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INTRODUCJION 

Thisrep.ort. on the patente taxis the t\lird in..a series, 
. ",' , ., '. f· 

following previous studies of the systel!l of inCOl1le ,~'1ti(m. . 

and the real.. pr9p.erty tax. With the completion of thisthi~~ 

report,rese~b pn tax pol1cy and admtnistration has been 

coneluded in. the area of· taxes c:).assified as "direct" by the .'. , ' . ' , 

Vietnamese Government. Subsequent research will becongerned 

with indirect taxes and excises. 

While previous reports have emphasized the need to 

strengthen the income and property taxes, the policy conclu­

sion for the patente is quite the opposite. The patente, as 

a form of business taxation, has only a transitional. role to 

play in the evolution toward a modern and progressive system 

of taxation. By derivation, the patente follows a French 

system of taxing partly on the basis of external indioations 

of ability to pay. Assessments are based in part on such 

factors as location and outward appearances of profitability. 

Beoause of this, "arbitrary" is the single word that best 

describes the assessment process. 

Because of the shortcomings of the tax, there is the 

temptation to recommend replacing it immediately with a more 

rav;L()n.'.L bUsiness tax. But this does not appear to be prac-

Because the General. Directorate of Taxation has 

INTRODUCTION

This report on the patente tax is the third in a series,

following previous studies of the system of income taxation

and the real property tax. With the completion of this third

report, research on tax policy and administration has been

concluded in the area of taxes classified as "direct" by the

Vietnamese Government. Subsequent research will be concerned

with indirect taxes and excises.

While previous reports have emphasized the need to

strengthen the income and property taxes, the policy conclu-

sion for the patente is quite the opposite. The patente, as

a form of business taxation, has only a transitional role to

play in the evolution toward a modern and progressive system

of taxation. By derivation, the patente follows a French

system of taxing partly on the basis of external indications

of ability to pay. Assessments are based in part on such

factors as location and outward appearances of profitability.

Because of this, "arbitrary" is the single word that best

describes the assessment process.

Because of the shortcomings of the tax, there is the

temptation to recommend replacing it immediately with a more

rational business tax. But this does not appear to be prac-

ticable. Because the General Directorate of Taxation has
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more important priorities for tax reform with respect to the 

inoome and property taxes, it may be necessary to retain the 

patents for the foreseeable future.· ·On this aSSUlnptioh, it 

. appears desirable to recommends. few stop-gap measures which . 

would make the patente more productive of revenue and less 

discrimina.tory. 
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more important priorities for tax reform with respect to the

income and property taxes, it may be necessary to retain the

patente for the foreseeable future. On this assumption, it

appears desirable to recommend a few stop-gap measures which

would make the patente more productive of revenue and less

discriminatory.
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Part I. Description

History of the Patente Tax1.

The patente was introduced in France in 1791 in the form

of a license or authorization for the privilege of undertaking

a business, but subsequent modifications changed the tax more

from a license to a tax based in part on "exterior signs" of

ability to pay. Introduction of the tax to Viet-Nam was made

by the French in 1890 in virtually the same form as it was used

in France.

When Viet-Nam was composed of three regional governments -

North, Center, and South Viet-Nam - there were also three

different patente tax laws. At this time, the patente tax

was a regional government tax, with percentage additions being

levied to the regional tax for the benefit of the local govern-

ments. These variations among the regions were eliminated in

1953 when the new Fiscal Code established a uniform tax for all

Viet-Nam.

Regional governments continued in existence after the

Geneva Agreement, but now these were composed of South and

Center Viet-Nam, and the Highlands. The patente continued to

be a regional tax for these three governments until January 1,

1956, when regional governments were eliminated. Since this

latter date, the patente has become a central government tax



with local governments adding percentage increases to the 

central government tax for their own revenuen,eeds. Also, on' 
., . " ' . . ' .J 

Jan\l.<J.ry 1, 1956, the General Dirjlctorate .01' T.a.xa.t;l.0ll-a~sumed 

responsibUity for all patente tax Il.sl!es,limenteil'l,V,iet-N~~ 
., , - . 

axc~pt in the, caSe of ,somevillagel>sSIilIil.smen,ts, •. 

' •• : • 1 

2. Central Government Tax Bases and Rates 
",' , " 

," 

The patents .iIl legally. a businelilSl;Lcense .tax levied on , 

individuals and corporations for the privilege of engll;gingin .. ' 

,a ~r.ade, profession, or ind\,tstry •. It is a:p!lrljc>~ ;J,1cel'llllS to 

underta.l<;e c,ertain"pre,scribe.d types of bUsi~liI!le,S, int.ll;e.,s,ense 

that the licens.es can only be us.ed by those to. Whom they are , " ' .. ... ' . 

issued. .In (\otual appl1cat,ion", however, the,Mt-en~e. resembles. 

a tax more th!l.n .abus;l.ness 11.ce.l'lSI? 

" Tl;lereare two parts. 'lio the tax. The first , wh;Lch ,may: be 

called" thE) basic ,tax. ;Lsl>.specific levy de,tennined by the .tn>',,! 

of business. All businesses are listed in Tablee B and Cof the 
j!- ' ," 

Fiscal CQ~e., Table B records 743 ,diUerent"bus1nesses .and pro-
'." " ' ",', " .. ,,;"".- '.'" ". 

fessiQne and establishe.s m;l.n:\.ln!l"and,~ .ha,sictli!.Jl:.eS ,for ea,oh. 
, ""., ." .' '" ,- '"" "., " .. 

Forexample,ata:Uo.r ~ be taxed w:l.thin :bh~ ,range '01'60 to , . ,.;.- - ' ,"'" '., "" .-,"..." " 

3',OOO$VN, a carpenterwithin,t,he range o~~ ,to ,2,P09$,VJj" ~nd a 

doctor between $Cl9to J,0iOOO$VN •. Th,enTable C 1:j,st!i12~;bl,\sinjls~ee 

wh1oh,\I,regiv,en uniquet~eat;nElnt., The.re is. no, ra~e 1n,.t~i;1on 
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with local governments adding percentage increases to the

central government tax for their own revenue needs. Also, on

January 1, 1956, the General Directorate of Taxation assumed

responsibility for all patente tax assessments in Viet-Nam

except in the case of some village &ssessments.

2. Central Government Tax Bases and Rates

The patente is legally a business license tax levied on

individuals and corporations for the privilege of engaging in

a trade, profession, or industry. It is a personal license to

undertake certain prescribed types of businesses in the sense.

that the licenses can only be used by those to whom they are

issued. In actual application, however, the patente resembles

a tax more than a business license.

There are two parts to the tax. The first, which may be

called the basic tax, is a specific levy determined by the type

of business. All businesses are listed in Tables B and C of the

Fiscal Code. Table B records 743 different businesses and pro-

fessions and establishes minima and maxima basic taxes for each.

For example, a tailor may be taxed within the range of 60 to

3,000$VN, a carpenter within the range of 60 to 2,OOO$VN, and a

doctor between 800 to 10,000$VN. Then Table C lists 25 businesses

which are given unique treatment. There is no range in taxation
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. In ordetto reiate the'taJc rate on rentaJ. valuato the 
',: . -,' '-; ," ,,:"': '" '-, .::, . .". ,; ': :' , ; ,:."' 
.. bas'ic tax, aiiCihedtile has been developed in Table A of the 

Fiscal Code "Ihich divides the ba.~i~ taX levies into six cate-

'gories, as follows: 
. '<-, 

F.irst. 

.• SEjco"1d 

Third 

Fourth. 

.Fifth .. ' 

Sixth. 

. ' ~(')uilt1r Ba.sic Tax 
, .... .' ffl) . 

25,0.00 to. lo.Q,OOO. 

. S,OOO to 20.,000. . 

2,000. to 7.,0.00 . " """'. 

180 to 

)0. to . .,160 

, . RenteJ. . 
. 1!~~ieraxR.ate 
.~Per Cent) .. 

10 .... 

,8 

6 

5. 

4 

:3 

, Table A in the ,F:\.scal Code. alsv. Q1vide!l ~aCh basic tax 
" , , • '.. • "" .' ' -.J -, " 

category ;l.nto nine cls,lijl;leE\ •. For ~ample, in .. the Fourth. Ca·te ... 
. '. .. - .. ,-,{ , .. . 

gory of the. basic .ta.x •. whi·ch varies .from 600 to. 1,So.O$VN" the 
. . .' . , -

• f1:,~~~c then;l.nth. cla~se~;of.the b~sic tllJt,~re 600~WN. 700,$VN, 

800$VN, 9VQ$VN, l,OOv$VN, 1,~po$VN. 1,400#VW"l,6o.O$VlI, \Uld 

1,80C$VN. This means that if a tailor is to bd assessed a basic 

, tl3.X within the ran,ge. crf,6oo to 1,SOO$VN, there. are,Onlyll,ine 

aitehlatives for the bdiiic taX: ass~s~inerit.:Irt oth~rj,jb;4/:I~ he. . ~. ..' 

may be given a basic tax assessment of l,400$VN but not of 
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In order to relate the tax rate on rental value to the

basic tax, a schedule has been developed in Table A of the

Fiscal Code which divides the basic tax levies into six cate-

gories, as follows:

Rental
Category Amount of Basic Tax Value Tax Rate

($VN) (Per Cent)

First 25,000 to 100,000 10

Second 8,000 to 20,000 8

Third 62,000 to 7,000

600 toFourth 1,800 5

Fifth 180 to 500 4

Sixth 16030 to 3

Table A in the Fiscal Code also divides each basic tax

category into nine classes. For example, in the Fourth Cate-

gory of the basic tax, which varies from 600 to 1,800$VN, the

first to the ninth classes of the basic tax are 600$VN, 700$VN,

800$VN, 9V0$VN, 1,00U$VN, 1,200$VN, 1,400$VN, 1,600$VN, and

1,800$VN. This means that if a tailor is to be assessed a basic

tax within the range of 600 to 1,800$VN, there are only nine

alternatives for the basic tax assessment. In other words, he

may be given a basic tax assessment of 1,400$VN but not of



-,-

1 , 5OOIVII . It &1.., -... Ulat. it '" h &in .. a I>0.Il1. t .......... -

...t of 1. 4<XltVJ, tllb ...... _nb t&lll -..tUlia tho Fourth Cat.e-

gory and w1ll UI". beL ... proV •• ahl rentAl .al ... t.&x .... t..o of 
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1,500$VN. It also means that if he is given a basic tax assess-

ment of 1,4008VN, this assessment falls within the Fourth Cate-

gory and will thus bear a progressive rental value tax rate of

5 per cent. 2

One important amendment affecting tax bases and rates has

been introduced since the patente tax was codified in 1953. The

Fiscal Code of 1953 required importers and exporters to pay only

one tax, and this payment permitted them to import and export any

product for which governmental approval could be obtained. The

new amendment effective on January 1, 1956 established 18 cate-

gories of imports and 18 for exports with each category having

a basic patente tax within the range of 2, JOO to 50,OUO$VN.3

This dues not mean, however, that a particular firm must

pay 36 patente taxes in order to import and export a full line

of products. These business firms are first circumscribed by

a ruling of the Department of Economy which limits any particular

firm to the importation of six categories of products. Export

activities, however, do not have this limitation. Also, importers

Table A of the Fiscal Code is presented in Appendix C of
the report.

3A subsequent section of this report explains the adminis-
trative regulations which have been developed in order to
apply this basic patente tax to importers.
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are given the .option of paying .only one patente tax if their. 
basic .. taxis at least. 75,Ooci$VN. Thus,. import.er~and eltpor~ers. 
in practice .will pay either several pat~nte t,axelj fo~ c!3r-t,l!dn 
categories. of.·imports and exports or the minimum single pat~nte 
tax of 75,OOO$VN, whichever is to their adv~ntage. 

3. Addit~QnB.l l'~rQlmtage' IuloI'fj.is'l! g! ~ Centtplr Government ~ 
The. patente .. is a. c.entral government tax,. b4t .revenues are , .. ' '-" -,- " '·i· ' " ,. 

shared with the local .governments and ChllJl\ber .. " .... Q:t; .Conunerce by 
. -. 

,'.' . , 

means. of percentage :!,n~reases 0'(: t~~'centralgQv8rnm8nt tax. 
Among the . .J.ocalgovernrilent~ ah<U'~ in the proce.edsof the. .. :ta:x 
are the Prefe..ct\4re of SaigQn-C~olon,.the II\1.\nicipalU;!,es. PrO." 
vino,ea, and eib!lle villa.ges.~ The' central government tax is uni­
fOI'!n.through9ut Viet-Nam. but there .is cons.iderable variation 
amollg local.government rate.!,! ~ 

Pe.rcentage . increases of the central government, p.atente tax 
are de't,ermined, by a oOlllbinatiOll of oentral government decrees 
and local gove,rlll!lent .decisions. The oentral government first 
establishesby.arrates the· maximum rates which may be levied by 
prefectures,ll\1.lm,oj,pali ties •. provinoes. ,andvj,llage\l. . These 
arrates are issued for each region. In South Viet-Ns.m. the 
m~ ratesare.200Pllr ~ent.fo; thePr~tfilqtU~9;r,';saigon-.!, 

',:.' ' , , '. " , i-: "'::", Cholon and 100 per cent for the prQvinces. and villagesjin 
Central Viet-Nam the. maximum rates are 100 per cent for 
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are given the option of paying only one patente tax if their
basic tax is at least 75,000$VN. Thus, importers and exporters
in practice will pay either several patente taxes for certain
categories of imports and exports or the minimum single patente
tax of 75,000$VN, whichever is to their advantage.

3. Additional Percentage Increases of the Central Government Tax
The patente is a central government tax, but revenues are

shared with the local governments and Chambers of Commerce by
means of percentage increases of the central government tax.
Among the local governments sharing in the proceeds of the tax
are the Prefecture of Saigon-Cholon, the municipalities, pro-
vinces, and some villages. The central government tax is uni-
form throughout Viet-Nam, but there is considerable variation
among local government rates.

Percentage increases of the central government patente tax
are determined by a combination of central government decrees
and local government decisions. The central government first
establishes by arrêtés the maximum rates which may be levied by
prefectures, municipalities, provinces, and villages. These
arrêtés are issued for each region. In South Viet-Nam, the
maximum rates are 200 per cent for the Prefecture of Saigon-
Cholon and 100 per cent for the provinces and villages; in
Central Viet-Nam the maximum rates are 100 per cent for
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provinces and 50 per cent for villages; while in the Highlands,

the maximum rates are 200 per cent for the Municipality of Dalat,

100 per cent for provinces, 200 per cent for towns, and 50 per

cent for villages. Most local governments apply these maximum

rates, but there are a few levying percentage additions below

the maximum. The actual rates levied by local governments in

1958 are listed in Appendix D.

Several other complicating factors should be mentioned.

None of the towns in South Vist-Nam have a budget, but the several

villages comprising each town will have independent budgets.

As a result, the patente tax paid by a businessman in one of

these towns will be determined by a combination of central

government, provincial, and village rates. In Central Viet-Nam,

the Town of Hue and the Municipality of Danang have their own

budgets. Both of these urban centers are treated like provinces

with maximum allowable rates of 100 per cent, but Hue levies an

actual rate of only 75 per cent. On the other hand, a business

establishment located in a village outside of Hue will be subject

to both provincial and village rates. In the Highlands, the

Municipality of Dalat has a rate of 203 per cent, and since there

are no town budgets in the Highlands, all other applications of

the tax are a combination of central government, provincial,

and village rates.
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V~llagerates arepart1~1,1l.arly vari!>~le. ;In thetirst .. 
instaljce, . some villages,!n yel)tral Viet...,Namd,o nQt levy a . ." , .'_ '.." .n: _, ,-' ," ,: ... 

vfllage patente r4te, eventAqug)1. it ;i:;!~1o.~1l4~ because<t~ey . . ' ' ". . ',' - '. '. " '. 

do not have their own bUd$ets •. T~e:r::!l~;!..r!;i.ng,vill~ge:;! apj:Jl;ring 
a pa.~ente tax.rate have .~wo alter.nativesl .. (;1,) they.may have ,," ", ',' .. , ',. ',,: ',' 'e"' •.• : .' ;, '_' , .. " 

their rai:.es approved by the Minister SIt, Finance, taxes .. collected ,'.'-', -',-,.: -., '":. " '. .":, ,", ,',' ,", " '~ , . 

by the General Treasury, and the pro~eeQs .~e.t'unded.back:tothe . ,,' .. ', ' 

village; or (2) thl;ly may haVe .their ra,tesaPProYed by :(;heir . ," , . ,.' ",'., ' ... ' ,. 

r,espeotive provi~?e chietsM,d oollect the p~tel'lf,,~t~~,s.i;hem­
selves. 

The. peroentage addition to. the cl;lntri,l.government ,:(;a~ for. ", I, .' -, . ' ." ,'! " ' :' .". 'r' ',,' 

the various Chamber!! Of COllllllerc~ is a :un1£orm 2 1/2. p~r Qent .. 
tor .~. Viet-Nam, and a11businel?ses bear. this . a.~d,itioneJ. ra.:(;e. , ,,:. ", I . ' "'. ",,' •. ",', \.' " • . _ .',' ::' ", .. " I 

except the libera,lp:rotessi9nl". Cl1ambers '1£ qOlll1nerceinYiet-

.N:91I1 are s~::-public in~.t~tu~iQns and thei.r sl1are ot. .the llatente 
tax cqnstitutes their operating revenues.4 

, ". . ,'" -;. .' ;"" 

.,To illustr/!.te the abOve~ ~e proqllduralstE!Ps in .dlltllrmin..,. 
il'lg a hypothetical tax assessment may be. calculated under the . ," ',-- '. " .' ," : ,} .' '''.: '-.('- r'-·, > .~,.'" :.: .' 
assumptions that a taxpayer operates a taUoring business. in •. ?,' . '. '\' .;"-",< .,'" ":",,' 

, i ' 
.j;' .: 

4A sep/!.rab;> Chamber ofComme:rce for .the Chine fie cOllummity with a rate '0£17 1/2 per cent 'was elinlinatEid"dn Janu,iry 1, 19,9. 
Now thers ison~y ol,le~;ype.o,f.ch!!Jllber. ot P9!Wl,~Fce1n,YiE(.t-Nam with afulitorm"ratedf'21/2 'per cent. ", ..... ' .' . 

