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APPENDIX-C

INVESTMENT AND TRADE PROMOTION

C.1 Promotion of Foreign Investment
1) Comparison of Investment Environments

In implementing industrial development policies, Vietnam has an advantage to
learn how to manage the industrialization from the experiences of such economies as
Asian industrializing countries. It will also be possible to introduce most advanced
technologics in the process of caching up the industrialization. On the other hand,
Vietnam is faced with a hmd competition with these countries. Therefore, it will be
effective to compare the investment cnvironment of Vietnam with that of Thailand,
Indonesia and China. In this section, the industrial environment of these countries will
be compared with Vietnam, banicularly' with respect to the legal, institutional,
organizational system, as outlined in Table C.01.

Vietnam has three notable advantages in the investment environment. The first
one is the relatively large market. The population is the third largest in the East and
Southeast Asian region (refer to Table C.02). The second advantage is the abundant
natural resources. A wide variety of resources is an advantage for industrial
development. The third advantage is a favorable condition for food preduction.
Abundant 1amfall and large delta zones make it possible not only to supply foodstuffs
for a relatively large population but also to export surpluses. These conditions are
favorable for the industrial deveiopment in Vietnam.

On the other hand, notable problems lie in the management of huge potentials
for development. From the v1ewpomt of legal and administrative management systems,
investment pxomotzon of Vietnam can be compared with other Asian competitors in
order to ﬁnd out advantages and dtsadvantages of the investment environment of

: Vletnam

“ The. policy to promote foreign investments was adopted in Thailand, the
Philippines, Indonesia and Malaysxa in the 1960s, and in China in 1978 . Although

“Vietnam is a late comer on this issue, it has established a strong position with the legal
| preferences for foreign investors, because the p11v1leges are by no means inferior to
" “incentives in other countries. The political and social governance of Vietnam appears to-
-be stable and flexible under the fundamental principle of "Doi Moi". Tax incentives for

foxelgn mvesto:s m V1etnam is superior than other countries; The most favorable

e



condition in Vietnam is the supply of labor force in better quality and at lower wages
than other countries. The literacy rate in Vietnam was 88% in 1990, while it was 73%
in China and 77% in Indonesia. This implies that labor intensive projects could
possibly enjoy better competitiveness by producing commodities for export to the
international market than other Asian countries.

The most notable disadvantage is a lack of experiences in the promotion of
foreign investments. Slow process of licensing, opaque or unfair (reatments by
authorized officials at central and local levels,: frequent changes of standards or rates,
weak management ability of Vietnamese partners in Joint Venture projects have been
caused mainly by little experience and weak knowledge of the market economy. These
problems could be gradually overcome in the future,”

At the end of Tuly 1995, Vietnam became a member of ASEAN. It means that
Vietnam will be able to enjoy cooperative schemes of ASEAN, and at the same time
should get through hard economic competition not only with ASEAN c_duntries, but
also with Hong Kong, 'Taiwan, Republic of Koi‘éa, and China.

2) Overview of Direct Foreign Investments

~ Vietnam has got “excellent results afler enactment of the Direct Foreign
Investment Law in 1987. Accumulated invested capital of licensed projects exceeded
10 billion US dollars except for canceled projects and oil & gas projec:ts by the end of
1994. Direct Foreig’n Investment (DFI) has greatly contributed to the industrialization
and modernization of the Vietnamese eco_nomy' in its process of renovation. " The
accumulated number of licensed projects and amount of invested capital are summarized
below. ' o B

a)  Number of DFI projects and amount of invested capital -
Licensed projects besides the oil & gas exploitation projects:

Total'numl'_)er_of licensed projects | 1,217 (US$ 1'2,(')'01 millio_n)'

Number of acting projects _ © 1,028 (US$10,901 million)
Numberof canceled projects -~ : . 189 (US$1,100 million)
Number of oil & gas projects ~ : 26 U ;
Grand total of licensed projects .1 1,243 .



b)  DFIs by country/cconomic region

Licensed projects from Hong Kong and Taiwan have been dominant in terms
of both number and invested capital. These two countries accounted for more
than 17% of accumulated invested capital. They are followed by South Korea,
Australia and French in invested capital, and by South Korea, Singapore and
Japan in number of projects. Details are shown in Table C.03.

¢)  DFIs by regions

The South Northeast Region, including Ho Chi Minh City, is dominantly
enjoying more than half of DFI projects (569 of 1,028), followed by the Red
River Delta, including Hanoi (241 of 1,028). The South Central Coast Region
including Da Nang City is ranked third. Tt is observed that the number of
licensed projeéts‘ has notably increased in the northern regions, particularly in
Hanoi City in the latest two years, 1993 and 1994. The accumulated number
of licensed projects in Hanoi City is 178, accounting for 17.3% of the total
accumulated number of DFIs. A trend of foreign investments by region is
| given in Table C.04.

d)  DFIs by sectors
Valid DFIs are classified by sectors as summarized below.

Invested Capital

" Sector Number of Projects - (million US$)
Agticuliure and Forestry 32 264
Fisheries 21 58
Mining Industry 52 1,298
Processing Industry 599 4,193
Electricity, Gas and Water 5 227
Construction - 43 1,220
Trade and Repair 0 13
Hotels and Restaurants 118 2,404
‘Transpoit, Storage and Communication - 53 497
"Finance and Credit 12 170
Real Estates . 71 533
Fducation and Training o I
Health and Social Services 2 i
Cultural and Sports ‘Activities 5 19
Activities Serving Individuals 4 -4
' 1,028 10,901

TOTAL : -



e)

DFIs in Hanoi City

The total number of licensed foreign investment projects in Hanoi city reached
178 as of the end of 1994. They are classified by type of DFI as follows:

](3‘1(])?:::?::? Joint Venture 100% Fonelgn Total
1980 4 - >
1990 I 7 1 ?
1991 2 13 0 s
1992 2 23 7 32
1093 3 42 3 48
1994 6 S5 7 4
Total 14 145 19 178

Valid DFIs in Hanoi City (178 projects) can be classified by sectbr as follows:

Number of Project Invested Capital

Sector (million US$)
Agriculture and Forestry 4 6
Mining Industry 3 ' 22
Processing Industry 63 561
Construction 12 338
Trade and Repair 3 7
Hotels and Restaurants kX3 770
Transport, Storage and Communication 11 322
Finance and Credit 5 70
Real Estates , ' 41" 300
Cultural and Sports Activities 2 3
Others 1 : 115
TOTAL 178 2,516

Even though the processing industry is superior in term of number of projects
(63 projects or equivalent to 35.4% of total pumber), the'ar_nount of invested
capital of the processing industry (US$561 million,'22,3%) is less than that of
the hotels & restaurants sector (US$7OO million, 27, 8%}). Further, 63 projects
of the processing industry sector can be classified into such branches as shown
in the columa "H" of Table C.05. Location coefficient of Hanoi is superior in
such branches as "Publishing and Prmtmg , "Other Electric Machmery .
"Medical, Measuung and Optical Machmery and"'Mctal An‘.lcles

In term of number of projects, dominant countries are Hong _Kdng (36
projects), followed by Japan (21'p1'0iectq) Singapoi'e(l4 projects), French (13
projects), Australia (11 pmjects) and Republic of Korea (9 projects), as shown |
in Table C.06.



