23 4.1 kX 0.4

Government 6.8 16
Central 14 230
TLocal 83 3.0

State enterprises 26 36
Central 1.4 83
Local 4.0 =23

Sources. General Statistical Office; and staff estimates.

1/ Annual official estimates adjusted on the basis of the 1989 and 1999 census,
2/ Armex forces and some other special groups are excluded from urban/ruzal categories.
3/ For labor force comprising males 15 to 60 years old and females 15-55 years old,
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Table £1. Vietnam: Total and Nonstate Employment by Secior, 1995-99

1995 1996 1997 _1998 1999
Staff estimate 1/

1. State and nonatate emplayment (In thousande of persons)

Total employment 34,590 35,792 36,994 37877 38,3546
Agriculture, fisheries, and forestry 24,122 24775 25443 26,070 26,581
Industyy and construction 4,582 4,629 4,633 4,636 4,656

Tndustry 2/ 3,587 3,653 3,656 3.656 3,674

Construction 996 975 17 98B0 582
Trade, transpert, and communications 2,451 2,734 3,190

Trade 1,888 2,159 2,672

Transport and communications 363 575 519
Educaticn, health, science, and arts 1,385 1,422 1,432
Other 3/ 2,050 2,232 2,296

{Annual percentage change)

Total employment. 27 35 34 24 18
Agriculture, fisheries, and forestry 0.0 27 2.7 .25 2.0
Industry and construction 53 1.0 Q.1 01 0.4
Trade, transport, and communications 29 115 16.7
Education, health, science, and arts 0.7 27 o7
Cther 3/ 459 89 29

(in percent of total employment)

Agriculture, fisheries, and forestry 69.7 692 628 68 8 59.0

Industry and construction 132 129 125 122 121

Trade, transport, and communications 71 7.6 8.6

Educatton, health, scisnce, and arts 40 4.0 39

Other 3/ 59 62 62

(In thousands of dong at 1994 prices)

Total output per worker 5,654 5,974 6,251 6,458 6,648
Agriculture, fisheries, and forestry 2,128 2,163 2,197 2,220 2,290
Industry and construction 12,777 14,479 15,292 17,637 13,910
Trade, transport, and communications 16,913 16,570 15,234
Other 3/ 12,883 13,119 13,759

(Annual percentage chanpe)

Total output per worker 66 57 46 33 3.0
Agriculture, ficheries, and forestry 48 L.6 1.6 Lo 32
Industry and construction 79 133 125 &3 12
Trade, transport, and commumications 19 -2.0 8.1

2. Koustate employment 4/ {In thousands of persons)

Total momatate employment 31,537 32,654 33,727 34,454 35176
Agriculture, fisheries, and forestry 23.840 24527 25,186 25,827 26,359
industry and constrction 3,532 3,547 3,487 3426 3,453

Industry 2/ 2,833 2,868 2,849 2,814 2,831

Conmruction 69% 681 638 612 622
Trade, transport, and communications 2,057 2,317 2,788

Trade 1,689 1,951 2,467

Transpeort and communications 368 386 322
Education, health, science, and arts 452 450 416
Other 3/ 1,656 1,814 1,850

(Annual percentage change)

Total nonstate employment 28 35 33 23 2.0
Agriculture, fisheries, and forestry 0.0 29 27 25 21
Industry and construction 51 0.4 -1.7 -1.7 0.8
Trade, transport, and communications 32 12.6 26,4
Bducation, health, science, and arts -10.2 0.5 -1.4
Cther 3/ 59.6 9.5 2.0

(I percent of total nonstate employment)

Agriculture, fisheries, and forestry 629 685 681 68.2 68.4

Industry and comstruction 10.2 9.9 9.4 9.0 9.0

Trade, tmmsport, and communications 59 6.5 1.5

Education, health, science, and arts L3 13 1.1

Ctther 3/ 48 31 5.0

Sources: (General Statistical Offive and Central Institute for Economic Management (CIEM); and staff estimates.

1/ Based on eatimates of total employment in National Accounting
2/ Includes mining and quarying and electricity,

3/ Includes unclassified workers.

gas, and water supply.

Eramework and a Macroeconometric Model  for Vietnam (2000}, CTEM.

4/ Employment outside central and local government mnd state-owned eniterprises.
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1995 1996 1897 1998 1899
Estimate
(In theusands of persons)

Totai employment 3,053 3,138 3,267 3383 3,370
Agriculture and forestry 282 248 257 243 232
Industry and construction 1051 1,082 1,146 1,210 1,203

Industry ’ 754 787 807 842 842
Construction 297 294 338 368 360
Trade, transport, and comrmumications 393 417 402 400 39
Trade 198 208 205 201 192
Transport atd communications 195 210 197 199 199
Education, health, science, and arts 933 o7 1Lole 1,070 1,080
Education m 741 777 818 829
Scienca 27 32 32 37 34
Culture, arts, and sport 32 32 33 35 34
Public health 163 168 173 130 183
Other 354 418 447 460 464
(in percent of totat state sector employment)
Agriculture and forestry 92 79 79 72 6.9
Industry and sonstruction 344 345 35.1 338 357
Trade, transport, and communications 129 13.3 123 118 1.6
Education, health, science, and arts 305 31.0 311 316 320
Other 129 133 137 13.6 13.8
(Annual percentage change)

Total empioyment 43 238 4.1 3.6 0.4
Agriculture and forestry 23 -121 36 5.4 4.5
Industry and construction 60 24 39 56 3.6
Trade, transport, and communications 1.0 6.0 36 -0.5 23
Education, health, science, and arts 47 4.3 44 54 09
Other 72 6.2 68 3.0 09

(In thoysands of dong per month)

Average nominal wage 1/ 478 543 642 697 698
Industry 754 708 B41 808 889
Construction 499 573 B8 §O7 787
Agriculture 366 422 480 514 493
Transpottation 870 L0t8 1,132 1,304 1,322
Trade 490 582 688 742 701
Education 310 329 405 451 488
Science 361 505 555 673 543
Culture, arts, and sparts 347 400 453 540 495
Public health 327 363 440 480 516
State management 357 380 435 449 463
Financial intermediation 807 940

Average real wage growth 2/ 4.3 16 14.7 0.6 -3.8
Industry 120 -11.0 15.2 -1.0 4.9
Construction 23 86 25.1 13 -£3
Agriculiure 93 9.0 104 0.7 -79
Transportation 35.7 .7 78 6.8 26
Trade 40 124 147 0.0 93
Education Bek 0.5 19.6 3.2 39
Science -116 324 6.5 12.5 225
Culture, arts, and sports -4 o1 g9 104 -12.0
Puklic heaith 67 5.1 17.5 1.2 3.2
Stale management £9 0.8 112 4 -1.0
Financial intermediation 13 103

Consumer price inflation 159 3.6 31 79 4.1

Bowces: General Statistical Office; and staff estimates.

1/ Cash income, including payments in kind, honus payments, and social security contributions.

2/ Nominal wage growth deflated by consumer price mflation.
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Table 13. Vietham: Summary of General Governtment Budgetary Operations, 1995-2000 1/

1999 2000
1995 1996 1997 1998 Budget Staff est. Budpet 2/
{In tzillions of dong)

Revenue and grants 53.4 62.4 65.4 7o 69.5 742 745
Revenue 518 60.8 G218 0.8 67.6 723 726
Tax revenue 42.4 51.8 331 590 587 61.8 62,0
Nontax revenue %4 91 %7 11.9 8.9 10.5 10.6
Grants L6 1.5 2.6 2.1 1.9 i9 1.9
Total expenditure (including onlending) 55.1 643 71.6 80.2 84.4 83.5 947
{excluding onlending) 54.6 629 707 74.8 736 778 85.7
Current expendityra 425 473 51.3 54.2 300 523 58.8
Cumrent nan-interest expenditures 3946 44.6 49.4 52.2 4715 49.8 55.3
Tnterest payments (paid) 29 27 19 21 25 25 35
(scheduled) a1 41 39 2.1 2.5 25 35

Capital expenditure and cnlending 126 171 264 259 3% 312 33.7

of which: onlending 0.5 14 6.9 5.4 10,9 57 8.0
Contingency 0.0 0.0 0.0 0.0 26 0.0 22
Overall fiscal balance (excluding ondending)) -12 0.5 =54 -1.3 -4.1 -3.6 -122
(including onlending) -1.7 -1.2 -12.3 72 -14.9 93 -20.2
Financing 1.7 19 123 72 i4.9 93 202
Domestic (net) 2.7 0.6 52 0.2 0.2 -1.2 76
Banking system 3/ 0.2 43 &0 1.6 0.0 -54 oo
Monbanks 4/ 29 08 52 -1.8 02 4.2 716
Foreign (net) -1.o 14 71 74 15.1 10.6 126
Disbursements 2.0 38 10.2 102 181 13.5 15.0
Amortization paid (-) 3.0 25 32 2.8 3.0 30 24

(In percent of GDP)
Revenue and grants 233 229 20.8 202 17.5 187 175
Revenue 226 224 20.0 196 17.0 18.2 171
Tax revenue 18.5 19.0 16.9 16.3 14.8 15.5 146
Nontax revenus . 4.1 33 5.1 33 23 26 25
Grants 07 ¢X3) 0.8 0.6 05 05 04
Total expenditure (including onlending) 241 2.6 24.8 22 213 2.0 23
(excluding onlending) 238 231 26 207 185 19.6 204
Current expenditure 186 174 163 15.0 12.6 13.2 138
Current noti-interest expenditure 173 164 15.7 145 12.0 125 130
Interest payments (paid) 13 1.0 0.6 0.6 06 0.6 0.8
Capital expenditure and onlending 55 63 84 72 8.0 7.9 79
Contingency 0.0 0.0 0.0 00 07 0.0 0.5
Overall fiscal balance (excluding onlending) -0.% 0.2 -1.7 £0.5 -1.0 -0.8 =29
(including onlending) 03 07 39 20 3.8 23 47
Financing 0.3 0.7 39 2.0 38 23 47
Dlomestic (net) 12 02 1.7 0.1 0.0 0.0 1.8
Banking system 3/ 01 «0.1 0.0 0.4 [¢XH] -14 G0
Nonbanks 4/ 1.3 03 1.7 -0.5 0.0 1.3 1.8
Foraign (net) 04 05 23 23 38 2.4 30
Memorandum items: (In trillions of dong, unless otherwise indicated)

Augmented balance 5/ -1.7 -19 <123 9.6 -14.9 83 -20.2
{in percent of GDP) -0.8 0.7 -3.9 2.7 38 =23 4.7
Expenditures managed st units 6/ 36 6.6 30 63

(i pereent of GDP) 10 1.7 13 15
Wage and salary bill 14.5 16.2 i8.9 186 219 219 273
(in percent of GDP) 6.3 6.0 6.0 54 55 5.5 6.4

Social spending (in percent of GDP) 30 75 76 6.8 62 64 63

Sources: Ministry of Finance; and staff estimates and projections.

1/ Cash basis,

¥ Excludes current and capita) costs of state-owned enterprise and banking sector reforme,

3/ The difference between bank financing and net claims on govemment in the monetary survey for 1998 is due to bank recapitalization operations.
4/ Domestic nonbank financing is derived as a residual and includes statisticat discrepancy.

5/ Includes capital costs of bank restructuring estimated at I3 2.4 trillion (0.7 percent of GDP) in 1998,

6/ Self-financed expenditure undertaken by administrative units of the central and local governments, which are excluded from the above budget
presentation.
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1995 1996 1997 1998 1999 2000
Budget Staff Budget
estimate
{In trillions of dong)
Total revenue and grants 53.4 62.4 65.4 73.0 69.5 742 74.5
Tax revenue 42.4 51.8 53.1 59.0 58.7 61.3 62.0
Corporate income tax 1/ 7.4 26 11.6 13.1 i2.3 14.0 15.2
Individual income tax 0.5 14 1.5 1.8 1.5 L9 1.6
Capital user charge 13 L5 1.5 1.7 13 L5 1.4
Land and housing tax 0.3 0.4 0.3 0.3 0.3 0.3 a3
License tax 0.2 02 0.4 03 0.4 0.4 0.4
Tax on the transfer of propertics 1.0 1.0 1.0 10 0.8
Tax on land use right 0.3 0.4 0.3 03 0.2
Value added tax (VAT) 2/ 7.8 10.1 11.8 11.8 14.0 15.0 15.4
Excises 25 32 4.6 56 4.4 4.5 4.5
Slaughter tax 0.1 0.1 0.1 0.0 0.0 0.0 0.0
Natural resources tax 24 3.0 34 33 37 43 4.8
Agricultural tax L6 1.9 1.7 20 1.8 2.0 1.7
Taxes on trade 13.3 151 13.5 14.9 155 145 15.0
Petroleum surcharge .0 0.0 0.0 1.5 1.5 1.0 0.2
Other taxes 49 53 1.4 1.4 0.5 12 0.5
Nontax revenue 9.4 9.1 9.7 119 8.9 10.5 146
Fees and charges 39 4.1 4.0 39 4.0
Rental of land 0.5 0.5 0.5 0.6 0.5
Net profit after 1ax 2.4 2.1 2.5 2.9 42
Capital revenues 0.8 0.8 0.5 0.8 0.4
Other 21 43 1.4 2.4 1.6
Grants 16 1.5 2.6 21 1.9 1.9 1.9
{In percent of GDP)
Total revenue and grants 233 22,9 20.8 20.2 17.5 187 17.5
Tax revenue 185 19.0 169 16.3 14.8 155 14.6
Corporate income tax 1/ 33 3.5 37 3.6 31 as 36
Individual income tax 02 0.5 0.5 0.5 0.4 0.5 04
Capital user charge 06 0.6 0.5 0.5 0.3 04 0.3
Land and housing tax 0.1 0.1 0.1 0.1 0.1 1 0.1
License tax 0.1 0.1 0.1 0.1 0.1 01 Q.1
Tax on the transfer of propertics 03 03 03 0.3 0.2
Tax on land use right 0.1 0.1 o1 0.1 0.1
VAT 2/ 34 39 kR 33 3.5 38 36
Excises 1.1 1.2 1.5 1.5 1.1 1.1 1.1
Slaughter tax [EKH 0.0 0.0 0.0 0.0 0.0 0.0
Natural resources tax 10 i1 1.1 0.9 0.9 11 1.1
Agricultural tax 0.7 07 0.5 0.5 0.8 0.5 0.4
Taxes on trade 5.8 56 4.3 4.1 39 36 35
Petroleum surcharge 00 0.0 0.0 0.4 0.4 0.2 0.0
Other taxes 2.1 1.9 0.4 0.4 0.1 0.3 0.1
Nontax revenue 4.1 33 kN 33 2.3 2.6 25
Fees and charges 1.2 11 10 10 0.9
Rental of land 0.1 0.2 0.1 01 0.1
Net profit after tax 0.8 0.6 0.6 0.7 1.0
Capital revenues 0.3 0.2 2.1 0.2 0.1
Other 07 1.2 04 0.6 04
Granis 0.7 0.6 0.8 0.6 0.5 0.5 04

Sources: Ministry of Finance, Budget Department; and staff estimates.

