RESTRICTED

WORLD TRADE
WT/ACC/VNM/3
4 March 1998
ORGANIZATION
(98-0827)
Working Party on the Origina: English

Accession of Vietham

ACCESSION OF VIETNAM

Questions and Replies to the Memorandum
on the Foreign Trade Regime
(Document WT/ACC/VNM/2)

In a communication dated 12 January 1995, circulated as WT/L/1, the Government of the
Socidist Republic of Vietnam applied for accession to the World Trade Organization (WTO) under
the provisions of Article XIl of the WTO Agreement. The terms of reference of the Working Party
are reproduced in document WT/ACC/VNM/1. In document WT/ACC/VNM/2, Members had been
invited to submit questions in writing concerning the foreign trade regime of Vietnam. The questions
submitted by Members and the replies thereto provided by the authorities of the Socialist Republic of
Vietnam are reproduced hereunder.! The Annexes and Appendices referred to in this document will
be circulated as document WT/ACC/VNM/3/Add.1.

Delegations wishing to raise additional questions concerning the foreign trade regime of
Vietnam might inform the delegation of Vietnam (with a copy to the Secretariat) of such questionsin
advance of the meeting of the Working Party, so that considered replies can be made available by
Vietnam to Members at the time of the Working Party meeting.

! This document contains replies to questions relating to the foreign trade regime on goods. Replies to
services questions will be circulated subsequently.
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l. INTRODUCTION
Question 1

Please indicate wher eabouts in the Memorandum (WT/ACC/VNM/2) information on the three
major economic programmes mentioned in this section - export production, food production
and consumer goods production - can be found.

Answer

In the Memorandum, these programmes were mentioned as a reference to the shift in
economic structure of the period 1986-1990. These programmes have since been adjusted for the
1996-2000 period in line with the new circumstances. A description of these programmes can be
found in section 2(a)(i), pages 5 and 6 of the Memorandum (document WT/ACC/VNM/2).

1. ECONOMY, ECONOMIC POLICIES AND FOREIGN TRADE
2. Economic Policies
)] Main directions

Question 2

Paragraph 3, page 5 statesthat " Non-nationalisation is granted by lawsto enter prises operating
legally in Vietnam" . Can Vietnam please explain what this statement means and provide more
specific detail on the means by which Vietham ensures national treatment for foreign
enter prisesin accordance with the requirementsof Articlelll of the GATT?

Answer

n

Article 21 of the Law on Foreign Investment in Vietnam (1996) provides: "...during the
course of investment in Vietnam, capital and assets of foreign investors shall not be requisitioned or
expropriated by administrative measures and enterprises with foreign owned capital shall not be
nationalized".

Vietnam is reviewing its trade regime vis-avis the requirements of national treatment for
foreign goods as provided for in Article 11 of the GATT, e.g., the discriminatory Turnover Tax shall
be replaced by VAT.

Question 3
According to the Memorandum, State-owned enter prises have been restructured under the Law
on State-Owned Enterprises. Should a State-owned enter prise go bankrupt, would it be handled
under the Law on Bankruptcy, as any other enterprise?
Answer

Article 1 of the Law on Business Bankruptcy dated 30 December 1993, provides. "This Law

snall apply to al forms of business ownership which are established and operated under the laws of
the Socialist Republic of Vietnam at the time of bankruptcy”.
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Question 4

@ How many State-owned enter prises have gone bankrupt since the enactment of the Law
on State-Owned Enterprises? In what business sectors did they operate? How are the
assets of the State-owned enterprises distributed in bankruptcy?

(b) Does the Law on Bankruptcy allow bankrupt State-owned enterprises to continue
operation through gover nmental forgiveness of debt or by governmental grantsto cover
operating losses?

Answer

) Since the promulgation of the Law on Business Bankruptcy, the provincial People's Courtsin
Vietnam have received 40 applications for bankruptcy proceedings; the Economic Court has made
bankruptcy orders for 7 cases upon hearing the petitions, out of the 7 bankrupt enterprises, 2 are
State-owned and engaged in tourism.

Among the 40 companies subject to bankruptcy, State-owned enterprises are engaged in
various sectors: production, import-export, tourism and multi-sectoral business.

State-owned enterprises are limited liability legal entities. They thus are liable for their debts
within the amount of assets capitalized by the State. There exists no difference in the liquidation
procedures between State-owned and other forms of enterprises.

The Law on Bankruptcy stipulatesin detail procedures of distribution of assets as follows:

(1) during the process of a bankruptcy proceeding, the judge shall order that the pledged or
mortgaged property of the business to be protected and shall organize the valuation of such
property. When the value of the pledged or mortgaged property is insufficient to pay the
debts of secured creditors, such creditors shall be permitted to participate in the distribution
process of the remaining assets of the bankrupt business together with other unsecured
creditors. Where the value of the pledged or mortgaged property is greater than the amount of
debt owed to secured creditors, the difference in value shall be deemed to be part of the
remaining assets of the bankrupt business;

(i) the distribution of the assets of the bankrupt business amongst the creditors shall be carried
out in the following order of priority:

- fees and costs of the bankruptcy proceeding as determined by the provisions of the
law;

- unpaid wages, allowances for termination of employment and socia insurance in
accordance with the provisions of the law and other rights pursuant to a signed
collective or individual labour agreement;

- tax liabilities;

- payment of debts owed to the creditors whose names appear on the list of creditors:
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- if the value of the remaining assets of the bankrupt business is sufficient to
cover the debts of al creditors, then each creditor shall be paid in full the
amount owed to him or her;

- if the value of the remaining assets of the bankrupt business is insufficient to
cover the debts of al creditors, then each creditor shall be paid a portion of
the amount owed in accordance with an appropriate ratio.

- if the value of the remaining assets of the bankrupt business exceeds the total
amount of debts owed to al creditors, then the difference in value shall
belong to:

- the owner of the businessin the case of private businesses,

- the members of the company in the case where the business is a
company;

- the State treasury in the case of State-owned businesses.

(b) The Government may, based on its financial capacity and the consideration of the enterprise's
role, provide assistance in the form of grants and debt forgiveness. Governmenta assistance to
bankrupt enterprises may be provided to State-owned as well as non-State-owned enterprises.

Pursuant to the Law on State-Owned Enterprises (SOEs), SOEs are limited liabilities legal
entities for business within their assets. This means that the Government's liabilities as the owner in
a bankrupt SOE are limited to the assets, capitalized by the Government to that SOE. Furthermore,
the Government has certain regulations on implementation of this Law in regard to businesses
operating in security, defence industries or important public services. Pursuant to these regulationsin
conformity with the Law on Bankruptcy, the following enterprises, including SOEs and private
businesses subject to overdue debts might be considered by the Government for supporting measures
to recover creditability if necessary:

- manufacturing and maintenance of weapons, military equipment, businesses operating in
economic and defence activities in strategic aresas;

- trading in finances, currencies and insurance;

- power generating and supplying;

- transport and public urban services;

- railways and airways transport;

- information and telecommunications;

- management and exploitation of water irrigation works;

- management and exploitation of specialized and national preserved forests.

In practice, labour intensive businesses are taken into consideration by the Government
supporting measures.

Question 5

When did the Law on State-Owned Enterprises and the Law on Bankruptcy enter into force?
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Answer
The Law on State-Owned Enterprises entered into force on 30 April 1995.
The Law on Business Bankruptcy entered into force on 1 July 1994.
Question 6

The Memorandum states that the co-operative economic sector is recognized and protected
under the Law on Cooper atives dated 20 March 1996. During the present economic transitional
period, in order to restrict massive changes in ownership and management, the State has
extended guidance and assistance for the stable development of thiskind of economic sector.

Please indicate what economic sectors Vietnam is protecting through its guidance and assistance
to cooper atives. Please describe the assistance that isbeing provided to the cooper atives.

Answer

Cooperatives, which are mainly found in rural areas, are autonomous economic organizations
uniting labourers. Cooperatives mainly engage in agricultural production, handicrafts manufacturing,
rural transportation and credit fund activities.

Under the Law on Cooperatives issued on 30 March 1996 and Degree No. 15/CP dated
21 February 1997 on "Incentive Development Policies for Cooperatives’, measures of support and
assistance provided by the Government for cooperatives are as follows:

- exemption from land-use fees for agricultural, forestry, agro-, aguaforestry and
salt-production cooperativesif land is alocated by the State;

- tax exemptions or reductions as stipulated by laws, and

- reduced tuition fees for managers and directors of the cooperative when they are sent to
public training institutions for study.

Question 7

In Section I1.2(a)(i) of WT/ACC/VNM/2, it is stated that State-owned enterprisesaretreated in
the same way as any other enterprises, that the Government has been removing the direct
monitoring and administration of enterprises by government agencies, and that State-owned
enterprises have been audited and are being restructured under the Law on State-Owned
Enterprises.

(a) Could Vietnam outline in detail its plan for withdrawing the preferential treatment
currently being given to State-owned enter prises?

