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I GOVERNMENT REVENUE REFORM'
A. Introduction

1. This chapter reviews the factors behind developments in government revenue
over the past five years (1996-2000). This period encompasses Vietnam's continued
transition to a market-based economy, the Asian financial crisis in 1997, and, towards the
cnd, high world oil prices, which have led to both temporary and permanent changes in the
revenue base. Understanding the nature of these changes is important for seversl reasons in
the context of the current PRGF-supported prograim. First, it is key for assessing prospects
for maintaining fiscal sustainability, as stronger revenue performance will be needed to cover
stepped up spending for reducing poverty and for the envisaged structural reforms. Second, it
is critical to designing improvements in tax policy and administration to shore up the revenue
base. Third, it may help in better targeting technical assistance.

B. Recent Trends and Developments

2. Vietnam has maintained a cautions fiscal stance, but with a weakening revenue
trend. During 1996-2000, the overall government budget deficit (on a cash basis and
excluding onlending) averaged 1 percent of GDP and the level of public debt {including the
statc-owned enterprise seetor) stayed in the range of 55-65 percent of GDP. This compares
with an average budget deficit of 2% percent in the first half of the 1990s. At the same time,
however, government revenue declined as a ratio to GDP. In the three years leading up to the
Asian financial crisis, this ratio averaged 22%: percent. Over the period 1497-99, government
revenue fell by 3 percentage points to 19% percent of GDP (Table 1.1). It increased slightly
in 2000 to around 20% percent, but due largely to a temporary run up in o1l revenue :
associated with high world oil prices. Tax revenue, in particular, continued to decline,
indicating that despitc a start of an cconomic rebound in the second half of 1999, tax
buoyancy remained constrained, It suggests that structural as well as transitory factors
explain the recent deterioration in revesue performance.

3, The most significant changes in Vietnam’s revenue performance since 1996 have
been & gradua! decline in tax revenue, an increased dependence on oif revenue, and a
further drop in revenue from the state sector. Detailed data on government revenue by
type and source reveal the following main developments in the second half of the 1990s.

By type of revenue

. Tax revenue declined by 3 percentage points of GDP to around 15 percent
in 2000, mainly on account of trade taxes and the associated tax relief and
concessions granted to enterprises. The initial drop in 1947 (the largest as a ratio to
GDP) was likely due to the effects of the Asian financial crisis, with the fall in import

! prepared by David Cowen and Noriaki Kinoshita.



and export duties accounting for nearly two-thirds of the reduction in tax revenue.”
Significant tariff reductions were also made starting in 1996 as part of Viemam’s
ASEAN Free Trade Area (AFTA) commitments, which required thc application of
low tariffs to goods that did not compete directly with domestic production. However,
a further sizeable drop in import duties and charges in 2000, when nominal import
growth outpaced nominal GDP growth (in dong) by greater than a factor of four,
suggests that the fall ofl was also due to structural factors, such as poor customs
administration.® Bascd on official estimates, the weighted average import tariff rate
stayed virtually unchanged in 1999 and 2000 (at around 157 percent). llowever,
import duty collections declined as a ratio to GDP from 3.6 percent in 1999 to

1.1 percent in 2000.

) Other taxes remained relatively flat as a ratio to GDP, including the valuc-added
tax (VAT), which was introduced in 1999.*

. Nontax revenue also stayed fairly constant (4-4%: percent of GDP) until 2000,
when it jumped to 6 percent of GDP. Most of this change was due to the larger
natural resource surcharges collceted on petroleum production, mainly stemming
from higher oil prices. The rest is related to smaller nontax collections resulting from
a rollback in minor administrative charges and licensing fees.

By source of revenue

. Vietnam has become dependent on oil as a major source of revenue.
Between 1998 and 2000, oil revenue jumped by 2% percentage points of GDP to an
estimated 6% percent in 2000, reflecting 28 percent and 26 percent increases in
volume of crude oil exports and petroleum product imports, respectively, and higher
world prices. As a result, by 2000, more than onc-third of government revenue was

2 fmport growth (in dong terms) averaged 8 percent a year during 1997-99, compared with
38 percent during the previous three-year period.

3 A 1999 technical assistance mission from the Fund’s Fiscal Affairs Department identified
the major weaknesses in customs administeation as (i} a large element of discretion in import
valuation; {if) an extensive application of suspension regimes, which resulted in customs
dutics and other taxes on imports being collected after goods cleared customs and thus put
revenuc at significant risks; and (iii) insufficient resources devoted to post-clearance controls

and audit,

4-'he VAT, along with a special sales tax (excises levied on cars, gasoline, cigarettes, beer
and other alcoholic beverages, and a few other items), replaced a cascading turnover tax.
Prior to 1999, collections of the tumover tax was relatively stable, cxcept in 1998, when
domestic demand weakened sharply as a result of the Asian financial erisis.



derived directly from taxes and charges on crude oil exports and petroleum product
imparts.s On the production side, o1l revenue increased by 3 percentage points of
GDP between 1998 and 2000, aided by a near doubling in the average export price (in
U.S. dotlars).® On the consumption side, while petroleum product imports were also
up nearly 250 percent (in U.S. dollars), oil revenue from this source decreased by

¥, percentage point of GDP, as the government at times reduced duties 10 soften the
impact of high world oil prices on domestic prices.

. The revenue contribution of the non-oil state sector is declining. Data broken
down by taxpayer are incomplete, but available data since 1997 suggest a further slow
but steady reduction in the contribution of state-owned enterprises (SOBs) outside the
oil sector to total government revenue. In particular, revenue derived from the
corporate income tax on the non-o0il SOE sector fell sharply between 1997 and 2000
{from 46 percent to 33 percent of total collections) (Table 1.2). Despite the economic
slowdown, the corporate income tax collected from the non-state sector stayed
constant as a share of GDP during 1997-2000, suggesting greater resiliency of this
sectar to the slowdown and its potential as a source of revenue during the recovery.
Likewise, the sharp fall in foreign dircct investment (FDT) during 1997-99 had little
direct impact on government revenue performanee. During Lhis period, most existing
forcign invested enterpriscs (FIEs) continued to operate in Vietnam. Also, many were
already benefiting from investment incentives and tax exemptions and holidays,
which minimized their overall contribution to government revenue (equivalent to 1-
1% percent of GDP)

4. The government’s revenue base is expected to continuve to shift from production-
or income- to consumption-based taxation, owing to the relative ease in administration
and better strueturing of incentives in support of growth. Moreover, it is consistent with
the envisaged direction of structural reforms, which is likely to sce growth in the state sector
outpaced by that in the nonstate sector over the medium term. Increasing reliance is expected
to be placed on indirect taxation. In terms of the efficiency of current VAT and custom duties
collections, Vietnam shows signs of both strength and weakness compared with other
countries in the region (Table 1.3). Domestic VAT efficiency is comparatively good, but
import VAT efficiency is poor for the region, which is not surprising given the large number

5 On the export side, the govemment currently collects a corporate income tax, a charge on
the use of natural resources, and an after-tax dividend from PetroVietnam——the large, state-
owned petrolenm conglomerate. In total, the government’s take is about one-hall of the value
to total crude oil cxports, the rest of which is retained by PetroVietnam to fund its operations.
On the import side, the government levies import duties on all petroleum products, an excise
on gasoline (currently 15 percent), and a VAT (10 percent) on all other products.

§ Oil revenue is highly sensitive to changes in prices; currently, an increase in oil prices by
US$1 per barrel raises government revenue by % percentage peoint of GDP.



of ad hoe exemptions currently granted on the VAT for number of imported goods. As would
be expected, import tariff efficiency is similarly poor in Vietnam, suggesting problems with
customs administration. Overall, both VAT and customs administration will need to be
strengthened, as discussed in Section D below.

C. Need and Scope for Improvements in Revenue Perfermance

5. A substantial improvement in revenue performance is needed, for Vietnam to
maintain a sustainable fiscal position while ensuring adequate funding for the envisaged
costs of structural reforms and in sectors critical for poverty reduction, Under the baseline
scenario described in Box 1.1, public scctor debt would be expected to risc from an estimated
63 percent of GDP in 2000 to 72 percent in 2003, then begin to gradually fall through 2006,
taking into account the impact of envisaged SOE, banking, and trade reforms. In line with
this scenario, revenue would need to increase from the current level to the range of 21~

22 percent of GDP. Oil revenue would be expected to pull back to the range of 5-6 percent
of GDP based on the recent price forecasts and production trends. Thus, non-oil reventie
would need to risc by as much as 2 percent of GDP from its cuirent level in the next three to

four yeurs.

6. The medium- to long-term impact of structural reform on government revenuc
is expected to be positive, as the reduction in barriers to trade and 1o business entry should
further foster nonstate activity and improve the prospects for sustained growth (see Chapter
TIT). However, over the near term, government budgets will not only nced to take into
account the temporary ise in expenditure associated with SOE and banking reforms, but the
temporary (and in some cascs permanent) fall in revenue associated with SOE and tradc
reformy.

7. The net impact of structural reform on government revenue from the non-oil
SOE sector is likely to be negative In the near future, First, as the financial health of many
non-oil SOEs remains poor and the restructuring process for most is just starting, govemment
revenue from this source s expected to further decline in the near term (on the positive side,
the 1,400 or so newly equitized SOEs envisaged by end 2003 could perform better, and thus
serve as a larger potential—albeit limited—source of government revenue in the medium
term). Second, the SOE sector is also expected to be affected by banking and trade reforms,
which could bave some temporary negative revenue consequences. Under the planned
restructuring of state-owned commercial banks (SOCBs), SOEs may face harder budget
constraints, which could constrain outprt. Alse, trade measures aimed at removing
quantitative restrictions (QRs) on imports, reducing import tariffs, and freeing up trading
activity (on both the import and export side) are likely to be felt hardest by the SOE sector,
which has benefited the most trom the relatively high level of protection under past trade

regimes.



Rox 1. Viemam: Medium-Term Fiscal Framework and Revenue Reform

Over the medium ferm, the budget will need to accommodate the costs of structural reform and ensure adequate
funding for the sectors critical for poverty reduction, while keeping public scetor debt at a manageable level.
Meeting these goals will require a moderate path of fiscal comsolidation, entailing a decline in the overall deficit
{excluding ontending, but including the current costs of reform) from between 34 percent of GOP in 2002 and 2003 to

7 percent hy 2006, With steady implementation of the envisa T

rc?;:maa, ths.): augrnoeated budgc}t( dgcit {inciuding onlending aifld Vietmamn: m::':;:::: :;:,: Framework 1
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a temporary widening of budget deficit, revenue will need to J

stay in the range of 21-22 percent of GDP over the medium term | © ™
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infrastructure. /
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»  Ths capital costs, eslimated ( totul 2 percent of GDP, are mosily in the form of absorbing nunperforming loans
(NPLs) owed by SOIs to be equitized or restructured. They also include the cost of resolving losses in market value
of physical assets, and dealing with bad debt of SOEs not currently covered under the equitizetion plan. The NPLs of
SOFs that are not slated for reform will be dealt with through the SOCB reform.

»  The current costs, 2 percent of GDP, cover mainly severance payments to redundant workers and interest on newly
issued government bonds [or debl absorption.

Banking rcform Viefrane W?;::nm : __l
e The capital costs, 7 percent of GDP, are chiefly for the w {n pereene o GTF) l
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international standards, and restructuring the joint stock
banks.

*  The current cost, 1 pescent of GDP, is moslly for interes! on
newly issued government bonds to finance the capital costs.
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Tublic sector debt would remain manageable, provided the
growth of new SOE debt is capped at about the nominal growth o
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and SOCB reform, inter-cnterprise debt is resolved with minimal | {7 Govesremen domesie debt 7 Goverment exiera debt B SOE deb]
fiscal cost, and the budget position impro ves overtime, As of ! Based on projeefions ming crvd- 1999 stnck of SOF, deht.

end-2000, the level of public debt of Victnam was about

63 percent of GDP (staff estimnte), including bank debt but exchuding inter-enterprise debt of SOEs. The governmenli’s
domestic debt {3 percent of GDP) is very small, and its external debt (27 percent of GDP) is all on concessional terms.
Reforming the SOE sector will result in the government taking on seme SOE debt, which by itself would not increase the
fevel of debt of the public scctor as 2 whale. Public debt is projected to peak at ahout 72 percent of GDP by 2003, and

slubilize thercafior.

The sustainability of public debi depends critically on the success of strengthening tax policy and administration,
curtailing the growth of SOE debt, and improviag the budpet position. If, for example, the budget position were o
worsen because of 2 continued deeline in non-oil and/or tax revenue (as a share of GDP), rapid expansion of SOE debt,
and further deterioration of banks® asset portfolios (sach of which might be asseciated with a delay in the reform of SOFs
and SOCBs and a worsening of their financial plight), the required bank financing of the deficit and intercst costs would
rise significantly. Assuming the government’s oil revenue moderated and non-oil revenue stayed at current levels

{i.¢., with total revenue staying around 19% percent of GDI?), public sector debt would rise to around 80 percent of GDI'

by 2006.




8. However, the net impact of reform on government revenue from the nonstate
sector should be positive over the medium term. The removal of QRs and replacement
with tariffs on a number of imports by 2003 could provide a boost in revenue. More
generally, bilateral and regional trade initiatives are expected to result in a broad-based
reduction in tariff rates, but this could be partly offset by a larger volume of trade. Several
other factors may counteract the immediate ncgative consequences of structural reform on
government revenue. First, the expansion in small and medium-sized enterprises (SMEs) and
upswing in FDT as a result of the new Enterprise Law and amended Foreign Investment Law
should lead to a furtber broadening of the tax base. However, bringing this activity into the
revenue fold could take time if the system of investment tax incentives needs to be revised
and if new tax measures need to be introduced, given the current weaknesses in tax policy
and administration (in particular, the introduction of the VAT or some form of presumplive
taxation on SMESs, as discusscd below). Second, structural reform in general should improve
overall cfficicncy and competitiveness and the financial performance of firms.

D. Possible Improvements

9. For revenue performance to take full advantage of prospective structural
changes, improvements in both tax policy and administration will be needed. In
response to the Vietnamese authorities’ request, a technical assistance mission from the
Fund’s Fiscal Affairs Department (FAD) recently reviewed areas for improvement and the
needs for future technical assistance in tax policy and administration. The mission’s main
findings are summarized below.

10.  'With respect to tax policy, the scope for raising tax rates is limited, but the
design of several taxes, in particulur the VAT, can be improved. Issues of fairness and
equily n the treatment of foreign and domestic investors and high income taxpayers also
need to be addressed. In the area of tax administration, recent efforts have concentrated on
recruiting additional staff, providing technical training, computerizing some existing
procedures, and implementing of a modern taxpayer identification number system. However,
the basic organization of tax administration is still cumbersome and in need of further
modemization and computerization.’

1. Drawing on the work of the recent FAD mission, the main drawbacks to tax
policy and administration are as follows:

7 vietnam’s tax network is overseen by the General Department of Taxation headquarlers in
Hanoi and comprises 61 provincial tax officcs (PTOs) and 620 district tax offices (DTOs).
The P'TOs have both operational and supervisory functions, in their administration of tax
obligations for 70,000 medium- to large-sized enterprises and oversight of the DTOs. The
DTOs administer the tax obligations of the other taxpayers, which comprise around 1 million
small cnterprises {mainly household businesses) and 10 million farmers.
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VAT: Among the major deficiencies in the VAT is the treatment of goods subject to
the special sales tax (SST), which in most cascs arc exempted from the VAT. This
complicatcs the VAT rate structure and leads to two regimes for determining VAT
tax liability. Other drawbacks to the current VAT policy and administration arc the
allowance of presumed VAT credit on purchases from business that do not issue
invoices and the requirement that each branch of a firm file a separate VAT return.
The ad hoe reduction in the VAT rate from 10 percent to 5 percent for a few items
(see Summary of the Tax System) in 2000 has also resulted in foregone revenue and
raised concerns about VAT integrity.

Other taxes: The corporate income tax needs to provide more uniform tax treatment
of foreign and domestic enterprises. In some respects, Victnam treats foreign
investors more generously than domestic firms: the standard rate is lower (25 percent
versus 32 percent); foreign investors enjoy a tax refund on reinvested profits; and
only domestic firms are subject to the 25 percent surtax on excess income. On the
other hand, profits remitted abroad by foreign investors are subject to a withholding
tax. Also, the individual income tax needs to brought more in line with intemational
standards by rcvamping the withholding tax on wages and other types of income and
eliminating the supplementary income tax, which effective raises the top marginal
rate despite its recent reduction.

The authorities have already committed to revising the VAT law to reduce the

number of rates and exemptions, to be made effective in the 2003 budget. The recent
FAD mission recommended a number of other improvements as follows.

Tax policy

With respoct to the VAT, broaden its base by taxing goods subject to the SST, and
cease the practice of imputing VAT credit on purchases without invoices. Also,
streamnline exemptions from the VAT, 85T, and customs duties,

Under the corporatc income tax, bring about a more uniform trcatment of forcign and
domestic enterprises and tighten tax incentives for investment, in particular by
reducing preferential or discriminatory practices for foreign investors. In addition,
strearline the individual income tax, including withholding allowances.

‘t'ax administration

»

Introduce self-assessment procedures gradually, as part of the modernization strategy,
beginning with the creation of a pilot office comprising improved programs in tax
services and education, new collection (i.e., filing and payment} procedurcs, stronger
collection enforcement systems (including appropriate penalties and appeals), and
more effective audit programs, especially for VAT refunds.



. On a broader scale, simplify basic VAT administration, including streamlining the
critcria for subjecting enterprises to the VAT under the invoice method by
introducing a simple criterion (. g., annual tumover), developing a new mechanism
that allows firms with multiple branches Lo file a single VAT return, and designing
and implementing new audit systems and refund programs supported by
computerization.

. Over the medium term, develop a strategy for modernizing tax administration,
including the design and implementation of a computerization project {(during 2001-
05) aimed at achieving this objective. Also, to increase effectiveness of
computerization, conduct a comprehensive review of the organization and procedures
of tax vffices.

Furthermore, customs administration will need strengthening along the lines carhier
recommended by the Fund.

13.  Tax incentives for investment also need to be tightened. Like many other countries
in East Asiy, Vietnum provides generous investment incentives in the form of tax holidays
and preferential corporate income tax rates. While it is recognized that these incentives are
difficult to resist given the competition to attract investment, experience shows thal tax
holidays are a particularly inefficient method of promoting investment in new enterprises.
The medium-term goal should therefore be to rationalize various preferences and broaden the

tax hase.

14.  Vietnam has much room for snbstantially breadening the revenue base by
simplifying its tax system. Further improvement in tax policy and administration would not
only lower the costs of compliance and collection, but also enhance the confidence of both
foreign and domestic investors. In light of recent revenue trends, taking the necessary steps to
improve the tax system will be critical in the near future if Vietham is to remain on a path of
medivm-term fiscal sustainability.
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Table L1, Victiam: General Government Revenue

1996 1997 1998 1958 2000
{in percent of GDP)
By type of revenue:
Total revenue and prants 229 20.8 0.2 15.8 211
Total revenue 224 20.6 19.6 19.2 20.7

Tax reveaus : 185 15.8 134 15.2 149
VAT 173/ 4.1 3.8 13 43 4.4
Corporate insome tax 37 37 16 3.7 4.6
Individual income tax 0.3 0.5 0.5 0.3 0.4
Bxcises (special sales taxcs) 17 L5 [ 1.t 1.2
Import and export duties 5.4 43 4.1 16 3.1
Crher taxes 30 2.1 2.4 2.0 1.3

MNon-iax revenus 3L 42 42 4.0 5.7

By source of revenue:

Oil revenue 4.1 47 6.7
Crude il ¥ 2.8 24 31 55
Petroleum products 4/ - 1.7 13 12

Nen-oil revenue - . 15.6 14.3 14.0
Tax : 12.8 123 118

Corporate income tax ‘ 2.6 pX 2.3 26
VAT/cxcisesfoustoms duties 5/ 7.3 7.6 7.2
YAT 14
Bxcises 1.0
Import and export duties 28
Non-tax Z.8 2.2 23

Crude oil 3/ 28 2. 31 55

Nonoil state-owned enterprises 54 5.2 456 4.5

Foreign-invested enterprises - 1.2 1.2 1.0 1.1

Non-state enterprises 2.1 1.8 1.4 i3

Lottery 0.4 0.4 04 0.5

Taxes on interpational trade &/ e 43 4.5 5.2 4.4

Qthers e g 4.} 35 3.3

(rants 0.6 0.8 0.6 0.6 0.4
Memorandum items:

Ratio of import duties to totsl impors 10.3 85 8.3 77 55

Ratio of impor: VAT to total imports 28 22

Sources; Ministry of Finance; and staff estimates,

1/ Prior to 1999, turnover tax.

2/ Starting in 1999, inchudes import VAT,

3/ Consists of corparate income tax, income from natral resources, and pruiit afier tax.
4/ Consisia of import dulics, cxcise on gasoling, and VAT on other products.

5/ Breakdown only available for 2000,

&/ Includes import and export duties, inport VAT, and other taxas on trade.
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Table 1.2. Vietnam: Government Revenue by Sector

Domestic VAT Corporete income 1ax
1997 1998 1999 2000 1997 1998 1995 2000

{in percent of total)

Total 1000 1000 1000 100.0 100.0 100.0 100.0 100.0
SOls 499 524 521 45.0 455 452 393 334
Lotiery w02 93 103 1tl 1.4 2.8 22 33
Crude ol 289 275 368 438
TTis 155 158 149 171 7.0 6.4 4.9 6.3
Noa-state 244 226 228 228 172 182 167 132

(In percent of sectoral GDP)

Total 3.0 2.7 3.7 36 37 . 46
State sector L/ 5.2 4.5 4.7 4.7 4.2 4.7
Crude oil ¥83  efB 3740 408
FIEs 3.6 35 2.9 23 1.5 22
Non-state 1.4 13 1.3 1.3 12 1.3

Sources: Ministry of Finance; and staff cslimates.

1/ Prior ta 1999, tumaver tax.
2/ Includes SOFs and lottery.
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1. FOREIGN CIRRENCY DEPOSITS TN VIETNAM-—TRENDS AND POLICY ISSUESB
A. Introduction

15.  Asin a number of developing and transition economies, foreign currency
deposits (FCDs) bave become an important feature of monetary developments in
Vielnam, Rising FCDs are typically associated with the increasing use by residents of
foreign currency as a medium of exchange (for transactions) and/or as a store of value (for
investment purposes), and are usually referred to as dollarization. However, there are no
reliable data on foreign currency in circulation in Vietnam (although the amount involved is
helieved to be substantial), so that a comprehensive analysis of dollarization is not feasible.
This chapter is focused on developments in FCDs as a proxy for dollarization. It reviews the
FCD trends, analyses the causes, and assesses the benefits and policy challenges. The chapter
concludes that in terms of policy implications, the gradually increasing (albeit moderate)
dollarization in Vietnam appears to be largely in line with the country’s growing
monetization and closer integration into the global cconomy. While this trend should not be
resisted through administrative means, policy makers need to address the resulting challenges
regarding prudential supervision, exchange rate management, and monetary policy.

B. Doliarization in Vietnam—Stylized Facts

I6. Measured as the ratio of forcign currency deposits (FCDs) to broad money,
dollarization in Vietnam first R

fell sharply from its peak 2,600 - Vietnane Dillucization, 19902001

in 1991 of 41 percent, ‘;’g 2anoaths increase n FCDs w
following macrocconomic L4 - (in millioes of US. dollars) 21
stabilization. Within two years, L2001

this ratio feil to 23 percent and 1000 1 mijﬂﬁwfr;n*; . 0
stabilized in the range of 20 to ol privhm | o
24 percent in the mid 1590s. 00

Starting in 1997, the ratio has 20 »
risen to more than 34 percent m‘: T = s
by AugUSL 2001 By 199¢ 1901 1997 1993 iSpd Q985 1%R§  ISGT7 3998 I9A0 J000 200t

international comparisons, _ y _ g
. . . . N Searmos: Vickamesc mitheritics; and Fund stalf cetimates,

while remaining in a medium

range, dollarization in Vietnam

has increased to significant levels (Figure IL1).

¥ Prepared by Olaf Unteroberdocrster.



-16-

Figure 1L.1. Vietnam: Foreign Currency Deposits Indicators

TRatio of Forelgn Currency Deposits to Broad Moncy
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Vietnam: Cumulative Inercasc in Fereign Currency
2,000 4 Deposits and Annual Remittanees, 1995-2000
{In millions of U.S, dodlars)

Increase in FCDs

1995.12 1996.12 1947.12 1998.12 1999.12
Sources: Vietnamese aalhorities; and Fund staff estinates.
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17. A variety of factors have influenced FCD developments. Hypcrinflation in the
early 1990s caused the sudden steep increasc in dollarization ratios in 1991. Spillovers from
the Asian financial crisis in 1997 were also associated with an uptick in dollarization.
Specifically, spreads in ex-post real returns in favor of foreign currency over dong deposits
peaked during 1998, primarily mirroring dong devaluations in the aftermath of the Asian
crisis, and thus contributed to an increase in the dollarization ratio from 21 percent in
September 1997 to 26 percent one year later. However, the increase in dollarization

during 1999-2001, a period of relative macroeconomic stability, appears to be multifaceted,
and four factors have played a role.