. .. 'i 
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Village rates are particularly variable. In the first

instance, some villages in Central Viet-Nam do not levy a

village patente rate, even though it is allowed, because they
do not have their own budgets. The remaining villages applying
a patente tax rate have two alternatives: (1) they may have
their rates approved by the Minister of Finance, taxes collected
by the General Treasury, and the proceeds refunded back to the

village; or (2) they may have their rates approved by their

respective province chiefs and collect the patente taxes them-
selves.

The percentage addition to the central government tax for
the various Chambers of Commerce is a uniform 2 1/2 per cent
for all Viet-Nam, and all businesses bear this additional rate

except the liberal professions. Chambers of Commerce in Viet-
Nam are semi-public institutions and their share of the patente
tax constitutes their operating revenues. 4

To illustrate the above, the procedural steps in determin-
ing a hypothetical tax assessment may be calculated under the

assumptions that a taxpayer operates a tailoring business in

4A separate Chamber of Commerce for the Chinese community witha rate of 17 1/2 per cent was eliminated on January 1, 1959.Now there is only one type of Chamber of Commerce in Viet-Namwith a uniform rate of 2 1/2 per cent.
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Saigon with a basic tax of 2, 500$VN and an annual rental

value for his business property of 12,000$VN:

(1) Central Government Tax:

(Basic tax + 6 per cent of rental value)

2,500$VN + (.06 x 12,000$VN) = 3,220$VN

(2) Saigon-Cholon Tax:

(200 per cent of central government tax)

= 6,440SVN2 x 3,220$VN

(3) Chamber of Commerce Tax:

(2 1/2 per cent of central government tax)

80.5$VN.025 x 3,2206VN =

9,740.5$VNTotal Tax

4. Exemptions

Since the patente is a business license tax levied on

the privilege of undertaking a, business activity, it is an

important part of the law to distinguish between taxable and

exempt business activities. Accordingly, the Fiscal Code

provides for a rather extensive list of exemptions. The more

important of these are:

(a) All persons who practice their profession as govern-

ment employees are exempt, regardless of the level
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of government. 

(b) Painters and sculptors are exempt if they do not 

he.ve a business establishment ;or the' sale of their 

products. Byexten'sion, this exemption also applies 

to authors, musicians, etc.' 

(c) All teachers, are exempt, and a decree in 1955 e.xanpted 

, all private sohools. 

(d) All farmers are exempt regardless of the size of their 

farm or number, of employees. 

(e) Peddlers with~t wagorisare ~xempt. 
(f) , Fishermen owning their own boats are exempt oniy if 

they have no employees. 

(g) All owners of mines operated for the extraction of 

natural resources are exempt. 

(h) Th~renting of unfurnished rooms, apartments, or 

houses is eXempt, but theseme business activity is 

, taxableH the acoommodations' are furnished. Land';' 

lords renting .furnished rooms a.reexempt i£ the 

business activity is not undertaken re/iularly. 

(i) Corporations or individuals undertaking the develop­

. ment ~f 1ow-costh'ou~ing projects are exempt. In 

practice ,this business acti ~ity 'is oollfined. to 

individuals. 
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of government.

(b) Painters and sculptors are exempt if they do not

have a business establishment for the sale of their

products. By extension, this exemption also applies

to authors, musicians, etc.

(c) All teachers are exempt, and a decree in 1955 exempted

all private schools.

(d) All farmers are exempt regardless of the size of their

farm or number of employees.

(e). Peddlers without wagons are exempt.

(f) Fishermen owning their own boats are exempt only if

they have no employees.

(g) All owners of mines operated for the extraction of

natural resources are exempt.

(h) The renting of unfurnished rooms, apartments, or

houses is exempt, but the same business activity is

taxable if the accommodations are furnished. Land-

lords renting furnished rooms are exempt if the

business activity is not undertaken regularly.

(i) Corporations or individuals undertaking the develop-

ment of low-cost housing projects are exempt. In

practice, this business activity is confined to

individuals.
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(j)

Non-profit

savings

banks

are

exempt,

but

in

practice

this

(k)
(1)

(m)

Owners

ofone

ortwo

horse-drawn

carts

are

exempt

pro-

(n)
(8)

Aspecial

exemption

was

granted

in

1958

totwo

suppliers

(p)

Public

hospitals

are

exempt

but

not

hospitals

operated

by

(q)

All

publishers

of

newspapers

and

periodical

magazines

are

Cercle

Sportif

and

Cercle

Hippique.

exemption

applies

only

to

government

savings

banks.

Private

clubs

are

exempt,

which

in

Saigon

includes

the

Craftsmen

who

work

intheir

homes

are

exempt,

and

also

vided

that

two

carts

are

not

used

simultaneously.

nomore

than

one

person

and

donot

operate

abusiness

Owners

ofone

taxi

cab

are

exempt,

and

byextension

the

the

widows

ofthese

craftsmen

provided

that

they

employ

establishment

outside

oftheir

homes.

ofautomobiles

tothe

Central

Government.

Authority

for

noaction

has

been

taken

torenew

this

exemption

for

1959.

owners

ofafleet

oftaxi

cabs

are

granted

an

exemption

for

one

taxi.

this

exemption

was

aletter

bythe

Minister

ofFinance

to

the

General

Directorate

ofTaxation.

Asof

September,

1959,

individuals

or

private

groups.

Inaddition

tothe

above

exemptions,

which

include

relief

exempt.
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from b~thbasic and rental value taxes, some businesses are ' 

granted partial exemption. Two types of businesses are 

granted axEilllption from the rental value tax oniy: (a) peddlers 
.~. 

with wagons, provided,that the wagons do not occupy a fixed 

loca.tion; and (b) hotels' subsidized by the GO,vernment. 

These total and partial exemptions appear tO,have been 

developed with the objElctive of pI'oviding tax I'Slief to the 

following types of business, activities: (a) 'primary producers, 

like f~rmers and fishermen; (b) persoris withciut a business 

esta1:)lishment, like teachers and artists; (c) non-profit 

activities; (d) activ1tie,s resulting in low incomesjand ' 

(e) socially desirable business activities, 

,pespite the fact that there are these diacernabie, and in 

some" case,s reasonable criteria for ex~mpt1ons, there are' also . ' , '.", . 

sqIlleexemptions, which are difficult to justify, These may be 

made more apparent' by comparing certain exempt and ta.xe.ble under-
~ , . . 

" takinge: ,Why' should, lawyers and doctors be taxable wljile 

teachers and, artists are exempt? Why should carpenters and 
, , . 

mechanics be taxable While farmers and fishermen are exempt? 

Wl:)y E!hould processors of 8!)lt and lime be taxable While the 

extractors oftheseprodupts are exempt? Why should a:bar or 

rasta,urant be, taxable while the same services. are ,exempt if 
... ~ 

provided to the members of a private clu'p? ... 
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from both basic and rental value taxes, some businesses are

granted partial exemption. Two types of businesses are

granted exemption from the rental value tax only: (a) peddlers

with wagons, provided that the wagons do not occupy a fixed

location; and (b) hotels subsidized by the Government.

These total and partial exemptions appear to have been

developed with the objective of providing tax relief to the

following types of business activities: (a) primary producers,

like farmers and fishermen; (b) persons without a business

establishment, like teachers and artists; (c) non-profit

activities; (d) activities resulting in low incomes; and

(e) socially desirable business activities.

Despite the fact that there are these discernable, and in

some cases reasonable criteria for exemptions, there are also

some exemptions which are difficult to justify. These may be

made more apparent by comparing certain exempt and taxable under-

takings: Why should lawyers and doctors be taxable while

teachers and artists are exempt? Why should carpenters and

mechanics be taxable while farmers and fishermen are exempt?

Why should processors of salt and lime be taxable while the

extractors of these products are exempt? Why should a bar or

restaurant be taxable while the same services. are exempt if

provided to the members of a private club?
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Many of these inconsistencies could not be removed because

it would be too difficult administratively to add additional t.

taxpayers to the rolls. This is probably true with respect

to artists, authors, and farmers. There are also some busi--

ness activities which should not be taxed because the income

resulting from the business is so low. But it would appear

that both equity and revenue productivity would be improved

if exemptions granted to the following business activities

were removed: (a) private schools operated for profit;

(b) owners of mines; (c) landlords of unfurnished rooms,

apartments, and houses; (d) corporations or individuals

undertaking the development of low-cost housing projects;

(e) private clubs operating restaurants and bars; (f) owners

of horse-drawn carts and taxis; and (g) publishers of news-

papers and magazines.

5. Government Suppliers

Private business firms supplying goods and services to

the Central Government are given unique treatment under the

patente tax. This unique treatment is particularly importent

because government suppliers represent 12.41 per cent of all

patente tax assessments in Saigon. 5 When these firms first

5See a later section of this report entitled "Distribution
of Patente Tax Assessments by Business Activities".
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initiate· pusinees w,ith .ilhe Government, they are required to . .. 

pay. a fixed amount of 1, jjOO$VN. as their first patente tax pay-

ment •. T\)is payment is, :i,.n. a Iilense, in. the nat\l.reofan '. ... . . 
"initiation fee", .which. does, not vary with the. size of the finn . . '. . . 
or with the product or service suppl.ied. After this first. 

assessment,·there are individual patente tax assessments when-

eVer.a supplier is paid by the General Treasury. In other 

words, if a firm is paid six t ±mes in one year, the finn I S name 

will appear on supplementary tax rolls on.six ocoasions. These 

assessments are based on notifioations of payment reoeived by 

the PatenteTax Bureau from th.e General Direotorate of the 

Trealilury. 

The tax.base·for the assessment on gover~ent suppliers 
" . I 

is gross sa~es ro4de to the Government minus an exemption of 

5,OOO$VN, while the rate of the tax is ~7 per oent for all 
suppliers of both goods and servioes. An. irregulari ty ariseEl 

with reElpect to. the exemption of 5,OOO$VN. This exemption is 

permi tted each time that. goods and servioes are supplie.d.the 

Government. As a result, if a supplier furnishes onl.y.ons 

order.to the Gove~ent for.6 million $VN, he is allowed. 

only one e:ll:empt:Lon of 5,00J$VN, while if .another supplierfurn-
) ishes six orders of 1 million $VN each, he is allowed six 

6Xemptione totaling 30,OOO$VN. This also means that a supplier 
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initiate business with the Government, they are required to

pay a fixed amount of 1, 500$VN as their first patente tax pay-

ment. This payment is, in a sense, in the nature of an

"initiation fee", which does not vary with the size of the firm

or with the product or service supplied. After this first

assessment, there are individual patente tax assessments when-

ever a supplier is paid by the General Treasury. In other

words, if a firm is paid six times in one year, the firm's name

will appear on supplementary tax rolls on six occasions. These

assessments are based on notifications of payment received by
the Patente Tax Bureau from the General Directorate of the

Treasury.

The tax base for the assessment on government suppliers

is gross sales made to the Government minus an exemption of

5,000$VN, while the rate of the tax is .7 per cent for all

suppliers of both goods and services. An irregularity arises

with respect to. the exemption of 5,000$VN. This exemption is

permitted each time that goods and services are supplied the

Government. As a result, if a supplier furnishes only one

order to the Government for 6 million $VN, he is allowed

only one exemption of 5,000$VN, while if another supplier furn-

ishes six orders of 1 million $VN each, he is allowed six

exemptions totaling 30,000$VN. This also means that a supplier
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would have no patente tax to pay (except the original tax of

1,500$VN) if each of the orders received from the Government

were 5,000$VN or less.

In summary, a hypothetical patente tax assessment for

a government supplier involves the following steps:

(Gross Central Prefectural and Total
Sales - X Gov't X Chamber of Commerce Patente=
Exemption) Tax Rate Tax Rates Tax

Assessment

(1,000,000$VN X 007 3.025X = 21,069SVN-5,000$VN

Since the patente tax on government suppliers is based

on gross sales, the tax is similar to a sales or gross income

tax. And since there is an exemption of 5,000$VN on each

contract with the Government, the effective rate of the tax

is progressive. The calculations noted below indicate

that the effective rate of the tax is 1.06 per cent on sales

of 1 million SVN, and 2.12 per cent on sales of 100,000,000$VN.

For most suppliers, the tax has an effective rate of

approximately 2 per cent.

Gross Sales Patente Tax Percentage of Patente Tax
($VN) Assessment Assessment to Gross Sales

(SVN)

10,000 106 1.06
50,000 953 1.96

100,000 2,012 2.01
500,000 10,482 2.09

21,0691,000,000 2.10
100,000,000 2,117,394 2.12
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6. Review Oommittees , ' 

All patente.tax assessments made in.Viet-Nam are re~ 

viewedbY0OJ!1lllittees. These groups funotion at the pro­

vinoial and <i;strict'levels, in the Prefecture of Saigon­

Cholon, and in the municipalities. In Saigon and Cholon, 

the committee inembers are appointed by the Min,ister of Finance, 

while'the chiefs of provinces appoint the conunittees operating 

atth'e·i~oal government levels. 'By 'converition, eachooinnct,ttee 

is composed of two businessmen, two civil servants, and a 

chairman acting as an official governmental representative. 

The compoei tion of the review conmd ttee ill. Baigon at the 
, , 

present time is on~representative each from the Fren.ili 

Chamber of Conunerce, the Vi~tnamese Chamber of Conuner~e, 

the General Directorate ~fth~'Treasury, and the Prefecture 
,"' . 

of Saigon, while theInsp~ct~r General of Taxation' acts 

as chairman. In' ad,di t1on, all meetings of the committee 

in Saigon s.re attended ex-officio by the Ohief ~f the 

Patente Tax Bureau. New oonunittees are appointed eaoh 

year. 

There is some disparity between formal responsibility 

and actual praQtice in the functionin:g' of the Saigon.?OIIl­

mittee. The' cOlnmittee is formally required to acc<;>mpany 

the assessing o#'icers as they vish<ea~h business; Gstab-. , 
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6. Review Committees

All patente. tax assessments made in.Viet-Nam are re-

viewed by committees. These groups function at the pro-

vincial and district levels, in the Prefecture of Saigon-

Cholon, and in the municipalities. In Saigon and Cholon,

the committee members are appointed by the Minister of Finance,

while the chiefs of provinces appoint the committees operating

at the local government levels. By convention, each committee

is composed of two businessmen, two civil servants, and a

chairman acting as an official governmental representative.

The composition of the review committee in Saigon at the

present time is one representative each from the French

Chamber of Commerce, the Vietnamese Chamber of Commerce,

the General Directorate of the Treasury, and the Prefecture

of Saigon, while the Inspector General of Taxation acts

as chairman. In addition, all meetings of the committee

in Saigon are attended ex-officio by the Chief of the

Patente Tax Bureau. New committees are appointed each

year.

There is some disparity between formal responsibility

and actual practice in the functioning of the Saigon com-

mittee. The committee is formally required to accompany

the assessing officers as they visit each business estab-
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lishment. This procedure would require the committee members

to visit 25,000 business establishments, and this respon-
-

sibility would consume all of their time from approximately

January 1 to August 1 of each year. In practice, the committee

members accompany the assessing officers for only the first

15 days of each year, and then meet to review the new assess-

monts each time that one-quarter of the tax roll has been

completed. To review the whole of the 1959 patente tax roll

in 1959 required six days of the committee's time.

The formal role of the committee is advisory, but in

practice the committee tends to have review authority. Al--

though the Chief of the Patente Tax Bureau has final responsi-

bility for proposing all assessments, it is explained that

it is more expeditious and convenient in practice for the

Chief to accept the recommendations for changes in assessments

proposed by the committee. Committee members give particular

attention to assessments which have been changed from the

previous year. When disagreements arise between the Chief

of the Patente Tax Bureau and the committee members, the

issue is decided by the Director General of Taxation. After

the committee has reviewed the tax rull, notice is given

to the public that assessments have been completed and may

be obtained at the offices of the General Directorate of
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. Taxation during a period of 15 days. 
" 

THis re",iewprbc~dure is clearly desirable. It helps 

to reduoe arbitrary applications of the taxalid $liminates 

some erroneous assessments, Also, it deviJlopsbetter pub­

lic relations between taxpayers and tax administrators, 

because it gives taxp9¥ers' the' feeling that: there is an 

objective group looking after their interests. 

7. Penalties 

There was no provision fur penalties in' the original 

v~rsion or the Fis~al Code enacted in 1953, but an amendment 

was introduced in 1955 which permits the General Directorate 

of Taxation to penalize those businessmen who have not been 

assessed' in previou~ years of business activities. Assess­

ments m8.y be made for three years previouB to the current 

taX year. In practice, these assessments for prior years 

. ~remade' e~al to theaseessment' for the current year. 

Pe~alties added'to these delkquent taxes are .100' Per' cent 

of the tot~ tax if the basic t8.x is less thiin 500$VN and 

300 per oent of the total tax if the basic taX is over 

500$VN. ' 

These penalties are applied iiitrequently, It is ad .. 

mUted by the Saigon Pat!lt11le'l'ax Bureau that 1959 'was the 

first year 'in which penalties were' applied, and even in 
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Taxation during a period of 15 days.

This review procedure is clearly desirable. It helps

to reduce arbitrary applications of the tax and eliminates

some erroneous assessments. Also, it develops better pub-

lic relations between taxpayers and tax administrators,

because it gives taxpayers the feeling that there is an

objective group looking after their interests.

7. Penalties

There was no provision for penalties in the original

version of the Fiscal Code enacted in 1953, but an amendment

was introduced in 1955 which permits the General Directorate

of Taxation to penalize those businessmen who have not been

assessed in previous years of business activities. Assess-

ments may be made for three years previous to the current

tax year. In practice, these assessments for prior years

are made equal to the assessment for the current year.

Penalties added to these delinquent taxes are 100 per cent

of the total tax if the basic tax is less than 500$VN and

300 per cent of the total tax if the basic tax is over

500$VN.

These penalties are applied infrequently. It is ad-

mitted by the Saigon Patente Tax Bureau that 1959 was the

first year in which penalties were applied, and even in
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this year, only 30 "large" businessmen were penalized.

Evaders with small assessments are not penalized.

An interesting feature in the application of the penal--

ties is that the assessment staff is given one-fifth of the

penalties levied as a bonus. Total penalties levied on the

30 businessmen referred to above amounted to 175, JOOSVN in

1959, so the assessment staff in Saigon will share 35,000$VN.

8. Miscellaneous Provisions

In concluding this descriptive section of the report,

brief mention may be made of a few miscellaneous provisions:

(1) If a businessman operates a chain of commercial

stores, individual patente taxes will be assessed on each

outlet. Warehouses where goods are stored for eventual

sale, however, are assessed only on the basis of rental

value.