3) Legal Framework for Promotion of Direct Foreign Investments

Since the Government recognized the importance of attracting foreign capital
and technology, the Law on Foreign Investment has been adopted by the National
Assembly in December 1987. In order to keep up with changing conditions and
international practice, the law has been amended (wice since 1987. The first
amendment was made on June 30, 1990. The major points of amendment were:

a)  To authorize private economic organizations having a juridical status to
make direct business cooperation with foreign parties,

b)  To broaden the form of "bilateral” joint venture into "multilateral” onie to
authorize several organizations and individuals to stand as an
independent party in a joint venture; and '

¢)  To allow joint-venture enterprises prodncing substitutes for imports to
enjoy privileges to the same extent as export- oriented enterprises.

The second amendment was promulgated on December 23, 1992, The 1990's
Law authorizes Vietnamese economic organizations to cooperate with foreign partoers.
However, it defined only joint- -stock companies and limited compames as the juridical
persons and excluded private cnterpmses The amended law allowed private enterprises
to cooperate with foneign parties to formulate joint ventures, And it also added the
development of Export Processing Zones to investment activity which would be
licensed. At the same time, BOT contract have been privileged by the new law. These
amendments seetn to provide more opportunities for investors.

Direct foreign investment may be in three forms: business coopcrati.on contract,
joint venture enterprises, or a 100 per cent foreign owned company. Besides, there are
such categories as: (i) product sharing contracts in oil and gas exploration and
cxplonanon (26 contracts have been licensed); (i) investment m Export Processing

Zones (Wthh mclude construction of infrastr ucture: 6 EPZs have got licenses); and (iii)
| BOT contract on mﬁastructurc development. These three types of investment may be
expected to be one of very important measures to improve the backward infrastructure
of Vietnam and will contribute to the mvestment promotion and economic development
of the country The defmmons and functions of EPZs and Industnal Zones are given
below. - ' '



Export Processing Zones (EPZ)

a)

b)

c)

d)

€)

EPZs have been authorized by the "Decree on Special Export Processing
Zones" {N0.322-HDBT issued on 18 October 1991) and "Regulations on
Special Export Processing Zones in Vietnam" by the Council of Ministers.

"EPZs are industrial zones under central authority which are dedicated to the
production of goods for export and the provision of services relating to the
export of goods" (Article | of above regulations) and "EPZs shall be
established by the Government at locations convenient for the production of
goods for export and for their actual export" (Article 2). The Government
guarantees equitable and appropriate treatment for foreigners who invest in
EPZs.

Investors who establish opcrationé in EPZs are entitled to preferential
treatment stipulated in Atticles 21, 22 and 25 of the Law on Foreign
Investment and are able to enjoy all the privileges stipulated in "Regulations
on Special Export Processing Zones".

In EPZs, inveStors may establish operations in the fields of (i) Production,
processing and assembly of c-xpon' products, and (ii) Providing such
services m relation (o cxponts as fr anspmt loadmg and unloading, 1epaus
insurance, and banking.

The management body of EPZs is the "Management Committee of Special
Export Processing Zones" (Article 6). "The members of the Management
Committee shall be appointed by the Chairman of the Councit of Ministers
in accordance with the proposals made by the Chairiman of SCCI and the
Chairman of the People's Commiittee of the province or city where EPZ is
located."(Aaticle 58). SCCI has responsib'ility for exdmining and approving
projects, 'guid.ing and supervising  the activities of the Management

- Committee. The revenue received by EPZS shall be paid to the State
" treasury, all expenses incurred by the zone shall be pald from the State

budget (Article 60).

Investors shall submit an application to the Management Committee to -
establish their enterprises in EPZs. Within three months, the Commitiee
shall notify the investor of its decision. Although the duration of operation

“of an enterprise in EPZs shall not exceed fifty (50) years, it will be possible

to apply for an extension of its operation.
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The Regulations on EPZs stipulate financial incentives as follows:

(a) Profit tax : In respect of Production enterprises shall pay 10 % of
profit, and service enterprises 15 % of profit.

(b) Exemption from payment of corporate profit tax : Production

- enterprises shall be exempted for a period of 4 years, and service
enterprises shall be exempted fora period of 2 years.

(cy Payback of profit tax : If investors reinvest profit earned back into an
enterprise operating within the territory of Vietnam for a period of 3
years or more, the profit tax shall be refunded.

(d) Exemption from payment of import duty and export duty : Enterprises
operating within EPZs shall be exempted from payment of import duty
for import of equipment, materials, and goods to EPZé, and shall be
exempted from payment of export duty. -

.(e) Tax on profit transfer abroad : Forei gn investors shall pay tax on the
transfer at a rate of 5% of the total amount of profits transferred
abroad. '

(f) Other duties and fees : Enterprises in EPZs shall be required to pay
customs duties, duty on registration, stamp duties on certification,
fees for the management and organization of EPZs, and other related

~ fees in accordance with-the provisioﬁs in force at the locality where the
Zone is located.

Regulations on Indug;.rial Zones

a).

).

)

An idea to- éstab]ish the Centralized Industrial Zones (CIZs) has been
proposed in June 1994 in order to improve .the development and
management of EPZs. SCCI has been assigned the task of working on this

idea in cooperation with SPC, MOF, Ministry of Commerce, the General
- Customs Bureau, and the Central Institute for Research & Management in

drawing out the plans for CIZs. The "Decree on promulgation of

- regulations. d_n Industrial Zones” (No.[92/CP) and "Regulations on

Industrial Zones" were promulg’ated on December 28, 1994.

The_“lr@dustrial Zone" is defined as a concentrated Industrial Zone which is

established under the decision of 'the Government and specialized ip
industrial production (Article 2). And, there may be Export Processing

~ Zones and Export Processing Enterprises in the Industrial Zone (Atticle 3).

Management Board of Industrial Zones @ "The Industrial Zone and the

' -Ma_nagement Board of the Industrial Zone shall be under the control of the

SC-T



d)

e}

State Ministries, ministerial level agencies and governmental agencies.
Depending on the nature of each Industrial Zone, the Prime Minister shall
determine the State agency to directly control the Industrial Zone.
Ministries, ministerial level agencies and governmental agencies shall
authorize the Management Board of the Industrial Zone to perform duties on
State management in the Industrial Zone." (Article 18). All the budget
revenue in the Industrial Zone must be paid to the State Budget. Expenses
for the activitics of the Management Board shall be covered by the State
Budget."(Article 22). |

Rights and obligations of the Management Board are stipulated in Article

_ 20, as follows:

(@) To work out the plan for the development of the Industrial Zone and

| the Charter of the Industrial Zone so as to have them submitted to the
authorized State agency for approval;

(b) To promote investment into the Industrial Zone;

{c) To give guidance to and receive documents applying for investment

- into the Industrial Zone; pass those documents to the authorized
ageneies for construction of and decision on the issuance of the
Investment Licens_e; '

(d) To issue the construction permit on the basis of approved designs;

(e) To examine and irtspect the implementation of the Int/estment License
and Business License, contracts for proceséing, contracts for
providing services and other stipulations of the laws on labor and
wages; ' | '

(f) To implement the regulations on the management of security, safety

© and pubhc order in the Industrial Zone;