(b) Has the direct monitoring and administration of enterprises by government agencies
been removed in all areas? If not, could Vietham provide details of the areas of the
economy that are still subject to direct monitoring and administration by the
government agencies and of what that monitoring and administration involves? Could
Vietnam provide details of when monitoring and administration by government
agencies will cease in each of these areas?
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(©) Is the audit of Vietham's State-owned enterprises complete? If not, could Vietham
provide details of when it will be completed?

(d) Could Vietnam provide details of the sectors where State-owned enterprises
restructuring has begun? What restructuring measures are being implemented in each
of those areas? When will the process of restructuring in each of those areas be
completed?

(e Could Vietnam provide details of the sectors of the State-owned enterprises where
restructuring has not begun? Which of these areas are not to berestructured, and which
areas are? What restructuring measures are to be implemented in each area? When will
the process of restructuring in each area be complete?

Answer

In the course of the economic reform, Vietnam has been gradually creating equal environment
to enterprisesin any form of ownership.

The privileges given to each type of enterprises shall be abolished as soon as laws on taxation,
banking and financing, and the Commercial Law take effect; the Laws on Companies, on Private
Enterprise, on Encouragement of Domestic Investment and on Land are amended or supplemented;
and a common law on enterprise applicable to all kinds of enterprises, foreign-invested and domestic,
isformulated. All enterprises are thus given the same treatment under the same regulations.

Vietnam is in the process of administrative reform. The linkages between governmental
agencies and State-owned enterprises have been renewed through the decentralization of the State
control. Governmental agencies and provinciad People's Committees no longer have the direct
administration and monitoring over State-owned enterprises. The line management has been removed.
The mechanism under which capital and assets are controlled by the State shifted to business
mechanism on commercia basis. State-owned enterprises have been transferred to limited liability
companies or joint-stock companies. The subsidization and “asking and giving” mechanism is
eliminated.

Yet, in order to strengthen the role and the right of the State ownership, the Law on
State-Owned Enterprise provides that the Government shall uniformly execute its ownership over
SOEs, i.e:

- to establish, dissolute, reorganize and transfer the ownership of SOEs; to make decisions on
objectives and strategic tasks and direction of development of SOEsS,

- to issue a SOE's Charter; to provide and allocate capital to SOEs;

- to approve, transfer, lease and mortgage important machinery and warehouses, to capitalize
and/or to make capital contributions to joint-ventures with other enterprises;

- to appoint, dismiss, commend and discipline on key positions of a SOEs, to supervise the
operation.

The Government authorizes the ministries and provincial people's committees to execute
some ownership rights on SOEs, determining relationship between the relevant ministry, provincia
People's Committees and Ministry of Finance in State ownership execution over SOEs. The SOEs
operating in public services are subject to the stricter control than those operating in the business
sectors. The latter are entitled to more autonomy than the former in respect of transferring, leasing or
mortgaging of enterprises assets or making the best use of the resources allocated. The SOEs
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engaged in the business are required to use the allocated capital and resources to do business. The
SOEs in the public service sector are obliged to supply public goods and services at the cost-price
frame fixed by the Government

The restructuring of al SOEs places an emphasis on the permanent process of economic
reform. It will be successfully completed if the business SOEs obtain the economic efficiency and the
public service SOEs achieve the targets that other enterprises are unwilling or unable to do.

The restructuring methods are as follows:

- adjusting investment and setting up new SOES: investing in infrastructure, public service and
high technology projects, investing for effective SOEs, dtrictly controlling the newly
established SOEs in accordance with sectoral, territorial, high technological and
environmental requirements;

- reorganizing the exiging SOEs, qualifying SOEs into business SOEs and public service
SOEs, SOEs required or not 100 per cent State ownership, profitable or loss making SOEs
and insolvent SOEs, unrecoverable SOEs;

- strictly proceeding dissolution, merging or bankrupting the SOEs in losses and unrecoverable;

- equitizing, diversifying ownership in SOEs in which 100 per cent State ownership is not
necessary.

The Law on SOEs dated 20 April 1995 stipulates that SOES are subject to financial report and
auditing. From 1997 on, SOEs financial reports are audited by independent and internal auditing.

Question 8

We are aware of a draft report of the Eighth Communist Party Congress which sets a target of
60 per cent government control of the economy. We understand that this target was deleted
from thefinal version of thereport.

@ Could Vietnam provideinformation on theinstitutional structure of its economy and the
policies and practices of the Gover nment which areto give effect to thisintention?

(b) Could Vietnam provide more precise detail of its intention to preserve the dominant
economic role of the State?

(© Could Vietham provide an assurance that the ingitutional structures and the
Government’s policies and practices will not in any way impair its ability to meet the
range of obligations that it will assume as a WTO Member, including under Article
XVII of the GATT?

Answer

Vietnam is streamlining and re-structuring State-owned enterprises with a view to assuring
their economic efficiency so as to stabilize the national economy. The number of State-owned
enterprises has decreased and in 1996 they accounted for 41 per cent of GDP.

Please refer to the answers to questions 7 and 14 and section 2(a)(i) of WT/ACC/VNM/2 on
the restructuring of the State-owned enterprises to preserve the dominant economic role of SOEs.
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Question 9

Paragraph 1, page 7 notes policies and regulations on " equitisation of State enterprises’ are
under consideration. Could Vietham please explain what is meant by thisterm and provide an
update on the current situation with regard to consideration of such policies?

Answer

Equitization of State-owned enterprises means the transfer, in part or in whole, of
State-ownership in 100 per cent State-owned enterprises to the other business sectors by issuing
stocks and/or mobilizing additional equity capita from the other business sectors. In so doing, the
enterpriseis re-registered pursuant to the Law on Company.

The pilot equitization programme of Vietnam was started in 1992 with the aim that the results
of this experimental stage would be used for larger scale equitization. At the end of 1995,
five State-owned enterprises were equitized. Following this first stage, in May 1995 the Government
of Vietnam promulgated the Decree No. 28/CP on Transferring Some State Enterprises to Joint-stock
Companies. So far, 20 State-owned enterprises have been equitized.

The new features of policies and regulations on equitization of State enterprises are as
follows:

- other forms of equitization are added. They are: selling shares to outsiders in order to
mobilize capital, selling part of the enterprise (reduction or divertissement of State capital
holding in the enterprise), establishing joint-stock companies(s) by splitting certain divisions
from the enterprise(s);

- the decision-making competence of equitization is delegated. The Prime Minister decides on
the equitization of enterprises with capital value more than 10 billion Dong. Minister, Chief
of ministerial level bodies, Chairman of People’'s Committee of Provinces or Cities under
central authority decide on the equitization of enterprise of capitalized value less than 10
billion Dong;

- incentives are given to the equitized enterprise and their employees. The incentives are:
reduction of or exemption from profit-tax, extension soft loans for buying stocks, provision of
interest earning stock.

Other policies and regulations are under consideration such as assigning annual equitization
target to ministries and People’'s Committees, giving priority to equitization in certain localities,
extending more incentives and supporting poor employees in buying shares. One-hundred and fifty
State-owned enterprises are planned to be equitized in 1998.

Question 10

The section entitled Economic Programmes of the Government (page 9 of WT/ACC/VNM/2)
sets out the objectives that should contribute to promoting Vietham's economic development.
No mention is made of the specific measures that will have to be taken to achieve those goals.
Would it be possible to have detailed information on the types of measures envisaged and the
dates on which they could take effect?
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Answer

Main policies and measures of Vietnam relating to the objectives of economic devel opment
are presented in sectionsl|l.2(a)(iv) and (v), 11.2(b), 11.2(c), 11.2(d), 11.2(e) of the Memorandum
(WT/ACCIVNM/2).

Question 11

Are there any circumstances under which parties other than the Government are allowed to
invest in capital construction? If not, why not? If yes, please provide mor e details.

Answer
Thereisno legal restriction on investment in capital construction of non-government sectors.

Foreign investors may invest in BOT, BTO or BT projects and participate in bidding for
construction projectsin Vietham.

Foreign investors are governed by the Law on Foreign Investment of Vietnam, dated
12 November 1996. They are not permitted to invest in some sectors which are specified in the
answer to question 121.

Vietnam also restricts foreign investment in projects which will adversely affect national
security, social order and security, historical heritage and culture, fine custom and tradition, or the
ecological environment.

Question 12

It isstated on page 6 (WT/ACC/VNM/2) that one of the tar gets underlying economic policies for
1996-2000 is " securing proper protection to domestic production”. How does Vietnam intend to
achieve this objective while respecting WTO rules?

Answer

The Government of Vietnam is undertaking measures, which are similar to that of other
countries, such as tariff and some non-tariff measures in a time-limited fashion. At present, these
measures are reviewed and systematized. |n the accession process, these measures may be adjusted in
conformity with the obligations as set forth in the WTO Agreements. Vietnam will properly observe
its obligations and commitments made upon accession to the WTO.

Question 13

The Memorandum identifies several economic objectives for the years 1996-2000, including
“securing the proper protection for domestic protection” and “building up the leading role of
the State-owned economic sector”.