(2) Cooperatives and "public establishments" having a

commercial character are taxable. Taxing cooperatives

appears particularly inconsistent with exempting private

clubs like the Cercle Sportif. The taxing of public

establishments having a commercial character has also

created some irregular distinctions. For example, both

Air Viet-Nam and the company supplying water and electric

power in Saigon-Cholon are taxed, but the governmentally

operated railroad and bus companies are exempt.
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(3) A particularly hazy area in the application of

the patente tax is the case of commercial stores which sell

more than one type of product. For example, the Fiscal Code

provides a particular patente tax for each type of product

sold, 80 it is clear that a grocery store or jeweler must

pay only one patenté tax assessment. Strictly speaking,

then, a store which sells both jewelry and perfume would

be assessed two patentes. There are instances in which

some commercial stores in Saigon are assessed from three to

five patentes, but there is also a tendency at some ill-

defined stage for these several patentes to be combined

into one under the category of albazaar".

(4) Article 49 of the Fiscal Code provides for a

committee to be appointed every five years for the revision

of the patente tax law. No committees have been appointed

for this purpose since the Fiscal Code was revised in 1953.
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Part II - ANALYSIS

Taxpayer Declarations1.

Only one declaration is required from the patente tax-

payer, and this report must be forwarded before the business

is initiated. This declaration requires the following infor-

mation: nationality, address, amount of working capital,
6

certification to initiate the business if any is required,

amount of rent paid together with a receipt of payment,

address of principal business establishment if the declaration

refers to a branch, and the address and rental value of any

warehouses.

Both the basic tax and the tax on rental value is deter-

mined on the basis of this declaration. Principal deter-

mining factors in making the assessment is the location of

the business, the amount of working capital, and the rent

paid. For purposes of levying the tax on rental value,

either a rental receipt or the rental contract must be for-

warded to the tax office. Tax assessments for the first

'This term has not been defined explicitly. Inquiry leaves

the impression that working capital includes all liquid
assets.
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year are prorated for the period c\u~ing 'which the business 

is operated, but if the business does not start operations, 

or if operations are tenninated, no tax re.t'wld is given. 

For ell subsequent t~'assessinents aftertherirst year, 

the assessments are based on visits by tax personnel to 

the businessestabliShment~rather th!l.\!l on the basis (if 

taxpa;yer declarations, 

2, Assessment Prbcedures !nSaigon'" 

Patente tax'assesSlnents in'Saigon are und~rtaken by a 

unit staffed with a bureau chief and 11 employees. These' 

11 einployees may be classified int':' 8 ~lerks available fllr ' ' 
, 

field assessments and the preparation of tax rolls, 2 female 

stenograph~rs,'e.nd aniele clerk who handles co~respondence 

and de!:l.'frers mail: 

Theassesement procedUre involves field visits' to ' every 

business establishment in Saigon~ This' 'field surveye:ktenGs 

from January 1 to about July 15, and it involVes covering 19,.1 

streets ahd abV1it25~o00 businesses. "The ~i.irVeycrewis com­

posed of the 8 assessment clerke plus the bureau chief and 

the mail dispatcher. These 10 persons are grouped int" '; , ' 

teanisof 2 wo;r'kerEl ",;.l,cm fQ:t' t~ePlrmej9£impt~v~Qgt)le 
, ." . .,". . _,~ . . , . - " ,-"".1 .', ,'.,.' ,,' '." ,_, -

quality of the assessments and reducing the possibility o£' 

bribes being aocepted. 
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year are prorated for the period during which the business

is operated, but if the business does not start operations,

or if operations are terminated, no tax refund is given.

For all subsequent tax assessments after the first year,

the assessments are based on visits by tax personnel to

the business establishments rather than on the basis of

taxpayer declarations.

2. Assessment Procedures in Saigon

Patente tax assessments in Saigon are undertaken by a

unit staffed with a bureau chief and 11 employees. These

11 employees may be classified into 8 clerks available for

field assessments and the preparation of tax rolls, 2 female

stenographers, and a male clerk who handles correspondence

and delivers mail.

The assessment procedure involves field visits to every

business establishment in Saigon. This field survey extends

from January 1 to about July 15, and it involves covering 190

streets and about 25,000 businesses. The survey crew is com-

posed of the 8 assessment clerks plus the bureau chief and

the mail dispatcher. These 10 persons are grouped into 5

teams of 2 workers eäch for the purpose of improving the

quality of the assessments and reducing the possibility of

bribes being accepted.
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Either the basic tax or the rental value factor may be

changed in the process of re-assessment. Changes in the basic

tax are largely discretionary, being based on the location

of the business and external indicia of business profitability.

Rental receipts are required from the businessmen for the

purpose of determining whether the base for the rental

value tax should be changed.

Re-assessment proceeds, first, by dividing Saigon into

four sections, and each section is completed before the next

is surveyed. Then within each section, the re-assessment

is undertaken by visiting each business establishment along

a particular street. As a result, the tax roll is prepared

according to the area of the city and street address. When

the tax roll for the first quarter of Saigon is completed

about June 1, it is forwarded to an IBM service bureau for

processing. A first draft of the roll is received back from

the IBM firm about June 15 and is available in the tax

office for review by taxpayers for a period of 15 days. Then

the roll is returned to the IBM firm for the preparation of

the final draft, which is completed by about July 15. After

this, the roll is reviewed by the Director of Direct Taxes

and forwarded to the General Directorate of the Treasury

for collection on about July 20. This same procedure is
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followed in turn for the other three areas of Saigon. The 
,',J.,1::'( ,,;' - ;' . -" :' 
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,IR additio/l to this foregoill$ procedure 'Which refers to, , ' 

the pr;j.no,ipt\l..paten~e t¥ roll f9l;\,Saigon~ Itupplement~rolls 

are prepa~deach m9nt\'!. ",These~upplemf;lnt!lry, roll~arf;l,for 

busfll$ssmep, ,11lIo).vingViet-Nam anA,for new)uljl1nesses •. , :rhlllre 

are approxima~~l,y l~OOp 1;l1mleS eachmon~h .ani ,the, s,upplelllelftary 

rol;1,.s, so the atm1;lal total fop t.hese, rqles i,6 about ol!J.-half 
"., 'I,' " ' . ' '. 

that 'If, ,the principal roll. 

d '. T~\!I Pfooedl,lre for ,a taxpayer"s:tar:t+ng ane~,bu~ner,ls is 

oumbe;r~C)~ an4 Sl,tpportsthe • \de\'( (jueti.tLed on,othf;lr,gro'Qn~ •• ,' 

as well), th~t, the: ,qenerl:1l J;li~ctoratll(9f?1,a.;atip1.1 sho"lld " 

collec,t its., Pl'in ,aeeesl\lIIlInts. ' The. taJtpa;yer )ll1l.stfiret,01,' call ,:;':' 
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followed in turn for the other three areas of Saigon. The

General Treasury receives the last quarter of the principal

roll about September 15.

Taxpayers appearing on the roll which is forwarded for

IBM processing are listed by street and consecutive street

address. The principal roll prepared by the IBM equipment

for collection purposes also follows this listing, but in

addition, a second roll is prepared classifying taxpayers

by type of business. This second roll is prepared for

statistical purposes, but no use is made of it. Assessments

for each category of business are not assembled because of

a shortage of staff in the patente tax bureau.

In addition to this foregoing procedure which refers to

the principal patente tax roll for Saigon, supplementary rolls

are prepared each month. These supplementary rolls are for

businessmen leaving Viet-Nam and for new businesses. There

are approximately 1,000 names each month on the supplementary

rolls, so the annual total for these roles is about one-half

that of the principal roll.

8 The procedure for a taxpayer starting a new business is

cumbersome and supports the view (justified on other grounds

as well) that the General Directorate of Taxation should

collect its own assessments. The taxpayer must first of all
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does not forward infonnat:lonon residenoe' deolarations of 

foreigners, operators of trensportation facilities, or the 

o}nning and olosing of conunercial establishments. i~o infor­

mation rrom-:e~tral government departments is received on 

the diss.olution of corporations or the institution of new 

3. Assessment!:nS Collection Procedures !l:: ~ Village Level, 

There are two alternative ways of assessing anu colleot­

ing village patente taxes. ~his laok of uniformity pre­

vents the development of adequate. statistics on village 

.p~tente tax assessments and oollections •. 

V:Ulages following the first procedure develop a general 

. or nominative roll, which . .lists each taxpa;rer by name, type 
. . 

of business, address, and· amount of tax for the central govern-

ment, the province, village, and chamber of commeroe. Three 

oopies of this general roll are prepared at the. village level 

and are forwarded to the offioe of the General Directorate 
, 

of Taxation located in the principal town of the province. 

This office, in turn, forwards ths three copies of the 

general roll for approval to the Director ofDire~t Taxes 

.. in Saigon. After approval, one Copy of the roll is retained 
. .' ; . 

by the Director of Direot Taxes, one copy is forwarded to 

the General Treasury for oolleotion, while the third copy is 

returned to the village. 
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does not forward information on residence declarations of

foreigners, operators of transportation facilities, or the

opening and closing of commercial establishments. No infor-

mation from central government departments is received on

the dissolution of corporations or the institution of new

businesses.

3. Assessment and Collection Procedures at the Village Level

There are two alternative ways of assessing and collect-

ing village patente taxes. This lack of uniformity pre-

vents the development of adequate statistics on village

patente tax assessments and collections.

Villages following the first procedure develop a general

or nominative roll, which lists each taxpayer by name, type

of business, address, and amount of tax for the central govern-

ment, the province, village, and chamber of commerce. Three

copies of this general roll are prepared at the village level

and are forwarded to the office of the General Directorate

of Taxation located in the principal town of the province.

This office, in turn, forwards the three copies of the

general roll for approval to the Director of Direct Taxes

in Saigon. After approval, one copy of the roll is retained

by the Director of Direct Taxes, one copy is forwarded to

the General Treasury for collection, while the third copy is

returned to the village.
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In principle, the General Treasury has the responsibility

to collect the patente tax, but in practice this responsi-

bility is assumed by village authorities. After the villages

collect the tax, payments are forwarded to the provincial

offices of the General Treasury. These offices, in turn,

reimburse the villages for their share of the patente tax,

However, because the head office of the General Treasury in

Saigon does not make these reimbursements to the villages,

no statistics on these refunds are available in Saigon. Thus,

there is no information available on village patente tax

collections.

In addition to the general or nominative roll, a re-

capitulative roll is prepared by the offices of the General

Directorate of Taxation located in the principal towns. This

recapitulative roll is a summary statement for each village

in the province; that is, it lists villages instead of tax-

payers.

The recapitulative roll is also forwarded for approval

to the Director of Direct Taxes in Saigon, and is their given

to the General Treasury and the villages. The purpose of the

recapitulative roll is to inform the General Treasury and

the villages about the total amount of patente tax which

has been approved for collection.
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The seoond prooedure which may be followed by the villages 

results in even less statistics being available on patente 

tax assessments and collections. In this case, two general 
, ' 

or nominative rolls are prepared, one for the share of the 

tax reoeived by the central government, the province, and 

the ,chamber of conunerce, arid the other for the share of 

the tax reoeived by the'Village. The fii-at' roll follows 

the same procedure outi'inedabove, While the village roll , 

is forwarded 'to the province chief for approval and then 

returned to thEi village for collection. In this, case, only 

the provincial authorities have information on assessments 

and oollections of the patent'e tax for the use 'of the villages. 

In summary, these two procedures mean that '!';illage 

patente tax assessments are a:lraila.ble only' for those villages 

following the first procedure, while collection statistics 

are not available for villages following either the first 

or second prooedures. 

4. Operation g£ the Patente ~ Review Clonnnittee!Us'~gon 

An eXli.miriation ofrthe work of the patentetax review 

connnittee 'i!tSaigon wastiridertaken in order to inquire int..> 
, \ 

the effectivehess dt thi~ group with ~espect t~ improving 

assessmentP:rdbedures.:It willbef~i6i:lJ.led that Saigonls 

divided into four areas, and each 'ar~~ 'is assessed in 
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The second procedure which may be followed by the villages

results in even less statistics being available on patente

tax assessments and collections. In this case, two general

or nominative rolls are prepared, one for the share of the

tax received by the central government, the province, and

the chamber of commerce, and the other for the share of

the tax received by the village. The first roll follows

the same procedure outlined above, while the village roll

is forwarded to the province chief for approval and then

returned to the village for collection. In this case, only

the provincial authorities have information on assessments

and collections of the patente tax for the use of the villages.

In summary, these two procedures mean that village

patente tax assessments are available only for those villages

following the first procedure, while collection statistics

are not available for villages following either the first

or second procedures.

4. Operation of the Patente Tax Review Committee in Saigon

An examination of the work of the patente tax review

committee in Saigon was undertaken in order to inquire into

the effectiveness of this group with respect to improving

assessment procedures. It will be refalled that Saigon is

divided into four areas, and each area is assessed in
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INTRODUCJION 

Thisrep.ort. on the patente taxis the t\lird in..a series, 
. ",' , ., '. f· 

following previous studies of the systel!l of inCOl1le ,~'1ti(m. . 

and the real.. pr9p.erty tax. With the completion of thisthi~~ 

report,rese~b pn tax pol1cy and admtnistration has been 

coneluded in. the area of· taxes c:).assified as "direct" by the .'. , ' . ' , 

Vietnamese Government. Subsequent research will becongerned 

with indirect taxes and excises. 

While previous reports have emphasized the need to 

strengthen the income and property taxes, the policy conclu­

sion for the patente is quite the opposite. The patente, as 

a form of business taxation, has only a transitional. role to 

play in the evolution toward a modern and progressive system 

of taxation. By derivation, the patente follows a French 

system of taxing partly on the basis of external indioations 

of ability to pay. Assessments are based in part on such 

factors as location and outward appearances of profitability. 

Beoause of this, "arbitrary" is the single word that best 

describes the assessment process. 

Because of the shortcomings of the tax, there is the 

temptation to recommend replacing it immediately with a more 

rav;L()n.'.L bUsiness tax. But this does not appear to be prac-

Because the General. Directorate of Taxation has 
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rav;L()n.'.L bUsiness tax. But this does not appear to be prac-

Because the General. Directorate of Taxation has 

INTRODUCTION

This report on the patente tax is the third in a series,

following previous studies of the system of income taxation

and the real property tax. With the completion of this third

report, research on tax policy and administration has been

concluded in the area of taxes classified as "direct" by the

Vietnamese Government. Subsequent research will be concerned

with indirect taxes and excises.

While previous reports have emphasized the need to

strengthen the income and property taxes, the policy conclu-

sion for the patente is quite the opposite. The patente, as

a form of business taxation, has only a transitional role to

play in the evolution toward a modern and progressive system

of taxation. By derivation, the patente follows a French

system of taxing partly on the basis of external indications

of ability to pay. Assessments are based in part on such

factors as location and outward appearances of profitability.

Because of this, "arbitrary" is the single word that best

describes the assessment process.

Because of the shortcomings of the tax, there is the

temptation to recommend replacing it immediately with a more

rational business tax. But this does not appear to be prac-

ticable. Because the General Directorate of Taxation has
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more important priorities for tax reform with respect to the 

inoome and property taxes, it may be necessary to retain the 

patents for the foreseeable future.· ·On this aSSUlnptioh, it 

. appears desirable to recommends. few stop-gap measures which . 

would make the patente more productive of revenue and less 

discrimina.tory. 
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Part I. Description 

1. History 21 the Patente Tax 

The patente was introduced in France in 1791 in the form 

of a license or authorization for the privilege of undertaking 

a business, but subsequent modifications changed the tax more 

from a license to a tax based in part on "exterior signs" of 

ability to pay. Introduction of the tax to Viet-Nam was made 

by the French in 1890 in virtually the Bame form as it was used 

in France. 

When Viet~am was composed of three regional governments 

North, Center, and South Viet-Nam - there were also three 

different patente tax laws. At this time, the patente tax 

was a regional government tax, with percentage additions being 

levied to the regional tax for the benefit of the local govern­

ments. These variations among the regions were eliminated in 

1953 when the new Fiscal Code established a uniform tax for all 

Viet-Nam. 

Regional governments continued in existence after the 

"Geneva Agreement, but now these were composed of South and 

Center Viet-Nam, and the Highlands. The patente continued to 

be a regional tax for these three governments until January 1, 

1956, when regional governments were eliminated. Since this 

latter date, the patente has become a oentral government tax 
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with local governments adding percentage increases to the

central government tax for their own revenue needs. Also, on

January 1, 1956, the General Directorate of Taxation assumed

responsibility for all patente tax assessments in Viet-Nam

except in the case of some village &ssessments.

2. Central Government Tax Bases and Rates

The patente is legally a business license tax levied on

individuals and corporations for the privilege of engaging in

a trade, profession, or industry. It is a personal license to

undertake certain prescribed types of businesses in the sense.

that the licenses can only be used by those to whom they are

issued. In actual application, however, the patente resembles

a tax more than a business license.

There are two parts to the tax. The first, which may be

called the basic tax, is a specific levy determined by the type

of business. All businesses are listed in Tables B and C of the

Fiscal Code. Table B records 743 different businesses and pro-

fessions and establishes minima and maxima basic taxes for each.

For example, a tailor may be taxed within the range of 60 to

3,000$VN, a carpenter within the range of 60 to 2,OOO$VN, and a

doctor between 800 to 10,000$VN. Then Table C lists 25 businesses

which are given unique treatment. There is no range in taxation
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for these 25 businesses; for example, the basic tax ~n the 

manufacture of alcohol is 3$VN per 100 liters, while the levy 

on taxis is lO$VN per h01!sepower.l 

Then, in addition to this basic tax, there is an ad valorem 

levy applied to the rental value of the business property, which 

is derived either ,from the graBs contract rent paid Jr the gross 

estimated rental value if the property is owner-occupied. This 

rental value tax is assessed only on the 743 businesses'listed 

in Table B of the Fiscal Code and not on the 25 listed in 

Table C. Taxpayers without a fixed business location pay a 

rental value tax equal to one-third of the basic tax. 

The tex rate on rental value is progressive from 3 to 

10 per cent depending on the amount of the basic tax assessment. 

Fvr example, if a tailor has a basic tax assessment Jf 2,500$VN, 

the tax applied to the rental value of his business property 

will be 6 per cent, while if his basic tax is 300$VN, the rental 

value tax rate is 4 per cent. This tax rate applied to the 

annual rent, plus the basic tax, constitutes the total patente 

tax for the central government. 

lTax rates for a representative group of businesses from Tables 
Band C of the Fiscal Code are presented in Appendices A and B 
respectively. 
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. In ordetto reiate the'taJc rate on rentaJ. valuato the 
',: . -,' '-; ," ,,:"': '" '-, .::, . .". ,; ': :' , ; ,:."' 
.. bas'ic tax, aiiCihedtile has been developed in Table A of the 

Fiscal Code "Ihich divides the ba.~i~ taX levies into six cate-

'gories, as follows: 
. '<-, 

F.irst. 