(g) To control servicing activities in the Industrial Zone,

(h) To consider and approve land rentals, service chargeq‘ defined by the
infrastructure development compames and service compames

(i) To reconciliate labor disputes, economic dlsputes as requlred by the
partles concerned. ' '

Responsibility of Local People s Committees are stlpulated in Article 19 as
follows ' o '

(a) Pelfoxm the State - management functlons over the Industnal Zone .
within their temtory



(b) Paﬂiéipate in the formulation of the plan for development of the
"~ Industrial Zone;

(¢) Supervise and examine the implementation of the rules and regulations
on labor, safety, environmental hygiene, fite and explosion
prevention, security and order in the Industrial Zone; '

(d) Create favorable conditions for the Management Board to fully
accomplish their duties.

f)  Profit tax rates for foreign enterprises (Article 15):

(i) With respect to mzinufaéturing enterprises, the tax rate shall be eighteen
_per cent (18%) of the profit carned. With respect to enterprises who export
at least eighty per cent (80%) of their products, the tax rate shall be twelve
- per cent (12%) of the profit earned. The. above entcrpnses are entitled to an
exemption from profit tax for two (2) years.
(if) With respect to enterprises engaged in services, the tax rate shall be
twenty two per. cent (22%) of the profit earned, These enterprises are
entitled to an exemption from profit tax for one (1) year.

f 4) Organizational Framework for Promotion of Foreign Direct Investments
a)  Agencies Concerned -

Chapter V of the Law on Foreigi investment and Atticle 6 of the Decree 18

stipulate that SCCI shall be the sole office to issue licenses for all forms of

investments. SCCI is expected to coordinate with such organizations as

SPC, Ministry of Commerce and. Tourism, State Bank of Vietnam,

Ministry of Science, Technology and Environment, State Committee for
- Science, and Ministry of Finance. It is noted that the World Bank's Foreign
~ Investment Advisory Services (FIAS) has been assisting in strmmhnmg
- fmexgn investment approvai procedurcs and 1mpr0v1ng coordination among
" the agencies concerned.

- It should be notéd-that the local government is also involved in the process
of getting approval to invest in V:etnam Investors have to submit
" feaSIblhty study reports ‘and reqmred docuinents to the People's Comimiltees
_ of P10v1nc1a1 Governments before submittmg these to SCCI.  Once
) o _ ~ investors get permlss:on from SCCI, they have to obtain land usc right
& | thlough the Peoples Comm:ttees Therefore, local quthorlttes play an
1mportant Iole in thc llcensmg plocess Approval process for foreign
" investment is: sho_wn_m Figure C.3. | '
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b) . Tasks and powers of SCCI

SCCI is not only an organization which issues licenses to investors, but
also it evaluates desirability of proposed projects from the viewpoint of the
country. Article 2 of Decree No. 39 dated June 9, 1993 stipulates the
function, powers, responsibilities and organization of SCCI, as follows:

i) To build a strategy, orientation and priority structure for DFI, and to
give guidance to Ministries and corresponding bodies on plans and
programs for DFIs in local branches,

ii) To prepare and submit to the Government draft biils, draft ordmances
and draft agreements on DFIs in Vietnam,

iify To give guidance to foreign and Vietnamese parties in making

investment in Vletnam

iv) To organize and evaluate conditions for issuance of investment licenses
to DFIs, '

v} To manage the scope of activities to attract DFIs in Vietnam,

vi) To give guidance and supervise activities of various branches in their
implementation of State policies and progmms concemmg DFIs in
Vietnam,

vit) To supervise and inspect operations of forelgn invested enterprises and
business cooperation contractors. '

5)  Remaining Problcms to _be_Solve_d

~ While great improvements in the mvestment env1ronment have been achieved in
pasl years, constraints still remain for fuﬁhel promotion of - DFIs. These constraints
include: ' ' '

- Many foreign investors state that licensing is still time- consummg and
procedures are not transparent; '

- The licensing fee, which is cquwalent to 0 01% of the total 1nvested capxtal
may be an obstacle '

- A good reglstratton system for land tltles is needed in order 1o prevent

' conﬂicts rcgardmg the utilization and transfer of rented land

c-10° .



- Prices of land right have rapidly escalated in major urban areas and expenses
for compensation for former residents have been enormously increasing;

- The rent of plots in EPZs is high in comparison with other countries in the
region;

- Labor hiring 1eguiat10ns are too comp!cx

- The country's financial and other support services for industry are still weak;

- Too many agencies and too many levels of government have been involved
in the Vietnamese side; '

- Too much information requested in the early stages of the approval process at
a great cost of investors;

- Vietnamese officials do not always have the expertise or skills to evaluate
projects; '

- The absence of uniform interpretation of foreign investment rules and
regulations is observed;

- FOl'eign investors must hire local consultants who are. not always capable;

- It is difficult for foreign investors to find appropriate local paﬁners

- 1tlegal actions under various forms are presumed (0 be prevalent;

- Weak mortgage and collateral mechanism hamper private investors,
particularly foreign investors; _ _

- Frequent changes and amendments of laws, regulations, circulars, and
ordinances applicable to foreign investors have been concerned by investors;

- New laws and regulations are not always clear or consistent with other legal
flameworks | . :

- The rules requiring unamrmty of board membels of joint venture enterprises
wifl affect the operation of joint venture businesses; o

- The cumulative bureaucratic hardness involved in establishing investment
projects have been one of the problems for investors because they have to get
approval of the feasibility study rcport before submitting application to

- SCCL

e s, lecommended that SCCI - and the authouties concemed study these
comp}ams cxplessed by the potentlal f01e1gn mvestms

65 S Rec’ommendahons o_n Forclgn Invesiment Promolio’n

In order to further accelerate foreign - investments, partlcularly in the
manufacturing sector, 1t is recommcnded that the followmg issues bc taken into seuous
conmdexatlon ' '

BNeERIE



(a)

(b)

(c)

(d)

()

Legal structure concerning the promotion of foreign investment: The legal
system has been established in a shorter period, including the Foreign
Investment Law, Law on Business Bankruptcy (30 December), Circular 333 on
BOT Contracts (28 February), Circular on Overseas Vietnamese Investment (24
March), Circular 28 on Transfer of Technology (22 January), Decree 100 on
Insurance Busincss (18 December), Decree on Independent Auditing (29
January), Law on Domestic Investment Encouragement (2_2 June) and
Regulations on Establishment and Operation of Representative Offices, all
enacted in 1994, However, the Civil Code, Law on State Enterprise, and Law
on Mortgage are still under preparation. It is hoped that the enactment of these
laws, regulations, and detailed rules is finalized at the earliest,

Foreign investment in privatizatibn (equitizati'on) of SOEs: At present, shares
of equitized SOEs cannot be held by foreign investors. Fo;elgn investments
would make up the shortage of capital and SOEs would acquire know]edge and
technologies from foreign shareholders. It is desirable that the reinvestment in
equitizing SOEs by Joint Venture Enter puses be allowed even [hough the upper
limit of share holding could be imposed.