18.  The first major factor is the reintermediation of foreign currency previously
held outside the banking system. For the most recent upswing in dollarization, the strongest
increase, by far, was recorded among households. In particular, during 2000, their FCDs

were almost doubled to USS Veeta: Foreign Currency Deposits, 1995-2001

3.1 hillion. Qver the past [V %
ycars, houscholds have 5500 1 -
accounted for 80 percent of the 5 L
total increase in FCDs. 2 5

(Table LL.1). Yet, in comparison, E 3,500 4

remittances have increased more | 3 =
gradually, and contributed only g W .
partially to the strong increase in E 1500 1 Toml FCx + 2
FCDs (Figure IL.1). Moreover, ol | H | |

with tight controls in place on all
capital account transactions,
inward capital flows may have
been limited. Overall, the sharp
increase in households® FCDs is believed therefore to reflect rencwed confidenee in the
banking system, and was facilitnted by the lifting of regulation on the opening of foreign
currency accounts in 1999.° Also pointing to the role of increased confidence is the fact that
nearly all the increase in household FCDs has been in the form of time deposits. Finally, the
preference of foreign currency deposits among houscholds is likely to reflect also the relative
thinness of the financial market and the lack of alternative interest-bearing financial
instruments in Vietnam (Vetlov, 2001).

1995.12 199612 159712 198RI12 199912 200002  200LE
Seawee; Viemamese authoritics; and Fund staff estiniates,

% The new regulation entitles resident individuals to open and matintain foreign currency
{time and savings) accounts, to hold foreign currencies received in a number of ways
(including in the form of remittances), and to make various kind of payments in foreign
currency (SBV Circular No. 01/1999/TT-NHNN7).
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19.  The second main factor is the differentials in ex ente real returas and portfolio

and risk diversification motives, In particular, periodic expectations of a dong devaluation,
in part fuglled by the real appreciation of the dong intermittently since earty 2000, tended to
coincide with rising

dollarization. With devaluation | '7[  Vietnan: Dolarization and Reat Effective Ixhange Rate 1*
expectations, households and s | Jamsary 2000-Augiast 2001 PO iy
enterprises have songht ’ 1%
protection of wealth and 105} Real offective exchonge 1%
purchasing power in FCDs. o v f:
With nearly 80 percent of all '
FCDs in the form of time wn | Z
deposits, such investment and |
diversification motives, as L] |
explained in more detail below, | o _ . N
may have played a primary role 20001 20003 20005 20007 20009 AO00N N1 M0LI A01S 20007

as upposed to mere money Sourcos; Victnamese authoritcs; and Tund suf? estovenss.

demand factors typically

associated with current return differentials. Moreover, enterprises, which hold the bulk of
short-term dong deposits, are estimated to have switched out of dony into forcign currency
deposits, particularly during the first four months of 2001, when the dong appreciated by a
total of 2.2 pereent in real terms.

20. The third factor is the strong export performance during 199%-2001, when
quarterly exports nearly doubled, compared with the previous three-year period average
(Figure 11.2). This factor coupled with a lower surrender requirement (first reduced in 1999
from 80 to 50 percent and then in 2001 to 40 percent) has allowed many exporters, who are
also importers, 1o retain a larger share of their forcign currency carnings in order to seif-
finance their growing import activitics and reduce related exchange rate risks. It is also
nateworthy in this context that, by end-August 2001, more than 40 percent of all FCDs were
held with Vietcombank, the main bank for international trade transactions. Moreover, in
recent months this bank accounted for up to two thirds of the increase in FCDs in the entire

banking systent.

21.  ‘The fourth factor is the virtual elimination of the dong-dellar interest rate
differential, which had previously been very much in favor of dong deposits. The rate
differential was reduced from 3 percent in mid-1999 to the range of 0 to ' percent since
early 2000, making FCDs more attractive (Figure I1.2). Dong deposit rates may have been
lowered in part to help maintain banks” profitability, particularly when nonperforming loans
were mounting, and in part as a result of ample liguidity in the banking system at the end

of 1999, Continued restrictions on banking competition may have also contributed to the
overall lowering of dong deposit rates, as forcign banks arc not permitted to offer dong
deposits in excess of 25 percent of their capital to non-borrowing houscholds and enterprises.
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Figure [L2. Vietnam: Foreign Currcncy Deposits, Exports,
Interest Rates and Reserve Requirements

5000 1 Vietaam: Quarterly Inerensc in Ferelgn Currency Lepusits 1 00
2500 - and Exporis, 1956-2001 00
(En millions ol LS dollsg)
2,000 ) ’i: L
2,400 Incasase in BCDs il‘ lll ‘ il 300
i I; ) l 400
3,000 l ARk g
i N i 300
"~ B f i |
4,500 ithl 1 | ! l E 200
e i | E
1,500 1 ' | “ ii* o
i |
1,004 4 , | | URkL E B 100
19963 I1S96.9 19973 19979 IMOR3 199R9 19983 19599 20003 20009 20013
Sourees Viemamese authoritivs; s Fawd staff estimates. ’
Vietnary: Demand Doposit Interest Kates
o ! Janoury 1998-August 2001 70
80
50 F 50

Doug deposits

18 +
o 130
20 Farclgn currency deposits s
16 o ' * : . + Lo
10987 19984 199%.00 10893 10904 19SRIG 20002 20006 Z000. 10 20012 20014
Souters; Vicmamese authorisics; and Fund staff eptimates.
Vietnam: Changes in Reserve Reguivements since the Beginning of 2000
Dong deporits " Forsign cutrency deposits
Applicable to demand and Applicable to forcign curmrency
time deprsids il deposit deposits and deposit substitutes
substitutes with v matnrity of  with 3 maturity of less than 12
Jess than |2 months monfhs
Stafus at the beginning 5 percent {3 percent for Bank 3 percent
of 2000 for Agriculure and
Development (BARD)) ‘
Octeber 10, 2000 Increase Lo § percent
December 1, 2000 Increase o 12 percent
May 1, 2001 Decrease to 3 pervent Increese to 15 parcent

{2 percent for BARD)
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22, On the other hand, recent administrative measures to curb the increase in FCDs
appear to have been inetTective. Aimed at making FCDs less attractive to banks and
depositors alike, the State Bank of Vietnam (SBV) raised in three steps the reserve
requiremnents for FCDs to 15 percent in May 2001 (Figure 1L.2). The ceiling on interest rates
on FCDs of enterprises continued to be in the range from 0.5 percent a year for demand
deposits (0 3 percent a year for time depesits over six months. Morcover, foreign bank
branches are prohibited from offering FCDs to Vietnamese households, Despile these steps,
FCDs continued to increase rapidly during January 2000 to Angust 2001.

C. Dollarization and the Role of Currency Versus Asset Substitution

23.  Iu order to explain dolarization trends, it is useful to distinguish between two
motives for the demand for foreign currency. The first is currency substitution, which
occurs when residents hold foreign currency as a means of payment. The second is asset
substitution, when residents hold foreign currency denominated assets for investment
purposcs, rather than as a means of payment,

24.  Currcncey substitation is typically attributed to periods of hyperinflation (as
explained in more detail in the Box 11.1), when the cost of using domestic currency for
transactions becomes very high. This phenomenon helps explain Vietnam's experience in the
early 1990s when dollarization peaked at 41 percent as a result of hyperinflation, but then
declined to about 20 percent in 1995 following the return to macroeconomic stability.
However, since then, dollarization has gradually increased even though inflation has
remained low and the cxchange rate relatively stable.

25.  This in turn may be due to increased asset substitution which is determined by
risk and return characteristics of domestic and foreign currency assets. Thus, even when
the expected exchange rate is stable and inflation is low, foreign currency denominated assets
may be preferred as they protect against a possible (but unexpected) return of
macroeconomic instability. As suggested by the calculations in Box 111, Vietnam’s past
episodes of inflation and real exchange rate volatility could form expectations on future
volatility that result in hypothetical dollarization ratios broadly in line with the ratios
observed in recent months.,

26.  Asset substitution could also lead to higher dollarization as a natural
consequence of increased trade and economic integration (Figure 11.3). As more openness
tends to result in a stronger cxchange rate pass-through, trade integration would lead to
higher inflation volatility and lower volatility of the real exchange ratc.’” As a result,

1 At the extreme, for example, if the exchange rate pass through were equal to one, the
volatility of the real exchange rate would be zero, as exchange rate changes would be
matched one-for-one by changes in the inflation rate.
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Box II.L. Currency Versus Asset Substitution-—Two Basic Approachcs
to Explaining Doliarization

Currency Substitution

The standard analytical framework for carrency substitution has been a money demand cquation augmented by
expected exchanye yute chunges and foreign interest rates.' Such an approach aims at measuring the opportunity
cost of holding domestic versus foreign currency. The degree of substitution iz then determined by relative rates
of relumn deriving Irom interest rale differentials between foreign and domestic currency and expected exchange
rate changes. This approach has been useful in explaining large upswings in currency substitution during
periods of macroeconomic turbulence, when return differentials or the opportunity cost to hold domestic
currency are high. Howaver, it is less successful in explaining the persistence of high rates of dollarization when
macroeconomic stability returns and return differentinls subside. For exumple, 1y Lalin American countries
have experienced contibuously rising currency substitution ratios even after the return of macroecenomic
stability (Savastano, 1996), By comparison, the expericacc in transition ceonommics has been more mixed.
Poland and the Baltic siates experienced significant reductions in currency substitution ratios as inflation
returned to single digit levels (Sahay and Vegh, 1995).

Asset Substitutien

Based aralytically on the minimum-variance portfolio approach {Ize and Levy-Yeyati, 1998), asset substitution
would be determined by the volatility of inflation {increasing the riskiness of domestic currency asscts) and the
real exchunge rate (increaving the riskiness of foreign currency assets in terms of domestic currency).
Subjecting investors o a risk-return trade off, the attractiveness of domestic relative to toreign currency
depusits increases celeris paribus when inflation volatility declines relutive lo real exchange rate volatility. In
ather words, for given inflation volatility, a decline of the volatility of the exchange rate would increase asset
substitution, as it would cnhanee the benefiis of hedging wealth with foreign currency assets. Thus, dolarizalion
levels could remain high in a period of macroeconomic stability and low return differentials if the expected
volatility of inflation remained high relative fo the expected real exchange rate volutility. Based on these
considerations, and assoraing past episades of inflation and exchange rate volatility detenmine expectations, the
minimum-variance approach to a portiolio of dong and foreign curcency asscls would imply san underlying ratg
of dellarization for Vietnam that could be as high as 50 percent. Assuming that past memories of hyperinflation
are fading and taking into account only data for 1994 to the present (a period of relative mucrocconomic
stability), the implied dollarization ratio would be about 30 percent—broadly in fine with the ratio observed in

recent months.

Vietnam: Measures of oaderiying dollarization based on asset snbstitution

{as of June 2601)
19502041 19942001 19982001
Variance (quarterly change in (Pl p) 3478 4,94 2.61
Variance {guanerly RECR. ) 29,52 12.41 1377
Covariance (CPL, REER) 5.9% 1.36 1.0%
Undertying dollariastion (MVYP, in paeeal} 1/ 53 El 20

Source; Victnamese authorities; PMF, Information Notice System; and Fund staff cotimates.
1/ Baged on Izc and Levy-Yeyati {1998), the mininaum-variance portiolio allocarions yiekd the following dollarization fatic d
{forsign cwrmency denominated assets to total assets): d = Var(p} + 2 Cov{p.c) / [Var (p)+ Var(c) + 2 Cav {p.cj].

! For a recent literature overview see Balino ct al. (1999) or Vetlov (2001),




domestic currency assets would become more risky relative to foreign currency assets, which
in turn would induce inveslors to increase the share of foreign currency assets in their
portfolios (see Box 1L.1). Indeed, Vietnam experienced a rapid increase in economic
intcgration with the rest of the world during the 1990s; the share of trade, as measured by the
ratio of imports and exports to GDP more than doubled from 44 percent in 1990 to

94 percent in 2000. Also, the exchange rate pass-through tended to increase (as indicated
above), with the contemporaneous correlation of quarterly inflation and changes in the dong-
U.S. dollar exchange rate increasing from 0.06 for the peried 1993Q1-2001Q2 to 0.33 for the
past 3%z years.

27.  The more recent increase of dollarization in Vietnam appears to be due
primarily to asset substitution and the increasing integration with the global economy.”!
Data on FCDs corroborates this view. First, the ratio of demand deposits to total FCDs
declined from 29 pereent at end-1999 t 17 percent at end-August 2001. This shift coincided
with the rapid increase in household FCDs during 2000, nearly all of which was attributable
to time deposits. However, data on FCDs can only provide a limited assessment of the extent
of dollarization in Vietnam. First, reliable estimates on the amount of U.S. dollar currency in
circulation are not readily available.”” Second, information on cross-border deposits held at
banks abroad, which can be considered close substitutes for FCDs, is incomplete at best.
However, data from the BIS suggest that Vietnamese cross-border deposits played a minor
rale and were relatively stable during 1999-2000, increasing by US$24 million to some
US$139 million at end-2000, which was equivalent to less than 3 percent of FCDs in the
Victnamese banking system. Third, due to statistical inadequacies, the measure of FCDs may
include holdings of non-residents (Agenor and Khan, 1996; Buchs, 2000).

D. Benefits, Challenges, and Costs of Dollarization

2%, The increase of FCDs in the Victnamese banking system, particularly since
late 1999, has clearly enhanced the opportunities for reintermediation and financial

' Alternatively, one might attribute the persistence of a certain degree of dollurization to
switching costs (Mueller, 1994). However, switching costs arc considered high for currency,
but they may be less significant for interest bearing deposits, which are used as a measure of
dollarization here. Note that in many cmpirical studies, these two components have typically
been lumped together in a measure of currency substitution or dollarization (Catao and
Terrones, 2000) becausc of insufficient data on foreign currency in circulation.

12 pravious research in the Fund and elsewhere has found data from the U.S. Customs
Currency and Monetary Instruments Reports (CMIR} to he informative in this respect, This
data, which is not available for Vietnam, would permit to caleulate cumulative net inflows as
a proxy for the stock of U.S. dollar currency circulating in a given country. The accuracy of
the estimate would depend, however, on the length of the cumulation period and the absence
of outflows, which are unrccorded.
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decpening. Moreover, it has strengthened banks’ financial performance. Overall, banks have
been cautious in extending foreign currency loans domestically, and have placed the bulk of
FCDs as deposits with banks abroad (Table IL2). These deposits have provided banks with a
stable source of incorne, particularly considering the burden of nonperforming loans en
banks’ income position, It is noteworthy that one percentage point in the interest rate margin
earned on FCDs at end-2000 would have been equivalent to about 3 percentage points in
terms of return on banks’ equity.

29.  Allowing residents to hold FCDs also enhances the credibliity of the
macroeconomic policy stance in Vietnam, by giving a greater role to market forces and
avoiding direct intervention in asset allocation decisions of the private scetor. Because the
cost of monetary indiscipline and intervention increascs with the degree of dollarization, the
government should thus alse be more credibly comumitted to stronger financial policies.

30.  Perhaps the most important challenge of dollarization concerns banks’ safety
and predential supervision. Dollarization may add to banking sector vulnerabilities, arising
from a currency mismatch of deposit and lending activibies, and from exchange and credit
risks; the share of nonperforming forcign currency loans to total loans is roughly twicc as
high as that of dong loans (Figure I1.3)."> Moreover, especially in the case of state-owned
banks, the potential volatility of FCDs could give rise to liquidity problems and represent
potential claims on Vietnam’s official reserves, The coverage of FCIDs by gross official
reserves has declined substantially over the past five years from over 140 percent at end-1996
to below 60 pereent at cnd-August 2001 (Figure 11.3).

31.  Dollarization also implies a loss of seigniorage revenues for the SBY, to the
cxtent that it arises from currency substitution. While some seigniorage is eamed from
bank’s required reserves in foreign currency at the SBY, it is lost from the foreign currency
in circulation. As noted above, no reliable data are available on the amount of foreign
currency in circulation. 1lowever, assuming the ratio of foreign curreney in circulation to
deposits in foreign currency is the same as that in dong, forcign currency in circulation would
be equivalent to D 42 trillion, representing about 10 pereent of GDP at end-2000. With

1 The interest rate ceiling on foreign currency loans, which was only lifted effective

June 1, 2001 (nearly a year after the ceiling on dong loans was replaced by the base rate
mechanism), might have prevented banks from accurately pricing risks associated with such
loans, thereby contributing to the relatively high share of NPLs in this segment.
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monetary aggregates programmed to grow by about 20 percent on average, this form of
seigniorage losses would amount to 2 percent of GDT a year."

E. Policy Implications

32.  Dollarization in Victnam appears to be largely a result of the country’s
deepening monetization and closer Integration with the global economy, particalarly in
recent years. Administrative measures to reduce dollarization should be avoided ay this
could give rise to renewed disintermediation. In particular, reserve requirements should be
morc uniform so as not to limit or distort the intermediation of banks, albeit within prudential
bounds. Morcover, increased interest rate flexibility, applied to both foreign currency loans
and deposits, would allow banks to more accurately price risks involved and improve
resource allocation.

33.  Accepting dollarization, however, means that the SBY will have to address new
challenges in prudential supervision, as well as a broader set of parameters in designing the
appropriate monetary and exchange rate policies. In particular, prudential regulation on net
open foreign currency positions needs to be strictly enforced and the guality and maturity of
wanks” foreign currency assets monitored carefully. While the limited role of foreign
currency lending in Vietnam is reassuring given banks’ weak credit risk management, the
liquidity and quality of banks’ foreign assets as a counterpart to FCDs will need to be
monitored. Supervision needs to be strengthened to maintain the public’s confidence in the
banking system. Whilc systemic liquidity risks could be addressed by a higher reserve
requirement on FCDs, this latter should not impede bank intermediation and thus addtoa
foreign liquidity squeeze. Moreover, the SBY should set aside all required reserves on FCDs
and should not consider them freely usable gross official reserves.®

4 gimilar calculations are discussed by Fischer (1982). Seigniorage lusses tend to be highest
for developing countries with rudimentary payment and financial systems and thus a high
ratio of currency in circulation to GDP. Thercfore, seigniorage losses in percent of GDP
should be expected to decrease aver lime as the financial system becomes more sophisticated
and rcliance on cash transactions declines.

15 For this reason and in line with the standard definition of international reserves (BOPMS)
to cover only readily available and unencumbered reserves, FCDs of deposit money banks
held at the SBV are subtracted from gross official reserves when caleulating net official
international reserves (NIR) under the PRGF-supported program. '
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Fignre 1L.3. Vietnam: Openness anid Finuncial Indicators
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34.  On balance, the exchange rate rcgime should be flexible, given the prevaleat rule
of asset substitution in Vietnam. Fixing the exchange rate undcer assct substitution, as with
higher capital mobility, would further limit the SBV's scopc for independent monetary
policy.'® At the same time, the scope for using a flexible exchange rate as an instrament to
reduce dollarization is limited over time. As the exchange rate pass-through is expected to
increase with Vietnam’s growing opcnness, the riskiness of foreign currency assets would
declinie along with the volatility of the real exchange rate.

16 It should he cautioned, however, that to the extent currency substitution persists a reduced
flexibility of the exchange rate remains justifiable. This is because currency substitution
rends to increase exchange rate volatility. As a result, the exchange rate in a floating rate
system will be more sensitive to expected changes in the money supply and other variables
affecting the money market. For a more detailed discussion on appropriate exchange rate
regime in response to various economic shocks under currency substitution scc Berg and

Borenzstein {2000).
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Table ILL. Vietnam: Deposlt Meney Bank Deposity, 15992001 1/

(o teiilivos of dong)
1994 2000 2001
Tiec March hme Sepf. D March hine August
{By type of deposiior)

Enterpriscs
Dmg deposits 7R 418 45.5 487 04 5840 5K £33
Foreign curreney Jepusits 202 231 24.3 25.3 B 30.1 328 35t

af which: damand deposits 123 135 12.8 126 §3.8 4.0 i3.3 135

Heuscholds 3/

Dung depaosits . 6.6 50.6 e 512 9.9 356 358 351

Eoraign comenzy deponts 4/ 226 10 281 3386 44.1 47,8 515 5445

of whirh: demand deposits a6 0.7 ny N8 3.3 14 1.3 21

Daposit substirctes tdonz) T ng 12.3 14.7 133 iln 1332 128 1319
{Change since beginning of e year)

Bnterprises
Fiomg, degouits 4.0 1B i1.2 214 -3 04 25
Forsign currency doposits LY 3.1 4.1 4.0 4% 146 %0

ileuseholds 3/

Dong deposils 4.0 43 4.5 33 57 6.0 52

Fareige currengy depusits 47 4.4 6.5 18 125 2.7 64 2.5

Depusit subsiitutos (dong) 1.4 Kk 4 .3 9.2 1.2 0y 2.9
{Fowmipn cnrrency deposita by henk)

Total 433 3062 53.5 89 0.4 7.8 Bd.3 R.7
Vielcombank (VCB} 1.9 2.2 2.8 5.1 29.5 34.2 N gl
Incombank (1CB) 6.6 74 84 84 104 L5 124 132
Pank for Agricutinrs ond Rumt Development (BARD) 2.3 2.5 27 3.2 37 4.2 4.5 4%
Bk fur Inveatnent and Devdopoent (BIDV) 39 45 ERY %] B7 2.5 10.3 1.4
Cthars 12.1 142 13.6 ptiR 130 18.4 21.% 22

(Fumigr, wrency doposits by bank in pervent of total)

Total 1000 0o 1000 1000 1008 1000 1000 1000
Viztcombank 410 423 42.7 427 4.0 43.9 417 425
Taomhank 152 155 137 160 14.8 14.8 1w 14.8
VBARD 3 4.8 51 5.5 53 33 34 33
BIDV 9.0 3.0 7.3 7.5 124 i3 2.2 127
Othess 277 283 292 282 256 238 25.9 4.5

(Pervenlage share in inveease uf foreign sumeney deporils dnce begioning of ke year)

Total .. 1000 00D 1000 1000 1000 1000 1900
Vietcombmk 7.3 414 41.7 40.1 £2.8 410 446
Tnoumbink 7 18.3 146 i4.4 14.8 4.4 14.6
VBARD 24 4.2 6.1 5.3 5.7 5.6 32
BV - %} N4 38 18.1 115 112 136
Others 128 34.5 29.9 9 i3 278 22.1

{Ins millions of 1.8, dollars, nelesy ndicatad otherwisc)
Merorandurs jems:
Poreign cuttency deposits
Enerprises . 1412 1446 1728 1777 1T 2468 2211 2339
Households 1,614 1922 b6y 2365 LW 3284 Q466 3642
Temand deposits {in percent of ool foreign cumency
depaosirs) 202 291 253 28 240 19.8 17l L7.4

Sources: Sote Bonk of Vistmam; snd Pund statl ssGmates,

1/ Baged pn monchary turvey comprising 6 statc-ownzd commercial banks (SOCHY) and 82 non-satc credit instantions,

2/ Adjusted for motcrprise holdings of fareign currency deposit substitaces a2 VCB {abuut 43 pereent of totzh).

3/ Reterrad to as savings deposits in the monthly decivation lables on the banking systen.

47 Adjustad [ur heusehuld hoddings of feieign carency deposit substitutes at VOB (about 55 pm::nl of total} and at BIDY (al] deposits
estiuted o be heid by hoossholds),

5/ Adfastd for Seposit substitntes of VOB and RIDV o, dojlar-fenomtinatat hends issued hy hamks).
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Table IL2. Vietnam: Foreign Assets of the Banking System

(In millions of U.S. dcllars)

1998 1999 2000 2001
Aug.
Forcign Assets 3,445 5.542 7,770 8,744
Deposit with banks 3,146 3,764 5,824 6,558
State Bank of Vietnam 2,000 1,860 1,779 2,085
Commercizl banks 1,146 1.504 4,045 4,472
Other 299 1,778 1,947 2,186
Srtate Bank of Vietnam 98 1,562 1,734 1.826
Commercial banks 201 215 213 360
Memerandum item:
Exchange rate (dong per U.S. doliar) 13,890 14,025 14,501 14 993

Source: Viemamese authorities.
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[Il. PRIVATE SECTOR DEVELOPMENT IN VIETNAM'
A. Introduction

35, This chapter reviews recent trends in private sector development in Vietnam. It
draws upon work done by the World Bank Group and in patticular the IFC, and looks ahead
to areas where policics will need to be strengthened to accelerate private sector development
(PSD). The government’s medium- to long-term economic development program emphasizcs
the commitment to creating a fair business environment for both the statc and nonstate
sectors. Given this and the current direction of reforms, the privatc scetor is expected to play
an increasingly important role in new business formation, cmployment creation, and output
growth. Also, poverty reduction in Victnam over the last decade was derived from land-
based and agricultural-led growth, but there are physical limits to this pattern of growth.
Thus, poverty reduction in the fature will require more rapid rural and urban growth that is
labor-intensive and export-led, with the private sector as the engine of growth. Removing the
current impediments to PSD will also help protect macrogconomic stability, through further
increasing government revenue, expanding trade opportunities, and increasing Vietnam’s
resiliency to supply shocks.