.• SEjco"1d 

Third 

Fourth. 

.Fifth .. ' 

Sixth. 

. ' ~(')uilt1r Ba.sic Tax 
, .... .' ffl) . 

25,0.00 to. lo.Q,OOO. 

. S,OOO to 20.,000. . 

2,000. to 7.,0.00 . " """'. 

180 to 

)0. to . .,160 

, . RenteJ. . 
. 1!~~ieraxR.ate 
.~Per Cent) .. 

10 .... 

,8 

6 

5. 

4 

:3 

, Table A in the ,F:\.scal Code. alsv. Q1vide!l ~aCh basic tax 
" , , • '.. • "" .' ' -.J -, " 

category ;l.nto nine cls,lijl;leE\ •. For ~ample, in .. the Fourth. Ca·te ... 
. '. .. - .. ,-,{ , .. . 

gory of the. basic .ta.x •. whi·ch varies .from 600 to. 1,So.O$VN" the 
. . .' . , -

• f1:,~~~c then;l.nth. cla~se~;of.the b~sic tllJt,~re 600~WN. 700,$VN, 

800$VN, 9VQ$VN, l,OOv$VN, 1,~po$VN. 1,400#VW"l,6o.O$VlI, \Uld 

1,80C$VN. This means that if a tailor is to bd assessed a basic 

, tl3.X within the ran,ge. crf,6oo to 1,SOO$VN, there. are,Onlyll,ine 

aitehlatives for the bdiiic taX: ass~s~inerit.:Irt oth~rj,jb;4/:I~ he. . ~. ..' 

may be given a basic tax assessment of l,400$VN but not of 
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In order to relate the tax rate on rental value to the

basic tax, a schedule has been developed in Table A of the

Fiscal Code which divides the basic tax levies into six cate-

gories, as follows:

Rental
Category Amount of Basic Tax Value Tax Rate

($VN) (Per Cent)

First 25,000 to 100,000 10

Second 8,000 to 20,000 8

Third 62,000 to 7,000

600 toFourth 1,800 5

Fifth 180 to 500 4

Sixth 16030 to 3

Table A in the Fiscal Code also divides each basic tax

category into nine classes. For example, in the Fourth Cate-

gory of the basic tax, which varies from 600 to 1,800$VN, the

first to the ninth classes of the basic tax are 600$VN, 700$VN,

800$VN, 9V0$VN, 1,00U$VN, 1,200$VN, 1,400$VN, 1,600$VN, and

1,800$VN. This means that if a tailor is to be assessed a basic

tax within the range of 600 to 1,800$VN, there are only nine

alternatives for the basic tax assessment. In other words, he

may be given a basic tax assessment of 1,400$VN but not of
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1,500$VN. It also means that if he is given a basic tax assess­

ment of 1,400$VN, this assessment falls 'Within the Fourth Cate-

gory and 'Will thus bear a progressive rental value tax rate of 

5 per cent.2 

One important amendment affecting tax bases and rates has 

been introduced since the patente tax was codified in 1953. The 

Fiscal Code vf 1953 required importers and exporters to pay only 

one tax, and this pa;yment penni tted them to import and export any 

product for Which governmental approval could be obtained. The 

newa:mendment effective on January 1, 1956 established 18 cate­

gories of imports and 18 for exports with each category having 

a basic pa.tente tax within the range of 2,..JOe) to 50,0.JO$VN.3 

This dves not mean, however, that a particular firm must 

pay 36 patente taxes in order to import and export a full line 

vf products. These business firms are first circumscribed by 

a ruling of the Department of Economy which limits allY particula.r 

firm to the importation of six categories vf prvducts. Export 

activities, however, do not have this limitation. Alsv, importers 

2Table A of the Fiscal Code is presented in Appendix C of 
the repvrt. 

3A subsequent section of thi3 report explains the adminis­
trative regulations which have been develJped in order tv 
apply this basic patente tax to importers. 
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are given the .option of paying .only one patente tax if their. 
basic .. taxis at least. 75,Ooci$VN. Thus,. import.er~and eltpor~ers. 
in practice .will pay either several pat~nte t,axelj fo~ c!3r-t,l!dn 
categories. of.·imports and exports or the minimum single pat~nte 
tax of 75,OOO$VN, whichever is to their adv~ntage. 

3. Addit~QnB.l l'~rQlmtage' IuloI'fj.is'l! g! ~ Centtplr Government ~ 
The. patente .. is a. c.entral government tax,. b4t .revenues are , .. ' '-" -,- " '·i· ' " ,. 

shared with the local .governments and ChllJl\ber .. " .... Q:t; .Conunerce by 
. -. 

,'.' . , 

means. of percentage :!,n~reases 0'(: t~~'centralgQv8rnm8nt tax. 
Among the . .J.ocalgovernrilent~ ah<U'~ in the proce.edsof the. .. :ta:x 
are the Prefe..ct\4re of SaigQn-C~olon,.the II\1.\nicipalU;!,es. PrO." 
vino,ea, and eib!lle villa.ges.~ The' central government tax is uni­
fOI'!n.through9ut Viet-Nam. but there .is cons.iderable variation 
amollg local.government rate.!,! ~ 

Pe.rcentage . increases of the central government, p.atente tax 
are de't,ermined, by a oOlllbinatiOll of oentral government decrees 
and local gove,rlll!lent .decisions. The oentral government first 
establishesby.arrates the· maximum rates which may be levied by 
prefectures,ll\1.lm,oj,pali ties •. provinoes. ,andvj,llage\l. . These 
arrates are issued for each region. In South Viet-Ns.m. the 
m~ ratesare.200Pllr ~ent.fo; thePr~tfilqtU~9;r,';saigon-.!, 

',:.' ' , , '. " , i-: "'::", Cholon and 100 per cent for the prQvinces. and villagesjin 
Central Viet-Nam the. maximum rates are 100 per cent for 
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Central Viet-Nam the. maximum rates are 100 per cent for 

-8-

are given the option of paying only one patente tax if their
basic tax is at least 75,000$VN. Thus, importers and exporters
in practice will pay either several patente taxes for certain
categories of imports and exports or the minimum single patente
tax of 75,000$VN, whichever is to their advantage.

3. Additional Percentage Increases of the Central Government Tax
The patente is a central government tax, but revenues are

shared with the local governments and Chambers of Commerce by
means of percentage increases of the central government tax.
Among the local governments sharing in the proceeds of the tax
are the Prefecture of Saigon-Cholon, the municipalities, pro-
vinces, and some villages. The central government tax is uni-
form throughout Viet-Nam, but there is considerable variation
among local government rates.

Percentage increases of the central government patente tax
are determined by a combination of central government decrees
and local government decisions. The central government first
establishes by arrêtés the maximum rates which may be levied by
prefectures, municipalities, provinces, and villages. These
arrêtés are issued for each region. In South Viet-Nam, the
maximum rates are 200 per cent for the Prefecture of Saigon-
Cholon and 100 per cent for the provinces and villages; in
Central Viet-Nam the maximum rates are 100 per cent for
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provinces ar:i 50 per cent for villages; while in the Highlands, 

the maximum rates are 200 per cent for the MUnicipality of Dalat, 

100 per cent for provinces, 200 per cent for towns, and 50 per 

cent for villages. Most local governments apply these max:i.mum 

rates, but there are a few levying percentage additions below 

the maximum. The actual rates levied by lo-:al governments in 

1958 are listed in Appendix D. 

Several other complicating factors should be mentioaed. 

None of the towns in South Vi~t-Nam have a budget, but the several 

villages comprising each town will have in~ependent budgets. 

As a result, the patente tax paid by a businessman in one of 

these towns will be determined by a combination of ce'ltral 

government, provincial, and village rates. In Central Viet-Nam, 

the Town of Hue and the Municipal1 ty of Danang have their own 

budgets. Both of these urban centers are treated like provinces 

with rr~ allowable rates of 100 per cent, but Hue levies an 

a..:tual rate of only 75 per Cent. On the ..,ther hana, a business 

establishment located in a village outside ..,f Hue will be subject 

to both provincial and village rates. In the Highlands, the 

Municipality vf Dalat has a rate of 2CJ per cent, and since there 

are no town budgets in the Highlands, all other applications vf 

the tax are a combination of central government, prvvincial, 

and village rates. 
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V~llagerates arepart1~1,1l.arly vari!>~le. ;In thetirst .. 
instaljce, . some villages,!n yel)tral Viet...,Namd,o nQt levy a . ." , .'_ '.." .n: _, ,-' ," ,: ... 

vfllage patente r4te, eventAqug)1. it ;i:;!~1o.~1l4~ because<t~ey . . ' ' ". . ',' - '. '. " '. 

do not have their own bUd$ets •. T~e:r::!l~;!..r!;i.ng,vill~ge:;! apj:Jl;ring 
a pa.~ente tax.rate have .~wo alter.nativesl .. (;1,) they.may have ,," ", ',' .. , ',. ',,: ',' 'e"' •.• : .' ;, '_' , .. " 

their rai:.es approved by the Minister SIt, Finance, taxes .. collected ,'.'-', -',-,.: -., '":. " '. .":, ,", ,',' ,", " '~ , . 

by the General Treasury, and the pro~eeQs .~e.t'unded.back:tothe . ,,' .. ', ' 

village; or (2) thl;ly may haVe .their ra,tesaPProYed by :(;heir . ," , . ,.' ",'., ' ... ' ,. 

r,espeotive provi~?e chietsM,d oollect the p~tel'lf,,~t~~,s.i;hem­
selves. 

The. peroentage addition to. the cl;lntri,l.government ,:(;a~ for. ", I, .' -, . ' ." ,'! " ' :' .". 'r' ',,' 

the various Chamber!! Of COllllllerc~ is a :un1£orm 2 1/2. p~r Qent .. 
tor .~. Viet-Nam, and a11businel?ses bear. this . a.~d,itioneJ. ra.:(;e. , ,,:. ", I . ' "'. ",,' •. ",', \.' " • . _ .',' ::' ", .. " I 

except the libera,lp:rotessi9nl". Cl1ambers '1£ qOlll1nerceinYiet-

.N:91I1 are s~::-public in~.t~tu~iQns and thei.r sl1are ot. .the llatente 
tax cqnstitutes their operating revenues.4 

, ". . ,'" -;. .' ;"" 

.,To illustr/!.te the abOve~ ~e proqllduralstE!Ps in .dlltllrmin..,. 
il'lg a hypothetical tax assessment may be. calculated under the . ," ',-- '. " .' ," : ,} .' '''.: '-.('- r'-·, > .~,.'" :.: .' 
assumptions that a taxpayer operates a taUoring business. in •. ?,' . '. '\' .;"-",< .,'" ":",,' 

, i ' 
.j;' .: 

4A sep/!.rab;> Chamber ofComme:rce for .the Chine fie cOllummity with a rate '0£17 1/2 per cent 'was elinlinatEid"dn Janu,iry 1, 19,9. 
Now thers ison~y ol,le~;ype.o,f.ch!!Jllber. ot P9!Wl,~Fce1n,YiE(.t-Nam with afulitorm"ratedf'21/2 'per cent. ", ..... ' .' . 

. .. 'i 
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Village rates are particularly variable. In the first

instance, some villages in Central Viet-Nam do not levy a

village patente rate, even though it is allowed, because they
do not have their own budgets. The remaining villages applying
a patente tax rate have two alternatives: (1) they may have
their rates approved by the Minister of Finance, taxes collected
by the General Treasury, and the proceeds refunded back to the

village; or (2) they may have their rates approved by their

respective province chiefs and collect the patente taxes them-
selves.

The percentage addition to the central government tax for
the various Chambers of Commerce is a uniform 2 1/2 per cent
for all Viet-Nam, and all businesses bear this additional rate

except the liberal professions. Chambers of Commerce in Viet-
Nam are semi-public institutions and their share of the patente
tax constitutes their operating revenues. 4

To illustrate the above, the procedural steps in determin-
ing a hypothetical tax assessment may be calculated under the

assumptions that a taxpayer operates a tailoring business in

4A separate Chamber of Commerce for the Chinese community witha rate of 17 1/2 per cent was eliminated on January 1, 1959.Now there is only one type of Chamber of Commerce in Viet-Namwith a uniform rate of 2 1/2 per cent.
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Saigon with a basic tax of 2,500$VN and an annual rental 

value for his business propert~ of 12,000$VN: 

rr 

in8 
(1) Central Government Tax: 

(Basic tax + 6 per cent of rental value) 

ctad 2,500$VN + (.06 x 12,000$VN) = 3,220$VII 

lie 
(2) Saigon-Gholon Tax: 

(200 per cent of central govenrunent tax) 

n­ 2 x 3,220&VN = 6,440$VN 

(3) Chamber of Commerce Tax: 

lr (2 1/2 per cent 9f central government tax) 

.025 x 3,220CVN = 80.5$VN 

;e Total Tax 9,740.5$VN 

;-

Ita 4. Exemptions 

Since the patente is a business license tax levied on 

the privilege of undertaking a business activity, it is an 
~-

important part of the law to distinguish between taxable and 

exempt business activities. Accordingly, the Fiscal Code 

provides for a rather extensive list of exemptions. The more 

II important of these are: 

n (a) All persons who practice their profession as govern­

ment employees are exempt, regardless of the level 

-
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Saigonwithabasictaxof2,500$VNandanannualrental

valueforhisbusinesspropertyof12,000$VN:

(1)CentralGovernmentTax:

(Basictax+6percentofrentalvalue)

2,500$VN+(.06X12,000$VN)=3,220$VN

(2)Saigon-CholonTax:

(200percentofcentralgovernmenttax)

=6,440$VN 2X3,220$VN

(3)ChamberofCommerceTax:

(21/2percentofcentralgovernmenttax)

80.5$VN .025X3,220$VN=

9,740.5$VN TotalTax

4.Exemptions

Sincethepatenteisabusinesslicensetaxleviedon

theprivilegeofundertakingabusinessactivity,itisan

importantpartofthelawtodistinguishbetweentaxableand

exemptbusinessactivities.Accordingly,theFiscalCode

providesforaratherextensivelistofexemptions.Themore

importantoftheseare:

(a)Allpersonswhopracticetheirprofessionasgovern-

mentemployeesareexempt,regardlessofthelevel
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of government. 

(b) Painters and sculptors are exempt if they do not 

he.ve a business establishment ;or the' sale of their 

products. Byexten'sion, this exemption also applies 

to authors, musicians, etc.' 

(c) All teachers, are exempt, and a decree in 1955 e.xanpted 

, all private sohools. 

(d) All farmers are exempt regardless of the size of their 

farm or number, of employees. 

(e) Peddlers with~t wagorisare ~xempt. 
(f) , Fishermen owning their own boats are exempt oniy if 

they have no employees. 

(g) All owners of mines operated for the extraction of 

natural resources are exempt. 

(h) Th~renting of unfurnished rooms, apartments, or 

houses is eXempt, but theseme business activity is 

, taxableH the acoommodations' are furnished. Land';' 

lords renting .furnished rooms a.reexempt i£ the 

business activity is not undertaken re/iularly. 

(i) Corporations or individuals undertaking the develop­

. ment ~f 1ow-costh'ou~ing projects are exempt. In 

practice ,this business acti ~ity 'is oollfined. to 

individuals. 
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of government.

(b) Painters and sculptors are exempt if they do not

have a business establishment for the sale of their

products. By extension, this exemption also applies

to authors, musicians, etc.

(c) All teachers are exempt, and a decree in 1955 exempted

all private schools.

(d) All farmers are exempt regardless of the size of their

farm or number of employees.

(e). Peddlers without wagons are exempt.

(f) Fishermen owning their own boats are exempt only if

they have no employees.

(g) All owners of mines operated for the extraction of

natural resources are exempt.

(h) The renting of unfurnished rooms, apartments, or

houses is exempt, but the same business activity is

taxable if the accommodations are furnished. Land-

lords renting furnished rooms are exempt if the

business activity is not undertaken regularly.

(i) Corporations or individuals undertaking the develop-

ment of low-cost housing projects are exempt. In

practice, this business activity is confined to

individuals.
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(j) 	 Non-profit savings banks are exempt, but in practice this 

exemption applies only to gvvernment savings banks. 

(k) 	 Private clubs are exempt, which in Saigon includes the 

Cercle Sportif and Cercle Hippique. 

(1) 	 Craftsmen who work in their homes are exempt, and also 

the Widows of these craftsmen provided that they employ 

no more than one person and do not operate a business 

establishment outside of their homes. 

(m) 	 Owners vf one or two horse-drawn carts are exempt pro­

vided that two carts are not used simultaneously. 

(n) 	 Owners ot one taxi cab are exempt, and by extension the 

owners of a neet of taxi cabs are granted an exemption 

for one taxi. 

(6) 	 A special exemption was granted in 1958 tv two suppliers 

of automobiles to the Central (JQvernment. Authority for 

this exemption was a letter by the Minister vf Finance to 

the General Directorate ot Taxation. As of September, 1959, 

no action has been taken to renew this exemption for 1959. 

(p) 	 Public hospitals are exempt but not hospitals operated by 

individuals or private groups. 

(q) 	 All publishers of newspapers and perivdical magazines are 

exempt. 

In addition to the above exemptions, which include relief 

-
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(j)Non-profitsavingsbanksareexempt,butinpracticethis

exemptionappliesonlytogovernmentsavingsbanks.

(k)Privateclubsareexempt,whichinSaigonincludesthe

CercleSportifandCercleHippique.

(1)Craftsmenwhoworkintheirhomesareexempt,andalso

thewidowsofthesecraftsmenprovidedthattheyemploy

nomorethanonepersonanddonotoperateabusiness

establishmentoutsideoftheirhomes.

(m)Ownersofoneortwohorse-drawncartsareexemptpro-

videdthattwocartsarenotusedsimultaneously.

(n)Ownersofonetaxicabareexempt,andbyextensionthe

ownersofafleetoftaxicabsaregrantedanexemption

foronetaxi.

(8)Aspecialexemptionwasgrantedin1958totwosuppliers

ofautomobilestotheCentralGovernment.Authorityfor

thisexemptionwasaletterbytheMinisterofFinanceto

theGeneralDirectorateofTaxation.AsofSeptember,1959,

noactionhasbeentakentorenewthisexemptionfor1959.

