August 25, 1997; p.19). The concentration of credit into the property sector quite naturally has resulted in the
accumulation of non-performing loans in the banking sector (including finance companigs). This bad-loan
problem has further downgraded investors confidence in the soundncss of Thai cconomy, The liberalized Thai
banks and finance companics were not subjected to effective prudential discipline by the monctary authoritics in
Thailand. Thus, the baht crisis suggests the imporiance of prudential regulation in the banking scctor,

The financisl system plays a role of altecating imported capital among various sectors. If it Tunctions
efficiently, the capital inflows will kead to increased production capacity of the industrial scctors which are
expected to prevent increases in trade deficits in the future. In this case, the development plan is sustainable in
spite of heavy dependence on capita! import, However, as the baht crisis teaches us, inefMicient banking systems
divert imported capital into fulile sectors which are weak in expanding production capacity, Thus, a combination
of high dependence on imported capital and a fragile {incfficicnt) banking sector will make devetopment plans
appcar unsustainable from the long-term perspective. This situation is quite vulnerable 1o speculative attacks,
considering the existence of a high degree of currency substitution. Tn sum, countries in which development is
substantially dependent on capital impor! must pay allention to assure foreign investors that their developmemt
plan will be sustaincd without extreme expansion of trade deficits.

Current Accoun! and Financial Account of Thailand

(3 billion, %)

1590 1991 1592 1993 1994 1935 1996

Current accounts -7.28 -1.57 -6.30 -6.36 809 -1355  -14.58
(per GDP:%) 8.5 17 -5.7 5.1 56 83 83
Financial accounts .10 1175 9.46 10.50 12.18 21.90 NJA.
¥DI 236 1.84 1.96 1.57 0.88 1.18 N/A.
Portfolio investment -0.04 -0.08 0.92 5.46 2.49 '4.08 /AL
Bank borrowing 6.84 9.99 6.58 3.47 .81 16.64 N/A.

Sources  IMF, International Financial $tatistics, and Asia Develepment Bark, Asia Dovelopment Cutlook.
p P

[V. Towards a Higher Savings Rate and Efficient Financial System

As was argued in Section LI, the current Five-year Plan for economic development being
implemented by the Vietnamese government is based on rather oplimistic assumptions regarding the
inflow of foreign capital and the future direction of the trade accounl. It is our opinion that uinless
further steps are laken to mobilize domestic savings, there is considerable danger that the Vietnamese
economy will come 1o face problems associated with disequilibrium in its external accounts at a-
relatively carly stage. In any event, for the authorities to realize a stable development process it will
be necessary for the rate of domestic savings to be further increased, and for a greater fraction of
domestic capital formation to be financed by domestic savings. As was mentioned earlier, it is crucial
that the awthorities arrest and revesse the slight decline in the rate of savings that has been observed in
the data over the last few years.

Regarding policy options designed (o boost the domestic savings rate there are lwo major
candidates: :

1) Increase the tax base and hence net public savings through suitable reform of the tax system.

2) Increase privale savings through reform of the financial system.

Of course these two policy iniliatives are in no sense mutually exclusive, but rather should be
pursued concursently in a parallel manner. Of the two, tax reform is discussed in detail in Chapter 3
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by Tajika. We wish, however, to make the following points concerning taxation with regard to the
mobilization of domeslic savings, "The first point is that, depending on the system of taxation, an
increase in savings in the public sector may well lead to a fall in savings in the combined private and
SOE scctor of the economy. To date the system by which tax revenue is raised has involved placing a
heavy burden on the SOE sector, and the net cffect has been (o depress internal savings by SO¥s, In
addition, since success or failure of the current development plan turns on the ability to continue to
attract large sums of foreign investment (and direct investment in pardicular), the authoritics should be
looking (o reduce rather than increase the relgvant tax rates. In this light it is appareat that a reform of
the taxalion syslem is necessary, with the objective being to reduce the rate of taxation for
corporations and forcign investors while offsetling the fall in revenues with value-added taxation.

1. The Financial Implications of Tax Reform

In the first haif of the 1990s the tax revenue received by the government jumped, as a fraction of
GDP, from a little under 11% to just under 20%. According to rescarch conducted by the authors in
Viet Nam in March of this year (1997), the Vietnamese government does not plan to increase this
ratio further than 22% (based on information obtained in interviews at the SBV). Furthermore, in
order to avoid expanding the fiscal deficit under such a tax base it is planned that investment on the
part of (he state-owned enterprise sector will rely to'a greater extent on funding from banks.

Switching the source of funding for investment by this sector from governmeat handouts to loans
from the banking sector is consistent with the basic aims of the drive to achicve a more market based
cconomy. Generally speaking, in order for this policy to acivally play a role in promoting the
transition to' a market economy it is necessary that such bank lending does not become a “disguised
budget deficit’. Were this 10 become the case, whereby inefficiently managed SOEs are effectively
subsidized by continuows rollover of bank loans in place of direct grants from the budget, the net
effect would be a monetarization of the {iscal deficit even though the figures would be hidden outside
of the government budget. Such a situation also permits ‘soft budgeting’ on the part of firms using
bank tending. Should the practice of supporting inefficient state-owned enterprises through bank
lending instead of through the government budget become widespread, the end result would be both a
slowing in the real rate of growth and an acceleration of inflation---a disastrous situation for the
econoiny. .

At this stage it is generally felt by commentators that the Victnamese auwthoritics have largely
avoided a situation of widespread soft budgeling supporled by bank lending. If we return to Table 1 it
is seen that the twin goals of reducing the budget deficil as a ratio of GDP and decreasing the rate of
growth of broadly defined money have been achieved simultaneously. According to World Bank
figures (1995), of the total accumulated fiscal deficit of 5,823 billion dong accruing to the central
government over the years 1986~90, some 55% was financed by direct loans from the Vietnamese
central bank. Of the 12,949 billion dong fiscal deficit that was accumulated from 1991 to 1994,
however, only 7.5% was financed through such loans from the central bank.

The strength of this performance is an indication of the tightness of government control over the
lending activilies of the Vietnamese banking sector. To view this situation from anolher perspective, it
cannot be said—at least for the first half of the 1990s—that the commercial banks independently
expanded the size of their lendings or that they involved themselves actively in devetopment finance.

However in the process of development over the coming years it will most likely be necessary to
rely more heavily on the banking sector for funding needs. In order for banks to support the financial
aspects of economic development it is crucial to construct a basis for commercial banks to fulfill a
financial intermediary funclion as a result of internal preferences. If this basis is unstable the end
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result of an expansion in lending by these banks will be an increase in bad loans and problems
associated with soft budgeting funded by bank loans. It is not possible to overemphasize the
imporiance for the Vicinamese economy of systemic reform aimed at rationalization of the banking
sector. More attention is given to this point immediately below,

2. Importance of Reforming the Banking System

The banking systemn plays two imporiant roles for a sociely altempling to achieve economic
devclopment through an economic framework based upon the free market, They are:

(1) mobilization of domestic savings (particularly that which is dispersed in small individual
quantitics among economic agents), and

(2) reatization of cfficient funds distribution, and supervision and discipline of corporatc
management.

In anticipating the future direction of the Vietnamese economy it is vilal to drastically improve the
functioning of the Victnamese banking scctor from the perspective of both cnabling an increase in
domestic savings and improving the efficiency of funding allocation in the economy. In 1988 the State
Bank of Viet Nam (SBV), which up untit that time had performed the role of both central bank and
commercial bank, was broken up in order to separate central banking and commercial bank functions.
Four large commercial banks cmerged from the break-up. Furthermore, under the new banking
legislation intcoduced in October of 1990 the aulonomy and jurisdiction of the central bank with
respect to the management of monelary policy was strengthened, as was its ability to supervise banks
and financial intermediaries. These events marked the beginning of a genuinely functional two-tier
banking system. However, despile this history, the present banking sector in Viet Nam is as yet
ineffective in carrying out banking functions. This fact can be observed by considering the ‘financial
deepening’ index introduced by Goldsmith and Shaw, among others. The index is formed simply by
dividing the money supply (M2) by nominal GDP, but has proved to be incisive in measuring the
relative importance of the banking sector in the economy as a whole. While a cross section of
financial decpening in the developed countries as measured by this index shows a large degree of
variation, it is also the case that strong correlation is found between stable economic development and
progressive financial deepening,.

If we measure financial deepening in Viet Nam by this index, we can observe the measure taking
on values between 0.23 and 0.25 in the years 1994--5. From Table 1 we see that at the end of the
1980s the index was in the region of 0.16 to 0.18, the implication being that financial deepening has
progressed to some extent over the past ten years. However, it is also important to note that there has
been a period of stagnation of the value of this index since the beginning of the 1990s. For example, if
we compare the extent of financial deepening in Viet Nam with the 0.28 observed in China in 1978—
at the very start of its market economy related reforms—we see that the figure for Viet Nam is slightly
lower. However, from the start of the 1980s the Chinese economy experienced a rapid financial
decpening, the index jumped to 0.61 in 1985 and 0.86 in 1990. Incidentalty, the degree of financial
deepening given by this measure for Japan during the Rapid Economic Growth Period was around
0.80. Overall the figures suggest that the role played by the barking sector in Viet Nam is as yet
insufficient, and that there is significant room for improvement of functional ability. In order to assess
to what extent the two-tier banking system has developed it is useful to look at the ratio of total toans
to domestic agents from the banking sector to the tolal of the same from the ceatral bank. The higher
the ratio is found to be, the lower the dependence of the commercial banks and financial inslitutions
on centrat bank funding—and, correspondingly, the greater private lending activity—is. In Viet Nam
this ratio jumped from 1.5 in 1990 to 4.8 in 1995. This is slightly higher than the 4.1 recorded for the
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same in China, indicating that the two-ticr banking system is at least partially developed in Viet Nam.
Incidentaily, the ratio in Japan as of 1995 is 21.3. However, it is nccessary to bear in mind here that
the size of deposits and cash held at the central baak by the Victnaniese commercial banks is
extremely high.

Table 6 Degree of Financlal Deepening in Viet Nam, China and Japan

(M2/GDP)

Viet Nam ~ China Japan
1955 0.50
1965 o
1970 0.74
1975 0.85
1978 0.28 0.88
1985 0.61 0.92
1990 0.27 0.74 1.12
1991 0.27 0.82 L1l
1992 0.25 0.89 1.10
1993 024 0.86 1.10
1994 0.25 0.88 1.12
1995 0.24
1996 0.25

Source Horiuchi, 1995

As has alrcady been pointed out by Watanabe (1996), the slagnation of the financial deepening
index in Viet Nam cannot be explained adequately by changes in real income (real incomc has in fact
increased dramatically) or in the rate of inflation (the rate of inflation has, as we saw carlier, fallcn
sharply). The explanation is likely to lie in structural parameters in the money demand function of
economic agents and in the level of tending activity on the part of the banking scctor. It is possible
that the amount of faith that the Vielnamese people are prepared to place in deposits with banks has
not yet recovered despite the comparative absence of inflation. It is also possible that the transaction
related services provided (o holders of bank deposits are as yet insufficient. When we consider that
deposits are derived by lending on the part of banks, and that these deposits may then come to be used
as a means of savings and of settlement of transactions, it is seen that the weakness of bank lending
may translate into a tow level of derived deposits and, in consequence, of financial decpening.

3. The Twin Obiectiﬁes’ of Greater Bank Lending and Stricter Controls

The Vietnamese government has stated that it inteads to entrust the banking sector with the
responsibility of allocating funds for industry investment. According to the on-site study that we
conducted, a formal distinction has been placed between the investment plans of the government
sector and the investment plans of the slate-owned enterprises. Furthermore, the state-owned
commercial banks have becn granted the authority to conduct their own screening of applications for
funding of investment from the slate-owned enterprises. In this way, commitment towards
clarification of the standards for judging investment projects and of the responsibilities and
jurisdiction of the banks can be observed. However, it remains the case that lending from the
commercial banking sector to the corporate sector lacks vibrancy. Moreover, there is ample room for
rationalization of the lending procedures involved.

Therefore, it is hoped that in the coming period of development of the Vietnamese economy Ihe
banking sector will come to play a stronger financial intermediary and lending role, On the other hand,
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it would not be desirable for banks to undestake tending in an uncontralied or excessive manner,
Should banks come to extend funding too readily the result would be an expansion in domestic
demand not matched by that of domestic productive ability, with the net resull being the refurn of
inflation and a further worsening of the teade account deficit. At the same time, an expansion in
lending by the banking sector lacking sufficient forethought would lead to & growth in the ratio of bad
loans o total asscis and, in furn, a decline over the long term in the ability of banks to act as financial
intermediarics as well as a likely weakening of financial discipline if the ceniral bank were to atlenpt
1o rebuild the strength of the conunercial banking sector through further lending.

In this light it is scen that in order for the functioning of the financial system—and the banking
sector in particular—to be improved it is necessary thal the following two measures be adopled
simultaneously and in a coordinated manner. First, banks nwst be given sufficient autonomy and
responsibility to carry out more effectively the financial intermediary functions related to domestic
investment. However, at the same time, a ramework for control of the activities of the banks must be
constructed so as to avoid inefficient or overly expansive lending activities on their parl. In order to
achieve the latter it is necessary to improve the lending functions and information producing functions
of the banks themselves, but al the same time (o monitor the financial health of the banks from the
outside and to administer ordess to these ends. Thus a financial authorily to play this supervisory role
is required.

At present the commercial banks are required to follow rather detailed guidelines on the process of
lending as dictated by the governor of the central bank. From our on-site study the impression we
received was that the guidelines are more Jikely to make the lending process excessively rigid than to
improve the screening ability, and hence prevent growth in tending. However, as for the question of
whether it would be more appropriate to abandon these guidelines from the central bank and permit
the commercial banks to conduct their lending activities more freely, the answer must depend on
whether or not the commercial banks are thought to have developed strong screening ability of their
own. Given that the commercial banks have rather limited experience in screening loan applications,
and that Victnamese firms as recipients of these oans may be thought of as still relatively lacking in
financial discipline, it must be accepted that a degree of danger of economic distocation of the form
described above is inherent in a sudden lifting of central bank controls. In this way the importance of
steps lowaids systemic reform is clear, and these matters will be discussed in the next section.

(1) Constructing an Efficient Settlement of Accounts Sysfem

By rationalizing the setilement of accounts system which forms the core of the banking system it is
possible to increase the confidence of people in bank deposits and hence promote financial deepening.
To this end it is necessary to create a seftlement network that enables the transfer of reserve money
belween the commercial banks, including those not ewned by the state, and to link this network to the
central bank (SBV). By construcling such a system for seitlement of accounts the convenience of the
bank deposit system for the typical user is increased, causing an increase in the size of the demand for
this service. In fact il has come to the authors’ altention that a plan is already in motion for
constructing such a network for account selilement, using subsidized funding from the World Baok. It
is hoped that the plan will be implemented as fast as possible.

According to the on-site study conducied by the authors, the settlement of accounts and fund
transfer systems are being impioved at a rapid pace. For example, regarding fund transfers within the
network of each commercial bank, transfers are completed within the day on the existing network.
However, it is still the case thal the inter-bank network is underdeveloped, and that the facilities of the
central bank are employed to make such transfers. In addition there are no local inter-bank markets in
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regional areas, so the various branches must depend on the main office for fund transfers for the
purpose of adjusting fund cxcesses and shortfalls.

The development of a scttlement and transfer network with the centrat bank as the hub is a vital
policy issuc. At present even the transfer system operating within the central bank itself is inadequate,
so seltlements carried out belween the head office and local branches arc organized by area of
operation. Scen from the perspective of macroeconomy policy efficiency, each SBV branch is
effectively conducting rediscounting for the various local banks. Such a system poses dangers to the
unily of macroeconomic policy. In addition, at the level of the commercial banks and the locat
branches of foreign banks, the incfficiency of the inter-bank scitlement of accounts mechanism and
the lack of an operational inter-bank money market have led to the need for large amounts of reserves
to be held at considerable cost. Alihough the official reserve rate is 10%, in seality the sum of cash
and deposits of commercial banks held at the central bank divided by total deposils is much higher
than that figure (see Table 7). Another reason behind the surprisingly large rescrves held by the

commercial banks is the lack of eathusiasm that those banks have shown towards lending to
companies.

Table 7 Reserve Ratios of the Main Commercial Banks
{ReservesfMeposits, %)
1991 1992 1993 1994 1995 1996

Vietcombank 29 158 200 149 19.3 14.0
Agribank 05 256 338 393 525 555
BiDV _ 816 792 563 539 416 448
Incombank 129 201 167 336 312 267
Joiat stock banks 9.5 176 173 248 14.7 17.0
All banks 69 208 248 284 309 288

Nole Reserves are measured as the sum of cash and deposils with the central bank.
Source State Bank of Viet Nam

In addition, ahhough the reserve ratio (ratio of reserve holding to total depesits) sometimes appears
to be falling over time, at olher times it seems to be rising, indicaling a degree of uncertainty in
reserve holding behavior on the part of the banks. While such uncertainty surrounds the actions of the
commercial banks with regard 1o the holding of reserves there will clearly be uncertainty in the
management of financial policies based upon reserve holding behavior. In this light it is doubtful that
the use of tools of financial policy management that involve controlling the supply of reserves would
have rauch impact in Viet Nam, in contrast to the situation in America and the UK where the use of
such tools is standard.

(2) Development of Branch Offices in the Banking Sector

An effeciive means of educating people as to the convenience of holding bank deposits is the
construction of an appropriately sized banking network. While it appears (from interviews conducted
at commercial banks by the aulhors) that the individual commercial banks have considerable freedom
with respect to the establishment of new branch offices, the question is whether or not the individual
banks are able to present incentives sufficient to significantly increase deposit amounts.

That the mobilization of the savings dispersed in smatl individual quantities in the agricultural
viltages lhrough bank deposils is vital to economic development has been amply demonsirated by the
Chinese economy in the 1980s. On this poini, of equal importance to the branch network of the
commercial banks is the activilies of the credit cooperatives and the People’s Credit Fund (PCF).
From the perspective of the central and local governments, it is necessary that steps are taken to
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ensure the financial health of these smaller scale financial institutions operating in eegional areas, and
to increase their retiability through the introduction of some form of deposit insurance scheme. Some
pottion of the savings mobilized in agricultural areas can then, through the inter-bank {unds markets,
b transferred Lo the center where the demand for funds is strong and serve as input in the capital
formation process.

In the case of Japan the post office savings system was cffective to some extent in mobilizing such
dispersed funds through its nationwide network and the credibility of the state. Regarding Viet Nam,
similar results could be expected if the government were (o intervene to shore up the credibility of
these institutions, Vu Van Hoa (1997) argues that the reach of the branch offices should be actively
extended with a target of 15,000 people per branch by the year 2000, In addition, the establishment of
state-owned regional commercial banks by each local province would also likely be an effective
policy move.

(3) Eliminating ‘Repression’ of the Banking Sector

As has alrcady been pointed out many limes by a tange of specialists, the placing of unnecessary
restrictions or taxation burdens on financial intermediary institutions—the role of which in market
ceonomies is vilal-—leads to disruption of the efficient operation of the financial intermediary
mechanism. Restriction or taxation having negative impact on the financial intermediary mechanism
is knowa as ‘financial repression.” At present the Vielnamese banking sector is facing a situation
which can be described as very close to one of financial repression. In 1996 the sales tax which banks
were subjected to was abandoned. However, the tax burden faced by the commercial banks is as yet
not inconsiderable, and it is argued that this is adversely affecting profitability (Amano, 1997).