B. Private Sector Development in the 1950s

36.  Currendly, the private sector accounts for around 40 percent of GDP in
Vietnam'® (compared with 50 percent in China), but mainly in agriculture and for only one-
third of industrial output. Its rapid growth in agriculture-based activity started in the

Jate 1980s and was initially fueled by the policy of Dei Moi (or economic renewal), under
which Vietnam began to make significant strides in liberalizing the agricultural sector. Prior
to Doi Moi, agriculture was collectivized, and private sector activity in most other sectors
was negligible, unrecorded, and/or disallowed. Under Doi Mo, most input and output prices
were decontrolled, agriculture decollectivized, the exchange and trade systern partially
liberalized, and foreign direct investment (FDI) allowed (initially joint ventures only).
Reforms were guided by new laws promoting domestic and foreign investment, as well as a
commercial law.

37.  Progress in PSD in the early and mid 1990s was slow because of policy
amhbivalence, and stalled with the onset of the Asian financial crisis in 1997. Even though
FDI inflows were very large in the mid 1990s, Vietnam’s busincss climate was increasingly
at a competitive disadvantage vis-a-vis the region, in part because of opaque and burdensome

17 prepared by David Cowen.

18 This measurement compriscs mainly the domestic private sector (houschold enterprises
and farms and small and medium-sized enterprises). It also includes a portion of the mixed
(i.¢., joint ventures with ownership from more than one sector) and foreign invested scctors.
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legal and administrative regimes. With the Asian crisis, FDI flows plummcted,”® and investor
sentiment turned negative, given limited progress in reforming statc-owned enterpriscs
(SOLs) and the exchange and frade system. Private soctor activity in Vietnam was still
constrained by an entrenched bureaucracy, 2 non-transparent tax and regulatory framework,
and an uneven playing field in terms of market access, foreign exchange and bank credit
availability, and operating costs. Entry to many business sectors was prohibited or aliowed
only in the form of joint ventures with SOEs. Even when private sector participation was
permitted, private businesses faced other administrative hurdles, which raised the costs of
doing business in Vietnam.

C. Recent Measures to Foster Private Sector Development

38.  Since early 2000, and in a bid to promote economic recovery, the government
has taken a series of actions aimed at Improving the investment climate for a more fair
business envirenment. These actions in 2000 included notahly passage of the new
Enterprise Law and amended Forcign Investment Law. This was followed in March 2001 by
the adoption of a three-year SOE reform framework that provides for equitization,
liquidation, and merger of a significant number of small and medium-sized SOUs; and by
implementation of trade opening measures, including the announcement in May 2001 of a
five year import-export regime that significantly advances the removal of a number of
quantitative restrictions on imporis in sectors dominated by SOEs (see Chapter IV). In
addition, the povernment is pushing ahcad with financial sector reform, including liberalizing
intcrest rates, restructuring the banking system, and establishing a stock exchange, all of
which should aid PSD.

39,  The key provisions of the new Enterprise Law were aimed at easing business
entry. Under the new law, business licensing requirements in 145 (out of 400) sub-scetors
were lifted in 2000, making establishment of private firms considcrably casicr. Decree 30,
also issued in 2000, led to revocation of a further 61 licenses and permits. The removal or
modification of business licenses in an additional 50 sub-sectors is expected by end 2001.
Business registration costs also have been cut significantly and the approval process
shortened from 1-2 months to 10 days on average, and even less for small enterprises and in
urban arcas. As a result of these changes and with effective implementation of the new law,
an estimated 26,000 small and medinm-sized enterprises (SMEs) were registered in the
period January 2000 through Aungust 2001 employing more than 500,000 workers (some
SMEs are newly established companies, but many arc houschold enterprises that have been
upgraded or other enterprises that proviously operated unofficially or illegally). This
represents a 60 percent increasc in registered SMEs since January 2000, when the Lnterprise
Law came into effcet. Total registered capital is equivalent to around US32 billion, or

19 §taff catimates show total nonstate investment declining from around 20 percent of GDP
in 1996 to 14 percent in 1999, then rising to 16 percent in 2000. FDI is cstimated to have
fallen from 7% percent of GDP in 1996 to 2} percent in 1999 and 2000.
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6 percent of GDP. Concentration of newly registered SMEs has tended to be in urban arcas
and in the southern part of the country, especially in the 1lo Chi Minh City region

(Table TI1.1). The Enterprise Law will be supplemented with 2 decree on SMEs by

end 2001. Existing provisions in the Enterprise Law on the use of land-use rights as collateral
for bank loans will also require stronger enforcement and greater transparency to ease credit
conditions for SMFs.

40.  Amendments to the Forcign Investment Law sought to improve the climate for
Foreign Invested Enterprises (FLEs) by mainly streamlining previously complex FDI
procedures and leveling the playing ficld vis-a-vis the SOEs. The key provisions allow: the
automatic registration of export-oricnted FIEs, purchase of foreign exchange by FIEs to
make payments within certain limits, mortgaging of land by foreign bank branches, and the
provision of government guarantees on certain types of infrastructure projects and
cncouragement of imvestment by overseas Vietamese.” These guarantees, in particular,
aided the conclusion of contracts for large oil and gas projects, the negotiations of which had
been protracted. Furthermore, the dual pricing system, which largely discriminates against
FIEs, has been rolled backed recently with a reduction in price gaps most notably on
telecommunication and clcetricity tariffs.

41. A resolution, adopted by the Central Committee of the Party in August 2001, calls for
an accelerated phase out of the dual pricing system (much of which was originally authorized
to take place 1999), as well as further streamlining of hicensing and administrative procedures
for FIEs. The resolution also notes the need for a common and simplified legal framework
and tax system for domestic and forcign investors. The number of sectors permitting FDI
would be expanded and include import and domestic distribution services. In addition, land
clearance procedures for FIEs would be simplified, land-use right centificates issued to FIEs
operating in industrial parks or export processing zones, and, on an experimental basis, land-
use rights made transferable to certain foreign investors. Morc generally, revisions to the
Land Law, which will come into effect soon, arc aimed at easing local government control
over allocating land and granting land-use certificates to households and enterprises, giving
overseas Vietnamese the right to buy houses with attached land-use rights, and aligning
compensation for nationalized lands with market value.

42.  In view of the poor financial conditions and inefficiencies of many SOEs, the
government adopted a five-year SOE reform plan in March 2001, with annual targets
specified for 2001-03. Final approval of the reform framework was given by the Central
Commitiee in August 2001, ‘The objectives of the plan are to reduce losses and improve
competitiveness, Around 1,800 out of the morc than 5,500 SOEs will be subject to
enterprise-specific reform measures, mostly through equitization (1,400), divestiture (140},
or liquidation/closure (220). An additional 200 enterprises will face merger/consolidation.
The focus of this reform is on equitization of small to medium-sized SOEs in terms of state

2 The original decree was approved in 1998,
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capital (11 percent of total) and SOE debt (10 percent of lotal). However, these SOEs are
estimated to account for 31 percent of total SOE employment, as more capital intensive,
heavy industry sectors will remain under state dominance (Table II1.2).

43.  Recent financial sector reforms should also ease some of the constraints faced by
the private sector in terms of accessing bank credit, securing foreign exchange, and,
eventually, raising new capital.

. Availability of bank credit: 'The joint stock bank (JSB) sector, where operations have
been geared toward serving the private sector, is gradually undergoing a period of
consolidation.? Since 1999, cight JSBs have been cither merged, consolidated, or
liquidated. Under current plans, the number of banks will be halved over the next two
years to fewer than 25. By then, the JSB system should be financially sounder and
better supervised, and more capable of meeting credit needs of viable SMEs. Because
of the ongoing bank restructuring and owing to tighter credit risk management, credit
growth from thc nonstatc banks (the JSBs, as wcll as joint venturc banks, forcign
bank branches, financial companies, and the Central People’s Credit Fund) has been
significantly lower than fromn the banking system as a whole.? Over time, however,
effective banking reform should help to make more credit available at lower interest
rates.

] Access to credit under market-related interest rates: Interest rate caps have been
wholly or partially lifted—for foreign currency loans, the caps were removed in
June 2001 and for dong loans, the margins above the base lending rates, which came
into effect a year earlier, appear to offer banks adequate flexibility to price tisk and
SMFs better access to credit. Under the current strueture, the bands above the dong
hase rates are 4 percent {on an annualized basis) for short-term loans and 6% percent
for long term loans. Allowing land use-rights for collateral should also help make
credit accessible to SMEs, and requiring SOEs to undergo bank credit risk
assessments (like other borrowers) should also make room for credit to SMEs.

. Access to foreign exchange through liberalization of the exchange system: The
foreign exchange surrender requirement was reduced from 80 percent to 50 percent in

2 Based on official cstimates as of end 1998, loans to the nonstate sector by the state-owned
commercial banks {SOCBs) were about three times those by the JSBs. However, they
represented only about 40 percent of the SOCBs’ total outstanding loans, compared with

70 percent of the JSBs’ loans. More recent data broken down by type of borrower from each
sector of the banking system are unavailable.

2 11 2000, nonstate bank credit and total bank credit expanded by 14% percent and
38 percent, respeetively; during the first eight months of 2001, the wend continued, at
4%, pereent and 14%; percent, respectively.
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August 1999 and to 40 pereent in May 2001, As part of the amended Foreign
Investment Law, the (oreign exchange balance requirement for FlLs was lified in
May 2000 (previously, FIEs were required to balance payments and receipts in
foreign exchange, unless they were granted special exemptions). Under the same sel
of amendments, the tax on profit remittances of FIEs was reduced [rom 10 percent to
7 percent.” Under the current PRGF-supported program, the authorities have agreed
to submit a recommendation 1o the National Assembly to eliminate the tax for Fllis
by March 2002.

. Vietnam’s stock exchange was established in Ho Chi Mmh Ctry in July 2001
Currently, only seven companies are listed on the exchange.”! As of end-
August 2001, total market capitalization was US$20 million (0.1 percent of GDP) and
daily trading volume was under US$0.5 million. Larger companies would like o list
on the exchange, but at present cannot meet the main requirement of disclosing
audited financial statements on international standards. Currently, FIEs cannot list on
the exchange, but the govemment has recently called for regulations allowing
transformation of these enterprises into joint-stock companies on an experimental
basis, creating conditions for them to be eventually listed.

44, Plans are also underway to give local authorities greater autonomy in business
regulation. A draft government decree is being considercd that would grant greater
autonomy to the Ho Chi Minh City Pcople’s Committee in terms of business investment
licenses and procedures, land price determination, and provincial budget execution. Already,
business registration procedures operated by the local planning and investment service have
been streamlined and automated, with licenses to dornestic private enterprises granted in as

little as one day.
D. Challenges Ahead

45, Despite the recent improvements, private sector development still faces
remaining impediments in Vietnam. The government’s ten-year socioeconomic
developmicnt strutegy (2001-10), which was endorsed by the Ninth Party Congrcsq in

April 2001, envisages a more level playing field for the private sector. However, it still calls
for a Icading role for the state sector, including continued state protection of and investment
in certain key industries. In China, a change in leadership attitude that led to an explicit
recognition of the private sector as an important component of the economy (at the Fifteenth
Party Congress in 1997), along with carlier steps in clarifying the legal framework, have been

23 fyr overscas Vietnamese who invest in Vietnam under the Foreign Investment Law, the
tax rate is 3 percent, and for a small class of foreign investors, the rate is 5 percent (see
Summary of the Tax System).

24 The stock cxchange has also floated several special treasury and bank bond issucs.
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scen as key in fostering rapid expansion of private registered firms in the 1990s
(from 100,000 in 1991 to more than 1.3 million teday).

46.  Access to bank credit by the private sector remains an issue. Interest raics have
been substantiaily decontrolled. 1Towever, credit risk management by banks needs to be
strengthened, which is a key clement of the government’s banking reform strategy, in
particular by the four large state-owned commercial banks. In addition, a more vigorous
cffort will be needed to meet targets set by the government in consolidating the JSBs.
Lending to the private sector should also benefit from steps being taken to further simphfying
the use of land-use rights as collateral. Crowding out by the state sector is also cxpeeted to
diminish, as policy-based lending is being supplanted by cxplicit government guarantees or
direct budget support (e.g., through the Development Support Fund). For SMEs, however,
access to bank credit will also require that many of thein strengthen corporate governance by
clarifying their ownership, adopting stronger accounting methods, and disclosing more fully
and accurately business practices.

47.  In addition, SOE reform needs to be accelerated. SOE reform is critical to PSD, as
a number of small to medium-sized SOEs arc to be equitized and the sector as a whole is
opcrated on a more commercial basis. However, this reform needs to deepen, in particular for
large enterprises. With recent approval of the reform framework by the Central Committee,
the government has instructed to relevant ministries and agencies to proceed with full
implementation of the SOE reform plan. The legal changes are expected to speed up the
equitization process, which thus far has lagged considerably in terms of the reform plan’s
first-year targets. Critical to this effort will be clarifying of guidelines for resolving bad debt
and handling labor redundancics arising from individual SOE restructuring. The equitization
process itself is expected to be strengthened by end year through the planned removal of caps
on shareholdings in equitized SOEs by individuals and legal entities; in addition, the
responsibility for issuing, selling, and registering shares is being removed from SOE
management. The government is also committed to publishing a detailed roadmap of SOE

reforms.

48.  The legal and administrative framework is unclear and governance is a concern.
As the authority of ministrics and agencies and of central and local governments is often
overlapping or ill-dcfined, government decrees issued by competing bodies at times are
inconsistent, which invites selective interpretation and enforcement. New and amended laws
oflen await implementation guidelines, which slows reforms. These problems tend to further
complicate an already weak court system and lead to burcaucratic entanglements. The extent
of corruption is thought to be widespread, raising the costs of doing business. Stronger
institutions are needed that have clear cut authority to promote business development and to
enforce the rule of law. Also, less discretion should be taken by the bureaucracy in
implementing policies. In a recently finalized draft program for administrative reform
(2001-10), the government notes that the biggest challenge to developing a clean, stable, and
efficient administrative regime is to tackle longstanding problems of excess bureaucracy, red
tape, and corruption. Under the reform program, plans are being formulated to streamline
central and local government operations, strengthen personnel training and management, and
more clearly delineate tasks and responsibilitics, including on the issuance of legal and
administrative directives.



-36-

Tabie IIL.1. Vietnam: Registered Enterprises Under New Enterprise Law by Region 1/

Numberof  Amount of Share in 1999 of:
enterprise registered Industrial Industrial Total
capital putput establishunents 2/ population

(in percent of total)

Total

Red River Delta 240 205 207 378 22.0
North East 6.0 9.9 3. 2.6 11.6
North West 0.6 (.3 0.3 1.6 2.9
North Central Coast 33 3.6 33 17.7 13.1
South Ceniral Coast 59 7.5 5.1 8.2 8.5
Central Highlands 1.9 1.0 1.0 9 5.3
North East South . 46.6 42.5 53.7 3.8 154

of which : Ho Chi Minh City 36.0 283 274 43 6.6
Mekong River Delta 9.8 57 10.3 13.5 21.1

Sources: Ministry of Planning and Investment and General Statistical Office Statistical Yearbaok 2000.

1/ Through Aungust 20G1.
2/ Local business establishments (excluding agriculture and service sectors), including statc-owned and
foreign invested enterprises.
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IV. TRADE REFORMS AND EXPORT AND IMPORT PERFORMANCE®

A. Introduction

49,  Trade liberalization and export development have been central to Vietnam’s
continuing economic transition. To this cnd, Victnam has pursued a multi-pronged
approach to gradually reducing trade barriers and increasing the outward orientation of the
economy. First, by joining the ASEAN Free Trade Area, AFTA, in 1996 Vietnam made a
commnitment to eliminate tariff and non-tariff barriers vis-a-vis the other member countries.
Second, the bilateral trade agreement with the United States is expected to be ratified by the
National Assembly in November, and other bilateral trade agreements are under discussion.
Third, Vietnam is vying for membership in the World Trade Organization (WTO), which
requires a commitment to simplify import controls and reduce the level of import protection.
Despite the high degree of trade restrictiveness throughout much of the 1990s, however, both
exports and imports expanded rapidly. This reflected generally adequate competitiveness,
high levels of foreign direct investment (FDI), and the liberalization of the agricultural sector
following Doi Moi. By 2001, exports account for half of GDI* and are broadly diversified, in
terms of structure and trading partners. Vietnam's openness (mcasurcd in torms of the ratio
of exports and imports to GDT) is twice the average of all PRGF-eligible countries. This
chapter cxamines the recent trade initiatives, and the decade-long trends in exports and

imports,
B. Recent Developments in Trade Reforms

50.  During 2001, Vietnam made substuntial progress in liberalizing its trade regime.
Tn April 2001, with a view Lo providing a more stable export—import envnromncnt the
government announced a Five-Year (2001-2005) Import-Export Regime.” This provides a
road map for elimination of QRs, tariff reductions, and other trade measures. On

QOctober 3, 2001 the U.S. Senate passed legislation implementing the landmark bilateral trade
agreement between the United States and Vietnam (the agrecmcnt was signed on

July 13, 2000) marking an important step toward WTO accession.”” Vietnam's National
Assembly is expected to ratify this agreement when it meets in November. Meanwhile,

* Prepared hy Nita Thacker.

% Contrary to previous years when only annual changes to the import-export regime were
announced.

27 A meeting of the WTO Working Party un the Accession of Vietnam was held in
November 2000 and an Inter-Ministerial Committee has been set-up to guide and monitor
progress on WTO accession.
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preparations are being made to rcach b}lateml trade agreements with other WTQO members
and align existing bilateral agrcements™ and modify Vietnam’s laws to meet WTO standards,

Key trade reforms in 2001

51.  Quantitative restrictions: 'The program for eliminating QRs has been accclerated
compared to commitments under the PRGF-supported program:

. Effective May 1, 2001 QRs on 3 items*—paper, clinker, pranite and ceramic tiles,
alcohol, and passenger vans with 1016 seats—were eliminated ahead of schedule
and replaced with tariffs (sce Table IV.1).

. At the same time, the target dates have been advanced for most other items, including
construction glass, remaining stee! products, and vegetable oil, to end-
December 2001 and QRs for two additional items—motorcycles and certain parts
thereof and passenger vehicles with up to 9 seats—are now scheduled for removal by
end-December 2002.

. QRs on cement will remain until end-December 2002, as initially planned.

- By the beginning of 2003, all but 2 items- - sugar and petroleum products --will no
longer be subject to QRs.

52.  Tariff reductions under A'VA: Ordinance No, 28 announced on June 6, 2001
outlines changes in tariff lines consistent with the commitments under AFTA. These changes
are effective from January 1, 2001:

. 713 items have been transferred from the Temporary Exclusion List (TEL) to the
Inclusion List (IL), leaving 1,200 items still in the TEL (under AFTA all items are
cxpected to be moved {o the IL by 2003).

» For the items in the IL (a total of 4,986), 65 percent are subject to a tariff rate of 0—
5 percent and the remnaining 35 percent to a tariff rate of 520 percent (under AFTA
tariffs on 97 percent of tariff lines will be reduced to at most 20 percent by 2003 and
05 percent by 2006).

 Victnam currently has biluteral irade agreements with several countries including most
Asian countries, the European Union, some transition economies and Australia and New
Zealand.

2 Bor trade reforms before 2001, see SM/98/6 and SM/99/104.

3 The last two items arc ncw and were not included in the original list.



53.  Other measures: In addition,

. Quotas on rice exports have been eliminated and anyone registered to export food and
agriculture-related goods can now export rice frecly.

. Garment and textile quotas will continue to be announced (currently 25 percent of the
quota is auctioned off), and will be incrcased annually and eliminated over the
medium term.

. A revised tariff schedule was announced for 2001, partly to reflect the tariffs for

goods on which QRs were removed®! (Statistical Appendix, Tables 32 and 33).
Notwithstanding this, only about 1 percent of line items continue to have rates above
50 percent.

. The surrcnder requirement has been reduced from 50 percent to 40 percent effective
May, 2001.

* ‘Trading rights have been further liberalized for foreign firms.

» Foreign invested enterprises can now buy foreign exchange from commercial banks
in Victnam for their imports.

United States Bilateral Trade Agreement (USBTA)

54,  Normalization of Vietnam’s trade relations with the United States began with
the litting of the trade embarge in 1994. This move was followed a year later by the
restoration of diplomatic relations in 1995, and the first waiver of the Jackson-Vanik
emigration provisions in 1998. Under the USBTA expected to be ratified by the National
Assembly in November, the U.S. will extend temporary most-favered nation status (MFN,
also known as normal trade relations or NTR status) to Vietnam, so that imports from
Vietnam will face significantly lower tariffs when entering the United States.” The USBTA
also provides for reciprocal nondiscriminatory treatment o[ U.S. exports to Vietnam. The key
features of the USBTA are:

. Trading rights: Liberalize trading rights for U.S. firms in three to six years,

. Tariffs: Reduce current tariff rates on a limited range of industrial and agricultural
items (about 250) by 30 to 50 percent over three yeurs.

3 The tariff rate of 120 percent introduced in 200! is imposcd on certuin alcohol related
iterns.

* Imports from Vietnam have faced tariffs of up to 40 percent, or more than 10 times higher
than that faced by most other nations,
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. Quantitative restrictions: Remove QRs on most products in three to seven years, but
back loaded for steel and cement (after six year) and petroleum products (after seven
years).

» Intellectual property rights; Apply WTO-consistent protection for intellectual rights
in 12-13 montbs.

. Banking services: Allow U.S. equity in joint ventures (with up to a 49 percent stake).
After nine years, allow 100 percent U.S. owned subsidiary banks. Also allow
1.8, equity in privatized Vietnamese banks at the same levels as Vietnamese
investors. Phase in right of U.S. banks to accept dong deposits on the same basis as
domestic banks over cight years for business chentele and ten years for retail

depositors.

. Nonbank financial services: Allow 100 percent equity in financial and other leasing
after three years.

. Insurance. Allow joint ventures in three years and 100 percent U.S. equity in five to
8i% VCAaTs,

. Other services: Allow immediately 100 percent U.S. cquity in a range of technical

serviees, including in legal, accounting, engineering, computer-related, and
construction areas.

' Trade-related investment meayures: Phase out all WTO-inconsistent measures
(e.g., local content requirements) in five years.

» Transparency: Publish all laws and decisions governing issucs in the agreement,
cstablish administrative or judicial tribunals for review, and provide the right of
appeal.

The impact of the USBTA on Vietham

55.  Impact on trade: The major impact is likely to be on exports from Vietnam which
will enjoy MFN status. Vietnam’s exports to the United States increased from US$95 million
(2.3 pereent of total exports) in 1995 to US$770 million (6.7 percent of total exports) in the
first @ months of 2001. The principal exports are seafood, textiles, footwear and agricultural
goods, including coffee, most of which are items that under MFN enjoy duty-iree treatment
(zero tariffs). Thus, the USBTA is likely to result in increases of commodity exports and
exports of labor-intensive manufacturing with large differences between the MFN and non-
MUI'N tariff rates. Using the Global Trade Analysis (GTAP) model, the World Bank has
estimated that exparts to the United States are likely to double in the first year of MFN status,
as U.S. tariff rates on Vicinamese exports will fall from their non-MFN average of 40 percent
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to less than 3 percent.”> Tn particular, Vietnam’s clothing exports are expected to increase
dramatically. Vietnam cxported less than US$40 million in apparel to the U.S. in 1999, while
garment exports to Japan and the EU totaled US3500 million and US$640 milhon,
respeetively. Based on the experience of Cambodia—which was granted MFN status

in 1996—the World Bank estimates that clothing exports could increase as much as ten-flold
in the first year after receiving MUN status.** Anvther item likely to benefit from the USBTA
are marine exports from Vietnam. The U. 8. has alrcady outpaced Japan to become the
biggest importer of seafood from Vietnam accounting for 27.2 percent (or US$324 million)
of total exparts of scafood from Vietnam in the first nine months of 2061,

56.  Fmpact on services and capital flows: The Tiberalization of the services sector,
including tourism and construction in the short-term and financial services, inchuding
banking and insurance serviccs over the medium-term, are likely to lead to a considerable
increase in foreign direct investment (FDI). Also, FDI in light industry has been rather
modest to date and this is likely to benefit from the USBTA.

57.  Impact on the SOE sector and factor productivity: SOE cnterprises in the textile
and footwear sectors are already facing increased competition from China and private
domestic firms that have been forming joint ventures with foreign partners. The further
opening up of the economy combined with other ongoing trade reforms’ is bound to increase
competition and force restructuring on the SOE sector. Also, increased capital inflows are
likely to jncrease investment in textiles, food processing and fisheries, all of which have a
large potential but have hitherto seen relatively small foreign investment.

C. Export Performance in the 1990s

58.  Vietnam’s exports have increased almost five folds in the last 8 years, from
about USS$3 billivn in 1993°¢ to over USS14 billion in 2000 and are expected to top
US$15 billion in 2001. Exports are now broadly diversified in structure and in trading
partners. During the same period, Vietnam’s openness (measured in terms of exporls plus
imports as a ratio of GDP) improved relative to its neighbors, with the exception of the
Philippines and Malaysia, to reach 94 percent in 2000 (Figurc IV.1). Export performance in
the 1990s can be roughly divided into four periods: (i) from 1993-97 when exports were
increasing at an average rate of 30 percent; (if) 1998 when expert growth plummeted to only

33 The Effect of the United States Granting MFN Status to Viemam, by E. Fukase and
W. Martin, World Bank, 1998,

34 Tho Vietnam-U.S. Bilateral Trade Agreement, CRS Report for Congress.

35 Trade reforms under the AFTA and recent removal of quotas will also have a significant
role in this context,

% Data prior to 1993 are poor and hence not included in this analysis.
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Figare IV.1. Vietnam: Comparative Perspective on Trade
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2.4 percent; (i) post-1998 when growth rebounded to average 24 percent in 1999-2000, and
(iv) recently a slowing of export growth with the global downtum. Based on Vietnam’s
export performance over the last decade and assuming maintenance of competitiveness and
continued transition to a market economy, Vietnam’s medium-term export outlook remains
promising even though the near-term outlook is clouded by the global slowdown.