Which economic policies are Vietham applying to " secure the proper protection for domestic
production” ? Which economic sectors does Vietham most want to protect? Could Vietham
provide further details on its future plans to provide this domestic support, particularly as it
relatesto domestic agricultural production?
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Answer
Economic policies during this period place emphasis on stabilizing macro-economic
environment and curbing inflation and encouraging economic development based on domestic and

foreign trade and foreign investment.

Proper protection of domestic production, selective protection, conditional protection and
protection in the time-limited fashion are applied.

Thetariff is used as a major means to ensure domestic production protection.

Quantitative restrictions are used to regulate supply-demand and to protect the domestic
production of potentiad and infant industries (i.e., eectronic, cement, steel and iron and paper
industries or labour or agricultural products intensive industries).

The future plans relating to protection of domestic production mentioned in the question are
under consideration to ensure the decrease in the number of goods subject to quantitative restrictions.
Vietnam will inform the Working Party of new evolution in its programmes and measure for
economic development as soon asit is able to do so.

Question 14

Please explain in what way Vietnam will focus on the building up of the leading role of the
State-owned economic sector ?

Answer
The following policies are adopted to achieve that goal :

- building and publishing a list of the economic sectors where the State retains 100 per cent
ownership;

- setting up State-owned enterprises operating in the key sectors and public services;
- reforming State control with the distinction between capital owners and users,

- gradually creating competitive environment that will force State-owned enterprises to
improve their competitiveness and efficiency.

Question 15

The Memorandum states that all enterprises, whether State-owned, private, partnership or
foreign-owned, arerecognized and protected under the law.

What differences, if any, are there in recognition and protection of State-owned, private,
partnership and foreign-owned enter prises? Please describe any differences in the recognition
and protection provided to each of these forms of enterprise. What differences exist between
foreign and domestic enterprisesin terms of recognition and protection?
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Answer

All enterprises, including State-owned enterprises, private companies, joint-ventures or
wholly foreign-owned enterprises, are recognized and protected by the law, provided that they are
legally established. Each type of enterpriseis subject to a specific law:

- State-owned enterprises are subject to Law on State-Owned Enterprises, dated 20 April 1990;

- private companies are subject to the Law on Companies and the Law on Private Enterprises,
dated 21 December 1990;

- foreign-invested enterprises are subject to the Law on Foreign Investment in Vietnam.

However, each type of enterprises subject to a specific law is a phenomena in the transitional
period to a market economy. For the time being, the formulation of a common law governing all types
of enterprises regardless of ownership is under consideration.

Question 16

Please describe all instances in which State-owned enterprises receive more favourable
treatment than private-sector or foreign-owned enter priseswith respect to theright to engagein
trade, theright to establish in certain sectors, equal accessto land, utilities, and accessto factors
of production. Please includereference to any designated right to conduct international tradein
certain products, to any exclusive domestic distribution rights, and to any other benefits granted
only to State-owned enterprises in terms of access to capital, energy, transportation, raw
materialsor other inputsfor the production process.

Answer

The Commercia Law provides that: "The State has the exclusive right to conduct commercial
activities in certain fields and regions with respect to certain types of goods and services as stipulated
in lists to be published by the Government".

The lists referred to in the preceding paragraph are not yet formulated. Vietham will provide
the Working Party with these lists when they are available.

In addition, the State shall invest in terms of finance, physical technical facilities and human
resources for the development of State-owned enterprises which deal in essential goods in order to
ensure the leading role of State-owned enterprises in commercial activities as one of the mechanisms
used by the State to regulate supply and demand and to stabilize prices and thereby contribute to the
implementation of national socio-economic policies.

The information relating to the right to conduct international trading activities is provided in
detail in Annex 3 (WT/ACC/VNM/3/Add.1).

The right to establish and to engage in trade are stipulated in Article 11 of the Law on
Companies, Articles5 and 22 of the Law on Private Enterprises and Article 3 of the Law on Foreign
Investment. Under the above provisions, except for the sectors which are prohibited by laws or
subject to prior approval of the Prime Minister, Vietnamese enterprises and foreign-owned enterprises
have the right to establish and engage in business activities in any sector of the economy. Article 6 of
the Commercial Law which was approved by the National Assembly in May 1997 and comes into
force on 1 January 1998 provides that "...individuals, legal entities, co-operative groups and family
households satisfying all conditions stipulated by law have the right to conduct commercia activities
in the fields and regions which are not prohibited by laws'. The State, through State-owned
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enterprises, conducts business activities in the fields relating to national defence, security, national
secrets and in the military and security regions. The State, through its State-owned enterprises, also
retains monopoly in respect of import/export of the essential goods such as petroleum and other fields
such as: postal service, telecommunications, radio and television broadcasting, newspapers
publishing, aviation transport, explosives. In order to ensure the equilibrium of the economy, some
import/export items are subject to quotas which are allocated to well-established enterprises (the
majority of them are State-owned). For reasons of security and preservation of national resources,
certain fields (exploitation of scarce minerals, sea cargo shipment and international tourism) are
subject to prescribed requirements and the Prime Minister's prior approval. The State-own enterprises
have an advantage over other enterprises in satisfying these requirements as they are more capable
and well-established.

Regarding exclusive domestic distribution rights and access to capital, energy, transportation,
raw materials, or other inputs for the production process , the State-owned National Corporations
control the distribution network in some important fields such as petroleum, post and
telecommunications, cement, electricity, clean water supply, etc. and thus has the advantage in these
sectors. Other than that favourable treatment, State-owned enterprises have no preferential treatment
in respect of exclusive distribution right as well as subsidies (for example, the Law on Promotion of
Domestic Investment provides equal treatment for State-owned and private enterprises). On the one
hand, foreign-owned enterprises are subject to lower profit tax rate and import duty exemption for
equipment, machinery, parts, means of transport and materials imported for the purpose of capital
construction to establish the enterprise. On the other hand, they are subject to higher costs of utilities
(electricity and water) and land use right.

Asfar astheland useright is concerned, as stipulated in the Law on Land issued in July 1993
and the Law on Foreign Investment, State-owned enterprises, private enterprises and wholly foreign-
owned are al entitled to lease land from the State and land use rights can be used by wholly State-
owned enterprises as capital contribution to joint-ventures. As a legacy of the past, the land used by
State-owned enterprises has been assigned to them for a long time. They thus can obtain quicker
procedures relating to land valuation for their contribution to the joint-ventures.

Unless otherwise indicated in paragraphs 3 and 4 of the answer to question 78, there is no
favourable treatment for State-owned enterprises in terms of access to capital resource, energy,
transport, raw material and other inputs for production process.

Question 17

It isstated that "it isrequired to construct the common and compatible regime giving equitable
treatment to both foreign and domestic investment with a view to offsetting the currently
available privileges offered to foreign investors' in section 2(a)(i) of WT/ACC/VNM/2. What
sort of privilegesare given to foreign investors?

Answer

The preferential treatment provided by Vietnam to foreign investors in comparison with
domestic investorsisillustrated by the following measures:

- Profit tax:

- domestic investment: 3 profit tax rates: 25 per cent for heavy industry, 35 per cent
for light industry and 45 per cent for the service industry. In addition, a surtax of
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25 per cent for non-government business entities or households and 30 - 40 per cent
for State-owned enterprises may be applied in case revenues exceed specified
ceilings;

foreign investment: 4 profit tax rates: 10 per cent, 15 per cent, 20 per cent, and
25 per cent shall be applied on the basis of business type and geographical location
of the enterprise.

Exemption from or reduction of profit tax:

domestic investment:

- maximum possible preference: exemption from profit tax for 2years
commencing from the first profit making year and a further possible
reduction of 50 per cent for the following 4 years,

- minimum possible preference: a reduction of 50 per cent in the period of
2 years commencing from the first profit making year;

Domestic enterprises are allowed to carry forward for not exceeding 2 years.
foreign investment:

- maximum possible preference: exemption from profit tax for 4 years from the
first profit making year and a reduction of 50 per cent in the following 4
years; 8 year-exemption in special cases,

- minimum possible preference: exemption from profit tax for 2 years from the
first profit making year and a reduction of 50 per cent for the following 2
years,

Foreign-invested enterprises are allowed to carry forward their losses in the following
5 years.

Import duties:

domestic investment: duty exemption only applies to infrastructure construction
projects, educational development projects and investments in mountainous regions
and offshore idands;

foreign investment: before the Law on Foreign Investment was amended in 1996,
machinery, equipment and materials for capital construction under foreign investment
projects were exempted from import duty. After the amendment of the new Law on
Foreign Investment in Vietnam dated 12 November 1996, materials are no longer
qualified for the exemption, except those materials imported for implementation of
BOT, BTO, BT or specially encouraged projects.

Individual income tax:

Vietnamese citizens. initia threshold for taxation is 2 million Dong; the highest
marginal tax rateis 60 per cent,
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- foreigners: initia threshold for taxation is 5 million Dong; the highest marginal tax
rate is 50 per cent.