From July of 1996 the upper limit monthly interest rate for short-term borrowing was set at 1.6%,
while the upper timit monthly interest sate for medium-term borrowing was set at 1.65%. From
Ociober of the same year the (wo rates were revised o 1.25% and 1.35% respectively. Although it is
not entirely clear just to what extent the system of sciting upper limits on interest rates is effective, it
has been claimed that they serve to obstruct the efficient functioning of the intermediary role of banks
(ttao, 1997). The rationale for using upper limits on interest rates is to decrease the cost of borrowing
for those who want to raise funds, and thereby to boost the level of investment activity. However,
from the perspective of cconomic theory, to place an upper limit on interest rates is {o decrease the
incentives for banks to extend their lending programs and, in this way, to serve to actually reduce the
supply of funds to would-be borrowers. _ _

The lending interest rate restrictions and the margin (spread) restriction of .35% (monthly rate) are
a classic exhibition of financial repression. Banks lack reasonable incentives to accumulate deposits
and to extend those funds to borrowers. The Vielnamese government is presently considering a lifting
of the masgin restrictions now in place. _

Generally speaking, a strong degree of competition between banks is inked to effective operation
as financial intermediaries, leading in turn o the efficient allocation of financial resources. However,
in the case of Viet Nam the construction of a banking industry that exhibits a high degree of internal
compelition {for example, dividing further the existing state-owned commercial banks to increase the
number of viable banks) should not at the present stage be high on the list of policy priorities. Instead
the major priorities should be an increase in the operational avtonomy of the individual banks, as well
as a strengthening of their screening and supervisory functions and their ability to carry out various
operations in the financial markets. Although some Viet Nam specialists have asserted that the lack of
competition belween commercial banks in Viet Nam is responsible for high interest rates (Hao, 1996,
p. 31), it is unclear whether or not policies to encourage competition between banks would in fact lead
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to lower rates in the present eavironment.

(4} Increasing the Screening Ability of the Banking Sector

In order that banks have incentives la becone more actively involved in the allocation of funds to
the corporate seclor and to increase the efficiency with which they perform financial intermediary
operations it is ngcessary that banks (the managers and the employees) receive profit from engaging in
lending, and that the degree of exposure to risk resulting from the decisions of the bank is clearly
defined (limited). Under current regulations in Viet Nam, managers of banks that hold bad loans are
subject to criminal procedures, indicating that the state-owned commercial banks are as yel seen as a
part of the burcaucracy and bad loans as a manifestation of bureaucratic corruption. Under such a
regulatory system it is hardly surprising if banks are hesitant in the active supply of credit. These
various fonns of ‘repression’ are responsible for constraining the supply of funds from banks (o the
corporate sector.

According to the findings of our on-site study, the commercial banks avoid the risk of bankrupt
clients by concentrating their lending among the state-owned enterprises, as well as by actively
buying up government debt. Although this safely-first emphasis of the commercial banks may be
argued as having prevented the widespread bad loan problems that have been obscrved in China, it
has also deprived the corporate sector, and private companies in particular, of much nccded
investment funds. The fact that much of the funds mobilized from domestic savings are {lowing into
the goverament sector in the form of purchases of government debt and so on, and that the
goverament is controlling the distribution of these funds, is indicalive of the as yet underdeveloped
state of financial intermediaries with respect to the market mechanism. In China, while it is the case
that bad loans were created in large quanltities, it is also true that small and medium private enterprises
are a driving force behind economic development in that country. Given the situation in the banking
sector in present day Viet Nam, the challenge of securing the vilality of the small and medium
business sector will be considerable.

Faced wilh the immature state of investment project screening in the banking sector, the creation of
a system of collaleral—in particular, a coltateral system based on land-usage rights—is of great
importance. Although collaterat is important in reducing the amount of risk faced by banks involved
in the supply of credit, it is also important in other respects too. Uader a system of coltateral bascd on
land-usage rights, a debtor firm which becomes unable to meet its obligations vis-a-vis its creditors
will be forced to entertain the prospect of losing its tand-usage rights, rights which are of considerable
value. In this way, such a collateral system would become a source of discipline for borrowers.

“However, such a collateral system is not without its faults, In particular, the colateral system as it
stands in Viel Nam may cause distortions in the efficient distribution of funds for the reasons outlined
below. Firstly, it is not necessarily the case that the firms that are in possession of rights to use land
are the most promising companies in terms of investmeat prospecis. Indeed it is likely that there is a
large number of firms whick have high yicld investment projects but lack suvitable collateral and as
such are experiencing difficulties in raising funds for their ventures. Bank lending that relies solely on
a collateral system will be limited in the extent of its supply of credit. In addition, the marke1 for
disposing of land-usage rights is as yet underdeveloped, a sitwation which weakens the actual
effectiveness of the collateral system (Hattori, 1997).

There is a further problem with the collaterat system that ¢xists in Viet Nam. This is that the usage
of these rights as a means of collateral is limited to that by state-owned enterpriscs, and, moreover,
that foreign and joint venture banks are not permitted to 1ake part in the system. These restrictions
serve to hinder the effective functioning of the banking sector as a financial intermediary system. In
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order to increase the cfficiency of funding atlocation within Viet Nam, the authorities should move (o
abolish these restrictions immediately,

(5) The Problem of Bad Loans in Viet Nam

Gur on-sight study was unable to determine just how severe the bad loans problem is in Viet Nam,
‘rom anecdotal evidence received through those involved in dealing with bad loans in that country the
impression is that the problem is not particularly serious. However, according o statislics that the
authors came across in the process of the study, the scate of bad loans within the banking sector is too
large to ignore. Table 8 gives the ratio of bad loans outstanding to total loans for the banking sector.
For example, the ratio recorded by Agribank is a high 16%. For the banking seclor as a whole the
ratio is as high as 9%.

Within the total sum of bad loans, delinquent loans that have already been frozen make up a
considerable proportion. However, in the interests of a better allocation of financial resources
achieved through commercial and other banks moving to improve their loan approval and project
selection procedures, it is undesirable that such assets remain hidden in the balance sheets in a non-
transparent manner. Il would be better if such frozen nonperforming assets were 1o be shifted to a
special government account created for this purpose, allowing banks 10 continue the business of
lending from new balance sheets. In any case it will certainly be necessary to engage in rigorous
analysis as to the size of these loans and the eftect that they have been having on the lending behavior
of the conunescial banks.

As a related mallter, the expansion of credit between firms may prove to be a destabilizing factor'in
times of tight monetary policy. In a survey of 200 slate-owned enterprises, CIEM (1997) found that
55.9% of corporate debt was in the form of bank loans, while another 34.7% was in the form of foans
from other companies {figures are as of August, 1996). Thus it is scen that this kind of inter-firm
credit (accounts payable) occupies a not inconsiderable proportion of the fundraising by SOEs in Viet
Nam. CIEM (1997) raised the following concern about this situation.!

“The danger here is that should the authorities adopt a tight money position and the banks respond
by reducing the availability of credit to the corporate sector, the likely result is that firms will
compensale by increasing the amount of inter-firm credit in existence. Particuarly in the case where
these lines of credit link financially vulnerable corporations there is often a tendency to patch over the
difficulties with such measures, a siluation that will eventually lead to a loss of resources if left
untreated. This problem is not ceally a financial issue but rather one of how to effectively monitor
SOEs and of how to restructure companies (and SOFs in particular) that have fallen into financial
difficultics. ‘The probtem of how to improve efficiency in the financial system is thus closely related
to issues concerning rationalization of public management, particularly management of state-owned
enlerprises.

Within the banking system in Viet Nam, the share of the four largé state-owned commercial banks
is gradually declining, while that of the joint-stock banks is slowly rising. However, there are a
number of concerns regarding the financial health of many of the latter type. Indecd some Viet Nam

specialists believe that a few of these joint-stock banks are facing serious difficulties as a result of
overdue loans (on-site study hearing, March of 1997).

' Despite its low proportion of 34.68%, debts to other enterprises arc a widespread reality which causes

misappropriation of capital between enterprises and negative impacts on their business operations, (CIEM, 1997,
p. 65}
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Table 8 Propostion of Bad l.oans at the Major Banks

(%)
1994 1995 1996
Vicicombank 16.5 8.7 9.6
(18.0) {16.2) (8.1)
Agribank 143 13.9 16.6
(13.6) (13.3) (17.8)
BIDY 30 33 5.2
(2.9) 3.1 (£X1)}
Incombank N 9.3 12.1
%)) {6.3) (8.2)
Other banks 36 3.0 KN |
(6.1) (2.5) {3.0)
Total 9.6 1.7 9.1
(9.7) (6.6) (7.5)

Note The ratio is that of overdue loans to total loans. The figures in parentheses give the corresponding ratio
for the stale-owned enterprise sector,
Source  State Bank of Vict Nam

(6) Supervision of the Commercial Banking Sector by the Central Bank

As we have seen in the preceding discussion, the amount of bad loans in the banking sector has
reached an uncomfortable level in Viet Nam., On the other hand, it is hoped that through their lending
activities these banks will be abte to play an important role in supporting the investment activities of
corporations over the coming years. However, unless steps are taken to improve the screening abilities
of these banks to a sufficient levet, such an expansion of lending can only serve to worsen the
problem of overdue loans now being expericnced. For the present the major issue for the commercial
banks is this required improvement in the ability to evaluaie loan applications.

However, even more important is the monitoring and supervisory rofe that the central bank must
play vis-A-vis the commercial banking sector as a whole. In particular, rules of operation to prevent
such financially irresponsible actions as the concentration of an excessive amount of investment in
particular firms by a given bank will need to be established and implemented. Rules to ensure the
financial health of banks such as restricting the fatio of deposits to own capital to 20% or vader,
restricting tolal lending to an individual entity to under 10% of own capilal, restricting total Ioans to
the top 10 borrowers to under 30% of total loans, and limiting total loans to 70% or less of the total
value of collateral, are already in place.

In 1990 Viet Nam experienced a widespread loss of confidence in bank deposits among the general
population resulting in runs on many banks. In the end, a majority of the 7,000 or so credit unions
including agricultural credit unions were either liquidated or were forced (o suspend operations
(Watanabe, 1996; Hattori 1997). This experience ted to a general loss of confidence in deposits al
banks and other financial institutions, with this particularly the case in the farming villages, a loss that
may not have completely been overcome even today. Given this situation it is likely that a system of
official state-backed deposit guarantees for holders of deposits (a deposit insurance system) would be
effective in mobilizing domestic savings. In fact it is the case that relative to the commercial banks the
joint-stock banks are forced to pay a comparatively high rate of interest on deposits (notes by
Vietnamese delegation, 1997, p. 7). Through the introduction of a system of deposit insurance it
would be possible to eliminate this kind of premium and hence allow the private banks to compete on
a leve! footing with the state-owned commercial banks. Of course in addition to the public deposit
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insurance system it will also be necessary to create a body for the purpose of supervising the financiat
health of the commercial banks. Without a system of supetvision operated by the central bank or the
like, a deposit insurance system will introduce 10 the banking scctor an clement of moral hazard.
However it scems to be feasible for the central bank to establish such a monitoring cnlity to supervise
the publicly and privately owned banks, given its existing abilities.

Generally speaking, there appears to be some degree of scale merit effect operating within banking
industries. In order to construct an efficient banking system, then, it is preferable for it to be
comprised of a somewhat limited number of large banks (banks that are able (o establish a banking
network over a relatively big region) rather than a large number of small banks. Also, according to a
report on Viet Nam (notes by Victnamese delegation, 1992, p. 10), there exist joint-stock banks in
which SOEs are the controlling stockholders. Here there is danger that funding wilt be concentrated in
the firm which is the controlling stockholder. Furthermore, it appears that some general corporations,
the establishment of which is being promoted, are moving to own banks as subsidiaries. Thus it will
likely be necessary to implement rules that prevent the appearance of “institutional banks” which
concentrale lending and fund supply into a given firm.

{7} The Importance of the System of Long-Term Finance

It is generally held that fund raising and lending activities on the part of the Vietnamese banking
sector arc concentrated in the short term. According to those directly involved, it is not thought to be
strange to scek to fund an investment project of relatively long duration with extremely short-term
means of fund raising. This tendency appears to be particularly strong in the case of Iending to private
corporations. However, it is certainly not the case (hat state-owned companics are exempted from the
need for long-term funds, According to CIEM (1997), of the 200 SOEs thal were covered by the
survey some 91.5% were experiencing difficulties in the area of long-term funding. However, the
nature of the difficulties were more related to procedural formalities (74.9%) than to high interest
rates (63.4%) or to the lack of coltateral (29.5%) (pp. 65~66). These results supgest that, in the Tield
of long-term funding, while the limited availabitity of funds is thought to be an issue there is also a
problem with the efficicncy of those instilutions that would serve as intermediaries for long-term
finance.

In addition, if we look at Table 9, which contains data that was obtained by the authors, the share of
long-term loans in total loans extended was a litlle over 30% on average for the years 1994~96, which
is certainly not a low level. On the other hand, in June of 1996 the governor of the central bank called
for the share of medium- and long-term loans by the commercial banks to be increased further. This
directive seems to imply that the authorities are as yet dissatisfied with the share of medium-to-long-
term loans in the economy.

Theoretically, there are two different aspects to the issue of long-le;m finance which must be
considered. The first is that, as has long been emphasized; investment projects with’ long maturity
pertods require funding that is raised over a similar duration. In order to achieve this goal the problem
of the maturity transformation abilities of the commercial banks comes into question. Clearly in this
tespect long-term funding is of considerable importance. What is 1o be emphasized here is this issue
of maturity transformation from the perspective of development of the Vietnamese economy,
However, at the same time it is useful to pay altention to the rofe of the term of finance in disciplining
the corporate governance of the firm attempting to raise funding. Generally speaking, when the
potential borrower has management control problems one effect is a high degree of risk for a woutd-
be lender providing long-term funds, The reasen is that it becomes relatively difficult to ensure that
the long-term funds are not consumed in an inefficient manner by the managers of the firm. In
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contrast, if the maturily of the loan is shorter the lending institution will then have better monitoring
opportunities, iven that appropriate pressure can be applicd to management at the time of rollover of
the loan. In summary, then, given a situation where control of management remains an issue in the
corporate sector and where the monitoring and supervisory abilitics of banks are as yet
underdeveloped, there may in fact be difficultics associated with overly zcalous promotion of long-
term funding.

In our opinion, the reason that the lack of long-term funds has not been a padticularly serious
problem for the Vielnamese economy is that many investment projects undertaken by the corporate
scctor have been of cather short maturity. However, as the Vietnamese economy enters into the second
slage of economic development the lack of long-term funds will become more of a concern. Thus it
will be necessary to take steps to increase the efficiency of management control within the corporate
sector, and, at the same time, to encourage changes to the financial system as a whole in order to
provide for more active maturity transformation.

YTable 9 The Relative impontance of Long -Term Lending
{share of medium- and long-term loans in total loans, %)
1991 1992 1993 1994 1995 1996

Victcombank 10.3 12.1 19.8 M2 32,9 26.7
(0.0) (0.0) 0.0) (2.5) (4.6} (3.7
Agribank 6.5 6.9 26.4 294 313 2
{0.4) (9.4 (42.1) (42.9) (51.3) {42.8)
BIDV 73.8 76.7 758 70.8 55.6 53.3
(1.7) (2.9) (0.6) (9.4) {12.6) (9.1)
Incombank 38 63 135 i6.1 18.6 20.1
(4.1) ©.3) (22.0) (30.5) (25.9) (26.2)
Joint-Stock 0.0 1.0 44 19.5 18.1 234
(0.0) (0.0) {0.0) {0.0) 0.0) (0.0}
Tolal 16.7 183 29.8 37.0 342 324

(0.9) (1.7} (15.4) (2L.7) {23.8) {21.2)

Note Figures in parentheses give the share of funds raised by bond issuc in total funds raised, the latter being
the sum of the former and deposits (%).
Source State Bank of Viet Nam

At present in Viet Nam the statc-owned commercial banks have permission to issue debt
instruments, with the BIDV issuing one-, Iwo- and five-ycar bonds and Agribank and Incombank
issuing one- and two- year bonds in order to raise funds. In Table 9 both the ratio of long-term loans
1o total lending and the ratio of debt issues in total fund raising are shown for the different
commercial banks in Viet Nam. According to the information contained in this table, for BIDV and
Vietcombank—both of which are relatively heavily involved in long-term tending—the level of
dependence on debt issue is actually relatively low, where as for Agribank—for which the opposite is
true—the dependence on bond issue is relatively high. This imbalance is cause for some concera. In
order to accommodate a smooth inceease in the amount of long-term lending, it is necessary to
mobilize relatively long-term savings through bond issves on one hand and on the other to build into
the system a means of ensuring that the maturily transformation performed by any one bank is nol too
greal. One way of achieving these goals simultaneously that we are able to recommend is the
establishment of a long-term credit bank system.
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Box §
Regarding the Long-Term Credit Bank System

According to the traditional view of cemmaicial banking, it is thought that the banking seclor should
concenlrate only on shorl-term lending, while the raising of long-term funds should be carricd out on the stock
matket. However, the amount of time that it takes (0 ¢reate the fundamental conditions necessary for the stock
market (o begin to function in an effective manne is quite considerable. In addition, it is not casy to transform
holders of smalt deposits into investors on the stock market, As a zesull it is necessary to make use of the
relatively well-developed banking system in the process of supplying the requited long-term funds to sustain
economic development.

With a long-term ceedit bank, the establishment of which we are proposing, the issue of boads is favored, the
maturity of which tends to be longer than that of deposits, and the funds thus raiscd are then used for long-term
tending to corporations as a specialist operation. If we suppose that the average matutity of bonds issued by banks
is somewhat shorter than that of the investment projects being funded, then by having the commercial banks hold
cven a small part of the bonds issued by the long-term ceedit bank it is possible to expand the amount of maturity
tcansformation carried out by the financial system as a whole. The central bank can aid in this process of
apgregate maturity transformation by lending to the commercial banks as security on the purchases of bonds. In
this way the liguidity of these bonds is improved and hence maturity transformation is still further eacovraged.

Although the role of the long-term credit baok in maturity transformation is perhaps intuitively obvious, we
pause here 10 give a simple numerical example as further explanation. The hypothetical bank (hal we consider
here is able to make the average maturily of its assets equal at most to twice the average maturity of its liabilities.
In addition, we assumc that potential holders of deposits wish to hold their money in deposils of onc-year
malutity, and that there are only two types of bank loans, a onc-year product and a five-year product. The one-
vear {resp. five-year) loans will be teferred to as short-term (resp. long-term) loans. In the economy we consider
there is a total of 100 units of deposits supplicd. With the assumptions that we have made regarding the ability of
banks to transform the maturity of funds, the implication is that banks can at most supply 25 units of savings
towards long-term lending. In this case the average maturity of deposit liabilities of the commercial banks is one
year. On the assct side of the balance sheet, the average maturity of loans, given that three quarters are of one-
year maturity and one quarler are of five-year maturity, is two years (sce Figure A below).