1/ Profit tax prior to 1999,
2/ Tumover tax prior to 1999,
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Table 15. Vietnam: Government Expenditures, 19952000

1995 1996 1997 1998 1999 2000
Budget Staff Budget J/
estimate
(In trillions of dong)
Total expenditure (cash basis) 55.1 64.3 77.6 80.2 84.4 83.5 94.7
Total current expenditure (cash basis) 42.5 473 513 54.2 50.0 523 58.8
General administrative services 57 6.4 7.1 6.7 4.8 58 5.2
Economic services 490 42 4.5 48 48 52 5.1
Social services 18.2 203 237 244 24.7 254 26.7
Education 47 53 1.2 7.7 7.9 80 83
Heaslth 24 28 30 3.1 29 31 33
Social subsidies 74 8.2 932 8.7 8.9 9.1 88
Other 38 39 43 5.0 5.0 5.2 57
Other noninterest expenditure 2/ 11.7 13.7 14.0 16.2 13.2 13.5 18.2
Interest payments (paid) 4.1 41 39 21 2.5 2.5 315
Foreign 2.6 26 29 0.9
Domestic 1.5 1.5 1.0 1.2
Capital expenditure and onlending 12.6 17.1 264 259 31.9 31.2 337
Capital expenditure 12.1 15.6 12.5 20.5 21.0 255 257
Onlending 0.5 14 6.9 5.4 10.9 57 8.0
Contingency 0.0 0.0 0.0 0.0 26 0.0 22
(In percent of GDP)
Total expenditure (cash basis) 241 236 24.8 222 213 21.0 223
Total current expenditure (cash basis) 18.6 17.4 16.3 15.0 12.6 13.2 13.8
General administrative services 2.5 23 23 1.9 1.2 1.5 1.2
Economic services 1.7 1.5 1.4 1.3 1.2 13 1.2
Social services 8.0 75 76 6.8 6.2 6.4 63
Education 21 20 23 2.1 20 20 21
Heslth 1.0 Lo 1.0 0.8 0.7 0.8 0.8
Social subsidies 32 3.0 29 24 22 23 21
Other 1.6 1.4 1.4 1.4 13 1.3 14
Other noninterest expenditure 2/ 51 5.0 4.5 45 33 34 43
Interest payments (paid) 1.8 L35 1.2 0.6 0.6 0.6 0.8
Foreign 1.1 1.0 09 0.2
Domestic 07 0.6 03 03
Capital expenditure and onlending 55 6.3 84 72 8.0 7.9 79
Capital expenditure 53 5.7 62 57 53 6.4 6.1
Onlending 0.2 05 22 1.5 27 14 1.9
Contingency 00 0.0 0.0 0.0 0.7 0.0

0.5

Sources: Ministry of Finance, Budget Department; and staff estimates.

1/ Excludes current and capital costs of state-owned enterprise and banking sector reforms.

2/ Includes defense expenditures.
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Table 16. Viemam: Treasury Bill and Bond Issues, 1996-2000 1/
{In billions of dong, unless otherwise indicated)

Treasury Bills (one-year) Treasury Bonds (two-vear) Treasury Bonds (five-year)
Auction date Amount Average End-month Amount Average End-month Amount End-month
sold yield outstanding stock  sold yield outstanding stock  sold  outstanding stock
1996 December 0 824 92 12.0 1,260
1997 January 0 824 0 1,260
February 60 113 884 322 14.0 1,582
March 118 11.7 1,002 554 14.0 2,136
April 1 12.0 1,003 460 14.0 2,596
May 200 12.0 1,203 212 140 2,808
June 340 11.8 1,443 179 14.0 2,987
Tuly 548 112 1,872 388 14.0 3,375
August 253 109 1,825 469 14.0 3,844
September 521 103 2225 345 12.0 4,189
October 671 95 2,729 316 12.0 4,504
November 202 93 2,915 200 12.0 4,704
December 3 9.0 2,918 132 120 4,836
1998 January 0 2,918 0 4 836
February 25 11.3 2,882 0 . 4,836
March 33 12.0 2,797 185 12.0 5,021
April 184 11.7 2,980 172 13.0 5,193
May 378 118 3,158 232 13.0 5424
June 370 115 3,187 142 13.0 5,566
July 529 11.7 3,168 147 13.0 5,713
August 688 11.7 3,603 109 13.0 5,822
Septermber 396 11.7 3478 615 14.0 : 5,896
October 550 11.6 3357 559 14.0 5,996
November 200 116 3,355 410 14.0 6,238
December 369 11.6 3,721 272 13.0 6,418
1999 January 66 11.5 3,787 0 6418
February 69 115 3.831 587 13.0 6,683
March 255 11.0 4,053 1,366 13.0 7,495
April 278 102 4,147 874 13.0 7,909
May 201 9.9 3,970 341 13.0 8037 1,507 1,507
June 380 9.6 3,980 0 7,858 1,958 3,465
July 324 o4 3,775 0 7470 1,031 4,496
August 297 9.0 3,384 ] 7,002 0 4,496
September 410 79 3.398 0 6,657 0 4,496
Qctober 400 6.5 3248 0 6,341 0 4,496
November 333 4.9 3,381 0 6,141 Q 4,496
December 0 )] 3,012 0 6,009 0 4,496
2000 January 325 6.0 3271 0 6,009 0 4,496
February 350 6.0 3,552 0 6,009 0 4,496
March 977 57 4,274 0 5,824 0 4,496
Memorandum items: 1996 1997 1998 1999 20002/
Total stock of debt (in trillions of dong, end of period) 2,084 7,754 10,139 13,517 14,595
(in percent of GDP) 08 25 28 34 34

Sources: State Bank of Vietnam and Ministry of Finance; and staff estimates,

1/ In addition to these amounts, ID 246 billion in shorter-term maturity bills were auctioned during 1995-96. Treasury bills of varying
maturities have also been placed directly with the public through the Ministry of Finance's retail network.
2/ As of end-March 2000,
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Table 17. Vietnam: Monetary Survey, 1995-2000 1/

1995 1996 1997 1598 1999 2000
March June Sept. Dec.  March

(In trillions of dong, end of period)

Net foreign assets 1.9 143 21.0 31.2 36.6 427 49.8 61.6 2.6
Foreign assets 4.7 312 37.9 47.0 513 558 62.7 4.7 85.9
Foreign liabilities . =139 -170 -16.9 -15.8 -14.7 -13.1 -12.9 -13.0 -13.3

Net domestic assets 41.9 50.4 60.6 712 71.0 703 L2 31.0 84.1
Domestic credit (net) 47.1 553 66.8 810 827 825 83.3 89.6 93.3

Net claims on govemment 2/ 4.7 4.4 44 2.4 6.8 4.6 4.1 29 -1.7
Credit to the economy 424 50.9 62.4 7217 759 719 9.2 86.6 94.9
Claims on statz enterprises 241 26.8 310 38.1 3%.6 398 384 41.8 453
Claims on othet sectors 18.3 24.1 314 346 36.3 38.2 40.8 4“9 49.7
Other items, net 5.2 -4.9 6.2 9.8 -11.7 -12.3 -12.0 8.5 9.2

Broad money 52.7 64.7 8L6 102.4 107.6 112.9 121.0 i42.6 156.7
of which : total deposits 335 420 56.5 5.5 81.1 87.2 94,0 101.1 113.8
Doang liquidity 41.6 51.5 62,9 783 80.4 83.1 88.7 105.4 114.4

Currency outside banks 9.2 226 251 27.0 26.5 25.7 27.0 41.5 42.9
Deposits 225 289 37.8 514 53.9 57.4 61.7 63.9 755
Demand deposits 74 10.8 14.9 20.2 19.1 20.1 228 5.8 27.1
Other deposits 15.1 18.1 22.9 311 34.8 373 3RS 383 44.4
Foreign currency deposits 11.1 13.2 18.7 24.1 272 29.9 323 372 42.3
(in millions of U.S. dolars) 1,004 1,180 1,520 1,733 1,959 2,142 2,307 2,652 3,01
(in percent of total liquidity) 210 203 229 235 253 26.4 26.7 26.1 27.0

(Annual percentage change)

Credit to the cconomy 26.9 20.1 226 16.4 17.8 18.6 149 19.2 251
Claims on enterprises 12.7 113 15.6 29 23.0 19.2 71 9.7 144
Claims on other sectors 414 317 30.5 10.0 12.6 17.9 23.4 29.8 36.7

Broad money (M2) 226 2.7 26.1 256 28.0 29.5 293 39.3 45.6
af which: total depasits 316 253 343 336 37.9 37.8 371 34.0 40.3
Dong liquidity 24.4 237 2.0 24.6 24.8 26.3 28.7 346 42.3

Currency outside banks ' 29 18.1 10.9 14 4.3 7.6 79 54.1 61.8
Deposits 51.3 285 30.3 36.0 378 310 40,5 244 32.7
Foreign currency depesits 161 19.0 42.0 288 38.2 391 310 54.5 55.5

(Change in percent of beginning of year broad money)

Net foreign assets 9.1 6.5 10.4 12.5 16.8 20.6 23.6 207 334
Nei domestic assets 13,5 16,3 15.7 13.1 11.1 89 5.7 9.6 122

Met claims on government 0.3 0.5 0.0 49 3.6 12 0.3 =53 <79

Credit to the economy 209 16.2 178 126 13.6 14.0 110 13.6 177
Velocity 3/ 4.3 4.2 8 3.5 34 34 3.2 2.8 26
Money muitiplier 4/ 2.0 2.0 23 26 27 29 2.8 3.3 27
Currency to dong deposits (in percent) 853 8.4 66.5 525 45.2 44.9 43.7 63.0 60.0
Currency to total deposits {in percent) 572 53.9 44.5 357 32.7 295 28.7 41.1 377

Sources: State Bank of Vietnar: and staff estimates.

1/ Comprising four state-owned commercial banks and 24 nonstate-owned banks.

% Inclodes D 2.4 trillion recapitalization of state-owned commercial banks (SOCBs) in October 1998, under which frozen loans of SOCEs were written off
on behalf of the government and swapped for govemment equity in SOCBs.

3/ Velocity is measured as the ratio of GDP to end-of-period broad money (M2).

4/ Money multiplier is measured as the ratio of broad money (M2} to reserve money,
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Table 18. Vietnam: Balance Sheet of the State Bank of Vietnam, 1995-2000

1995 1996 1997 1998 : 1999 2000
March June Sept. Dec.  March
(In trillions of dong, end of petiod)

Net foreign assets 1L0 14.0 194 221 24.1 277 339 40.8 44.7
Foreign assets 152 20,0 2546 29.1 312 347 41.1 43.0 51.8
Foreign liabilities -4.2 -6.0 -6.2 -7.0 <71 -7.0 -13 -7.2 -7.1

Net domestic assels 15.8 18.2 164 156.6 15.1 10.9 9.4 174 13.6
Net domestic credit 99 13.0 11.0 123 1.8 7.4 6.1 10.5 5.3

Net clzims on governiment a0 52 4.0 6.3 5.0 03 -L.1 0.2 -5.9
Claims on banks 6.8 N 6.8 6.5 6.7 7.1 72 10.3 i1.1
Claims on enterprises and nonbank finsncial institutions 0.1 0.1 0.2 0.0 0.0 0.0 0.0 0.0 0.0
Other items, net 6.0 52 5.4 37 3.3 35 3.3 6.9 83

Reserve money 26.8 322 33.8 38.7 39.2 3846 43.3 58.2 583
Currency in circulation 20.0 338 26.3 283 282 274 28.7 44.9 443
Bank deposits 6.3 18 9.3 10.4 11.0 11.2 14.6 13.3 13.5

Vault cash 0.8 1.2 1.2 13 17 1.7 17 1.8 1.8

Required resetves 1/ 32 4.0 5.4 7.2 5.4 4.1 4.5 4.6 4.6

Excess reserves 1/ 3.6 4.2 29 1.4 4.4 57 2.1 84 84

Other deposits 0.s 0.6 0.2 0.0 0.0 0.0 0.0 .0 0.0
{Annual percentage change)

Net foreign assets 67.7 27.6 38.1 14.1 259 39.6 33.1 69.1 854

Net domestic assets -8.5 14.8 9.8 iR -8.9 -272 =432 15.6 -9.8
Net demestic credit -16.2 318 -15.6 17.1 9.8 -22.5 -52.4 -10.6 -55.3

Net claims on government -24.7 21 -22.3 56.6 16.4 B13  -116.9 960  -216.5
Claims on banks -12.6 13.5 -11.9 -8 7.0 20.6 10.1 53.6 65.9

Reserve money 125 20.0 11.1 8.1 9.0 10.8 119 48.5 488
Currency in circulation 32 18.9 10.3 76 4.7 7.7 15 59.4 591
Bank deposits 433 23.8 19.2 11.6 26.6 19.6 40.2 206 225

{Change in percent of beginning of year reserve money)

Net foreign assets 18.6 113 16.6 7.6 139 23.8 411 60.5 6.8

Net domestic assets 6.1 8.7 -5.5 0.5 4.1 -15.8 -20.0 2.4 6.8
Net domestic credit -3.0 11.7 -6.3 5.2 29 5.2 -12.9 0.6 2.0

Of which: Net claims on goverpment 4.2 8.1 -3.6 64 20 -11.2 -15.1 -11.6 -10.4

Memorandim item:

Gross official rescrves (in millions of U.S. dollars) 2/ 1,323 1,673 1,857 1,765 1,903 1,989 2,246 2,711 2,818
(in weeks of next year's imports) 3/ 52 6.4 7.2 6.7 6.4 6.7 16 9.1 £3

Sources: State Bank of Vietnam; and staff estimates.

1/ Staff estimate.

2/ Excludes foreign cutrency counterpart of povernment foreign currency deposits at the State Bank of Vietnam.

