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TOWARDS AN ATTRACTIVE INVESTMENT CLIMATE IN VIET NAM

At the outset let me thanlt the American Chamber of
Commerce,; particularly kr Sestc Vecchi, fer giving me the
privilege and nleasure of acdressing myself to such a
distinguished audier.ce on my favorite subject : Investment.
Indeed, investmernit has been a subject very close to my
heart since I returned to work in Vietnam seven vears ago.
Today I will try to nresert to you some of the recent
measures taken by our Government and how they fit into the
larger picture of the overall efforts to make Vietliam a
desirable place Ior a forzigner or Vietnamese investor to
do business.

Viet! am used to be consicdered off-limit to foreign
investors. There is no need to mention to you the difficulties
created by twenty-seven years of war except te say that the
Government's princinle preoccupation has been to win the war
and economic programs have played a secondary role. Economic
reforms and innovations which have become common in other
countries of this region have, therefore, been delayed in
VietKam. But now the Government is giving to them its full
attention, and is committing much of its resources towards
creating a favorable investment climate, and particulariy
to the development of export trade.

On Fovember 15 last year, in his Message to
Congress and his Proclamation on Irvestment and Export
Promotion, President Thieu has declared the determination of
the Government of the Republic of Vietliam to promote the
rapid economic development of tixis country. He pledged
Government encouragemert and assistance for the expansion
of invesment and exnorts.

Since then, the Government nas taken up several
measures to keep that pledge in spite of heavy burdens
imposed anew by the invasion from the North,
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FIGARCIAL AND wCCHOIC Niduilis

¥For vears Vietrawr's eeoirli, wac ‘ooz e Lowarcas
the emergeincy n22ds ol T:w vwar azhee i1 oo irevitable
that distorsiors and inarficiencies develo,od,. wasing
it an tndesiratle place . or lonvicrm zonvezsinent., Since

siovember 1¢71, tie Geoverrment rtos enperied Vo oz

pregrar of iunaamenta¢ reciorie Lo eilninaic distorsions
and irefficieicies in tie excliange, “rale and tax
system, to Joster an envigovating blsin2ss <limate and
lay thie foundation for a growﬁﬂg and real Jhy irdustrial
sector capable or reetin, tueg chnallenge 23 doRestil

anc international competluio¢<

Instead of borine you 7ith Tre cvetorls waolch you
ars ail femiliar wzth, 1 am voing to measiion ouly -
a few most siznificant weasures whica
bearing con the 1nvesumeut clinate. Insteac
rate of exchange artificially maintained
the years,; we now :tave a leal St r io
that azcdjusts itsell naturally to markst conditions.
With blacik market trenszetions of f chan
becone unuyroritabie, it is now p055¢tie fer fihe
Government to eliminate nost administrative controls.
At tihe same time no investors need worry about larze
arqd unexpected cnanges 1n the rzite of exchange winile
heving equipment or rew materials imvorted, a source
of bitter comnlaints in the past., Ta addition, the
new excl.ange rate structure immakes exnort o517 Vietnamese
products possible, opening up new opp ortur1t¢es Zor

rofitable investment in exmori-orientei incdustries.

ave direat

Anotner measure is thie present amiitious »lan to
relornn the tax struckure. This is a natter about wihich
most of you are ail too farmiliar. Suffice it to say that
Vietnam has inherited z tax structuie thiat is iminensely
complex, and cannot be uaderstcou excent Dy tax experts.
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has hecome a patchwork of
erts zil jumblad together, and
o1

As example, %the inconme tax is hased on z sliding
scale set up neariy 20 years ago which toqav zc tuae
result of tie piaster's davalustion a3 me totally
mmrealisric. A tax as worcalistic and cnerous as this
simply invites tax evasion; and an efiort on the part
of tax collectors that is gither leth o1 WOT'SE.