Acquisition of land use right: Many projects are facing difficulties in getting
land use rights. In case of industrial projects, the implementation rates of (he
licensed projects at the end of 1993 was estimated to be around 25%. In

particular, many investors have trouble of being claimed une'xpe_ct_éd expenses

for compensation. It is suggested that practical rules be worked out in deciding
land use right and compensation. The regulation on the rents of land
promulgated under Decision No. 1417 of Deccmber 31, 1994 would facilitate to
some extent

Skyrocketing price escalation for foreign investors: The rates of land use right,
charges for accommodations and office floor.rent, compensation for inhabitants
and transportation charges have been enormously increased in recent years. -
Although prices of commodities and services needed for the people's ordinary
life have becoine stable recently, prices for foreigners have risen surprisingly.
It is desirable that prices be maintained within a reasonable range for foreign
investors,. particularly in the manufacturing sector, which would create -
cmployment opportunities for local workers.

Extra preferences for investors in the Hanoi Area; Investors in the northern.
areas would be handicapped in bu1ldmg and operating their busmesses-
T herefore SOme extra pnv;leges on tax inccnuves (m rates or effecnve penod)
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tariffs, rates of various services (electricity, water supply, transportation, etc.),
price and charges for lease or rent of lands should be considered until the gap
between the northern areas and southern region is mitigated.

Efficiency in licensing procedure: The SCCI has achieved a great deal in

providing licenses for DFIs, and licensing procedures have been gradually
improved. However, there still remains room for improvement in the following
issues:

(i) A reform BOT is recommendable, because it will be required to manage
domeslic investments as well after enactment of the Law on Domestic

Investment.

(i) One-door services for both domestic and foreign investors should be
strengthened. One-door services by BOI in Thailand and MIDA in
Malaysia have been greatly appreciated by investors who want to make
contact with a singlé authorized agency to submit application documents
and to get investment licenses.

(iii) More efforts should be made to make the procedures transparent, 1t will
be effective to publish a guide book for foreign investors, which will
explain procedures and criteria for getting license, as well as information
on available land and procedures to get land use rights.

(iv) Sales promotion for potential investors is desirable, by setting up an
information gateway in the target countries for investment promotion.

Institutional organization to promote the technology transfer from foreign
investors to SOEs: One of the major objectives of inducing foreign investments
is to transfer advanced technologies to domestic enterprises. In many cases,

foreign investors would like to procure some sorts of parts, materials and

intermediate inputs domestically, but the capability of domestic producers is not
sufficient to meet the required quality by foreign investors. In such a case,
mediators could introduce such information to domestic enterprises, and
encourage them to do efforts to produce the required items. Foreign investors
would present their knowledge and technology to domestic enterprises in order
to procure the items domestically. Therefore, the establishment of an

~ institutional instcument called "Technology Mediator” could be effective to

promote technotogy transfer.

c-13



(h) Infrastructure improvement for industrial development: The level of
infrastructure is still weak, and industrial development might be obstructed 'by
such weakness. In this context, the development of industrial estates should be
implemented at the carliest, together with the improvement of the transportation
infrastructure. '

C-l4
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C.2 Promotion of Domestic Investments

1) Contents of the "Domestic Investment Law"

In order to protect and encourage Vietnamese organizations, citizens, overseas

Vietnamese, long-term foreign residents in Vietnam to make investments in various

socio-economic fields in Vietnam's territory, the Law on Internal Investment

Encouragement was promulgated on June 22, 1994, and it has been enacted at the

beginning of 1995.

Economic activities to be promoted for domestic investments have been defined

as follows:

(a)

(b)

©

Investmenl for establishment of production/business enterprises
pertaining to all economic sectors;

Investment for expansion of production scale, enhancement of
productivity, research on development and technological innovations of
existing production/business enterprises; and

Purchase of stocks and shares of business enterprises, capital
contribution to businesses including state-owned enterprises allowed (o

diversify forms of ownership.

Under the Law on Internal Investinent Encouragement {Article 7), the domestic

1nvestmcnts are promoted in the followmg m'umel

(a)
(b)
| (©

(d)

_(e)-.

()

Allocation of land in accordance with legal 1egu1at10ns on fand;
Construction of floor space in the mdustnal areas,

Establishment and encouragement of mvestment promotion funds for
medium and long-term investment loans.

Provision of investment capital by commercial banks and financial
corporations to production[business enterprises

Assistance_-in various investment promotion programs, including, (i)
consdl_tancy on management and business administration, (ii) legal

consultancy, (iii) vocational and technical staff training, (iv)

management know-how training and enhancing, and (v} provision of
economic information; .

* Dissemination and nansfm of technology

Under the Law, pnv:leges are granted to the investments in the followmg areas

(A[txcle 9y
{a)

Investiment areas :

C-15
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(1) Afforestation, perennial tree cultivation, breeding of aqua
products, and off-shore fishing; |
(i) Construction of infrastructure, development of urban public
transport, developmént of educational, training, health, and
ethnic minority cultural facilities; and scientific and technological
research; _ '
(iiiy  Processing of crop and forestry products, and aqua products;
(iv)  Manufaciuring of export products.
(b) Investments in ethnic minority regions, highlands, islands and in.other
regions with harsh living conditions; '
(¢}  Investments in establishment of production enterprises using high-tech
and/or extensive labor. '

The Government shall stipulate the lists of branches and trades in each field of
operations, as ‘well as the limits of the regions, technological norms and the
extent of labor employment, which are given preferential conditions.

Tax incentives and privileged financing are granted to encourage domestic
investment, in the following manner:

(zi) Newtly-established production/business enterprises: a 50% reduction of
profit tax for a maximum period of two years. :

(b) Re-invest in production expahsion and technology innovations shall be
exempted from paying profit tax in a year following the yéar of re-
investment. | . o

(¢)  Special encouragement projects shall be exempted from paying import
duties with respect to equipment, machinery, and spare parts/
accessories. |

The Law on Internal Investment Encouragement specifies that the investing
party shall be given priority in getting medium and long-term credits from
various investment 'promotion funds. It also ‘stipulates that the export
manufacturing enterprises pertaining to the devel'dpmcnt priority list shall be
granted export credits. However, it is uncertain' whether such funds are _
practically made available to the investors,

Recommendations on Domestic Investment Promotion
(a) The law has been promulgated. Detaited rules and provisions for

imp'lemcntaii_on should be drawn up as soon as possible.

S C-16



(b)

(©)

(d)

(e)

(f)

Since the promotion of domestic investments is closely related to the
privatization program of SOEs, promotional preferences for SOEs under
the Law on Domestic Investment Encouragement should be taken into

account.

The Foreign Investment Law should be partially amended to approve
reinvestments by the joint ventures and 100% foreign enterprises as
domestic investments.

Transfer of technology by foreign investors will contribute to the
efficient promotion of domestic investments. Thercfore, some extra
preferences (for instance, acceleration of applicétion or additional tax
incentives) should be given to the foreign investors who transfer their
technologies to licensed domestic inv_estors;

An authorized agency should be established to evaluate applications, to
provide licenses, and to encourage domestic enferprises to get
promotional preferences. It is desirable that SCCI be reorganized into
BOI which would manage both foreign investments and domestic

investments.

The most serious constraint for promotion of domestic investments is a

shortage of investment capital to ecstablish or expand productive
enterprises. It is therefore recommended to promote a "Two-Step Loan"
scheme under financial cooperation of international lending agencies.
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C.3

)]

Trade Promotion
Import and Export Control

Iimport and export control has been significantly relaxed in Vietnam. The

country is moving in the right direction in the trade policy in line with the liberalization

of the economy. This policy change would contribute to the trade promotion, however

further improvement of the environment for foreign direct investment is needed, as the

foreign direct investment is the key to promote exports of Vietnam.