Rapid export growth prior to the Asian crisis (1993-1997)

59.  Vietnam’s export growth was very strong, averaging 30 percent during this
period. The contributing factors were the elimination of export barriers (inchuding quotas) in
order to encourage sales to convertible currency areas since 1989, adequate competitiveness,
some FD1 in export-oriented industries, and the steady growth in impert demand in most
trading parter countries. This record outperforms export growth ol most vf its Asiun
neighbors (Figure TV.2) and was accounted for primarily by non-oil exports:

. Non-oil export growth averaged about 35 pereent, with cxports of garments and
footwear increasing most rapidly and their shares in total exports increasing from
8 pereent in 1993 to 15 percent in 1997, and from 2 percent in 1993 to 15 percent
in 1997, respectively, replacing coffee and rice as major export earners (apart from
oil).

. Oil export value rose at an average rate of about 14 percent, with most of the increase
due to higher export volumes (an increase of 78 percent) with a price increase that
was relatively modest (Table 1V.2 and Statistical Appendix, Table 25). The share of
oil exports continued to remain the largest, averaging about 21 percent of total
exports.

. Export volumes of coffee, rice and rubber continued to increase so that despitc
fluctuating prices, they remained important in lerms of their contribution to growth.

. Diversification of trading partaers also increased. Starting first with regional markets,
Vietnam made inroads overtime into European and U.S, markets.

. The principal trading partner during this period was the Asia and Pacific region which
absorbed 70 percent of Vietnam’s total exports until [995; however slarting in 1996
the share of this region has been declining. Japan and Singapore were the main
trading partners in thc Asian region (Statistical Appendix, Table 27}.

. The share of exports to Germany, United Kingdom and the United States (after the
trade embargo was lifted in 1994) steadily incrcased during this period. As a result,
Vietnam has gained market share in these countries. In fact, in 1997 Vietnam’s
exports to these countries increased when expotts of most Asian countries were
declining.
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Figure IV 2. Vietvam: Export [udicators
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Slumgp in exports in 1998

Reflecting the adverse impact of the Asian financial crisis in 1997/98 and Vietnam’s
close link to the region, exports increased by only 2 percent in dollar terms. Exports
suffered across the board and mainly from the terms of tradc shock, duc both to lower ail
prices and a declinc in other commodity prices as a fallout from the Asian crisis; and from a
relative loss in competitiveness as the dong appreciated in real effective terms, compared to
all the other currencies in the regton (Figure IV.3):

. Oil prices fell by 32 percent, so that despite an increase in export volume of
26 percent in 1998, oil export receipts declined by 13 percent.

. Weak demand for Vietnam’s exports from its Asian neighbors afiected by the
financial crisis resulted in a decline in exports of 34 percent in 1998 and the share of
exports to this region declined by over 20 percentage points.

» However, the decline in exports to Asia was more than compensated by the near
doubling of exports (mainly non-oil) to the European Union and the United States
contributing to the small but positive increase in exports compared with most Asian
countries that had negative cxport rates.

Export rehound (1999-2000)

60.  Overall exports increased by an average of about 24 percent in 19992000, as the
region began to recover from the erisis and also reflecting the dramatic increase in oll
prices from about US$11 per barrel in January 1999 to US$28.4 per barrel at end-year 2000.

. As aresult, oil export receipts almost tripled between 1998 and 200Q from
US$1.2 billion to US$3.5 billion, respectively,

. Non-oil exports registered an increase of 16 percent, but this is only half of the
average experienced in the mid 1990°s.

. Among non-oil exports, the share of garments, footwear, handicrafts, and manne
products has remained robust.

. Growth in exports to the European Union and the United States (which are mainly

non-oil} was much larger than that to the rccovering Asian countries, indicating u
continued trend to penetrate these markets following the redirection of trade achieved
during the crisis years.

Slowing export growth in 2001

61.  With the weakening in the giobal environment, export growth during the first
10 months of 2001 slowed substantially to only 9 percent, compared with 26 percent during
the same period last year. This performance is in line with the slowing of external demand
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Figure IV.3. Victnam: Exchange Rate Indicators
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and in keeping with the regional trend of falling export growth; competitiveness has been
broadly maintained through flexible exchange rate management and stable domestic prices.

. Much of the decline can be explained by a decline in oil prices from a peak of
US$34 per barrel last November to US$22 per barrel in October this year. Oil export
volumes in Scptember and October bave also been disrupted (exports from January—
August averaged 1.4-1.5 million metric tons) by repairs at some oil wells.

» Growth in non-oil exports was 12.5 percent in the first 10 months, almost half the
growth rate achieved last year although still higher than for most other Asian
countries,

. Among non-oil exports, coffee and garment exports showed a rebound in growth

compared to the same period last year while exports of marine products which were
growing very rapidly until August seem to have come down quite dramatically in
September and October. This may reflcct the higher freight insurance costs in the
wake of the September 11 events. The slump in non-oil commodity prices has also
depressed exports such as coflee and rice.

. Japan remains the largest importer of Vietnamese exports, with China, Australia,
Singapore and United States being the other large buyers of Victnamese goods.

. Despite the broad diversification in export structure and trading partners, experience
so far in 2001 suggests that Vietnam is now more vulnerable thun a decade ago to
shifts in global demand and world commodity prices,

D. Import Performance in the 1990s

62.  Inline with exports, Vieinam’s imports have quadrupled over the past eight
years, from about US$4 billion in 1993 to nearly US$12 billion in 1999 and arc expected to
reach US$14 billion in 2001. Imports seem to have reacted o the Asian erisis faster (han
exports—perhaps due to administrative controls—with imports declining by 0.4 percent

in 1997 compared with the previous year, and to an average growth of 42 percent

during 1993-96. Import performance in the 1990s could also be divided into four periods
{covering slightly different years): (i) from 199396 when imports were increasing rapidly,
(ii) 1997-99 when imports plummeted and recovered only slowly towards end-1999;

(iii) 2000 when imports increased again rapidly; and (iv) 2001 when imports began slowing,

Strong import growth prior to the Asian crisis (1993-1996)

63.  Very rupid import growth during this period (42 percent on average) was
associated with a rapid GDP growth and high FDI inflows. This record outperformed
import growth of most of its Asian neighbors.

. With rapid economic growth, petroleum imports increased at an average rate of about
14 percent, while non-oil import growth averaged almost 50 percent (Table 1V.3).
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Among non-oil imports, imports of machinery and equipment incrcased most rapidly
with the share in total imports increasing from 25 percent in 1995 to about 33 pcreent
in 1996,%7 driven mainly by the large FDI flows during these years.

Iraports of textile yarn, and leather and garment material which forms an important
input for the export industry also showed significant increases.

About 70 percent of all imports came from the Asia and Pacific region; the share of
imports from European Union countries averaged about 10 percent (Statistical
Appendix, Table 27). The share of imports coming from Taiwan POC and the

U.S. steadily increased during this period.

Import compressian in 1997-9%

64.

The severe impact of the Asian crisis was most evident in the resulting

compression of imports. After the dramatic growth in the previous 4 years, imports
plummeted, falling by 0.4 percent in 1997 and 0.6 percent in 1998, growing slightly by

0.8 pereent in 1999, This was achieved primarily through a tightening of trade and exchange
restrictions as the authorities attempted to protect the forcign cxchange position, and also
through a substantial depreciation of the exchange rate in 1998, Among the main factors that
kept imports compressed were:

| 2

The plummeting of FDI inflows as most of the Asian é&)untries, the principal source
of FDI, were hit by the crisis. FDI fell to under 3 percent of GDP in 1997 and 1998
compared with almost 8 percent of GDP in 1996,

The tightening of ad hoc exchange controls, including the requirements of
consistency with the business registration and funding for imports only by importers’
own foreign exchange, and the imposition of a foreign exchange surrender
requirement of 80 percent in 1998,

Reflecting both depressed investment and the imposition of quantitative restrictions,
imports of key inputs such as steel, cement, and machines, and equipment remained
flat, or declined dramatically. Imports of light manufacturing, including leather and
garment material and textile yarn, were more resilient as Vietnam was able to redirect
exports to the EU.

The share of imports coming from the Asia and Pacific region increased marginally
during this period; however within this region the share of tmports from Singapore
have declined steadily and have been replaced by imports from China and Taiwan
POC.

¥ Breakdown prior to this year is not available.
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. Imports of FIEs declined by 17 percent in 1998 reflecting the low FDI flows, but
increased by almost 30 percent in 1999 as the region began to recover.

Import recovery in 2000

65.  With Vietham’s economic rebound, overall imports grew by 30 percent in 2000,

. “The oil impert bill doubled in 2000, reflecting the jump in oil prices from an average
of USS18 per barrel in 1999 to alimost US$29 per barrel in 2000. Also, demand for
petroleum increased reflecting a recovering economy so that volume of imports
increased about L8 percent.

. Along with a pick up in domestic investment, the recovery was also cvident in an
increase in imports of machinery and equipment, steel and electronics items. At the
same time, imports of textile yam and leather and garment material remained robust.

Slowing import growth to date in 2001

66.  Import growth has slowed so far in 2000 in tandem with exports. Tn the first
10 months of 2001, the year-on-year growth in imports fell to only 5 percent, both for il and
non-oi] imports.

. While a decline in oil prices has been a factor, growth in petroleum import volume
has also been modest at just over 4 percent, reflecting a slight slowing in Vietnam’s
economy.

. ¥mports of machinery and equipment declined while steel imports are flattening out

indicating slowing investment, Cotton and textile yarn imports are also down
reflecting a declining external demand for apparel, especially in the wake of the
September 11 events; however, imports of leather and parment material remain
robust.

. Clothing and electronics imports (as final usc items) are down despite increases in
income levels (given positive real GDP growth), reflecting weaker consumer
confidence.

67.  Vietnam’s imports appear to have adjusted rapidly in 2001 to relatively modest
exchange rate movements and to domestic demand. The Vietnamese authorities have
begun to case trade and exchange restrictions and, as noted above, QRs have been removed
from several items, and tariffs for AFTA imports have been reduced. The surrender
requirement has been progressively reduced, to 40 percent currently. These actions suggest
diminished scope for administratively conlaining imports and greater reliance on market
forces to moderate import demand.
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Table IV.1. Vietnam: Schedule for Removal of Quantitative Restrictions

on Imports, 2001-03

Ttem ar Graup

Original Date

Acmal or Revised Darte

Paper
Clinker and cement
Clinker
Cement
Comstruction white glass
Granite ang ceramic tiles
Remaining steel products
Vegetable oil

Alcohol

Motorcycle (new) und certain parts

Passenger vans
10-16 scals
Up to 9 seats

201

December 21, 2001
December 31, 2002
December 31, 2002
December 31, 2002
December 31, 2002
Janeary 1, 2003

Not scheduled for removal
Not schednied for remaval

Not scheduled for remaval
Not scheduled for removal

Removed May 1, 2001

Removed May 1, 2001
No change
December 31, 2001
Removed May 1, 2001
Decembey 31, 2001
December 31, 2001

Removed May 1, 2001
December 31, 2002

Removed May 1, 2001
December 317, 2002

Source: Prime Minister Decision 46/2001/QD-TTy on the Management of Import and Export of Goods

in the Period 2001-2005.
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Table IV.2. Vietnam: Commodity Composition of Exports, 1993-2001 1/

(In millions of U.S, dollars, unless otherwise indicated)

1993-97 1998 1599-200C 2001 v/
Average Averuge
Total exports 5,744 9,365 12,995 12,710
{Growth in percent) 301 24 24.2 30
Non-oil exports 4,644 8,132 10,197 9018
{Growth in percent) 354 53 16.0 12.5
Composition of exports
Crude oil 1,100 1,232 2,708 2,792
(Growth in pexcent) 139 -132 68.6 -19
Coal 100 102 as 119
{Growth in percent) 24.0 -8.1 -4.0 -2.3
Rubber 144 127 156 129
{Growth in percent) 31.2 -335 19.8 23
Rice 002 1,020 846 337
{Growth in percent) 254 172 -17.1 -42.1
Cotfee 366 594 543 546
(Growth in percent) 60.7 21.0 13 334
Murine products 368 838 1,227 1216
{Growth in percent) 23.9 95 30.8 4.2
Garments 720 1,450 1.819 1,707
{Growth in percent) 599 75 12.6 13.7
Footwear 377 1,031 1,426 1,527
(Growth in percent) 33011 6.8 18.7 311
Handijcrafts 90 in 203 192
{Growth in percent) 3390 -3.3 487 -4.9
Electronics 44() 497 684 522
(Growth in percent) e 13.0 319 -20.5
Other 1,618 2,342 3,199 3,623
{Growth in percent) 28.1 2.7 24.9 238
(In peruent of total exports)
Crude oil 19.1 13.2 21.2 220
Coal 1.7 1.1 0.7 09
Rubber 25 14 12 1.0
Rice 10.5 10.9 6.7 i
Coffce 6.4 6.3 4.3 4.3
Marine products %5 92 9.3 9.6
Garments 12.7 15.5 14.1 134
Footwear 6.6 11.0 11.1 12.0
Handicrafls 1.6 1.2 1.5 1.3
Hlectronics 77 5.3 52 4.1
Other 28.1 25.0 24.5 2835

Sources: Vietnamese authorities; and Fund staff estimates.

1/ For 2001, January-Qctoher only.
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Tahle IV.3. Vietnam: Commodity Comgosition of Imports, 1993-2001 1/

(In millions of U.5. dolfars, unless otherwise indicated})

199398 1997.9% 2060 2001 1/
Average Average
Total imports 7,444 11,670 15,2008 12.9%%
{Growih in pereent) 428 a3 204 4.8
Non-pcr:olmm inports 6,660 1,034 13,142 11,434
{Growth i percent) 483 0.4 234 £.2
Campasition of imports

Petroleumn 778 0992 20858 1,554
(Growth in parcent} 14.1 1.5 95,3 -4.4
Fartilizer 405 435 504 275
{Carowih in pereenty 304 7.6 57 255
Insecticide 2/ 78 124 137 HE
(Growth in pereent) 34.8 4.7 3.0 6.9
Steel and iron 333 532 812 T
{Cirnwth in percent) 512 4312 383 218
Crment 2/ %3 131 .
(Growth in parsent) -36 -60.7 - o
Mararcycles 2/ 429 N 787 512
{Growth in percenr) 26 4.7 912 A5
Meozor earg and oucks I/ 152 118 134

{Grawth in percent) 4.7 -16.1 0.4

Whent Flor 2/ 7% 4é 1§
{Gzowth in peroant) 431 S8 -44 % .
Textile yam 2/ 146 176 X 198
(Growth in percent) 17.9 72 19.1 3.2
Cinizon 24 7% 98 1401 113
{Growth ir: percent) By 164 110 34
t.cather and garment oaterial 271 838 1,334 1.323
{Growth In parcent) kN 31.3 21.7 250
Cigarette material 2/ 81 04 112 .
{Growih in pereand -6.0 6.5 7.3 .
Machinery and equipment 2/ 2,948 1.945 2 AR2 2,230
(Growth in pervant) g12 -114 238 12
Electronics 3/ . 639 B6G 563
(Growih in perent) . s 360 -18.7
Other 4/ 3,781 5636 5,61% 5,531
{CrimerLls 10 porcent) n3 9.7 9.3 13.6

(I pereent of tomal imports)

Petrolaum 8.5 2.5 1i5 12,6
Feriliesr 54 s 33 21
Insectcide 1.4 1.1 0.9 0.7
Steel anct iton 4.5 4.6 53 6.0
Cement 1.3 0.2
Motoreycles 58 2.8 5.2 kR

Motar ears md gucks 20 1.0 0.9
Wheat flour 1.4 0.4 1 -
Texdle yarn 2.0 L5 15 1.5
Culton 1.1 08 0.7 0.9
Leather and garment macerial 34 1.1 8.8 102
Ciparette matenal 1.1 0.8 0.7 .
Machivery and equipment 39.6 167 16.3 1i2
Electranics 35 5.7 4.3
Other 50.8 542 7.0 42.6

Sourecs! Victnamese suthoritiss; and Fund statf estimates.

1/ For 2001, Janmary-Cetober anly.

¢ Puta svailable only for 1955 and 1996; average growth ratc is for 1996 only.

3/ Date svailable froam 1999 onwards onty.

4/ Fagulres are nat strictly comparable since commodity compasition is non-uniform across years,
depending on the breakdown available for different years.
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¥Vietnam: Pasic Data

Nominal GDP (2000):  1IS530.3 hillon GD? par sapita [2060): US5390
Topulation (2900): 77.7 million Fund quika: SOR 326.1 million
1595 1996 1697 199% 1939 2000
Est.
Real GDP (annug] parcentage chunge) 2.3 g3 2.2 15 4.2 35
Incustrial cutput 1/ 145 142 133 W25 116 15,7
Saving-investnent halanee {tn pervemt of GDF) -13.% A3 .3 45 4.1 1.7
Gross astional saving 116 17.6 HE! HN 6.5 7.3
{ross capital formation 271 28.1 2R3 237 24 3.6
Infation (anmual peroeniage change)
Potiod average 17.4 7 3.2 7.3 4.1 -13
End of peried 124 4% 34 5.6 0.2 05
GDE deflntor 1708 = 8.6 1id 5.7 2.3
Government budget [in puvent of GDP) 2/
Tota] revenue 28 22 4.0 196 5.2 pol
Gramts 07 0.6 0.8 U6 4.5 04
Total expenditure (gxcloding onicoding wid capital costs of refarms) 133 233 2.6 30.4 0.5 23]
Of which; eurront axpendizure 1R.6 14 16.3 149 13.% 15.3
Owerall fiscal bolenee (nchuding grants, exnciuding oniceding} 0.5 0.2 -17 0.8 0.8 220
Mamey and credit {annual pewentage change, end of periad) 3
Broad menay 224 227 26.1 5.6 .3 w0
Crediz 1 the economy 359 20,1 228 164 19.2 181
Interest rudes (i percent, end of pariod)
Three-month deposgits thousehulds) 182 .3 8.1 9.7 4.0 43
Short-term lending {less than vie year) 2813 15.9 127 147 17 9.8
Current aecuual (cluding official ransfers)
(in millions of 115, dollars) -2,648 2431 R 4 57 1,285 £42
{in precent of GOF) -12.8 3.5 5.2 -39 4.5 21
Expor of goods {(aneual pereentags vhinge, U3, gollar terms) i 41.2 24.6 2.4 232 8.2
Imports of goods (annual percenage change, U.3, dollar erms) 4.t 25.3 0.z ALl 1.3 34,3
Foreign exchange reserves {in millions of ULS. dollars, end of period)
Gross officlal reserves, including gold 1,323 LATR 1,857 1,765 2,711 3,03¢
(in weeks of next year's importy of goods and ponfastor services) 5.2 6.4 1.2 6.5 8.3 86
Net intemalional toacrves, maiuding gold :3:01 1,063 1,258 1,173 2,118 2,19
Externsi debt {in pervent of GDP) 4/ B&: 7 4.8 755 ns 363
Convertible currency 5/ 350 357 357 16.3 342 %3
Wancenvertibie currency 51.1 42,0 19,1 393 14 0.0
Debt-servica ratio (percent of expocts of goods and aanfactor servigus)
Debt dus 121 12.9 12.8 3.9 12.8 1.2
Ugbt paid a7 5.6 8.1 B 3.5 5.9
Exchange rate {siony per U5, doilar)
Period averege 11,038 11,033 11706 13,297 13,944 14,170
Bad of period 11,615 (1,150 12,252 13,800 14,928 14,514
Real effective exchange rete {annual perseatage chenge)
Period averags .3 b.é 34 8.1 -£.3 2.3
End of peried 8.4 17 127 94 Al 0
Memorandum irems:
GDF (in riliions of dong at cument maike: prices) 1289 TIZ 1116 3606 354 4 4197
Fer capita GDP {in 1.5, dolars) 288 337 364 359 Eyxl 390

Sources: Data provided by the authprities; wnd staff estimalcs and projections.

17 Year-on-year changes int he gross value of mdustiial oulput,

2/ Cash basis.

3/ For 2000 bascd on expanded monetary survsy (State Bank of Yictam (S8BY) and 8% credic stitutions); Tor previvus periods, based o originel moeretary
survsy (SHY and 28 credit instinians). ;

&/ Lundon Club reschesnlng wes contiuded in savly 1998, Rextructuring of the Russian deht was conciutied 1n Scpigber 2000 oa comparssle cons tn the
1953 Papis Club sessheduling.

57 fuclades tae Joan commonent of foreign divect investment and other privers sector horewwing, and shoit-lenn debt.
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Fable 1. Viethan: Gross Damestic Produst by Expenditure Caiegories at Current Prices, 19594-2008 1/

1594 1943 {996 1957 1598 1939 3080
Uthiclal benmate
{In biilions of dong)

Consumption {48017 187,170 225211 250,584 233,444 91,650 24,238
Piivate 133,299 168 429 202.50% 225,054 55,921 et 295993
Govesmuney, 14.738 18,741 12,722 23,500 27,513 29,671 38,265

Ievestment 4% 453 62,121 TR A50 &R 754 1G4 278 130,503 130,827
Uross capital formation 4% 325 58,187 N.597 1,714 57,581 2793 121,857
Change i siacks 2,158 3944 4881 0 7324 7,70 RS0

Domesiic Sunand 193,520 249,301 201,683 339358 188,310 412,198 455 085

Net cxporta -30,243 33,070 -35,252 -22,686 -26,371 -11418 -13,348
Exports 1,087 83,966 110,835 136,668 161940 199,836 141 401
Imports 81,332 17,038 146,188 159,354 188,281 211,254 255,47

Statisileal dlscrepaney 2/ 5258 12601 53¢ -1,689 <932 333 i)

GDP 118,534 228892 172,036 313,623 301,016 399,542 444,139

{in poreent of GOP)

Constmption §2.9 RI8 828 79.5 78.% 754 730
Privale 747 7.6 144 7.8 me 682 45.6
(iovermmea: §3 82 R4 R.1 7.4 13 6.4

taveshmeat 5.5 2.4 280 283 29.0 1A 203
Gross cupntad foroation 243 234 263 187 2.0 257 74
Chamge in socks 12 17 [ 1.6 2.0 LY ik

Damestie demand 1684 1084 LS (68.2 1055 631 1025

et exports <1E3 <144 -ELG 212 -1.3 -2.9 -2.3
Exports 243 £l 407 43.6 433 50,0 54,4
fports 436 5L 537 503 52 52.8 56.7

Statisticnt disereponcy 2 9 3.5 2.4 .16 -3 L2 .1

{Ammusl percenlage change}

CopsninptioR 26.8 264 M3 113 i3] 64 7.
Privaie 252 264 itar 11 137 £.3 B
Cinvernmen 434 7.2 21.? 122 19 5.6 2B

Investinent 35.7 364 R0 165 183 54 184
Gross capimnt fnymation 413 34.3 X ! 17.0 163 54 18.5

Domestic demand 28.4 8.8 2L 12.5 4.4 6 i 1.4
Lxports 523 75 2.0 23.3 18.5 4 20.8
Lvports 514 43.9 4.9 2.0 I8z 13.2 19.2

GDP 273 812 188 [53 15.1 108 thl

{Camritnion 0 nominal GDP growth, in percent)

Tromesiic demmand £lig L10E iz14 on.§ 93.4 613 v1.4
Privatz epnsimpiun 318 LN 88.2 6.8 £6.2 46y 31
Fixed capital farmarion 332 29.8 3l %2 2 133 LN
Change In socks 32 3.5 24 0.4 40 14 18

Net sxperts -22.3 233 -5.3 305 -7.8 324 A

Statlstleat discrepuncy 27 1he 4,7 416.1 -ZL.0 4.4 3 n.3

GDP 1009 1000 oo 100.1 1000 10600 £00.0

Saurce. Gensral Statinical Office.