Please refer to the answer to question 105.
Question 18

According to the Memorandum (WT/ACC/VNM/2), Vietnam is required to construct the
common and compatible regime giving equitable treatment to both foreign and domestic
investment, with a view to offsetting the currently available privileges offered to foreign
investors.

What further steps does Vietham plan to take to harmonize the Law on Private Businesses, the
Law on Companies and the Law on Foreign Investment, to effect the policy of treating all
foreign and domestic businesses equally?

Answer

Please refer to the answers to questions 7 and 17 herein which describe the differences in
treatment. The common tendency isto remove all discriminations.

Question 19

Could Vietnam provide information on the "important lines of activities'? Will the industry
sectors in which "large national corporations’ operate include Vietnam's foreign trade
activitiesinvolving the importation of like-products?

Answer
Thefull and detailed list of important lines of activities has not yet been finalized.

Large national corporations do operate in sectors involving importation of like-products but
operate in accordance with commercial considerations in those areas unless they possess monopoly
and privileges as presented in the answer to question14 and Annex 3 to document
WT/ACC/VNM/3/Add.1. They must apply for the right to carry out import and export activities as
would any other enterprisein Vietnam.

Question 20

According to the Memorandum (WT/ACC/VNM/2), the State has been abolishing the so-called
“line administration” mechanism, meaning to remove the direct monitoring and administration
of certain governmental agencies imposed on enterprises and the distinction between central
and local economic units.

What is the current relationship between former "lineg" ministries and the enterprises they
monitored or administered, now that "line administration" has been abolished? Do any
contracts, projects, expenditures, promotions, or hiring decisions of these enterprises continue
to require ministry approval? Please describe the line ministries participation and voting rights
on the management boards of the enterprises.
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Answer

The line ministries will partly do State-owner function in the enterprises. The enterprises are
empowered to make all decisionsin respect of their business activities.

Please refer to the answers to questions 7 and 14.
Question 21
Please list all products, including HS numbers, and services that are subject to price controlsin
Vietnam, at the central and local levels. How does Vietham determine which products and
serviceswill be subject to price controls?
Answer

The following products are subject to price control (HS numbers are currently not available):

- ceiling prices are set for products which have a great effect on the national economy such as:
petroleum, iron and steel, cement, etc.; and

- minimum prices (which act as guidance prices for a particular period) are set for buying and
exporting some products such as paddy, rice, €tc.).

Please refer to Annex 9 on price policies (WT/ACC/VNM/3/Add.1) and the answers to
guestions 162, 214 and 215.

The information on services subject to price controls will be sent to WTO Secretariat at an
appropriate time.

Question 22

Paragraph 7, page 7 refers. Could Vietnam please provide a full list of those products (by
HStariff line) on which price intervention is till maintained, together with a description of how
the price intervention mechanism operatesin each case? Please provide details on plansfor the
review and eventual elimination of such priceintervention.

Answer

The price control mechanism is presented in Annex 9 of document WT/ACC/VNM/3/Add.1
and the answer to question 42.

Question 23

Please describe how and at what point of sale price controls are applied to domestic articles and
toimports.

Answer
Unless otherwise indicated in Annex 9 on price controls, price control measures, if applied,

are applied at export point (f.o.b. price), at import point (c.i.f. price) and retail points of goods or
Services.
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Question 24
Paragraph 2, page 8. Could Vietnam please provide information on how regularly price settings
for products subject to price intervention are reviewed and the criteria which are used to
determinethelevels of any minimum, maximum or controlled prices set?
Answer

Reviewing the price, if necessary, is usually done at the beginning of the year or in case of
significant price fluctuation in the market. The price in international and domestic market, current and
forecast, supply-demand relationship are mgjor basis for reviewing.

Question 25

Please confirm that all other prices for goods and services in every sector in Vietham are
determined by market forces.

Answer

Apart from sectors and specific periods of time as mentioned in the answer to question 21,
where the administration exerts price control, market forces determine prices for goods and servicesin
Vietnam.

Question 26

Are services under any sort of price control? If so, please provide details of (a) the services
which are subject to price controlsand (b) the form of the price control applied.

Answer
Y es. Pleaserefer to the answer to question 21 herein and Annex 9 (WT/ACC/VNM/3/Add.1).

Details on services subject to price controls will be presented in the service section which will
be submitted to the WTO Secretariat in due course.

Question 27

Please identify all price controlled products and services for which foreign customers are
charged higher pricesthan domestic customers.

Answer

Prices of products and services for which foreign customers are charged higher prices than
domestic customers are:  electricity, airways and railways, water supply and sea-port charges.

Question 28

Describe and cite the domestic legal authority to apply the controls, the reasons these controls
are applied, and the conditions under which Vietham expectsto use controlsin the future, such
as critical situations, monopolies, protection of consumers or abuse of dominant market position
by firms.
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Answer

The Government Pricing Committee is the government agency which is responsible for the
management of prices policy in the domestic market.

At the provincid or city level, the Department of Finance and Pricing of the provincial or city
People's Committee undertakes the price management function.

The price control is amed at monitoring monopoly and stabilizing the prices of products
having great inter-ministeria effects.

Several matters referred to in the question are under consideration. Vietnam will notify the
Secretariat in detail as soon as possible.

Please refer to Annex 9 on price control (WT/ACC/VNM/3/Add.1) and the answer to
guestion 29 herein.

Question 29

Please confirm that after accession, price controls will be applied in a WTO-consistent fashion,
taking account of the interests of exporting WTO Members, as provided for by paragraph 9 of
Articlelll of the GATT.

Answer

Although goods and services subject to the price control are not numerous, the system of
price controls will undergo continuous reform with a view to reducing the direct intervention of the
Government in market prices and increasing an enterprise's self-determination in pricing practices in
the future.

After accession to the WTO, price controls will be applied consistently with Vietnam's WTO
obligations.

Question 30

Does Vietnam have a regular schedule for reviewing the price levels set for products and
services? Does Vietnam publish a list of all goods and services subject to price controls, and the
price levels, in an official journal, such as a public gazette? How far in advance of
implementation are new price levels published?

Answer

Goods and services subject to price controls are set out in a list of products and services
subject to price control in Vietnam. The prices are reviewed and adjusted in light of production and
distribution costs and domestic and international prices. When price adjustments are made in respect
of goods and services of significance to public consumption, the Government organizes a press
conference and makes a public announcement depending on the significance of the adjustment before
implementation.

Prices controlled by the Government are not published in the Official Gazette but can be
found in the daily Market and Price Bulletin.
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Question 31

Is Vietham concerned about black market activity resulting from the use of controlled prices?
What isthe estimated value of black market attributable to the price control system?

Answer

Generadly, black market activities in Vietnam do not exist, or if they exist, are only on a
temporary and negligible scale.

Question 32

Please describe the process for the setting of prices or ceiling prices, for products such as
petroleum and fertilizer. What factors does Vietnam consider in setting the prices?

Answer

The setting of prices or indicative ceiling prices for petroleum and fertilizers, are made on the
basis of import prices and domestic production and distribution costs.

Please refer to the answers to questions 21 and 42.
Question 33
According to the Memorandum (WT/ACC/VNM/2), the State maintains some price intervention
modalities applicable to some very selectiveitems, which ar e consider ed sensitive to price shocks
and fluctuationsin the market, and may cause undesirable effectsto production and social life.
Please identify all items, including HS tariff numbers, for which the Government maintains
price intervention modalities, whether or not controls are currently applied. For which of these
items has the Government made any priceinterventionsin the past three years? Could Vietnam
specify the agricultural products which fall into this category and provide mor e specific details
on the modalities employed for each commodity?
Answer

Please refer to the answers to questions 21 and 42  and aso Annex 9
(WT/ACC/VNM/3/Add.1).

Thelistin HS codeis not available yet.
Question 34
Does the Government of Vietham impaose any restrictions on the importation or exportation of
these products and servicesin order to control the prices? Please describe any such import and
export restrictionsthat are used.

Answer

Yes. Please refer to the answers to questions2l and 43 herein and Annex 9
(WT/ACC/VNM/3/Add.1).
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Question 35

What modalities are available for the Gover nment to use in making price interventions? Please
describe any modalitiesthat apply to imported products.

Answer

The price stabilization fund applies to selected items. The fund mobilizes part of the price
difference resulting from abrupt and wide fluctuation of pricesin international and domestic markets.

Please refer to the answer to question 21 and Annex 9 (WT/ACC/VNM/3/Add.1).
Question 36

Prices Policies of WT/ACC/VNM/2. Even though the State has limited its intervention in price
setting, it is still free to take certain measures designed "to reconcile the supply-demand
relationship, to secure price stability, and to protect interests of producers and consumers".
How does Vietnam propose to achieve this goal while abiding by the WTO rules? How much
longer does Vietham intend to take thistype of measur e?

Answer
Direction to reform the price control mechanism:

Vietnam shall implement the above-mentioned price mechanism until the year 2000. Then, it
shall gradually reduce the number of items whose prices are directly determined by the Government.
The likely first candidates for the reduction of price control will be iron, steel, cement, paper, etc. At
the same time, the price supervision shall be strengthened. The differentia pricing applied to domestic
and foreign customers (for air fares, train fares, utilities (electricity and clean water costs)) will be
gradually reduced and eliminated.