(a)

(b)

Certificates for foreign trade

Forcign trade of Vietnam has long been .virtually monopolized by specified
state-designated trading enterprises. Foreign trade was recently opened to
manufacturers of export products. However, certificates for foreign trade were
required for them to export their products and to import materials for production
of the expért proc_iucts.. To obtain certificates for foreign trade, the enlerprises

must the specified minimum invested capital and minimum annual production.

These conditions for obtaining certificates have been abolished for
manufacturers. However, trading companies must still obtain certificates.
The conditions for obtaining this certificate are to have a certified minimum

working capital of 200,000 US$ and a minimum level of turnover.

Impoit permits

All products being imported into Vietnam are subject to import permits.
IHowever, except for the 15 products (in 1993) listed in Table C.07, only an
import permit issued by the local department of the Ministry of Trade located in
6 major cities, is needed. This permit is mainly for the trade statistic purpose
and is issued rather automaticatly. |

For the specified 1S products, an import permit issued by the main office of the -
Ministry of Trade in Hanoi, as well as an import permit issued by the-local
department, was required for import. In other words, these 15 products were
subject to a "dual permit system". ' o

These 15 products were subj.ect to the annual import quota determined by the

Government. However, this quota has been reviewed from time to time and

. altered flexibly reflecting changes in demands and: supplies of these products.
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Since 1994, the products subject to the "dual permit system" have been reduced
to 7 products.

(c) Export permits

Until June 30, 1994, all products were subject to export permits. However,
since July 1, 1994 export permits have been abolished except for crude oil, rice
and wood: products. Export of these three products are subject to the "dual
permit system", which is similar to the "dual permit system" for imports. These
3 products arc subject to the annual export quota determined by the
Covernment. The quota of these three products is flexibly reviewed in a way
similar to the import quota.

2)  Tariff Code

Impo11—expoﬁ_tax policies are managed by MOF. Based on proposals from the
ministries and the economic development policy of the State, MOF prepares draft
amendments of tax laws and ordinances including the Import-Export Law to submit to
the Standing Commi'ttee of _Nationél Assembly. Howe_vcr, the responsibility of
determining export and import tax as to be imposed on enterprises with foreign
investment is assigned to the Ministry of Trade in order to realize "One-stop service”
for foreign investors. |

There are cum‘entiy 28 different rates of custom duties ran.ging from 0% to
200% as shown in Table C.08. The average rate is approximately 12%, and almost
four-fifth of products are subject to 20% or lower rates.

Consumer goods are generally subject to highest custom duties rates. Custom
rates of certain categories of goods, together with examples of goods being subject to
higher rates in a category, are shown in Table C.09 to provide a general idea on the
level of custom rates ih_Vietnam. Custom rates of the goods subject to higher rates in
Indonesia and Malaysia are also'shown in the same table to make an international
comparison, As seen in the table, custom rates of consumer p:oducts in Vietnam are
ranging from 35% to 50%, except tobacco which is taxed at 120%. Custom duties of
the selected goods are significantly higher than those of Malaysia, and slightly higher

than those of Indonesm except household aluminum products.

An escalated custom rate system is adopted for motor vehlcles Under this
system, custom duties are r_cduced. according to value added. Custom duties on
completed motor vehicles are high ranging from 50% to 200% as shown in Table C.10.

' The escalated custom rate. system is also- adopted in lndonesm and Malaysn, and the
_ hxghest custom rale‘on completcd motoi- vehlcles is 200%



In Vietnam, a duty drawback and exemption system is actually working well

and contributing to export promotion. Under this system, importers are exempted from

import duties when importing inputs, or alternatively can claim refund of duties already

paid, if the products are exported after processing within 3 months.

3)

Trade Policy and Vietnam Economy

In establishing trade policy in Vietnam, some characteristics of Vietnam

economy should be taken into account. They are:

(a)

(b)

(c)

Rampant smuggling

it is observed that a huge amount of goods is smuggled into Vletnam The
rampant smuggling would be attributable to various factors, including:

* Vietnam has long border lines in coastal areas and mountainous areas;

« Tnadequate capability of the custom offices because of the hmlted number of
ofﬁcen; and poor administration; _

+ Informal financial economy in Vietnam is large, and US dollars, gold and
precious stones held by the people and not circulated in the official financial
market are considerably farge in amount. These unofﬁcml money sources
could be used for smugglmg goods into Vietnam,

It is estimated that remittances from overseas Vietnamese amount to about 500
million US$ a year, which is approximately one sixth of the monetary fund held
in the official financial market. -

Limit of effectiveness of high custom duties policy

 Effectiveness of high custom duties policy for protection of domestic industries

is quite limited because of smuggling. High custom duties result in an increase .
in costs of goods: officially imported and, consequently, domestically:
manufactured products are less competitive than smuggled goods. It should be
noted that exemption or refund of custom duties can be applied to export goods _
but cannot be applied to domestlc products competmg smuggled goods - in |
Vietnam, ' ' :

_ [mport subsmutxon and export plomotlon

Because of the prevmhng smugglmg, Vietnamese domestlc products are .
competing with smuggled goods.. In other words, ‘Vietnamese products hav_e to

_compete in both the export markets and domestic market. "Import substitution"

is, in this respect, the same as " export promotion” in Vietnam, as goods .



overcoming competition against smuggled goods can be exported to overseas
markets.

(d) Trade policy in Vietnam (Import Substitution Policy vs. Export-Oriented
Policy)

Most of the East Asian countries adopted the "limport Substitation Policy” at the
initial cconomic development stage, then subseqguently shifted to the "Export-
Oriented Policy” in the course of economic development, though the length of
the "Import Substitution Policy” period and the timing of shift to the "Export-
Qriented Policy" vary among these countries.

However, it would not be practical to expect that Vietnam will adopt the same
industrial development policies as the other East Asian countries, in view of the

~ Vietnam economy as discussed above. Vietnam is obliged to pursue both the
"Import Substitution Policy" and "Export-Oriented Policy” at the same time.
The trade pélicy of Vietnam should be established in line with this target.

This pohcy isa fundamental policy not only for trade promotion but also for
industrial development in Vietnam. It is suggestlbie that further in-depth
discussions be made on this issue by higher authorities of the Government of

Vietnam.
4 Recommendations for Trade Promotion
(a)  Promotion of foreign investments

The key issue for the promotion of foreign trade of Vietnam, especially expouts,
is to produce products competitive in the international market.. To produce
internationally competitive products, enterprises should generally have the
 following factors in their organization: ' '

"« Production facilities (machinery and equipment)
- . Products of international standards and quality :

v Market_ information for developing internationally competitive new products

+ Knowledge and skills for the management of enterprises

* Well trained working force for production of products, for -development of

‘new products, and for the administration of enterpnses

K ':Funds including foreign currency funds, to purchase ploductlon facilities, to
' develop plOdllCtS and to market these paoducts

Enteipnses in Vlctnam are genel ally iackmg most of these factor‘; As these
N factons are heid by pnvate sectors in the market-oriented economy, the only



solution to this problem would be to promote foreign private investments into
Vietnam. Know-how of production, know-how of development of new
products, and market information will initially be "imported"” into Vietnam by
direct investments, and all of this expertise will be transferred to the local
economy through local management and workers. Foreign investments would
be the "spring-board" for take-off of the Yietnam economy.