Next, let us suppose that the goveroment establishes a long-term credit bank. The long-term credit bank
operates by issuing bonds of 2.5-year maturity and lending the funds raised in this manner 3s loans of 5-year
maturity. In this way the term of assets is exactly twice that of its liabilities. However, according to our fisst
assumption, holders of deposits do not wish to purchase bonds with maturity this long. Instead, the ‘commercial
banks scrve as investors in buying the bonds issued by the long-term credit bank. Suppose that the commercial
banks use the 100 units of savings they have collccted to lend x units in the form of long-term loans, y units to
prichase bands from the long-term credit bank and the remaining 100 (x + ¥} unils as short-term loans. Since
the maturity transformation ability of the commercial banks is a factor of 2 we end up with (he following
incquality:

2x100 = 5x + 23y +(1004.r— y)
or

100= 4x + 15y

However, total long-term loans in this economy is the sum of that lent directly by the commercial banks, x, and
that which is lent by the long-term credit bank, y. Making use of the above inequality we have

3
+ys25r—y
x+y S)
By considesing this inequality it becomes clear thal the amount of fong-term lending in this economy will

increase wilh y, that is with the amount of bonds issued by the long-term credit bank that are purchased by the
commercial banks. For example, if the commercial banks buy 40 units of bonds (y - 40) the total possible

anmount of long-tenm lending for the economy (x + y} is 50 units. If the commercial banks buy 50 units of bonds
then the total possible amount of loag-term Yending for the economy incieases to 56 units (see Figure B).
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Figure A Maturity Transformation by the Commercial Banks
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Figure B Maturity Transformation by the Long-Term Credit Bank (x = 40)

The issvance of relatively long-term bonds by banks is important from the perspective of enabling
long-term funding. However, thete is a limil o the extent (o which banks will be able to sell bonds of
long maturity to houscholds who on one hand are the ultimate suppliers of savings and on the other
hand exhibit strong preference for relatively short-term, highly liquid assets. Instead it may well be
more effective 1o have a given bank, such as the BIDV, issue medium-to-long-term bonds which are
then purchased by other banks in order to engineer a division of labor in maturity transformation. The
bank that issues these medium-to-long-term bonds would then be able to concentrate on relatively
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tong-term lending to the corporate sector without having to concern itself excessively with the
problem of maturity transformation. Furthcrmore, the banks which raise funds through the
accumulation of liquid deposits could concentrate their activities in short-term lending on one hand
and purchase of medium-to-long-term bonds on the ether. Such lending would not involve an
excessive degree of maturity transformation. In fact the long-term credit bank system is thought to
tave played an important ‘division of tabor” role in Japan during the Rapid Fconomic Growth Period
by mobilizing savings dispersed in snall quantitics and responding to the long-term funding needs of
Japan’s corporations.

(8) Feasibility of the Securities Market

In November of 1996 a decree was issucd for the establishment of the National Securitics erd
That such a degree was issucd makes clear the perceived need on the part of the Viclnamese
government for a stock markel in order to promote economic development. This raises the question of
whether or not it is appropriate for the Vietnamese authorities to expend large amounts of energy on
programs ainied at advancing the growth of a stock market,

From the perspective of creating a balanced financial system it can be argued that rather than just
working on the improvement of the indirect financial system of which banks form the core, it is
necessary to create and develop the primary markets which deat with the issuing of stocks and bonds
and the secondary markets in which previously issued securilies are traded. Certainly to have such 2
securities market up and running in a flexible manner would in itself be a contribution to the
efficiency of the financial system. However, in order to realize the benefits of a fully functioning
securities market, a supporling legal structure is indispensable. In a securities market—a market
which must harness the funding potential of an arbitrarily large number of investors—there is the
need to encourage rational behavior on the part of investors, to ensure full disclosure of information
by firms and to enact a set of laws concerning fair trade and the protection of investors. Furthermore,
in order for the typical investor to become familiar with lcading on a stock market a cerlain period of
learning is required. The Vietramese economy may well lack the reserves necessary for the
fulfillment of the prerequisites outlined above.

In conclusion, then, the Vietnamese authorities would be best served for the time being by
concentrating their efforts in making the banking seclor more efficicnt and thereby constructing a
financial system that delivers stable intermediary services through the banking sector. At the same
time, the enactment of a legal framework aimed at supporting the development of a stock market
should proceed gradually. Thus the authors support the view of the deputy governor of the State Bank
of Viet Namy, 1.e Van Chan, in his opinion that, in view of the underdeveloped state of the financial

system, the rapid introduction of a stock market would al this stage be inappropriate (Viet Nam News,
May 1997).

V. The Sequence of Reforms to the Financial Sector

In the previous section we looked at the present condition of the financial system in Viet Namanda
number of problems associated with i, as well as considering which direction reforms to the system
should take. In this seclion we study specific plans for reform and the sequence in which these plans
should be carried out in the light of the present situation in Viet Nam. It must be recognized here that
reform of the financial system—and reaping the benefits from such reform—will not be achieved
overnight. As such the Vietnamese authorities must for the time being pursue economic development
in the absence of a complete financial system. At the end of this chapter we consider measures, albeit
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temporary, which aim to boost efficicncy of the financial intermediary function of banking taking an
incomplete financial system as given.

1. Basic Elements of Reform Sequencing

In order to finalize a plan for implementing reform it is necessary to first be clear about the point of
deparlure (the present siluation) and the destination (the goal). In other words, it is necessary to know
the stage of the Vietnamese economy in ils move to a market-oriented system, and what kind of
financial system is desirable for Viet Nam. The Vietnamese reform has already ten years of history,
the results of which have to be the base of the future reform. Reform agenda to attain the identified
goal and sequence of the implementation must be formulated carefully.

{1) Point of Departure

Table 10 outlines reform measures on the part of the Victnamese authorities taken with espect to
the current fiscal and monetary situation that are either already implemiented or are moving towards
implementation. First, in 1988 commercial and central bank functions were separated into different
institutions, marking the beginning of two-liered banking in that country. In the ensuing period
speciatist banks were turned into commercial banks, and the establishment of joint-stock banks, joint-
venture banks and branches of foreign banks was encouraged.

Reform of the tax system, a cessation of subsidies to state-owned enterprises and a reduction of
other expenditures enabled a reduction in the size of the deficit and hence a fall in the rate of
inflation—policics that had cnormously beneficial effects on the cconomy. On the financial side,
monelization of the budget deficit by the central bank was ended and direct loans from the central
bank (o state-owned enterprises was ceased. The authorities have also been successful to some extent
in imposing discipline on the lending aclivilics of the state-owned commercial banks.

In addition to normalizing real prices the various exchange rates have been unified and the dilferent
interest rates have also been ‘normalized.’” More specifically, the rea! interest rate has been made
positive and the system of different discriminatory lending rates by sector has been abandoned.
Furthermore, in 1996 the previously inverted yield curve returned to normal.

As ‘we have just outlined, the Vietnamese financial system, based on a two-tiered banking sector, is
now of a framework that is more-or-less appropriate to the free market system. However, as was
pointed out in the previous section, there are a number of systemic problems associated with the
workings of this financial framework.

{2) Destination

The goal of reform is 1o create a strong foundation in terms of fiscal and monetary systems for
future development of the economy. Present needs are for a financial system based on an efficient
banking sector, allocation of funds with a view fo industrial development and the mobilizalion of
domestic savings. In this connection there is a need for more active funding activities on the part of
the commercial banks. Efficient behavior in the banking sector will likely become the cornerstong of
economic development in Viet Nam over the coming years.

At the same time, however, it is critically important that cvery measure'is laken to ensuse that the
activities of the banking sector in no way encourage soft budgeting by economic ageats. If bank
funding is directed to inefficient companies or to prolonging the life of companies in need of
assistance the end result will be a loss of financial health in the banking sector and possibly bail out
measures from the central bank. Such a situation would be marked by falling productivity in the
corporalte sector on one hand and inflation due 1o excessive money creation on the other, In attempting,
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to transform its economy to one operating on market principles it is important that the Vietnamese
authoritics avoid this situation at all costs. In summary, then, the goal (destination) for policy makers
is to enconrage an active financial intermediary role on the part of banks on one hand and to construct
a framework whercby bank funding is prevented from contributing to sofl budgeting on the part of
firms.

Table 10 Reform of Fiscal and Financial Systems Already Underway in Viet Nam

_Arca of Reform | Details of Reform

Macrocconony * Establishment of Land-Usage Rights
* Reduction of fiscal deficit
* Unification of forcign exchange rales

Viscal Seclor * Enactment of ODA Procedures Law

* End of monctization of deficit by cenlral bank
" Higher tax revenue through the first tax reform
» Secondary tax reform (value-added tax, ete)’

* Creation of PIP (Public Investmient Program)

SOT: Scetor * Liberalization of industrial goods prices

* Eind of subsidies from the current account

* Division of ownership and management {est. GC, enactment of bankruptey law)’

1 Promotion of competition through new entry’

Financial Scctor * Establishment of two-ticr banking system

» Centralization of banking organtzation

» Achicvement of positive real interest rate, positive lending to borrowing interest rate
spread

* End of scetoral interest rate differences

= Normalization of yicld curve relationship (biw. long- and short- -lerm rates)

s Establishment of inter-bank local and foreign corrency markets’

* latroduction of trade in shost-term government paper’

* Reform of Banking Law’

Note Items marked with an asterisk are currently in progress.

This last point is one that concerns not just the banking sector or eve:i‘lhe financiat system as a
whole, but also the entire economic system in Viet Nam. The core pnnc:p!e of the free markel system
is that cconomic agents are free to pursue their interests through trading in markets, as well as taking
responsibility for the trades that they make. This principle is what leads to efficient resource
allocation on the part of the market. Thus within the financial sector too it is necessary that the range
of both autonomous judgment and responsibility (and indeed protection) by corporate fund users and
individuals as well as the banks and other financial institutions is clearly established. This requires
very general taws and administrative regulations regarding financial dealings. Of course the reforms
of individual features of the financial system and improvement of these more general laws and
procedures {the infrastructure, as it were) must be undertaken in a parallel manner.

To date the Victnamese authorities have made vigorous efforts to reform the financial sysiem in a
number of ways (see Table 10) and have already achieved a measure of success. However, it is also
true to say that the reforms that have been casried out so far, such as ending monetization of the
deficit and adjusting the interest rate system, are administrative level reforms that are relatively easy
to achieve. In the future it will be necessary to undertake the more basic systemic reforms, padicularly
reform of the accounling, supervisory and settlement of account systems. These reforms should be

implemented as carly as possible as the amount of time required o achieve the desired resulfs is
extremely long.
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2. Developing the Functions of the Central Bank

The central bank must maintain the anti-inflationary stance that it adopted at the beginning of the
1990s. It is also nccessary that the bank continue to intervene when appropriate in the {oreign
exchange markets in order to prevent large flucluations in the valug of the dong. Fusthcrmore, as well
as aiding in the development of financial markets and the banking system, the cenlral bank must begin
to diversify the existing range of tools of monetary policy in order to prepare for operation under a
more complex financial markel mechanism. In discussing reform of the central bank it is possible to
make a rather broad distinction between reform related to macroeconomic policy and reform related
1o preservation of stability within the financial system.

(1) Systemic Reform to Increase the Effecliveness of Monetary Policy

The appropriate sequence for reform in this area is (a) establishment of a seftlement system, (b)
development of the inter-bank financial market, () introduction of tools for policy operations within
that inter-bank market, and (d) establishment and development of a securities market. OF these, (a)
and (b) can and should be implemented simultancously. The convenience of holding bank deposits for
poteatial holders of accounts will be improved by (a), and as such will aid in the mobilization of
savings that are dispersed in small individual quantities. Of course (¢) is to be pursucd after (b), with a
view to the idea that sooner or later there will be the need for a system of policy management which
carefully controls the supply of reserves and thus controls the shorl-term interest rate in the inter-bank
market,

(2) Systemic Reform to Improve the Stability of the Financial System

The central bank needs not only to increase its ability to imptement monetary policies, but also to
strengthen its abilily to maintain stability in financial markets. In this connection the following
sequence of reforms is lo be recommended: (a) standardization of accounting procedures, (b}
strengthening of the cential bank’s ability to Su'pervise and monitor the actions of the other banks and
financial institutions, and {c) the inlroduction of a system of deposit insurance and clarification of the
procedures invelved in settling liabilities upon default. OFf these (a) is the most basic, and there is a
need for standardized accounting not only in the [inancial system but in the corporate sector as well.

Reforms (b) and {c} are refated in the following way. A system of deposit insurance for deposils
held at banks will increase general confidence vis-d-vis the banking sector and hence serve 1o
mobilize domestic savings. However, it is vital that appropriate supervisory powers are given (o the
financial authorities at the same lime in order to ensure that the financial health of the banks is
maiatained. In addilion it is also important to have proper public procedures in place to deal with
default by banks. In particular, in the casec where banks raise money by borrowing from foreign
lenders a lack of transparency in these matters will serve 1o worsen the conditions under which {unds
are raised and to make stable fund raising difficult,
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Table 11 Procedures for Reform of the Financial System: Strengthening the Functions of the Central Bank

(1) Strengthening of anti-infationary policies
- Monetary control based on lending restrictions
- Conlinued intcrvention in the foreign exchange markets (the dollar peg)

4

(2) Imwprovement of the system of aceounts scitfemont

- Better networking within banks

- Improved network between commerical banks and central bank

- ‘T'ransfers between central bank accounts

- Betler inter-bank networking

- Promotion of bills of exchange, improvement of clearing house system

b 4

b 4

(2A) Reorganization of the central bank
- Improved supervisory (unclion
- Introduction of hub & branch system
- Better fund management abifity
- Stronger financial survey ability

{2B)} Standardization of accounting
- Clarification of the accounting
procedures of banks and
financial institutions

b 4

(3A) Improved supervisory functions
- Stricter entrance regulations
- Regulations concerning financial
health

b _4

(3B) Improvement of inter-bank market
- First thal of local market
- Devclopment of calt market:
short-term fund comipanies
- Promotion of bills, checks
- Market for trade in bills
{liberalized interest rates)

(4) Improvement of safety net
- Establishment of rules concerning
central bank intervention
- Introduction of deposit insurance

h_d

(5) Development of securities market
- Establishment of exchange, firms
- Development of markel for trading
short-fenm government paper
- Development of international market
for mediumylong-term instruments

h. A

(6) Diversification of monetary policy tools
- Control of SBY leading rate
- Opea market operations
- All-around interest rate liberalization
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3. Strengthening of Commerciat Bank Operations

In order for the market mechanism to continue to develop in Vict Nam il is necessary that the
financial intermicdiary role of the banking system is further stiengthened. While on onc hand
mobilization of domestic savings is proceeding apace as the level of confidence in bank deposits rises
and economic activity in general grows stronger, on the other, funding operations for the corporate
sector are in fact weak and this is manifested in dissatisfaction on (he part of those who would raise
funds through banks. As a result it is desitable that policy measures designed to stimulate bank
lending should be taken. For example, there remains a lack of transparency in the present collateral
system as il perfains to lending to the cerporate sector. (In August of 1996 a number of rules
concerning collateral were enacted. However, banks are nol yet free to dispose of land and other real
estate acquired through the collateral system. In addition, private firms are in a position of
disadvantage vis-a-vis the state-owned enterprises on matiers concerning collatesal.)

However it is not necessarily the case that a growth in bank lending will improve the present
situation. The reason is that the financial health of firms in Viet Nam is beset by instability and a lack
of transparency, making evaluation of the prospect of investment projects a difficult task for the banks.
In other words, a rapid increasc in lending in line with expansion in demand is likely to lcad 1o a
problem of soft budgeling on the part of firms. There is no easy answer to this problem. However,
necessary conditions for an expansion of lending are: immediate systemic reform with a view o
improvement in the clarily of operational aspects of the (mainly state-owned) enterprise sector, and
the construction of a framework for basing the evaluation of loan viability.

In addition the operations of the commercial banks should be concentrated around lending to the
commercially viable aclivities, and policy-based finance should be separaled out. A mixing of policy-
based finance operations and commercial operations is cerlainly not an efficient approach. However,
in order to carry out such a separation there is a need for a large human capital base trained in banking
operations. Hence it would be preferred for this separation to be carried out after a longer period of
experience in funding activities has been acquired.

Expectations regarding the banking sector’s role as a provider of long-term funds is growing. A
large flow of long-term lending from banks into the corporate sector will bring about a mismatch in
the maturity of assets and liabilities held by banks. In this light there is scen to be a need to construct
a system whereby banks which are endeavoring to supply long-term funds are able to raise them
through the acquisition of relatively tong-term liabilities. Under the present syslem in Viet Nam it is
possible for banks to issue bonds of rather tong maturity. However, the amount of such bonds which
banks are able to induce general investors (individuals) to hold is very limited. The reason is thal
indjvidual savers tend to prefer to hold their assets in the form of short-term and highly liquid
instruments. In reality the banks have been issuing such boids, and buying them up from holders
when necessary in order to ensure their liquidity. In this way the actual effect of acquiring liabilities
in the form of bonds issued is no difierent from holding them as deposits. In such a situation
extension of long-term finance by banks is restricted.

In this connection it is our recommendation that a long-fesm credit bank system be introduced.
Under such a system a ceitain bank—the BIDV, for example-—would specialize in supplying long-
term finance with funds being raised in principle only through the issvance of bonds. Furthermore, the
commercial banks should then be permilted to procure these bonds issued by the long-term credit
bank, and perhaps even be forced to do so as a fixed proportion of funds raised through deposits. In
olher words, the primary investors in the bonds issued by the long-term credit bank would be the
commercial banks, on the basis of funds raised through the collection of deposits. Commercial banks
would then be mainly concerned with short-term lending operations as welt as the purchase of these
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bonds. It would appear reasonable to also permit the commercial banks (o issue bounds if they so
desired.

‘fhe aim of this system would be to create a specialist long-term lending institution and a clear
means for maturity transformation to take place. By direcling the funds raised by commercial banks
from mobilization of savings through the collection of deposits into these bonds rather than dicectly
into long-term toans to industry il becomes possible to mitigate the matusity mismatch problem. By
selling large quantitics of such bonds to the commercial banks, the long-term credit bank—-which is
entirely funded by these bonds--would help to overcome the problem of mobilizing long-tenm savings.
Of course, as has been witnessed in Japan, the benefits prcividcd by such a system decrease over a
long period of cconomic development, during which the ultimate suppliers of savings come to hold a
relatively large amount of assets. The reason is that these savers are then in a position to actively hold
such long-term savings instruments. However, given the present level of development in Viel Nam,
the existence of a specialist tong-term credit institution would provide significant benefits to the
economy. o

If the undeslying means of allocating funds for industry is to be the markel mechanism then there is
a need for strengthening of the autonomy of management in the corporate sector. It is perhaps best if
strengthening of the autonomy of management of SOLis on one hand and the statc-owned commercial
banks on the other are undertaken simultancousty. Puring this process there will be a need to scparate
the socially motivated aspects of operations within the commercial banks from (hose undertaken for
profit, and for the former to be transferred to a newly created policy-based finance institution.

4. Preliminary Policy Measures

In this section we have discussed the sequencing of reorganization of the financial system in Viet
Nam from a long-term perspective. These measures recommended by the authors are by no means
unique, but rather are delivered in the light of the role played by the financial system in the process of
economic development for a wide range of countries. The recommendations coincide with those of
many advisory bodies, such as the World Bank and the IME, and specialists.