Please refer to Annex 9 (WT/ACC/VNM/3/Add.1).
Question 37

Please provide some examples of how the Government of Vietham has used regulations on the
use of land, natural resources and the State's property to control prices. How are these
regulations applied to foreign-owned businesses which haveinvested in Vietham?

Answer

The Government authorities set the list of rent-rates applicable to different categories of land.
On the basis of the guidelines stipulated therein, the provincia-level administration determines the
specific rate of rent for the purpose of collection of rental fees, land use right transfer tax calculation
and compensation for land redemption. Natural resources are subject to natural resources royalties.
Foreign-invested enterprisesin Vietnam pay rentals for using land and water surfaces.

Question 38

The Memorandum (WT/ACC/VNM/2) describes three forms of measures and modalities that
may be used to control prices at the macro-level. These forms include regulations on the use of
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land, natural resources and State property; minimum prices on certain export products and
maximum prices on selected import products, and control on price movements of some major
and key itemswhich might have a great impact on production and social life.

How are imports subject to the these three forms of price control valued for customs purposes?
Does the customs valuation of these products conform to the price control applied, or is
valuation for customs purposes applied independently from the controlled price at which the
goodscirculatein Vietham's market?

Answer

The customs valuation on export-import goods is carried out in accordance with the Law on
Export-Import Taxation of Vietnam.

Pursuant to this Law, the customs value of export-import goods is the contract price, which is
legal and in conformity with other relevant documents.

In practice, many trading fraudulent cases detected in prices such as contract declared prices
are much lower than the actual payment to the supplier, especialy for the goods subject to high
export/import duties and in huge volume, avoiding full duties, causing big losses to the State budget
or declared price much higher than actual price for goods contributed to joint-venture on purpose of
increasing shares in investment capital in joint-ventures. Therefore, in order to fight against trading
fraudulent practice in prices, the Government determines control over some commodity groups for
taxation purposes (mainly for goods with high duty, huge volume), based on average c.i.f. price and
valid for acertain period of time, adjusted in accordance with the international average f.o.b. price.

The Ministry of Finance and the General Department on Customs and the Ministry of Trade
together determine the list of commodities subject to government controlled prices and issue the list
of minimum check prices on these commaodities. The list of government price controlled commodities
to be adjusted time by time in order to meet management objectives set forth. Previoudy, 9 groups of
goods were included in the list, then 18 groups, 34 groups and currently reduced to 21 groups (please
refer to the answer to question 313). For the import commodities under government controlled prices,
the customs valuation is carried out as follows:

- in principle, the contract price (c.i.f.) is applicable if it is formulated in legal contract and
equal or higher than the minimum import check price in the list;

- the list of minimum check prices issued by the Ministry of Finance will be applicable in case
goods imported without contract, payment made not through the banks or contract price is
lower than fixed in the list of minimum import check prices;

- contract prices of the materials imported for local production, meeting government
regulations can be accepted for taxation purpose.

Valuation for customs purposes is independently applied from the controlled prices at which
the goods are circulated in Vietham' market.

Question 39

How does " maximum import pricing" differ from the application of price controls on imports
discussed above?
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Answer

According to Article Il of the Decree of the Viethamese Government No. 33/CP On
Government Management of Import-Export Activities dated 19 April 1994, the Ministry of Trade
shall only establish the prices or modalities for setting the minimum price for exported goods and the
maximum prices for imported goods which are of prime importance to the Vietnamese economy or
are of large import-export turnover within a certain period such as fertilizer, petroleum, steel and iron
or certain machinery and equipment of great value. This mechanism of price controls applies just
temporarily on the above-mentioned items, not on all export-import goods of Vietnam.

Question 40

Does the Government of Vietham impaose any restrictions on the importation or exportation of
these products and servicesin order to control the prices? Please describe any such import and
export restrictionsthat are used.

Answer
No, Vietnam does not use import restrictions in order to control the prices.
Question 41

Please identify, including HS tariff numbers, all import products that may be subject to
maximum import pricing? Please identify all import products that have been subjected to
maximum import pricing in the past five years. For each item, please describe the
circumstances that precipitated the use of maximum import pricing and the period of time that
the products wer e subject to maximum import pricing. Please provide the same information for
all export productsthat may be subject to minimum export pricing.

Answer

Maximum import pricing is stipulated in Decree No. 33/CP of the Government dated
19 April 1994. However, the list of products in HS code was not issued therewith. Please refer to the
answer to question 42 for more details of actual implementation.

Pleaserefer to Annex 9 of WT/ACC/VNM/3/Add.1.
Question 42

We refer to price controls under which maximum prices are placed in imports (page 8 of the
M emor andum, document WT/ACC/VNM/2). We would appr eciate details of :

- the mechanism for setting maximum import prices; and
- what these maximum pricesarereated to?
Answer

According to Article 11 of Decree of the Vietnamese Government No. 33/CP On Government
Management of Import-Export Activities, dated 19 April 1994, the Ministry of Trade shall establish
the prices or modalities for setting the maximum price for certain imported goods which are of prime
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importance to the Viethamese economy within a certain period. This purely temporary mechanism of
price control does not regularly apply to Vietnam's import-export trade.

The maximum import prices are imposed on large volume imports of certain products such as
fertilizer, petroleum, iron and steel and certain machinery and equipment.

The maximum import price for urea is based on the international prices and is applied in a
certain period of time (between the low and average international prices) in order to supply farmers
with the necessary urea quantity at reasonable prices.

Please refer to the answer to question 21.

Question 43

Please identify those " major and key items", including HS tariff numbers, that may be subject
to control on price movements. Areimported and domestically-produced goods subject to price
movement controls on the same terms?

Answer

As a generd rule, imported and domestically-produced goods are subject to the same price
control mechanism. The HS tariff numbers for these items are currently not available.

Please refer to the answer to question 21 and Annex 9 of WT/ACC/VNM/3/Add.1.
Question 44
According to the Memorandum (WT/ACC/VNM/2), the Government may establish price
stabilization funds from charges on export/import prices with a view to partly balancing the
differences between international and domestic prices during price fluctuation periods. The
funds are used to cover interest on bank loans or to subsidize prices.
Other than coffee, pleaseidentify all products, including HStariff numbers, that may be subject
to import/export charges for the establishment of price stabilization schemes. Under what
circumstances can the Government establish the funds and assessimport/export charges?

Answer

The price stabilization fund is triggered by abrupt and wide fluctuation of prices. Therefore,
the surcharge is only collected when wide price fluctuation results in abrupt price differences relating
to important goods.

During the last 3 years, the surcharge has been applied on a time-limited basis to:

- imported products. petroleum, some types of iron and steel and fertilizer; and

- exported products. coffee, unprocessed cashew nut, rubber.

At the beginning of May 1997, the surcharge only applies to imported iron and steel and
exported unprocessed cashew nuts.
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Question 45

Please describe the mechanism for imposing the import and export charges. How is the amount
of these char ges determined?

Answer

The Government decides or authorizes the Head of the Government Pricing Committee to
decide the items subject to surcharge and the amount of the surcharge. The applied rate of the
surcharge is normally between 30 to 70 per cent of the price differences.

Question 46

Please describe how the price stabilization schemes cover interest on bank loans. How does the
Government deter mine which loans will benefit from theinterest subsidy? Areforeign investors
eligiblefor theseinterest subsidies?

Answer

The price stabilization fund finances part of the interest on bank loans for enterprises when
appointed to buy for national reserves with a view to stabilising certain items prices. In the last two
years, this fund has been applied to rice, urea and sugar. Currently, financing from the fund is only
provided to rice trading companies which borrow money from the commercial banks to purchase rice
for reserves and price stabilization purposes. The determination of enterprise enjoying interest support
shall be based on the actual requirements of a particular period of time and region.

Any enterprise engaged in the products concerned can be eligible for interest support on bank
loans.

Question 47

How does the Gover nment use the proceeds of the price stabilization funds to subsidize prices?
Does the Gover nment make payments directly to producers? What terms apply to the grant of
the price subsidies? Are any of the subsidies provided to producers of export products? Are
there any conditionslinking export production to receipt of the subsidies?

Answer

So far, the Fund has been used to grant bank-interest support in a certain period to enterprises
appointed to increase paddy reserves over normal circulating time with a view to stabilising the
market.

Coffee-exporting enterprises, which have contributed surcharges to the fund upon exporting
during the period of international high pricing, could be covered part of the losses resulting from the
decrease in world market price. However the total amount to be covered is not in excess of the pre-
contributed amount.

There is no condition linking export production to receiving support from the fund.
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Question 48
How are the import and export charges applied to coffee? Can the stabilization fund proceeds
derived from the coffee import/export charges be used for loan interest and price subsidies for
products other than coffee? Please provide specific details on the operation of this system. Does
Vietnam have plansto limit the coverage of thisfund to coffee?