For promotion of foreign private investments, the investment environment
should be further improved and become more favorable for foreign private
investors, as discussed. in Appendix-C.1.

EPZs provide relatively more favorable conditions for foreign investors. EPZs
have a fice trade condition and liberal regulatory environment including $0-
called "one window facilities” for various procedures needed for starting an
operation. Enterprises Operating in EPZs are also provided with favorable tax
incentives. As current operation of EPZs is limited compared with the planned
capacity, the current contribution of the enterprises in EPZs to the total export of
Vietnam is still limited. However, it is expected that enterprises in EPZs will
confribute to the export of Vietnam and to the national _econom'y- when they
reach full operation.

The investment environment outside EPZs is to be also improved further. One
window facilities, at least, are to be extended to other industrial estates (non-
EPZ). It is desirable for trade promotion that provision of tax incentives and
other incentives to the enterprises operating in non-EPZ industrial estates,

should be considered by the Central Government and the local governments.

(b)

(©)

i

Simplification of custom duties rates

The existing 28 different rates of custom duties should be reduced, say, to five
or six. This will be one of the efforts to simplify the administration procedures,
The highest rates should be reduced from 200% to less than 100% in a short
term. The highest rates should be further reduced to less than 50% in-a medium
or long term to adjust to the level of custom duties in other countries.

Taxation commensurate with industiial development policy

Lowering the rates of custom duties on consumer products and materials
for processing: ' '

The high import tariff policy will make import substitution _indu.iﬂr_ies more
profitable, increase product costs, and result in an increase in smuggling.



1)

ki)

The high tariff will also prevent improvement of productivity and efficiency
of the domestic industry.

Considering the negative effects of the high tariff policy, the rates of
custom duties on consumer products, materials and semi-products for input
to production process should be significantly reduced. Even though the
custom duties are one of the major sources of Government revenue,
contributing nearly 20% of the total revenue, it is considercd that Vietnam
could gencrate a substantial amount of revenue by increasing indirect taxes.
According to the explanation obtained from MOF, change in the custom

~duties system is now promoted in this direction, namely reduction of
~custom duties rates. In 1995, Vietnam joins AFTA of ASEAN

(Association of South-East Asian Nations), and this will accelerate the
movement of lowering rates of custom duties.

Accelerated customs tariff rates on motor vehicles

‘Accelerated customs tariff rates are currently applied to motor vehicles in

Vietnam. These rates should be maintained, at least for the time being, to
develop the motor vehicle industry in Vietnam, for the following reasons:

« Motor vehicles are not casy to smuggle due to their physical size and

~ weight, and - '

« Manufacturing of motor vehicles would be akey industry for industrial
development of a country since it involves wide spread supporting
industiies. : -

Tax incentives for ¢xport promotion

Tax cohcession measures, such as investment tax credit and tax

concession for overseas market development costs, should be provided to

qualified exporters meeting certain criteria in addition fo exemption or
refund of indirect taxes for exported goods.

~ Abolishment of turnover tax and introduction of VAT

_Th_e‘Turho'\'/er Tax increases costs of domestic products and, accordingly,

competitiVéness of domestic prodhcts against smuggled goods deteriorates.
Further, the Turnover Tax paid doubly in the preceding stages in the
distribution channel can not be recouped by an exemption or refunding of
the Turnover Tax when exporting. The Turnover tax also deteriorates the
competitiveness of Vietnamese products in the international markets. For



these reasons, too, the turnover tax is to be abolished and VAT should be
introduced, instead.,

(d) Establishment of an institutional framework for trade promotion

i)

i)

Finance for foreign trade

Despite the financial reform, the majority of credits provided by the banks
are still directed to the public sectors, A significant portion of finance for
foreign trade is still being provided by Vietcombank, to which access by
small and medium enterprise is rather limited. L/Cs issued by Vietcombank
and other local banks often require endorsement by foreign banks. Local

and foreign banks require a 100% of the L/C value to be deposited for the

L/C to be issued, which in effect makes import on a cash basis., Further,
borrowers do not have sufficient mortgages to raise funds from banks.

Under these circumstances, financing for 'f01'eign trade is quite tight in
Vietnam, Improvement of the availability of bank loans including foreign
currency funds is essential for promotion of foreign trade of Vietnam.

The Government credit policy, which is still oriented to finance the public

sectors, should be modified, as the domestic funds in the official financial

market are limited. One possible solution would be to establish a financial
scheme for foreign trade. Under this scheme, fi_n'ance_ for foreign trade is
provided by a governmental agency to imporce'rs and exporters, inéluding
pre-shipment and post-shipment. This financial scheme facilitates foreign
trade of Vietnam. Finance for export is relatively more important than for
import, as it is limited to mainly weli-established exporters and still the
lending period is short, less than 6 months. Therefore, this scheme would
make a significant contribution to'expon promotion of Vietnam.

Trade insurance scheme

An export insurance scheme organized and funded by the Government

. should be considered to protect exporters from possible risks caused by

unusual events such as resmction/prohlbmon of foreign exchange or import
in the trading country, and natural dlsaster WhiCh are usually not coveled
by private msurances :

‘Export promotion agency

- Vietnamese exporters are lacking information on export markets, as

Vietnam's trading partners were mainly CMEA countries up to the mid-



1980s. Therefore, exports would be substantially promoted, if an export
. : promotion agency is established by the Government to provide information
on the western export markets to Vietnamese exporters.

A chart of inter-relationship of recommended points for trade promotion is
illustrated in Figure C.2.
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Table C.03 Licensed Foreign Investment Projects by Country
(Accumulated Number of Projects and Amount of Invested Capital until the End of 1994)