(p)Publichospitalsareexemptbutnothospitalsoperatedby

individualsorprivategroups.

(q)Allpublishersofnewspapersandperiodicalmagazinesare

exempt.

Inadditiontotheaboveexemptions,whichincluderelief
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from b~thbasic and rental value taxes, some businesses are ' 

granted partial exemption. Two types of businesses are 

granted axEilllption from the rental value tax oniy: (a) peddlers 
.~. 

with wagons, provided,that the wagons do not occupy a fixed 

loca.tion; and (b) hotels' subsidized by the GO,vernment. 

These total and partial exemptions appear tO,have been 

developed with the objElctive of pI'oviding tax I'Slief to the 

following types of business, activities: (a) 'primary producers, 

like f~rmers and fishermen; (b) persoris withciut a business 

esta1:)lishment, like teachers and artists; (c) non-profit 

activities; (d) activ1tie,s resulting in low incomesjand ' 

(e) socially desirable business activities, 

,pespite the fact that there are these diacernabie, and in 

some" case,s reasonable criteria for ex~mpt1ons, there are' also . ' , '.", . 

sqIlleexemptions, which are difficult to justify, These may be 

made more apparent' by comparing certain exempt and ta.xe.ble under-
~ , . . 

" takinge: ,Why' should, lawyers and doctors be taxable wljile 

teachers and, artists are exempt? Why should carpenters and 
, , . 

mechanics be taxable While farmers and fishermen are exempt? 

Wl:)y E!hould processors of 8!)lt and lime be taxable While the 

extractors oftheseprodupts are exempt? Why should a:bar or 

rasta,urant be, taxable while the same services. are ,exempt if 
... ~ 

provided to the members of a private clu'p? ... 

. , 

" 
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from both basic and rental value taxes, some businesses are

granted partial exemption. Two types of businesses are

granted exemption from the rental value tax only: (a) peddlers

with wagons, provided that the wagons do not occupy a fixed

location; and (b) hotels subsidized by the Government.

These total and partial exemptions appear to have been

developed with the objective of providing tax relief to the

following types of business activities: (a) primary producers,

like farmers and fishermen; (b) persons without a business

establishment, like teachers and artists; (c) non-profit

activities; (d) activities resulting in low incomes; and

(e) socially desirable business activities.

Despite the fact that there are these discernable, and in

some cases reasonable criteria for exemptions, there are also

some exemptions which are difficult to justify. These may be

made more apparent by comparing certain exempt and taxable under-

takings: Why should lawyers and doctors be taxable while

teachers and artists are exempt? Why should carpenters and

mechanics be taxable while farmers and fishermen are exempt?

Why should processors of salt and lime be taxable while the

extractors of these products are exempt? Why should a bar or

restaurant be taxable while the same services. are exempt if

provided to the members of a private club?



-15­

Many of theae inconsistencies could not be remo~ed because 

it would be too difficult administratively to add additional ~, 

l'S taxpayers to the rolls. This is probably true with respect 

t", artists, authors, and famers. There are also some busi­

ness aotivities whioh should not be taxed beoause the income 

resulting from the business is so low. But it would appear 

that both equity and revenue produotivity would be improved 

s, if exemptions granted to the following business activities 

were removed: (a) private schools operated for profit; 

(b) owners of mines; (c) landlords of unfurnished rooms, 

apartments, anJ houses; (d) corporations or individuals 

undertaking the development of low-cost housing projects;. 

(e) private clubs operating restaurants and bars; (f) owners 

of horse-drawn carts andtaxisj and (g) publishers of news­

papers and maga~ines • • 

.er­ 5. Government Suppliers 

Private business firms supPlying goods aad services to 

the Central Government are given unique treatment under the 

patente tax. This unique treatment is particularly imp..,rtent 

because government suppliers represent 12.41 per cent of all 

patente tax assessments in Saigon. 5 When these firms first 

5See a later section of this report entitled "Distribution 
of Patente Tax Assessments by Business Activities" • 

.. 

-15-

Many of these inconsistencies could not be removed because 

it would be too difficult administratively to add additional 1, 

taxpayers to the rolls. This is probably true with respect 

tv artists, authors, and farmers. There are also some busi-

ness activities Which should not be taxed because the income 

resulting from the business is so low. But it would appear 

that both equity and revenue productivity would be improved 

if exemptions granted to the following business activities 

were removed: (a) private sChools operated for profit; 

(b) owners of mines; (c) landlords of unfurnished rooms, 

apartments, an.! houses; (d) corporations or individuals 

undertaking the development of low-cost housing projects, 

(e) private clubs operating restaurants and bars) (f) owners 

of horse-drawn carts andtaxisj and (g) publishers of news-

papers and magazines. • 

5. Government Suppliers 

Private business firms supplying goods &~d services to 

the Central Goverrnnent are given unique treatment under the 

patente tax. This unique treatment is particularly imp.!rtent 

because government suppliers represent 12.41 per cent of all 

patente tax assessments in Saigon. 5 When these firms first 

5See a later section of this report entitled "Distribution 
of Patente Tax Assessments by Business Activities", 

-15-

Many of these inconsistencies could not be removed because 

it would be too difficult administratively to add additional 1, 

taxpayers to the rolls. This is probably true with respect 

tv artists, authors, and farmers. There are also some busi-

ness activities Which should not be taxed because the income 

resulting from the business is so low. But it would appear 

that both equity and revenue productivity would be improved 

if exemptions granted to the following business activities 

were removed: (a) private sChools operated for profit; 

(b) owners of mines; (c) landlords of unfurnished rooms, 

apartments, an.! houses; (d) corporations or individuals 

undertaking the development of low-cost housing projects, 

(e) private clubs operating restaurants and bars) (f) owners 

of horse-drawn carts andtaxisj and (g) publishers of news-

papers and magazines. • 

5. Government Suppliers 

Private business firms supplying goods &~d services to 

the Central Goverrnnent are given unique treatment under the 

patente tax. This unique treatment is particularly imp.!rtent 

because government suppliers represent 12.41 per cent of all 

patente tax assessments in Saigon. 5 When these firms first 

5See a later section of this report entitled "Distribution 
of Patente Tax Assessments by Business Activities", 

-15-

Manyoftheseinconsistenciescouldnotberemovedbecause

itwouldbetoodifficultadministrativelytoaddadditional1,

taxpayerstotherolls.Thisisprobablytruewithrespect

toartists,authors,andfarmers.Therearealsosomebusi--

nessactivitieswhichshouldnotbetaxedbecausetheincome

resultingfromthebusinessissolow.Butitwouldappear

thatbothequityandrevenueproductivitywouldbeimproved

ifexemptionsgrantedtothefollowingbusinessactivities

wereremoved:(a)privateschoolsoperatedforprofit;

(b)ownersofmines;(c)landlordsofunfurnishedrooms,

apartments,andhouses;(d)corporationsorindividuals

undertakingthedevelopmentoflow-costhousingprojects;

(e)privateclubsoperatingrestaurantsandbars;(f)owners

ofhorse-drawncartsandtaxis;and(g)publishersofnews-

papersandmagazines.

5.GovernmentSuppliers

Privatebusinessfirmssupplyinggoodsandservicesto
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initiate· pusinees w,ith .ilhe Government, they are required to . .. 

pay. a fixed amount of 1, jjOO$VN. as their first patente tax pay-

ment •. T\)is payment is, :i,.n. a Iilense, in. the nat\l.reofan '. ... . . 
"initiation fee", .which. does, not vary with the. size of the finn . . '. . . 
or with the product or service suppl.ied. After this first. 

assessment,·there are individual patente tax assessments when-

eVer.a supplier is paid by the General Treasury. In other 

words, if a firm is paid six t ±mes in one year, the finn I S name 

will appear on supplementary tax rolls on.six ocoasions. These 

assessments are based on notifioations of payment reoeived by 

the PatenteTax Bureau from th.e General Direotorate of the 

Trealilury. 

The tax.base·for the assessment on gover~ent suppliers 
" . I 

is gross sa~es ro4de to the Government minus an exemption of 

5,OOO$VN, while the rate of the tax is ~7 per oent for all 
suppliers of both goods and servioes. An. irregulari ty ariseEl 

with reElpect to. the exemption of 5,OOO$VN. This exemption is 

permi tted each time that. goods and servioes are supplie.d.the 

Government. As a result, if a supplier furnishes onl.y.ons 

order.to the Gove~ent for.6 million $VN, he is allowed. 

only one e:ll:empt:Lon of 5,00J$VN, while if .another supplierfurn-
) ishes six orders of 1 million $VN each, he is allowed six 

6Xemptione totaling 30,OOO$VN. This also means that a supplier 

-16-. 

initiate· pusinees w,ith .ilhe Government, they are required to . .. 

pay. a fixed amount of 1, jjOO$VN. as their first patente tax pay-

ment •. T\)is payment is, :i,.n. a Iilense, in. the nat\l.reofan '. ... . . 
"initiation fee", .which. does, not vary with the. size of the finn . . '. . . 
or with the product or service suppl.ied. After this first. 

assessment,·there are individual patente tax assessments when-

eVer.a supplier is paid by the General Treasury. In other 

words, if a firm is paid six t ±mes in one year, the finn I S name 

will appear on supplementary tax rolls on.six ocoasions. These 

assessments are based on notifioations of payment reoeived by 

the PatenteTax Bureau from th.e General Direotorate of the 

Trealilury. 

The tax.base·for the assessment on gover~ent suppliers 
" . I 

is gross sa~es ro4de to the Government minus an exemption of 

5,OOO$VN, while the rate of the tax is ~7 per oent for all 
suppliers of both goods and servioes. An. irregulari ty ariseEl 

with reElpect to. the exemption of 5,OOO$VN. This exemption is 

permi tted each time that. goods and servioes are supplie.d.the 

Government. As a result, if a supplier furnishes onl.y.ons 

order.to the Gove~ent for.6 million $VN, he is allowed. 

only one e:ll:empt:Lon of 5,00J$VN, while if .another supplierfurn-
) ishes six orders of 1 million $VN each, he is allowed six 

6Xemptione totaling 30,OOO$VN. This also means that a supplier 

-16-

initiate business with the Government, they are required to

pay a fixed amount of 1, 500$VN as their first patente tax pay-

ment. This payment is, in a sense, in the nature of an

"initiation fee", which does not vary with the size of the firm

or with the product or service supplied. After this first

assessment, there are individual patente tax assessments when-

ever a supplier is paid by the General Treasury. In other

words, if a firm is paid six times in one year, the firm's name

will appear on supplementary tax rolls on six occasions. These

assessments are based on notifications of payment received by
the Patente Tax Bureau from the General Directorate of the

Treasury.

The tax base for the assessment on government suppliers

is gross sales made to the Government minus an exemption of

5,000$VN, while the rate of the tax is .7 per cent for all

suppliers of both goods and services. An irregularity arises

with respect to. the exemption of 5,000$VN. This exemption is

permitted each time that goods and services are supplied the

Government. As a result, if a supplier furnishes only one

order to the Government for 6 million $VN, he is allowed

only one exemption of 5,000$VN, while if another supplier furn-

ishes six orders of 1 million $VN each, he is allowed six

exemptions totaling 30,000$VN. This also means that a supplier
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(Gross Central Prefectural and 
Sales X Gov't X Chamber of Commerce 
Exemption) Tax Rate Tax Rates 

(l,ooO,OOO$VN X .007 X 3.025-5,000$VN 
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1,500$VN) if each of the orders received frem the Government, 
were "OOO$VN or less. 

In summary, a hypothetical patente tax assessment for 

a government supplier involves the following steps: 

Since the patents tax on government suppliers is based 

on gross sales, the tax is similar to a sales or gross income 

tax. And since there is an exemption of 5,000$VN on each 

contract with the Government, the effective rate of the tax 

is progressive. The calculations noted below indicate 

that the effective rate of the tax is 1.06 per cent on sales 

of 1 million ~iVN, and 2.12 per cent on sales of loo,ooO,OOO$VN. 

For most suppliers, the tax has an effective rate of 
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wouldhavenopatentetaxtopay(excepttheoriginaltaxof

1,500$VN)ifeachoftheordersreceivedfromtheGovernment

were5,000$VNorless.

Insummary,ahypotheticalpatentetaxassessmentfor

agovernmentsupplierinvolvesthefollowingsteps:

(GrossCentralTotal Prefecturaland
Sales-Patente XChamberofCommerce XGov't=

Exemption)TaxRatesTax TaxRate
Assessment
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Sincethepatentetaxongovernmentsuppliersisbased

ongrosssales,thetaxissimilartoasalesorgrossincome

tax.Andsincethereisanexemptionof5,000$VNoneach

contractwiththeGovernment,theeffectiverateofthetax

isprogressive.Thecalculationsnotedbelowindicate

thattheeffectiverateofthetaxis1.06percentonsales

of1millionSVN,and2.12percentonsalesof100,000,000$VN.

Formostsuppliers,thetaxhasaneffectiverateof

approximately2percent.
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6. Review Oommittees , ' 

All patente.tax assessments made in.Viet-Nam are re~ 

viewedbY0OJ!1lllittees. These groups funotion at the pro­

vinoial and <i;strict'levels, in the Prefecture of Saigon­

Cholon, and in the municipalities. In Saigon and Cholon, 

the committee inembers are appointed by the Min,ister of Finance, 

while'the chiefs of provinces appoint the conunittees operating 

atth'e·i~oal government levels. 'By 'converition, eachooinnct,ttee 

is composed of two businessmen, two civil servants, and a 

chairman acting as an official governmental representative. 

The compoei tion of the review conmd ttee ill. Baigon at the 
, , 

present time is on~representative each from the Fren.ili 

Chamber of Conunerce, the Vi~tnamese Chamber of Conuner~e, 

the General Directorate ~fth~'Treasury, and the Prefecture 
,"' . 

of Saigon, while theInsp~ct~r General of Taxation' acts 

as chairman. In' ad,di t1on, all meetings of the committee 

in Saigon s.re attended ex-officio by the Ohief ~f the 

Patente Tax Bureau. New oonunittees are appointed eaoh 

year. 

There is some disparity between formal responsibility 

and actual praQtice in the functionin:g' of the Saigon.?OIIl­

mittee. The' cOlnmittee is formally required to acc<;>mpany 

the assessing o#'icers as they vish<ea~h business; Gstab-. , 
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6. Review Committees

All patente. tax assessments made in.Viet-Nam are re-

viewed by committees. These groups function at the pro-

vincial and district levels, in the Prefecture of Saigon-

Cholon, and in the municipalities. In Saigon and Cholon,

the committee members are appointed by the Minister of Finance,

while the chiefs of provinces appoint the committees operating

at the local government levels. By convention, each committee

is composed of two businessmen, two civil servants, and a

chairman acting as an official governmental representative.

The composition of the review committee in Saigon at the

present time is one representative each from the French

Chamber of Commerce, the Vietnamese Chamber of Commerce,

the General Directorate of the Treasury, and the Prefecture

of Saigon, while the Inspector General of Taxation acts

as chairman. In addition, all meetings of the committee

in Saigon are attended ex-officio by the Chief of the

Patente Tax Bureau. New committees are appointed each

year.

There is some disparity between formal responsibility

and actual practice in the functioning of the Saigon com-

mittee. The committee is formally required to accompany

the assessing officers as they visit each business estab-
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lishment. This procedure would require the committee members 

to visit 25,000 business establishments, and this respon­

sibility lIIOuld consume an of their time from approximately 

January 1 to August 1 of each year. In practice, the committee 

members accvmpany the assessing officers for vnly the first 

15 days of each year, and then meet to review the new assess­

ments each time that, one-quarter of the tax rvll has been 

completed. To review the Whole of the 1959 patente tax roll 

in 1959 re~ired six da,ys of the committee's time. 

The formal role of the committee is advisory, but in 

practice the committee tends to ha;e review auth0rity. Al­

though the Chief of the Patente Tax Bureau has final responsi­

bility for proposing all assesaments, it is explained that 

it is rnvre expeditious and convenient in practice for the 

Chief to accept the recommendations for changes in assessments 

proposed by the committee. Committee members give particular 

attention to assessments Which have been changed from the 

previous year, When disagreements arise between the Chief 

of the Patente Tax Bureau and the committee members, the 

issue is decided by the Director General of Taxation. After 

the c~~ittee has reviewed the tax rwll, notice is given 

to the public that assessments have been comp~eted and may 

be obtained at the offices of the General Directorate of 
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. Taxation during a period of 15 days. 
" 

THis re",iewprbc~dure is clearly desirable. It helps 

to reduoe arbitrary applications of the taxalid $liminates 

some erroneous assessments, Also, it deviJlopsbetter pub­

lic relations between taxpayers and tax administrators, 

because it gives taxp9¥ers' the' feeling that: there is an 

objective group looking after their interests. 

7. Penalties 

There was no provision fur penalties in' the original 

v~rsion or the Fis~al Code enacted in 1953, but an amendment 

was introduced in 1955 which permits the General Directorate 

of Taxation to penalize those businessmen who have not been 

assessed' in previou~ years of business activities. Assess­

ments m8.y be made for three years previouB to the current 

taX year. In practice, these assessments for prior years 

. ~remade' e~al to theaseessment' for the current year. 

Pe~alties added'to these delkquent taxes are .100' Per' cent 

of the tot~ tax if the basic t8.x is less thiin 500$VN and 

300 per oent of the total tax if the basic taX is over 

500$VN. ' 

These penalties are applied iiitrequently, It is ad .. 

mUted by the Saigon Pat!lt11le'l'ax Bureau that 1959 'was the 

first year 'in which penalties were' applied, and even in 
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Taxation during a period of 15 days.

This review procedure is clearly desirable. It helps

to reduce arbitrary applications of the tax and eliminates

some erroneous assessments. Also, it develops better pub-

lic relations between taxpayers and tax administrators,

because it gives taxpayers the feeling that there is an

objective group looking after their interests.

7. Penalties

There was no provision for penalties in the original

version of the Fiscal Code enacted in 1953, but an amendment

was introduced in 1955 which permits the General Directorate

of Taxation to penalize those businessmen who have not been

assessed in previous years of business activities. Assess-

ments may be made for three years previous to the current

tax year. In practice, these assessments for prior years

are made equal to the assessment for the current year.

Penalties added to these delinquent taxes are 100 per cent

of the total tax if the basic tax is less than 500$VN and

300 per cent of the total tax if the basic tax is over

500$VN.

These penalties are applied infrequently. It is ad-

mitted by the Saigon Patente Tax Bureau that 1959 was the

first year in which penalties were applied, and even in
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this year, only 30 "large!! businessmen were penalized. 