I believe tiiat it is the inteation of bovern&cnr to
promulgate soon a revised Inccime Tax easvre wiich
would pe much more reasonanle, enforcible, znd
understcandaple.
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In ansther area, progress has already been made to
simiplify our system o customs duty. »ormerly it was
veiry ccmplicated with some 300 separate rates. Again,
such a comnlicated system was virtually uneniorcitle,
restlting in substantial losses to the nation's coffers.
In addition it wac found that a duty rate oi 7005 or
800% merely enrouraged cnugzling, and revenues from
tiiis source did not increase as expected. Recently a
much simplifiec syste. was introduced with only four
import dnhby rates. rost imnorted comwodites; necessary
for the development of the ccuntrv, suvciz as canital
equiment, spare parts, and raw materials Ior industries
can enter duty free. on %uLe swmall balance duties are
assessed at 25%, 505, 1005 or 2004,

The rest of the tax svstem is also undergoing
revisron with a view to encourage s healthy business

growth and at the same tine avoid 1csses to Government's
revenue.

With such measures of simplification and raticnaliza-
tion, mary trourlesome control procedures nave heen
streamlied. lov example, the expo:rt license has already
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been eliminated Ior most commodinies; imnort 1
has been =adlished Tor all GV Financed ¥
procedures .1 cauipuent ant row sateria
progran have alsc baen greacly streziilined to zave tine
and efforc for investors.

HEW AUD STRENGTHENEDI: 5PITUTIINS

LeaNF oAy,
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Along wita tae above raforu szograu, Lo iy
has crected several iwgo:rtant inscitutions and streug-
thened existing ores for the pvrpose of nromoting
investment and Iorelgrn Trade, and assisting investors
witi integrifty and dedication.

FPirst ofr, the lidustrial Develicpment (eucer, onz of the
olaest such: institntions in Viewn Tzm, was converted
in flay 1671 into anIndustrial Develoniwent Sank - - and
will concentrate its efioirts in the area of investment
financing, aind in “uilding prefitable client incdustries.

ually old hut
on imports

Then, thc .»port Develobment Center, e
long dorment »ecause of tinc heavy emdiasi
wixich was Jdemancec by tie struggle against inflation.
It has been revived and greatly strengthened aund,
helped by votent Coverrment exrort inceutives, it has
already assisied in raising the countyry's ex:crt rate
to almost ccuble thiet of last resr, des,ite tiie current
iorth Vietnare o i.ovasion,

In Fecruary 1 e I
Fone was estaclisy. & witli an initial ca .atal ot 10
Ziliion ~lasters 1S 1 s e o
purpuse of nroviding virtually uvnlimited canitfal
financing Zo.o mew ventiures; and since the fuad will be
disuursed Uootoda local bangs, such as the IDD, thae
Agricultural Develo went ...y SOFILIV, ari otners, it
will s-ve ¢ strengfhenciie local baniiing community,
and bioacx: tize scone ol activities of sowe ol The



casercial banks. And new I believe tnet plans are being
sonsidered forsgtiing un a banking institulion specia-
lized in export financing. Ther there wwill be enough
cradit to meet the investor's every Tinancial need.

To nelp cffsetv the initial inv:sr ier:t cost, low-
cost infrastructures for indus*riass have Lecen offered
for ycars by SOHADELI, the Gove rnment agency in chuarge
of developing industrial parks. SCEATKLT o:fers nlant
sites in well planned and cdavelcped industrial p S
cowulete with access anc publie utiiitics at mocerstfe

C

cosl. The operations were expanded recently to Can thce
1 the Delta, and tc Da ifang in Cental Viet Nam, aand
plans are now veing wace to convert the famcus Leng 3inh

militarry base into ancthier iadustricl rnarik wiich will
include an export vrocessing 2zcne.

THE NEW INVESTMEET ILAW

Al]l the efforts mentioned was climaxed by the
promulgatior of Law No 4&/72 "Regulating Investment in
Vietnam" generally referred tc as the liew Investment
Law. This measurec had been fully deliberated, for almost
two years, in both Houses; and it therelore represents
a consensus of btoth the Executive and the Legislative
Branches, and has the support of both.

The Kew Investment Law cffers certain p?1 illeges to
invcstment projects - whetner industrial,; ag
technical orwhatcver - to the extent tnat thu
certain priority criteria, such as the genersat
foreign exchange (either by export or by 1u*orf subs-
titution), emnioyment of labor, use of indigenous raw
materials; lccality, snd the cverall coatribution of
the project to the national eccnomy.