Licensed Projects Valid Projects Canceled Projects

Number Share Capitat Share Number Share Capital Share Number Shae  Capital  Share
Taiwan 193 15.86% 1,949 16.24% 172 16.73% 1,903 17.46% 2 11.11% 47 427%
Hong Kong 221 18.16% 2,006 17.22% 175 17.02% 1,858 17.04% 46 24.34% 209 19.00%
Singapore 82 7.31% 1,036 §.63% 84 8.17% 1026 941% 5 2.65% 1 0.09%
Republic of Korea 108 887% 925 1.71% Y8 9.53% 905 8.30% 8 4.23% 16 1.45%
Japan 84 6.950% 933 7.97% 77 7.49% 822 7.54% 8 4.23% 113 10.27%
Australia 53 435% 803 6.69% 45 4.38% 678 6.22% 8 4.23% 126 11.45%
France T 5.83% 835 6.56% 59 5.74% 507 4.65% 12 6.35% 328 29.82%
Malaysia 36 296% - S06 4.22% 31 3.02% 501 4.60% 5 2.65% 6 0.55%
Switzerland 17 1.40% 465 381% 14 1.36% 463 4.25% 3 1.59% 2 0.18%
Engiand 19 1.56% 428 3.57% 16 1.56% 401 3.68% 3 1.59% 27 245%
Netherland 18 1.48% 366 3.05% 17 1.65% 66 3.36% _
Thaitand 62 5.09% 275 229% 45 4.38% 233 2.14% 17 8.99% - 41 373%
Indoncsia 1} 09%0% - 160 1.33% 11 1.07% 160 1.47% '
U.S.A. 24 197% - 152 127% 23 2% 150 1.38%
Russia 52 4.27% 176 1.47% 36 3.50% 129 1.18% 17 8.99% 51 4.64%
Canada - 17 140% 163 1.36% 9 0.88% 95 0.87% 7 3% 65 591%
Belgium 7 0.58% 81 0.67% 7 0.68% 81 0.74%
Sweden g8 0.66% 79 0.00% 8§ 0.78% 79 0.72%
Islands 12 099% - 80 0.67% 11 1.07% 77 071% 3 159% 6 0.55%
Philippincs 13 1.07% 68 0.57% 12 1.17% 64 0.59% 2 106% 5 045%
Bermuda 4 033% 61 0.51% 4 039% 6t 0.50% }
Denmark 5 041% 53 0.44% 3 0.29% 46 042% 2 1.06% 7 0.64%
Belorussia 1 008% 38 032% 1 0.10% 38 0.35%
Ttaly 5 041% 29  024% 4 0.39% 28 0.26% 1 0:83% 1 6.09%
Ukraine 5 041% 27 0.22% 5 0.49% 27 0.25%
Panama 7 0.58% 27 022% 6 0.58% 26 (.24%
Germany 14 1i5% ° 33 027%. 7 0.68% 24 0.22% 7 3.70% 9 0.82%
New Zealand 3 0.25% 23 0.19% 3 0.29% 23 021%
Czechosiovakia 2 0.16% 21 017% 1 0.10% 18 0.17% 1 0.53% 3 027%
China’ 25 2.05% 18 0.15% 21 204% 16 0.15% 4 2.12% 2 0.18%
Poland 2 0.16% o 0.13% 2 0.19% 16 0.15%
Auslria i 0.08% 15 0.12% i 0.10% 15 0.14%
P. R.Koreca 3 025% 24 0.20% 1 0.10% 13 0.12% 2 1.06% 11 1.00%
U.AE. 1 0.08% 12 0.10% 1 0.10% 12 0.11%
Hungary 5 041% 9 0.07% 3 0.29% 8§ 0.07% 3 159% 8 0.73%
Liechtenstein 1 0.08% . 8§ 007% i 0.10% 8 007%
Cuba, 1 0.08% - 7 0.00% 1 0.10% 7 0.06%
Macac 2 0.16% 3 002% - 2 0.19% 3 0.03%
Norway 3 025% 2 002% 3 0.29% 2 0.02%
Brunci 1 0.08% 2 0.02% I 0.10% 2 0.02%
Latvia 2 0.16%. 1 001% 3 0.29% 2 0.02%
Israel . 1 0.08% 2 0.02% 1 0.10% - 2 0.02%
Latvia 2 0.16%: 1 0.01% 1 0.10% 2 0.02% :
Laos 2 0.16% 6 0.05% 1 0.10% . 1 001% | 0.53% 6 0.55%
Argentine 1. 0.08% 0 0.00% 1 0.10% 0 0.00% ’
Luxembourg I 0.08% 6 0.05% . : : :
Finland 1 0.08% 0 0.00% : 1 0.53% 0 0.00%
- other countrics "1 0.08% ' ; : : 2 1.06%
Tolal 1,217 12,001 ' 1,028 - 10901 189 - 1,100

Note: Amount of invesled Capiml is in Millions of US §
Source: Vietnam Information by VCCI
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Tabte C.04 Number of FDI Projects in being valid by City & Province up 1o the end of 1994

Cily & Province Number of Projects Nutnber of Project in Indusiry Coelficient of Industry
1 Ha Gian 0 0.00% )] 0.00% -
2 Tuyen Quang 0 0.00% 0 0.00% -
3 Cao Bang c 0.00% 0 0.00% -
4 Lang Son 3 0.29% 2 0.33% 1.1441
5 Lai Chau 0 0.00% 0 0.00% -
6 Lao Cai 1 0.10% 0 0.60% 0.0000
7 Yen Bai 2 0.19% 0 0.00% (.0000
8 Bac Thai 6 0.58% 3 0.50% 0.8581)
9 SonLa 2 0.19% 1 0.17% 0.8581
10 Hea Binh 2 0.19% 2 0.33% 1.7162
11 Quang Ninh 14 1.36% 4 0.67% 0.4903
12 Vinh Phu 5 0.49% 5 0.83% 1.7162
13 Ha Bac 4 0.39% 3 0.50% 1.2871
North Mauntain and Midland 39 3.79% 2 3.34% 0.8801
14 Ha Neoi 178 17.32% 63 10.52% 0.6074
15 Hai Phong 34 331% 15 - 2.50% - 07571
16 Ha Tay 12 1:17% 7 i.17% 1.001]
17 Hai Hung 9 0.88% 7 1.17% 1.3348
18 Thai Binh 4 0.39% 3 0.50% 12871 -
19 Nam Ha 2 0.19% 2 0.33% 1.7162
20 Ninh Binh 2 0.19% 0 0.00% 0.0000
Red Rivr Dela 241 23.44% 97 16.19% 0.6908
21 Thanh Hoa 4 0.39% 3 0.50% 1.2871
22 Nghe An 3 0.29% 3 0.50% 1.7162
23 HaTinh 5 0.49% 4 0.67% 1.3730
24 Quang Binh 2 0.19% 2 0.33% 1.7162
25 Quang Tri 1 0.10% I 0.17% 1.7162
26 Thua Thien - Hue 3 0.49% 2 0.33% 0.6865
North Central Coast 20 1.95% 15 2.50% 1.2871
NORTH 300 29.18% 132 22.04% 0.7551
27 Quang Nam - Danang 31 3.02% 20 3.34% 1.1072
28 Quang Hgai 2 0.19% 1 0.17% 0.8581
29 Bih Dinh 5 0.49% 1 0.17% 03432 .
30 Phu Yen 4 0.39% 2 0.33% 0.8581.
31 Khanh Hoa 13 1.26% 7 1.17% 0.9241
32 Ninh Thuan 2 0.19% 0 0.00% C0.0000
33 Binh Thuan 7 0.68% 2 0.33% 0.4903
South Central Coast 64 6.23% 33 551% (0.8849
34 Gia Lai 2 0.19% 2 0.33% - 1.7162
35 Kon Tum 0 0.00% 0 0.00% -
36 Dac Lac 2 0.19% i 0.17% 0.8581
37 Lam Dong I8 1.75% 9 1.50% 0.8581 -
Central Hignland 22 2.14% 12 2.00% 09361
38 T.P.Ho Chi Minh 384 37.35% 240 4(1.07% 1.0726
39 Song Be 42 4.09% 39 6.51% 1.5936
40 Tay Ninh 6 0.58% 6 1.00% . 1.7162
41 Dong Nai 102 9.92% a9l 15.19% 1.5311
42 BaRia - Vung Tau 35 340% 7 1.17% 0.3432
North East South 569 55.35% 383 63.94% 1.1552
43 Long An 12 1.§7% 1P 1.84% 1.5732
44 Dong Thayp 3 0.29% | 0.47% 0.5721
45 Ben Tre 6 080% | 0.17% -
46 An Giang 6 0.58% 4 (.67% I.1441
47 Tiea Giang 3 0.29% 3 (0.50% 1.7162
48 Vinh Long 2 0.19% 2 .33% 17162
49 Tra Vinh 3 0.29% 2 0.33% ~1.1441
50 Soc Trang { 0.10% { 0.17% 1.7162
51 Can Tho 9 (L88% - 8 1.34% 1.5255
52 Kien Giang 3 0.29% 2 0.33% 1.1441
53 Minh Hai 7 (1.68% 4 0.67% "0.9807
Mckong River Delta 49 477% 39 6.51% 1.3660
SOUTH 704 68.48% 467 77.96% 1.1384
OIL BLOCK 24 2.33% b 0.00% - 00000
Whole Country 1028  100.00% 599 100.00% 1.0000