However, regardless of whether we ate discussing Viet Nam or any other country, it remains true
that an efficicnt and stable financial system cannot be built overnight. In the intervening few years (at
teast) prior to the formation of a relatively complete financial system, the Vietnaniese authorities must
consider how to go aboul the process of capital formation under a less than perfect system. In other
words, there is a nced to avoid a sitwation where an expansion of loans aimed at supporting
investment by the corporate sector results in a growih of delinquent loans because of poof screening
and monitoring capabilities on the part of individual banks. Below we discuss briefly appropriate

intermediate policy measures during the period when the Vietnamese government must cope with an
underdeveloped financial and banking system.
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Table 12 Procedures for Reform of the Financial Systern: Strengthening the Funclions of the

Commercial Banks

(1) Establishment of corporate aceounting standards
- Compulsory submission of certain
financial statements on bank borrowing
- Development of auditing and chartered
accountancy systems
- Auditing of banks and public firmis according to
internalional standards

+

{2) Reform of the collateral system
- Development of registration system for
land-usage rights and building ownership rights
- Development of a system of collateral based on
asscts other than real estate
- Enabling of liquidation & collateral appropriation
- Discretienary division & disposal of the assets of SOEs
- Unification of Jand-usage right to a transferalile one
- Reform of laws related to collateral, its appropriation

'

-— | Establishment of defaull,
tiguidation procedures

Establishment of rules
for bad loan disposal

i

(3) Improved monitoring by financial authorsities
- Establishment ef clear rules regarding enlry
- Compilation of public list of financial regulations
- Enactment of rules to ensure sound management
- Classification system for finance by risk
- Introduction of early monitoring system
- Auditing of state-owned banks by internat. standards
- Auditing of the central bank
- Resulls of audis presented to National Assembly

Greater avlonoay for
SOE management

- Higher own capital

- Clarification of
managment
responsibilitics

+

{4) Improvement of credit appraisal by banks
- Training of bank managemenl in project screeniog
- Training of lower Ievel operatives in same
- Creation of manual on evaluation procedurcs
- Development of montoring techniques

(5) Establishment of
long-term eredit bank

'
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Table 12 (continued) Procedures for Reform of the Financial System: Strengtiening the Functions of
the Commercial Banks

(6) Greater commercial oricntation of banking sector
- Liberalization of accounts, transfers, setement
- Pastial deregulation of interest rates

(liberalization of regulations on spreads)

- Clarification of profit retention -
- Boosting of convenience of bank deposit use [ 7 D_c\.'elopmcnt of
- Alterations to system of incentives securitics market,
- Clarification of management responsibilities short-term govt. paper
- Clear distinction between managerial markel
responsibifities and punishable offences
- Netional Assen iy appooval of appointmuesis and dismisals
- More VYND denominated opesations by foreign banks
- Improved branch office system
- Strengthening of capital basc of banking system
(8) Separation of commeicial and policy-based finance Securitization of SOls
- Establishment of specialist P-BF institution - Sep. management
- Scparalien of P-BF functions from commercial and gwnership
banks

- Est. system of
- Separation of P-BF from administrative organs astim. firm value

- Rulgs on cooperative Ninance, lendiog to sunset - Implementation of
industries securitization prog.

¢

Privatization of SOEs
- Fostering of private
corporations
- Implementation of
‘ privatization prog.

(9) Development of stock market
- Establishment of securities firms
- Opening of stock exchange
- Implementation of securities management,
monitoring system
- Issue of corporate bonds
- Issue of corporate stocks

(1) Use of Syndicated Loans ‘ .

In a situation where project evaluation and lender monitoring capabilities within the banking sector
are not abundant, means must be found 1o economize on the need for these skills in a rational manner,
One possibility is that a number of banks cooperate in extending a loan to some given project (this is
knows as a syndicated loan). In extending such a loan the usual practice is that a division of ‘labor’ is
emplayed whereby one bank is responsible for arranging the loan, screening and evaluating the

126



investment project and monitoring the firm while the other banks entrust these tasks to the initiating
bank and are responsible themselves simply for extending funds. [n fact this would likely work in
practice with a bank such as the BIDV, which has a comparatively targe amount of experience and
history in the evaluation of investmen projects, serving as the cenleal organizing baok. However, in
the final analysis, lending is not limited to a specific investment project or to a certain set of
conditions, but rather involves supplying funds through the syndicated system to a firm as a whole
entily. The net result, then, is that a large number of banks are able to extend their lending operations
without being required to draw on their screening or monitoring abilities. This type of syndicated
lending practice was widely obscrved in Japan during the Rapid Econemic Growth Period.

(2) The Role of Foreign and Joint Venture Banks

Foreign banks bring to Vict Nam a diverse lending experience as well as superior knowledge and
skills in the fields of project evaluation and monitoring. The same can be said for joint veaturc banks.
As a result, Viet Nam, where screening and monitoring skills are as yet underdeveleped, should seek
to make use of the financial intermediary activities of these banks in a rational maaner. Table 13 gives
the shares held by different banking groups in the Vietnamese economy. While the share of lending
and deposits held by the foreign and joint venture banks has been on a slow upward trend, the actual
level remains tow. One of the reasons for this low level is that the activities of such banks are strictly
regulated by the authorities. For example, the land-usage rights collateral system docs not extend to
banks of foreign ownership. In addition, these banks are permiilted to accept dong denominated
deposits of up to only 20% of total own capital.

However, it is now desirable to create conditions whereby these banks will be encouraged to
commit a greater amount of funds to the Vietnamese economy. Of course it is preferable from the
perspective of the Vietnamese that the foreign and joint venture banks refrain from cream skimming,
or lending only to certain high performing companies at the expense of loans to firms exhibiting a
higher degree of risk. In this connectien it is advisable for the authorities to consider providing
incentives for the foreign and joint venture banks to become more involved in retail and other aspecls
of banking in order to draw them info a more deeply integrated position in the domestic financial
sector. While the domestic commerciat banks lack fully developed financial intermediary skills it is
advantageous (o encourage the domestic lending activities of these banks and in this way to
supplement the financial intermediary abilities of the domestic commercial banks.
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Table 13  Shares of Lending and Deposits In the Banking Sector

(%)
R Y991 1994 1995 1996
Total Deposits 100 100 100 100
State-Owned Commercial Banks | 88 80 16
Agribank 27 26 23 22
Incombank 27 24 20 20
BIDYV 16 22 19 18
Victcombank 21 16 18 16
Joint Stock DBanks 6 8 9 10
Joint Venture Banks 1 2 3 3
Forcign Banks {branches of) 2 2 8 11
Total Loans 100 100 100 100
State-Owned Commercial Banks 89 85 75 M
Agribank 18 18 17 17
Incombank 29 33 3 25
BIDV o 4 3 8
Vietcombank 36 30 24 24
Joint Stock Banks ? 11 15 14
Joint Venture Banks i 2 3 5
Foreign Banks (branches of} 3 2 7 7

Source  State Bank of Viet Nam

V1. Conclusion

In this report we considered, mainly from a financial perspective, the necessary conditions for the
continuation, under a decentralized market economy, of the slrong economic growth that the
Vietnamese aulhorilies presided over in the first half of the 1990s. Qur opinion has been that there is a
need for the comraercial banks to adopt a more active role in mobilizing savings, gencrating an
efficient allocation of financial resources and encouraging disciplined behavior on the part of firm
management. To this ead there is a need, however, for syslemic reform with a view to imp’roving the
intermediary ability of the banking sector itself, as well as reform of other related systems such as the
monitering function of the central bank and the management situation at state-owned enterprises. In
these arcas our policy recommendations are more or less in line with those given by the World Baak,
the IMF and other such bodies. It is hoped that the Vietnamese authorities will embark as soon as
possible on the legal and systemic revisions described in the report-—taking into consideration the
discussion on sequencing given in Section S—revisions that are indispensable for improving the
financial intermediary functions of the banking seclor. _

However, as we have emphasized a number of limes in this report, it will take a considerable
amount of time before these systemic reforms overcome initial inertia. Over the next few years the
Vietnamese avthorities will have no choice bul to proceed with tasks undertaken predominantly by the
commercial banks, such as mobilizing domestic savings and allocaling the financial resources that
drive ccononiic development, in the knowledge that the financial intermediary abilities of these banks
are as yet underdeveloped. In this reporl we have indicated a number of policy oplions that may be
pursued in the inlervening period. They include (1) the introduction of a long-term credit bank, (2) the
adoption of a system of syndicated loans, and (3) active use of foreign and joint venture banks.
Regarding these intermediary measures implemented from a shorl-term perspective, it is important
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that grandslanding be avoided and that these policies also take into accaunt the interests of the long-
term developmeat of the financial intermediary role of the commercial banking sector.

Finally, we would like to express our hope that the proposals for policy and its management that we
have discussed herein are, at least to some extent, of beaefit to the Vietnamese government.
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Reexamination of Financial Policies in View
of the Observations in Savings and
Investment Survey of Households - 1997

Shinichi Watanabe
International University of Japan

Tatsuya Ono
Mitsubishi Research Institute

| . Introduction

This paper reexamines some of the issues of financial policies in view of the observations obtained
by the Savings and Investment Survey of Households implemented from April to May in 1997
(SISH97).

One of the central questions asked repeatedly in Vict Nam concerns the domestic savings. Why has
the domestic savings/GDP ratio remained low? The growth ratc of real GDP has been steady,
increasing from 5.1% in 1990 to 8.6% in 1992, then to 9.5% in 1995. Inflation rate has declined from
67.5% in 1990 to 12.7% in 1995. A targe number of empirical studies in various economics have found
that such macroeconomic development causes the National Savings/GNP ratio to increase. In Viet Nam,
however, the National Savings/GDP ratio has remained siagnant after 1993 at around 17%. In
particutar, the Non-government Savings/GDP ratio declined from 14.6% in 1993 to 11.9% in 1994 and
remained at the same low level in 1995, Why has the Non-government Savings/GDP ratio remained
low?

While the Survey itself is an attempt to discover the basic facts about savings and investment of
households, it is expected 10 help us make some important progress toward answering the question
about savings. As is described in detail in the Appendix, the SISH97 is distinct from all other surveys
conducted in Viet Nam in its focus on savings and investment behavior of the household sector. It is
much more explicit in the inslitutional environment in which savings and investment decisions are
made by individual households, From the perspeclive of institutional environment, we can classify
various possible reasons for the low savings rate into (wo categories. One is the lack of an effective
economic mechanism which supports savings of individuals, or the lack of 2 mechanism which links
individual savings to aggregate savings of the household sector as a whole.! For instance, the lack of
depository institutions accessible by residents limits the choice of savings instruments available to
households. As a consequence, a large amount of savings may end up with the “crops in the backyard”

! Non-government savings consists of the business sector (retained eamings and depreciation) and savings of the
houschold sector. But the breakdown of the non-government savings is not available.
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(which are couated as consumption, rather than investment, in National Income and Product Accounts
in Viet Nam) or “the bricks in the backyard,” that is, investment with low or negative rates of relurn.
The other calegory is the existence of a mechanism which deters individual savings or a mechanism
which docs not link individual savings to aggregate savings. One such mechanism is the existence of
the well devetoped informal credit market of consumption loans among houscholds. The existence of
active borsowings and lending among houscholds in consumption loan market creates good savings
instruments for individaals but it does not tead to positive savmgs for the household sector as a whole.

The information contained in the VI.SS is quite helpful in evaluating these institutional constraints
imposed on individuals, The most intriguing fact in the VLSS in view of savings behavior is the
porifolio of assets held by households: 47.7% in gold and dollar, 22.3% in dong cash and dong
denominated financial assets, and 25.3% in non-monetary assets. Gotd and dollar occupies 2/3 of the
monetary assets held by houscholds. Dong cash is 10.6% and savings (in stock) at depository
institutions is only 7.9%. The access to depository institutions is extremely limited.

Furthermore the VI.SS shows that most financial transactions of houscholds take place through
private arrangements which are outside the contro! of SBV. On average, 42.3% of borsowings is {rom
private individuals without interest, 28.5% from private individuals (money lenders) with interest,
22.7% from banks, 2.6% from cooperatives, 3.9% from others,

Such observations in the VLSS reveal the possibility that the economy is trapped in an inefficient
monctary equilibrium in which the importance of gold and dollar, limited aceess fo depository
institutions, the existence of well developed informal credit markets, and the low saving rate are all
interdependent each other. Furthermore, such an cquilibrivm may be quite unstable and the economy
may slip into hyperinflation by a small external shock because of the flight from dong to dollar or gold.
The policy implication of such an equilibrium is far reaching. The first and absolute priorily must be
given to the policy o stabilize inflation and foreign exchange rate and to build the confidence in dong
among houscholds.

However, various evidence has begun to show up lately which seems to indicate the emergence of
the economic conditions in Viet Nam thal allows Government to place more weight on other policy
objectives for development with refatively less concern for inflation. Deposits at commercial banks
increased 36.1% during 1995. This value is much higher than 5.2%, the growth rate of currency held by
public during the same period. In real terms, after adjusting for the 12.7% inflation rate during 1995,
the real deposits outstanding at the end of 1995 increased by 23.4% from a year earlier, while the real
currency balance declined 7.5%. :

Emergence of these new facls indicates that the economy may be moving out of the inefficicnt
monetary equilibrium. A fundamental change may be in progress. The key parameter in this change is
the increase in confidence both in dong and a fragile banking system, or, more basically, the confidence
in the government macroeconomic policies. Even a serics of recent scandals invelving top management
of commercial banks can be interpreted as a proof that a good progress has been already made in
banking, in the sense thal we can expose the weakness of the existing banking sector and prepare a new
stage of development. This would have been simply impossible in 1993.

In this paper we rcexamine the foltowing policy questions on the basis of the SISH97 data:

1) Why was Viel Nam so successful in reducing its inflation rate? Does the low inflation rate in

1997 imply that the economy of Viet Nam is now less vulnerable to inflationary shocks to the

ecotomy?

2} Does gold still dominate the postfolio of monetary assets of houscholds?

3) Is there any evidence in the SISH97 which helps us design belter banking policies?
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4) s the saving rate low? If so, in what sense? What policics arc necessary Lo increase it??

I} . Inflation Policy

Why was Viet Nam 5o successful in reducing its inflation rate? Is the coonomy more robust to
inflationary shocks? In this section we will examine these questions by using the microeconomic data
of VL.SS93 and SISH97. Is there any evidence in the basic cconomic conditions of houscholds which
helps us clarify these questions? As is always the case for the analysis of inflationary episodes, the
crucial variable we need 1o look at is the real money balance of houscholds.

Tables A10 in the Appendix for the household panel common to both VLSS and SISH show the
changes in the real money (dong) balances held by individual households in Viet Nam in the past 4
years.? Table 1 is its simplified version.

Table 1 Transition of states of households in currency (dong)

0: houscholds without stock of cutrency
+ houscholds with positive stock of currency
fraction (0): fraction of houscholds without stock of currency
fraction (+): fraction of houscholds with positive stock of currency
State of monetization {dongization):
(fraction (0), fraction {+)) = (0.551, 0.449)  in VLSS93
(fraction (0), fraction (+)} = (0.104, 0.896)  in SISH97
Transition probabilitics

SISH97
0 L
0 ~Dazs 081
VLSS893 + . 0013 0.927

We can obsesve from Table 1 the extent of the progress of monetization {(dengization). In the
VLSS93 the fraction of households with positive stock of currency {dong) was only 44.9%. In the
SYSHO7 it has reached 89.6%, that is, doubled almost exactly. The transition probabilities matrices
show that 87.1% of the households without the stock of currency has moved from the state “0” to the
state “+” and that only 12.9% of the households has remained in the samc state “0”, indicating deep
and extensive monetization. On the other hand, 92.75 of the houscholds with posilive stock of
currency in the VLSS93 has remained in that state in the SISH97.

Furthermore the quintiles of VLSS and SISH show a momentous shift of the distribution of the
currency per househald between the two Surveys:

% The questions we ask in this paper do not exhaust by any means the information we could possibly extract {rom
the SISH97 data. The Appendix of this paper collects some of the early results obtained from the SISH97.

3 This section is based on the balance sheet data of the 771 households common to both VLSS93 and SISH97. It
evaluates the changes in the financial activities of the household sector in Viet Nam over the four years from 1993
10 1997.

133



Table 2 Values of five quintiles
hh: houscholds

V1.5593 SisHo7!
gy 425hh 80hh
Quintile 1 (154kh): [0, 0] {03 59] (74hh}
Quintile 2 (154kh): [0, 0] 159 ; 341]
Quintile 3 (154bh): [0, 45] (37hh) (345;965) .
Quintile 4 (154kh):  [50, 300] (590 ; 2,628]
Quintite 5 (155hh):  [300; 29,000)° [2,635 ; 103,489}

The average currency held by a household has increased from VND307,000 to VND2,558,000
between VESS93 and SISHI7.° The difference belonged to the government as the seignorage revenue.”

Tables computed for Urban/Rural Areas and Regions in the Appendix confirm that the dongization
is a nationwide phenomenon, catching almost all segments of houscholds,

However, the facl that almost 90% of the houscholds now have positive dong stock indicates that the
rapid monetization process driven by a higher demand for real currency balance is now close to
completion and the monetary deepening will take place through different channels, such as banks or
other financial institutions. One important policy implication of this observation is that the room to
finance government budget by seignorage revenue is now much more limited than it was four years ago.

In this sense, the economy is more prone to inflation if the central bank prints more moncey to finance
government budget deficits.

lii. Gold Policy

While gold is being used less frequently as a medium of exchange for transactions of durable goods
and houses,® Table 3 shows that the fraction of houscholds with positive stock of gold remains almost
the same for the natior as a whole, a couple of points higher than 30%

'l he values of the SISH are divided by 1.347, which is equal to CP[(December, 1996)[CPI(Dacembcr 1993).

There are 21 houscholds at 300. Three of them are included in Quintile 4 and 18 in Omnhle 5.

Thu value of the SISH is after adjusting for inflation.

T cp1 (December, 1996) / CPI (Dacember, 1993) = 1.347. In 1996 VND, the total seignorage revenue over the
four years = (VND 3.0 million-VND 0.3 millionX1.347) X 15 million {hh) = YND 39 trillion. Since GDP in
1996 was VND 259 tritlion, roughly speaking, the total seignorage revenue of the government over the four years
was about 15 % of GDP in 1996, or, about 4 %of GDP each year.

® In case of transactions of motorbikes, the frequency of the use of dong, dollar and gold in the SISH data is found
as follows:

1994 1995 1996

dong 26 (.65) 60(67) . 87(78)
dollar 4(.10) 5(.06) 4(.09)
gold 10 (:25) 24(27)  20(.18)
Total 40(1.00)  89(1.00) 111(1.00)

The use of dollar is limited 1o transactions in Hanoi except for 1 case in 1997, The use of gold is found exclusively
in the Souih,
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Table 3 Transiion of the stales of housecholds in gold

0: houscholds without stock of gold
+:  households with positive stock of gold
State of gold hoarding:
{fraction (0), fraction (+)) = (0.674, 0.326) in VISS93
(fraction {0), fraction (+)) = (0.686, 0.314)  in SISHY7
Transition probabilities

SISHg?
.0 S+

.0 0712 0288

VISses 0633 0367

However, the transition probabilities matrix reveals that 63.3% of households which kept positive
stock of gold in 1993 no longer keep gold in their asset portfolios, and that 28.8% of households which
were in the state “0” in the VLSS93 moved to the state “+” in the SISH97. A substantial change has
taken place in the composition of households with positive stock of gold.

Furthermore, while the fraction of households without positive stock of gold has remained virtually
the same for the nation as a whole, Table 4 for Urban and Rural Areas reveals that this stability hides
important changes which have taken place in Urban and Rural Arcas.