I/ Lata are Jatess official revisions of histarical GDF saiimozes.
2 Diffsasiwe beoween production. mmd expendinme-based estimtes of GDP, o i of winch age cansidered o be more acmxate.
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Table 2. Vietnam: Cross Dormestle Product by Sector and Ownership at Corrent Prices, 19942008 1/

0G4 351h 1950 1997 £ 1999 2004
Qificial
eskbrmie
(In billions of dong)
Girnas Dnmestic Product ¥R 534 228,59 172,014 313,623 161,016 199,042 444,130
Buae 71.823 21,977 10R £ 126,970 114,406 ES4 927 173,118
{eaclling smle anagement} 2/ 65,132 31,609 90,217 114510 132,587 143,24¢ 160,921
Nonsuuze 108,811 136615 155402 1BS5A51 AERID LRGN kX2 %R
Agrisoiture 48,958 £2.219 75,314 80,525 23,072 101,723 102,723
Sware 2,190 2,664 3424 1628 3,561 4 188
Noustare 46,778 39,555 72,090 77.198 89,111 97,458
Industry and constructisgn 31,340 5,810 80,876 00,594 117298 137958 62,595
State 1E340 33097 39,228 43,282 35,508 61,855
Naonstate 23,300 32,723 41,648 52342 51,791 76,004
Services 78,026 100,853 115,645 £32.203 130,645 160,260 173,631
Sias 43,193 56,216 3,582 75,060 81,937 88,784
(eaciuling diats ianagement] 27 36,709 47,038 56,545 4,604 74,088 77,10
Norstae 34.81% 44,637 49 664 57,143 63,708 7L.47%
Whaolasate and el ke 30,18% 37,401 41,125 48,014 55,783 59,384 64,460
Hvtals snd restayrants 5,125 8,625 4,57 E1307 12,404 13412 i4347.
Transport, sorage and commmamication 7.154 92117 10,390 12,418 14,076 15,546 17.601
Finarcing intermedintinn 3,450 4,604 5,148 5444 £474 7488 8457
Scicrrifie perivities and terdinology 1,105 1,405 1,629 1774 2028 1,502 2418
Real estare sorvices FAR N 12,392 13,557 15,233 17,683 18,260 16,143
Public admin, defense, and comprd wry social soity £444 8,278 9417 10,463 11.849 11,683 12,198
Education and raining 6,495 8,293 Y847 11,274 13,202 14,004 ME4 1
Health and socia] wark 35 3.542 4,007 4,381 4,574% 5,401 5,994
Utz secvives £121 7,006 8,780 19,875 12,369 13,180 1,146
{[a petsent of GDP)
Stute sector 401 AR2 389 40,5 4.0 kT3 120
{exaluding state waragement) 2/ 8 A6 36.3 37 367 35.% 363
Moustste sector 55.9 $0.8 A § 595 0.0 613 &LD
Agriculture 274 .2 2TE 258 238 254 20
Saare 1.2 1.2 I3 1.2 il LS .
Nonsase 26,2 26.0 6.2 248 247 4
Indusiyy and earatruciion e 5.8 9.7 32t s 345 6.6
State 4.7 14.5 13.4 is. 154 £5.5 e
Nogstate 14.2 4.3 153 o 17l 15.0
Services 43.7 44.1 42.5 42.2 417 40,3 39,
Stute 242 246 43 239 235 xn2
{exciwling stals snanageman) 2/ it 6.5 B VR 03 iv3
Nonstuute 2.5 195 18.3 1832 182 17.%
Whalesale and rerail ude 6.9 184 15.9 56 15.5 E 4.5
Howels and resmumnss i4 3E EX 34 34 14 32
Transpor, swovage and comaenicution 4.0 4.0 33 4.8 ERY 9 4.0
Tinanelsd irermediation LS 2 3] 15 1.7 1.5 1.9
Seientific activities and wehnology 0.4 0.6 0.8 0.6 0.6 a5 [H
Real estate sorvices S 5.4 58 4.9 4.9 %8 4.3
Pubiic ademin., deiense, and compulsory social samrity 36 s 3.5 a3 33 2.9 17
Education and training kX1 36 36 346 3.7 1.5 3.3
Heulth and sucial work 15 L& 13 14 1.4 14 L&
Oiher services 3.9 kN 3.2 R 3.4 33 32

Sourie: Geeral Statisnical Utfice.

I/ Dats are lowest official revis:cns of historical GOP catimares.
2/ Swme manwgerment incluses public adminiswation, detonse, and eomepilenzy snclal security.
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Iable 3. Vietnaw: Cross Domestic Produst by Sector at Coastant frices, 10942080

ihe4 1935 19%4 PNET 1998 1593 2000
LYl Aralf O Suedt Officist Stafl
estimte  estimate eximaIe  selimete eqinte e

£ hilliant nf dang, 2t 1994 constans prices)

Agriculiuvs, forwctry, and Jishery 4R 968 NNy 33,597 55,595 £7.808 57,542 &4,80% 60,5351 1351 53,557
Agriciuinme 41,839 43558 4% A85% 47,913 49,429 - 33370 54512
Yorestry 2,268 2399 2484 PR L1 2,455 - 534 2337 -
Fighery 4,864 5162 5,477 2530 i, 4R 5,987 £304

industry 51,540 2E,520 £7018 18,472 81,764 81,420 85,047 E BENIE 95,525
Nining sad quarnying 9,174 10345 11,753 13,304 18,373 17,2406 7,979
Monufiuiuiy Wh24 IE 0 MIIS FET4S 27,694 45,708 . BF8 i)

Elrecirinky, gag, and water sugply R &1 1,384 3,956 4,572 5056 5,331 5,132
Cnnntoection 11,948 4,599 16,538 1RK55 18,761 15,238 24,444

Bervicss MG 5.49%F 2,040 SERY 104966 1ONS  100am 121259 113,384 (05,001
Whalsaale and retad) irnde AN 1RS 33,528 36,850 19,422 41,170 43,953 wdhil
Hotels and roXauranis 4,123 4,741 762K 7,945 | SeTii} %517 8513
Trnsport, s ocepe, aral comeunications 1154 .85} LR VL] 4578 5,834 19,141 10,352
Financial inteomsetinion 343D 1,540 4,388 4574 & Ral .32y 5,364
Seience and eesbaviugy 1,188 1,191 120 1313 £,392 taeY [yl
Rezl eatate aervicss ¥,13% 9,718 H:hery) 171 14,882 11,52 12,20
Stete marag=mant 1/ 5,454 1,061 7,558 1,860 K17 B 7.567
Eduvation ead trenmg £,496 6,965 7,526 PRV 614 §,309 G162
Health and sasisl worig A 3,000 3,228 1348 3568 5,707 3,048
(ither servizes 5,135 5,602 8,215 113 7,682 Fal9 B35 .

Gross Degpestle Prododd PIAE34 193847 713,833 231264 TH455F 250,357 236,289 249,527 271,583 263,128

(Rezl GDP, annwal proventage shaage)

Agriculture, lorestey, and fithery 34 48 4.4 4.4 3F 2.9 5. 3.2 4.0 4.9
Agriculius 34 43 4.6 3 36 C L 5% . 4.1 .
Feramry 3 15 19 0.t G4 31 an
Fishery ) 7.3 52 43 1o 43 1 )

Industry 134 136 145 Tr 8.3 7.9 k) 7 10.1 2.3
Mining and guarrying 20 33 pEE: 132 14.] f14 . a5 R
Menufensing 5.3 .3 13.6 12,8 pii] o . 132
Hiemricity, gus, sod wuter supply 2 L) 178 4.7 123 Ny 103 »
Conmuetion 4. 8 127 161 j 3N o i 2.6

Services 6 18 iR 7.1 5.1 .5 z.3 049 48 33
Wraolzsale and etall reade 2.6 e 2.7 &9 4 .4 . [ .
Heutely and restaursrts 7. 0 i} (i ] 23 4.5
Tmnspon, S10T2ge, nd SoMIMMR aliv:g 6.6 2.7 T4 ¥y 3.9 . A3 . bR
Tinancial ntcremcding o Fei] 14.2 [ 4.3 53 HEG 104
Raral eatute services s 6.6 (% 7.1 53 11 1 .
Sus rasmgement 17 1.8 &% R L3 A0 -3 (&
Education and waining 138 13 30 7] %] 23 40
Fienlth ond sncis work %1 %1 T 4.0 6.5 & i .- 5.4
Uther serwicot 11.8 4.4 M 14.4 .0 e R 41

Gruss Droruestic Fraduct 28 8.3 923 8.2 5.8 35 48 23 6.8 53

(S0P dafigtor, anaual pemensage chuye)

Agrisutiure, furestey, and Gehery 111 213 183 i Iz o 3.9 35 .
Agricniture 128 %7 inE .8 116 3.9 235
Furestry 2.0 i35 819 2.4 9.8 . 4.3 . e
Fishery 18D 4.6 0.9 27 9.4 5. ey

Tashsttey 12.1 124 1.4 HU) 7.6 n7 62 -
Mining and gquarrying 8.4 [ ¥ ] L7 143 pA . 247 4.3
Muruslaaucing 18,5 13.5 LN 1n 8.7 51 - ~FLb
Eleciriciiy, e, und watet supply ME 2389 18.1 P47 1.9 47 9.5
Canstrustion k.4 8.2 3 3% i - 1.2 . Bt

Services 213 17 54 .7 34 - 4.0 A
Wihidusale and retal trads 114 11.& +5 Bl 2.2 L 22 .
Hotels and restaszans (B R 13 8.1 in LR 23
Transpor, sorags, and communizationy 7.8 1£.1 6.} 5.8 %] 32 54
Tinarcind meermedintion IR 15y X [ 8.9 8.3 . 2s
Teat extate seivices 114 Fr] 27 .} 9.2 - .2 . 23 .
Stace management i/ 18.2 17.2 4.3 £.2 X! . 4.4 25
Eduszavion snd tiaining 17.2 3.0 o< 4 5.6 3.7 15
Tenith and sociel word 145 D 23 i3 £7 “ 43 43
Orha serises b 3 251 t3 g 53 14 Xy

Cruss Domestic Product P10 178 7 .G .8 87 1.2

Suurces: Gersral Sratistionl Tifne; and saff estimates

1 Stmte mamagervent bicludhes pubddic sininustration, delzse, snd compulsory social secerity.
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Table 4, Vietnam: Consamer Price Inflation, 1908.2001 1/ 5/
(Asmal average 2 {2-month peroretage changes, unless atherwise ndicated)

Fuud Nonfood
AL Erher tEmsumer
Overall index Gonds foed Saplss Jood puudy 3 Sutvivw
1995 Frzceroher 134 135 196 204 2 69 55
Avezge 174 17.8 20.5 332 ny (23 121
199¢ Drecamber 4.3 19 19 0.4 54 12 12
Average 53 53 ig &1 72 14 81
1597 Decarnber 3.6 28 19 <14 2.5 4.8 4
Average 32 22 v =34 25 ipn 1
1398 Dezembas 56 113 2.4 84 46 -
Average 73 87 15.1 (54 41 -
_.Focd Bualowd
Qhviepall index All Cnbeer Al Cinthes, Hanschaid Housing, Traespan, Other
(1995 = fond Staples feed nunfosd HIHATTN gy cmsuuction  cumaunicstions  Jtems
Welght fin percanty 100 1000 609 Wo 4 ey 361 45 26 29 12 17.4
1999 Janary 1225 a1 123 257 4.0 a0 a1 4.4 14 07 55
Fobrunry 1248 87 e 4.9 73 4.2 4.6 43 6.0 18 5
Murch 1249 &5 114 25.6 78 50 5.} 44 a2 4.3 €1
Asril 123.1 6.2 78 142 54 4.8 44 41 Q.0 4.4 53
My 122,86 48 4% 2.0 [ 4.3 18 18 0.0 42 51
June 1222 .3 <2 «2.1 52 43 4.5 .0 1.2 3B 51
July 1347 14 43 NS 58 4.4 48 4.0 21 145 59
Avpust 1212 8 1 ~10.3 53 38 13 3.9 15 13 4.5
Septemher 1205 12 0.6 -8 34 EXH 33 al 2.8 i3 34
October 119.2 1.2 -2l -18.7 1.6 2 29 34 2.3 La M)
Movember 1107 6.2 12 133 14 24 14 2.9 s L3 28
Devermber 1203 -2 «3.1 -2.3 0d 2.9 L9 Lé FEg L& 18
Avarage 121.8 4.1 43 13 3.4 3 N 19 1.3 2.8 4.7
2000 lescsary 1208 14 3.4 ~ili v1.8 18 1.7 21 7 03 13
Februay . I227 37 236 -12.7 <13 L3 0 L3 B8 £D.9 L9
March [ 1] 21 -4 2.4 )G i3 {4 1A 53 1503 1.4
Apgil 120.4 a2 3 -8 -8 Kl W4 13 45 7.1 1.1
May 7 -4 4.8 W9 a7 8] 04 £2 32 5 HE]
e 191 25 B4 34 AL LE 4.3 1.8 a8 Ld la
paly 1183 21 -5.3 L3 y 1 02 LE 46 i3 18
August 118.5 23 3R 18] 33 1.4 40 L5 45 1.5 22
Soptemier 1183 1.8 42 104 a7 19 6.t 2 43 13 14
Cctaber Ty a7 2.5 7 12 23 22 12 51 21 14
Movemher 1105 4.7 ~L8 92 (4] 24 0.9 2.2 31 23 18
Deconber 1198 Y 223 4.3 0.7 0 0.5 21 46 1y a1
Average 119.7 ) R RS 2.4 1.7 0.3 1.3 4§ 11 is
2001 Jarnary 1199 a7 .27 116 0.4 2.2 &9 22 o 23 213
Febromy 1204 ~1.% 4.1 S| w24 1.5 +13 0 6 1.3 18
March 115.5 -L3 w17 -12.6 AR it Q.2 1z 24 HE)] k]
Aptil 1185 12 a3 05 Y 20 a5 12 30 0.4 24
May T 0.8 26 64 07 Ly 51 28 23 L4 28
Jugi 148.7 .3 -6 B ) BN L7 L] jche] 24 0.6 )
Ity IR 03 A3 43 03 1.6 £y 2. Lo 42 7%
Augast 1189 nd b3 [+ 4.t LT 04 22 14 L. 10
Bepramber 116.5 e il L& 0.4 1.5 1.2 il 2 4 2
Cetgba 183 0.8 0.9 23 04 06 Ll 17 03 .19 2

Suurce: Geumal Statistical Diice; and stafd ostimarss.

i/ Begioning in Favacy 1998, the ORI index calenlaiod using a new mwetlodoicgy that incoperates diffarenr weights an and subh-irams ir the cormponenss,
 Boginping in uly 201, the weights on xad sul-enss in the companorss were changed. However, for the pupose of this talie, the Rrevious weights ar¢ malusaingd in commputing

iby uvezal] ik,

3 Begirning in 1905, all nonfood vsns,

46 Stafl estimades,
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Table 5, Vietnam: Gross Value of Agricultaral Production at Constant Prices, 19952006

1985 19498 1997 1998 1996 2000
Estimate

{in billions of dong, at constamt 1994 prices)

Total 79,812 83,467 80958 83,502 100,283 103,365
Food crops 54,034 56,814 59,942 62,257 66,322 68,937
Paddy and other cereals 2,110 44,654 44,593 49.060 52,738 54,938
Vegetables and beans 4984 5,088 5,441 5,682 5.947 5891
Fruits 5,578 5,688 6,132 6,091 6,193 6,638
Other 1,362 1,384 1,775 1,424 1,944 1,470
Industrial crops 12,149 12,306 14,551 15,042 16,524 17,923
Animal kusbandry 13,628 14,347 15,465 16,204 17,137 18,505

{In percent total production}

Food craps 677 817 66.6 64.6 66.1 65.3
Paddy and other cereals 52.8 212 51.8 525 526 52.1
Vegetables and heans 6.2 6.1 5.0 6.1 59 5.6
Fruits 1.0 6.8 6.8 6.5 6.2 %]
Other 1.7 1.6 2.0 1.5 14 1.4

Industrial crops 15.2 153 i62 16.1 148 17.0

Animal busbandry 17.1 171 17.2 173 173 17.6

(Anrual percentage change)

Tazal 6.6 5.2 7.1 3.9 7.3 5.1
Tood crops 5.0 5.1 55 30 8.5 3y
Paddy and other vereals 4.7 5.0 4.3 53 7.5 4.2
Vegetnbles und beuns 10.0 2] 8.9 4.4 4.7 0.9
Fruits 27 2.0 7.8 0.7 1.7 7.2
Other 6.1 ta 283 -19.8 14 1.8
Industrial crops 17.6 5.4 136 34 105 7.8
Animal husbandry 3.5 33 7.8 4.8 7.0 6.7

Soutce: General Sttisticsl Gffice,
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‘Tabie 6, Yiecnam! Produeton af Food Seaples, 19958-2000

19935 1895 19537 1938 195% il
Esbinate
{In thous=nds of wng)
Total productlon AT I8 39,618 31854 34354
By product

Rice padidy 24,564 26,397 217584 29,186 31,394 32,584
Spting ernp 10,737 13,240 13319 13,560 14,104 15,562
AU GG 4,501 6379 6,032 1,523 8,757 4,511
Winter rop gier 7,309 1,576 8053 513 £330

Cther gtuples (zice equivaient “wuis) 2,657 A2 1,054 2,708 2860 .

Oflser wlapies (Eoss ouizu} 3,334 50 5,745 4,914 5304 LAyES
Maize 117 1,337 1,651 1,512 1,752 1,930
Sweant paisin 1,486 1,697 1,691 §,526 £,735 1,658
CasEsve 1241 2,067 1,403 1,71 1807 2008
Pawlucs picd

By region
MNorh 12,576 FLR o 12615 12,093 13,179
Souaih 15995 18,281 1B,603 13,761 21,684
{Annual perceniage thangs)
Trital progusiien 31 (%3] 4.% 40 1.3
Kics paddy 6.1 51 4.3 X 7.7 3

Spring eTop 2 137 49 1.9 4.0 0

Anhumn cop 155 EX ] B R 1 123 164 -1.7

Winter crnp 435 54 37 54 538 -1

Othar seaples {Hce equivalznt units) 224 -3¢} 4.7 BV A 54
Maijze p8 3035 74 24 87 102
Sweet paiato EAS.] Q.7 4.4 -8 144 -5.0
Cassava 6.2 4.5 162 262 i2 1y
Pntatacs B2

§in thousands nf' hostarss)

Totai area culdvated FRZE E217 %,330 B38% 474

By prodoe:

Rioe paddy 6,156 7,004 7,100 T8 1654 7,655
Spring avp 242 2,541 2,683 2,783 2800 3,052
Autuna srop 1,142 1,984 1,885 2141 2,341 - 1,393
‘Winter crep 2,507 24TR 2,532 439 2,42 2356

Other aeaples 1,207 1,213 1,450 1,224 1,230
Maize 557 613 563 650 92 718
Sweet pulsiv hii b ulex) 267 254 ] 28
Laanre 27§ 18 234 136 prk] 135
Ceiber [ 20 4z B4 33

By reglon.

Norh 3,13 3504 3385 3345 1372

South 4,640 4913 4,963 5241 3495

Yield {In rateic fors per aeclare)

By product

Rise paddy 7 18 an 45 41 43
Spring crop &4 4.8 30 4.9 4.5 32
Aty oo a7 15 33 i5 37 1.8
Winter mnp 1.0 % 30 33 35 15
Maizo z1 23 25 2.5 15 27
Swonl puidio b %3 56 [ 6.3 64 64
Cussava 50 7% 93 b 50 5.7

By regiea

Konh 12 i3 30 3.6 39

South 3.7 37 37 3.8 38

Fav copita prodaction

Total sispies (in melnit 08 par eapitn) 0382 0308 041z 0422 GA47

Riee 0.347 361 0370 U386 41 Q4iy

Cther stapley s $539 &2 et no37
{in percent of tatal stasias predaction) 2.5 a7 jUN | 3.5 K

Totsl staples (1994 = 150} 1035 108 1i14 114.1 1205
Rise 1044 1084 1113 1153 1334 1201
Ciher sinple: %6.0 23 114 g5 w0

Totui ylaples (snnust puceniage change) 35 43 3.2 2.5 548 ~
Riee 44 11 2.7 4.3 -8 2
Tithee staplcy 4.0 63 50 -13.8 4.0

Souwrces: hManastry of Agroulture and Freestry and Geneml Staneisal Offles: and siafT asimarss.
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Table 7. Victnum: Indusiriol Crop Production and Livestock, 1995-1088

1685 1956 1997 1998 1999 2000
Estimate
{in thoesands of meiri tans)
Preduction of snrual crops
Coatton 128 1.2 4.1 220 2.2 19.1
Jute 148 150 23 4.6 9.4 e
Rush 15,8 558 B9.5 49,9 TEA 478
Sugarcans 18,714 11,372 11,88 £3,844 17,760 15,2386
Peaguts 3244 A5T7T 3500 36,0 bt 33
Soybeans 3iss 1138 1130 146.7 1412 141.%
Tobucey et 235 212 333 15.6 312
Production of porenpivl crapy
Tea 4.2 45.8 52.2 56.8 0.3 76.5
Coffee 2180 320.14 420.3 4083 S0%.8 §98.2
Rubber 1247 1425 1845 193.5 2287 2818
Cocoaut 11653 13178 13174 13086 1104.2 268.0
Papper 9.3 105 138 153 310 379
{Annazi pereentage chaoge)
Catton 4%l -12.8 AR 36.0 0% -148
Tute 156 14 43 135 356 7.6
Rush Y4 272 43 -13.5 37 203
Sugarcans 41.9 6.7 4.3 161 8.3 ~142
Peanuts 136 7.0 D2 9.9 DX FUAS
Soybeauy 0.8 9.1 04 08 . 0.3 -1.6
Toboaoco 8 «{52 125 e ] ~23.6
“Tea -3 {6a 10.4 X3 4.2 8.3
Coffee il1 46.8 LG 2T 240 37.0
Rubber 4.2 14.3 e kX2 8.5 i7ia
{Tn thougands of hectarash
Ares cultivazed of annual crops 08 GG, 68i.1 784.8 7898 6T
Cation 17.5 13.0 15.2 2.8 242 iB.9
Tute 7.3 R+ 1.6 57 4.1 3.7
Rush 105 9.3 % 2.8 1.5 &6
Sugerceng 24,8 2375 2870 L AR Jigd2 e
Paanuis 594 627 545 9.4 WiE 2439
Suybeats 1214 1104 1064 1294 139,43 1203
Tobacco 207 .9 25.3 324 32,5 .4
Ares enitivated of perenadul sropy T4 8102 936.4 9014 10512 T3
Taa 64,7 4.7 78.6 ir4 84,8 B9 3
Coifer \BE.4 2540 3au.4 s 4840 187
Rubber 2184 03,0 3475 3820 94y 4569
Coeutud i72.9 173.5 149.% 1634 103.5 163.2
Pepper 0 7.5 93 12.8 174 245
{In outpat per heetare, in metrs tons)
Cotich .7 a7 by [15%) 1.0 (K1}
Tule 2.0 19 I3 22 2.3 (B4
Rush 7.3 &0 73 7.1 6.7 T
Sugarcans 47,6 48,0 46.4 4B.3 518 0.3
Peanut 13 14 14 HE 13 i2
Soybsans 1.0 1.8 Ll L3 1.1 b2
Tobarce Lo 14 LG £ I A
Tes 0.6 0.6 a7 0.7 0.8 0.9
(Coffes 1.2 L3 Lz 11 2 1.4
Rubber 6.4 [+X3 0.5 0.5 6.6 7
{in wdbous ol heads)
Livestuk
By frals 30 36 15 10 3.0 23
Caritle 3.6 LE A% 49 4.1 4.1
£igs (over two marshs old) 16.3 6y 17.6 £8.1 18.9 20,2
Puslry 1421 1514 jed.s 166.4 1793 196.¢

Sourses; Ministry of Agrivniure and Fucestiy and (reneral Statistical Office.
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§995 1446 1997 1998 1999 2000
Estiinate
{n teillions of dong, at constant 1994 prices)

Minitig I3 160 183 FAS 4.4 6.4
Cenl L7 1.9 2.2 2.1 18 22
Qi aud gas 1.4 12.5 142 169 20.6 219
Motal nres 0.2 G.3 62 0.z 02 .2
Siwnz wd olher niniAg 12 13 17 1y ] 21

Manafactaring 832 94.9 1077 1207 133.4 1¥%7.3
Paod anil beverages 27.0 3049 34.0 85 177 w4
Cigarettes and tobacco 4.0 42 4.4 4.5 4.3 56
Textiles and gromnents ot 5.8 lie 133 136 154

Tonile 62 64 73 B4 24 G4
Giarments 2y 14 43 47 5.2 6.0
[eshar tunning and processing 38 45 A6 7.1 “ 30
Woad and paper products 52 53 57 63 6.7 78
Wood p:udm 3.3 3.2 3.1 3.0 332 37
Paper 1.9 2.3 2.8 12 1.3 44
Printing. copying. publishing 1.3 L3 Lo Ly 240 2,
Chemical znd paraiesum products $A 6.5 7.3 B2 o8 12.0
Coke snd petrolewm N3 0.2 0.1 0.1 o1 0.1
Chomdcals 5.1 &) 7.2 81 9.7 LLG
Rubber and piasncs i. 28 15 4.4 4 4.8
Monmemailic products 21 HES) 2.2 13.7 14.8 174
Maral proviusts 57 70 & 8.3 0.0 115
Mewmilic products 14 4.1 4.0 4.4 ia 5.8
Products made of metal 13 9 EE] 4.2 5.0 g1
Maehinery and equipment 14 18 H 21 40 7.7
Computer 4 office equipment 6.0 0.0 2.0 [Hied 17 5.1
Other machinery and equipmant 1.4 Ls 1) 15 13 28
Zletric und slestronic prodikis 14 47 51 62 73 87
Radio, TV, 1e)ecom. squipmens N1 3.1 3.3 35 40 46
Madisal [nerumants G2 a3 4.2 0.4 .4 [
Diher elecuic and electronic produsts Lt 13 HIA 23 9 37
Vehicles and ITANFHOT CqUIRTIER 14 3.4 34 5.1 5.3 52
Assenbling and repairing of motor vehicles L5 1.4 L6 7 18 2.4
Transport equipment L 20 1.3 34 4.5 7.1
Furpine and ather 2.0 23 EX 30 15 413
Fusriture 19 32 2.8 W8 i 43
Other 0.1 0.1 4.2 032 ot 1

Elootrielty, gas, and water 6.2 73 B4 3.4 1.5 16
Elsctisity and gas 34 65 2.6 8.5 5.5 106
Water supply 03 0.8 8 0.9 1.0 1.9

Tatal 124 1181 1344 1512 1587 1453
{Ammuin] pereentage change}

Mining 13.5 i1 14.4 153 16.4 13
Gt und s 132 157 136 1.0 219 63

Manutaciuring 139 4.0 133 12l 10,7 177
Food and beverages 12,8 IS ne 7.4 3 4.5
Texules and gaments 464 kel ind 3.9 3.3 132
Metat pIDduCtS f 218 1.5 9.9 0.5 19.6
Eleewic and eleamanic products 132 85 216 119 192
Vehivles and BaSport eguipmit . 0.4 b4 52.1 3.5 480

Electricity, gas, and water 185 18.7 158 110 117 135

Total 4.5 143 £33 1.5 11.6 157

Sowre: Gensral Statistical Office

1 Due o reelassidicolion of induserial acdvities, previousty published industrial secior data ase net tomparabie with: the data ix this table.
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1965 19946 1957 1998 1994 2000
Estimate
(In hillions of dong, at corstant 1954 priccs)
Tote] inclosieial productian 103,375 118,057 134,420 151,224 168,745 195,321
State sector 51,991 58166 54,474 69,463 93,208 22,101
Centzal 33,520 38,411 42,215 45,677 48,395 53,875
Local 18,071 19,755 12,259 23,736 24,813 28,526
Nonstate sector 25,451 28,368 31,068 33,403 37027 43 80y
Cuouperatives 650 684 751 859 1,078
Privaty 2,217 1,792 3,234 3,383 3,718
Household 18,101 18877 19,704 20,827 21,481
Mixed 4,333 ERYN 7,385 8334 10,250
Fuseign invested sector 45,933 31,562 IRRTH 48,358 58,514 69.411
of whieh: of and gax 10,811 12,467 14,207 16,479 10,532 21,87
{excluding oil and pas) 15,121 15,095 24,671 31,520 37,982 7,535
(In pereerr: of Tatal industrial rocluciion
State sector 50.3 493 480 459 434 420
Cemtai 3.8 325 114 0.2 8.7 274
Local 17.5 16.7 16.6 157 147 146
Nonstate secior 24.6 848 23.1 221 AR 22.4
Cooperstives 0.0 0.6 0.6 0.8 0.6
Brivate 2.2 24 14 2.2 2. "
Housebo 17.6 16.1 147 138 3.0 ..
Mixed 42 ie 5.5 5.5 6.1
Foreign imvested sector 251 267 Y 320 347 3353
{excinding oil and gas) 188 152 18.4 0.4 205 243
{#nmnal pereentuge change)
Total industriz] prodaction 14.5 2 i3.8 12.5 i1.é 157
Stale seator O 1% 128 17 54 121
Centrel t4.D 13.2 b9 82 6.C 167
Local 2.6 2.3 127 .9 43 15.0
Nonstate sector 2/ 18.5 1LS 9.5 1.5 0.8 183
‘.mj"!ﬂ‘:ﬁ&\ms 32 9.8 144 253
Privam 216 15.3 4.9 2.9
HQ\E&Q&DH 4.3 3.8 5.7 5.4
Mixed 383 4.9 12.8 234
Porcign invested seoi0r 217 3.2 4.4 210 18.6
{expiuding oil and g=s) 26.3 9.2 178 0.5 252

Sournes: Ceneral Swistical Cffice; and st eslUTALes.