Answer

Currently, the surcharge is not applied to coffee as there is no abrupt or wide price
fluctuation.

Please refer to the answer to question 24 and Annex 9 (WT/ACC/VNM/3/Add.1).

Up to now, the amount of disbursement for a particular commodity has been limited to the
surcharge revenues collected from the same commodity. In theory, it is alowed that surcharge
revenues from one commodity can be used to subsidize for another commodity.

Question 49

Does the Government of Vietham make recommendations to the enterprises lised in
Appendix 5 of the Memorandum (A-Category National Corporations) with respect to the
pricing of their products and services? To what extent are the prices of goods produced and
distributed by these corporations controlled?

Answer

Enterprises of all economic sectors (including category A corporations) operating in Vietnam
are free to set the prices for their goods and services, except goods or services which are subject to a
pricing control mechanism. Please see further detailsin Annex 9 (WT/ACC/VNM/3/Add.1).
Question 50

We note that Vietnam intends to introduce a price stabilization fund and reserves the right to
use such devices as price control mechanisms (section 11.2(a)(iii) of WT/ACC/VNM/2).

@ Could Vietnam provide a complete list of the imports and exports on which price
controlsare currently imposed?

(b) Could Vietnam provide details of any plansit may have to phase out these price
controls?

(© Could Vietnam provide details of any plans it may have to impose price controls where
price controls currently do not exist?

Answer
Vietnam currently has no plans to expand the scope of products subject to price controls.

Please refer to the answer to question 21 and Annex 9 (WT/ACC/VNM/3/Add.1).
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Question 51
Please describe the operation of the price setting mechanism for foodstuffs.
Answer
Please refer to the answer to question 52 and also Annex 9 (WT/ACC/VNM/3/Add.1).
Question 52

Could Vietnam provide details of the regulations applying to marketsfor rice and sugar (page 8
of the Memorandum, document WT/ACC/VNM/2)?

Answer
In respect of rice, Vietnam applies the following measures:

- allocating rice export quota;

- applying tariff;

- allowing all economic sectors to engage in domestic rice trading and to eliminating wholesale
taxes;

- introducing the indicative price frame applied to rice in the time when price fluctuation
occurs,

- providing preferential credits to some companiesin order to purchase paddy rice from farmers
when the market price is lower than the minimum price or in the harvest season when supply
exceeds demand;

- selling certain quantity of paddy rice in State's stock in case of price upsurge resulting from
natural disasters, loss of crops, etc.

In respect of sugar: In order to protect the interest of the farmers who engage in sugarcane
production, Vietnam maintains a policy encouraging domestic sugar production. Accordingly, import
quotas and tariffs of up to 35 per cent on imported sugar are imposed.

Question 53
What forms of price controls are being used?
Answer

For imports, exports and services, the following measures are being used:

- setting maximum prices for petroleum, cement, iron, steel and newsprint;

- approving the price of goods financed from State budget (currently the bidding mechanism is
applied);

- setting minimum prices for some agricultural productsin certain periods of time.

The price control mechanism includes fixed prices, price ranges, maximum and minimum
price. Pleaserefer to Annex 9 (WT/ACC/VNM/3/Add.1).

Question 54

Please provide detailed information on the timetable foreseen for the eimination of price
controls.
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Answer

Direction to reform the price control mechanism:

Vietnam shall implement the above-mentioned price mechanism until the year 2000.
However, it shall gradually reduce the number of items under price control. The likely first
candidates for the reduction of price control will be iron, steel, cement, paper, etc. At the same time
the price evaluation shall be reinforced. The price difference between domestic and foreign customers
(air fares, train fares, utilities charges) will be gradually eliminated.

Question 55

Paragraph 6, page 36 refers to the operation of the Price Stabilisation Fund under which a
"non-tax surcharge" isapplied to selective imports and exports. Can Vietnam provide a full list
of the products affected by this measure (by HS tariff line) and comment on the compatibility of
thismeasurewith Article VIII of the GATT?

Answer

The list of products to which a surcharge has been applied during the last 3 years has been
indicated in the answer to question 228. Please see the information regarding the surcharge
mechanism in Annex 9 (WT/ACC/VNM/3/Add.1). However, the list of these products by HS tariff
lines has not been collected.

Question 56

(a) What incentives and other measuresis the Government of Vietnam using to stimulate a
shift of some agricultural production from food cropsto cash cropsand fruit crops?

(b) Please describe the investments that the Government is using to promote intensive
farming, crop restructuring and application of new technologies.

Answer

@ The Government encourages to maintain firmly rice cultivation areas. Fruit and industrial
crops areonly cultivated in the areas where the rice productivity is unstable and low.

(b) To promote the restructuring of agricultura production, the Vietnamese Government is
applying the following measures:

- determining particular areas where crops other than rice can be cultivated, providing
farmers with guidance on methods and models for upgrading fields for new crops,

- investing in researches on transfer of modern technol ogy;

- providing new seed varieties and breeding stock for experiment before mass
production;

- providing credits to farmers to buy new seed varieties and to upgrade their fields;

- investing in infrastructures (roads, irrigation works, etc.);
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- providing credits for promoting the development of food processing industry;
- ensuring the availability of production materials;
- investing in pest preventing research; and
- using supporting measures to stimulate the distribution of the surplus harvested
products when it is necessary.
Question 57

What measures are being used by the Government of Vietnam to develop aquaculture, fish
catching and processing facilities? Is Vietham using the import and export licensing
requirements for aqua-cultural breeds, medicines, vaccines, activating substances, lobsters and
sea cods as measuresto foster development of thefish industry?

Answer

The Government of Vietnam has put in place a comprehensive programme to promote the
development of the domestic and aqua-culture industries. The programmes rely to a large extent on
the provision of technical assistance by government experts to the above sectors, including a fisheries
extension system to provide training and to introduce new technology and management methods to
the fisheries sector. The Government has also promoted the development of infrastructure for the
fisheriesindustry including the construction of refrigerated facilities and facilities for the construction
and repair of fishing boats. The Government has encouraged as well the introduction of new
technologies through the promotion of inward investment from both domestic and foreign sources. It
has also implemented new programmes aimed at improving sanitation and quality controls for
Vietnamese fish products in order to increase their marketability in international markets. In recent
two years, the Government has offered long-term loans to fishermen to build firm fishing boats for the
increased fishing capability.

Vietnamese fishery is very much directed to the development of the fishing industry at the
local and artisanal level and the Government has concentrated its efforts in the area of support and
encouragement to fishermen and cooperatives engaged in the fishery and aqua-culture sectors.

The Government of Vietnam imposes import and export licences for aqua-cultural breeds,
medicines, vaccines, activating substances, lobsters and sea cods. These licensing requirements have
been put in place for health protection reasons to prevent the spread of infectious diseases in the aqua-
culture industry.

Question 58
Please describe the measures the Government is using to develop manufacturing, consumer
goods industries and export production industries. What role do export subsidies, tax
exemptions, interest-free loans and subsidized land and equipment play in thisinitiative?
Answer

The Vietnamese Government is using preferential tax measures to develop consumer

manufacturing industries and export production industries. In the current Vietnamese tax schedules,
there are provisions providing for reduction of and exemption from tax for a certain period of time



WT/ACC/VNM/3
Page 27

commencing from the first operating day in respect of consumer goods manufacturing industries and
export production industries:

Law on Turnover Tax dated 30 June 1990:

- Article 2, paragraph 3: products for exports are subject to tax exemption,
- Article 18, paragraph 3: import substitution products are subject to a reduction of 50 per cent
of turnover tax for the period not exceeding 2 years.

Tariff rates usually applied to consumption products are in between 0 - 4 per cent.
Law on Excise tax dated 28 October 1995:

- Article 3: products subject to excise tax but are used for exports shall enjoy excise tax
exemption.

Law on Export-Import Tax, dated 5 July 1995:

- Article 10, paragraph 5: materials imported for the purpose of processing for re-export are
subject to tax exemption,

- Article 14, paragraph 4: materialsimported for production of exports are subject to tax
refunds.

Law on Profit Tax dated 30 June 1990:

- Article 22: enterprises and industries where investment is encouraged are subject to a tax
reduction of 50 per cent;

- Article 25: newly established enterprises are subject to exemption from profit tax for the first
2 years and areduction of 50 per cent of profit tax for the following 2 years.

Law on Encouragement of Domestic Investment.

List of industries in sectors subject to investment incentives (preferential tax as stipulated in
Article 10 of the Law (Part IV: production for exports, Part V: production of products for
consumption).

The Commercial Law aso sipulates that the Government shall determine restriction
measures applied to imported products which could be produced domestically with a view to saving
foreign currency for importation of advanced equipment and technology.

Question 59

According to the Memorandum (WT/ACC/VNM/2), Vietham has been taking certain measures
to accelerate the privatization of certain State-owned enterprises. However, Appendix 4 to the
Memorandum indicates that the percentage share of total GDP coming from State-owned
enterprises actually increased from 1990 (32.5 per cent) to 1994 (42.2 per cent).