Table 4 Hoarding and dishearding of gold, Urban vs Rural areas

hh: households
Urban Area (216hh) )
State of gold hoarding:
(fraction (0}, fraction (+)) = (0.370, 0.630) in VLSS93

(fraction (0, fraction (+)) =(0.713, 0.287) in SISHY?
Transition probabilities:

SiSH
-0 ot
0 0.688 0312
VLSS + 0.728 0.272
Rural Area (555hh)
State of gold hoarding:

(fraction (0), fraction (+)} = (0.793, 0.207)  in VLSS93
(fraction (0), fraction (+)} = (0.676, 0.324)  in SISH97

Transition probabilities:

SIS$97
_ 0 . F
Y . - 0716~ 0284
viessey o v - 0.522 0.4718

In the VLSS93, the fraction of households with positive stock of gold was theee times higher in
Urban Area (63.0%) than in Rural Area (20.7%). But the two areas have become much more
homogencous in the SISH97, because of a large amount of dishoarding of gold in Urban Area and an
increase in gold hoarding in Rural Area.

In Urban Area the fraction (+) has declined from 63.0% to 28.7% and in Rural Area it has increased
from 20.7% to 32.4%.
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It is curions to know why such asymmetric changes have occurred in Urban and Rural Arcas. One
natural inference is that there was a targe difference in the mongtary environment between the two
arcas in 1993, but that the two areas have been intcgrated much more closely by 1997, As a
conscquence assct porifolios become similar between urban and rural households.

Such inference is partly supported by Table A17 in the Appendix Il which shows the porifolio of
assels per houschold by Current Expenditvre Quintile. While there arc more urban households in
Quintile 4 and more rural households in Quintile 2, the fraction of gold in the portfolio of money and
financial assets for Current Fxpenditure Quintiles 2 and 4 takes on similar values 37.8% and 42.3%
respectively.

However, Table A19 also indicates that there still exists a significant difference belween the two
areas in the accessibility to deposit facilitics. Houscholds in Quintile 5 in Urban Arca have bank
deposits substantially higher than those in Rural Area or other Quintiles in Urban Area, We will come
back to this point again in the next section,

Lastly, note that the stability of fraction of households with positive stock of gold for the nation as a
whole does not imply that the amount of gold per household has also remained the same. Table A17
shows that, on average, gold per household has increased from VNI 784,300 to VND 1,853,400 over
the four years. Roughly speaking, $37Smillion (=VND 1.1 million X 15 million / 11,000 /4) worth of
gold has been imported every year.” However, it also shows that the importance of gold in the portfolio
of moncy and financial assets has declined from 62.9% to 29.6%, and that the fraction of dong
currency among the monelary assels has increased from 14.4% to 41.4%. The positien of the US dollar
is now negligible in the portfolio of assets.'

What do such observations imply for gold policy? Given that monetization (dongization) is close to
completion, demand for quasi-money (that is, savings instruments easily convertible 1o currency) will
grow faster than demand for currency with income growth,'' While it is clear that gold import is not an
efficient mechanism to meet such demand for safe savings instruments from the viewpoint of the
cconomy as a whole, the prohibition of gold imports may simply ead up with higher smuggling. The
real gold policy must be sought in the policy of creating atlractive savings instruments casily accessible
by households. We will discuss this issue in the next section, Banking policy.

[V. Banking Policy

Viet Nam seems to have entered the stage of development where establishing effective financial
intermediaries are crucial for further development. Monetary deepening with currency seems to be
coming to an end. Monetary deepening with gold imporls worsens the trade imbalance, which could
destabilize the development process itself. The demand for higher real money balances must be met
with deposit facilities of financial intermediaries. Are there any evidence in the SISH7 which helps us
evaluate the nature of the interface between households and banks and other financial institutions?

Given the significant nationwide progress in monelization (dongization) and the substantial
dishoarding of gold in Urban area, the numbers in Table 5 is not only disappointing but also puzzling.

® This is approximately equal to 30 tons of gold. {1 ounce of gold = 31.1g, the price of gold per ounce is from
$350 to $400.) Domestic production of gold is less than 1 ton.

' As is shown in the table for each province, the sum of dollar nates and dollar deposits takes on the value larger
than that of gold in Haooi. Dollar is exceptionally strong among houscholds in Hanoi.

" The fraction of gold held by houscholds in Quintiles 2 to 4 is significantly larger than that of households in
Quintile 1,
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No progress has been made in the number of houscholds with positive deposits in banks and other
depository institutions, the fraction (+) being equal to 5.1% in VISS23 and 4.9% in SIS1197
respectively among the households panel.

Table 5 Transition of the slates of households in deposits in banks

0:  households without deposits
+: houscholds with positive deposils
State of gold hoarding:
(fraction {0}, fraction {+}) = (0.949, 0.051)  in VLSS593
(fraction (0), fraction {+)} = {0.951, 0.049} in SiSH97
Transition probabilities

SISH97
o+
0 0962 = 04038
VLSS93 + 0.744 0.256

Transilion probabilitics malrix shows that the transition from the state “0” to the slate “+" has
occurred only to 3.8% of the households without deposits in the VL8893, 96.2% of them have
remained without deposils, The state of “having no deposits” is highly persistent. Bul the state “+7 is
not. Among thos¢ with deposits in the VE.8593, 74.4% moved from the state “+" to the statc “0”. Only
25.6% keep deposils in the SISH97. In words, banks have not attracted many depositors, but have lost
3/4 of a small number of depositors they had in the VI.S593.

Why is it that banks were not able to provide deposit facilities to many houscholds? Table 6 splits
the entire sampte houscholds of SISH97 into two categoties by the possession of deposits and
compares their economic characteristics in various dimensions. The fraction of houscholds with
positive deposits is slightly tower for the entire samiple households, being equal to 4.6%.

One of the striking facts in Table 6 is the size of bank deposits per houschold for the households
with deposits. The average size of deposits per household is VIND19,432,000, four times larger than the
sum of cash and cash equivalents, that is, curreacy, dollar and gold. It is even higher than their annual
current expenditure or the total value of durable goods they possess.

. The allocation of zero’s in the two columns in Table 6 reveals one important fact: the sate of return

of deposits dominates the rates of return of traditional interest earning assets. This is based on the
following observaticns. On the one hand, houscholds with deposits have only a marginal Loans to
hos/hui, no Personal 1oans with interest , no Debts to ho/hui, negligible Personal debts with interest and
no Debts to money lenders. It is clear that households with aceess to deposit facitity of banks substitute
bank deposits for tradilional interes! earning instruments,” On the other hand, households without
deposits have a significantly targer value for each of the traditional interest earning assets. Combining
these two observations, we can conclude that deposit facititics of banks are available or useful only to
those households which are rich enough to deposit a targe amount of money in banks. In effect, there is
a minimum deposit size that is binding in the portfotio decision of a houschold.

2 An informal credit arrangement commonly important for both classes of houscholds is borrawings and lending
without intcrest. Personal loans without interest seem to be governed by social factors other than interest income.
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Table 6 Households with/without deposit(1,000VND)

With deposits Without deposits
Number of houscholds(5) 71(4.0) 1,717(95.0)
Current income 26,366 14,005
Currenl expenditure 17,431 10,055
Currenlt savings 8,936 3,051
Investment in real assels 11,363 4,061
Invesiment in moncy and other fin. Assets —1,945 169
Currency(VND) 2,152 2,510
Bollar($1=VND11,000) 310 46
Gold {1 Chi=VNDS500,000) 2,595 1,856
Deposits in banks and other financiatl Inst. 19,432 0
Loans lo ho/hui 8 103
Personal loans without interest 90 157
Personal loans wilh interest 0 222
Accounts receivable 110 319
Durable consumption goods 16,649 5,470
Durable equipment 1,330 2,213
House and land 195,349 74,062
Total assels 248,209 88,487
Debis to banks and other financial Inst. 35 736
Debis to hothui 0 50
Peisonal debts without interest 602 631
Peisonal debts with interest 1 232
Accounts payable 52 308
Debis to government ] 93
Debis to money lenders 0 153
"Total liabilities 735 2,189
New worth 247,474 86,298

{simple average)

The policy implication of this observation is rather straightforward. We need to eliminate the
minimum size constraint of deposits. The banking policy must be designed in such a way that banks
benefit from attracting small depositors and that households benefit from depositing even a small
amount of money in banks. Obviously the present regulation on the inlerest spread contradicts with
such requirement, -

On the liabitity side related to Debts to banks and other financial institutions or Debts to government
in Table 6, however, the situation is quite different. Those with deposits are not borrowing from banks
nor government. The borrowers are the households without deposits. For the household sector as a
whole, the supply of funds collected through deposits is VND11,7trillion and the fund offered to the
households sector through banks is VND10.6trillion. In net, about VNDI.1trillion is channeled to the
non-household secior through banks and other financial institutions. Since GDP is YND258.6tritlion in
1996, VND11 . 7trillion is about 4.5% of 1996 GDP and VND1.1trillion is 0.4%.

. VND195,349,000 X 0.04 X 15millien

138



V. Savings Policy

Table 7 shows the relationships between income (or cxpenditure) classes and savings and investment.
Following the logic of permancnt income hypothesis, we can interpret the table with Curremt
Expenditure Quintiles as reflecling the income status of houscholds in the long run. The table with
Current Income Quintiles reflects the temporary effects of transitory income.

Table 7 Savings and investment (1,000VND)

Current expenditure quintile

1 2 3 4 5 Total
Currend income 3,2454  6,692.9 99117 168%.0 357716 14,496.2
Current savings(l) 1,284.5 2,5239 2,7181.7 4,869.6 9,292.4 4,148.5
Current savings(2) 8230 1,819 11,8273 3,064.3 1,824.8 2,473.3
Accumulation of real assets{1) 1,4490.8 2,240.7 3,0480 3,866.5 11,1603 4,350.6
Accumulation of real assets(2) 988.3 1,5487 20936 2,061.2 6,693.1 26754
Accumulation of monetary assets —116.9 484.6 —382 1,1566 —1,063.4 84.9
Gift 48.4 2014 228.1 153.5 865.0 287.0
Savings rate(1)(%) 396 317 28.1 288 260 28.6
Savings rate(2)}%) 254 274 18.4 18.1 13.5 17.1
Current income quintile
1 2 3 4 5 Total
Current income 1,438.7 5,481.3 9,637.8 16,5551 39,4436 14,496.2
Cureent savings(1) —-1,476.8 10825 1,965.9 4,002.7 15,1985 4,148.5
Current savings(2) —-1,8163 620.4 930.2 2,0126  10,641.0 24733
Accumulation of real assets(1) 1,881.6 14344 2,7503 4,251.3 i1,454.8 4,350.6
Accumulation of real assets(2) 1,542.1 9723 1,7146 2,261.3 6,892.3 26754
Accumnulation of monetary assets -3,126.6 —231.7 6597 104.3 4,350.2 849
Gift 231.8 120.2 124.7 3529 606.5 28720
Savings rate(1}{(%) —102.6 19.7 204 24.2 38.5 28.6
Savings rate(2)}(%) —126.2 11.3 9.7 122 27.0 171

Current Savings (1) is the value of savings when the purchases of durable consumption goods such
as motorbikes and TV’s are counted as a part of the accumulation of real assets rather than current
consumption. Curcent Savings (2) is the value of savings when they are included in the current
consumption.” Theoretically correct savings should fall between these two values. Whichever concept
is used to measure savings, investment in mon¢y and financial assets is the same, heing the difference
between savings and investment in real assets.

One interesting fact about the savings rate in Table 7 is that its value is lower for househotds in
higher Quintiles in Current Expenditure. As for Savings rate (2), it takes on 25 1o 27% for Quintile 1
and 2, but only 13.5% for households in Quintile 5. This implies that househelds in higher Current
Expenditure Quintiles spend a targer proporiion of their income to purchase dutable consumption
goods in comparisori with households in lower Quintiles.

The average savings rates of the household sector are 28.6% and 17.1% for Savings fate (1) and (2}
respectively. These values themselves may not be very low. But households invest most of these
savings into accumulating real assets, mostly to purchase or repair houses and land. As a consequence,
accumutation of monetary assets which are used as vehicles to transfer resources from the household

' fa the macro statistics, purchases of durable consumption goods ate couated as a part of cusrent consumption.
This approximation does not scem to be good for low income countries.
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seclor (o the business and government sectors becomes exteemely small, only 0.6% of current income.
At present the financial surplus of the houschold sector as a whole is only of a negligible size.

Table A23 in the Appendix provides additional evidence on the interface belween households and
formal and informal financial institutions. It shows (1) how a houschold allocates its financial surplus
among various financial assets including gold and (2) how it finances its financial deficits, when it has
financial swrptus or deficits in certain months. That is, it describes the linkage between financial
surplus or deficits of a houschold with the changes in its financial assets and liabilitics.

We can find that, when a household has a financial surplus, it splits the surplus mostly to increases
ils cash (76.0%) and gold (10.8%) and parily to reduce ils debis (9.9%). When it has deficits, it
finances the deficits mostly by reducing its cash (78.9%) or gold (5.7%) and increasing its debis to
relatives or friends (4.8%) or banks and other financial institutions (2.89%) or seliers (2.8%). Again the
contact of houscholds with formal financial iastitutions is mostly limited to small amount of
borrowings."”

Many policy alternatives exist in such a siluation. If housing investment is given a priority, then the
household sector should not be expected Lo produce substantial resources for investment in the business
sector, Major source of growth of enterprises must come from its own retained earnings or foreign
investment. IT investment in enterpriscs is given a priority, then a set of policies are necessary to induce
houscholds to invest mare in monetary assets rather than purchasing houses and land.

Problems will be tess severe if priority is given to investment in houses and land, since  there exists
a well developed informal credit market.'® But that policy is also with some problems. There is some
reason to suspect that land price bubbles have already been built into the portfolio of assets of
houscholds, Table A17 in the Appendix shows thal the fraction of the real assets {most of which are
real estate) is 93.3% of the total assets in the SISHI7. It was 25.3% in the V1.5593, although tand was
not included in the VLSS table, If banks remain weak, hovseholds are more likely to invest in gold or
land, which is not consistent with the sustained growth of the economy. This indicates that a clear land
price palicy will be necessary.

13 . . . . e
Houscholds in l{anot arca are cxceplional in the use of deposit facilities.

' All the credits for housing investment are from informal sources in the SISH97 sample. 'The table is not ready
yel which shows how housing invesiment is financed by varicus methods.
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Appendix | _
Savings and Investment Survey of Households 1997 (SISH97)

Appendix 1 describes the method of the survey including the survey contents, the sample design and
field survey.

1. Coverage of the Sample Households

The survey was designed to cover the whole country. Sample houscholds were selecled in such a
way that estimates would be obtained for subdivisions classified by wiban/rural arcas and by 7
geographical regions: (1) Northern Mountainous Region, {2) Red River Delta, (3) North Central
Region, {4) Central Coastat Region, (5) Centra? Highlands, (6) Southcastern Region, and (7) Meckong
Delta, In some regions, however, figures shoutd be read with rescrvation bacause of large sampling
error resulting from insufficient size of subsamples and the sampling method.

The kousehold savings survey aims at collecting comprehensive data {rom houscholds on income,
savings, asset selection and credit activities. The survey supplies key information about the imporiance
of various financial mechanisms in existence in Vietnam which support economic activities of the
household sector including farming and sclf-employed business activilies. The survey tried to identify
the linkages between real cconomic activities (consumption and investmeat) and financial activities of
househotds.

The investment and saving behavior of each houschold were recorded in three alternalive methods:
(1) by its balance sheet at the end of March 1997, (2) by its monthly investment and savings during the
one year from Apri! 1996 to March which resulted in the changes in its balance sheet each month and
(3) by its investment and the methods of its finance during the three years from 1994 to March 1997.
The balance sheet includes the data of both real assets {durable goods and houses) and monetary assels
and liabilities (VND, dollar, gold and various financial assets).

2. Design of Questionnaire

The questionnaire consists of 6 major sections, each with some sub-sections, Sin¢e every sections
have particular relationship fo one another, an interviewer was strongly requested to try to keep
consistency in the response among different sections.

1) Household members

All the household members are listed here and their demographic information is collected. All
persons who jointly operate business with the household are also listed. The information on working
status collected here will be the background data for the remaining sections.

2) Financing non-recurrent expenditures in the past 3 years
' This section collects information on non-recurrent expenditures and methods of their finance. “Non-
recurrent expenditures” cover the purchase of durabte consumption goods and equipment’s for business
activities including agriculture and non-agricultural business, the expenditure to build or repair houses
or land and special consumption for wedding, funeral, unexpected illness and Tet,
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3) Financing wovrking capital for each month in the previous one year

This section asks how houscholds which arc engaged in self-employed businesses finance working
capital for their activities including agriculture and non-agricultural business. The data is collccted on a
monthly basis.

4) Monelary expenditures, monefary revenues and net monretary savings for each menth

This section gathers data on monetary expenditures and monetary revenues of the houschold and
thus grasps net monetary savings of the household. Monthly expenditures (the tolal of recurrent and
non-tecurrent expenditurcs) both for the houschold use and for the business use and monthly revenues
from all the sources are requested.

5) Net monetary savings and the change in the stock of assets and liabilities

This section investigates how nct monetary savings, calculated in section D, were allocated amoeng
various monetary assels and liabilities during the previous 12 months. How to allocate net monetary
savings among various means is asked separately for the months when net monelary savings are
positive and for the months negative. Savings and borrowings (stock vatue) as of the end of March
1997 are also asked.

6) Formal and informal financial institutions

This section asks the houschold about their relationship and attitude toward various (formal and
informal) financial institutions. Included are banks, credit cooperatives and people’s credit funds, Ho
and Hui, private lending and borrowings, money tenders, seller’s credits and buyer’s credits, and others
like dollar, gold and near-Moines.

3. Survey items and Questionnaire

{1} Survey ltems

In order 1o meet the above-mentioned purposes, the survey collected information including;

- Expendituses (living expense, purchase of durable goods and houses, farming and business, etc.)

- Financing the abave expenditures

- Revenues

- Savings and ils allocation among alternative assels

- Borrowings and its allocation among alternative methods

- Attitude toward financial instilutions, ‘

The survey collected nol only factual information but also personal opinions of financial institutions.

(2) Information Collecting Method -

The survey was conducted under the face-to-face interviewing method. Experienced interviewers
came to each houschold to ask the head and other members directly to collect necessary informalion
and fill in the questionnaire. Other methods were discarded at the early stage of the planning because of
the expected complexity of the questionnaire and the possible reluctancy of respondents (o seasitive
questions.

{3) Questionnaire Design

Considering the complicity and number of questions, and less experience both of survey staff and of
respondents in this kind of survey items, greal care was given to the structure and wording. The
questionnaire was finalized after much discussion with the General Statistical Office (GSO) experts
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and many revisions. The adequacy of the questionnaire was checked through the following
opportunities;

- Small Pre-test conducted in late January 1997,

- Pilot Survey conducted in late Pebruary 1997 and

- Staff training course held in carly Aprit 1997,

The questionnaire had 58 pages in English, 64 pages in Victnamese. Lstimated time for one
interview was less than hal{ day.

4. Survey Sample

(1) General Design

The sample of this survey is chosen to satisfy the two of different objectives; (1) To study the
changes of household behavior beiween 1993 and 1997 by including the same “panel households”
surveyed in the 1993 Viet Nam Living Standard Survey (VLSS), and (2) To obtain current estimales on
the national level and by regions. Therefore the sample consists of lwo subsamples. One is VISS
subsample, which is sclecled from the sampled households in 1993 VLSS, The other is “MPHS”
subsample, which is sclected fcom the mastersample of the Multi-Purpose Household Survey (MFHS)
carried out by GSO. The GSO conducts MPHS yearly with the sample of 45,000 households. Merging
both subsamples made one large sample.