1/ Dus to Teciassification of indus

tri activities, previously published industrial sector data ave not comparzbie with the thatz ¥ this table.
2 Girowth rute for 1995 covers both namstute and foreipn investcd Scotors.
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1995 1944 1997 1998 19ee 200
Bslonate
(n thousends of persons, wnisss otherwise indicated)
Tatal populstion 2/ 11,3%6 13,187 74,307 75,456 16,597 77656
{2uuusl peerentage chaoge) 17 14 1.6 %3 1.3 1A
Uiban 3 14,538 t5420 16,814 17,455 18,082 £8,620
{anousl poreentage chonge) 1.6 kY] 8z a7 s Al
Ruzat v 51,657 §7.737 37,472 57952 5§.515 59,666
{snaus] prroensge chenge) i.2 L2 0.3 6.9 L9 2.9
Taial employment 34,500 35,792 16,994 7.877 35,731 36,204
{Inemployment Taie 4/ 58 59 5.0 65 6.7 £.4
{kn pereent of lulsl pupulsiug)

Lirkan 3/ 20.7 N} T 233 L X2 4.0

Fasal 3/ ™3 789 7.3 763 T4 760

Female 511 510 20.9 50.8 50.8 50.8

Male 48,9 490 £9.1 482 482 49.2

Age wder 33 " s 30.%

Age 15-59 60.5 &0.9

Age 60 and over al 9.0

Tutal wpployient 4R.0 489 49.2 502 473 46,4

tin thousands of perso:s)

“Totl emplovment 14,590 34,792 36,94 31,897 35,731 36,208
onsegte seoked 3537 J2.054 33,727 34,454 32,264 32,7131
Stabe sectar 5/ 1,083 3,118 3,267 3,343 3,432 3414

Grrvarmmesnt 1,258 {,2%%
Cantrad paa] 204
Locad 57 L.G77
Siale enterpriines 1,705 1,860
Central .o 1,084
Local T 776
{In peroent of 10tsl erployment)

Nomslale e Gt.2 9.2 1.2 911 204 90,6

Stane gecinn BY L3 B3 89 Q.6 na
Govarmenest 3.5 X4 we

Cantral 0.8 a4h
Locsl 4 330
State enlerprives 52 52
Ceural 29 i 1
Local 2.3 2.2
fAnnunl paventage chuaogy)

Total employment 2.7 5 4 4 13
Nongtate secior .6 33 13 2.3 1.5
State sector 43 2.8 4] 36 1.5 0.6

Goverament 63 .6
mentral L& -21.0
Local 8.3 10
State cnlerpiisss 2.5 16
Centeal 1.4 E3
Loeal 4 -1.A "

Sources: General SEtistizl Oillce [0S0) and Mininry of Lahour, Tavalids, and Socklt Affaics (MOLISA}Y; and staff estimales.

1/ Heginaing in 1995, employment das ore as veported in the St of Zubowr « Employment in Fremam (MOTI%A). Provicusly, et reported in the

varipus Stadiou! Yearbooss (G50

2 Anoual officiad srimates adjumcd an the bualy ol the 1989 and FU5 canaus.
37 Armed Lortes and some ather spaciz] proups arc exetuged o wrbaawiuci calegories,

4/ For Iabor furce in ucban avzs conprising malks 35 o 50 years nld and Fermnales 15-35 years oid

< Aa repered by GSO.
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Tahie 11. Vietnam: Totat and Nonstate Employment by Seceor, 19952000 it

159 0GR 1997 1998 1699 1000
Ewmimate

1. Stuty kid unsiale enployment {in tiousnnds of pewss}

Totsk employsent 34,550 38,79 14,994 37,877 1378 6,204
Agcuiture, Raneries, ad oreery 24182 24,7758 25,443 WO 2,726 43,670
Tndustry wid comstruction 4,592 4,618 4,533 &A% 2,858 4724

Indusity 2/ kALY 3,643 3,456 3,656

Construction 894 R 977 930 " -
Trace, wanputt, svd ZoTETARIE AL O NS 2,484 1,724 3.1%0 -

Trade 1, BRH L,155 2672

Tyt and COTUDKATIONT 353 75 50 . - —
Educerion, heaith, seisme, and wis AR5 1,422 1,432 -
Other 2/ 2,050 2,232 1256 .

{Antual perssags change)

Tota! erployment 7 s P a4 3.3
Agriculuure, fisheies, and farssry 2.0 .7 Pl PA .
Trdustwy and constrietig 5.3 R o1 1 . 5.6
Trads, ranepor, sod conwauaications 19 11.5 1.7 o .
s, ducerion, pealth, Reience, aad aclk 17 EA 0.7 . -
Other I/ 458 29 28 - -

{In percem of todal empiayrnent

Agricwitare, fahecies, and foresiry 3.7 692 58.8 (A2 N H]

indusry and corgtriotion ba2 124 s 122 12.5 1.1

Trade, wssupus, and communications k8 5 wb . .

Bdusation, hetim, ssivncs, amd wis adi 49 38 - -

Oxher 3 34 H.Z 62 e

Un thouseada of dong ot 1934 prices)

Torg] outpat per wotksr 5,454 3574 5,251 B,A5% f AN 7,678
Agricuituee, fahoriey, nnd farssty 2,128 2,163 1,197 3,220 2,531 1656
Tntlusry and cossmuction J2.777 14,475 18,492 TAY? 18,206 18,56)
Trnde, transpont, asd commamications 16513 36,570 15,234
Olhs 12,863 8 13,792 -

{Annual paentage shange}

Tus) autput per warker 6.6 57 4.5 339 57
Agriculaae, fisherlen, and foresicy 4.5 HE 3.8 £.8 " &1
Jaghuars a conETAnian 1.5 133 iz2s LR 1.4
Teude, KT, wid RBLiGHE +.9 i) 8.1 .

2. Nupsiste moployment &/ {In thousands ui pousuast

Tatul ponsints eapioymet 11,537 57,654 33,727 14494 53,298 32991
Apricuhere, faberies, wnd foreilty 3,340 24,527 25,180 LR v ig .
Esdustiy snd coastruction 558 3,547 1487 3426

Tndusery 27 2,435 % 143 2,544 7,814
{angetinn £39 681 £38 612
Trade, trarapatl, 3ad comesnizntions 2,237 2,317 78R
Trade 1,689 195 2457 .
Transpart and SOMELTICALINY IR bE 323 .
Bduzation, fezith, soience, and aris £5% a6 418 .
Cther 3/ 1,656 1% 1,850 .
(Ansusl poreestegs shange}

“Tutel nunstate empliyent P2 s p 23 - 1.5
Agricahure, fsbiries, sng forzsry 8.0 239 17 .3 s
Industey wnd consteustion 5.1 0.4 1.2 1.7
Trade, transport, a1d Dommimications 33 (Y23 9.4 .
Education, keoltt, svieg, wil st -10.3 Q4 14
Cther If ELE 2.8 0 -

I pesoent of tatal nonstare zmpl st

Agrizaliure, fdheries, ard fozesny 5.6 753 147 ARG

Tiyeluistry and construgtion i 16.9 8.2 L&

Trede, trimun, and communizatinns £.3 Tk 8.3 -

Fusorion, health, sicquz, and o 14 Lé 33 :

Uther I/ 83 is 3.3 -

soutses; Cenerel Statimiza] (2flog, Contral Jnatituse for Leonomic Managemen’, and Miniscy of Labour, Invalids and Savisl Atfais (IMOLISA); and stafl
et

1§ Beginaing in 1995, ompleyment daty we as veported in the Searus af Todour - Bmploymens in Yivtnum {MOLIZA).
2 Inelades miniag and gumiving and dleomicity, g, a4 waser supply.

3 Inziudes unclassificd warker,

& Empioyment uawide eeseal and kot gierimant and stetzownzd g ises.
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rsule 13, Viemam: Employment in the State Seetor, 19952000

1985 1998 1997 1978 199 2008
Euinale
{In thousands of persans}

Tatal employment 3,083 3,133 3,257 3,383 3432 344
Apciculfwe and foresty 73 MR 57 243 222 224
Industry sod conEtowction 1,081 1,682 1,144 L2 £,242 1,218

Indusry 154 87 07 842 Res A5
Construstion 57 294 158 368 371 0
“Prade, irnspert, aad cormunications ¥ 417 o7 400 EEi g7
Trudls 198 208 205 201 187 176
Tranapart ead commutsadon: 195 210 157 199 27} 211
Education, healsh, scienze, and ars 833 973 1,016 1,070 1o 1,110
Education 71 741 771 818 849 856
Seienct 27 2 31 » 13 35
Culiue, &M, And st 12 32 3 35 35 29
Pubbc heslth 183 16R 173 120 183 190
Other 294 418 447 460 488 458

|1n percent of total state secior snployimens)

Agricukure wind furesly @3 T8 kL 13 64 6.6

Indvsiry and cprstrugtion 344 3435 35 35.8 B2 363

Trade, transpoart. and communicorinns 12.% 13.3 12.3 118 R 113

Education, health, sciense, and ants : 33 310 31l 0.6 32.0 LS

Othar 1.9 3.3 13.7 136 149 134
Ansual percentape change)

Totst emmiployrsent £3 p&°} 4.1 3.6 p) X
Agrizultuce apd fareszy a -1z 1.6 5.4 4.4 0.9
Ludusiry and congtruction 6.0 23 59 3.6 2.6 0.6
Trade, wanspun, and svsmuateatons 1.0 A8 BE. 0.5 2.5 S8
Education, heakh, science, and ants 4.7 é3 42 24 23 09
Cther 72 o2 68 1.0 4.4 Y

{fn thousande of doag par month}

Aversge zominal wage I/ 478 543 542 £37 718 136
Tndustry 7 R B4t 398 47 97
Coastrusticn 49% 573 738 ¥U7 T34 T
Agricultuce 365 422 430 9l4 364 355
Truespoctetion ETY 1,01% 1,132 1,304 1,258 {344
Trase 490 L1.v2 6RE 742 768 T35
Education E3 [ 329 &05 451 501 ) 512
Seinne 361 ] 353 Ga73 585 ]3]
Culure, acls, aud spoits %47 400 453 Sad 52U 528
Publiz health 327 363 449 130 30% 520
Siate managemenl 357 1BO 438 445 438 841
Finencial mtermediation 807 Ydy

Averwge resl wage growth 2/ 4.3 T3 14,3 1.2 0.5 27
Industry il.8 -11.1 186 A4 1.3 a1
Construction L9 8.5 25.0 18 55 L3
Agriculture 9 3.7 1.2 w31 3R Ui
Tpausporiatoa 352 9.6 7.4 T4 73 22
Trade 26 123 14.8 0.6 0.6 4.5
Erducation -10.2 . 194 13 6.7 4.0
Seiense -y 3 54 132 165 (]
Culturs, arts, and sposts -4.3 9.4 9,7 1t .3 29
Publc health 7.0 3.8 i7.4 1.4 HRd 4.4
St management 7.3 0.7 iLo ~3.8 -2 0.2
Financizi bwermediction &9 e B -

Cansumer price inflion 174 57 12 71 el L3

Souress: Gereral Stanistival 0fTce (G0} and stefl esomstes.

1/ Cash income, including poyrmesis in kind, buans pavinents, and soriel security contributions,
2 Nominal wage gowth defbned hy consumer price Rl
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Table 13. Yietnrm: Summary of General Government Budgetary Operations, 19952001 1/

001
1545 1596 a7 1958 1559 paieil Budget I/
{In millions of dong)
Revenue and grants 334 ala 5.4 3.0 8.5 w2 453
Reverus h1E3 ANE 628 0.8 %1 RRR fid 5
"Fux tevenne Lodi] 30.3 48,7 557 60,3 £4.1 659
NenLor revemic LLE 1.4 131 122 158 4.7 8.5
Gomts 5.8 ] 2.4 21 i in 19
Total wxpeoditure {ndading cnlending} 550 g£3 TIE TRL ErR] Hiz N 1161
{sxcluding unisnding] 3.6 €2.9 kN T4 8i.8 493 D57
Curent expenhitars £33 473 543 R 351 857 s
Cutront ron-intaoest saprodifisy 398 w4 g 4G4 509 bk ] 86 6L
Ingarest peyments (i) 28 27 19 21 23 3t 43
(schedaled) 4.1 4l 39 11 3 il 43
Capital expenditure and colending 12.6 171 264 bR NR 440 433
afwhieh: aglepdting G5 14 5.2 34 8 04 04
Cortigency 0.4 ug 0.0 a6 G Gy 24
Cagital pirsts uf structured rform 3i 0.5 0.0 0.9 24 0.0 04 0.0
Ovarsli flscul bataace fexcivding onlending and capical costs of wmform) -1.2 4.5 1A A3 -3.3 K ¥ 494
Orvaral] Satal balancefinchuding smicpding) 17 -8 -12.3 -5.38 b0 19,1 M8
Angmentad balsnce (insluding onlspdiag and capital costs of refusms) -L7 Ly ftL3 832 04 191 29,8
Financlag 17 L9 123 22 1.4 191 .8
Tomestic {nst) 2.7 4.8 52 %] L5 44 14,3
Basking system 4/ 01 43 0.0 0R 8.4 34 i
Monhanlks §¢ 248 X 32 [, 1.8 7.3 ven
Forelgn (net) L0 14 8 74 119 146 155
Disharrezuenis 24 38 o2 0.2 14.8 17.0 1A4)
Amartization peid () 14 23 %1 PR 340 24 13
fin parvent of GDEY
Revesue and granm pEN] 25 0.8 303 158 il 15y
Revenae T 24 10 19.6 192 7 154
fap— 175 15 158 154 15.2 s 144
Nomtax reveme 5, 35 47 43 4.0 57 4.4
Crants 67 04 0% 04 n.6 YS 04
Totat expenditure {inchiding onlending) 4.1 2316 4.8 219 24 258 T4
{eactading antending) .8 23,1 224 204 0.5 3.1 231
Curratil expertimre 1.6 Lia 163 Bl 139 §5.3 5.4
Cusme) BGh- IRIErEEL SRpesditurs 17.3 164 FE W) 4.1 113 14.6 14.5
Ierest pucewts (paid) 13 Lo 06 26 o4 or a5
Capital expanditnes and anlending 5.5 G 34 72 -85 161 3
Cantingenoy 6.0 ng 6.0 0.0 . 0d i ns
Crverall fiscal halance fexriuding ontanding 0.5 0.2 =17 £.1 0.8 w24 )
Orveral] Bscal bulsoca(inciuding anieading} £.8 3.7 By -5 28 44 8.5
Finanzing 0.3 03 38 L5 2.6 44 8.5
Domagtic (st} 12 (134 1.7 .2 04 1.4 Wi
Bruking systea 41 00 2.1 a4 42 -4 05 -
Narkanks 3/ .l 03 L7 0.3 )8 15
Furaign (nel) A4 18] 23 21 14 14 3¢
{Fn tritlions of dong, unless otharwise indicated)
Mesnoreyham iterns:
Hxpanditares managed al wits & - 4.4 16 LR 5] T4
(in parcset of CTF) LS L0 12 12 16
Wags andt salary bill 14.5 162 189 195 pr k-4 34 332
i panet of GDP) £3 X 4.0 54 58 6.8 7
Tote! sncial sependimre (i peeceac o (DF) ¥ 5 53 R
Srmrees: Minisory o7 Pinance; snd saff ostummes and poojeclivis.
1/ Cash basis.
37 Excbuiss catrant and capical cests uf backing wnd state-ownad exlerprise refamn
3/ Inviudes copital nosts of bank restructuring estimated at 0 2.4 milien {07 percem of GDPY in 1998,
4/ The differencs: berseen bazle finnnaing end ner olaims on pevemment in the sunetay urvey for 1998 iy due to bank recapitalization wpeeations,

5/ Domestic nenbark financing is derived a5 8 pesiduad axd lckodes statistical disezepancy.
6 Seli-finanoey expradidure e laker, Ly administrative nnie of the cenmsl and local govemimmts. whish wo easiudod o e wave Ldget s audutivn.

2, Staff estimate b i {i) cusrena social expendivare in the budyes on eluvaiiuz wid Geisiy, Leaith, and family pirning; {il) safery zer coew af sma-ownsd eterprine refonm;
(3} targeted copital spanding programs in poverty rduction 4 cployacnt, ¢lean water and public hosith, Tamily plenning, sducatien pad woining, wn eioresmion; and (iv) otber

cagical expendinge o educstiug amd (huzg A

4 healdy, and oR povory-riiasd projects in the ageinury, Tonspartuian, and electriviy sl water sexlues. Extludes social secunty,
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Tabie 14, Yisinam: Government Revenues, 1995-2001

1995 1998 1597 1998 1999 2000 2001
Budgst

{in ritlions of doeg)

Teotal revertie and grants 53.4 62,4 65.4 730 i85 90,7 $6.3
Tur eV 40.0 503 425 357 403 4.1 650
Corporate incotne tax L 7.4 N1 116 i1 145 158 0.8
Individual incomse TAX 4.5 1.4 1.5 1.8 1.8 1.8 13
Capital user charge 13 15 1.5 1.7 13 14 1.5
Land and housing tax 03 N4 03 1.3 4.3 4 03
T.isemoe tux 0.2 0.3 G4 43 4 4 G4
Tax an e transfor of propeas 1.1 1.0 10 10 0.8 29
“rax on land use night 43 0.3 0.4 0.3 02 %3
Value added tax (VAT 2/ 18 11.1 fLE 1: 8 72 17.1 1740
Excises 28 4.5 1.6 50 4.5 5.3 53
Sluughier tax M 0.1 0.1 {d [¢Z21] o 1.0 n.o
Agrioninial ux L6 19 1.7 20 8 18 1.5
Teaport snd expoTt raxes 133 15.8 13.2 149 144 13.5 15.0
{Othe taxes on trade ne 12 0.0 i3 14 a1 0.2
O taxes 4.9 1.3 1.4 14 12 1.4 0.1
Nonax ravenue 1B 10.8 3.1 152 133 247 18.5
Fooyand ekarges 3.3 38 41 36 5.1 4.6
Rental of land L4 0.5 0.5 .6 0.5 U4
Incomne from natuval rescurces 24 3.1 34 33 X 6.7 6.1
Net profit atter wx 21 2.4 31 15 [ %] 52
Copital revenues 0.3 08 1.8 03 0.8 0.4
Other 1.8 21 473 3.4 28 17
Grants 16 1.3 2.6 2.4 24 16 19
{iz narcent of GDP)

Totai revenae aud grants 233 pri 20.8 202 198 2Ll 18.%
Fax revenus 115 183 158 154 15.2 HA 144
Corparaie incomme tns 1/ 33 37 ) 16 17 45 4%
Individual incorne mx 42 15 3.5 0.5 Py g4 04
Cagital usey charge 0.8 .G 0.5 0.5 ¢4 0.3 03
Laud and hovsing tax ol gl 0.1 .3 ¢l [+B] 2.1
T.icenes tax a1 .1 2.1 0.1 1 8.1 0.1
Tax o the transfer of prapariies ) 0.3 n.a nl 02 0.2
Tax on land vsc dght 0.} 0.3 0.1 0.0 0.0
VAT 2 14 4.1 3.8 33 4.3 4.0 18
Fxcises 1.1 1.7 13 15 Li 12 12
Slaupiler Wx 0.0 a.0 00 4.0 0.0 0.0 ¢l
Agricnitura] tax 6.7 §.7 O a3 9.5 1.4 03
Irmpors and oxport taxes 5% 56 4.3 &1 14 3l 13
Othe taxes on trads 0.0 04 0o 04 02 00 0.0
(Other taxes 21 5 6.4 0.4 0.3 0.3 G0
Neomax revesie 5.1 3.9 42 23 4.0 57 4.0
Fees and charges 1.2 11 0.4 12 14
Reusral of land [+ ] 6.2 g1 0.} 0.1
Ineorne from natorad resources 1.0 Y [ 8} 08 1.1 [%4) 1.3
Nat profit after ax . Ly b 4.7 20 £l
Capital revenuss - 0.3 02 .2 a2 .1
Othyer 0.7 1.2 {15 0.3 G4
Ciraats 07 i 0.8 0.5 04 0.4 0.2

Sources: Ministry of Finanee, Budger Depurincal; vin sl ssrates.

1/ Profii wx prior tw 1999,
2! Trmover tx prior tu 1995,
3/ Abolizhed in 3998,
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Table 15, Vietnam: Government Expenditures, 1995-2001

1995 1E 1997 1903 1995 2000 2004
Buslget I/
{In &xillions of dong)
Total expendinurs (cash hasis) 531 4.2 718 758 EERS ne7 16,1
Total eurrens expenditure {cash hasisy 425 47.3 33 Ly 53 857 4
Geparal adminismative 5ervices 57 G4 7.1 7 6.8 5.3 £.1
Eoonomue Services 4.0 &2 .5 4.8 4.3 34 53
Social services 182 0.3 px i) 4.4 258 122 "t
Edugation 47 3.5 7.2 7.7 .G 107 10,8
Healin 4 28 i 31 NS 37 37
Social subsidics 74 8.2 9.2 8.7 9.0 L 185
Orher 38 38 4.2 540 5 6.5 6.8
(nther nonimierest eapendiloe 27 5.7 17 4.1 148 17 18,7 125
Interas payments {paid) 18 27 1.9 2.1 ! 3.l 43
Foreign 1é 12 09 0.9 ver .-
Paid 14 i2 09 [\ N

Arrenrs 1.2 14 28 0.0

Damestic 1.8 15 1.d 2
Capital expenditure anct onlending 1.6 171 264 159 KER:S LEXT 435
Capital expendinue 12 1.6 15.5 203 267 36 103
Onlending 0.5 L4 68 5.4 7.1 10.4 10.4
Cuntingeay 0.0 GU .9 0.0 2.0 0.0 24

{in percent of GDP)
Tolal expanditure {cash basis} 241 236 4.8 213 2.4 255 254
Towl virret expenditwe (cagh basis) 8.6 7.4 163 147 13.9 153 i5.4
CGeneral adminisiative saOVices 25 21 i3 Le 1.7 1.5 1.3
ECOnamie sarvices 17 1.3 14 L3 12 o 1.3
Social sarvices 30 7.5 1.5 6.8 6.4 7.8 a9
Edveatinn 2.1 243 23 i 240 3 2,

Health 1.e 1B ] 0.8 03 A 154
Soejal subsicies 32 3.0 2.9 2.4 23 6 2.3
Other : 1.6 14 14 1.4 14 15 14
Other roninterest expendinge 2/ 51 5.0 43 b 13 43 19
itaerest paymesns (paid) [3 19 0.6 0.6 0.6 a7 g
Foreiga 04 04 0.3 0.2 .