3/ imports of goods and nanfactor services.
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Table 19. Vietmam: Coneolidated Balance Sheet of Deposit Money Banks, 19952000 1/

1995 1996 1997 1998 1999 2000
March June Sept. Dee. March

{In tritlions of dong, end of period)

Net foreign assets 0.1 {14 1.6 9.1 12.5 15,0 159 20.8 279
Foreign assets 2.6 112 123 17.8 20.1 211 21.6 26.7 3.1
Foreign hiabilities 2.7 -11.0 -10.7 -8.7 -1.6 6.2 5.7 5.8 6.2

Net domestic assets 33.2 41.2 547 66.4 68.6 722 8.1 803 86.0
Net domestic credit from the commercial banks 43R 50.0 62.6 M7 T1.7 822 843 89.4 99.1

Net credit to government 1.5 -0.8 0.4 21 1.8 4.3 3l 27 42
Credit to the economy 423 50.8 62.3 727 759 7.9 792 86.6 949
State enterprises : 24.1 26.8 31.0 381 396 398 384 41.3 45.3
Other sectors 182 24.0 31.3 34.6 363 382 40.3 44.9 49.7
Of which: claims on nonbank financial institutions 0.0 0.0 0.1 0.1 0.1 0.0 0.0 0.0 0.0
Banks' reserves T6 93 9.5 29 11.4 11.6 15.3 15.6 143
Credit from State Bank of Vietnam -5.8 -6.1 5.6 4.2 -4.4 -5.0 6.4 -10.6 -11.1
Capital and rescrves -5.3 -6.2 -2 -11.6 -113 -11.4 -11.5 -11.6 -11.7
Other items, net 11 -3.7 -3.7 2.4 -4.9 52 -3.5 2.4 -4.7

Deposits 33.0 41.5 56.3 75.4 81.1 87.2 94.0 101.1 113.8

Dong deposits 220 283 376 51.4 53.9 57.4 61.7 63.9 7L.5
Demand deposits 6.9 10.2 14.7 20.2 19.1 20.1 228 25.6 27.1
Time deposits 15.1 181 229 31.1 34.8 373 3189 383 44.4

Foreign currency depositx .l 13.2 18.7 241 272 299 323 372 42.3
Demand deposits 8.9 11.0 156 21.2 24.2 272 29.5 34.6 40.0
Import/restricted deposits 21 21 3.1 2.8 31 2.6 27 26 2.3

(Annual percentage change)

Credit to the economy 26.8 20.0 226 167 18.0 18.6 14.9 19.2 251
State enterprises 17.7 113 15.6 229 23.0 192 71 97 14.4
Other segtors 41.3 315 304 10.6 130 17.9 234 0g 36.7

Credit from State Bank of Vicinam 9.1 143 252 193 217 254 223 19.6 276

Total depasits 358 254 357 341 382 378 371 34.0 40.3
Dong deposits 48.6 287 328 36.7 381 371 40.6 244 z7

Demand deposits 373 48.6 438 3798 303 40.7 45.0 26.5 417
Time deposits 543 19.6 26.6 36.0 42.9 352 381 23.0 277
Foreign ourrency deposits 16.1 19.0 420 8.8 382 391 31.0 54,5 55.5
Demand deposits 20.8 23.7 414 36.1 434 44.5% 333 62.7 65.6
Import/restrioted deposits 0.1 0.9 455 8.1 74 0.8 10.2 68 237

Memorandum items:

Foreign ourrency deposits (in millions of U.S, dollars) 1,004 1,180 1,521 1,733 1,959 2,143 2,306 2,652 3,011
(snnual percentage change) 2/ 16.4 17.5 28.8 14.0 200 207 302 53.0 537
{in percent of total depasits) 335 317 33.2 31.9 33.6 34.2 343 36.8 37.2
(change in millions of U.S. dollars) 3/ 142 176 340 213 225 409 572 918 360

of which: demand deposits 142 178 281 223 208 423 579 932 380

Sources: State Bank of Vietnam; and staff estimates,

1/ Comprising four state-owned and 24 nonstate-owned commercial banks.
2/ Twelve-month percentage changes,
3/ Change since the beginning of the year.
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Table 20. Yietnam: Disiribution of Credit, 1995-99

1995 1995 1997 1997 1998 1999 1/
{In bitlions of dong, erd of pericd)

Total credit to the economy 2/ . 4207 50,751 56,926 62,201 72,597 86,626
To state enterprises 24,079 26,810 28,964 31,222 38,076 41,753
To other sectors 18,198 23,941 27,962 30,979 34,521 44,873

Credit extended by state-owned commercial banks 33,647 38,320 43,742 48,042 59,087 70,698
To state enterprises 20,855 22,030 23,973 26,625 34,218
To other sectors 12,792 16,290 19,769 21417 24,869

Credit extended by other banks 3/ 8,630 12,431 13,184 14,159 13,510 15,928
To state enterprises 3224 4,780 4,901 4,597 3,858
To other sectors 5,406 7,651 8193 9,562 9,652

Tetal dong loans 2/ 25,927 32,187 38,190 42,801 53,541 68,510

To state enterprises 11,604 12,735 15,562 17,873 24,410
To other sectors 14,323 19452 22,628 24,926 29,231
Credit extended by siate-owned commercial banks 2241 27,056 32,759 36,876 41,363 57,086
To state enterprises 10,959 11,537 14,241 16,593 12,884
To other sectors 11,772 15,519 18,518 20,283 18,479
Credit extended by other banks 3/ 3,186 5,131 5,431 5,925 9,136 10,440
To state enterprises 635 1,198 1,521 1,282 1,526
To other sectors 2,551 3,933 4110 4,643 1,610
Total foreign currency loans 2/ 16,350 18.564 18,736 19,400 18,956 18,116
To state enterprises 12,473 14,075 13,402 13,347 13,666
To other sectors 3,875 4,489 £334 6,053 5,290
Credit extended by state-owned commercial banks 10,906 11,264 10,983 11168 17,724 13,611
To state enterprises 9,886 10,493 9,732 10,032 11,334
To other sectors 1,020 T 1,254 1,134 6,390 "
Cradit extended by other banks 3/ 5.444 7,300 7,153 8234 4,374 5,438
To state enterprises 2,58% 3,582 3670 3,315 2332
To other sectors 2,855 3,718 4.083 4,919 2,042

{In percent cf wotal credit to the economy)

Total credit to the economy 2/ 100.0 100.0 100.0 100.0 100.0 1000

To state enterprises 57.0 52.8 509 50.2 52.4 482
To gthet sectors 430 972 491 493 475 51.8
Credil extended by state-owned commercial banks 79.6 753 768 772 8.4 816

Ta state enterprises 403 43.4 42.1 42.8 47.1
To other sectors 303 321 347 344 343
Credit extended by other banks 3/ 204 245 232 28 136 18.4

To stale enterprises 76 24 ’ 8.2 14 53

To other sectors 12.8 151 144 154 133
Tatal dong loans 6.3 634 672.1 G3.8 739 791
Credit extended by state-owned commercial banks 538 333 5735 593 57.0 659
Credit extended by other banks 3/ 15 121 95 9.5 126 121
Total foreign currency loans 337 35.6 e 312 26.1 209
Credit extended by state-owned commercial banks 25.8 n2 19.3 180 244 157
Credit extended by other banks 3/ 129 14.4 13.6 13.2 6.0 6.3

(In billions of dong, end of period)
Total credit 1o the economy hy sector

Agriculture, fisheties, and forestry 24,255
Industry and construction 32,917
Industry 656
Construction 11,261
Trade, transportetion, snd communications 24,288
Trade 19,790
Transport, storage, and communications 4,498
Other services 5,165

{In percent of total czedit to the economy)

Agriculture, fishcries, and forestry 80
Industry and construetion . 330
Trade, transportation, and communications 280
Other services 60

Source: State Bank of Vietnam; and staff estimates,

1/ Beginning in 1999, credit to ths economy by sector of ownership are estimated rather than actusl daia.
3 Excludes net credit to the government.

3/ Includes 24 joint-stock banks, joint-venture barks, and branches of foreign banks.



Table 21. Vietnam: Overdue Loans of Deposit Money Banks, 1995-2000 1/ 2/
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1995 1996 1997 1998 1999 2000
March June Sept. Dec. March
(In billions of dong, end of period)

Deposit money banks 3,337 4726 7682 8,697 9,078 10,374 11,333 11470 12479
State-owned commercial banks 3,052 4205 5769 6471 6616 6,993 7810 7813 8827
Nonstate-owned banks 285 517 1.914 2227 2462 3,381 3,523 3.657 3,652

{(In percent of total loans)

Deposit money banks 7.9 9.3 12.4 12.0 12.0 13.3 14.3 13.2 13.1
State-owned commercial banks 9.1 11.0 12.0 11.0 10.6 11.0 12.1 11.1 11.0
Nonstate-owned banks 33 4.2 13.5 16.4 18.0 233 23.7 230 244

(In percent of total bank assets)

Deposit money banks 48 5.5 74 6.8 6.7 72 7.4 12 7.1
State-owned commercial banks 5.2 6.4 7.1 6.2 59 58 6.0 5.8 5.9
Nonstate-owned banks 29 2.6 85 9.3 10.6 146 15.2 15.1 14.1

(In percent of total overdues)

State-owned enterprises 497 442 34.8 34.7 352

Cooperatives 21 1.7 1.3 1.0 0.9

Joint-stock companies 33 11.8 457 46.7 464

Joint ventures 0.2 0.6 0.6 1.1 0.7

Private sector 427 41.7 17.5 16.6 16.8

(In percent of total loans to the sector)

State-owned enterprises 6.9 78 86 7.9 8.1

Cooperatives 263 29.7 402 35.1 336

Joint-stock companies 3.7 7.4 343 36.7 36.0

Joint ventures 04 1.0 1.2 2.0 15

Povate sector 12.7 14.9 B.1 7.7 17

Sources: State Bank of Vietnam; and staff estimates,

1/ Based on nonstandard classification of nonpexforming loans of four state-owned commercial banks and 24 nonstate-owned
banks, which tends to underestimate the actual amount of bad loans.

2/ Beginning June 1999, data on credit to the economy (including overdues) by sector of ownership not compiled by the

State Bank of Vietnam in consolidated balance sheet of deposit money banks.



Table 22. Vietham: Nominal and Real Interest Rates, 1995-2000
(In percent per year, end of period)

1995 1996 1997 1998 1999 2000
Mar. Tun, Sep. Dec. Mar Jun. Sep. Dec. Mar Jun.  Sep. Dec. Ian Feb. Mar.  Apr.

Nominal interest rates

Deposit rates 1/

Demand depaosits, entetprises 87 6.2 6.5 6.2 4.6 4.8 5.4 55 5.5 55 5.1 5.2 3.0 1.7 1.7 1.8 1.7 L7
Savings deposits (three-month), houscholds 18.2 21 104 2.9 78 8.1 94 9.9 2.7 9.7 2.4 2.1 5.1 4.0 3.7 37 37 36
Forcign cumrency demand deposits 27 2.7 24 24 2.6 23 23 23 1.6 i6 1.5 1.5
Foreign currency depesits (six-month) 5.1 5.1 5.1 4.9 4.9 4.7 4.8 4.5 37 38 3.8 4.0
Lending rates 2/
Working capital (short tecm) 283 159 154 152 127 127 152 150 147 147 139 137 127 117 114 114 108 102
Fixed capital (medivm term) 2.4 17.3 16.9 16.2 140 14.0 15.7 15.9 154 15.2 14.7 14.0 12.7 11.7 1.7 11.7 11.4 10.5
Foreign cwrency loans 9.5 2.5 9.5 0.5 8.5 8.5 8.5 8.5 7.5 7.5 7.1 T.0 7.2 6.5 7.1 7.2 7.0 6.9

Real interest rates 3/

Deposit rates
Demand deposits, enterprises 24 3.0 4.4 1.0 0.8 06 -26 30 35 3.5 0.1 0.1 1.6 2.1 29 35 3.8
Savings deposits (three-month), households 35 5.2 6.7 8.0 4.1 4.1 44 1.4 0.8 0.4 0.5 38 2.0 3.9 4.1 48 5.5 57
Foreign currency demand deposits w167 57 118 3.6 -6.1 <21 07 3.8 34 4.1 4.5 4.6
Foreign cunrency deposits {six-month) w183 82 145 6.0 -4.1 0.1 2.9 52 5.6 6.3 7.0 3.0
Lending rates
Waorking capital (short term) 124 118 1i6 133 89 86 100 6.2 5.4 4.9 4.6 82 94 1L7 118 126 127 124
Fixed capital (medium term) 73 132 131 150 102 99 105 7.0 6.0 54 53 8.4 94 117 121 129 134 128
Foreign currency loans -4.9 8.1 142 222 60 198 233 117 173 87 20 24 5.5 8.1 9.0 98 102 102
Memorandum items
Interest rate spread 4/ 10.2 6.8 5.0 53 4.9 4.6 58 52 5.0 5.0 4.5 4.6 7.6 7.7 7.7 7.7 7.1 8.6
Inflation 5/ 14.1 37 34 LY 35 38 4.7 83 8.8 9.3 89 51 3.0 0.0 0.4 -1.1 1.7 220
Exchange rate (+ depreciation) 6/ 0.9 24 7.8 135 1.1 146 190 115 188 106 -0.3 0.6 1.4 1.5 14 1.4 1.1 10

Sources: State Bank of Vietham; and staff cstimates.

1/ Mandated deposit rates through 1995; average of four state-owned commercial banks thereafter.

2/ Maximum lending rates through 1995; average of four state-owned commercial banks thercafier.

3/ Measured with respect to nominal interest rates at the end of cach quarter and average monthly inflation during that quarter usittg the cxact Fisher formula. Real interest rates on foreign currency deposits and loa
exchange rate depreciation using the same formula.

4/ Difference between interest rates on working capital and houscholds’ three-month savings deposits.

5/ Average monthly inflation during preceding quarter; not scasonally adjusted.

6/ Average depreciation during preceding quarter, annualized.

-gz-
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Table 23. Vietnam: Exchange Rate Developments, 1995-2000

1995 1996 1997 1998 1999 2000

(Twelve-month average; 1990 = 100)
Effective exchange rates 1/

Nominal 42.2 43.9 451 46.7 423 384 1/
Real 122.9 131.1 135.4 146.5 1374 1349 V

(Annual percentage change; - depreciation)

Nominal -5.6 4.0 2.8 3.7 9.5 6.2 1/
Real 6.5 6.6 33 8.2 -6.2 581/
(In units indicated)
Dong per U.S. dollar, end of period 11,015 11,150 12,292 13,896 14,028 14,085 2/
Dong per U.S. dollar, 12-month average 11,038 11,033 11,706 13,297 13,944 14,026
Dong per SDR, end of period 16,372 15,889 16,585 19,566 19,254 18,786 2/
Dong per SDR, 12-month average 16,739 16,017 15,631 18,038 19,066

(Annual percentage change, - depreciation)

Dong per U.S. dollar, end of period 0.3 -12 -10.2 -13.0 -0.9 -1.12/
Dong per U.S. dollar, 12-month average 0.6 0.0 -6.1 -13.6 -4.9 -1.5
Dong per SDR, end of period -1.5 29 4.4 -18.0 1.6 0.9 2/
Dong per SDR, 12-month average -6.7 43 24 -15.4 5.7

Sources: Vietnamese authorities; and IMF, Information Notice System , and staff estimates.