(2) Sample Selection
1) Province/city selection and sample allocation

Under the budget constraint, it was decided at the first slage of the sample design to select 13
provinces/cilics of which 8 were for VLSS subsample and 5 for addition for MPHS subamnple. At
the same time, the method of the final stage of sampling was fixed in such a way that the aumber
of houscholds selecled per enumeration unit (cluster/block in urban area, village/hamlet in rural
area) was 15, the same as in MPHS and different by one from 1993 VLSS with 16 households per
unit. It was also decided that the size of the sample was 1800.

The 8§ provinces/cities were selected for VLSS subsample by purposive selection. They were
Phu Tho, Hanoi, Hai Duong, Thai Binh, HICM, Dong Nai, Aa Giang and Can Tho. All the
enumeration unit which were surveyed in 1993 VLSS were listed as the unit for SISH. It meant
that 990 houscholds in 66 units out of 1800 households were altocated to VLSS subsample as the
panel. In 1993 VLSS, 2 units with 16 households each were randomly selected from 1 precinct {in
urban area)/commune (in rural area), which was randomly selected from 1 district. 33 districts in
these 8 provinces/citics were included in the sample of 1993 VLSS, which had totally 150 districts
and 4800 houscholds .

Next, 810 households of MPHS subsample were allocated among 13 (8+5) provinces in such a

~ way that the total of 1800 households would comprise one large national sample by merging the
VLSS subsample. Since 2 units with 15 households each were selected from 1 precinct/commune
in MPHS, our MPHS subsample should have 27 precinct/communes sclected from 1500 in the
MPHS master sample.

On condition that the total number of provmccs[c;l:es are 13 and they should cover 7 regions,
the allocation was carried out by the following steps.

i) Stratification by 7 regions and by city/urban/rural type

21 strata {7 regions X 3 types) were made. Because of the lack of data, the size of strata was
measured by population as in the MPHS, instead of their number of households.

ii) Disproportionate allocation by income per capita
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Since our main interest was in the savings and investent of the households, we took income as
the factor to which the sampling fraction of cach stratum should be proportional in the “optimum
allocation.” 60 communes/precincts were allocated among 21 strata. Then we supposed 33 of
them had been already allocated among strata,

iit) Allocation of 27 communcs/precingts

we allocated the remaining 27 communes/precinets by proportionate altocation within each
stralum. We iterated allocation. to obtain the solution with exact 13 provinces, though in a strict
sense this procedure may have increased the sampling efror.

After some replacement caused by some difficully in the remote arca within the timited budgets,
the final allocation was fixed, as shown in the table below. In the MPHS subsample, two
communes/precinets were selected from 1 district to reduce the cost.

Province/City VISS593 MPHS Total
Urban Rural | City Other Urban Rural
dist=com[dist=com| dist. com. dist. com. dist. con. dist. com.

Vinth Phu 0 3 0 0 11 @ 2 4 6
Hanot 3 2 0 0 0 0 0 0 5 b
Hai Hung 0 4 4] 0 1 1 0 0 5 5
That Binh 0 4 0 0 0 1] 1] 0 4 4
Thanh Hoa 0 0 0 0 0 0 2 4 2 4
Q. Nam-D. Nang 0 0 0 0 i 1 1 2 2 3
Binh Dinh 0 0 0 c 0 Q 1 2 1 2
Gia Lai Q 0] 0 0 0 0 1 2 i 2
Ho Chi Minh 6 2 {2 2 0 0 Q 0 8 it
Dong Nai 1 3 ] 0 1 i 0 0 5 5
Dong Thap 0 0 0 0 1 1 0 0 1 i
An Giang 0 3 0 0 2 3 €2) 2 5 8
Can Tho 0 2 1 1 0 0 2) 2 3 5
Total 10 23 1 3 7 8 5 16 46 60

Figure in parenthesis means the common district to 1993 VLSS,
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2} Household selection

[VLSS subsaniple] .

In the 1993 VLSS, the sample was selected in 3 stages: communes/precincts, villagefhémlel}
cluster/block (enumeration unit), and houscholds, At the 1" stage, 150 communes were selected
with probability proportional to census population. At the 2"’“’ stage, 2 enumeration units were
selected in cach commune/precinet with probability proportional to the number of households
reporicd by the commune authorities. At the 3" stage, 16 households were selected with equat
probability from all households in the enumeration unit.

In our VLSS subsample, all the enumeration units were fixed once 8 provinces/cilies were
selected. In principle, 15 households were randomly selected from 16 target households surveyed
in the 1993 VLSS. However, some of the houscholds interviewed in 1993 may have disappeared.
For the problem of the missing houscholds, we replaced them in such a way that the houscholds
interviewed in the SISH in each enumeration unit of VLSS subsample should be made up to the
constant number 15 by replacing missing houscholds. In this replacement, the houscholds who had



moved into the dwelling vacated by the household sampled before were automatically taken.
Newly sampled houscholds could not enable us to use them as the panel, but to make use of them
in the national sample.

[MP3IS subsample]

The basic structure of the sample is the same as that of the 1993 VLSS. There is some
difference in each stage. In the 1% stage, communes were sampled by staratification using
population size of provinces. In the 2" stage, the size of the cnumeration units was measured by
their population. In the 3" stage, 15 households were selected per unit.

In our MPHS subsample, the GSC selected the allocated number of districts,
communes/precincts from the latest master sample. The result of this selcction was shown in the
table below.

5. Field Survey

(1) Survey Period
The survey was conducted at localities from 15 April 1997 to 15 May 1997.
1 Phu Tho province & Gia Lai province
1 Song Thao dist ) 1 An Khe dist
1 Tien Lvong commung {xX) 1 Cu An commune
2 Tung Khe commune 2 Ya Hoi commune
2 Tam Thach dist 9 Ho Chi Minh City
1 Thuong Nong commune (X) 1 District No.1
2 Phuong Mao commune 1 Da Cao quarter (X)
3 Thaoh Son dist 2 Ben Thanh
1 Cu Dong commune {X) 2 District No.5
4 Phu Tho town 1 Quarter No. 13 (X}
1 Au Co quarter 3 District No.6
2 Hanoi City 1 Quarter No.1 {xX)
1 Ba Dinh dist 4 District No.10
1 Thuy Khe quarter {X) 1 Quarter No.5 (X)
2 Hai Ba Trung dist 5 Tan Binh dist
t Bach Mai guarter ) 1 Quarier No.18 )
3 Dong Da dist 2 Quarier No.5
1 Thinh Quang quarler (X) 6 Binh Thanh dist
4 Dong Anhdist 1 Quarter No.5 X)
1 Nam Hong commune X) 7 Can Gio dist
5 Tu Liem dist 1 Binh Khanh commune (x)
1 Dich Vong commune (X} 8 Hoc Mon dist
3 Hai Duong province 1 Tan Hicp commune (X}
1 Nam Thanh dist 10 Dong Nai province
1 Ai Quoc commune xX) 1 Bien Hoa town
2 Kim Mon dist 1 Tan Hoa quarler (X}
1 Hiep Hoa commune (X) 2 Vinh Cuu dist
3 Cam Binh dist 1 Tan An commung (X)
1 Tan Truong commune (X) 3 Thong Nhat dist
4 Ninh Thanh dist 1 Quang Trung communie (X}
1 Doan Ket commune X) 4 Long Thanh dis! _
5 Hai Duong town 1 Vinh Thanh commune (X)
1 Quang Trung quarler 5 Xuan Loc dist
4 Thai Binh province 1 Gia Ray commune
1 Quynh Phu dist 11 Dong Thap province
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1 An Le commune X 1 Cao Lanh dist
2 Dong Hung dist 1 Guarter No.6
1 Dong Vinh communz {X) | 12 AnGiang province
3 Vu Thu dist 1 Long Xuycen dist
1 Vu Doai contmune (X} 1 Binh Duc commune
4 Ticn Hzi dist 2 My Phuoc commune
1 Dong Quy commune (X) 2 Chau Doc dist
5 Thanh 1loa province 1 Chau FPhu commune
1 Hau Loc dist 3 Phu Tan dist
1 Mi Loc comniune 1 Phu Hiep commune (X)
2 Hoa Loc commune 4 Chau Phu dist
2 Tho Xuan dist t West Thanh Mi commune (X)
1 Tho Duyen commune 2 Binh Long communc
2 Phu Yen commune 5 Thoai Son dist
6 Da Nang province 1 Vong The communc (X}
1 Da Nang town 2 Vinh khanh commuone
1 Thanh Birh quarter 13 Can Tho provincs
2 Tam Thuan quarier 1 Can Tho town
2 Hoa vang dist t An Hoa quarter
1 Hoa Son commune 2 O Mon dist
7 Binh Dinh province 1 Truong Lac eommune (X)
1 Phu My dist 2 Thai Dong commune
1 Mi Hoa commune 3 Phung Ricp dist
2 Mi Thanh commune 1 Hiep Hung commune (xX)
2 Long Thanh commune
(X} : Unit had engaged in Living Standards Survey 1993

(2) Survey Organization
The field survey was conducted through the following channel:
Central moniloring group - GSO supervisors - Head of survey team - Interviewers
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1) Steering and arrangement of the survey

{At central rank]

MPI is the main responsible organization and GSO was the cooperator to conduct and steer the
survey of the whole country in the following aclivities: to prepare programs, forms, guideline
document for the survey, to select representative unil of districts, communes; to hold training
courses for steering commitiee, supervisors of provinces, districts and interviewcrs at local areas;

to deat with budget problems and other requirement incurred in the survey; fo supervise and check
the survey resulfs.

[At localities] ‘

Provincial steering commiltees of the MPHS were responsible for directing the survey at their
area in accordance with the plan of this survey including household ‘selection; mobilizing
sufficient number of interviewers and other slaff for each location of the province; holding
professional training for interviewers and other staff; announcing properly to the public to make
them support the survey and supply with correct information.

[Task forces)

To ensure good quality of the survey, each survey unit had an official who was statistical staff
ol local authority (province or district) to act as an interviewer to collect information from
households. At each survey unit, a collzborator who belonged to the MPHS staff or the head of
subhamiet was mobilized to cooperate with the interviewer and act as his/her guide and to explain



about the survey to people in the area. In a province, there was one survey team comprising 3 o1 4
interviewers and one head, The team followed the instruction from the provincial committee. The
survey was conducted from one area to another, not leaving any area to ong intervicwer.

2) Supervising in the field survey

To ensure good quality of the survey, supervising activitics were conducted during the whole
period of the survey. Interviewers checked houvscholds' answers on the basis of consultation with
neighbors or local officials, if necessary. A supervisor of the district was responsible for checking
the interviewing method and the way of form filling to ensure the logical relations among
collected figures. Provincial steering commitiees of the MPHS sucvey senl officials ta localitics
during the survey period to supervise and correct in time any mistakes. A certain number of
houscholds were randomiy selected (about 6 households at each commune) to check again and
evaluate the quality.

(3) Staff Training

Training courscs were held at two different levels. The consultant prepared the handbook for the
training courses.

i) At central rank: A thece-day training course was held from 7 April to 9 April 1997. MPI and GSO
mobilized a number of experienced officials to join the survey. These officials after having been
appropriately traincd acted as main trainers for courses for interviewers and other staff at provinces.

ii) At localities: One training course was held for each province for interviewers, collaborators,
supervisors of provinces and districts. The course was for three days and taught by trainers from the
ceniral 1ank on the following topics:

- Plan of the survey

- System of the questionnaire: This was the key issue of the training course which requested
patticipants to understand relevant definitions, interviewing process, the way of filing fornis as well as
verifying collected information.

6. Data Processing

After checking their sufficiency and accuracy, all the filled questionnaires were sent to the Financial
and Monetary Department of MPI to ratify the quality of collected information. Then they were
checked logically and inputted into PCs by the GSO Computer Center. On 18 June, all the raw data in
FDs were submitted to the consultant for further data processing and tabulation.
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Appendix Il

Appendix 1 reports the cross tables in the following list, computed from the SISH97 and the VLSS

03 data,

Table Al
Table A2
Table A3
Table Ad
Table AS
Table A6
Table A7
Table A8
Table A9

Table ALD
Table All
Table Al12
Table A13
Table Al4
Table ALS
Table Alb
Table A17
Table AI8
Table A19
‘Tahle A20
Table A2}
Table A22
Table A23

148

Distribution of the size of the houscholds
Age distribution of houschold members
Employment status of household members, 10 years and older (%)
Employment status of household members, 15 <= age <= 65 (%)
Distribution of houschalds by the number of job searchers (%)
Average current income of households by region and current income quintiles
Distribution of the number of houscholds by the current {ncome quintiles and region, %
Avcrage current Expenditure of houscholds by region and current expenditure quintites
Disteibution of the number of houscholds by the current expenditure quintiles and
region, %6
Transition probabilities matrices for dong balance
Transilion probabilities matrices for doHar balance
Transiticn probabilities matrices for gold batances
Transition probabilities matrices for deposits balance
Transition probabilities matrices for durable goods
‘Transition probabilities matrices for houses and land
Transition probabilities matrices for tolal assets
Porlfolio of assels
Portfolio of liabilities
Portfolio of asscts, region, income quintiles
Portfolio of liabilities, region, income guintilcs
Postlolio of assets, region, expenditure quintiles
Portfolio of liabilities, repion, cxpenditure quintiles
Allocation of monetary surplus and deficits among financial instruments
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Table A6 Currentincome {averages, 1,000VND)

1 2 3 4 5 Total
Nation 1518 5504 9791 16749 40245 14796
Urban Arca 2751 6385 10101 17345 42799 25837
Rural Arca 1723 5481 9677 16112 33437 9181
Region 1 2029 5500 9710 15538 24873 6023
Region 2 1194 5443 9957 17216 42652 12151
Region 3 1306 5400 9579 16863 26916 6385
Region 4 2583 5562 9761 16341 43178 12214
Region § 1894 5025 9978 16295 24630 6653
Region 6 872 5813 9840 17256 41661 24522
Region 7 1214 5855 Q697 16150 33505 13250

Table A7 Current income (distribution of the number of households, %)

1 2 3 4 5 Total
Nation 2041 20.53 19.69 19.91 19.40 100.00
Usrban Area 322 8.856 17.55 29.95 40,42 100.00
Rural Area 29.56 26.74 20.82 14.57 8.31 100.60
Region 1 49.72 25.14 13.41 9.50 2.23 100.00
Region 2 30.05 25.24 15.87 16.59 12.26 100.00
Region 3 35.83 2917 19.17 12.50 3.33 100.00
Region 4 14.67 20.00 26.67 24.07 14.00 100.00
Region & 43.33 18.33 23.33 13.33 1.67 100.00
Region 6 4.48 8.74 17.1 2511 43.95 100.00
Region? 9,59 24.46 2542 23.50 17.03 100.00
Table A8  Current expenditures (averages, 1,000V¥ND)
1 2 3 4 5 Total
Nation 2014 4277 1224 12221 27169 10383
Urban Arca 2615 4630 7346 12531 27759 18218
Rural Area 2002 4245 7 11844 25151 6701
Region 1 1894 4150 7187 11861 21012 4560
Region 2 1866 4040 7232 12340 24312 8506
Region 3 2184 4265 6961 11640 0 4392
Region 4 2200 4385 7446 11774 23295 8692
Region 3 2148 3846 6849 12728 26800 4636
Region 6 2275 4499 7218 12519 29092 17496
Region 7 2382 4455 Ti81 11913 24332 9812
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Table A9 Current oxpenditures (distribution of the number of households, %)

1

Nation
Usban Area
Rural Arca
Region 1
Repion 2
Region 2
Region 4
Region §
Region 6
Region 7

T 2075

1.29
3nit
56.98
3413
3833
12.67
43.33

1.57

6.95

L
19.85

531
21.59
18.99
23.80
37.50
22.67
30.00
16.54
18711

3 4 5 Tolal
19.69 20.30 19.41 100.00
17.07 33.01 43.32 100.00
21.08 13.54 6.68 100.00
12.83 8.94 2.23 100.00
12.26 15.14 14.66 100.00
18.33 583 0.00 100.G0
26.00 19,33 19.33 100.00
18.33 6.67 1.67 160.00
16.82 28.25 4283 100.00
314 28.30 14.63 100.00




Table A10  Dong balance per household {1,000 1993 VND}
Dong batance per household {Nation)

Number of Houscholds SIsH}p 0w 1 2 3 4 5 total
from H) 59 345 990 2635
to 59 341 965 2628 103489
VLSS from toj
“0” 55 63 94 87 79 47 425
1 0 0 0 0 0 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 0 45 4 3 9 9 6 6 37
4 50 300 14 5 28 29 33 45 154
5 360 289000 7 3 23 29 36 57 185
total 80 74 154 134 154 135 71
Footnote  Households in the state “07 is counted separately.
Transition Probabilitics  VLSS|SISH]  “0” 1 2 3 4 5 tofal
“0"| 12.94 14.82 22.12 2047 1859 11.06 100
1l 000 000 006 000 000 000 0
2l 000 000 000 000 000 0.00 0
31 1081 811 2432 2432 1622 1622 100
4f 909 325 1818 1883 2143 2922 100
5| 452 194 1484 1871 2323 3677 100
Dong batance per household (Urban Area)
Number of Houvseholds SiSH “o” 1 2 3 4 5 total
from ¢ 742 1485 3050 6162
to 705 1485 3044 6162 103489
VLSS from to
“Q” 4 17 17 7 7 8 60
1 0 0 0 0 0 0 0 0 0
2 0 125 2 1 5 9 4 5 26
3 150 300 2 4 6 10 13 8 43
4 300 500 0 7 10 9 10 7 43
5 500 5000 1 S b 8 9 16 44
total 9 34 43 43 43 44 216
Footnote  Houscholds in the state “0” is counted separately.
Transition Probabilities VESS|SISH|  “0” 1 2 3 4 5 tolal
“0" 667 2833 2833 11.67 11.67 1333 100
1| 000 000 000 000 000 000 0
2l 769 385 1923 3462 1538 1523 100
3] 465 930 1385 2326 3023 1860 100
4l 000 1628 2326 2093 2326 1628 100
5| 227 1136 1136 1818 2045 3636 100
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Dong balance per household (Rural Area)

Number of Houscholds SISy ov 1 2 3 4 5 iolal
fromm 0 37 148 520 1485
to 37 148 520 1485 37120
VISS from 1o ;
“0" 51 33 79 71 70 61 365
i 0 0 0 0 0 0] 0 0 0
2 i 0 0 0 0 0 0 G ]
3 0 0 0 0 G 0 0 0 0
4 0 100 8 4 14 17 17 1 79
5 100 25000 12 3 18 23 24 31 1t
total 71 40 111 111 11t 111 555

Footnote  Houscholds in the state “0” is counted separately.

Transition Probabilities VESSISISH]  “0” 1 2 3 4 53 lotal

Q7| 13.97 9.04 2164 1945 1918 1671 1060
000 000 000 0600 000 000 H
000 000 000 GO0 000 000 0
000 003 000 000 000 000 0
10.13 506 17.72 21.52 2152 2405 100
1081 270 1622 20.72 2162 27.93 100

N P fad P e

Dong balance pes household {(Region 1}

Number of Households SISH] “O” 1 2 3 4 5 total
from 11 37 76 275 1039
1o 37 T4 223 965 5954
VLSS from o
“o 0 14 12 14 14 15 &9
1 0 0 0 0 1] 0 1] 0 0
2 g 0 0 0 0 0 0 0 H
3 0 0 0 H 0 ] 0 0 0
4 0 0 0 0 I 0 0 0 0
5 0 200 0 0 2 i 0 0 3
total Q 14 14 15 14 is 72

Footnote Houscholds in the state “0" is counted separalely.