Pomestic 7 0.6 0.2 03
Capital expenditure znd oplending 55 %] 84 72 8.5 102 A
Capital eapeaslitae 53 3 [ 5.7 5.7 1.3 7.2
Unilending 0.2 {5 i3 1.5 1.5 14 13
Contingency 0.0 0.0 0.0 a0 0.0 00 [

Sources: Ministry of Finance, Buriget Departinizil: and st essimates.

1 Excludes cumrent and cagital costs of smwe-owned emarprise and banking sector reforms.
3 Inchudes dafense expendinwes.
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Table 16. Vietnam: Treasury Bill and Bond Issues, 1996-2001 I/
(In billions of dong, unless otherwise indicated)

Treasury Bills (one-vear) Treasury Bonds {fwo-venry 3/ Treasury Bonds {five-vear) 2/
Auction date Armnount Average End-month Amouni  Average End-month Amount End-month
sold yicld  outstandingstock  sold vielhd  outstanding stock sold outstanding stock
1996 December 1] 824 92 120 1,260
1997 Decewber 3 9.0 2918 132 120 4 836
1998 Decarnber 369 11.6 372l 2 1.6 6,418
1999 Japuary 66 1L.5 3,787 U 6,418
Februsry &9 11.5 3,331 587 13.0 f,683
March 255 L3 4053 1,366 130 7,483
April 278 10.2 4,147 874 134 7,909
May 2014 9.9 1,976 341 130 3,037 £,507 1,307
June 380 4.6 3,980 1] 7,858 1,958 3,465
July 124 8.4 3,775 ] 747G 1,031 4,495
Augusi 297 9.0 31,384 0 7,002 U 4 49%
September 410 14 3,398 0 6,637 0 4,496
October 4g0 6.5 3,248 o 6,341 0 4,496
Novertber 333 49 3,381 ] 6,141 1] 4,495
Dacember 4 3012 0 6,009 0 44598
2000 January 325 6.0 3271 0 6,009 0 4,496
February 330 6.0 3,552 0 6,009 v} 4,496
March 977 57 43274 i 5,824 g 4,496
Apuid 615 57 4,611 0 3,653 0 4. 4%6
May 200 54 &#651 g 5,421 0 4,496
June 86 51 4317 0 5,280 0 4,496
July 665 5.0 4.465% 0 5,132 ¢ 4,496
August 525 5.1 4,886 D 5023 0 4,496
September 150 5.1 4,666 Y ERA 0 4,456
October 540 52 4,806 & 3,849 Y] 4,456
Novemnber 87 53 4,360 0 1,439 ) 4,446
December 2 54 4,581 6 3,167 & 4,496
2001 January 83 5.2 %341 4 3,167 0 4,456
February 230 5.4 4221 0 2,580 0 4,456
March 505 5.5 3,748 O 1,214 ¢ 4,450
Aprl 26 58 3,344
May 448 5.5 3,589
June 305 55 3,808
Tuly 50 5.5 3,183
Angust 180 57 2,838
September 10 538 2,933
Memorandurm items: 1997 1998 1999 2000 2001 37
Total siock of debs £in millions of dong, snd of period) 9,754 10,13¢ 13,517 12,244 5,459
{in percent of GDF} 2.5 28 4 2.8 21

Sources: Stare Bank of Vietnam and Ministry of Finance; and iz fT =stimates.

1/ 1n addition 1o these mmounts, D 246 billion in sburter term maturity bilis were auctione:! during 1593-96, Treasury bills of varying
maturitis have also been placed directly with the public through the Ministry of Finance's rereil network.

2/ Beginning in Aprii 2001, data not reporiced.

3 As of end-March 2001.
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Table 17, Vietnam: Monetary Survey, 19962001 1/

{98 1957 1988 155 2000 bl
Masch hae Sept, dec. Mach Juine g,
Un srillieess of dong, end of period)

Net foreign nsets 4.3 L0 312 612 73.8 TT 20563 957 1013 8.7 1134
Foreipn assers 312 Jig 470 Ti7 0.5 G235 1015 ER 1185 1785 1311
Foreign liabilines =370 <159 -15.4 18 -i88 ia -G -1A8 172 -17.8 -

Net dameste asseis 04 RS 7.2 %92 138 HiEd 1A 1772 1371 1402 1478
Domestie tredis {ut} bR ARR LG HERE N 1303 1159 1352 162.6 1896 1749

Net clavrs on govermment 27 4.4 4.4 B4 1 -1.6 e -4 «3.5 007 -+ 5 a7
Crediz to the econurmy 309 £2.4 ) 1427 1.4 {330 148 1557 164.3 ima RS
Claiios op $aie esterprises 26.3 3G 35.1 4.3 5749 GG (R 6%.9 11 751
J6ims an othar sestors a4 314 346 2 £i4 3] TiR R42 g1 410
CRber fueens, net 19 £ 9x -y G 1By 4.3 -840 -2l 274 =0

Briad woney 4.7 A1 A 160.4 1703 18%.4 198.1 QLY 238.% 4uu 260,83
rof which: oAl deposiis 424 56.5 Ta3 119 1349 194.5 1530 1707 1828 27 AY 2010
Ding Ligpeidity iLs 629 783 HMES  1ITI 0 134 302 15235 1606 l64Y 170!

Cugency oumsige banks 28 251 274 413 416 437 350 3.2 EL 3 Yo ¥2.2
Deposits 7 378 CTICRR e B OF ST 941 1003 088 1071 1113
Demand deposis: 187 1) 31 47.1 B4 33,6 Eo0 4 672 67.6 5.1
Oty depayits 17 14.7 20.2 182 364 323 354 418 386 4.1 412
Foreign ooy deposits 132 187 ih 432 50.2 3135 580 704 T8 241 857
(inTiliians of 1.8, dollass} 1184 531 1933 125 3568 3,754 4142 4834 5291 5617 Saa
{in percent of total ltquidity) 203 229 PN e 283 KRR 297 3l R kR 4.4

{(Annual pereentage change}

Crwlis to Te econony picl| A6 1G.4 kLN ELES P 9.5
Claims onenmrprises i3 3 229 287 263 174
Claims an other secturs 317 3§ 10.4 46,9 116 ML

Broad money {M2) i Tét 255 . %4 343 323 324
nf whick: ol deposils 253 343 138 433 36, 2.4 KRR
Dong Hyuiduy 37 ki) 24.6 308 16.2 292 136

Curreney outside banks 1% Hy V.4 286 188 Y EER)

Deposits 28,5 308 IR0 332 248 8.2 13.8

Foreign currency doposits 190 4.0 8.8 fAt.s 51 76 5.0
{Change in percent of boginning of year Brosd muney}

Net fareign aasels £5 104 123 i3 4.7 €57 235 2.5 59 7.7

Met domestic asseis 163 137 it -9 TR 7 17.5 4.4 539 63
N tlairns on govermnes Bl HEH 4.9 .9 37 5.8 R A1 ~£.8 -4
Credit to the cconomy 18.2 17 126 54 126 {74 268 28 74 0.2

Velosity ¥ 42 k] iy 2.5 pEs 23 12 Ly i9 t.B LE

Maney madhtiphier 4 .0 2.3 R i 1.0 3z 34 it iz 14 33

Curvency 1 dong depnsits (in pereen) 78.4 6.3 525 RL R 5.3 479 47.8 2 3y 52y 537

Curvency o toral Gepusits {Li peicean) RER 443 asa 46 LG 02 29.4 B R 199 9.7 58
Suwees: State Bank of Vieswan: and saff estines,

1/ Namw for 19596- 1999 conrpmse fow state-owaed comrmersial banks snd 24 momsinwe owned baeds, Data Soas [ 999 gnwards camyrise six sate-ownd commmercial

hunles arud 83 non-staie credit msaiutions,
2/ biwtades D 24 willion rocapitalization of stetc-ownesl voammen 6ial baeks (5OUS) in Uctober 1998, under which Eozan loans of SO0 8s were writtan o on
beiaif of the governmen and swepped for gevermment egurry in 3OCHs,

3/ Velooiny is measured as the rasio of GRP w0 end-ol-period bicad meney (M2),

4/ Money muldplisr is meaneed as the ravio ofhepad mamey {

Ly

10 JESSIVE TIONCY.
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Table 18. Vietnam: Bulance Sheet of the State Bauh of Vietoam, 1996-2001

1996 1997 1998 1995 _ 2000 2001
March Jue Sept. Dec.  Masch hume  Aug.

{1 willions of dong, cnd of period)

Net foreign sssets 14,0 19.4 2.4 4R 44,7 44.0 44,7 g3.9 42,4 447 6.9
Foreign a5sats 2.0 25.6 201 48.0 518 55 587 30.9 49.% 523 387
Foteign Hahilities 6.4 6.2 X 212 7, 4. £5 0 <1 6.9 1.5 18

Nat dumestle ugsats 182 164 16.6 15.4 13.4 147 134 289 il 273 N8
Net domestic cradit 11.0 H R 12.8 10,3 33 i 4.4 18.6 M3 18.4 188

Net tlaims on goversment 52 4.0 6.3 2 5.9 68 -R.4 43 4.5 2.9 2.7
Claims om banks 7.7 8.8 &5 1.3 111 11.5 12.8 142 154 15.7 H R
Claims on emerprises and
nonbank financial ingtitutions 0.1 0.2 .0 LG 0.0 2.0 1] 0.4) LD B0 (RS
Othear ivems, 5t 52 54 3.7 6.9 83 gl 48 183 [§V%.} X} -4

Reserve money 322 358 38,7 582 83 58.2 54.2 72.8 74.0 2.5 8.4
Currency in civeulation I8 6.3 8.2 44.5 44,8 46.0 47.2 543 57.4 9.7 G2.1
Bk deposits 7.8 9.3 154 133 13.5 123 108 184 166 128 153

wailt cash 1.2 1.2 13 37 22 2.3 23 2.4 .5 27 21
Reguired reserves |/ 4.0 4.7 6.3 49 55 54 6.2 9.8 12.6 121 13.4
Excess reserves If 42 16 2.3 8.3 7.8 53 3y 5.4 3 32 NG
(ther deposits 8.6 0.2 0.4 0.0 [4X1) [EXH 0.0 0.0 X1 0.0 g.0 -
(Anzual percemtage champe}

Net foreign assets 7.6 38.1 14.1 84.4 834 591 314 73 43 14 144

Net domestic assets 14.8 -9.8 1.0 52z B2 0.0 al.6 A5.9 1288 962 40
Net Jorestic credit 318 -15.6 1 ~-18.1 =253 315 -27.5 76.5 2883 262.7 3204

Net claims on govemment 721 =223 hlK) -%6.¥ 2165 -2,120.8 681.¢ 23,0610 5331 -141.9 -1334
Claims ¢n banks 13.3 -liy -3.8 38.2 639 42.8 133 3R.0 3B.2 360 8.3

Rescrve money W0 N3 8.1 30.5 43.8 50.8 344 250 6.0 4.5 36.3
Currancy in chreulation 183 0.3 7.6 39.0 M1 675 630 209 28.0 3848 o
Rank tlepositx 118 19.2 ELE 278 225 160 L2589 388 23.1 4.1 55.7

(Change in pereent of heginning of year reserve muney}

Nt forsign sssets I3 6.6 1.6 483 525 4z2.4 251 33 -1 i H.R
Nat domestic assets 8.7 ~3.5 0.5 32 3% .5 83 9.7 0.0 %5 245
Nt domastic credit 1.7 ~6.3 52 6.8 -i6.& -6} -3.9 (3,8 5.7 229 254
Of whinh: Net claims on goverame K1 <48 8.4 -15.8 PRy 176 2169 3.1 184 15,8 i8.3
Memanrandum item:
(iross official reserves (in
millions of U.3. dollags) 1,673 1,857 1,765 2,711 2,150 1,857 2,947 3030 Z,bY8 3086 3,495
{(in wesks of next year's imports} V/ £.4 7.2 5.8 %1 7.9 8.1 83 8.6 140 7.4 24

Scurces; Swute Bank of Vietmam; and staff extimates,

1/ Btaff eatimate.
3t Excludes foreign corrency counderpart of goverament foreign cutreney deposits at the State Bank of Vietnam.
3/ Imports ol poods and nonfactor services,
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Table 19. Yietnan: Consolidated Balance Sheet of Deposit Moncy Bonks, 1994.2003 1/

10948 1997 1998 1999 J00¢ 2001
tarch Fane Sept Dec.  Mnrh June Ang
{in bxllions of dong, end of period}

Net foreign assets G2 ¥ o1 04 29.0 37 41.4 3s 3.4 64.1 6.1
Forsign assats 132 123 172 7 T 412 53 6l7 688 T4l T4
Foripn Jinbilities JA18 0 18T 87 'y 2.7 2.8 2.7 49 -4 23 .04

Net dognestic ssrets 4.1 4.7 66.4 387 1659 1119 1it4 II8R 1252 1379 P89

Vet darnestic crecit frowm the commergial bauxs 3.0 62.5 4.7 1133 123.6 1365 144.3 1505 1587 1649 7l
Wet credit to government 0.8 0.4 21 24 42 35 ER 'y Y 2 54
Credil to the eeonomy 0% 62.3 T N7 tB4 13300 406 1557 1643 171 1985

Stats smerpriscs 258 330 gt AL 18 840 643 9.9 731 7i.l
(ither saczors 9 3L3 M6 8.4 G35 9.0 758 §5.8 91.2 970
Of which : claiius oo poobank financial
institutons 0.0 8.1 V3 4.0 4.0 00 a0 0 aa 134} 0.0
Hanks reserves 9.3 9.5 45 iR 153 133 123 W4 183 152 5.4
Credit from Stats Bank of Viemam £ 58 T 6 -120 0 A5 <132 W4 A15T 0 L158 L160
Capital and reserves 5.2 B R S -19.8 -20.1 ~20.4 218 224 W20 <234 -4
Oiber ilemms, et 57 3.7 2.4 ~22 «3.2 -5.1 S 144 130 -129 -11.8

Depasits 415 $63 154 1180 139 46 1530 1707 183G J9R4 2010

Dong deposils 3812 YR 51.4 753 34.8 515 4.1 100.3 1058 1007 1113
Demand depusils 102 14.7 {0 28.2 304 325 sl 419 e an.1 9.2
fime deposts 181 228 31 AY1 544 S36 S50 S84 672 516 70l

Foreigh currency depasits 132 13.7 WA 438 5032 335 38,9 0.4 Nh: Ba3 3.7
{Annual pereentage ehangs

Credit ta 22 coonarmy 00 26 167 W1 354 2194 798

fraie enermises s 15.6 ns 287 6.1 114

(ther sactory 31.5 304 106 4£.9 434 403

Ciedit from State Bak of Viomam 39 9.3 -23 6 e 3y .4

Total depesits 254 357 34.1 #1.3 381 328 318

Tinng Aaposics 87 32 W7 32 48 182 K
Dannd deposits e 43 A 483 2% 2373 04
Time deposirs 19.6 26.6 1440 .1 2348 15.4 0.0

Eoteign cnmency depusils 19.0 42.0 b B 605 55.5 hYE £3.0

Memcrandvm iters:

Foreign crrency deposita {in miliions of LS. dollass} 1,388 1,521 711 126 3868y 3,73 4,092 4,854 5351 5677 5981
(anzal pereantage change) 2/ 173 328 14,0 .. 5532 50.0 49.4 314
{in percen uf lowal deposits) i1 3.2 1.9 368 7.2 70 383 412 424 4.9 44.6
{edwage innilions of TS, dellars) 3/ 178 330 213 1,727 497 824 1,127

Sources Jrate Bank of Viezit and sta’f estimaten

17 Data for 1996-190% comprise four siule-uwned conuneratal sanks and 24 ropsiate-owned barks. Dala from 1999 wiweds camprise six state-owaed comnercial baics

and 82 non-state oredit inetitations
Y Twelvo-muuth percerniage changes.
3 Chagge since the beginning of the yesr,
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Table 24, Yistram: DHaltibution of Credit, 1996-2608 1/ 2/

!99& Fany 195K 1998 2000
h biltions of dong, end s=f poriod)

Tolul eretid 45 {he econamy 37 074} £2,201 72,507 LT iss,Ta0
T sty enzerprises 2€.310 3N 3800 54325 £3.918
Ta il sesiors 3,941 19,978 34,521 33,145 45,80

Uredit extended by stmic-nwned romrmersdal banks 38,129 48,042 53,087 76,559 ia gz
To sMe emtsTprivey 21,030 o6 428 34,218
To afher SEC164Y 16,298 2 A7 24,869

Lredit extended by other banka & 12,431 14,159 13,410 311 41,324
Ta stals WULHPtise ENE 4507 3,853
Ta othes secines 1431 9,362 9,452

Tutal dong dvius 2087 &2,R0t 51,641 83,548 121478

To daie enterprisay 12,%33 14875 14,410

Ta other sestors 19,457 11,928 29,231
Credit extended by seate-owmed commerein] hanka 21,058 15,876 45,363 £3,516 1,775
To sats enteprises 11,507 16,993 2, kB4 .
Tranther aeetess 15,513 20,261 18,479 -
Lredic walended by othes banks 4 hART 5821 6,136 LAk ] 15645
o s1arz entarprism 1188 32 1,538 “ .
To ather sootnes 1513 4,643 THHD -
Tuta] forsiga suermsay loans 3/ T2 18,400 13,958 28,8537 32,302
T walte ertagrices 14,075 13,347 14,666
To othe ssctam 4440 5,053 $00 . .
Credit eadended by stare-noned cnmmergial baotks 11,264 11,168 et ] 13,049 16420
To t1aK8 snUCLprises I [1IXRY) 11,334 .
To efbet 3acton H 1,34 6,390
Cradi sxdendad by uiher banks 4 73 B234 4324 5,33 (5,882
To aente critrpnes 3582 3,318 2,132
To eiher sepions 3718 4,515 2,541

{In pereent of total eredit in the eoonarny}

Touwd credhit to the eeanemy 3/ 1003 HLG 108 000 oo
To state atarprine 518 0.2 34 4472 345
To ativer sectors 47.2 49.8 T 518 55.1

Cedit extended by sate-nwned eormencredal banis 755 771 354 B 3.3
To siate vnlmprives 814 LR 471
Te other acctors il 344 343

Ceedit extended by other banks 4/ 1.5 218 18.8 3. 287
To sime enterprise 94 98 533
Tu olher seatnrs (333 i34 133

Total deng losns 034 8.5 EES 4.4 743

Credin ensended by setc-owned zommmential banbs 3.3 153 578 553 45,8

Credit axtenidled by ather banks 4/ 1t 4.5 125 8.0 1R.5

Tatal foreigs curtency loans 364 12 26.1 254 0T

Credis eximnded by mate-ownend conwarscial bencs 122 186 4.4 116 i
Credit extended by other banks 47 144 122 LR 140 172
(In bifliana of dong, end of period)
‘Fota) eredit t0 the scomamy hy sesior
Agrieylurs, fishatias, anid fvssicy - - 19,538 41,577
Industry and cmstruction - An 808 7,057
Indumay 30,175 17am
Coneretion 18,120 20,328
Trule, transpanation, and comesunicationy 28,858 3%,165
Teage . . . 14,462 30,597
Trarpott, Rocages, and COMMUNILL?ONE %396 7,564
Olier sxrvises . . 7448 18,780
{ku pereens ofreal wedit 16 the sconpmy)

Agriculturs, fsheries, and Rty IEZ 287

Indusry and consraction - 41,6 73

Tisde, stanspodation, wnd coummuncations 156 4.5

{Nher servigdl £.4 .7

Saurces Se Bane of Vistnam and saff eximates,

i¢ Beginning In 1993, cradit 1o the zoonomy by sectos Of swoienaliip sie estittmcd onber than actual data
77 Data for 1996-1398 comprine four smz-owned commerciol danks and 34 nonsoate-owned banks, Dats fom 1999 caovands conpyi
sin zorz-owmat cotpmerciy] banaky and 53 aon-siate credit initmtions

3 Sxeludes net eredit 1o lve govenment,

4/ Includen jurst-atuck banks, jeint-vartoue benlo, bwnshes of forsim banks, and the Central Peoples Credic Fund,
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1996 1597 1598 1999 2000 2001
March  June Aug,
{Ia billions of dong, end of peried)

Depaosit money banks 4,726 7682 8.697 10490 15111 15,574 16,514 16,854
$our largost stale-owned commercial banks 4,209 3,769 6471 7,813 10,902 11403 12,344 12745
Other banks §17 0 1414 2227 2,677 4208 4175 4,170 4,313

{In percent of total loans)

Deposit money banks 33 12.4 i2.6 12.1 9.7 2.3 9.6 o.4
Four largest state-owned commercial banks ilD 2.0 11.0 0.8 0.0 8.6 9.9 9.5
Qther banks 42 13.3 164 i8.9 2.0 9.1 8.7 8.3

(tn percent of total bank aysuls)

Deposit money hanks 5.5 7.4 6.8 6.6 54 52 53 53
Four largest siate-owned commercial banks 6.4 74 6.2 58 54 5.3 8.5 5.3
Other banks 2.6 85 5.8 110 5.1 5.1 4.7 4.8

{in percent of total overdues)

Stute-owned enterprises 442 34.8 247

Cooperatives 1.7 13 1.0

Joint-stock companies 1138 45.7 46.7

Joins ventures 0.6 16 1.1

Private sector 41.7 17.5 16.6

(In pereent of total joans to the sector}

Stale-owned snterprises 7.8 8.5 7.5

Cooperatives 207 402 35.1

Ioinlstick companiss 7.4 343 367

Joint ventures 1.0 1.2 20

Privule sector 14.9 8.1 7.

Sources: State Bank of Vietnam; and staff estimates.

1/ Based on nonstandard classification of nonperforming loans, which tends to underestimate the actual stount of bad
loans. Until 1995, inctudas the four largest statc-owned conercial banks and 24 nonstate-owned banks. Beginning in

2000, based on the four largest state-owned commercial banks and 83 olher credit institutions,
2/ Beginning June 1999, data on credit to the econonty {inctuding overdues) by sector of ownesshin noleager compiled
by the State Bank of Vietnam in consolidated balance shest ol deposit mohey banks.
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Table 23. Vietnam: Exchange Rate Developments, 19952001

1995 1996 1957 1998 195% 2000 2001 1/
(Twelve-month average; 1990 ~ 100)
Effective axchange rates
Nominal 42.2 43.9 45,1 46.7 42.3 42.1 424 2
Real 122.9 1311 1355 146 .4 13790 133.1 131.4 %/
{Anmual percentage change; - depreciation)
MNominal -8.6 4.0 2.8 3.7 2.5 «0.4 082
Real 5.5 6.6 3.4 8.1 6.5 -2.8 13y
{(In paits indicated)
Deng per U.S. deller, end of period 11,015 11,150 12,292 13,396 14,028 14,514 15033
Dong per U.S. dollar, 12-month average 11,038 1,033 11,706 13,297 13,944 14,170 14,745 3/
Dong per SDR, end of period 16,372 15,889 16,385 19,566 19,254 18910 19,225
Dong per SDR, 12-month average 16,739 16,017 15631 18038 19,066  1B,6%7
{Annual percentage change, - depreviation)
Tiong per U.S. dollar, ond of period 0.3 1.2 -16.2 -13.0 0.3 -35 -3.6
Deng per U.S. dollar, 12-month average 0.6 0.G -6.1 <136 4.5 1.6 4.1 ¥
Dong per SDR, end of peried -1.5 2.9 -4.4 -18.0 1.6 1.8 -1.7
Dang per SDR. [2-month average -8.7 4.3 24 -15.4 -5.7 2.0

Sources: Vietnamese authorities; and IMF, Informafion Notice System , and statl estimates.

1/ As of end Qctober 2001, unless indicated viherwise.