1/ For 12-month period ending April 2000.
2/ For 12-month period ending June 2000.
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Table 24. Vietnam: Balance of Payments, 1995-1999
(In millions of U.S. dollars, unless otherwise indicated)

1995 1996 1997 1998 1999
Estimate
Current account balance -2,648 «2,431 -1,664 -1,067 1,252

Excluding officiel transfers -2,801 -2,581 -1,839 -1,239 1,121

Trade balance . -3,155 -3,143 ~-1,315 981 1,080
Exports, f.o.b. 5,198 7,337 9,145 9,365 11,540
Imports, fo.b. 8,353 10,480 10,460 10,346 10,460

Non-factor services (nef) 159 -61 623 -539 -597
Receipts 2,409 2,769 2,530 2,604 2,668
Payments 2,250 2,710 3,153 3,143 3,265

Investment income (net) -279 -427 611 -669 -412
Receipts 96 140 136 133 160
Payments 375 567 747 802 572

Transfers (net) 627 1,200 885 1,122 1,181
Private 474 1,050 70 950 1,050
Official 153 150 175 172 131

Capital account balance 2,326 2,079 1,662 216 =334

Gross foreign direct investment (FD1) inflows 2,276 1,813 2,074 800 700
Equity 1,287 891 1,002 240 301
Loen dishursements 989 92} 1,672 560 399

FDI loan repaymens 8 55 174 372 603

Medium and Jong-term loans (net) -253 98 375 432 605
Disbursements 443 772 1,007 1,121 1,036

0DA loans 189 336 550 796 970
Commercial loans 254 436 457 326 66
Scheduled amortization 696 674 632 690 431
Short term capital (net) : 3 224 612 644 -1,036
Errors and omissions 299 71 -2 327 -150
Overall balance 23 281 -4 -524 768
Financing 23 281 4 524 =768

Change in net foreign assets of the State Bank of Vietnam (-, ncrease} -405 =260 -319 -15 -1,316

Of which: Change in net international reserves -390 -1%0 -214 90 937
Use of Fund credit (net) 92 178 -54 -78 -32
Other NIR -497 -438 -16{} 168 -805

Arrears and rescheduling 1/ 428 541 323 126 548

Debt relief 1/ 4] 0 0 413 0

Memorandum items:

Gross official reserves, including gold 1,323 1,673 1,858 1,765 2,711
In weeks of next year's imports 52 6.4 72 6.7 9.1
Ratio 1o short term external debt (in percent) 2/ 204.1 284.2 269.4 4056 4475
Ratio to broad money (in percent, end of period) 288 310 28.0 23.9 27.6

Current account deficit (in percent of GDP) ~12.8 9.9 -6.2 -39 44
Excluding official transfers -13.5 -10.5 -6.9 4.6 39

Export vahe growth (ennual percentage change) 282 41.1 24.6 24 232

Import value growth (annual percentage change) 41.1 255 0.2 -1.1 1.1

Sources: Data provided by the Viemamese authorities; and staff estimates and projections.

1/ London Club rescheduling was conclnded in early 1998,
2/ Bhort-term debt by remaining maturity refers to non-equity claims falling due over the next period.
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1995 1996 1997 1998 1999
Esti
(In millions of U.S. dollars, unless otherwise indicated)
Total exports, f.0.b. 5,198 7,337 9,145 9,365 11,540
(annual percemtage change) 28.2 41.1 24.6 24 23.2
(Excluding ofl) 4,174 5,991 7,726 8,132 9,448
(annual percentage change) 30.9 43.5 29.0 53 162
Crude of! 1,024 1,346 1,419 1,232 2,092
Velume (000 tons) 7,593 8,705 9,614 12,145 14,882
Unit value (US$/ton) 135 154 148 101 141
Coal 20 155 111 102 26
Volume (000 tons) 2,620 3,647 3,449 3,162 3,260
Unit valus (US$iton) 34 32 32 32 29
Rubber 159 163 151 128 147
Volume (000 tons) 132 122 195 191 265
Unit value (US$4on) 1,208 1,336 981 981 554
Rice 496 855 870 1,024 1,025
Vehtme (000 tons) 1,922 3,003 3,553 3,749 4,508
Unit value (IJ5$/ton} 258 235 245 273 227
Coffee 565 337 491 594 585
Volume ("000 tops) 241 239 389 382 482
Unit value (USS4on) 2,348 1,410 1,261 1,555 1,213
Marine products (including frozen items) 431 651 781 818 951
Garments 431 1,150 1,349 1,351 1,747
Footwear 200 531 965 1,001 1,392
Handicrafts 70 79 121 111 168
Other 1,732 20n 2,847 3,004 3,337
(In percent of value of total exports)
Crude ol 197 183 155 132 181
Caoal 1.7 21 1.2 11 0.8
Rubber 3.t 2.2 21 14 1.3
Rice 9.5 11.7 9.5 jLixs 29
Coffec 10.9 4.6 5.4 6.3 51
Marine producs 8.3 8.9 85 8.7 3.2
Garments 83 157 14.8 14.4 151
Footwear 38 7.2 10.6 10.7 121
Handicrafts 1.3 1.1 1.3 1.2 1.5
Other 333 28.2 31.1 32.1 289
(In percentage points of growth in the value of exports)
Crude oil 3.9 6.2 16 -2.0 9.2
Coal 04 1.2 0.6 0.1 «.1
Rubber 0.5 0.1 0.4 -0.7 0.2
Rice 1.7 6.9 0.2 1.7 0.0
Coffee 58 -4.4 21 1.1 -0.1
Marine products -30 4.2 L8 0.4 L4
Garments -1.1 13.8 27 0.0 4.2
Footwear 19 6.4 59 0.4 42
Handicrafis 1.7 0.2 0.6 0.1 0.6
Cther 16.1 6.5 10.6 1.7 36

Sources: Ministry of Trade and Customs Office; and staff estimatzs,
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Table 26. Vietnam: Merchandise Imports by Commodity, 1995-99

1985 199¢ 1897 1598 1999
Estimate

Total imports, c.i.f.
(anaual percentage change)

Petroleum products (gasoline, diesel, ete.)
Volume (603 tons)
Unit value (US$/on)

Fertilizer
Volume (000 tons)
Unit value (US$/ton)

Insecticide
Volume (1000 tons)
Unit value {US$/ton)

Steel and iron
Volutne (000 tons)
Unit value (US$ton)

Cement
Volume (000 tons)
Unit value (US3/tom)

Motorcycles
Volume ('000 unit)
Unit value {USSAmit)
Moutor cars and trucks
Volume {'000 unitz)
Unit vatue (US$/unit)
‘Wheat Nloor
Volume (000 tons)
Unit value {T1S$/ton)
Textile yarn (fibers)
Volume ("000 tons)
Uit value (USS/ton}
Cotton
Leather and gartent material
Cigaretts materia] (including tobacco)

Machinery and equip t (inchuding aircraft) 2/

Other

Petroleum products
Fertilizer

Insecticida

Steel and iron

Cement

Motorcycles

Motor cars and trucks
Wheat ffour

Textile yamn

Colion

Leather and garment material
Cigarette material
Machinery end equipment
Other

(In millioas of U.5. dollars, unless otherwise indicated)

8,381 11,644 11,592 11,527 11,623
438 389 -0.5 0.6 03
724 1,079 1,094 827 1,054
4,391 5,803 5.547 6,830 7.403
165 186 184 121 142
554 628 425 475 464
2,508 2,832 2,458 3,454 3,782
1 222 193 137 123
66 29 114 126 133
30 60 22 33 34
2,213 1,484 5,168 3,793 3,880
389 529 484 524 587
1,126 1,549 1,320 1,735 2,264
345 342 357 302 259
84 81 52 2 1
1,459 1,302 878 50 10
57 62 59 42 5
423 434 243 351 390
404 472 220 384 414
1,048 ag 1,104 o135 964
148 155 136 1306 g9
245 191 4.0 17.2 10.7
6,054 8,131 9,721 7,575 8,263
65 50 48 62 29
233 256 167 271 143
279 303 287 227 200
134 158 159 175 154
52 74 7 130 160
2,592 2,128 2,070 1,350 1,216
] 66 110 92 91
305 531 897 821 1,096
83 78 23 m 88
2,097 3,800 1,777 2,052 2,005
3219 3,926 39712 5,779 5,394
(In percent of value of tota} imports)
5.6 9.3 84 7.2 91
6.6 54 a7 41 4.0
13 08 1.0 1.1 11
4.6 4.5 42 4.5 5.0
10 0.7 0.4 0.0 0.0
50 37 21 30 34
18 1.3 1.2 1.1 1}
0.8 0z 0.4 05 02
1.6 1.4 14 1.5 1.7
1.1 06 Q.9 08 0.8
3.6 4.6 1.7 7.1 9.4
1.0 07 0.7 1.0 0.8
25.0 326 153 17.8 17.3
384 337 51.% 501 46.4

Seources: Ministry of Trade and Custorns Office; and staff estimates.
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Table 27. Vietnam: Direction of Trade, 1995-99 1/
(In percent of total exports or imports)

1995 1996 1997 1998 1999
Exports
Industrial countries or regions 66.0 68.4 67.2 73.1 734
Japan 26.8 21.3 13.2 18.0 17.6
Hong Kong SAR 4.7 43 4.7 24 1.8
Korea 43 17 4.5 1.9 1.7
Singapere 127 17.8 132 44 4.7
France 3.1 20 2.8 58 sl
Germany 4.0 31 4.5 9.2 9.0
Raly 1.0 0.7 1.3 28 2.7
"Nethertands ‘ 1.5 20 29 25 23
Switzerland 1.1 21 3.6 0.6 0.6
United Kingdom 14 17 2.9 4.2 4.4
Other Europe (industrialized) 2/ 0.9 1.4 22 8.1 1.3
United States 3.1 238 32 6.2 58
Canada 03 0.4 0.7 1.4 L3
Australia 1.0 0.9 25 5.4 8.4
New Zealand 0.0 0.1 0.2 0.3 0.2
Developing cauntries 34.0 316 328 269 26.6
China’ (mainland) 6.6 4.7 52 22 30
Indonesia 1.0 0.6 0.5 0.6 0.5
Malaysia 43 77 as 19 L7
Philippines 0.8 1.8 26 4.2 ER ]
Russia 1.5 1.2 1.4 0.6 0.2
Taiwan POC 8.1 7.4 £9 3.5 32
Thailand 19 1.5 16 2.4 22
Other 9.9 6.7 71 11.4 12.0
Imparts
Industrial countries or regions 61.5 67.8 66.7 58.1 584
Japan 11.2 11.3 13.0 11.8 4.1
Hong Kong SAR 5.1 71 52 4.5 3.9
Korea 154 16.0 13.5 121 124
Singapore 17.5 13.2 18.4 13.4 129
France 34 3.7 4.8 27 27
Germany 22 26 24 32 22
Italy 07 1.0 09 1.0 190
Netherlands 04 0.5 0.4 0.3 03
Switzerland 0.9 13 1.2 L] 0.5
United Kingdom 06 08 0.9 10 11
Other Europe (industrialized) 2/ . 0.9 1.4 L6 23 24
United States 16 22 22 24 25
Canada 03 0.3 0.3 0.3 0.3
Ausiralia 12 12 L7 21 1.8
New Zealand 0.0 0.2 0.2 0.4 0.4
Developing counitries 385 322 333 41.9 41.6
China {mainland) 4.0 3.0 3.5 o1 8.5
Indonesia 23 1.3 1.7 21 2.0
Malaysia 23 1.8 2.0 33 3.3
Philippines 03 03 03 0.8 0.8
Russia 1.8 L7 14 2.4 14
Taiwan POC 111 113 12.8 10.8 11.0
Thailand 54 4.4 5.0 53 54
Other 113 8.4 6.7 8.1 9.0
Memorandum items:
Eurcpean Union
Exports 119 10.9 16.1 321 309
Imports 8.1 029 11.0 10.4 9.6
ASEAN 3/
Exparts 206 294 23.8 13.9 13.2
Imports 278 26.1 278 254 249

Sources: Vietnam Customs Office; IMF, Direction of Trade Statistics, and staff estimates.

1/ Far 1998 and 1999, some data reflect partner country data.

2/ Defined as Austria, Belgium, Denmark, Finland, Greece, Iecland, Ireland, Luxembourg, Norway, Portugal, Spain, and Sweden.
3/ Including Lac PDR. and Myanmar beginning in 1997 and Cambodia in. 1999,
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Table 28. Vietnam: Commitments of Foreign Direct Investment, 1995-99 1/

1995 1996 1997 1998 1999
(In millions of U.S. doliars)

Industry 2,477 2,712 1,815 842 805
Heavy industries 1,342 1,347 746 553 369
Export processing zones 0 94 208 0 0
Light industries 668 613 508 208 240
Food 466 658 353 81 196

0il and gas iz 80 107 1,358 46

Construction 746 3,937 1,056 148 198

Transportation and communications 386 748 962 312 137

Real estate 2,666 917 384 899 148
Hotels and tourism 1,395 399 188 784 148
Office property and apartments 1,276 519 195 115 0

Agriculture, forestry, and fisheries 158 119 133 88 59

Services 144 128 197 250 168
Total 6,608 8,640 4,654 3,897 1,563

(In percent of total)

Industry 37.5 314 39.0 216 51.5
Heavy industries 203 15.6 16.0 14.2 23.6
Export processing zones 0.0 1.1 4.5 0.0 0.0
Light industries 10.1 71 10.9 53 154
Food 7.1 76 7.6 21 12.5

Oil and gas 0.5 09 23 34.9 3.0

Construction 11.3 456 227 ER] 12.7

Transportation and communications 5.8 8.7 20.7 80 88

Real estate 40.3 10.6 3.2 231 2.5
Hotels and tourism 211 4.6 4.0 20.1 9.5
Office property and apartments 19.2 6.0 4.2 3.0 0.0

Agriculture, forestry, and fisheries 24 14 29 22 38

Services 22 1.5 4.2 6.4 10.8
Total 100.0 100.0 100.0 100.0 100.0

Sources: 'Miuistry of Planning and Investment (MPI) and State Bank of Vietnam: and staff estimates,

1/ As reported by MPI. Includes investments by domestic joint venture partners.
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Table 29. Vietmam: Disbursements of Foreign Direct Investment, 1995-99 1/

1995 1996 1997 1998 1999
Preliminary
{In millions of 1.8, dollars)

Industry 1,118 1,117 704 347 612
Heavy industries 539 490 306 207 383
Export processing zones 0 30 72 0 47
Light industries 347 342 195 103 105
Food 231 254 131 37 78

Qil and gas 14 64 6l 843 186

Construgtion 264 1,138 381 52 115

Transportation and communications 371 27 894 302 95

Real estate 1,131 330 154 61 301
Hotels and tourism 681 136 82 32 121
Office property and apartments 450 194 72 29 180

Agriculture, forestry, and fisheries 82 55 62 37 93

Services 68 57 80 164 72

Total dishursements 3,048 3,032 2,336 1,806 1,474

Total disbursements: staff estimates 2/ 2,276 1,813 2,074 800 700

(In percent of total)

Industry 36.7 368 30.1 19.2 41.5
Heavy industries 177 162 13.1 11.5 260
Export processing zones 0.0 1.0 3.1 0.0 32
Light industries 114 113 83 5.7 7.1
Food 7.6 84 56 20 53

Oil and gas 0.5 21 26 46.7 12.6

Construction 87 373 163 29 78

Transportation and communications 122 89 383 16.7 6.4

Real estate 371 109 6.6 34 204
Hotels and tourism 224 4.5 35 18 82
Office property and apartments 14.8 6.4 3.1 1.6 122

Agriculture, forestry and fisheries 27 1.8 26 20 6.3

Services 22 1.9 34 9.1 49
Total 100.0 100.0 100.0 100.0 100.0

Memerandum item:

Total disbursements (in percent of GDP) 14.7 123 87 6.7 52

Sources: Ministry of Planning and Investment (MPT); and staff estimates.