Please describe generally the enterprises and sectors that have already been privatized. Which
sectorsand enterprises does Vietnam expect to privatizein the near future?
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Answer

Due to inappropriate statistical methods, output of joint-ventures between foreign companies
and State-owned enterprises is accounted for that of State-owned enterprises.

The Vietnamese Government is implementing a programme of "equitization" of State-owned
enterprises. The programme is in an early phase, 20 State-owned enterprises have been equitized so
far.

The above equitized enterprises are small in activity scale, but their businesses are run with
profits and they have positive development potential in term of capital scope and net income after
being equitized. In the near future the subjects of the equitization are small and medium enterprises.

Thelist of State-owned enterprises which have been equitized (up to 31 December 1997) is as
follows:

- United Joint-Stock Company - Transport Agency;

- Dong Giao Stone Exploitation Joint-Stock Company;
- Hai Phong Bus Joint-Stock Company;

- Hiep An Footwear Joint-Stock Company;

- Refrigeration Equipment Joint-Stock Company;

- Honey Products Joint-Stock Company;

- Binh Dinh Shipyard Joint-Stock Company;

- Long An Export-Processi ng Joint-Stock Company;

- Cattle Feed-Processing Joint-Stock Company;

- Ha Noi Wooden Products Joint-Stock Company;

- Nam Mo Joint-Stock Company (cosmetics);

- Hai Duong Joint-Stock Trading Company;

- Cable and Communications Materials Factory (SACOM);
- Bach Tuyet Paint Company;

- Traditional Medicines Factory of District 5;

- Seaprodex Danang;

- Saigon Cosmetics Company;

- Bach Tuyet Cotton Company;

- Saigon Joint-Stock Hotel Company;

- Minh Hai Seafood Joint-Stock Company.

The number of the State-owned enterprises slated for equitization is 78.

In the past, for experiment, equitization of State-owned enterprises was carried out on a
voluntary basis. From May 1996 with the Degree No. 28CP on equitization, the equitization is carried
out on a selective basis. In order to speed up the equitization process some additional measures are
under consideration.

At present, the economic sectors or types of enterprises that will undergo equitization have
not yet been defined. Vietham is planning to classify State-owned enterprises into different categories
including enterprises that can be equitized.

Question 60

What measur es have been taken or will betaken to privatize certain State-owned enter prises?
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Answer

Prior to 1996, the course of equitization had been carried out for experiment and on a
voluntary basis. From 1996, Decree No. 28/CP has directed to undertake the course on selective basis,
concentrating on small and medium enterprises. Many detailed measures are under consideration.

In March 1997, the ministries, provincial people's committees and cities under the Central
Government allowed by the Government to decide on equitization of the enterprises with capital less
than 10 billion Dong (previous figure was 3 billion Dong).

On 1 December 1997, the Government set up two working teams led by one deputy Prime-
Minister for assisting the Government to direct the Master Plan on reorganisation of SOESs in Hanoi
and Ho Chi Minh city, including equitization.

Please refer to the answer to question 59.

Question 61

Privatization plans (WT/ACC/VNM/2). Please supply details concerning the specific measures
that the Government intends to take to speed up the privatization of certain State-owned
enterprises.

Answer

Vietnam is shifting from voluntary equitization to compulsory equitization by defining
equitizing sectors, strengthening the leadership of equitization management boards, offering
incentives to equitized enterprises and their employees.

Please refer to the answers to questions 59 and 60 herein.
Question 62
Please describe the procedures used by Vietnam to implement its programme of privatization.
Areforeigners allowed to participate in this privatization under the same terms and conditions
available to domestic investors?
Answer

The procedure to equitize a State-owned enterprise:
Step 1: Preparatory phase (selecting an enterprise, establishing equitization management board).
Step 2: Project devel opment.
Step 3: Approval and implementation of the project.
Step 4: Shareholders meeting for approval, business registration.

The Government is currently considering publishing a pilot regulation on the sale of sharesin

equitized enterprises to foreign parties. However, there is no specific regulation on the same terms and
conditions available to domestic investors and foreigners participating in these equitization.
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Question 63

Will foreign investors be able to participate in these privatization on an equal footing with
national investor s?

Answer

The Government is currently considering publishing a pilot regulation on the sale of sharesin
equitized enterprisesto foreign parties.

For the time-being, there's no decision or certain plan on thisissue.
Question 64
Wewould appreciate mor e details on Vietnam’s privatization plans.
Answer

Thelist of equitized companiesis provided in the answer to question 59.

Vietnam is shifting from voluntary to compulsory equitization applicable to profitable SOEs
on aselective basis. One-hundred and fifty enterprises are to be equitized in 1998.

Please refer to the answers to questions 59, 60 and 61.
Question 65
When State enterprisesare privatized, areforeign investor s accorded national treatment?
Answer

National treatment for foreign investment does not depend on equitization and it is under
consideration.

Privatized shares are being sold to foreign parties on trial basis only; no official legal
regulation has been issued yet.

Question 66
Does Vietnam have plans to privatize the Vietham Southern Food Corporation, the Vietnam
Northern Food Corporation, the Vietham National Coffee Export-Import Corporation or the
Vietham National Tobacco Corporation?
Answer

At present, the Government is promoting equitization of small- and medium-size State-owned

enterprises on an experimental basis. As the above enterprises are large nationa corporations, thereis
aplan to privatize some enterprises - members of the Large National Corporations.
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Question 67

Paragraph 6, page 11 refers to State interest in constructing large " ...national corporations
specialising in certain important lines of activities'. Can Vietham explain what sectorswould be
affected by such plans and what policieswould be involved?

Answer

The main principle pursued by the Government in establishing major national corporations is
to consolidate resources and at the same time to avoid a monopoly.

In general, the creation of these large national corporations will be achieved through mergers
of corporations which have the same interests and technology. They have great market shares and
trade volume but not al of them operate in the important lines of activities. Mgor national
corporations are established under Decision No. 91TTg and their members shall be decided by the
Government.

Other corporations operating in different sectors of economy and stabilised on a voluntary
basis by relevant ministries or provincial people's committees are smaller in term of business scale.

Magjor nationa corporations operate in the same footing with enterprises of other forms of
ownership except for the sectors which are formul ated.

Question 68

We would be grateful if Vietham could explain the passage in the Memorandum (section
I1.2(a)(v), page 11 of document WT/ACC/VNM/2) stating " ...the Government advocates to
construct some large national corporations specializing in certain important lines of activities' .

@ Isthisareferenceto privatization of State-owned enter prises?

(b) Could Vietnam provide information on the " important lines of activities' ?

(© Will the industry sectors in which "large national corporations' operate include
Vietnam'sforeign trade activitiesinvolving theimportation of like-products?

(d) Will these " lar ge national corporations' be government monopoliesin their designated
areas of activitiesor will they be private monopolies?

(e What means will be used to construct these " large national corporations' in each area
of activity?

(f) Could Vietnam provide an assurance that the means used to construct these "large
national corporations' will be fully consistent with the obligations Vietnam will assume
asafutureWTO Member under GATT Article XVII?

Answer

(a The establishment of Large National Corporations (LNC) is a part of the reorganisation of
State-owned enterprises. The equitization of enterprise members of LNC is under consideration. The
sectors of important lines of activities LNC operate are the driving force of national economy and
require huge investment.

The important lines of activities decided by the Government include infrastructure such as
electricity, post and telecommunication, petroleum, energy, railways, maritime transport, cement
production and trading, steel and iron, etc.
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The full list of important lines of activities has not been formulated. No privilege on foreign
trade is given to these sectors unless otherwise indicated in the Memorandum or answers to other
questions.

(b) Some nationa corporations operate in areas where State monopolies are maintained such as
electricity supply and postal and telecommunication services. Others operate in areas with
competition with enterprises of other types. The names of these enterprises are listed in Appendix 5 of
document WT/ACC/VNM/3/Add.1.

(© The main principle pursued by the Government in establishing large national corporations is
to consolidate resources and at the same time to avoid monopolies. The number of LNCs has been
reduced by 60 per cent compared with that in 1990.

(d) In general, the creation of these large national corporations will be achieved through mergers
of corporations which have similar interests, technology, encouraging traditional and diversifying
business activity. Major national corporations are established under Decision No. 91/TTg and their
members shall be decided by the Government. Other corporations operating in different sectors of
economy and stabilised on voluntary basis by relevant ministries or provincial people's committees
are smaller in terms of business scale.

Large National Corporations operate in the same footing as other enterprises except for the
published sectors where a monopoly is retained.

Up to now, there are 18 LNCs only in the following fields:

- electricity;

- coal;

- cement;

- marine transport;

- aviation;

- petroleum;

- post and telecommunications;
- rubber;

- stedl;

- coffee;

- cigarettes;

- paper;

- textiles and garments;

- food (2 LNCs);

- chemicals;

- gold and precious stones;
- shipbuilding industry.

(e The Government of Vietnam intends to fully comply with al of its obligations once it
becomes a Member of the WTO.