2/ As of end-August 2001

3/ For the period Japuary to October 2001,
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Tahie 24. Viemany: Balance of Payments, 1995-2060
{In millions of U.5. dollars, unless otherwise indicated)

1965 1996 1947 1998 1999 2000
Estimnate
Corrent aceannt balasee -2.648 -2.431 -1,564 -1,067 1,285 642
Eucluding official ransfirs 2,801 -£,581 -1,83% 1,239 1,154 5n6
Trade belance -3,158 -3,143 21,3135 £%1 1,080 1R
Exports, £ak, 5,108 7,337 4,148 9,388 11,540 14,449
tmports, £o.ba. 8,353 10,480 13,460 10,348 10,460 14,071
Nou-factar services (net) 159 Pl -623 =539 547 -£15
Receipts 2,409 2,709 2,530 1,604 2,493 2,685
Payments 2,250 2,770 3,153 3,143 3,040 3310
Investnent incomme {et) 279 427 Gli 569 429 -597
Receipts % 140 126 133 142 185
Payments 375 567 747 803 571 TE2
“Transfess (net) 827 il EED 1,122 1,181 1,476
Privawe 474 [Rixtt 710 950 1,050 1,340
Odicial 153 150 173 {72 111 136
Capital acconns halance 2,328 2079 1,662 214 -334 772
Gross foreign direct investorent {FDI) inflows 2,274 1813 2,074 a0 760 ROO
Equity 1,287 R4 1,007 W40 Ani 320
Loan dishur senents GRY 92 072 5560 159 485
FD1 lcan repaymenti g 15 i 3N 503 80j
Madiwn and fong-term loans {se1) 253 98 175 432 808§ 729
Disbumsemems 443 Fi 1607 1,121 1,038 1411
QDA loans 189 338 550 T LG 1,361
Commercial Jouns 54 435 457 126 46 50
Reheduled amormization B35 74 632 659G 43} £82
Short terrn capital (nec) E3S 224 412 54 -1,036 1,700
Errors and amissions 284 i -3 327 <183 a7
Oversll balance A1 S35 K -514 Y 143
Fivaucing 13 351 4 524 S76R T
Change in nat foreign assets of the Siate Dank of Vicwam {~, increas) 194 «160 -119 N <1316 =116
of which: Change innet international roscrves b 0 214 Lt -438 -342
Use of Fun qredit {net) 74 178 54 78 =26 .21
Gther NIR -482 <368 -160 158 «512 2321
Asresrs and rescheduling 1/ 4i8 541 a3 128 548 9,65}
Debrrelief I ] o g 413 0 9,591
Financing gap L 2 Q 0 0 4]
Memarandnm ltemps
Cizons offcinl roserves, including gold 1,376 1,797 1,458 1,704 2,711 3,030
1n weeks of next vear's krports 5.4 6.9 12 6.8 8.1 §4
Ratio 1o shore terms exxemal debt {in percent) Y el 2842 2694 00,6 3575 6349
Cument secount balance (in percemt of GDP} W8 310 6.2 Ay 45 i1
Excluding ofScial wangites 288 310 -6.9 44 4.9 1.7
Expart valus growih (annal percentage change} 282 41 244 .4 212 282
Irport value growih (anmal percentage changs) 4l 253 N2 B 1.3 kLB

Sourees: Viemurnese unthorities; und stofl exsmnates and projections.

I/ London Club reschedeling was concluded in <arly 1998, Restructuring of the Russian debr was concluded in Seprercher 2000 on comparsble termto the

1993 Paris Club reseheduling,

2/ Shoreterm debt by remadning mangity refer m nom-equily wlabive Ladlimy due oves the next period,
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Takle 25. Vietnam: Marchandite Exports hy Commodity, 1995-2000

1998 2l 1997 1994 1999 200

{3 williens »f U 5. daoliars, unless stherwiss indicated)

‘Fotat exparts, L.oh. 5198 7,337 2,145 5368 11,480 14,445
{ancual perretibape charpe) 282 41 Mo 74 2 52
(Excinding oil) 4,174 5991 1,722 8,132 9440 16,548
{annual parcentage change) ne 425 289 5.k i3 158
Cruds ofl 1024 £346 1423 1,352 2,082 3,503
Maleaiee T tons] 7403 8.705 9,438 12,145 14,482 15724
Unit value (US3hun) 135 134 142 IH 4 7
Coad 92 ER 339 132 45 [23
Vaturne (000 tons) 2420 1,647 1434 5,163 3,259 3,254
Unit vaiue {U5RA0) 3% kT Lt n 3 %
Rubber 153 163 161 127 145 166
Yoieme (000 wns) 132 i22 10¢ 191 163 ey
Unit value (UBShon) lany 1338 940 867 156 508
Rice 436 855 e 1,020 1,n2s 687
Vizhgne {100 tans) 1922 3063 3555 1,730 4,508 3477
Uiir vatue (USS Aoy ol ik 249 275 a7 32
Coffee 25 337 434 554 585 501
Valure {30 1ons) L 139 352 i ¥] 82 T34
Unit valpe {JS5/40m) 2348 F410 £271 1,554 L3k} [ 5]
Marine protusts {indeding S fems) %31 A5t 82 858 & 1.47%
Garmensa 411 1,150 1503 1420 1,746 1,862
Fauvlwear Lol i 878 L3 1.387 1,465
Handicradts 70 74 121 1R 158 biy)
Elessrunic poods and eamgostnely . 240 147 38% 783
Dther 1732 2071 7728 2342 1738 1,663

(I psreont of value of weal cxposs)

Trude ail 1%.7 183 15.6 13.2 181 243
Coal L7 24 12 LE %3 jile]
[tubies kN1 2 21 1.4 £3 Lt
Kice 8.3 187 9.5 ne 3.0 4.6
Unffer 10,9 4.4 34 (] 51 kX ]
Marine pradncts 83 L R] 8¢ 92 34 0
[T 53 157 164 5.5 151 FER ]
floctwenr 18 7.2 107 {50 75 fLN )
Hundicially L3 tr 13 1.2 L5 16
Bladrngic gouts s coupiiensts - 4.3 53 51 54
Other 333 282 w4 25.0 n? 253

(i perzentage points of growid in the value of exporms}

Cmde af} 39 [ 11 2.8 9.2 122
Cral 44 1.2 £4 0.1 -0l jeTH
Rubher &6 iy | 04 0.7 0.2 0.2
Rics 7 &4 42 LE 6.z 3,1
Coffer 58 4.4 22 1.1 W01 S0
Marine ptndncts -3 42 18 LK 1.2 ad
Grarments -1 13.8 48 ALE 3.2 13
Featwear 1.9 64 8.1 e i3 Ji%ed
Handiczalts 7 a2 .6 AL el 4.8
Eleckanic goadt agd sempsncnots - ne i 17
Gither 181 &35 21 12 42 R0

Somgees: Mitiuiry of Tisde and Cnsiams 7] and saff satimares.
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Table 26. Vietnam: Merchondlse Imporrs by Cammodity, 1995-2000

1585 1926 $687 1908 1599 WeH
Ewimate

Un redHong of U5, doflars, unless vtherwese indicated)

Tokal imports, Ci.d 8381 11,623 11,622 13,517 1,742 15,708
{annual perconiags change} 2318 339 £ 0.3 1.8 234
Prtraleurm producds (galive, diesel, etc} 114 LuTs 1,123 852 1,047 2,058
Volume {T00 tons} A A #8532 6,852 7,423 F Nkl
Unit vahue (T3S0 VB3 136 33 1] L4 14
Fartilizer 354 L2% 248 LT84 A58 509
Valurte [GO0 tons) 1,508 2,832 7,558 3,448 1. 3573
Unit wlue IIEF0n) 221 iz 174 7 jz4 128
Insesticide 46 89 Lid m 131 137
Volyrne {000 {ons) 30 &0 i3 24
Unit vatue (US$1on} 2213 1,484 5348 3,793
Syesl wnd bren 383 538 518 535 476 ¥17
Vaolume {009 sons) 1,114 1,547 1,501 T 3,158 2,858
Unie volug {US5400) 1435 42 364 5% 7k 263
Camest RE 4] 2 2 . .
Vislume (904 tans} 1,488 1,362 178 Ey
Unit valua (US5/10n) LE 82 19 41
Maotpreyies Ll a4 23 3351 388 787
Volume PRI a3t 404 472 a7 184 362 1,807
Uit walue (LSS0 FRIL 519 Dk 2% T8 434
Wigtor cars nod trecia 148 155 138 i3 98 134
Yolunw (P00 arx) 4.5 131 L4 72 it 15%
Uik velue {58 /unit} 6,054 8,13 4853 2,571 3,714 8,507
Whest Mowr L] 80 42 62 32 i3
Valurme {000 wua) 233 96 152 n} b5 ké
Uit value (U834 215 393 275 el ) L I'ES 1y
Taxtile yara {fibeis) 134 158 13% 188 152 pad]
Walumna CHO0 tong) 42 . 74 77 130 160 174
Unir wlue {US%R0N] 2,597 2128 2,070 1,445 1,208 %
Cottan . 4] 6k &7 L] B3 1]
Laather aund grrment maptereei 345 331 ey %11 1,696 1384
Uigarette materizt (inciuding 10bacen) B 74 31 1} B3 1z
Machinery s equipment fincluding sicmi 2,097 3,500 777 2,187 1,008 2482
Qiher 3419 3920 5,954 5,651 1,497 6,487

(I precome oF velue of roted impens)

Pemaleum produuts jX-) 53 EN T2 8.9 133
Fenilizer 6.6 34 14 4l kK 13
sesticide 03 0.3 e 38 1.3 08
Stecl and iren L2 1.5 44 4% 8.3 53
Tlovesnt 1.9 9.7 0.4 0y .
Matorpyies 50 7 .0 1.8 2.3 52
Molor caty wad trcks i3 13 1.2 Y 0.8 [:X3
Whezt faur ni 0.8 0.4 0.5 0.3 ot
Teusite yrn L& 1e 1.4 it 1.t 1.5
Loton 1. a5 25 048 0¥ 0.7
Lzather and gatetent paterial 3.& LA 7.7 1 3.3 5.3
Ligureni2 naterial L 8.7 0.7 16 2.8 0.7
Machinery 3nd equipment 250 3286 153 188 173 183
Other 184 37 1S 45.8 46,8 42.7

Sourees: Miry of Trade and Customs Offies: and sall stinares.
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Table 27, Vietnam: Direstlon of Trade, 19%5.2008 §/
{In percent of wowl caports of imports)

1595 1954 1997 1998 193 208060
Fxports
Industrizl counities or FEgioNs AE.0 68.4 £7.2 731 Tid 654
Tapan 268 .3 182 1806 178 181
Haong Kung SAR 4.7 4.3 4,2 2.4 1.8 22
Korea 4.3 2.7 4.8 18 w7 T4
Singapare 129 7.8 132 44 4.7 6.1
Fronce 3.1 29 14 5.8 3 2.0
b’m 4.0 31 4.5 .:! 3.0 ]
Raly 1.0 (17 13 23 27 1.3
Netherlands 1.3 2.0 2. 1.3 23 2.7
Swarzeriard ] 23 36 4.0 b.a 11
Thnited Kingidun 14 1.7 2.8 42 44 3.3
Nither Europe {industialized) o ng 1.4 2.1 8.1 TR 4.5
TUnised Siates 11 8 32 [ 15 i1
Canada 0.3 U4 1.7 1.4 i3 0.7
Axsmalia 10 G.9 1.5 34 54 8.8
New Zeatand 0.0 0.1 02 3 104 0.1
Developing countries 34.0 3.6 128 169 26.6 354
Chana (mainiend) b.& 47 5.2 22 30 10,6
Indohesia 10 0.6 .3 06 s L7
halaysia 3.1 k) 4.4 19 1.7 2.4
Philippines 0.8 1.8 2.6 4.2 38 33
Fenssis 35 12 14 0.5 a2 0.8
Taivwan POC 8.1 7.4 3.9 3.3 3z 52
Thailznd 1.9 1.3 2.4 1.4 s 2.7
Ot 0.0 6.7 7. 114 120 58
Imports
Industria! countrics oF JeEions 615 §7.8 46,7 521 384 £0.5
Japen i3l 113 13.6 118 14l 14.4
Hong Kong SAR 5. 7.1 52 4.5 R 39
Kores 154 150 13.5 12.1 124 111
Singapore 178 18.2 154 134 129 17.7
Erance 3.4 37 4.8 2.7 27 2.1
Gormiay 22 1A 14 32 22 1.2
sty 4.7 1O 0wy i3 i in
Neatherlands ] S 0.4 el [t} QA
Svarerland jtRY 12 1.2 V] n.5 a7
Tuited Kingdam 0.6 183 a8 1.0 1.1 w0
Other Burope ({indusarialized) 2/ 0.9 1.4 1.5 23 24 1.8
United Slazes 16 2.3 2. i4 2.4 2.2
Canade L3 0.3 N3 03 .3 .2
Australia 1.2 1.2 17 i 1.8 1.9
Mewe Zealand 0.9 a2 [the) 0.4 D4 0.¢
Developing cauniTies 38.5 22 333 319 416 9.5
Ching (mairland) 4.0 3.0 3.3 2. .6 9.1
Indonesia 23 1.3 7 2.1 2. .2
Malaysiz 23 1.8 20 33 3 2.5
Philippies 0.3 G.3 3 28 08 0.4
Russie 1.R 3 iA 24 §4 13
Taiwan POC 111 1i.3 12.8 1.2 1.8 121
Thaitand 3.4 LX) 5.0 33 3.4 e
Other : H 84 6.7 2.1 9.2 6.5
Memarandirn fems!
Buropeen Union
Exporis 119 104 16.1 32t 30.9 19.6
Tmpars 81 29 1.0 J0.4 X A3
ASEANZ/
Baposis 0.6 294 233 13.8 13.2 16.7
Impon 214 6.1 778 254 49 8.3

Sources: Cusicrms Offics; IMF, Direction of Trade Srasistics , and staff estimares,

14 For 1998-2000, some drte veflest partier sousiry daes,
2/ Disfined 25 Austriz, Bolgium, Denmark, Fusiand, Grezer, Jeeland, Taland, Laxemhbenrg, Morway, Partugal, Spam, sud Sweden.
3/ Ineilnning Lan PDR and My beginning in 1997 and Cambodin in 1938,
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"rable 28. Vietnam: Commitments of Foreign Direct Investment, 1995-2000 ¥/

STATISTICAL APPENDILX

1595 1996 1997 1988 199% 2060
{In millions of U1.5. dollars)

Industry iyl 3,049 ],840 g50 839 625
Heavy industries 1,819 1,422 984 607 451 277
Lxport processing zones 2/ 12 246 208
Light industries 814 g8 433 186 177 275
Food 466 492 193 57 211 72

O and gas ¥ 53 5% 1,358 43 £,231

Conrtruction 584 824 712 16l 214 4G

Trangportation and comnunications 79 755 1,051 305 137 8

Real estate 2,508 4,079 336 D08 163 23

Hotels and totrism 97 140 180 786 43 a3
Office property and apartmenis 1,598 3,939 418 123 120 0

Agrividture, Rrestry, and fisheries 633 343 333 142 118 v2

Serviees 285 221 252 297 19G 94
Total 7,496 9,329 4,345 4,021 1,704 2,114

{In percent of totul)

Industry 415 327 38.0 211 49.2 29.3
Feavy industries 24.3 15.2 20.2 51 26.5 131
Export processing zones 02 24 4.3 - .
Light industries 109 9.5 9.4 4.6 10.4 13.0
Fuood 6.2 5.3 4.0 1.4 12.4 34

il and gas 0.0 0.6 i1 33.8 2.5 332

Construction 7.8 8.3 147 4.0 125 1.9

Transpertalion and communications 5.0 8.} 21.9 76 Rl 0.4

Real estate 334 417 123 226 9.5 11

Hotels and touriem 12.1 1.5 a7 15.3 2.5 11
Office property and apartments 213 422 8.6 i1 7.0 00

Agriculuure, forestry, and fishearies 8.4 3.7 6.9 3.5 6.9 44

Serviess 38 2.4 5.2 7.4 11.2 453
"Totul 100.6 1064 100.0 100.8 100.0 100.0

Sources: Ministry of Planning and Investment (MPT) and State Bank of Vietnam; and stail estimates,

1/ As reported by MPL Includes invesiments by dormestic joint venrire partners.

2/ Data ineomplete from 1998 onwards,
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Table 29, Vietnam: Disbursements of Foreign Direct Investment, 1995-2000 3/

1853 1994 1997 1558 19%% 2630

{In millions of .5, dollars}

Industry 8 1,141 1,326 922 835 910
Heavy industries 3i4 478 T an1 424 445
EXDort processing Zones 34 136 83 43 49 14
Light industries 267 412 363 2258 182 326
Food 156 116 174 144 178 126

Ol uad gas 567 77 261 75 345 208

Construction 123 261 207 198 132 221

Transpertation and communications 158 B2 10t 80 106 28

Real cstate 433 421 488 471 340 29%
Hatels and tourism 261 289 237 233 128 164
Office property and gpartments 172 132 261 237 212 133

Agriculture, nrestry, and fisheriss 130 113 234 124 2 208

Services 120 84 Gl 77 T &7

Tata] disbursements 2,341 2,400 2,878 2,248 2.04: 1,559

Totzl disbursements: statl cstmates 2/ 2,276 1,813 2,074 800 T00 BOD

(In pereent of wial}

Industry 34.2 45,8 46.1 41.0 40.9 453
Heavy indusiries 13.4 152 244 PAR 0.8 227
Export processing zones 1.4 5.4 il 1.9 2 0.?
Light industries 114 16.6 12.6 Lo 84 16.6
¥ood 8.0 4.4 6.0 73 8.7 G.4

0il and gas 24.2 151 8.1 16.7 165 10.5

Construction 5.3 10.5 141 8.8 7.4 I

Transporintion and commmnications 6.6 33 is 3.6 52 1.4

Heal astate 18.3 18.8 17.0 0.9 16.7 15.3
Hotels and tourism 112 115 7.9 10.4 4.3 g4
{Office property and spurimends 1.4 5.3 b1 1t.6 i0.4 65

Agnculture, inwitry, and fisheries 28 4.6 8.1 3.5 od 10.6

Services it iR 2.1 3.4 3.5 4.5
Total XL 100.0 100.0 160.0 100.¢ 166.0

Memnnrandum item;
Toral disburssments (in percent of GDP) 11.3 101 107 8.3 72 6.5

Senroes: Ministry of Planning and Invesiment (MP1): and staff estimates.

1/ Date on disbursements classified by industry as reporied by MPL. Calculated ag total reported disbursements less equily contribution
of domestic parters. Thus, data include domestic berrowing oy the joint venturs. Data are subject to exiensive revision,

2/ StafF sstimates are bascd on repertad toreiga equily inflows plus foreign borrowings by joint ventures, as reported by the Stals Bank
of Vietnam. For 1998-2000, also buseri tn other indicators of investment indows.



Table 30. Vietnam: Foreign Dircct Investnient by Cowntry of Origin, 1995-2000 1/

-84.

STATISTICAL APPENDIX

Corniitments Diisbursements
1955 1996 1997 1998 1998 2000
{In mdflions of U.S., dallars)
Singapore 9269 3,046 532 315 257 258
Taiwan POC 934 A8 280 213 193 362
Koresa 677 g978 686 219 217 128
Japan b412 8§27 801 5G9 434 400
British Virgin Islsnds 800 1,431 228 113 66 142
Hong Kong SAR 158 463 241 153 14¢ 152
Malaysia 199 93 174 151 123 B9
Thailand 272 130 276 82 19 2%
Vnited Stetes 5234 152 275 635 45 68
France 143 101 890 a3 1135 53
Anstralia 108 49 7 21 24 28
Orther 1,301 1,377 455 314 389 213
Total 7,496 9,329 4,343 2,246 2,041 1,955
{In percent of total}

Singapors 12.9 32.7 1.0 140 126 13.1
Taiwan PGC 125 7.3 58 9.5 9.5 18.5
Korea .0 10.5 14.1 9.8 106 6.4
Japan 18.8 8.9 16.5 226 21.4 20.4
British Virgin Islands 10.7 153 4.7 50 22 7.2
Heng Keng SAR 2.1 5.0 5.0 6.8 7.2 5.8
Malaysia 2.6 1.0 3.6 &7 6.0 4.5
Thailand 3.6 1.4 57 37 1.0 1.4
United States 7.0 1.6 5.7 29 2.2 35
France 2.0 11 184 4.1 56 2.7
Auystzalis 1.4 0.5 0.1 0.9 1.7 1.4
Other 17.4 14.8 94 14.0 19.0 109
Tots) 160.0 100.0 100.0 100.0 100.0 106.0

Sources: Ministry of Planming and Investrent (MPI); and staff estimates.

1/ Data as reported by MPL. See Table 29 for qualifications.
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‘I'nble 31, Vietnam: Externai Debt and Debt Service Obligations, 1995-2G600 1/

1995 19496 1997 1998 1594 2000
Estimarte
(in millions of 1.5, dollars, enc of period)
Total comvertible eurrency debl stock 1,145 8,707 9,578 5,817 9,750 11,913
Medium- and Jong-term debl stock 6,354 2,792 5,185 8,173 9,199 11387
Publiss sector {canvenible debt only) 4,465 3.003 5,562 5,508 5,978 8,619
Of which:
Sjale-owned eaterprises 2/ 138 325 585 Gid 187 539
IMF 377 538 452 351 355 312
Private sector 1,898 3,765 31,622 3,663 3221 2,767
FDl-+zinted 1,796 2,544 3,244 3,248 2,584 2,537
Orher 102 225 79 ALB 337 731
Short-term debt seck 784 1,005 393 674 557 32%
Tatal external debt service {,044 1,300 1,495 1,663 1,798 1,512
Principal 752 &80 1,054 1,219 1,Y73 1,420
Interest 292 420 440 444 425 492
Public debl 885 1,005 618 834 737 T4
Principal 653 699 f56 603 510 47)
Interest 193 306 262 750 247 303
Private debt 159 295 576 305 1,041 1,133
Bringipal 60 182 398 (3 ] 263 849
Inicrest 99 1i3 178 154 17% {RS
{In percent of GDP)
Totul debt service £0 53 56 51 6.3 §3
of which : public 43 4.1 14 31 27 2.6
Total convertible cuTency ebi stock 34,8 357 357 363 34.2 383
of which : putlic 215 204 20.8 203 2140 384
(Inpercent of exparts of poods and nenfhvior services)
Tot] debt servins 12 2.8 12.8 135 2.8 112
of which : public 114 8.4 7.3 7.3 43 4.8
Totel coavertible currency debt stock 918 ’7.6 82.0 823 695 £3.5
of which : public 587 50.0 416 46.0 42.8 50.3
Memorandum liemu
Nynoanveetible Russian debt 3/ £0,597 16,227 10,325 1515 10,515 Q
Sourees: Vatnamese aufhorites; and stafl estirnates.
I/ Convertible curreacy debl only.
4/ Includes loans o state-owned enterprises not classified elscwhers,
3/ Tn mitions of transterable rebles. Resmuchuring of nunconvertinke Russizn debt was concluded in Septezaber 2000,
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Table 32, Vietnam: Summary of Normal Tariff Schedule, 1999-2001 1/

Rates in 1999 Rates in 2000 Rates in 2001
Bands Number of lincs: Bands Number of lines: Bands Number of lines:
number percent number percent rumber  pereent

0 1,965 312.4 0 2,029 320. 0 2870 324

1 148 24 1 173 2.7 1 170 2.7

3 374 6.2 3 181 6.0 3 349 5.5

3 616 10.2 5 679 10.7 5 877 10.6

10 443 7.4 7 7 0.1 7 3 0.0

15 58 1.0 10 519 82 10 350 - 8.6

20 s31 8.8 12 2 0.0 12 3 0.0

30 663 10.5 15 79 1.2 15 68 1.1

40 517 102 13 1 0.0 20 502 7.9

S0 574 95 20 5i6 8.1 23 3 0.1

a0 34 0.6 25 3 {1.(} 30 663 10.4

160 28 0.5 30 633 10.0 38 ! 0.0

40 678 10.7 49 671 105

45 2 0.0 43 2 0.0

5Q 549 9.0 50 573 9.0

35 1 0.0 60 11 0.2

60 12 0.2 80 J3 ¢.0

30 o 0.1 - 100 50 0.8

100 4% 0.8 120 8 0.1

Total 6,056 1000 Total 6,341 100.0  Total 5380 1000

Number of pands 12 19 19
Average 2/ 15.5 154
Standard deviation2  17.7 18.1

Source; Ministry of Finance.

1/ 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
{mports from countmics without a trade agreement (o1 not in the process of negotiating one).

2/ Bascd on actual trade fiows,
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Table 33. Vietnam: Common Effective Preferential Tariff (CEPT) Rates, 1999-2001 1/

Rates in 1999 Rates in 2000 ___ Rates in 2001
Bands  Number of lines: Bands  Number of lines: Bands Number of lines;
number  pergent number  pereent number percent

0 1,523 427 0 1,650 399 0 1,763 354

1 82 23 1 155 3 1 171 3.4

3 332 5.3 3 335 79 3 333 6.7

4 1 0.0 4 0 0.0 5 962 19.3

5 561 157 5 TH3 18.5 7 3 0.1

7 20 0.6 7 10 0.2 10 876 13.6

10 261 7.3 10 573 135 12 1 0.0

15 470 13.2 & 129 340 15 133 27

20 25 0.7 20 107 2.5 20 944 189
25 24 0.7 25 13 3
30 1 08 30 72 1.7
33 3 0.1 35 280 8.6
40 231 6.5 40 83 1.9
45 1 0.0 45 l 0.0
50 3 0.1

Total 3,567 100.0  Towl 4,233 100.0  Total 4986 100.0
Average 2/ 7.1 7.3
Srandard deviation ] 08 10.7

Source: Ministry of Finance.

1/ Under Vietnam's current ASEAN Free Trade Area (AFTA) agreement,
2/ Based on actual trade flows.
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