Transition Probabilities VISS|SISH| *e” 1 -2 3 4
07l 000 2029 17.39 2029 2029 21.74 100
000 000 000 000 000 000 O
000 000 000 000 000 000 0
000 000 000 000 000 000 0
000 000 000 600 000 000 O
000 000 66.67 3333 000 000 100

LA P L DD e
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Dong balance per household (Region 2)

Number of Houscholds SISt 0T 1 2 3 4 5 total
from 0 22 208 S17 1485
to 22 186 516 1485 37120
__VLSS from_ tof
“g" 47 4 48 43 44 37 223
1 0 0 0 0 0 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 0 0 0 0 0 0 0 0 0
4 0 200 6 0 8 10 4 5 03
5 200 16000 6 1 g 11 16 23 65
total 59 S 64 64 64 65 321

Footnote Houscholds in the state “0” is counted scparalely.

Transition Probabilities  VLSSISISH]  “0” | 2 3 4 5 total
“O"] 2108 L79 2152 1928 1973 16359 100
000 0.00 000 000 000 000 0
000 000 GO0G 000 000 000 g
000 000 000 000 000 000 0
1818 000 2424 3030 1212 1515 160

923 154 1231 1692 2462 3538 100

Sa ) [N

L

Dong balance per household (Region 6)

Number of Households SISH “0r 1 2 3 4 5 total
from 0 311 1225 2287 5457
to 371 1188 2279 5308 103439
VLSS from 10
" 2 27 22 13 12 it 87
1 0 0 0 0 0 0 0 0 0
2 0 o0 1 s 5 i} 1 321
3 60 200 2 4 9 15 i5 10 55
4 200 500 0 8 11 8 16 Il 54
5 500 5000 1 4 7 13 10 20 55
lotal 6 48 54 55 54 55 272

Footnote Households in the state “0” is counted separately.

Transition Probabilitics  VLSSISISHf =0 1 2 3 4 5 total

“¥| 230 31.03 2529 1494 13.79 12464 100
il 000 000 000 000 000 000 0
476 2381 2381 2857 476 1429 100
364 727 1636 2727 2727 1818 100
000 14.81 2037 1481 2963 2037 100
1.82  7.27 1273 23.64 1818 3636 100

h D )
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Dong balance per household (Region 7)

Nuniber of Houscholds SISH|  “o” 1 2 3 4 5 totat
from 0 35 18 142 2126
1o 30 148 M2 1782 37120
_MISS  fiom to o
“pr 6 3 11 9 10 T 46
1 0 0 6 0 0 0 0 0 0
2 0 0 G 0 G 0 t 0 O
3 0 30 2 2 3 5 2 3 17
4 30 100 4 0 4 4 5 4 21
5 160 29000 3 1 3 3 4 8 22
total 15 6 21 21 21 22 106
Fooinote  Houscholds in the state “0™ is counted separately.
Transition Probabilitics  VISSISISH|  “0” i 2 3 4 5 total

“0°F 13.04 652 2391 1957 2174 1522 100
1} 000 000 000 000 000 000 0
2] 000 0060 000 000 000 000 0
31 1176 1176 1765 2941 11.76 1765 100
4 19.05 000 192.05 1905 2381 19.05 100
31 13.64 455 1364 1364 1818 3636 100
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Table A11  Doltar balances per household (1,000 1993VND)

Dolfar balance per household (Nation}

Number of Houschokds SIS 0" 1 2 3 4 5  total
from 0 0 0 0 0
to 0 0 0 0 5716
VLSS from {o
“0” 751 1] 0 0 0 6 157
! D 0 0 1] 0 0 1] 0 0
2 0 0 0 0 0 0 1] 0 0
3 0 0 0 0 0 0 0 0 0
4 0 0 0 0 0 0 D 0 0
5 0 32000 13 0 0 1] 0 i 14
total 764 0 0 ¢ 0] 7 T
Footnole  Houscholds in the state “0 is counted separately.
Transition Probabilitics VLSS[SISH|  “0” 1 2 3 4 5 total
“0( 9921 000 000 000 000 079 100
11 000 000 000 000 000 000 0
21 000 000 000 000 000 000 Q0
3 000 000 000 600 000 000 (0
4 960 000 000 000 000 000 0
519286 0.00 000 000 000 714 100
Dollar balance per household {Urban Area)
Number of Households SISH| “0” 1 2 3 4 5  total
from 0 0 ) 0 0
o 0 0 0 0 5716
VLSS from o
“Qr 201 0 0 (1] 0 3 204
1 0 Q 0 0 0 0 0 0 o
2 0 0 1] 0 0 0 0 0 0
3 0 0 0 0 0 0 G 1) 0
4 0 0 )] 0 0 0 0 1] 0
5 0 32000 11 0 0 0 0 1 12
total 212 0 0 G 0 4 216
Foolnote Households in the statc “0™ is counted separately.
Transition Probabilitics  VLSS|SISH “0” 1 2 3 4 5 tofal
“0"l 9853 000 000 000 000 147 100
1l 000 000 000 000 000 000 0
2l 000 000 003 000 000 000 0
31 000 000 000 000 000 000 0
4 000 GO0 000 000 000 000 0
S 9167 000 000 000 000 833 100
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Doltar balance per household (Rural Area)

Number of Houscholds SISH H» i 2 3 4 §  total
from 0 0 1] 0 (1
to 0 0 0 3267
VISS from o] o
“0" 550 0 0 0 0 3 553
1 0 0 0 U] 0 0 0 0 0
2 ] 0 0 0 0 0 0 0 0
3 0 0 ] 0 1] ] H 0 0
4 0 0 ] 0 1] D V] 0 0
5 0 15000 2 0 #] 0 0 0 2
total 552 0 0 0 0 3 555

Footnotc  Houscholds in the state “0” is counted separately.

Transition Probabilitics VLSS|SISH o 1 2 3 4 3 total
“0"| 9946 000 000 0006 000 054 100

000 000 000 000 000 0.00 0
000 000 000 000 000 0.00 0
060 000 000 000 000 000 0
000 000 000 000 000 000 0
100,00 000 000 OO0 000 000 100

T o

Dollar balance per household (Region 1)

Number of Households Sishi “0 1 2 3 4 5 totfal
from 0 0 Q 0 (I
to 0 ¢ 0 0 0
VLSS from {0
“o 72 L 0 0 0 0 T2
i 1] 0 0 0 0 0 0 0 0
2 ¢ G 0 0 0 0 0 0 0
3 0 0 0 0 0 0 a 0 0
4 0 0 0 0 0 0 0 0 ]
5 0 0 0 o 1] 0 0 0 0
total 72 0 0 (1 Q 0 72
Footnote Houscholds in the state “0"” is counted scparately.
Transition Probabilities VLSS|SISH|  “07 1 P 3 4 5 iotal

“O°H00.00 000 000 000 006 0060 100
t| 000 000 000 000 000 000
000 000 000 000 000 0.00
000 000 000 000 0.00 000
000 000 000 000 000 000
000 000 000 000 600 000

A e D
coooe
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Doliar balance per houschold (Region 2)

Number of Households SISy <o 1 2 3 4 5 otal
from 0 0 ] 0 ]
to 0 0 0 1 5716
VLSS from to
“o an 0 o ] 0 3 34
1 0 0 0 0 0 0 0 0 )]
2 0 0 H 1] 0 0 0 0 0
3 0 0 0 0 0 0 0 0 0
4 0 0 0 0 0 0 a ] ]
5 ¢ 32000 7 0 0 0 Q 0 7
total 318 0 0 a 0 3 32
Footnole  Households in the state “0” is counted separately.
Transition Probabilities VLSS|SISH|  “0” 1 2 3 4 5 total
“O°f 9904 000 000 000 00 096 100
i} 000 000 000 000 000 0.00 1]
2l 000 000 0.00 000 000 000 0
3 000 000 000 000 000 0.00 0
4 000 000 000 002 000 0.00 0
5116000 000 000 000 000 000 100
Dollar batance per household (Hegion 6)
Number of Houscholds SISH “or 1 2 3 4 5 total
from 0 0 0 0 0
to ] 0 0 d 5716
VLSS from o
“0r 263 0 0 0 0 3 266
i o 0 4] 0 0 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 0 0 0 0 0 0 0 0 0
4 0 0 0 0 0 0 0 0 0
5 0 15000 b 0 0 0 0 1 [
total 268 o 0 0 0 4 272
Footnote  Households in the state “0” is counted separately.
Transition Probabilities VLSS|SISH “p 1 2 3 4 5  total
“0°f 9887 000 000 000 000 113 100
i 000 000 000 900 000 000 0
2l 000 000 000 000 000 000 0
3] 000 000 000 003 000 000 0
4 o000 000 000 000 000 000 0
5] 8333 000 000 000 000 1667 100
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Dollar balance per household (Region 7)

Numbcr of Houschalds SisH i 1 2 3 4 5 total
from 0 0 0 ] 0
to 0 0] 0 0 o
VISS from to i
=0 105 0 0 0 0 0 105
1 0 0 0 0 0 0 0 0 0
2 0 0 o 0 0 0 0 0 0
3 0 0 0 0 ¢ 0 0 0 ]
4 0 0 0 0 0 o U] )] ¢
5 0 150 1 0 0 0 0 0 1
1otal 106 0 0 0 0 0 106
Footnote  Houschalds in the state “07 is counted scparately.
Transition Probabilities VLSSISISH " 1 2 3 4 5 tofal
“O°l 10000 000 000 000 080 000 160
i 000 000 008 000 000 000 0
21 000 000 000 000 000 000 ¢
jj o000 000 000 000 000 000 0
4 000 000 000 000 000 000 0
S 000 000 o000 0800 000 000 100

i60




Table Ai2 Gold balances per household (1,000 1993VND}

Gold batance per household (Nation)

Number of Houscholds Sisify  “o” 1 2 3 4 S total
from 0 0 0 0 1485
to 0 0 0o 1299 74239
VISS from 10
“0” 370 0 0 0 64 g6 520
1 0 0 0 0 0 0 0 0 0
2 0 0 0 0 0 0 G 0 0
3 0 0 0 0 0 ¢ 0 0 0
4 0 1600 61 0 0 0 10 25 96
5 1000 60000 08 0 it 0 13 44 155
total 526 0 0 0 87 155
Footnote llouscholds in the state “0" is counted separsately.
Transition Probabilities VLSS|SISH|  *0” 1 2 3 4 5  tolal
| 71.15 000 000 060 1231 1654 100
il 000 000 000 000 000 000 0
21 000 000 000 000 000 000 0
3l oo0 000 000 00O 000 0.00 0
4l 6354 000 000 000 1042 2604 100
s| 6323 o000 000 000 839 2839 100
Gold balance per household (Urban Area)
Number of Houscholds SISH| 0" I 2 3 4 5 iotal
from 0 0 0 0 1485
to Y 0 0 1485 73868
VLSS  from to
“” 55 0 0 0 8 17 80
1 0 0 0 0 0 0 G 0 ]
2 0 470 5 0 0 0 0 3 6
3 480 1400 33 0 0 0 5 5 43
4 1400 3000 27 0 qQ 0 4 i2 43
5 3000 60000 34 )] 0 g 1 9 44
total 154 0 0 ] 18 44 216
Footnote Households in the state “07 is counted separately.
Transition Probabilities VLSSISISH] ~ “0” 1 2 3 4 5 total
“«o| 6875 0.00 000 000 1000 2125 100
il 600 o000 000 000 000 000 0
2| 83.33 000 000 000 000 1667 100
3] 76.74 0GO00 000 000 1163 1163 100
4t 6279 000 000 000 930 2791 100
sl 7727 o000 000 000 227 2045 100
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Gold batance per household (Rural Area)

Number of Houscholds SiSH “Q- 1 2 3 4 5  total
from 0 0 it 0 1299
io 0 0 0 1114 74239
VESS  from o] o
“0” 315 H )] 0 55 70 440
1 0 0 0 o 0 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 ] 0 0 0 0 0 0 ] 0
4 0 150 4 0 o )] U] 0 4
5 180 45000 56 0 o 0 14 41 111
total 375 0 0 0 69 111 555
Footnote 1fouscholds in the state “07 is counted separately,
Transition Probabilities VLSS|SISH 0 i 2z 3 4 5 _ tota]
071 7159 0.0 000 000 1250 1591 100
1l 000 600 0060 0060 000 000 0
21 000 000 000 0060 000 000 0
33 000 000 000 000 000 000 0
41 10000 000 000 000 000 000 100
5] 5045 000 000 000 1261 3694 100
Gold balance per household {Region 1)
Number of Households SiSH 0" 1 2 3 4 5 total
from 0 0 0 o 0
to 0 0 0 0 742
VI85  from 10
“0" 69 1] 0 0 0 3 n
1 0 0 ¢ 0 0 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 0 0 ] 0 0 0 0 0 0
4 0 0 0 0 0 0 1] 0 0
S 0 0 ¢ 0 0 0 0 H 0
tolal 69 0 0 0 0 3 72
Footnote Households in the state “0” is counted scparately.
Transition Probabilities  VLSSISISH}  “0” 1 2 3 4 5  total
07 9383 000 0080 000 000 4.17 100
it 000 000 000 000 003 000 0
2l 000 000 000 000 000 0.00 0
331 006 000 000 000 000 D000 0
4 000 000 000 000 000 000 H
5 000 080 000 060 000 000 0

{62




Gold batance per household (Region 2)

Number of Houscholds SISH 0 1 2 3 4 5  total
from 0 t] Q 9 742
1o 0 0 0 42 37120
VISS  from o
Hpr 194 0 G 0 12 38 244
1 1] Q 0 ) 0 0 ] 0 0
2 0 0 0 0 0 0 0 0 0
3 1 0 0 0 0 0 0 0 0
4 0 800 10 0 0 G 1 1 12
5 820 13000 36 0 0 )] 3 26 65
total 240 )] 0 0 16 65 321
Footnote  Houscholds in the state “0” is counted separately.
Transition Probabilitics  VLSSJSISH|  “0” 1 2 3 4 S total
“" 7951 000 000 000 492 1557 100
1{ 003 000 000 000 000 000 0
2f 000 000 000 000 000 000 0
3] oo 000 000 000 000 000 0
4 8333 000 O00 000 833 8.33 100
5} 5538 000 000 000 462 4000 100
Gold batance per household (Region 6 )
Number of Houscholds SISH “0” 1 2 3 4 5 total
fram 0 0 0 6 2227
{o 0 0 0 1856 73868
VISS from {0
“Qr 72 0 0 0 43 0 145
i 0 0 0 0 ] 0 0 1] 0]
2 ] ] 0 ¢ 1 0 0 0 U]
3 0 816 14 }] 0 0 0 4 18
4 830 2000 37 0 0 0 4 13 54
5 2200 60000 46 0 0 0 i 8 55
total 169 0 0 0 48 55 272
Foolnote  Houscholds in the state “0” is counted separalely.
Transition Probabilitics  VLSSISISH}  “0” 1 2 3 4 5 lotal
“0°] 4966 000 000 000 2966 2069 100
1] 000 000 000 000 000 006 0
21 000 000 000 000 000 000 O
3] 7773 000 000 000 000 2222 100
41 6852 000 000 000 741 2407 100
5t 8364 000 000 000 182 1435 109
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Gold balance per household (Region 7)

Number of Houscholds SISH| o7 1 2 3 4 5 tolal
from 0 }) o 1114 3712
to 0 O 1t14 3712 74239
VISS  {rom L L
“p” 35 0 0 6 9 g 59
1 0 0 0 0 0 0 0 t 0
2 0 Or 0 0 0 0 0 0 Q
3 0 150 4 0 0 0 0 0 4
4 180 950 7 a 0 3 6 5 21
5 260 45000 5 0 0 3 6 8 22
total 51 it 0 12 21 22 106
Tootnote  [ouscholds in the state “0” is counted separately.
Transition Probabilities  VLSS|SISH]  “0” 1 2 3 4 5 total
“0 5932 0.00 000 1017 1525 1525 100
if 0606 002 000 000 000 000 ]
2t 000 Q00 000 000 000 000 0
3]16000 000 000 000 000 000 106
4] 3333 000 000 1429 2857 2381 100
5} 2273 000 000 1364 27227 3636 100
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Table A13  Deposit balances per household (1,000 1993 VND)

Deposit balance per household (Nation)

Number of Houscholds sisp|p <o~ | 2 3 4 S total

fiom 0 H 0 0 0

to 0 0 0 0 152932

VLSS from to ~
“o" 704 0 0 0 0 28 732
1 0 0 0 0 0 0 0 0 0
2 0 0 0 o 0 0 Y 0 0
3 0 0 0 0 0 0 0 0 0
4 0 0 0 0 0 0 0 o ]
5 0 20000 29 0 0 0 b 10 39
total 733 0 0 0 0 a8 771
Footnote Households in the state “0” is counted separately.