1/ Data on disbursements classificd by industry as reported by MPI. Calculated as fotal reported disbursements less
equity contributions of domestic partners. Thus, data include domestic borrowing by the joint venture. Data are

subject to extensive revision.

2/ Staff estimates are based on reported foreign equity inflows plus foreign borrowings by joint ventures, as
reported by the State Bank of Vietnam. For 1998 and 1999, also based on other indicators of investment inflows.
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Commitments 2/ Disbursements
1995 1996 1997 1998 1999
Estimate
(In millions of U.S. dollars)
Singapore 573 2,718 478 224 152
Taiwan POC 1,060 4835 222 194 116
Korea 594 749 628 200 191
Japan 1,183 591 643 541 415
British Virgin Islands 461 1,290 191 128 18
Hong Kong SAR 135 251 223 105 158
Malaysia 98 84 151 111 95
Thaitand 138 238 237 42 10
United States 503 81 172 11 41
France 112 91 52 74 64
Australia 112 44 3 6 62
Other 723 618 1,182 169 149
Total 5692 7.240 4,183 1,806 1,474
(In percent of total)
Singapore 10.i 37.5 114 12.4 10.3
Taiwan POC 13.6 6.7 53 10.7 79
Korea 104 10.3 15.0 11.1 13.0
Japan 208 82 15.4 30.0 28.2
British Virgin Islands 8.1 17.3 4.6 7.1 12
Hong Kong SAR 24 35 53 5.8 10.7
Malaysia 1.7 12 3.6 6.2 6.5
Thailand 24 33 57 23 0.7
United States 8.8 1.1 41 0.6 28
France 2.0 13 1.3 4.1 44
Australia 20 0.6 0.1 04 4.2
Other 12.7 8.5 28.3 9.3 10.1
Total 100.0 100.0 100.0 100.0 100.0

Sources: Ministry of Planning and Investment (MPI); and staff estimates.

1/ Data as reported by MPL See Table 29 for qualifications.
2/ Data on country distribution of FDI commitments not revised, as were data in Table 28.
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Table 31. Viemam: External Debt and Debt Service Obligations, 1995-99 1/

1995 1996 1997 1998 1999
Estimate

(In miilions of U.S. dollars, end of period)

Total convertible currency debt stock 7,259 9.029 10,336 10,319 10,577
Medium- and long-term debt stack ) 6,478 3,024 9,551 9,645 10,020
Public sector 15,121 15,308 16,028 15,939 16,598
Public sector convertibie debt 4,524 5,081 5,557 5,424 6,083
Officiel loans (excl. Russia and IMF) 2,885 2,922 3,141 3,290 4,159
Commercial (London Club) 907 978 923 666 666
State-owned enterprises 2/ 238 525 885 974 787
IMF 377 538 490 n 354
Other 59 59 59 59 59
Private sector 1,953 2,943 3,994 4,221 3,937
FDI-related 1,851 2,718 3615 3,803 3,599
Orther 102 225 379 418 3137
Short-term debt stock 781 1,005 785 674 557
Total external debt service 920 932 1,293 1,583 1,525
Principal’ 704 684 860 1,139 1,062
Interest 216 298 433 444 463
Public debt 869 844 881 922 602
Principal 692 621 660 708 363
Interest 177 222 221 214 239
Private debt 52 139 413 661 923
Principal 12 63 201 431 699
Interest 40 76 212 230 224

(In percent of GDP)
Total debt service 4.4 4.0 48 58 5.4
of which; public 42 34 33 34 2.1
Total convertible currency debt stock 350 36.6 386 38.1 37.1
of which : public 312 20.6 207 20.0 21.4

{In percent of exports of goods and nonfactor services)

Total debt service 121 9.8 11.1 13.2 10.7
of which : public 114 8.4 7.5 7.7 4.2
Total convertible currency debt stock 85.2 79.9 81.8 86.2 70.5
of which : public 59.5 30.6 476 45.3 42.8

Memorandum item:
Nonconvertible debt 3/ 10,597 10,227 10,471 10,515 10,515

Sources: Vietnamese authorities; and staff estimates.

1/ Convertible currency debt only.
2/ Includes loans to state-owned enterprises not classified elsewhere,
3/ In millions of transferable rubles.
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I. Recent Developments in the External Trade System

During the 1990s, Vietnam’s trade system evolved from comprehensive control of the
balance of payments towards protection for import substituting industries. In the wake of the
Asian crisis, trade restrictions were tightened in 1998 and early 1999 to protect the balance of
payments and preferred domestic sectors. Some liberalizing steps have been taken since late
1999 as concerns within the government grew over the link between high protection and the
poor competitiveness of domestic industries. Many of these industries, often financed by
domestic banks or through external borrowing, are now characterized by high production
costs, excess capacity, and debt service difficulties. Moreover, as the liberalization under the
ASEAN Free Trade Area (AFTA) is entering a more intensive phase, the potential impact of
regional integration by 2006 on domestic industries is now becoming apparent. Thus, this
note also includes a summary of Vietnam’s commitments under AFTA.

Foreign trading rights

Decree 57 issued in July 1998 effectively extended the right to export unrestricted goods to
all domestic enterprises. This permitted many more producers to deal directly with importing
firms in Vietnam’s export markets, and, as a result, to develop greater knowledge of market
requirements and eliminate some inefficient intermediaries. Together with market opening
agreements with the European Union and Japan, these reforms contributed to the substantial
growth in manufactured exports in 1999. As a further step, the right for domestic enterprises
to import any goods not subject to restrictions was included in the Enterprise Law (passed in
June 1999), but the implementing regulations have not yet been issued.

Trading activities of foreign-invested enterprises are governed by the Foreign Investment
Law (FIL). The authorities have stated that the right of foreign-invested enterprises to export
is the same as for domestic enterprises. Regarding imports, foreign-invested enterprises can
import inputs for production, but because they are not approved for trading activities (if they
are set up for manufacturing), they cannot import other products in their line of business that
may be needed to fill out their product range. Amendments passed in May 2000 to the
Foreign Investment Law did not change this situation.

Quantitative restrictions

Effective April 1, 2000, quantitative restrictions (QRs) were removed from 8 of the 19 items
subject to QRs. The items liberalized were liquid soda, raw materia! for plastics, fertilizer,
ceramic and glass consumer goods, bicycles, ceramic sanitary wares, consumer electric fans,
and plastic packaging. Tariffs on these items were increased to 100 percent for some glass

consumer products and 80 percent for bicycles, but the rate on fertilizer was only raised to
5 percent.

More generally, there appears to be a much greater easing of the import regime than implied
by the removal of QRs. In the first half of 2000, imports rose by an estimated 34 percent
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(over the same period in 1999), after three years of no increase in the value of total imports
(despite large increases in oil prices, high export growth in 1999, and real GDP growth of
3-5 percent during these three years).

The goods remaining subject to QRs are ceramic and granite tiles, vegetable oil, window
glass, paper (newsprint, writing, and packaging), construction steel, cement and clinker,
motor cars for 16 or fewer passengers, motorcycles and kits, sugar, alcoholic beverages, and
petroleum products. The last two items were removed from the list of items subject to import
licensing (Decision 242/1999/QD-TTg), but are under separate controlling instruments that
still restrict the total value of permitted imports.

Tariffs

In early 1999, a new and substantially revised the tariff schedule was introduced. It reduced
the maximum standard tariff rate to 50 percent; about 1 percent of line items had rates above
this level, mainly alcoholic beverages and motor vehicles. This new schedule was also more
in line with the harmonized standard nomenclature, increasing the total number of tariff items
to about 6,000.

In early 2000, the tariff schedule was again revised, partly to reflect the tariff increases
needed for the newly liberalized imports. These changes contributed to the increase in the
number of tariff rates to 19 from 12 in 1999. Notwithstanding the increases in tariff rates on
the liberalized items, the average tariff rate from the schedule remained at 15.5 percent, since
the number of items with rates of 20 percent or less increased slightly.

Bilateral trade agreements

The bilateral trade agreement under discussion with the United States, would give Vietnam
normal trade access to the U.S. market (subject to annual approval) in exchange for Vietnam
phasing in steps to liberalize nontariff barriers, customs procedures, investment neasures,
and entry requirements for some services, and for reducing some tariffs. The framework was
agreed in principle in June 1999, but formal approval by Vietnam was not given. In early
2000, the Vietnamese authorities requested further discussions on some of the items in the
agreement and discussions resumed in early July 2000.
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Vietnam: Summary of Normal Tariff Schedule, 1999-2000

Rates in 1999 Rates in 2000
Bands Number of lines; Bands Number of lines:
number percent number percent
0 1,965 324 0 2,029 320
1 148 24 1 173 2.7
3 374 6.2 3 381 6.0
5 616 10.2 5 679 16.7
10 448 74 7 7 0.1
15 58 1.0 10 519 8.2
20 531 8.8 12 2 0.0
30 663 109 15 79 1.2
40 617 10.2 18 1 0.0
50 574 9.5 20 516 8.1
60 34 0.6 25 3 0.0
100 28 0.5 30 633 10.0
40 678 10.7
45 2 0.0
50 569 9.0
55 1 0.0
60 12 0.2
80 9 0.1
100 48 0.8
Total 6,056 100 Total 6,341 100
Number of bands 12 Number of bands 19
Average: 15.5 Average: 15.4
Standard deviation: 17.7 Standard deviation: 18.1

Source: Tariff schedule from the Ministry of Finance.

" The normal tariff rates are termed preferential in the official schedule There are also nonpreferential
tariff rates about 50 percent higher than these rates, which are applied to imports from countries without a
trade agreement (or not in the process of negotiating one).
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APPENDIX
ASEAN Free Trade Area (AFTA)

Atend 1995 Vietnam signed the AFTA agreement with the core commitment of reducing
tariffs on almost all imports from AFTA members to 0-5 percent by the start of 2006. For the
first five years Vietnam’s AFTA commitments were met by applying low tariffs to goods that
did not compete with domestic production. Beginning in 2000, however, this liberalization is
beginning to exert pressure on domestic enterprises to improve competitiveness.' Moreover,
since AFTA members are in many cases low-cost producers, this process is likely to increase
Vietnam’s potential for manufactured exports by significantly reducing the costs of
production and providing relatively strong international competition. Under the rules for

AFTA, Vietnam is to submit a roadmap for meeting its commitments in 2001-06 by end
2000.

Specific commitments

The structure of Vietnam’s agreement under AFTA is similar to the other members and is
based on classifying the approximately 6,300 items on Vietnam’s tariff code into four lists:

1. Inclusion List (IL) This list covers items on which tariffs are to be reduced to the
common effective preferential tariff (CEPT) of 0-5 percent by 2006. It effectively comprises
all items not on the exclusion lists below and will comprise about 6,030 items by 2003. The
IL currently comprises 4,233 items, of which tariffs on 1,270 items are over 5 percent and
451 items are over 20 percent, with tariffs on a few items as high as 50 percent. Although a
linear tariff reduction over the phase-in period is recommended, the annual tariff rate
reduction must be at least 5 percent. A comparison of the 1999 and 2000 CEPT schedules
suggests that the most common reduction was 5 percentage points. Under the implementing
arrangements, by 2003 very few IL items would have CEPT rates over 20 percent.

2. Temporary Exclusion List (TEL) This list covers items to be phased into the IL by 2003.
In early 2000, in accordance with the existing plan, 640 items were moved from the TEL to
the IL, to bring the IL up to 4,233 items. After the 2000 installment, the TEL now comprises
about 1,800 items, which will be transferred to the IL in three roughly equal annual
installments, so that by 2003 the TEL will be depleted.

3. General Exclusion List (GEL) This list covers items not subject to liberalization for
cultural, security, health, and environmental reasons. This list comprises 202 items, including
alcoholic beverages, automobiles, motorcycles and kits, and petroleum products, which are

' AFTA members accounted for 19 percent of Vietnam’s exports and 28 percent of imports
in 1999.
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currently subject to quantitative restrictions. However, the scope of the GEL is being
reviewed, and a few items, including radios and larger motorcycles are likely to be removed.

4. Sensitive Exclusion List (SEL): In accordance with the Protocol on Sensitive and Highly
Sensitive Products signed on September 30, 1999, Vietnam has 51 items, mainly unprocessed
agricultural products and including sugar, on the sensitive list and no products on the highly
sensitive list. Items on the SEL are to have tariffs reduced to 0-5 percent by 2013, and by at
least 10 percent each year starting no later than 2006, but sugar is specifically to reach the
0-5 percent target by 2010. All quantitative restrictions and other nontariff barriers are to be
removed from these items by 2013.

Vietnam: CEPT Tariff Rates, 1999-2000

Rates in 1999 Rates in 2000
Bands Number of lines: Bands Number of lines:
number  percent number  percent
0 1,523 427 0 1,690 399
1 82 23 1 155 37
3 332 9.3 3 335 7.9
4 1 0.0 4 0 0.0
5 561 15.7 5 783 18.5
7 20 0.6 7 10 0.2
10 261 7.3 10 573 13.5
15 470 13.2 15 129 3.0
20 25 0.7 20 107 2.5
25 24 0.7 25 13 03
30 33 0.9 30 72 1.7
35 3 0.1 35 280 6.6
40 231 6.5 40 82 1.9
45 1 0.0 43 1 0.0
50 3 0.1
Total 3,567 100 Total 4,233 100
Average: 7.1 Average: 7.3
Standard deviation: 10.6 Standard deviation: 10.7

Source: Tariff schedule from the Ministry of Finance.