The privileges which an approved investm 1f can

earn, if it meets these criteria, are substantial : and
I should like to refer briefly Lo a few of them

. @& 908
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First, the lav ccnfirms that it will aceovd tiie same
treatment tc foreign as fo Vietnamose investore. Moreover,
thers is no upper limit to foreign ownersi.ir : a foreigaer
may owr 100% of a nev ven*ire. 5 comrse, vroadening of
the ownersnip basc Lo inciude ¥istnamese particivation, would
probably be sound entreprencurial judgment, and would he
so regarded by the Zoard.

To attract the foreipga investor, the lawv stipulates
that he may rcmit in hard currency nis full share of profits
earned from foreign capital investcd. It is understocd that
the Government will permit thic rewvairiation of nrofits
at the rate of exchange prevailing at the fiwme prciits
are actuslly remitted.

The most important privileges include a five year
exemntior of profits tax, cduty exempticn not only for importecd
capital equipment but for spare parts acd operating supplies
and materials; and a five year exemption from a host of taxes
related to doing business, acquiring or traisferring real
estate, borrowing money, transferring securities and others.
However, the 5 year profits tax holicday may be terminated if,
during the five year period, the initial investment is
recovered by distributed profits.

In addition, If an approved project requires an essen=~
tial technieian, the Board may reccmmend that he be exenpt
from payment of the Vietnamcse incouc tax for a period
of three years.

Finally, the law specifically guarantees against
nationalization, and against creation or a comp~titive
governnuznt owned enterprise.

There are other priviieges zlso, but the foregoing are
probably of greatest interest teo vou. fAis a whele, we believe
that this law compares favorarly with current ;1vestmpnu
laws of other countries in the region. In many ingtarnces it
even proves to be much more progressive and generous.

THE IEVESTMENT SERVICE CHEHTER

The Government docs not by any nezns censider the HNew
Investment Law to be the oni: measurc nscessary Lo an
improved investment zad business climate. It arovides the
legal framework for investmeat in Viet Nam, and is but one
part of a massive effort to eliniinats wherever possible the
disincentives o doing business herec.
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Exnerisrce from other devaloping ccuntries reveals that
red tape with its troublesome and time-consunming characteristies
often prcves tc be fatal tc the investment promotion efforts.
fn investment climate cernot be consicdered sttractive a3 long as
investors still feel cornfused, angered and discocureged ty
complicated, lengthy, costly ornd impossible goverrmeirt regulations.
Under the former investment law, an office of the Investiment
Commission was responsible for the screoning of irvesiment
applications. Fowever, after apprcval of tiieir irvestmest pisans,
investors still had to individuzlly apply tc the various government
authorities for approval o various matters concerning the
implementation of their investment projects. is most investors,
esnecially foreign investors, were not familiar with government
regulations which incidentally changed quite often in he past,
they often felt confused and frustrated. In some cases; umpleasant
issues developed as a result of the investors' entrusting the
implementation of their projects to the improper parties.

In an attempt to remedy the situation, the Government
established the INVESTMEI'T SERVICE CENTER (ISC) on March 31, 197
to serve two mzin purposes : to promote investment through the
incentives stipulated in the new investient law and to assist
investors completing all administrative procedures concerning his
investment. The ISC consists of 2 offices 3

1- Office of the Board of Investment.

Headed by a Director, Mr. CHU TAM CUOKNG, a graduate of
University of Arizona (1964).

It is the responsibility of Mr Cuong and his staff to
review applications for privileges under the New Investment Law,
to analyse them im terms of their contributicr. to the national
economy and to make recommendaticns to the Beard cf Invesiment .
The Board of Investment of which I am the Secretary-Generzli is
composed of high-ranking officials representing Ministries or
agencies directly councerned with the promotion ard coordination
of investment in Viet¥am. Chzired by the »inister of Economy the
Board will include represerntatives of the Ministries of Finance,
Natioral Planrning and Cevelopment, Interior, lLand reform and
Agricultural Development, as well as the Director General of



Foreign Ixcihange, and representatives from private industrial
and business sectors.

The Office of the Board will conéuvct studies concerning
such macters as texation and labor, will identifly “locks or
obstacles ard recommend ways of surmeunting them. it will
develcp &nd reccmmend new investment pelicies and promotional
strategies. It will reccmmend wriority attention to snecific
investment oppertunities net only becauvse they will contribute
to development of the national ecorormy, but beczuse they are, cr
can become,; profitable erough to interest private investors.