Evaders with small assessments are not penalized. 

An interesting feature in the application of the penal­

ties is that the assessment staff is given one-fifth of the 

penalties levied as a borrus. Total penal ties levied on the 

3v businessmen referred to above amounted to 175,UOJ$VN in 

1959, so the assessment staff in Saigon will share 35,OUO$VN. 

8. Miscellaneous Provisions 

In concluding this descriptive seotion of the report, 

brief mention may be m~de of a few miscellaneous provisions~ 

(1) If a businessman operates a chain of commercial 

stores, individual patente taxes will be assessed on each 

outlet. Warehouses where goods are stored for eventual 

sale, however, are assessed only on the basis of rental 

value. 

(2) Cooperatives and "publio establishments" having a. 

commercial character are taxable. Taxing cooperatives 

appears particularly inconsistent with exempting private 

clubs like the Cercle Sportif. The taxing of public 

establishments having a commeroial oharacter has also 

created some irregular distinctions. For example, bvth 

Air Viet-Nam and the company supplying water and electric 

power in Saigon"()ho10n are taxed, but the goverrnnentally 

operated railroad and bus companies are exempt. 
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'I .. . _ ,,',' .i·~ ~': ..... ',' <, ,." ,", , " :"', _ ,. , . 
the pa.tente tax isth\3ca.se· of 66Jlii1iil'tefaJ.'s'toreswhioh sell 

more than one type of produot~'; 'F6l:' e'iainple, "t.li.e ri~cSJ.· eod~ 

provides a partioula.r pateht~ t'aSifbtea:eh tY'Pe 6£ pro'duot 

sold;~o:i. t 'ie 'clear that a 'grocery st6re or jeweler must' 

pay onlyorii pateilte ~a$se$sriel'lt; Str:l:dtiiapea.ld.ng~C 

then,'s:store which sells both j~welrYarid:~~tuine woUld'" ") 

be assessed two patentes. There are ins.t'ah6~esriJ:i whioh 

some oommeroia.f stores'iii: Saigonarea$$~~sieJdfromthreeto 

fivEipa,t~rites' blit-there isaisC;a:tendshdyii~isome Ul'" 
'-'" "-' .. ,: \"". ':", ,.: '-'-(', -- ."/",," ,"',: , 

defined stage "for 'these s'e\l'eral'patent/es'tobe oombined' 

into one und~r the oategoryot 9,libazaarll • . ,. " ' 

(4) Art±ole'49 of the FisoaJ. ()odeprovides fot~ 

oonvn1tteeto be appointed ~er:v five ~arifor'therevisiort ,.'; , 

of the patente tax law. No oommittees have been appointed'" ",,, 

for thiaPt\~ose sinoe the r:tsoal Code wa~'r'e:v:fs'edih 1953. 
rJ'L " ,';:'; 

" " . ! '. 
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(3) A particularly hazy area in the application of

the patente tax is the case of commercial stores which sell

more than one type of product. For example, the Fiscal Code

provides a particular patente tax for each type of product

sold, 80 it is clear that a grocery store or jeweler must

pay only one patenté tax assessment. Strictly speaking,

then, a store which sells both jewelry and perfume would

be assessed two patentes. There are instances in which

some commercial stores in Saigon are assessed from three to

five patentes, but there is also a tendency at some ill-

defined stage for these several patentes to be combined

into one under the category of albazaar".

(4) Article 49 of the Fiscal Code provides for a

committee to be appointed every five years for the revision

of the patente tax law. No committees have been appointed

for this purpose since the Fiscal Code was revised in 1953.
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Part II - .ANALYSIS 

1. Taxpayer Declarations 

Only ons.declaration is required from the patente tax­

payer, and this report must be forwarded before the business 

is initiated. This declaration requires the following infor­

mation: nationality, address, amount of working capital,6 

certification to initiate the business if any is required, 

amount of rent paid together with a receipt ~f payment, 

address uf principal business establishment if the declaration 

refers to a uranch, and the address and rental value of any 

warehouses, 

Both the basic tax and the tax un rental value is deter­

mined on the basis of this declaration. Principal deter­

mining factors in making the ast;essment is the location of 

the business, the amount of working capital, and the rent 

paid. Fur purposes of levying the tax on rental value, 

aither a rental receipt or the rental contract must be for­

warded to the tax office. Tax assessments for the first 

brhis term has not been defined explicitly, Inquiry leaves 
the impreSSion that working capital includes all liquid 
assets, 
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year are prorated for the period c\u~ing 'which the business 

is operated, but if the business does not start operations, 

or if operations are tenninated, no tax re.t'wld is given. 

For ell subsequent t~'assessinents aftertherirst year, 

the assessments are based on visits by tax personnel to 

the businessestabliShment~rather th!l.\!l on the basis (if 

taxpa;yer declarations, 

2, Assessment Prbcedures !nSaigon'" 

Patente tax'assesSlnents in'Saigon are und~rtaken by a 

unit staffed with a bureau chief and 11 employees. These' 

11 einployees may be classified int':' 8 ~lerks available fllr ' ' 
, 

field assessments and the preparation of tax rolls, 2 female 

stenograph~rs,'e.nd aniele clerk who handles co~respondence 

and de!:l.'frers mail: 

Theassesement procedUre involves field visits' to ' every 

business establishment in Saigon~ This' 'field surveye:ktenGs 

from January 1 to about July 15, and it involVes covering 19,.1 

streets ahd abV1it25~o00 businesses. "The ~i.irVeycrewis com­

posed of the 8 assessment clerke plus the bureau chief and 

the mail dispatcher. These 10 persons are grouped int" '; , ' 

teanisof 2 wo;r'kerEl ",;.l,cm fQ:t' t~ePlrmej9£impt~v~Qgt)le 
, ." . .,". . _,~ . . , . - " ,-"".1 .', ,'.,.' ,,' '." ,_, -

quality of the assessments and reducing the possibility o£' 

bribes being aocepted. 
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year are prorated for the period during which the business

is operated, but if the business does not start operations,

or if operations are terminated, no tax refund is given.

For all subsequent tax assessments after the first year,

the assessments are based on visits by tax personnel to

the business establishments rather than on the basis of

taxpayer declarations.

2. Assessment Procedures in Saigon

Patente tax assessments in Saigon are undertaken by a

unit staffed with a bureau chief and 11 employees. These

11 employees may be classified into 8 clerks available for

field assessments and the preparation of tax rolls, 2 female

stenographers, and a male clerk who handles correspondence

and delivers mail.

The assessment procedure involves field visits to every

business establishment in Saigon. This field survey extends

from January 1 to about July 15, and it involves covering 190

streets and about 25,000 businesses. The survey crew is com-

posed of the 8 assessment clerks plus the bureau chief and

the mail dispatcher. These 10 persons are grouped into 5

teams of 2 workers eäch for the purpose of improving the

quality of the assessments and reducing the possibility of

bribes being accepted.



-2!j-

Either the basic tax or the rental value factor may be 

changed in the process of re-aesessnent. Changes in the basic 

tax are largely discretionary, being based on the location 

of the businees and external indicia of business profitability. 

Rental receipts are required from the b1.lBinessmen for the 

purpose of detennining whether the base for the rental 

value tax should be changed. 

Re-assessment proceeds, first, by dividing Saigon into 

four sections, and each section is completed before the next 

is surveyed. Then within each section, the re-a.ssessment 

is undertaken by visiting each business establishment along 

a particular street, As a result, the tax roll is prepared 

according to the area of the city and street address. When 

the tax roll for the first quarter of Saigon is completed 

about June 1, it is forwarded to an IBM service bureau for 

processing. A first draft of the roll is received back frolp 

the IBM firm abuut June 15 and is available in the tax 

office for review by taxpayers for a period vf 15 days. Then 

the roll is returned to the IBM firm for the preparativn of 

the final draft, which is completed by about July 15. After 

this, the roll is reviewed by the Director of Direct Taxes 

and forwarded to the General Directorate of the Treasury 

for collection on about July 20. This same procedure is 
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followed in turn for the other three areas of Saigon. The 
,',J.,1::'( ,,;' - ;' . -" :' 

G~n~ral Treasury relleive~th,e,las~ q,uarteli' ot, ,the prillcipal 
•. ',,, ; " .'. t.. '", " 

roll abol,tt September ).5. 

" Taxpayers appearing ,on thepollwhioh is fqrwardl!!l for 
" " . ' , " . . ).... . 

IBM pr90esl!l~g ~re li,st-I'd by str.~f3t ,~d Ilonseoutive s:t-reet 

address. ,TOe principal ,roll p~pared by the ,IBM, equipment 

for colleotion purposes also follow\, this;lillt:Lng~ ,but ,in 

add! t1on~ ,a second, roll iii,' prepared lll/lli!lIii'ying taxpa;y,el'll 

. '," .. ' 

by t-YP\lof businesB. This, ~econd roll ie prepared 1'or, 

statiBtical purp,Ql!les~ bu~ no i,lSe is, made of it. Assessments 

for eMh Ilategory o( bl,tsiness are nO,t assemb1-li!d be,cause of, 

a shortage of staff in thj;l patellt.etax burea,\l_ 
. ' ,;' .J-", .1 

,IR additio/l to this foregoill$ procedure 'Which refers to, , ' 

the pr;j.no,ipt\l..paten~e t¥ roll f9l;\,Saigon~ Itupplement~rolls 

are prepa~deach m9nt\'!. ",These~upplemf;lnt!lry, roll~arf;l,for 

busfll$ssmep, ,11lIo).vingViet-Nam anA,for new)uljl1nesses •. , :rhlllre 

are approxima~~l,y l~OOp 1;l1mleS eachmon~h .ani ,the, s,upplelllelftary 

rol;1,.s, so the atm1;lal total fop t.hese, rqles i,6 about ol!J.-half 
"., 'I,' " ' . ' '. 

that 'If, ,the principal roll. 

d '. T~\!I Pfooedl,lre for ,a taxpayer"s:tar:t+ng ane~,bu~ner,ls is 

oumbe;r~C)~ an4 Sl,tpportsthe • \de\'( (jueti.tLed on,othf;lr,gro'Qn~ •• ,' 

as well), th~t, the: ,qenerl:1l J;li~ctoratll(9f?1,a.;atip1.1 sho"lld " 

collec,t its., Pl'in ,aeeesl\lIIlInts. ' The. taJtpa;yer )ll1l.stfiret,01,' call ,:;':' 
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followed in turn for the other three areas of Saigon. The

General Treasury receives the last quarter of the principal

roll about September 15.

Taxpayers appearing on the roll which is forwarded for

IBM processing are listed by street and consecutive street

address. The principal roll prepared by the IBM equipment

for collection purposes also follows this listing, but in

addition, a second roll is prepared classifying taxpayers

by type of business. This second roll is prepared for

statistical purposes, but no use is made of it. Assessments

for each category of business are not assembled because of

a shortage of staff in the patente tax bureau.

In addition to this foregoing procedure which refers to

the principal patente tax roll for Saigon, supplementary rolls

are prepared each month. These supplementary rolls are for

businessmen leaving Viet-Nam and for new businesses. There

are approximately 1,000 names each month on the supplementary

rolls, so the annual total for these roles is about one-half

that of the principal roll.

8 The procedure for a taxpayer starting a new business is

cumbersome and supports the view (justified on other grounds

as well) that the General Directorate of Taxation should

collect its own assessments. The taxpayer must first of all
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a declaration with the General Directorate of Taxati~n, and 

is given a tax assessment on the basis of this declaration. 

Then the taxpayer takes the assessment to the General 

Treasury for payment !4ld returns to the tax office for his 

patente or busines~ liuense. Alternatively, the taxpayer may 

delay his payment and the receipt of the patente until his 

name appears on the supplementar; roll and he is advised 

that the tax is due by the General Treasury. 

The use of IBM equipnent for the processing of the tax 

rolls was instituted in 1957 and has been continued with the 

1958 ~~d 1959 tax rolls. Processing has been undertaken by 

the Saigon branch of IBM France, but in 1960 it will be 

assumed by the General Directorate uf the Budget. In adJition 

s to p~paration vf the tax roll. IBM equipment has been used 

to prepare a file of IBM cards, which lists taxpayers alpha­

betically by name. These cards are helpful as a cross­

reference with the roll, which is prepared by street and 

street number. 

Article 4S of the FiSCal Code requires the Prefecture 

of Saigon-Cholon and various departments of the central 

government tv forward information to the Patente Tax Bureau 

which would provide helpful inftrmation for the assessment 

uf the patente tax. This information often is not made 

available. For example, the Prefecture vf Saigon-Cholon 
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adeclarationwiththeGeneralDirectorateofTaxation,and

isgivenataxassessmentonthebasisofthisdeclaration.

ThenthetaxpayertakestheassessmenttotheGeneral

Treasuryforpaymentandreturnstothetaxofficeforhis

patenteorbusinesslicense.Alternatively,thetaxpayermay

delayhispaymentandthereceiptofthepatenteuntilhis

nameappearsonthesupplementaryrollandheisadvised

thatthetaxisduebytheGeneralTreasury.

TheuseofIBMequipmentfortheprocessingofthetax

rollswasinstitutedin1957andhasbeencontinuedwiththe

1958and1959taxrolls.Processinghasbeenundertakenby

theSaigonbranchofIBMFrance,butin1960itwillbe

assumedbytheGeneralDirectorateoftheBudget.Inaddition

topreparationofthetaxroll,IBMequipmenthasbeenused

toprepareafileofIBMcards,whichliststaxpayersalpha-

beticallybyname.Thesecardsarehelpfulasacross-

referencewiththeroll,whichispreparedbystreetand

streetnumber.

Article48oftheFiscalCoderequiresthePrefecture

ofSaigon-Cholonandvariousdepartmentsofthecentral

governmenttoforwardinformationtothePatenteTaxBureau

whichwouldprovidehelpfulinfrmationfortheassessment

ofthepatentetax.Thisinformationoftenisnotmade

available.Forexample,thePrefectureofSaigon-Cholon



does not forward infonnat:lonon residenoe' deolarations of 

foreigners, operators of trensportation facilities, or the 

o}nning and olosing of conunercial establishments. i~o infor­

mation rrom-:e~tral government departments is received on 

the diss.olution of corporations or the institution of new 

3. Assessment!:nS Collection Procedures !l:: ~ Village Level, 

There are two alternative ways of assessing anu colleot­

ing village patente taxes. ~his laok of uniformity pre­

vents the development of adequate. statistics on village 

.p~tente tax assessments and oollections •. 

V:Ulages following the first procedure develop a general 

. or nominative roll, which . .lists each taxpa;rer by name, type 
. . 

of business, address, and· amount of tax for the central govern-

ment, the province, village, and chamber of commeroe. Three 

oopies of this general roll are prepared at the. village level 

and are forwarded to the offioe of the General Directorate 
, 

of Taxation located in the principal town of the province. 

This office, in turn, forwards ths three copies of the 

general roll for approval to the Director ofDire~t Taxes 

.. in Saigon. After approval, one Copy of the roll is retained 
. .' ; . 

by the Director of Direot Taxes, one copy is forwarded to 

the General Treasury for oolleotion, while the third copy is 

returned to the village. 
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does not forward information on residence declarations of

foreigners, operators of transportation facilities, or the

opening and closing of commercial establishments. No infor-

mation from central government departments is received on

the dissolution of corporations or the institution of new

businesses.

3. Assessment and Collection Procedures at the Village Level

There are two alternative ways of assessing and collect-

ing village patente taxes. This lack of uniformity pre-

vents the development of adequate statistics on village

patente tax assessments and collections.

Villages following the first procedure develop a general

or nominative roll, which lists each taxpayer by name, type

of business, address, and amount of tax for the central govern-

ment, the province, village, and chamber of commerce. Three

copies of this general roll are prepared at the village level

and are forwarded to the office of the General Directorate

of Taxation located in the principal town of the province.

This office, in turn, forwards the three copies of the

general roll for approval to the Director of Direct Taxes

in Saigon. After approval, one copy of the roll is retained

by the Director of Direct Taxes, one copy is forwarded to

the General Treasury for collection, while the third copy is

returned to the village.
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In principle, the General Treasury ha.s the responsibility 

to collect the patents tax, but in practice this responsi­

bility 10 assumed by village authorities. After the villages 

collect the tax, p~ents are fo~&rded to the provincial 

offices of the General Treasury. These offices, in turn, 

reimburse the villages for their share of the pa.tente tax. 

However, because the head office of the General Treasu~ in 

.. Saigon does not make these reimbursements to the villages, 

no statistics on these refunds are available in Saigon •. Thus, 

there is no information available vn village patente tax 

I.ollectlons. 

1 In addition to the general or nominative roll, a re­

capitulative ro.ll is prepared by the offices of the General . . 

rn- Directorate of Tax:ation locatnd in the principal towns. This 

recapitulaUve roll is a summa.ry statement for each village 

1 in the province; that is, it lists villages instead of tax­

payers. 

The recap1tulative roll is also forwarded for approval 

to the Director of Direct Ta:(Ces in Saigon, and is theH given 

to the General Treasury and .the villages. The purp0se of the 

recapitulative roll is to inform the General Treasury and 

the villages about the total amount of patente tax which 

has been a.pproved for collection. 
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Inprinciple,theGeneralTreasuryhastheresponsibility

tocollectthepatentetax,butinpracticethisresponsi-

bilityisassumedbyvillageauthorities.Afterthevillages

collectthetax,paymentsareforwardedtotheprovincial

officesoftheGeneralTreasury.Theseoffices,inturn,

reimbursethevillagesfortheirshareofthepatentetax.

However,becausetheheadofficeoftheGeneralTreasuryin

Saigondoesnotmakethesereimbursementstothevillages,

nostatisticsontheserefundsareavailableinSaigon.Thus,

thereisnoinformationavailableonvillagepatentetax

collections.

Inadditiontothegeneralornominativeroll,are-

capitulativerollispreparedbytheofficesoftheGeneral

DirectorateofTaxationlocatedintheprincipaltowns.This

recapitulativerollisasummarystatementforeachvillage

intheprovince;thatis,itlistsvillagesinsteadoftax-

payers.