Nontariff barriers

Under the AFTA agreement, QRs for the IL items should be removed at the latest by the time
the import: (i) satisfies the AFTA content requirement of at least 40 percent; (ii) is on the IL
of both source and destination country; and (iii) has a CEPT rate of 20 percent or less. In
practice, Vietnam has removed QRs on AFTA imports sooner, and on a multilateral basis,
typically when the item was moved from the TEL to the IL. Other nontariff barriers are to be
removed from the goods within five years from when these three conditions are met.
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I1. Recent Developments in the F oreign Exchange System
Recent developments in the foreign exchange market

Since the early 1990s, following the unification of exchange rates, exchange rate
management has been characterized by periodic adjustments to the band within which the
official exchange rate was allowed to move. From August 1998 to February 1999, the
interbank exchange rate of the dong was subject to a maximum 7 percent depreciation limit
from the fixed official rate vis-a-vis the US dollar. In practice, the interbank exchange rate
remained at the lower limit during this period. In February 1999, a new system was
introduced under which an official exchange would not be set, but an interbank market rate
would be quoted daily, calculated as the weighted average of rates in the interbank market
during the previous day. However, the value of the dong in the interbank market is not
allowed to depreciate by more than 0.1 percent compared to the previous day. This new
system was aimed at gradually moving toward greater exchange rate flexibility and giving
more weight to market forces in exchange rate determination.

Since the introduction of the new exchange rate regime, movements in the rate have been
marginal. Between February 1999 and June 2000, the dong depreciated in nominal terms by
only I percent vis-a-vis the US dollar. This stability was aided by the strong export
performance (see Note III) coupled with stagnant imports, and larger inflows due to measures
taken in 1999 to encourage remittances by Vietnamese overseas.

However, there have also been pressures on the dong. For example, because of the lower
interest rates on dong deposits (which were reduced by 6 percentage points in 1999 to

4 percent by year-end) at a time of rising U.S. dollar interest rates, the interest rate
differentials on deposits increased sharply, causing a portfolio shift toward foreign currency
deposits. The rapid expansion of credit since late 1999 is also likely to increase the derand
for foreign exchange. Also, the relaxation of the foreign exchange surrender requirement
from 80 percent to 50 percent in August 1999, at a time when some participants in the
exchange market were experiencing delays in obtaining foreign exchange, was accompanied
by temporary pressure on the dong from some hoarding of foreign exchange..

Information from the authorities on the parallel market exchange rate shows that deviations
from the interbank rate were less than 2 percent in 1999, Although the reported parallel
market exchange rate in Vietnam is not a fully representative market rate, in earlier years it
had provided some signals on whether the interbank rate was notably misaligned. The value
of transactions in the officially quoted parallel market is small, estimated at US$1- 5 million
a day, while the size of the interbank transactions is estimated at about US$40-50 million.

Official intervention policy in the exchange market aims at maintaining export
competitiveness, managing imports, and smoothing out short-term exchange rate
fluctuations. However, in practice this policy has contributed to the stability of the dong vis-
-vis the US dollar. The State Bank of Vietnam (SBV) has also intervened at times when
there was uncertainty in the market and when it considered that the supply and demand for
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foreign exchange did not reflect underlying market factors. For example, intervention took
place in February 1999, when the new exchange rate mechanism was introduced, and in the
latter part of the year on account of concern over the millennium bug.

Recent developments in exchange restrictions

Although foreign exchange restrictions have recently been eased, the system is still
considered restrictive. In particular, there are three restrictions on payments for current

account transactions which are subject to approval under the Fund’s Articles of Agreement,
Article VIII, Sections 2, 3, and 4).

1. Foreign exchange balancing requirement is imposed on foreign-invested companies. It
was introduced at a time of foreign exchange shortages, requiring foreign-invested
enterprises to balance their foreign exchange needs with their foreign exchange receipts,
as stipulated in the Foreign Investment Law (FIL). Although this restriction has become
effectively less binding, affecting apparently only a small proportion (20-30 percent) of
foreign-invested companies, it remains a source of concern for foreign investors.? In May
2000, the FIL was amended, resulting in a significant relaxation of the foreign exchange
balancing requirement for foreign-invested enterprises and parties to business
cooperation contracts. Most classes of foreign-invested enterprises are now permitted to
buy foreign exchange from commercial banks, subject to the same regulations as
domestic enterprises (see below). However, in some cases where the foreign investment
is in projects considered by the government to be important, including for infrastructure
works, the government will guarantee the availability of foreign exchange. Implementing
regulations, which are required to make this change effective, have not yet been issued.

2. The amendment to the FIL also reduced the rates on the tax on profit remittances. The
new tax rates are 3, 5, and 7 percent, compared to the previous rates of 5, 7, and 10
percent. This tax, which applies to the repatriation or remittance of profits by foreign
enterprises (and not on profit itself), continues to give rise to a multiple exchange rate
practice and constitutes another exchange restriction.

3. In addition to these explicit restrictions, there are other administrative measures and
controls that limit the foreign exchange available for imports of certain goods, depending
on the foreign exchange situation. For example, importers of consumer goods are
required to supply their own foreign exchange for imports and are only allowed to use

*The SBV indicates also that the balancing requirement could be avoided given that foreign
enterprises could always pay Vietnamese companies in dong to import on their behatf, but
there are likely to be additional costs from this operation. Foreign-invested enterprises
approved for the production of import substitutes have generally been exempted from the
balancing requirement and are permitted to buy foreign exchange in the market.
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immediate payment methods.” In addition, “non-priority” goods have been constrained by
the availability of foreign exchange at the commercial banks, which contributed to the
low level of imports in the past three years.

During 1999, there was no evidence that the nonavailability of foreign exchange contributed
to the incurrence of external payments arrears. External arrears identified in the balance of
payments were only incurred on the transferable ruble debt to Russia, which is under active
negotiation. However, foreign-invested enterprises rescheduled almost half of their debt
service obligations to parent companies and foreign commercial banks, due mainly to
financial difficulties and not related to exchange restrictions.

Conclusion

The recent relaxation of exchange controls and the relative stability of the exchange rate are
encouraging, but further reforms of the exchange arrangements are needed to boost
confidence and attract foreign direct investment. In particular, the foreign exchange
balancing requirement and the tax on profit remittances by foreign-invested firms should be
removed. Also, the difficulties and delays in obtaining foreign exchange from commercial
banks should be overcome by further widening the band for movements in the interbank
exchange rate to allow the rate to better reflect demand and supply conditions in the market.

Elimination of the surrender requirement would also help in broadening the foreign exchange
market,

>The most recent renewal of this control is in the Decision on the Management of Import and
Export of Goods in the Year 2000 (Decision 242/1999/QD-TTg), promulgated in

December 1999. There are also specific restrictions on the import of commodities such as
gold and other precious metals where import licenses are granted only if importers have the
required foreign exchange.
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IIl. Recent Export Performance

Export performance in 1999 and early 2000

The growth rate of Vietnam’s exports in 1999 outperformed that of most Asian countries.
After a weak performance in 1998, exports rose sharply by 23 percent (to US$11.5 billion) a
rate comparable to those prevailing in the mid-1990s. Performance in the first haif of 2000
continued to be strong, rising by an estimated 25 percent over the same period in 1999. Three
main factors have contributed to this strong performance in 1999:

* Asurge in the value of crude oil exports by 62 percent due equally to increases in both
price and volume, accounting for slightly more than one-third of total export growth. The
bulk of oil exports continued to go to the Asian region.

* Arecovery in the Asian region, which also led to increased demand for nonoil €xports
from Vietnam.

* Anincrease in nonoil exports to the European Union (in particular garments and
footwear) which benefited from more favorable access to the area in 1999,

Over the medium term, exports are expected to continue to grow, especially with more robust
growth in nonoil exports, assuming cautious macroeconomic policies, an acceleration of
structural reforms, and the liberalization of exchange and trade arrangements.

Vietnam: Coniribution to Export Growth by Commodity and Region
(In percentage points of annual export growth)

1997 1998 ' 1999

Total exports 1/ 24.6 24 232
Oil exports 1.0 -2.0 9.2
Nonoil exports 236 4.5 14.0
Asia & Pacific region 10.5 3.0 4.7
European Union 15.2 32 52
United States 1.0 1.2 04
Other -3.0 -2.9 38

1/ Annual percentage change.
Regional demand for noneil exports from Vietnam is also expected to remain reasonably
strong, given the projected continuation of the regional recovery. Staff projections suggest
that real GDP growth in most countries in the region would be in the range of 4-6 percent in

2000, with the average export-weighted real GDP growth rate for the Asian region of about
5 percent per year during 2000-02.



However, given the volatility in oil prices and the large share of crude oil in total exports
(17.5 percent in 1999), and the continued reliance on other traditional exports (i.e., coffee
and rice), the export base will remain vulnerable to terms of trade shocks if structural reforms
and private sector development—which aim in part at diversifying this base over the medium
term—do not materialize.* In addition, the possible loss of competitiveness in other sectors
such as garments and footwear due to higher production costs associated with continued
heavy regulations would put at risk this medium-term outlook.

Export market shares

In the last few years Vietnam appears to have gained some market share in major export
markets. Vietnam’s relative performance in the markets of Japan, other Asia, western
Europe, and the United States was compared with imports from a group of competitor
countries (Thailand, Indonesia, Philippines, and China) in 1996-98. Vietnam has lost only
marginally its market share in Japan, and made some small market gains in other markets
with a noticeable increase in Europe. Imports from the Philippines and China increased the
most in these markets at the expense of imports from Thailand and Indonesia. The relatively
large increase in Vietnam'’s market share in Europe mainly reflects increases in quotas and
improved market access.

Real effective exchange rates

Using recent trade weights, Vietnam’s real effective exchange rate (REER) appreciated by
about 3 percent since June 1997. The REER with respect to Asia (excluding Japan)
appreciated by 8 percent in the period since June 1997, largely due to the sharp depreciation
of the nominal exchange rates of its regional trade partners, and by 4 percent against main
European partners. By contrast, the dong depreciated by 14 percent in real terms with respect
to the dollar and the Japanese yen. Compared to the REERs of selected Asian countries,
Vietnam’s REER has appreciated, while others have depreciated since the onset of the Asian
crisis (see chart).

Notwithstanding these developments, caution is required in using the REER as a measure of
export competitiveness, especially in an economy such as Vietnam. To the extent that there
are administered prices (such as petroleum products), ceilings on bank lending rates, and
subsidized production (as with loss-making SOEs), the REER is likely to overstate
Vietnam’s competitiveness. In addition, the presence of significant trade and exchange
restrictions means that it is harder to determine an equilibrium exchange rate to serve as a
benchmark for comparisons. Also, the equilibrium REER can change over time due to
structural changes in both the home and directly competing countries

* In addition, at current levels of preduction, a US$5 decline in the average per barrel price of
crude oil would likely lower exports by US$0.5 billion, or 5 percent of total exports.



ilo

-45 .

VIETNAM

REAL EFFECTIVE EXCHANGE RATES
{(June 1997 = 100)

140

REAL EFFECTIVE EXCHANGE RATES
130 OF SELECTED ASIAN COUNTRIES
120 |

Vietnam

90 Philippines
I e e ¥ ST PN T S e e
70
60 |
T?:a'ifand
s bea o 1 L L N BN | Lo P L i
OJAN APR TUIL oCT AN APR JUL ocT JAN APR UL ocT TAN APR.
1997 1998 1999 2000
150
VIETNAM'S REAL EFFECTIVE EXCHANGE RATE
VIS-A-¥IS MAJOR TRADING PARTNERS
49
,"" Asia fexcl. Japan)
130 A

Japan 1/
B I L L L I n 1 n i L n 1 i 1 1 i 1 ] 1 " ] i 1 2 A 1 i i 1 l 1
GJAN APR JUL OoCT JAN APR JUL OCT JAN APR JUL OCT JAN APR.
1997 1998 1999 2000

Sources: IMF Information Notice System, the Vietnamese authoritics, and Fund staff estimates.

1/ Bilateral real exchange rates,

140

130

120

S0

80

70

60

50

150

140

130

120

HO

90



- 46 -

IV. Summary of Current Poverty Sitnation®

In recent years, Vietnam has made considerable strides in reducing poverty, but it still
remains one of the poorest countries in East Asia. During the period 1992-99, real per capita
income (in dong) increased by an average of 5.8 percent a year (staff estimate), However, in
1999, per capita GDP was still only US$372. Based on the 2000 World Development
Indicators, per capita GNP in Vietnam was in the bottom quintile (of the 138 reporting
countries) in 1998, and was only about

one-third the level recorded in the low Vietnam: Poverty Rates and Distribution
and middle income countries of the East
Asia and Paciﬁc region. 1992493 1957/98 Change
Accordin g to the latest Vietnam Livin g (In percent of total population living below the poverty line)
Standards Survey (1997/98), conducted Toial 352 e By
- . Tban . i =D

by the General Statistical Office (GSO) Rural 66.4 4.9 324 1/

y : 3 By region
with technical assistance frqm the World Higheat 2 86 a6
Bank, the share of persons living below Lowest 3/ 32.7 7.6

the poverty line in Vietnam fell from 58

: {In percent of total population)
percent in 1992/93 to 37 percent in

_ Total 4/ 100.0 100.0 16 5
1997/98.° The Attacking Poverty report Urban 19.6 223 435/
attributes this decline in poverty to high Ruzal 504 77 0.9 5

growth rates, despite a rise in inequality
that occurred during this period.’
However, it cautions that recent dramatic

Sources: GSO, Viemam Living Standards Survey (1997/98);
and staff estimates.

1/ In percent.

gains in poverty reduction remain quite 2/ For both periods, the Northern Uplands, comprising the
: : region to the north and west of the Red River Delta.
fragile. In particular, because a large 3/ For both periods, the Southeast, including Ho Chi Minh City,
number of persons were positioned close 4/ Based on annual official estimates adjusted using 1989 and
1999 census data.

to the poverty line in 1993, modest

5/ Average annual percentage change.
Improvements in income and employment

3 This section draws heavily from the joint government, donor, and NGO report titled
Vietnam Development Report 2000: Attacking Poverty (1999), which was prepared under the

guidance of the World Bank in conjunction with the December 1999 Consultative Group
meeting,

® The level of food poverty, defined as persons with expenditure lower than the cost needed
to obtain daily food equivalent of 2,100 keal, also declined significantly over this period,
from 25 percent to 15 percent.

7 If inequality had not increased, the report notes that Vietnam would have been able to
reduce poverty by an additional 8 percentage points.
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opportunities have been sufficiently strong to pull them over the poverty line so that they are
now bunched just above the line.® It follows that the slowing of economic activity
experienced over the past few years may have pushed a number of these persons back below
the line, since per capita GDP growth is not evenly distributed.

Based on the most recent living standards survey and as discussed in the Attacking Poverty
report, the current poverty situation in Vietnam can be summarized as follows;

Poverty is largely a
rural phenomenon in
Vietnam, with 45
percent of the rural
population living
below the poverty line
in 1997/98. Farm
incomes have risen
substantially, but farm
employment has not
Tisen owing to
productivity gains.
Therefore, the
generation of nonfarm
rural employment
remains a major
challenge.