Transition Probabilities  VESSISISH]|  “0” i 2 3 4 5 total
“@1 9617 000 000 000 0060 383 100
1 000 000 000 000 600 000 0
2l 000 000 000 000 000 000 0
3t 000 000 060 000 000 000 0
4 000 000 000 000 000 000 0
5] 7436 000 000 000 0600 2564 100
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Deposit balance per household {Urban Area)

Number of Houscholds SISH

0" 1 2 3 4 5 lotsl
from 0 0 0 0
to 0 0 0 0 152932
VISS  from to
“0” 176 0 ] 0 0 1t 187
| 0 0 0 0 0 0 0 0 ]
2 0 0 0 0 0 0 0 0 0
3 0 ¢ 0 0 o 0 0 0 ]
4 0 U 0 0 0 0 0 0 0
5 0 20000 21 0 0 0 0 8 29
tatal 197 0 0 0 0 19 216
Footnote  Households in the stale “07 is counicd separately.
Transition Probabilities  VESSISISH] <07 1 2 3 4 5 total
“01 9432 000 000 000 000 588 100
1l 600 000 00 000 000 000 O
2] GO0 000 600 000 000 D00 0
3 000 000 000 000 000 000 0
4 000 000 0600 000 000 000 0
4t 000 000 000 000 2759 100
Deposit balance per household {Rural Area)
Number of Households SiSH| “0" i 2 3 4 5 total
from 0 0 0 0 0
to 0 0 0 0 51967
ViSS  from to
“0 528 )] 0 o 0 17 545
1 1 0 0 o G 0 0 0 0
2 0 0 0 0 0 0 0 0 ¢
3 Q 0 G 0 0 0 H 0 \)
4 o 0 0 0 0 0 o 0 0
5 0 10000 8 0 0 0 0 2 10
total 536 0 0 0 0 192 555
Footnote  Houscholds in the state “0” is counted separately.
Transition Probabilities  VLSSJSiISH|  “0” 1 2 3 4 S5 total
“0"l 9688 000 000 000 000 332 100
I 000 008 000 000 000 000 0
2{ 000 000 000 000 000 000 0
3] 000 000 003 000 000 000 0
4 000 000 000 000 000 000 0
Sp 8000 000 000 000 000 2000 100
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Oeposit balance per household (Region 1)

Number of Houscholds sisgq| <07 i 2 3 4 S total
from 0 0 0 0 1
to 0 0 0 0 ;
. VISS from to o
0 72 0 0 0 0 0 72
1 0 0 ] Q 0 g 0 1] 0
2 1] 0 ] 0 0 0 0 o 0
3 0 Or 0 o 0 0 0 0 0
4 0 0 Y 0 0 0 0 0 0
S 0 0 0 0 0 0 ¢ 0 0
total 72 0 0 0 0 0 72
Footnote  Households in the state “07 is counted separately.
Transition Probabititics  VLSSISISH “0" i 2 3 4 5 total
“"|160006 000 9000 000 000 000 100
il 000 000 000 000 000 OO0 0
2| 000 000 000 000 000 000 )]
3] 000 000 0060 000 000 000 0
4 000 000 000 000 000 000 0
s| 000 000 000 000 000 000 0
Deposit balance per household {Region 2)
Number of Households SISH o 1 2 3 4 5 total
from o 0 0 0 0
to 0 0 0 0 152832
VLSS from 1o
“o" 272 0 0 0 0 24 296
1 0 O 0 0 1] 0 0 0 0
2 0 0 0 H 0 0 0 0 H
3 0 0 0 1] 0 0 0 0 1]
4 ] 0 0 0 0 0 0 0 0
5 o 20000 17 0 0 0 1] 8 25
total 289 0 0 0 0 32 32
Footnote Households in the state “07 is counlcd separately.
Transition Probabilities  VLSSISISH] -~ “o” 1 2 3 4 5 total
07 9189 000 000 000 000 811 100
11 000 000 006 000 000 000 0
20 000 000 000 000 000 000 0
3l 006 000 000 000 000 0.00 6
4 000 000 000 000 000 000 0
51 6800 000 000 000 000 3200 100
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Deposit balance per household (Region 6)

Number of Houscholds Sisilp o 1 2 3 4 5  tofal
from 0 0 0 0 0
to 0 0 0 0 anzo
VLSS fromy O
“” 255 0 0 0 0 4 259
1 0 0 0 0 0 0 0 0 0
2 0 0 0 0 0 0 0 ) 0
3 0 0 0 0 ] 0 0 )] 0
4 i) 0 0 0 0 0 0 0 0
5 0 12500 11 0 0 0 0 2 13
total 266 0 0 0 0 6 272
Footnote  Houscholds in the state “0” is counted separately.
Transition Probabilitics  VESS|SISH|  *0~ 1 2 3 4 5 total
“0”| 9846 000 000 000 000 154 100
i 000 000 000 GO 000 060 0
2l 000 000 000 0400 000 000 o
3) 00 000 000 00 000 000 ]
41 003 0060 000 000 000 000 0
5] 8462 000 000 060 000 1538 10D
Deposil balance per household (Region 7)
Number of Houscholds SISH 0" 1 2 3 4 5 total
from 0 0 0 0 0
to 0 0 0 ¢ 0
VLSS  from to
o 105 0 0 0 0 0 105
1 ¢ g 0 0 0 0 o 1) 0
2 0 0 0 0 0 0 0] 0 0
3 o 0 0 C ] 0 o 0 0
4 0 a 0 ¢ ] 0 0 0 g
3 0 70 i H 0 0 0 0 1
toial 106 0 0 0 0 0 106
Feolnote  Houscholds in the state 07 is counled scparately.
Transition Probabilities VI.SS|SISH “0” 1 2 3 4 5  total
“0"{100.00 000 000 000 000 000 100
1] 000 000 000 000 0060 000 0
2t 000 000 000 000 000 000 0
3] 000 000 000 000 000 GO0 0
4 000 000 000 000 000 000 0
51160.06 000 000 000 000 000 100
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Table A14  Value of durable goods per household (1,000 1993 VND}

Durable goods per household (Mation}
Number of Houscholds SISH 0" 1 2 3 4 5 iota!
from 0 6 891 2450 7498
to 0 891 2450 7461 233185
VLSS _from {o -
“0” 168 6 137 154 152 152 763
1 0 0 ] G 0 0 0 0 0
2 0 0 H 0 ) Q 0 0 Q
3 0 0 0 0 0 0 0 0 0
4 0 0 ¢ O 0 0 0 0 0
5 0 100000 0 0 3 ¢ 2 3 8
total 168 0 140 154 154 155 771
Footnole Houscholds in the state “0™ is counted scparately.
Transition Probabilitics  VLSSISISH|  “0” 1 2 3 4 5 total
“«' 2202 000 17.96 20.18 1992 1992 100
1if 000 000 000 000 000 000 0
2| 000 000 600 000 000 000 a
31 000 000 000 000 0060 000 0
4 000 000 000 000 000 000 0
31 000 000 3750 0.00 2500 3750 100
Durable goods per household (Urban Area)
Number of Households SISH] “O” i 2 3 4 5 lotal
from ] G 1336 6273 17854
to 0 1336 6162 17743 233185
VLSS from (o
" 64 0 22 43 43 42 214
1 0 0 0 0 0 0 0 0 G
2 0 0 0 D 0 0 0 0 0
3 0 0 c 0 0 0 0 0 a
4 0 0 0 0 0 g 0 0 ¥
S 0 1000430 0 0 0 0 o 2 2
total 64 a 22 43 43 44 216
Foolnote Households in the state “07 is counted separately,
Transition Probabilities VLSSISISH “Q” 1 2 3 4 5  total
o] 2001 000 1028 2009 2009 1963 100
il 000 000 000 000 000 000 0
2} 000 000 000 000 000 000 0
3l 000 0060 000 000 000 000 0
4 000 000 000 000 000 000 0
st 000 000 000 000 000 10000 100
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Durable goods per houschold (Rural Area)

Number of Households SiISH “o i 2 3 4 5 total
from 0 148 891 2079 5568
to 148 891 2079 5345 120018
VLSS from 10
0" 104 7 108 111 169 10 549
1 0 0 ¢ 0 ] 0 0 0 i)
2 0 0 0 0 0 0 0 0 0
3 0 0 0 0 0 0 0 0 0
4 0 0 0 0 & 0 0 0 0
5 0 1000 0 0 3 0 2 1 6
o3l 104 7 111 111 111 111 555
Footnote Houscholds in the state “0” is counted separately.
Transition Probabilitics VLSS|SISH “g” 1 2 3 4 5 total
“9°| 1894 128 1967 2022 1985 2004 100
il 000 000 000 OO 000 000 0
2] 000 000 000 003 000 000 G
31 000 000 000 000 000 000 0
4 000 000 0060 000 003 000 1
5 000 000 5000 000 3333 1667 100
Durable goods per household (Region 1}
Number of Households SISH “p” 1 2 3 4 S total
from 0 0 37F 1114 2450
o ¢ 297 1114 2376 11856
VLSS from 10
“Q 21 0 6 15 14 15 71
1 0 0 0 Y o 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 0 0 o 0 0 0 0 0 0
4 0 Q 0 0 0 0 0 1] 0
5 0 700 Q 0 1 0 0 0 1
total 21 ¢ 7 15 14 15 72
Footnote Houscholds in the state “0™ is counted scparately.
Transition Probabilities VLSSISISH “0" 1 2 3 4 5  tofal
“9°| 29.58 000 845 21.13 1972 21.13 100
11 000 000 000 000 000 000 0
2] 000 000 000 000 000 000 0
3] 000 000 000 000 000 000 H]
4 000 000 000 000 000 000 0
5] 000 000 10000 000 003 000 100

Footnote  Houscholds in the state “0” is counted sepaiately.
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Number of Houscholds

SISH

“o” | 2 3 4 3 1014
from 0 223 1411 3192 12249
o 223 1411 3081 12249 233185
VLSS from o
“0” 53 11 63 64 63 62 316
1 0 0 ¢ Q 0 0 0 0 0
2 0 0 ¢ Q 0 ] 0 0 0
3 0 0 0 ¢ 0 0 0 0 0
4 0 0 0 H 0 0 0 0 0
5 0 1006000 ] 0 1 0 | 3 5
total 53 i1 64 64 64 65 321
Footnote  Houscholds in the state “0" is counted separately.
Transition Probabilities  VESS[SISH]  “0” 1 2 3 4 5 total
“0°| 1677 348 1994 2025 1994 1962 100
i] 000 000 0060 000 000 000 o
21 000 000 000 000 000 000 ¢
3] 000 000 900 000 000 Q.00 0
4 000 000 000 000 000 000 0]
51 000 000 2000 000 2000 60.00 100
Curable goods per household (Region 6)
Number of Households SISH “0” i 2 3 4 5 ftotal
from 0 0 445 1782 7424
to 0 445 1782 7424 87602
VLSS from to
“o 89 0 19 55 54 55 272
i 0 0 0] 0 0 ¢ 0 0 0
2 0 0 0 0 0 H 0 0 0
3 0 0 0 0 0 ¢ ] 0 0
| 0 0 0 0 0 0 0 0 0
5 0 0 0 0 0 (] 0 G 0
fotal 89 0 19 55 54 33 2712
Footnote Houscholds in the state “0” is counted separately.
Transition Probabilities  VLSS|SISH}  “D” 1 2 3 4 5  total
3272 000 699 2022 1985 2022 100
1] 000 000 000 000 000 000 0
2l 000 000 000 000 000 000 0
3] 000 000 000 000 000 000 0
4 000 000 000 000 000 000 0
5/ 000 000 000 000 000 000 0
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Durable goods per household (Region 7)

Number of Houscholds SIS 07 1 2 3 4 5 total
from 0 668 1529 3712 7498
to 668 1485 3712 7424 129918
VLSS from .
“0” 5 15 21 21 20 22104
3 0 4] 0 0 0 i) o 0 0
2 0 0 0 0 0 o 0 0 0
3 0 0 0 0 0 o ] 0 0
4 a 0 0 0 0 0 0 0 0
] 0 550 0 1 0 0 1 0 2
total 5 16 21 21 21 22 106
Footnote  Houscholds in the state “0" is counted separately.
Transition Probabilitics  VESS[SISH}  “0” 1 2 3 4 5 total
“Of 481 1442 2019 2019 1923 21105 100
1] o000 000 00 000 000 000 0
2zl 000 000 000 000 000 000 0
31 000 000 000 000 000 000 0
4 000 000 000 OOF 000 000 Lt}
5] 000 5000 000 000 3000 000 100
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Table At5 Value of houses and fand per household {1,000 1993 VND)

Houses and tand per household (Nation)

Number of Houscholds SISH =0 1 2 3 4 5 total
{romn 0 7053 16333 32071 84633
to 7053 16147 31552 83148 1035635
B VLSS from to
“” s6 103 154 152 152 153 764
1 0 0 0 0 0 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 0 0 1] 0 V] 0 0 0 0
4 0 0 0 ] 1] 0 0 0 ]
5 G 43000 0 1 ¢ 2 2 2 7
total 50 104 154 154 154 155 71
Fooinote Houscholds in the state *0" is counted separately.
Transition Probabilities  VLSS|SISH “0” 1 2 3 4 5 total

“0°| 654 1348 20.16 1990 1990 2003 100
000 000 000 000 000 000 0
000 000 000 000 000 000 0
000 000 000 000 000 000 0
000 000 000 000 000 000 0
000 1429 000 2857 2857 2857 160

A e b B e

Houses and land per household {Urban Area)

Number of Households SISH “g" 1 2 3 4 5  total

from 0 0 59391 100223 167038

to 0 59391 96511 167038 7423%)

VLSS from o
“” 48 0 38 42 43 42 213
i 0 0 0 0 0 0 0 1] ¢
2 0 0 0 0 0 1] 0 0 0
3 0 0 0 0 (1] 1] 0 0 0
4 0 0 0 0 1] 0 0 0 0
5 0 43000 0 0 G 1 0 2 3
total 48 0 38 43 43 44 216
Footaote  Houschelds in the state “0" is counted separately.

Transition Probabilities  VLSSISISH| . *0* 1 2 '3 4 5  total

«o’l 2254 000 17.84 1972 2019 1972 100
000 - 000 000 000 000 000 0
000 000 000 000 000 000 0
000 000 000 000 008 0600 0
0.00 000 000 008 000 000 0
000 000 000 3333 000 6667 100

A b b e
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Houses and land per household (Rural Area}

Number of Houscholds SiSH “0 1 2 3 4 5 total
from 0 7424 14848 23014 48255
to 7424 14848 23014 48255 1035635
VLSS  from to
“o" 2 108 111 1o 109 111 551
1 0 0 0 0 0 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 1] 0 0 0 0 0 H 0 0
4 0 0 0 0 0 0 0 0 1]
5 1] 20000 0 1 0 1 2 0 4
total 2 109 i1 i mn i1 555
Footnote  Houscholds in the state “0" is counted separately.
‘Transition Probabilitics  VLSSISISH “0" 1 2 3 4 5 total
“"f 036 1960 201 1996 1978 20.15 100
i 000 000 000 000 0600 000 0
21 000 000 000 000 000 000 0
3l 000 600 000 000 000 000 ]
4 000 000 000 000 000 000 ]
51 600 2500 060 2500 5000 000 100
Houses and land per household {Region 1)
Number of Houscholds SISH “G” 1 2 3 4 5  ftotal
from 300 2428 4083 7765 16036
to 2413 4083 7721 15961 37120
VISS  from to
= 0 14 14 15 14 15 72
1 0 0 ¢ 1] 1] 0 0 0 0
2 o 0 0 0 0 0 0 it 0
3 0 0 0 0 0 0 0 0 0
4 0 0 0 0 0 0 4] ] 0
5 0 0 0 0 0 0 0 0 0
total 0 14 14 15 14 15 72
Footnote  Houscholds in the state “0” is counted separately.
Transition Probabilitics  VLSSISISH “Qv 1 2 3 4 S total
0" 000 1944 1944 2083 1944 2083 100
1] 000 000 000 000 000 000 0
2 000 000 000 000 000 000 0
3 000 000 000 000 000 000 0
4 000 000 000 000 000 000 0
s{ ¢c00 000 000 000 000 000 0
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Houses and land per household (Region 2)

Number of Houscholds SIS “0" 1 2 3 4 5 total
from 0 B575 14105 237506 74239
to 8537 14105 23756 74239 1035635
VISS from o o _
“0 14 50 64 63 62 64 317
1 0 0 0 0 0 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 o 0 0 0 0 0 0 ¢ 0
4 0 0 0 ] 0 0 0 0 0
b 0 30000 Q 0 0 1 2 1 4
tofal 14 50 64 64 64 65 321
Footnote  Houscholds in the state “0” is counted separately.
Transition Probabilities  VLSS|SISH “0” 1 2 3 4 5 total
“° 4.42 1577 20.19 1987 1956 2019 100
il 000 0060 000 000 0060 000 0
2] 000 000 000 0060 000 000 0
3 000 000 000 000 000 000 ]
4 060 000 000 000 040 000 0
5p 000 00D 000 2500 5000 2500 100
Houses and land per household {Region 6)
Number of Households SiSH “ 1 2 3 4 5 total
from 0 7424 29696 66073 132888
to 7424 29696 63103 129918 779510
VLSS  from to
“0” 36 18 54 55 54 54 271
1 0 0 0 0 0 0 0 0 0
2 0 0 0 0 0 0 0 Q a
3 G 0 0 0 0 0 ] 0 0
4 0 0 0 0 0 0 0 0 0
5 0 43000 0 H 0 0 0 i i
total 36 18 54 - 55 54 55 272
Footnote Households in the state “0” is counted separatety.
Transition Probabilities VLSS|SISH|  “0” 1 2 3 4 5 total
“0v] 1328 6.64 1993 2030 1993 1993 100
1] oco 0060 000 000 000 000 0
2{ 000 000 000 0060 000 000 0
3 0060 000 000 000 000 000 0
4 0600 000 000 000 000 000 0
5] 000 000 000 600 000 10000 100
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Houses and land per household (Region 7)

Number of Households SiSH o 1 2 3 4 5  lotal
from 37110765 22272 32294 39391
10 G280 21529 29696 59391 263549
VISS  from to|
“0" 0 20 21 20 21 22 104
i 0 4] 0 0 0 3] a 0 0
2 0 0 0 0 0 0 0 0 0
3 0 0 0 0 0 0 0 o ¢
4 0 0 0 0 0 Y 0 0 ¢
5 0 1000 0 1 0 1 0 0 2
tolal 0 21 21 21 21 22 106
Footnote Houscholds in the state “07 is counted separately.
Transilion Probabilitics  VLSS|SISH “0” 1 2 3 4 5 total
“o7 000 1923 20,19 1923 2019 21.15 100
il 000 000 003 000 000 000 0
2t 000 000 000 000 000 000 0
31 0060 003 000 000 000 000 0
41 000 000 000 0G0 000 000 a
5{ 000 S000 000 5000 000 003 100
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Table A16 Total Assets (1,000 1993 VND)

Total assels (Nation)

Number of Houscholds SISH} 07 1 2 k] 4 5 total
from 371 10278 22717 43697 10157
to 10245 22331 43239 104091 1040460
VLSS from W e
“ 0 98 66 55 39 2 290
1 0 0 0 0 0 0 0 0 0
2 0 25 0 4 3 8 1 2 18
3 30 500 0 23 36 39 36 20 154
4 500 2000 0 18 35 34 39 28 154
S5 2000 135800 o 1t 14 18 39 73 155
total 0 154 154 154 154 155 771
Footnote Houscholds in the state “0” is counted separately.
Transition Probabifitics  VI.S${SISH 0 1 2 3 4 5 lotal
07 000 3379 2276 1897 1345 1103 100
1 000 080 000 000 000 GO0 0
2l 000 2222 1667 4444 556 1111 100
3| 000 1494 2338 2532 2338 1299 100
A 000 1169 2273 2208 2532 1818 100
s| 000 7.0 903 1161 2516 47.10 100
Fooinote Households in the state “0” is counted separately.
Number of Houscholds SISH “o” 1 2 3 4 5 total
from 445 20787 73059 124232 213437
to 20193 72977 121752 211952 757728
VLSS  from o
“0 0 7 7 6 6 3 29
i 0 120 0 4 4 3 i 2 14
2 150 1100 0 8 14 11 5 5 43
3 1110 2300 0 10 8 9 8 8 43
4 2300 6600 0 11 4 7 7 14 43
5 7000 135800 0 3 6 7 16 12 44
total 0 43 43 43 43 44 216
Footnote Households in the state “0” is counted separately.
Transition Probabifities  VLSS|SISH]  “0” 1 2 3 4 5  total
0’| 000 24.14 2414 2069 2069 1034 100
1] 000 2857 2857 2143 714 1429 100
2l 000 1860 3256 2558 1163 11.63 100
3] 000 2326 1860 2093 18.60 1860 100
4f 000 2558 930 1628 1628 32.56 100
s{ 000 682 13.64 1591 3636 2727 100
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Total assets (Rural Area)

Number of Houscholds SiSH 0" 1 2 3 4 5 total
from 371 9131 18411 30052 59859
o 9090 18211 29881 59614 1040460
VISS from 1o
“or 0 80 54 56 30 41 261
1 0 0 0 & 0 0 0 0 0
2 0 0 0 0 0 0 0 0 0
3 0 200 G 12 i4 17 17 12 72
4 200 as0 0 16 25 19 3 18 11l
5 1000 74540 0 3 18 19 31 40 11}
total 0 1in 111 11 111 111 555
Footnole 1louseholds in the state “0” is couated separately.
Transition Probabilitics  VLSS|SISH 0 1 2 3 4 5  total
“9’ 600 3065 2069 2146 1149 1571 100
1f 000 000 000 000 000 000 0
2] 000 000 00¢ 000 00 000 0
3] 000 1667 1944 2361 2361 1667 100
4 000 1441 2252 1712 2973 1622 100
51 o000 270 16.22 1712 2793 3604 100
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