Therecapitulativerollisalsoforwardedforapproval

totheDirectorofDirectTaxesinSaigon,andistheirgiven

totheGeneralTreasuryandthevillages.Thepurposeofthe

recapitulativerollistoinformtheGeneralTreasuryand

thevillagesaboutthetotalamountofpatentetaxwhich

hasbeenapprovedforcollection.
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The seoond prooedure which may be followed by the villages 

results in even less statistics being available on patente 

tax assessments and collections. In this case, two general 
, ' 

or nominative rolls are prepared, one for the share of the 

tax reoeived by the central government, the province, and 

the ,chamber of conunerce, arid the other for the share of 

the tax reoeived by the'Village. The fii-at' roll follows 

the same procedure outi'inedabove, While the village roll , 

is forwarded 'to the province chief for approval and then 

returned to thEi village for collection. In this, case, only 

the provincial authorities have information on assessments 

and oollections of the patent'e tax for the use 'of the villages. 

In summary, these two procedures mean that '!';illage 

patente tax assessments are a:lraila.ble only' for those villages 

following the first procedure, while collection statistics 

are not available for villages following either the first 

or second prooedures. 

4. Operation g£ the Patente ~ Review Clonnnittee!Us'~gon 

An eXli.miriation ofrthe work of the patentetax review 

connnittee 'i!tSaigon wastiridertaken in order to inquire int..> 
, \ 

the effectivehess dt thi~ group with ~espect t~ improving 

assessmentP:rdbedures.:It willbef~i6i:lJ.led that Saigonls 

divided into four areas, and each 'ar~~ 'is assessed in 
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The second procedure which may be followed by the villages

results in even less statistics being available on patente

tax assessments and collections. In this case, two general

or nominative rolls are prepared, one for the share of the

tax received by the central government, the province, and

the chamber of commerce, and the other for the share of

the tax received by the village. The first roll follows

the same procedure outlined above, while the village roll

is forwarded to the province chief for approval and then

returned to the village for collection. In this case, only

the provincial authorities have information on assessments

and collections of the patente tax for the use of the villages.

In summary, these two procedures mean that village

patente tax assessments are available only for those villages

following the first procedure, while collection statistics

are not available for villages following either the first

or second procedures.

4. Operation of the Patente Tax Review Committee in Saigon

An examination of the work of the patente tax review

committee in Saigon was undertaken in order to inquire into

the effectiveness of this group with respect to improving

assessment procedures. It will be refalled that Saigon is

divided into four areas, and each area is assessed in
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.ages 

~s. 

rotation. For the purpose of studying the review committee's 

work~ all 1959 a~sessments (with the exception of importers) 

were surveyed in the first area or f,irst quarter QfSaigon. 

This.first quarter in Saigon has only 2,918 patente 

tax assessments out of a principal patente tax roll for the 

city which contains aQout 25,000 assessments, but the area 

inCludes the principal commercial district of Saigon. Out 

of these 2,918 assessments, 2,703 cases were left unchanged 

by the assessment officers a.nd so were taxed at the same 

amount in 1959 as in 1958. The remaining 215 cases were 

presented to the patente tax review committee. This committee, 

in turn, changed the assessments of only 12 out of the 215 

cases ;"rought tv its attention. Out of these 12 assessments, 

twu assessments were increased over the previous year while 

ten were decreased. The two increases were made because of 

higher rental values, while the ten decreases in assessments 

were justified by the committee on the grounds that business 

conditions had deteriorated. 

Establishing assessment values to these committee changes 

results in the detem.ina.tion that the work of the review 

committee amounted to an increase vf assessments of l,6OJ$VN 

for two cases and a .decreaseof assessments of 14,24J$VN for 

ten casesl The net result was that total patente tax assess­
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rotation.Forthepurposeofstudyingthereviewcommittee's

work,all1959assessments(withtheexceptionofimporters)

weresurveyedinthefirstareaorfirstquarterofSaigon.

ThisfirstquarterinSaigonhasonly2,918patente

taxassessmentsoutofaprincipalpatentetaxrollforthe

citywhichcontainsabout25,000assessments,butthearea

includestheprincipalcommercialdistrictofSaigon.Out

ofthese2,918assessments,2,703caseswereleftunchanged

bytheassessmentofficersandsoweretaxedatthesame

amountin1959asin1958.Theremaining215caseswere

presentedtothepatentetaxreviewcommittee.Thiscommittee,

inturn,changedtheassessmentsofonly12outofthe215

casesbroughttoitsattention.Outofthese12assessments,

twassessmentswereincreasedoverthepreviousyearwhile

tenweredecreased.Thetwoincreasesweremadebecauseof

higherrentalvalues,whilethetendecreasesinassessments

werejustifiedbythecommitteeonthegroundsthatbusiness

conditionshaddeteriorated.

Establishingassessmentvaluestothesecommitteechanges

resultsinthedeterminationthattheworkofthereview

committeeamountedtoanincreaseofassessmentsof1,600$VN

fortwocasesandadecreaseofassessmentsof14,240$VNfor

tencases,Thenetresultwasthattotalpatentetaxassess-
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menta for the first quarter of Saigon decreased from 

3,708,41OtVN in 1958 to 3,695,76O$VN in 1959.' 

Certainly, this means that a great deal of effort has 

been expended with very minimum results. In fact, if only 

12 assessments out of 2,918 are to be changed, and if the 

net result of these changes is only- to affect the previous 

year's total assessment of 3,708,40O$VN by 12,64O$VN, one 

cannot help but conclude that a rather minimum accomplishment 

has been made. 

Is the patentetax bureau or the' committee ~esponsible 

for this minimum effort? Previous mention has been made that 

the bureau brought 215 cases to the attention of the committee. 

When the Chief of the Bureau was' aSked directly if he would 

have altered more than 12 assessments in the absence of a 

committee, he replied in the negative. He indicated that 

his association with businessmen had convinced'him that 

business conditions in 1959 were generally poor, and for 

this reason assessments in general should be retained at 

the same level in 1959 as in 1958. As Chief of the Bureau, 

his own recommendation to the committee was to alter only 

12 assessments, but he brought 215 cases to the attention 

of the committee because these were particularly large 

assessments and he felt that they should be reviewed," 
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Several important implications follow from this study 

of the review committee's operations: (1) There is, appar­

ently, a tendency for the committee to accept the recommenda­

tions of the Chief of the Patente Tax Bureau. This raisss 

the issue of whether the committee is vestigal in practice. 

(2) It would seem more appropriate for the committee to 

serve in a review capacity after the assessments have been 

made known to the public; i.e. tc review taxpayer complaints.t 

(3) There appears to be very little attempt by the Patente 

Tax Bureau to alter assessments selectively. Rather, a judge­

ment is made whether assessments should be changed in general. 

IS. 	 (4) If it is impossible in practice to change assessments 

selectively, and if the level of assessments is to be deter­

mined on the basis of business conditions, it would be'rnore 

appropriate for the assessment policy to be detemdned by 

the Minister of Finance or the General Director of Taxation 

than by the Chief of the Patente Tax Bureau. 

5. Assessment and Collection Statistics 

Assessment and collection statistics for the pate~te 

tax vary from nearly complete to unobtainable, depending 

on the level of government for which data are required. The 

availability of statistics may be summarized as follows: 

(1) Central Government: 	 The patente tax became a 
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source of revenue for the central government on January 1, 

1956, Before this date, the tax was a source of revenue for 

the two regional governments in South and Central Viet-Nan:. 

Assessment data for 1954 and 1955 are available for both 

South and Central Viet-Nam, but collection data for these 

two years are available only for South Viet-Nam. Assessment 

data for the central government are complete for 1956 to 

1958, but collection statistics ha.ve two shortcomings: 

(a) The collection statistics for any one year refer only 

to collections made from the assessments of the same year and 

not to collections made on previous year's assessments. Data 

on th~se delinquent collections are not available. (b) Data 

on collections for 1958 are available only up to December 31, 

1958 and not for tha end of the financial y~~r on ¥$y 31, 1959. 

(2) Provincial Governments: There is no organized system 

of collecting provincial statistics with the result that 

the data in this report are original, Statistics were 

developed only for 1957 because 35 provincial budgets had 

to be ex~ined. Financial year 1957 was chosen in order to 

provide a comparison with data previously developed for the 

property tax report. 

(3) Urban Governments: Statistics have been developed 

only for Saigon and Cholon. Data for Dalat, Da-Nang, and Hue 
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are obtainable only through correspondence and this wae con­

sidered. to be too time-consuming. 

(4) Village Governments: Assessment and collection 

statistics are available only for some villages and to ob­

tainthe inio:rrnation would require the examination of at 

least 1,600 tax rolls. Availability of time and research 

sta~f precluded this undertaking, e~pecially in view of the 

fact that theetatistics would be incomplete. 

(5) . Ohamber of Oommerce: No separate record is kept 

d of assessments and collections for the varioue chambers of 

a. cOllll!lerce, but the totals fur Viet-Nam are easily determined 

as 2 1/2 per cent of central government assessments and collec­

• tions. Similarly, there is na complete record of the 15 per 

59. cent tax on the Ohinese community. St~tistics far this tax. 

tem are available for Oholon, however, and the vast majority of 

the Chinese in Viet-Nam live in Cholon. 

Table 1 presents patente tax assessments and collections 

for South Viet-Nam and the central government for financial 

years 1954 to 1958. In the Vietnamese system of classifying 

taxes, the central goverrnnent has three "diz:ect" taxes -

the income, property, and patente taxes, As a source of 

revenue for the central govenrunent, the patente is of secondary 

~ importance to the income tax. During financial year 1957, 

~ 
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the last year for which statistics are complete, income tax 

assessments were 764 million $VN, while patente and property 

tax assessments were 120 million $VN and 98 million $VN 

respectively. Patente tax assessments for the central govern­

ment in financial year 1957 represented 1.4 per cent of total 

central government tax assessments as compared to 9.4 per 

cent for the income tax and 1.2 per cent for the property tax. 

Table 1 indicates that the percentage of collections to 

assessments for the patente is approximately 80 per cent, 

but this figure does not reflect the collection effort 

accurately. All collection 'statistics in Table 1 refer 

only to collections made during the corresponding assess­

ment period; i.e., collections shown in 1954 refer to those 

made from 1954 assessments. In addition to these collections, 

there will be additional receipts made from 1954 assessments 

in years following 1954. Statistics on these additional 

collections are not available in the General Directorate of 

Taxation, but they Were assembled for Cholon for presentation 

in this report in order to obtain an indication of the over­

all collection effort. The statistics for Cholon are pre­

sented in a following section. 

Table 2 presents a summary of provincial tax statistics 

for financial year 1957, which was developed from primary 
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Table 1 

Patente Tax Assessments and Collections 
for South Viet-Nam and the Central Government, 

Financial Years 1954 to 1958 

Percentage of 
Financial Assessments(l) Collections (2 ) Collections 

Years ($VN) ($VN) to Assessments 

1954 63,550,677 38,267,808 60.2 

1955 59,737,295 47,555,114 79.6 

1956 104,699,409 85,604,092 8L8 

1957 ll9,747,068 93,215,459 77.8 

1958 113,089,740 65,279,952(3) 57.7 

(1) Assessment and 	collection data appearing in the Table refer 
to the Regional Government of South Viet-Nan for 1954 and 
1955 and to the Central Government in 1956, 1957, and 1958. 
Assessments for the Regional Government of Center Viet-Nam 
were 9,952,228$VN in 1954 and lO,762,588$VN in 1955. 

(2) 	All collection statistics refer to collections made during 
the corresponding assessment period; i.e., the collections 
shown in 1954 refer to collections made from 1954 
assessments. In addition to these collections, there will 
be additional collections made from 1954 assessments in 
years following 1954. Statistics on these additional 
collections are not available. 

(3) 	Collection statistics for 1958 are available only up to 
December 31, 1958. . 

Source: General Directorate of Taxation. 
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data for this report. The data were compiled from sta­

tistics in each provincial budget, and were assembled 

for financial year 1957 in order that they would be compar­

able with statistics previously assembled for the property 

tax. 

The patente is a minor source of prOVincial tax collec­

tions. One reason for this is that the greater share of 

patente tax revenue goes to the central. government. Re­

lating information in Tables 1 and 2, it may be detennined 

that patente tax collectiops at the provincial level in 

1957 amounted to only 27.6 per cent of central government 

patente tax collections for the same year. The patente 

accounted for only 5.45 per cent of total provincial tax 

revenues in 1957. By comparison, previous research in 

the property tax report indicates that the property tax 

accounted for 6.6 per cent of total provincial tax revenue 

in 1957. 

Patente tax assessments and collections for Saigon are 

assembled in Table 3. Total assessments show improvement 

from 1954 to 1955 as a result of the return to civil order 

in the city, but assessments have leveled off from 1956 to 

1958. Patente tax assessments in Saigon during financial 

year 1957 represent 62.7 per cent of patente tax assessments 

-38-

data for this report. The data were compiled from sta­

tistics in each provincial budget, and were assembled 

for financial year 1957 in order that they would be compar­

able with statistics previously assembled for the property 

tax. 

The patente is a minor source of provincial tax collec­

tions. One reason for this is that the greater share of 

patente tax revenue goes to the central, government. Re­

lating information in Tables 1 and 2, it may be determined 

that patente tax collections at the provincial level in 

1957 amounted to only 27.6 per cent of central government 

patente tax collections for the same year. The patente 

accounted for only 5.45 per cent of total provincial tax 

revenues in 1957. By comparison, previous research in 

the property tax report indicates that the property tax 

accounted for 6,6 per cent of total provincial tax revenue 

in 1957. 

Patente tax assessments and collections for Saigon are 

assembled in Table 3. Total assessments show improvement 

from 1954 to 1955 as a result of the return to civil order 

in the city, but assessments have leveled off from 1956 to 

1958. Patente tax assessments in Saigon during financial 

year 1957 represent 62.7 per cent of patente tax assessments 

-38-

data for this report. The data were compiled from sta­

tistics in each provincial budget, and were assembled 

for financial year 1957 in order that they would be compar­

able with statistics previously assembled for the property 

tax. 

The patente is a minor source of provincial tax collec­

tions. One reason for this is that the greater share of 

patente tax revenue goes to the central, government. Re­

lating information in Tables 1 and 2, it may be determined 

that patente tax collections at the provincial level in 

1957 amounted to only 27.6 per cent of central government 

patente tax collections for the same year. The patente 

accounted for only 5.45 per cent of total provincial tax 

revenues in 1957. By comparison, previous research in 

the property tax report indicates that the property tax 

accounted for 6,6 per cent of total provincial tax revenue 

in 1957. 

Patente tax assessments and collections for Saigon are 

assembled in Table 3. Total assessments show improvement 

from 1954 to 1955 as a result of the return to civil order 

in the city, but assessments have leveled off from 1956 to 

1958. Patente tax assessments in Saigon during financial 

year 1957 represent 62.7 per cent of patente tax assessments 

-38-

dataforthisreport.Thedatawerecompiledfromsta-

tisticsineachprovincialbudget,andwereassembled

forfinancialyear1957inorderthattheywouldbecompar-

ablewithstatisticspreviouslyassembledfortheproperty

tax.

Thepatenteisaminorsourceofprovincialtaxcollec-

tions.Onereasonforthisisthatthegreatershareof

patentetaxrevenuegoestothecentral.government.Re-

latinginformationinTables1and2,itmaybedetermined

thatpatentetaxcollectionsattheprovinciallevelin

1957amountedtoonly27.6percentofcentralgovernment

patentetaxcollectionsforthesameyear.Thepatente

accountedforonly5.45percentoftotalprovincialtax

revenuesin1957.Bycomparison,previousresearchin

thepropertytaxreportindicatesthatthepropertytax

accountedfor6.6percentoftotalprovincialtaxrevenue

in1957.

PatentetaxassessmentsandcollectionsforSaigonare

assembledinTable3.Totalassessmentsshowimprovement

from1954to1955asaresultofthereturntocivilorder

inthecity,butassessmentshaveleveledofffrom1956to

1958.PatentetaxassessmentsinSaigonduringfinancial

year1957represent62.7percentofpatentetaxassessments



-39­

for the central. government during the same year. Despite 

this, however, the patente is not a strategic source of 

revenue for Saigon. Assuming that patente tax assessments 

in Saigon for financial. year 1958 will be approxima.tely 

75 million $VN, this amount represents only about 11 per 

cent of the city's total estimated budget receipts of 

685 million $VN. By comparison, estimated Saigon assess­

ments for the property tax in 1958 are 100 million $VN, 

which amounts to about 14 per cent of the city's budget. 

Cholon has been used as a case study in this report 

in order to inquire into same of the assessment and 

collection problems underlying the statistics. Patente 

tax assessments and collections in Cholon are assembled 

in Table 4. This Table shows a dramatic increase in assess­

ments from 1954 to 1956 and then a slight decrease in 1957 

and again in 1958. The rise in assessments in 1955 and 

1956 is attributable to a return of order and security in 

the city, while assessment officers attribute the weakness 

in assessments in 1957 and 1958 to deteriorating business 

conditions, particularly to a decrease in import licensing. 

It is interesting to note, however, that estimates for the 

gross national product in Viet-Nam indicate a rise from 

64,264 billion $VN in 1955 to 69,419 billion $VN in 1956, 
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Table 2 

Provincial Tax Statistics for All Provinces 
Financial Year 1957 

Category 

(1) Total assessments for all taxes 

(2) Total subsidies fram central government 

(3) Total assessments for all taxes 
plus subsidies 

(4) Total collections for all taxes 

(5) Total collections for all taxes 
plus subsidies 

(6) Estimated receipts for patente tax 

(7) Patente tax assessments 

(8) Patente tax collections 

(9) Percentage of patente tax collections 
to assessments 

(10) Percentage of all other tax collections 
to assessments 

(11) Percentage of patente tax collections 
to all tax collections 

(12) Percentage of patente tax collections 
to all tax collections 
plus subsidies 

Source: General Directorate of the Treasury. 