Vietnam: Growth in Per Capita Household Expenditure, 1992/93-1957/98
(Average annual percentage change)

Tetal population Mo schoaling Urban Rurat Highest guintile
Souwrces: GSO, Vietmam Living Standard Survey (1997/98); and staff estimates,

1/ Expenditure quintile,

Lowest quintile

Urban poverty, while comparatively small, may be a particularly complex phenomenon,
as among other things the creation of new employment opportunities in urban areas
appears to be more closely linked to the implementation of structural reforms and
improvements in the investment climate.

Equity is primarily a urban-rural issue in Vietnam, but is also an issue of concern across
regions and gender. Inequality in access to education may be one factor explaining intra-
country differences in poverty patterns.

The vulnerability of the poor to household-specific and system-wide shocks (both
internal and external) appears to be greatest among rural households, which poses a major
challenge to poverty reduction efforts.

% According to World Bank estimates, the incidence of poverty likely fell in the range of 30-
45 percent of total population in 1998.
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® Moreover, formal safety net coverage is low
and not well targeted. Most migrants to urban
areas, who tend to be poor, lack permanent
registration status and thus face greater
difficulties in accessing public services. Literacy rate 1/

Yietnam: Education Standards

1992/93  1997/98

Urban 93.3 94.1

Rural 84.8 88.0

; : : Male 91.4 93.7

The Atiacking Poverty report identifies several Fernale 823 856

factors that contributed to the significant

ion i H : School enrollment rates (net), 1997/98 2/
reduction in poverty in the mid-1990s. In rural enro rates (net)

areas, where agriculture remains the dominant 6-10years old All school ages
source of income and employment, the rural Urban 95.9 63.5
living standard beneﬁte.:d from more diversified pural eptintile g b
and rising agricultural incomes. In particular, Richest quintile 96.8 70.0
farm households growing industrial (mainly

cotton, jute, rush, sugarcane, peanuts, soybeans, Source: (S0, Viemam Living Standards Survey
and tobacco) and perennial (tea, coffee, rubber, (1997/58).

coconut, and pepper) crops experienced the 1/ In percent of population 10 years and older.

2/ In percent.

largest revenue gains. Rapid growth also was
experienced in household nonfarm employment
in rural areas (mainly retail trade and food processing)—by an average of 6.7 percent a year
during 1993-98°, compared with growth in household farm and wage employment of 0.8
percent and 3.3 percent, respec-tively. Overall, rural employment increased by an average of
1.7 percent a year during 1993-98, compared with rural population growth of about 1 percent
a year, suggesting that factors such as family planning and rural-urban migration may also
have been factors in explaining rural poverty reduction. In addition, underemployment
declined significantly, but it remained much higher in 1998 in rural (61 percent) in
comparison to urban (40 percent) areas.'®

Rice-—the main staple of Vietnam—remained the dominant source of farm income

(43 percent of total agricultural revenue in 1998). However, between 1993 and 1998, real per
household revenue derived from the sale of rice rose by only about 4 percent a year,
considerably lower than real GDP growth. Among factors identified as limiting income
generating opportunities in the agricultural sector are continued restrictions on land use, lack
of access to high quality seeds and adequate fertilizer, and existence of a rice export quota.
Moreover, agriculturally-oriented state-owned enterprises still exert some control over input,
output, and export marketing decisions, which limit farm income growth.

? However, 85 percent of rural nonfarm enterprises employ just one or two workers, with
three-quarters of these enterprises also engaged in other forms of employment.

" In Vietnam, unemployment rates are not a very useful indicator of labor market changes,
since most people are engaged in some form of activity and open unemployment is rare
(except in urban areas).
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In urban areas, poverty reduction has also derived from growth in nonfarm and wage
employment, although each was roughly at the level of urban popuiation growth during
1993-98, which averaged about 4 percent a year. However, owing to a large drop in urban
household farm employment, total urban employment increased by only 2 percent a year.
Therefore, factors explaining the drop in urban poverty are less conclusive than those
explaining the drop in rural poverty. It should be noted that the latest living standard survey

is likely to have

1 Vietnam: Indices of Income and Savings Per Capita and Share of Nonfarm Income by
underestimated the level mam: Indi AT
of urban poverty by

FéwEE‘i Income per capita, right scale 1/ &==3Savings per capita, right scale 1/ —— Share of income from nonfarm activity, left scalc}

100 - 350
USS$1.086
90 - = 300

excluding those migrants
who do not have a right
to permanent residency

80

in urban areaS.“ " 1 256
+ 200

Despite the impressive o1 |

rise in industrial 50 1

production during this 01 1 100

period (on average by 30 4 150

about 13 percent a year), 20 Lo

employment in this
sector grew at less than 4
percent a year. Industrial
enterprises, in which the state sector is dominant, tend to be capital intensive and heavily
protected and, as a result, more oriented toward import substitution. Moreover, many of these
enterprises have become loss-making as they have been exposed to more competition. The
Attacking Poverty report found that the capital intensive and enclave nature of industrial
production in Vietnam tended to minimize its effect on employment creation in the rest of the
economy.

Source: GSO, Vietnam Living Standards Survey (199748); and stzff estimates,

1/ National average = 100.

The Attacking Poverty report concludes that the level and pattern of growth in the future will
determine the pace of poverty reduction, noting that the importance of economic growth in
raising living standards of the poor in Vietnam cannot be overestimated. The pattern of
growth, however, will not likely to be able to replicate the land reform-based, agricultural
diversification growth experienced in the early and mid-1990s, which is now reaching its
constraints. Thus, the report notes that the real challenge will be on the creation rural
nonfarm and urban employment, with the creation of conditions for new small- to medium-
scale enterprises playing a significant role to this end.

" Adjusting for unregistered urban migrants, the World Bank estimates the incidence of
urban poverty was in the range of 10-15 percent in 1998.



V. Vietnam: Summary of the Tax System as of January 1, 2000

Nature of the tax Tax deductions and exemptions Rates
1. Personal Income Tax and Enterprise Income Tax
1.1. Personal Income Tax
(a) Regular income (in cash or kind): Individual investors arc exempted for 5-10 years from income tax applicable Fur citizens: gross rate
- salaries and wages to income samed by contributing capital and purchasing shares in business monthly income (VIND mil) (VND + % over floor)
- allowances 0-2 exempt
- bonses Investors are exempted from income tax applicable to income eamed by 23 10%
contributing capital through intellectual property rights, technical know-how, 3-4 20%
or technological process 4-6 30%
6-8 W%
Excluded are: 8-10 50%
- interest income 10+ 60%

- rental income

- social benefits

- remuneration for technical innovation/invention
- travelling expenses, allowances for shift work,
income eamed in noxious or dangerous conditions
or in mountainous areas and stipulated offshore
istands

- dividend

{b) Iregular income
- gifis in kind from overseas
- lottery prizes
- fees or commissiaons for technology
transfer, industrial design or technical

1.2. Supplementary Income Tax

Levied on monthly income above VNDS$ million
net of regular income tax paymnent

1.3.1. Enterprise Income Tax

Taxable income defined as the difference between
the total fevenue and total expenditure of

the enlerprise, together with any other income
such as rents, proceeds of liquidation or transfer
of assets, profits eamed from business operations
abroad, and profits from financial dealings.

MNon-citizens are exempted.

For chemicals, construction (excl. cement), transportation (excl. air and taxi),
mining and steel production 25% rate until 2002 (1/1/2002)

For oil sector, and resources exploitation sectors 32-50% at govemment discretion
For other resources exploitation sectors 32-50% decided by MOF or Foreign
Investment License issuing authority with the agreement of MOF.

For resident foreigners, Victnamese on mission or
working overseas:

gross rate
monthly income (VND mil) (VND+% gver floor)
0-3 T exempt
8-20 10%
20-50 20%
50-80 30%
80-120 40%
120+ 50%
For non-resident forcigners: flat rate 10%
For citizens and resident foreigners:
transaction income (VND mil) tax yate
0-2 0
2-4 5
4-10 10
§0-20 15
20-30 20
30+ 30

Gifts in kind from overssas: flat 5% (nil below 2 million)
Lottery winnings: flat 10% (nil below 12.5 mitlion)
Income from technology transfers: flat 5% (ndl below 2 mil.)

30% of excess income

32% standard rate
$0% oil sector standard rate

Co-operatives, households whose income are gained by
agricultural activities and products value are less than
90 million dong per year or income less than 36 million

_Og_



V. Vieinam: Summary of the Tax System as of January i, 2000

Nature of the tax Tax deductions and exemptions Ratas
Exemption or reduced rate for establishment of production, for BT or BOT dong per year, are the exemption of this regulation.

Expenditures deductible from revenue: contracts, investment projects in regions with difficult or particularly difficult

- costs of raw and other materials and energy econemic and social conditions, and following investment projects:

required for the manufacture of principal products - afforestation and forest planting

and by-products or for the provisien of services - infrastructure and public transport

- wages, salaries, allowances - gducation, health care, culture

- depreciation of fixed assets - expost production and trading

- costs of research and development - agricultural and maritime development

- costs of acquisition or of the right to use any - science, business management, technology transfer

technical documents, patents, or license, and - production reform or relocation

costs of technical service - developing preferential professions

- enterprise management cxpenses

- taxes (other than profit tax or prefit remittance tax) Investors of export products production entities and export products trading

- intersst payments (subject to certain limitations) cstablishments receive additional reductions as follows:
~ costs and expenses for packaging, distribution - 50% reduction in first year when export a new product, or when

and storage export to a new market

- costs of insuring the assets of the enterprise "~ 50% reduction in the year when export tumover exceeds that the previous ysar
- any losses brought forward from previous years (max 5) - 20% reduction in the year when export eamings exceed 50% of turnover, or in
- social insurance expenses the third consecutive year of stable export markets
- expenses incurred for employee safety - additional 25% reduction of the tax on income from exports in the above-listed
- severance payments cases if projects in regions with difficult economic and social conditions

- overhead cost allocations - exemption from the tax on income from cxports in the above-listed cases if

- other expenditures not exceeding 5% of the total projects in regions with particularly difficult economic and social conditions

amount of the above egpenditures

1.3.2. Enterprise Income Tax on Foreign Enterprises and Joint Ventures

As13.1. Tax holidays: Standard rate 25%
Joint ventures and wholly foreign-owned companics may be 0il 50%
considered for tax holidays. The helidays take the form of a complete
exemption from profit tax for a certain period beginning immediately Preferential rates of 20%, 15%, 10% available for
after the project becomes profitable, followed in turn by a period where tax is inward investment:
charged at half the agreed preferential rate. The duration of holiday 1. Foltowing the granting of investment license, the
periods depends on tax rate applicable to project as follows: following rates are available for 10-15 years:
(2) projects subject to standard rate may be considered for max, two years' A 20% for 10 yoars
exemption if investment made for production in rural areas for projects meeting at least one of the following criteria:
(b) projects subject to 20% rate may be considered for one year's (a) more than 500 cmployees
exemption, followed by up to two years at 10% rate {b) advanced technology used, investment in R&ED
(c) projects subject to 15% rate may be considered for two years' (c) at least 56% of production for export
exemption, followed by up to threc years at 7.5% rate. (d} grow or process agricultural, forest, or aqua products
{d) projects subject to 10% rate may be considered for four years' {e) use Vietnamese raw material
exemption, followed by up to four years at 5% rate. Afforestation or
infrastracture projects in mountainous or remote areas and projects with large- B. 15% for 12 years for projects meeting at least one of
scale socio-econemic impact in the special investment enconragement list obtain the following criteria or two of the criteria in A:
exemption for B years after becoming profitable (n) at least 80% of production for export
(¢} projects in investment encouragement areas and investment encourggoment {b) infrastructure construction and operation projects
special list obtain exemption for 4 years and 50% reduction for the next 4 years. (c) heavy industry such as refining of metals, production

of primary chemicals, refined oil products, fertilizers,

_'[g-..



V. Vietnam: Summary of the Tax System as of January 1, 2000

Nature of the tax

Tax deductions and exemptions

Rates

1.3.3, Enterprise Income Tax on Foreipn Contractors
Based on value of contract with Vietnamese party

1.4. Excess Income Tax
Levied on after-tax income in excess of 12 percent
of the ownery’ capital

1.5. Withholding Profit Remittance Tax
Income camed by any way is taxable when remitted
to foreign countries.

1.6. Capital Gains Tax
Taxable ga‘in is defined as the transfer price less the
eriginal cost of the transferred capital and expenses
associated with the transfer

If profits are reinvested in the business for at ieast three years, the tax paid
on profits so reinvested may be refunded. Such profits, when eventually
repatriated, are subject to profit remittance tax,

Enterprises in "industrial zones" are entitled to the following tax incentives:
(a) production enterprises exporting less than 50% of production have tax
rate of 15%, with tax exemption for 2 years after having taxable income
(b) production enterprises exporting 50-80% have the rate of 7.5%,
with tax exemption for two years after becoming profitable
{e) production enterprises exporting more than 80% have 10% rate, with
exemption for 2 years after having taxable income and 5% rate for the following
two years
(d) service enterprises have 20% rate, with exemption for one year after
having taxable income
(e} a company developing infrastructure of an industrial zone has 10% rate, with
exemption for 4 years after having taxable income, and 5% rate in following 4 yeam

Enterprises operating in "export processing zones™
are entitled to the following tax inceniives:
(a) 10% rate for production and 15% for service enterprises
(b) exemption for the first two years after having taxable income for service and

four years for production enterprises

Foreipn investors fully contributing legal capital and reinvesting their earnings
into projects included in the list of encouraged projects for at least 3 years
are refunded the profit tax paid on reinvested samings, The refund mate is:

{a} 100% for projects subject to 10% tax rate

(b) 75% for projects subject to 15% tax rate

() 50% for projects subject to 20% tax rate

Exempted arc forcign companies as well as preferential investment projects and
projecta in regions with difficult o particularly difficult economic and
social conditions

For enterprises in "industrial zones" and "export processing zones", tax rate 5%
BOT, BTO or BT enterprises: tax rate is 5%

Transfer to State-owned enterprises where State shares are dominant: exempt

Transfer to other Vietnamese enterptises other than above ones: reduction of
50% tax rate

Expatriates: exempt

and heavy metal engincering; car component, motarbike
and electronic items production
{d) planting of perennial industrial trees
(€} projects in arcas under difficult natural,
socio-ecanomic conditions
{f) projects in which the foreign party undertakes to
transfer the assets to Vietnam for nil consideration
at the end of the operating period (including
hotel projects),

C. 10% for 15 years for projects in areas under
difficult conditions
(a) infrastructure projects in areas under difficult
natural, socio-economic conditions
(b) investment in mowntainous and remote areas
(c) afforestation projects
{d} projecta approved under the BOT, BTQ, BT
regulations. (10% for whole period, except first 4
profitable years exempted and following 4 years 5%.
K project is on the investment encouragement list,
exemption first § profitable years)
(e) projects in the special investment encouragement list

Freferential tax rate shall be applied during the whole duration
of projects that are on the investment encouragement list or
on the investment encouragement special list

1. 1% for trading businesses

2. 2% for transportation, construction and production
3. 5% for services

4. 10% for profit from loan and copyright.