Source: Vietnam Information by VCCI
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Table C.06 Licensed Foreign Investment in Hanoi City by Country

(Accumulated number and amount until the end of 1994)

Number of

Invested Capital

Country/Region Project _ Distribution (US$) Distribution

1 Singapore 14 7.87% 515,801,345 20.50%
2 South Korea g 5.00% 386,528,340 15.36%
3 Australia 11 6.18% 313,222,000 12.45%
4 Hong Kong _ 36 20.22% 252,165,933 10.02%
5 Japan 21 11.80% 179,809,400 1.15%
6 France 13 7.30% 127,087,015 5.05%
7 Malaysia 7 3.03% 102,236,000 4.06%
8 Taiwan 8 4.49% 88,597,428 . 3.52%
9 Thailand 7 3.93% 65,633,850 2.61%
10 US.A 5 2.81% 58,052,532 2.31%
11 Islands 5 2.81% 176,238,000 7.00%
12 Philippines 2 1.12% 45,150,000 1.79%
13 Indonesia 3 1.69% 35,417,021 1.41%
14 Poland 2 1.12% 15,200,000 0.63%
15 Sweden 4 2.25% 25,863,464 1.03%
16 Denmark 1 0.56% 20,575,000 0.82%
17 Bermuda 1 0.56% 19,777,491 0.79%
18 England 2 1.12% 17,170,000 0.68%
19 Netherland 5 2.81% 15,974,470 0.63%
" 20 Cuba’ 1 - 0.56% 6,600,000 0.26%
21 Russia 3 1.69% 24,001,272 0.95%
22 China 6 3.37% 2977214 0.12%
23 Panama 3 1.69% 17,450,000 0.69%
24 Belgium- 1 0.56% 1,050,000 0.04%
25 Germany 2 1.12% 1,683,350 0.07%
26 Laos 1 0.56% 686,000 0.03%
27 Switzerland 3 1.69% 460,000 0.02%
28 Argentine 1 0.56% - 120,000 0.00%
Total 178 100.00% 2,516,133,125 100.00%

Source: Vietnam Information by VCCI
Note: Amount is in US $

Accumulated number of projects and amount of invested capital (1988-Dec31,1994) -
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Table C.07 List of Products Subject to Dual Import Permit

1993 1994
1 Petrol Petrol
2 Fertilizer Fertilizer
3 Steel _ Steel
4 Cement _ Cement
5 Automobile with 12 seats or less Automobile with 12 seats or less
6 Motor cycle ‘Motor ¢cycle
7  Sugar - Sugar
& Clothes
9 Textile
10 Paper
i1 Jute bag
12 Milk
13  Tobacco
14 Electric consumer goods
15 Dynamite

. C_753



(Source)

Table C.08 Rate steps of Custom Duties in Vietnam

1 0 %
2 1%
3 2%
4 3%
5 4 %
6. 5%
7 6 %
8 7 %
9 8 %
10 10 %
1 12 %
12 15 %
13 20 %
14 22 %
15 24 %
16 25 %
17 30 %
8 35 %
19 38 %
20 40 %
21 45 %
22 50 %
23 60 %
24 70 %
25 80 %
26 120 %
27 150 %
28 200 %

Prepared from Export and Import tarrif for Commercial Goods
(Effective as of July 1, 1994)
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Table C.10 Custom Rate of Motor Vehicles

Public-transport type passenger motor
vehicle with more than 24 seats 50%

Moitor vehicle exceeding 15 seats to 24 s¢  100%

Motor vehicle exceeding 5 seats to 15sea  150%

S S 3 %4
Completed SKD CKD1 CKD2 IKD
0% 12% 6% 3%
80% 25% 10% 7%
120% 40%  20% 5%
(50% 50%  30%

Motor vehicle exceeding 5 seats 200%

*1 Completely assembled

*2 Semi knock down

*3 Completely knock down form |

*4 Completely knock down form 2

*5 Incomplete kits, using some domestic parts

{Source) Prepared from Export and Import tariff for Commerci

July 1, 1994)
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Figure C.2  Inter-relationship of Recomnmendalion Points (Trade Promotion)

< Reforn of Custom Duties >

49-{2} 4)-(3r-a 2).(D-b)
Simplification of rates| Lowering rates of Accelerated custum
of custom Custom Dutics rates on molor
vehicles
Simplification of
administeative Development of
rocedures key industey
Q\dminislra!ivc Refarm ) 4),(35.(1)
Abolishment of
_ A0 Turnover Tax and
Promotion of . introduction of VAT
foteign investment :
]
Inflow of fund from Transfer of -(3)-¢)
prersea r;%\::;gg:;[ ' . [Tax incentives for
nanagenment : . ) promoh{in of expoil
{Fi ial Ref ) '

TEREE S YY ‘hf < Institutional framework for
Reduction of premotion of trade >4J‘(4 )
cost of ~ ———~
Vietnamese {;:l‘aé"_:e for forcign .
products.. . : i .

4).(4) )
. ') Trade insurance
/ scheme

YYVY -
Strengthening . -d)-c)
competitiveness Export prometion
of Victnamese - Agenc
procucts

Yy

Increase of éxport

l | Policy measure
[.-::] Effect of policy measure

Number Section number of
recemunendation
in the chapter of "Trade
Prometion”

JAPAN 1N’I‘ERNATEONAL COOP!:RATIDN AGENCY
HANOI PEOPLE'S COMMITTEE
SOCIALIST REPUBLIC OF VIETNAM

MAST ]:.R PLAN OF INDUSTRIAL DEVELOPMENT
- IN THE HANOI AREA

Figure C.2 Inter-relationship of

Recommendation Points (dee Promouon)
* | NIPPON'KOEI CO.,, LTD ’
TECHNO CONSULTANTS, INC,

PACIFIC CONSULTANTS INTERNAT!ONAL
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PRIME MINISTER

@ (Final Decision of particularly large or strategic projecis)

- Gives final approvat
of Feasibility Studics

- Approve Prefeasibility

Studies C
. MINISTRIES/STATE
- Evluate Projects " i #
_ Forward (o SCCI COMMISSIONS/OTHER
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Licenses/Invesiment
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l

CITIES/PROVINCES
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- Forward 10 8CC1
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PARTIES
PROJECTS UNDER
PROVINCIAL/LOCAL
SUPERVISION
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JAPAN INTERNATIONAL COUPERATION AGENCY
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Figare C.3 Approval Process for Foreign
Investment Project
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