2- Office of Investment Scrvices.

Headzd by a Director, Mr. D0 DUY LAi{, a gradvate of
Vonash University, Australia. The functicns of this 0{fice are
promotional 3§ and it »nrcmotes irvestment iun two ways. First, it
publicizes profitzble investment cpporturities, by means of
brochures, notices in the medja, end direct approach to potential
investors. Even more importanl, perhaps, it is responsikle for
speeaing up the formalities, so that therec is as littile delay as
possible between the time an entrepreneur decides to invest, and
the start-up of his project. We hope that in the future the only
address an investor will need o lmew is that of the Investment
Service Center. He will need to ccwe only to ISC for all the
permits required for his irvestment. This is the Yone-stop" or
Yone-door''service princinle, cne that has been apnlied with great
success in several other ccuntriss such as Xorea, Singapore,
Taiwan. It places with the ISC the resnonsibility of cutting
through red tape, and assisting the investor in every way possible
tc understard and ccmply with regulations, to obtain permits,
visas, and meet other legal requirements; and in gensrzl to
expedite, by eliminating rozdblocks, the progress of every
approved investment project. We hope to reduce the lead-time cf
a project, which preseutly might take up to 24 months, down to
three or four months, as far as red tape is concerred.
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Bince the Board of Investment will irnclude representatives
from most agencies concerned 3i: the invastrmernt and implemertatic
process, we expect that we can obtain maximumn 1nt“unhnlstnr1a1
cooperation ir our »rogram. In time, we expect that officials ur
and down the ladcder in these ministries and ogencies will
recognize the authority of the 3oard and give top-pricritfy
attention to directives issuing from it, resuiting in eificient
and speedy handling of all zpplications cercerning investment.

cn

Of course, all this is a monumentzl task, and at our wuwost
optimistic we do nct hone to achieve our gosasls overnight. The
dirfficulties you are having in obtairing travel visas, in
repatriating profits, in getting all the »nernits for the
implementation of ycur apnroved investment projects will not te
over tomorrow. But let me assure you that we are determined to
reasl our goals, and with careful plarning, realisztic strategies,
with the co-operation anéd goodwill of the irvelved wiristries
and zzencies, and with youvr patience, we expect that they can ke
achizved in a not too distant future,

Fortunately, we have certairn acvantages, of which we
expect to make maximum use.

First, the new Investment Law gives us an undisputed mandate.
We are responsible directly to the Board of Investment, tne
government body responsible for all probleirs invelving in
-vestmenit in Viet Fam. Moreover, it is plannec to set us up as a .
financially autoncmous agency, sunported by sources both within
and without the ifationzl Budget. This finarcial indenpendernce is
important because it will enrakle us toc offer salaries sufiicienty
high to attract the best technical talents available. Our staff
made up as it is of well-qualified and higihly-motivated young ren,
who are dedicated to achieving the goale I have menticined.

Our office, at 100 Tu Do Street, is centrslly located, and
convenient in respect beth of the hotels in which foreign
investors are likely to stay, and of the Vietnamese busiress and
government offices. :
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We are the only instituticn iu ¥ietnam wnich raintains
direct contact with investors era with tihe Becard of Investment,
hence we are in the boest position to provids accurate and
authoritative inTformation to investors and Lo celleet feed-back
information from tiiem to further imurcve the investient climate
in this comntry. Ore hundred Tu Tc is the only address an
investor necds to remember and the first nlace he needs to
come to.

CONCLUSION.

locking ahead, what can Vietnan ofter the investor ?
Abundant natuvral resources virtually untapped ;3 2 lerge and well-
trained labcr pool whiclhi will become more and more accessible
as the war winds down ; a large number of engineers, technicians
and other professiornals,; fine nroducts of well-established
éducetional institutions ; a2 vast infrastructure, inherited
from the war, which can make other develcning countries turn green
with envy ; a new Investriert Law that is more pregressive and
generous than even the best ores in tne region ; and of course, the
determination of the Government to take every possible measures
to improve the investment climate and attract foreign investors.
Taken as a whole, it promises to be a oretty gooG package.

Thank you for your attention.