25%

1. 5% where foreign investors contribute legal capital of
more than US$10 million.
2. 7% where foreign investors contribute legal capital
more than USS$5 million
3. 10% in all other cases

25%

]
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V., Vietnam: Summary of the Tax System as of January 1, 2000

Nature of the tax

Tax deductions and exemptions

Rates

2. Social Security Contributions

3. Taxes on Goods and Services

3.1. Value-added Tax
For imports, base includes the import doty
- Goods and services for the purposes of production,
business and consumption in Vietnam.
- For domestic production-business goods, tax is put
upon before-VAT price.

3.2, Special Consumption Taxes {Excises)

Tax base iz the tax-exclusive sale price, except for
domestically produced aleohol, casino business,
Jackpot machines, and golf course business,

for which the taxable price is specifically stipufated
by govemment.

Expatriates: exempt

Until 2002, maximum reduction of 100% if VAT liability exceeds tumover tax
Liability and causes losses

50% reduction for trading of excisable goods, engines and machinery

Regulations on 27 groups of goods not subject to VAT (below)
(i) agricultural production
{ii) excisable production and imports
(jii} transfer of land use rights
(iv) credit services
(v} certain insurance services
{(vi) medical services
(vii) teaching and training
{viii) printing and publishing (newspapers and certain types of publications)
(xi) bus transport
{x) goods in transit
(xi) technology transfer
{xi1} imported fixed assets
(xiii) goods and services for intemational transport and consumery abroad
(xiv} gooda and services by businesses below threshold
{xv) foreign charity and grants, and related imports
(2vi) temporary imports for re-exports
(xvii) materials for export production
{xviii) goods and services for international traffic
{xix} goods sold at duty free shops
(xx) unprocessed gold
(xxi) arms for national defense
(aoxii) state-ovwmed houses sold to tenants
(xxiii) non-business cultural and sports activities
(xxiv) statc-funded broadcasting
{(xxv) public sanitary, drainage, and park services
(porvi) geological investigation and surveys
(xxvii) imrigation

Not subject o special consumption tax:
(a) goods directly exported by production or processing enterprises
{b) goods imiported in the following cases:
- humanitarian aid, non-refundable aid programs, donation to stato agencies,
political organizations, socio-political organizations, social organizations,
socic-occupational organizations, units of amed forces, diplomatic immunity,

Employer contributes 15%; and cmployes contribules
5% of employee's total wages

Health insurance payable by employer at 2% of
employee's wages; employee contributes another 1%.

0%: Exports

5%: Pravision of essential goods and services
(&.g. clean water, fertifizers, foodstuffs, medicines,
various agricultural goods and services)

10%: "Standard rate”
(e.g. mineral prods, power, electrical products, processed
food, construction, assembly, post and transportation)

20%: Trading in precious minerals, loiteries.
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Nature of the sx

Tax deductions and exemptions

Rates

For imported goods, the taxable price is the import
dutiable price plus the import duty.

(a) cigarettes, cigars

(b) beer

(c) alcoholic beverages other than beer

{d} cars

{e) gasoline

(D air conditioning equipment (below 90,000 btu)
{g) playing cards

{h) votiic paper and products

(i) massage, karaoke, dance-hall business

(j) castno business, jackpot machines

(k) betting on horse and motorbike tace

{1} golf course membership, playing fees

3.3, Taxes on Natural Resources
() production royalties
Calculated on selling price at exploitation sitc

duty-free luggage

- goods in transit

- goods temporarily imported for re-export
- goods temporarily exported for re-import
- goods imported for duty-free sale

“Exemptions from or reduction of execises granted in folowing cases:

(a) difficulties for enterprises producing excisable goods due to disaster, war,
sudden calamity

(b) small-scale loss-making beer production (until May 20, 2003)

() domestic automobile manufacturers are entitled to reduction from $0%
to 100% until May 20, 2003, after which the period can be exiended
by 1-5 years if they continue to suffer losses

(d) reduction of 30% for golf coutse businesses uatil May 20, 2001

Joint ventures partially exempted

25% for cigarettes without filiers

45% for cigarettes with filters (mainly domestic materials)

65% for cigarettes with filters (mainly imported materials)
and cigars

50% draft beer

65% can beer

75% bottle beer

15% medicinal wine

20% if below 20% aleohol {alcohol from fuit)
25% if between 20 and 30% alechol

55% if between 30 and 40% alcohol

70% if above 40% alcohol

30% if 16-24 seats
60% if 6-15 scats
100% if under 5 seats

15%
20%
30%
60%
20%
25%
20%
20%

2-5% metallic minerals

1-4% non-metallic minerais
2-3% gold

4% rare soil

3-8% gemstones

1-3% coal

6-25% oil

0-10% gas

5-40% natural forest products
2-10% natural marine products
0-4% natural water

0-20% other natural resources
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Nature of the tax

Tax deductions and exemptions

Rates

(b) rent of land, water, and sea surfaces

Payable by foreign-invested enterprises and contracting parties.

[

3.4. Wiﬂﬂlﬁlding Tax on Payments in Respect of Intellectual Property

Royalties, license fecs, management fees

3.5. Import and Export Duties

Tmport duty is based on the contracted CIF and
d.a.f, price, except for 20 goods for which
a minimum import price has been determined.

- Import taxable value iz determined as contract value
maiched with documents related to buying and selling
(CIF price); if import by road way,as buying price
under Vietnam border conditions (DAF); except some
goods under the control of the State, taxable price
shall be applied according to mintmum price as
regulated {cumrently incl. 15 groups of commodities)

- The regulation on import duty upon petrol, lubricant
has many purposes: stabilizing price, encouraging
investment to the domestic production of
petrot/lubricant.

- Bxport taxable price is determined as selling price
at export gate (FOB)

-Minimum taxable value is determined by :

based on purchasing price in international markets or
forcign trade contract of import goods of the same kind,
referencing domestic price of import goods and comments
of Ministry of Trade and Customs Department.

~ Commedities subject to current export duty includes:
~ Crude oil
- Wood and woody products
- cashewnut
- alos-wood
- minerals
- precious and semi-precious gemstones
- particle of precions and semi-precious
+ gemstones
- metallic wastage
- uncompleted metals
- enprocessed leather, skin
= botanical materiaia (rattan...)

- Individuals bearing personal income tax
- Companies bearing enterprise income tax
- Contractor bearing the rate of 10%

Exempted importts are:
~ goods for national defense and security industrics
- goods and services imported for cducatton er scientific research
~ goods temporatily imported for subsequent export and those
temporarily exported for fairs and exhibitions
Additional tax-exempted imports-exports are;
- imports, exports of moving assets
- satnple of imports, exports
- imports, exports of duty-free luggage of passengers
- imports, exports of foreign organizations and individuats
enjoying immunities and privileges in Vietnam under the regulation
of the Law of Vietnam, and in consistence with intemational convention
signed or attended by Vietnam
- imports for selling duty-free
- imports, exports of foreign-funded enterprises and co-operating foreign parties
under the Law of Foreign Investment:
- imported equipment, machines fo be fixed assets of enterprises
- special vehicles in imported technological chain to build up fixed assets
and pick-up means {automobiles with more than 24 seats)
- components, spare parts, appurtenances, appliances, moulds accompanied
the above-mentioned machines, equipment, vehicles
- imported materials used for projects of BOT, BTO, BT
- plant seeds, animals, special agriculture chemicals permitted to import
to conduct agriculture, forestry and fishery projects
- other commoditics, materials for investment encourzgement special
projects under the regulations of the Government
- commodities sold by demestic otganizations and individuals
{including foreign-funded enterprises) to processing enterprises
obtaining export duty exemption
- enterprises selling their-own products to other enlerprises for producing
exports shall obtain import exemption for the materials related to
the above-mentioned products
- humanitarian aid; gifts as separately stipulated
- goods in transit

Imports of equipment, machinery, and means of transportation are exempted
for the following investment projects:

- afforestation and forest planting
- infrastructure and public transport

Depending on the particular conditions in the locality
US$0.02/square meter - US$12/square meter

Import duty rates (preferential or normal rates) : 0%, 1%, 3%, 5%,
10%, 15%, 20%, 30%, 40%, 50%, 60%; max 100%

Ordinary rate, applied to non-MFN imports, max 70%
higher than preferential rate
Preferential rate applied to MFN (and most) imports
Especially preferential rate applied to imports from countries
with which Vietnam signed agreements Lo apply such rate (mainly
for the Asean Free Trade Area).

Discretionary additional tax is imposed in case of:
- import dumping
- imports subsidized by exporting country, thus hindering
domestic production
- imports from countries imposing strict import tax policy
on Vietnatnese exports

Export duty rates:
= crude oil 4%
- wood and woody products: 5%, 15%, 20%
- cashewnut: 4%
= aloe-wood; 20%
- minerals: 1%, 2%, 5%, 10%, 20%
- gemstones: 1%, 3%, 5%
- metallic wastage: 35%, 40%, 45%
- semi-product metals: 2%, 5%, 10%
- unprocessed leather: 10%
- botanic materials {rattan ...): 3%, 10%
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V. Vietnam: Summary of the Tax System as of January 1, 2000

Nature of the tax Tax deductions and exemptions Rates
- education, health care, culture
- ¢xport production and trading
Truport duty on gasofine aims to eliminate the differential - agricultural and fisheries development
between intemational and regulated domestic prices - science, business management, technology transfer
- production reform or relocation
- developing preferential professions
Export duty levied on f.0.b. value of: Imports for investment projects in regions with difficult or particularly difficult
- erude ail economic and social conditions are exempted
- rubber taw materisls (e.g rubber milk)
- wood Enterprises in "export processing zones" do not pay import and export
- minerals (raw materials and scrap metal) dutics on equipment, raw materials, and commodities imported into the zone
and for goods and products exported from the zane or sold to another EPZ
Domestic and foreign enterprises as well as parties to BCCs are exempted from
import duties on;
(a) imported equipment and machinery to form fixed assets
(b) transport vehicles (cars with 24+ seats, water transport vehicles)
to form fixed assets or transport workers
(c) raw and intermediatc materials (incl. agricultural products)
{d) other goods for projects on list of encouraged projects
3.6. License Tax Mininmm annual tax VND25,00¢
Annual license for all enterprises if monthly income < VND 150,000
Maximum annual tax VND830,000

3.7. Slaughter Tax
Based on market value of slaughtered buffaloes,

cows, and pigs

4. Property Taxes

4.1. Agricultural Land Use Tax

1. Based on area and category of agricultural land,
its tax rate is calculated in paddy.

2, Category of and js determined based on following:
- quality
- location
- region (field, middle, mountain)
- weather :
- irrigation supply and drainage situation

3. Category of land will be valid in ten years

4, Tax calculated in paddy but collected in
dong currency

Exempt are:
1. Bare hills and land used for agricultural production
2 Reclaimed land uvsed for
- annnal crops: § years; 7 years of exemption will be applied for
marsh, sea-encroaching areas
- perennial crops, during capital construction plus 3 years since
crops start yielding outputs. € years for marsh and sea-encroaching ateas.
3 Target groups of social policies;
- for farmer households in mountainous, border and island areas and of minorities
- invalid or elderly fanmers houschold without any snpport
- martyr families that are being subsidized by the State
= houschelds of war invalids of the level 1/4 and 2/4; sick soldiers of
the tevel 1/3 and 2/3,
4. Tax reduction will be considered for other types of houschold of difficulties.
. Tax exemption and reduction due to calamities: Tax on apricultural land use
would be exempted or reduced on crop basis as follows:
- damage from 10% - <20%: tax reduction of according rate of damage
- damage from 20% - <30%: reduction of 60%

wn

if monthly income >VND1,250,000

5%

1 Annwal crops
Category of land Tax

Do a0 R e

2 Perennia] and long-term:

Category of land Tax

o R

3 As for wood tree and perennial trees that

/hectare
550
460
370
280
180
50

/hectare
650
550
400
200
80
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Nature of the tax

Tax deductions and exemptions

Rates

4.2, Land and Housing Tax

1. Based on : area, category of land and the tax rate
of agricultural tand use

2. Tax is calculated by paddy but collected
in dong curency

4.3. Land Use Right Transfer Tax

4.4. Registration Fees

Assets of organizations and individuals in the groups
that have to register the ownership and wser-rights,
subject to registration fees includes:

- Housing, land
- Boats, automobiles, motorcycles
- Hunting guns, sport guns,

5. Local Fees

Fees and tolls not shared with higher levels of government

- demage from 30%-<40%: reduction of §0%
- damage from 40% and more: tax exempted (100%)

Exempt are:
- Land wsed for building of administrative offices or public works
- Residential land in mountainous, highland, border, island and remote areas.
- Residential land of war invalids of level 1/4 and 2/4
= Martyr houscholds that are subsidized by the State
Tax reduction or exemption will be applied for houscholds of difficultics
due to calamitics, accidents. If damage value is 20%-50% of the total valve
on the land area, then land tax reduction of 50% will be considered.
If the loss value is 100%%, tax exemption will be considersd.

Exempt are:

= Governntent allocates land for organizations, households and individuals by Law

= transfers of houssholds or individuals moving to new economic zones,
mountainous areas, islands under the decision of competent anthorities
- women who are "Vietnam Heroic Mother"

- transfers in communes of mountainous areas, islands as regulated by
the Government

- swap between agricultural, forestry, fisheries and sait production land

50% reduction for
- way invalid of level 1/4 and 2/4; sick soldiers of level 1/3 and 2/3
- martyr households that are subsidized by the State
- handicapped, pre-mature and elderly people with no support

are harvested one time only, tax rate jis 4% of the
output value.

- The minimum rate is the average level of agricultural
land use tax recorded in the commune,
- Highest rate will be 32 times of agricultural land use tax.
- Land in urban areas; from 3 - 32 times,
- Land in outskirts, along roads, near commercial centers, tourism
arcas, new industrial areas, the land tax rate will be from 1.5 - 2.5
times.
- Land in rura] arcas: land tax rate will be the average level of
the apricultural tand use tax recorded in the commune.

- Land used for agricultural, forestry, fisheries and salt production: 2%

- Land used for residence, work construction and others: 4%

1%, 0.5% and 2%

Sources: Victnamese authorities, Deloitte Touche Tohmatsu Intenational, Coopers & Lybrand, Price Waterhouse
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