Question 69

According to the Memorandum (WT/ACC/VNM/2), the Government is planning to construct
some lar ge national corporations specializing in certain important lines of activities.
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In what sectors will the new large national corporations do business? Has the Government yet
determined any of the lines of activitiesin which these corporations will be engaged? Have any
of the corporations already been created? What owner ship interest will the Government retain
in these corporations? Will the Government provide any concessionary financing to these
cor por ations? Will foreign firms be allowed to compete in the same sector s as the large national
cor por ations?

Answer

Large national corporations (LNCs) of Group A are listed in Appendix 5 of
WT/ACC/IVNM/2.

Large national corporations become not 100 per cent State capital as they also comprise of
joint-ventures and equitized members.

Acting as the owner, the Government could allocate capital or additional capital to the LNCs.
All SOEs using State capital shall pay "capital use tax" annually with tax rate in between 3.6 -
6 per cent per year, depending on industries (the proportion of capital contribution to a joint-venture
is excluded).

On the same footing as other enterprises, large national corporations may receive subsidies,
price subsidies or other State preferential schemes if they carry out production and/or supply services
for remote mountainous regions, natural disasters fighting and for the purpose of national defence,
security, public welfare activities, etc. Preference is given aso if LNCs face losses in supplying
goods or services at prices fixed by the Government lower than production costs.

Question 70

It is stated that " the State of Vietnam also recognizes the ownership to fixed assets (except land
ownership) of non-resident foreigners in Vietham". Do resident foreigners have the right of
owner ship of fixed assets?

Answer

As stated in the Memorandum (WT/ACC/VNM/2), in principle, the State of Vietnam
recognizes the ownership of fixed assets of foreigners during their residency in Vietham. These rights
are entailed in the Law on Land dated 14 July 1993.

Question 71

Vietnam has officially recognized the long-term land use right of farmers, including thetransfer
of land userights as provided by law.

Please describe the long term land use rights. What conditions must be satisfied in order to
obtain thelong term userights? Arelong term userights available to foreigners, under the same
terms and conditions as apply to Viethamese nationals? Are long term land use rights available
for investors not engaged in farming?

Answer
Unlike other countries maintaining private land ownership, Vietnamese Law provides that

land belongs to the people and is uniformly managed by the State. The Government allocates land
use rights to family units, individuals and enterprises. Subject to land use tax, Vietnamese nationals
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may acquire long term land-use rights. Land use right is not alocated to foreigners. They are
permitted to lease the land only. The Land Law which was adopted on 14 July 1993 and entered into
force from 15 October 1993 provided as follows:

Article 73:

"Land users shall have the following rights:

1. To beissued with acertificate of the right to use land,

2. To benefit from the results of their labour and their investment on the land all ocated;

3. To transfer the right to use the land in accordance with the provisions of the law;

4, To enjoy the benefits derived from public projects of land protection and improvement;

5. To receive government guidance and assistance in the process of land improvement and
replenishment;

6. To enjoy State protection against the infringement of their legitimate land use rights; to be

indemnified for actual losses incurred in the event that the land currently used by them is claimed
back;

7. To contribute their land use right for production and business cooperation in accordance with
the law and the purposes their land use right; and

8. To make complaints in respect of, or to denounce conducts which violate their legitimate land
use rights and other conducts which violate the Land Law."

Land users enforce their rights during the period when they enjoy the use of the land allocated
to them and they must strictly comply with the purposes for which the land is allocated to them in
accordance with provisions of the Law on Land and other related regulations.

Article 79:

"Theland users shall have the following obligations:

1 To ensure that land is used strictly in accordance with its intended purpose, that its use is

confined within its allocated boundaries and complies with al other conditions stipulated at the time
of alocation;

2. To ensure land protection and to take necessary measures to increase the benefit capability of
theland;
3. To comply with the regulations relating to environment protection and protect the legitimate

interests of users of adjacent land,;

4, To pay taxes for the land use right and for the transfer of the land use right; and to pay
cadastral fees asrequired by the laws;

5. To pay feesfor land use when the land is allocated as provided by the law;

6. To compensate previous users from whom land is withdrawn for reallocation; and
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7. To return the land when there is a decision of the State to claim it back."

Long term land use rights are not applied to foreigners. Allocation of land for rent to foreign
organizations and individuals, international organizations (herein after shal be referred to as
foreigners) and Vietnamese nationals residing abroad is decided by the Government.

Foreign organizations and individuals lease the land in Vietham through land lease contracts.

Foreign organizations permitted by the Government of Vietnam to lease land shall have the
following rights:

1 To use the land in accordance with the purpose of lease and for the duration of the lease;

2. To construct projects on leased land in accordance with permits issued by competent State
bodies of Vietnam;

3. To own the constructed project on the leased land during the lease period. The ownership for
such projects upon the expiry of the lease period shall be determined by the provisions of the land
leasing contact;

4, To have their lawful rights to use the land protected by the State of Vietnam; and

5. To lodge complaints, or to notify authorities in respect of any breach or violation of their
lawful rightsto use land.

In addition to the rights referred to above, foreign organizations shall enjoy other rights
conferred to them in internationa treaties to which the Government of Vietnam and the government
of the relevant country of origin are signatories, or any other rights provided for in the land leasing
contract pursuant to the laws of Vietnam.

Article 7:

"Foreign individuals, organizations and Vietnamese people residing abroad investing in
Vietnam pursuant to the Law on Foreign Investment in Vietnam and permitted by the Government of
Vietnam to lease land for agriculture or non-agriculture purpose shall have the following rights:

1 To enjoy the fruits of their investment on the leased land,;

2. To mortgage at a Vietnamese bank the right to use the leased land and the value of any asset
on that land which they themselves have invested in or constructed during the lease period, in
accordance with the laws of Vietnam;

3. In cases where foreign organizations or individuals are permitted to invest in the construction
of infrastructure in export processing zones and industrial zones, such organizations or individuals
shall have the right to sublease the land on which the completed infrastructure is constructed in
accordance with regulations of the Government of Vietnam;

4, To be entitled to the benefits of public works in respect of land protection and improvement;

5. To enjoy protection of their legal rights to use land by the State of Vietnam,
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6. To lodge complaints or to notify authorities in respect of any breach or violations of their
lawful rightsto use land; and

7. To be given priority upon review of continuation of the lease when the |ease period expires (if
they so request).”
Article 8:

"Foreign individuals and organizations leasing land in Vietnam shall have the following
obligations:

1 To use the land in accordance with the purpose stated in the land leasing contract and other
relevant provisions;

2. To carry out all financial obligations related to the leasing of the land in accordance with the
provisions of the law of Vietnam,

3. To comply with al provisions of the laws of Vietnam in respect of construction and
environmenta protection, and to avoid carrying out any activity against the interests of the State of
Vietnam and which has adverse effects on surrounding land users, to comply with al inspections of
land usage carried out by competent State bodies of Vietnam;

4, To not damage the land or devalue the land;

5. To return to the Government of Vietnam any unused land in accordance with the provisions
of the laws of Vietnam and any agreement reached between the Government of Vietnam and the
lessee.”

Please refer to the answer to question 113.
Question 72

Vietham does not recognize the ownership to land and forestry. Does Vietham have any plansto
modify this policy in the near future?

Answer

At present, the Vietnamese Government is in the process of considering possible additions
and amendments to the Law on Land dated 14 July 1993. Details of additions and amendments are not
available.

Question 73
Does Vietham have plan to upgradeitsroad transportation?
Answer

Vietnam has plan a to upgrade its road transportation according to the economic devel opment
level, particularly asfollows:
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During the period from 1996 to 2000: Vietnam will concentrate on improving and upgrading
existing national road networks, specialy those in urban and industrial areas. In addition, investment
is made partly to expand asphalt roads networksto all districts throughout the country.

(b) Monetary and fiscal policies
Monetary, credit and foreign exchange policies
Question 74

Please describe how the Government uses its monetary policy to direct funds to sectors where
production and service activities bring high return, generate more employment and contribute
to better economic growth?

Answer

The Government uses monetary policy as atool to provide capital in the manufacturing and
services industries which bring a high return, generate more employment and contribute to better
economic growth, particularly asfollows:

- credit policy is published annually, in order to clearly indicate priority industries which
require greater amounts of capital or other forms of credits along with obligatory provisions
of credit by commercia banks and borrowers in order to impose strict credit conditions with
aview to ensuring more efficient and secure use of bank credits;

- the Government controls credit flows to the economy in order to control inflation. However,
credit limitations are not applied to sectors which are efficient and essentia to the economy,
i.e., production, purchasing, processing of foodstuffs, production for exports and medium-
and long-term credits;

- for large-scale projects in the fidd of infrastructure which contribute to faster economic
growth, the Government may provide guarantees or give preferences on lending conditions,
for example, less restrictions on loan amount and security requirements for loans.

Interest rate policy is aso flexible in application in terms of interest rate with reasonable
ceiling limitation. Loans are provided to encourage enterprises to borrow for investment in approved
feasible projects; preferential interest rates for loans from Government budget resources (0.3 per cent
lower than the market rate/month) are provided for investment projects under the Government's
investment plans or under inv