Amount 

f:J:)7> 112 , 536$VN 

1,129,500,000$VN 

1,736,612, 536$VN 

471,3$4,613$VN 

1,600, 884, 613$VN 

25,702,150$VN 

33, 862, 762$VN 

25, 684, 476$VN 

75.8 per cent 

79.5 per cent 

5.45 per cent 

1. f:J:) per cent 
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Table2

ProvincialTaxStatisticsforAllProvinces
FinancialYear1957

CategoryAmount

(1)Totalassessmentsforalltaxes607,112,536$VN

(2)Totalsubsidiesfromcentralgovernment1,129,500,000$VN

(3)Totalassessmentsforalltaxes1,736,612,536$VN
plussubsidies

(4)Totalcollectionsforalltaxes471,384,613$VN

(5)Totalcollectionsforalltaxes1,600,884,613$VN
plussubsidies

(6)Estimatedreceiptsforpatentetax25,702,150$VN

(7)Patentetaxassessments33,862,762$VN

(8)Patentetaxcollections25,684,476$VN

(9)Percentageofpatentetaxcollections75.8percent
toassessments

(10)Percentageofallothertaxcollections79.5percent
toassessments

(11)Percentageofpatentetaxcollections5.45percent
toalltaxcollections

(12)Percentageofpatentetaxcollections1.60percent
toalltaxcollections
plussubsidies

Source:GeneralDirectorateoftheTreasury.
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Table 3 

Patente Tax Assessments and Collections in Saigon
Financial Years 1954 to 1958(1) , 

Percentage 

Financial Total Central Gov't. Prefectural . Chamber of Chinese Total 

of Total 

Years Assessments Collections Collections C~~erce Community Collections 

Collections

Collections Collections to

($VN) ($VN) ($VN) ($VN) ($VN) ($VN) Assessments 

1954 111,C25,526 20,002,095 40,004,191 499,214 7/6,189 60,781,689 54.7 

1955 144,;62,875 20,653,870 41,307,740 587,462 383,230 62,942,302 43.4 

1956 152,885,667 36,467,043 72,934,086 901,266 820,431 111,122,826 72.1 t
I 

1957 156,~63,697 37,824,314 75,648,628 841,797 729,418 115,044,157 73.5 

1958 155,J.n,806 36,720,906 73,441,812 918,022 291,410 111,372,150 72.2 

(1.) All collection statistics refer to collections made from assessments of the tnrrespondingfinancial yORr and not to collections made from assessments of prior years. 

Source; General Directorate of Taxation. 
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then a slight drop to 69,200 billion $VN in 1957, followed by 

an increase to 69,700 billion $VN in 1958. 

As shown in Ta.ble 4, patente tax collections made from 

assessments of the corresponding year are wi thin the range of 

80 to 84 per cent of assessments. This means, for example, 

that 82 per cent of ill patente tax assessments made during 

financial year 1954 in Cholon was collected during this same 

financial year. In general, information on the amount of 

collections 'Which may be expected in subsequent years from an 

uncollected balance is verlf difficult to obtain in Viet-Nam. 

Fortunately, however, the Cholon office of the General Direc­

torate of the Treasury maintains records 'on these delinquent 

collections. These records are assembled in Table 6, and 

they are of some importance as an indication of what may be 

expected in other areas of Viet-Nam with respect to the 

Collection of delinquent patente taxes. Table 5 indicates 

that the percentage of current and delinquent collections to 

assessments was 94.6 per cent in 1954, which means that collec­

tion activities in 1954 and in all subsequent years resulted 

in the collection of 94.6 per cent of 1954 assessments. There­

fore, extrapolating from the Cholon experience, it is possible 

that subsequent collection activity in later years can be 

expected to raise the collection score by about 15 per cent, 
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or from about 82 per cent to s,bout 95 per cent. 
r 

The principal reason why only about 82 per cent of 

assessments is collected during any financial year is delay 

on the part of the General Directorate of Ta.xation in forward­

ing tax rvlls to the General Treasur.Y. The assessment period 

is 17 months - from January 1 of one year to May 31 of the 

following year. Invariably, however, tax rolls are received 

by the General Treasury in November or December of the financial 

year, with the result that only about six months (until May 31) 

are available to make collections. 'ltax rolls were received 

in the Cholon vffice of the General Treasury on the following 

dates for the past five years: December 12, 1954; December 9, 

1955; November 24, 1956; November 8, 1957; and November 7, 1958. 

Several uther reasons contribute to the delinquency 

problem both with respect to the sl~wness in making current 

cullections and inability to collect the tax in subsequent 

years 1 (1) For sHlr3.l1 businessmen with only a capital of 

about 1,OOO$VN, a tax payment of 200$VN is a heavy burden tv 
:­

pay in a lump sum. Installment payment would alleviate this 

problem. (2) When collections are delayed, some businessmen 
:-

are either ba.nkrupt by the time collection is attempted or 

they have left Cholon. (3) Some of the business addresses 

received from the General Directorate u! Taxation are in 
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Table 4 

Patente Tax Asses~ents and Current C011ect)ons 
in Cho1on, Financial Years 1954 to 1958(1 " 

Vietnamese 

Financial 
Years 

Total 
Assessments 

Central Gvl t. 
Collections 

Prefectural 
Collections 

Chamber of 
Commerce 

Collections 

Chinese 
COl1lIJl.unity 

Collections 
Total 

Collections 

($VN) ($VN) ($VN) ($VN) ($VN) ($VN) 

----- ._----­

1954 38,887,435 10,142,745 20,.285,490 308,908 1,220,155 31,957,298 

1955 50,802,102 13,626,437 27,252,874 403,308 1,617,220 42,899,839 

1956 78,380,668 20,442,279 40,884,559 623,754 2,460,599 64,4ll,191 

1957 77,974,439 20,419,618 40,839,236 619,554 2,339,102 64,217,510 

1958 74,721,448 19,605,033 39,210,066 598,186 1,008,404 60,421,689 

Percentage 
of 1I'ota1 

Cbllections 
to 

ASBe ssment s 

82.1 

84.4 

82.1 

82.3 

I 

t 
I 

80.9 

(1) 	All collection statictics refer to collections made from assessments of the co'rresponcliJJg 
financial ;year and not to collections made fran assessments of prior ;years. 

Sou~: Cho1on Office of the ~ Directorate of the Treasury. 
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Table 5 

Current and Delinquent Patente 

Tax Collections for CholO:l, Financial 

Years 1954 to 1958 

Percentage of Total Current 
Current Current Delinquent Plus 

Asses6Il!ents Collections Co.blections to Collections Delinquent 
($'IN) ($'IN) Assessments ' ($VNL. Cc:llell1:;ions· 

38,887,435 31,957,298 82.1 4,723,6(£ 36,6ec,958 
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78,380,668 64,411,191 82.1 8,128,163 72,539,354 

77,974,439 64,235,501 82.4 5,556,01.0 69,791,511 

74,721,448 60,421,689 80.9 60,421,689 

.. 

Cholan Office of the General Directorate of the Treasury. 
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Source: Cholon Office of the General Directorate of the Treasury. 
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error. (4) reluctant to pay the tax becauseTaxpayers are , 

they believe the increases in ass~ssments are arbitrary. 

Several factors also contribute to make prosecution for 

nonpayment of the patente tax diff!cult. Auction proceedings 

are initiated to reCover the tax in about 10 instances each 

year, but even wnen this action 1$ 
! 

resorted to, only part of 

the tax is recovered. No caSeS are brought to court on the 

grounds that the tax payments are not high enough to justify 

the difficulties involved", ProsElcution is als..> inhibited by 

limited staff. In the Cholon office of the General Directorate 

of the Treasury, there are only 19 staff members available for 

the collection of all central government direct taxes as well 

as all prefectural taxes~ Only four persons are available for 

fjeld work. 

Government suppliers and contractors pose a particular 

collection problem because of their importance as a source of 

revenue. Tw,", examples will illustrate the types of evasion 

which are practiced by these taxp~ers;: (1) A payment to a 

government supplier will be processed by the General Treasury 

and then a patente tax assessment will follO'q based on the 

information supplied by the General Treasury to the Patente 

Tax Bureau. However, there will be a delay of three to four 

l110nths between the time the payment is made to the !lupplier by 
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error.(4)Taxpayersarereluctanttopaythetaxbecause

theybelievetheincreasesinassessmentsarearbitrary.

Severalfactorsalsocontributetomakeprosecutionfor

nonpaymentofthepatentetaxdifficult.Auctionproceedings

areinitiatedtorecoverthetaxinabout10instanceseach

year,butevenwhenthisactionisresortedto,onlypartof

thetaxisrecovered.Nocasesarebroughttocourtonthe

groundsthatthetaxpaymentsarenothighenoughtojustify

thedifficultiesinvolved.Prosecutionisalsoinhibitedby

limitedstaff.IntheCholonofficeoftheGeneralDirectorate

oftheTreasury,thereareonly19staffmembersavailablefor

thecollectionofallcentralgovernmentdirecttaxesaswell

asallprefecturáltaxes.Onlyfourpersonsareavailablefor

fieldwork.

Governmentsuppliersandcontractorsposeaparticular

collectionproblembecauseoftheirimportanceasasourceof

revenue.Twoexampleswillillustratethetypesofevasion

whicharepracticedbythesetaxpayers::(1)Apaymenttoa

governmentsupplierwillbeprocessedbytheGeneralTreasury

andthenapatentetaxassessmentwillfollowbasedonthe

informationsuppliedbytheGeneralTreasurytothePatente

TaxBureau.However,therewillbeadelayofthreetofour

monthsbetweenthetimethepaymentismadetothesupplierby
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the General Treasury and the subs*quent attempt by the General 

Treasury to make collection of the tax assessment, During 

this period of time, the supplier either cannot be found or 

he cla1ms that he is unable to pay the assessment, Then the 

next time that the supplier wishes to do business with the 

Government, he reappears by representation through a relative; 

say his son or a cousin. 

(2) A government contractor will have a legal address in a 

city like Hue, where a construction project is to be undertaken 

for the Defense Department. The contract for the project may 

be signed in Saigon, however, and also the General Treasury may 

make payment for the project in Saigon. But since assessments 

must be levied in the city of residence of the taxpayer, the 

General Treasury will notify the office of the General Directorate 

of Taxation in Hue for the purpose of processing an assessment, 

Then, by the time that collection is attempted on this assess­

ment, the taxpayer can no longer be found in either Hue or Saigon. 

These examples demonstrate tha.t the lapse of time between 

payment by the Government and then subsequent assessment and 

collection of the patente tax makes it possible for government 

suppliers to become bankrupt or otherwise avoid their. tax 

liabilities. The policy conclusion is obvious: withholding 

of the tax at the time payment is made to the suppliers would 

ensure perfect compliance, 

The other principal policy conclusion which has become 
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apparent is the likelihood that collections would be improved 

if this responsibility were transferred from the General 

Directorate of the Treasury to the General•.Directorate of 

Taxation. This transfer of responsibility would avoid the 

shortcomings of splitting the responsibility for raising 

governmental revenues between two agencies and would accelerate 

the collection process, which is at the root of much of the 

difficulty. 

To con~ude this section on asse~sment and collection 

statistics, the data in Table 6 present the results obtained 

by classifying all patente tax assessments in Viet-Nam and 

Saigon-Gholon by amounts of as~essment and by nationality 

of the taxpayers for both 1956 and 1957. Data in the Table 

without parenthesis refer to 1956, whUe data with parenthesis 

refer to 1957. 

These statistics were assembled from reports which are 

required by the General Directorate of Taxation from each 

province and the Prefecture of Saigcn-Gholon. The data in 

all of these aeparate reports were then compUed into one 

table for presentation in this study. 

Classifying assessments by amounts of assessment has some 

considerable value for tax policy purposes, but a classification 

by nationalities has more relevance fur political science than 
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for taxation. Classification by nationnlities is a carry-over 

from French rule, during which time the French .'ere app&rentJiy 

anxious to know the relative importance of French, Chinere, 

and Vietnamese business interests in Viet-Nam. This nationality 

consciousness was carried to such an extreme degree during French 

rule that a separate patente tax roll was actually prepared for 

each nationality. This latter procedure has now been eliwinated. 

A sununary of the more important conclusions which may be 

derived from Table 6 follows: 

(1) The total number of patente tax assessments in Viet­

Nam rose from 127,659 in 1956 to 134,68, in 1957, but the 

l'lUllIber of assessments for the same two years in Saigon-Gholon 

fell from 41,525 to 39,232. This reduction in Saigon-Cholon 

is said to be attributable to depressed business conditions 

following the withdrawal of the French. 

(2) The vast majority of patente tax payments in Viet­

Nam are vf modest amounts. Only one per cent of all patente 

tax payments in Viet-Nam during 1957 was in excess of 7,OOC$VN, 

while only ,2 per cent of the assessments were in excess vf 

20,OOO$VN. On the other hand, 83 per cent of the assessments 

were below 5OO$VN. 

(3) Most of the larger patente tax assessments in Viet­

Nam are in the Prefecture of Saigon-Gholon. This city had 

-49-

for taxation. Cla.ssification by nationru.ities is a carry-<lver 

from French rule, during which time the Frend! .'ere appa.rentliy 

anxious to know the relative importance of French, Chinere, 

and Vietnamese business interests in Viet-Nam. This nationality 

consciousness was carried to such an extreme degree during French 

rule that a separate patente tax roll was actually prepared for 

each nationality. This latter procedure has now been eliITinated. 

A sUll101ary of the more :important conclusions which may be 

derived from Table 6 follOws: 

(1) The total number of patente tax assessments in Viet­

Nam rose from 127,659 in 1956 to 134,685 in 1957, but the 

nwnber of assessments for the same two years in Saigon-Cho1on 

fell from 41,525 to 39,232. This reduction in Saigon-Cholon 

is said to be attributable to depressed business conditions 

following the withdrawal of the French. 

(2) The vast majority of patente tax payments in Viet­

Nam are vf modest amounts. Only one per cent of all patente 

tax payments in Viet-Nam during 1957 was in axees!! of 7,OOC$VN, 

while only .2 per cent of the assessments were in excess uf 

20,OOO$VN. On the other hand, 83 per cent of the assessments 

were below 500$VN. 

(3) Most of the larger patente tax assessments in Viet­

Nam are in the Prefecture of Saigon-Cholon. This city had 

-49-

for taxation. Cla.ssification by nationru.ities is a carry-<lver 

from French rule, during which time the Frend! .'ere appa.rentliy 

anxious to know the relative importance of French, Chinere, 

and Vietnamese business interests in Viet-Nam. This nationality 

consciousness was carried to such an extreme degree during French 

rule that a separate patente tax roll was actually prepared for 

each nationality. This latter procedure has now been eliITinated. 

A sUll101ary of the more :important conclusions which may be 

derived from Table 6 follOws: 

(1) The total number of patente tax assessments in Viet­

Nam rose from 127,659 in 1956 to 134,685 in 1957, but the 

nwnber of assessments for the same two years in Saigon-Cho1on 

fell from 41,525 to 39,232. This reduction in Saigon-Cholon 

is said to be attributable to depressed business conditions 

following the withdrawal of the French. 

(2) The vast majority of patente tax payments in Viet­

Nam are vf modest amounts. Only one per cent of all patente 

tax payments in Viet-Nam during 1957 was in axees!! of 7,OOC$VN, 

while only .2 per cent of the assessments were in excess uf 

20,OOO$VN. On the other hand, 83 per cent of the assessments 

were below 500$VN. 

(3) Most of the larger patente tax assessments in Viet­

Nam are in the Prefecture of Saigon-Cholon. This city had 

-49-

fortaxation.Classificationbynationalitiesisacarry-over

fromFrenchrule,duringwhichtimetheFrenchwereapparently

anxioustoknowtherelativeimportanceofFrench,Chinere,

andVietnamesebusinessinterestsinViet-Nam.Thisnationality

consciousnesswascarriedtosuchanextremedegreeduringFrench

rulethataseparatepatentetaxrollwasactuallypreparedfor

eachnationality.Thislatterprocedurehasnowbeeneliminated.

Asummaryofthemoreimportantconclusionswhichmaybe

derivedfromTable6follows:

(1)ThetotalnumberofpatentetaxassessmentsinViet-

Namrosefrom127,659in1956to134,685in1957,butthe

numberofassessmentsforthesametwoyearsinSaigon-Cholon

fellfrom41,525to39,232.ThisreductioninSaigon-Cholon

issaidtobeattributabletodepressedbusinessconditions

followingthewithdrawaloftheFrench.

(2)ThevastmajorityofpatentetaxpaymentsinViet-

Namareofmodestamounts.Onlyonepercentofallpatente
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only 29 per cent of all assessments in Viet~lam in 1957, but 

had nearly 80 per cent of all assessments over 25,vOO$VN and 

81 per cent vf all assessments over 8,0J0$VN. There were only 

215 patente tax assessments over 25,OOO$VN in Saigon-Cholon 

in financial year 1957. 

(4) The importance of the Chinese commercial interests 

is shown by.the fact that 24 per cent of all patente tax 

assessments in Viet-Nam were levied on Chinese in 1956 and 17 

per cent in 1957. This decrease is attributable to some 

Chinese adopting Vietnam7se citizenship and others temporarily 

dropping out of business because of depressed business 

conditicns in 1957. The "1'uropean Assessments" categ,;ry is 

nearly all composed of French and indicates a considerable 

increase in number of assessments from 1956 to 1957. This 

increase is not attributable to an increase in business 

activity on the part of French citizens but to a change in the 

patente tax law wi threspect to importers, which required 

several individual patente tax assessments for each import firm 

instead of a single assessment. The "Other Assessments" cate­

gory is mostly composed of Indian and Japanese citizens. 

This category indicates a decrease in number of assessments 

from 1956 to 1957, which is attributable in part to a move~ 

ment of these businessmen to Canibodia in the wake of a simi­

lar movement on the part of the French. 

-5\.1-

only 29 per cent of all assessments in Viet-Nam in 1957, but , 
had nearly 80 per cent of all assessments over 25,vOO$VN and 

81 per cent vf all assessments over 8,OJO$VN. There were only 

215 patente tax assessments over 25,OOO$VN in Saigon-Cholon 

in financial year 1957. 

(4) The importance of the Chinese commercial interests 

is shown by the fact that 24 per cent of all patente tax 

assessments in Viet-Nam were levied on Chinese in 1956 and 17 

per cent in 1957. This decrease is attributable to some 

Chinese adopting Vietnam7se citi~enship and others temporarily 

dropping out of business because of depressed business 

condi tions in 1957. The "I!.'uropean Assessments'" csteg-.>ry is 

nearly all composed of French and indicates a considerable 

increase in number of assessments from 1956 to 1957. This 

increase is not attributable to an increase in business 

activity on the part of French citi~ens but to a change in the 

patente tax law with respect to importers, which required 

several individual pa.tente tax assessments for each import firm 

instead of a single assessment. The "other Assessments" cate-

gory is mostly composed of Indian and Japanese citi~ens. 

This category indicates a decrease in number of aesessmen,ts 

from 1956 to 1957, which is attributable in part to a move-

ment of these businessmen to Cambodia in the wake of a simi-

lar movement on the part of the French. 

-5\.1-

only 29 per cent of all assessments in Viet-Nam in 1957, but , 
had nearly 80 per cent of all assessments over 25,vOO$VN and 

81 per cent vf all assessments over 8,OJO$VN. There were only 

215 patente tax assessments over 25,OOO$VN in Saigon-Cholon 

in financial year 1957. 

(4) The importance of the Chinese commercial interests 

is shown by the fact that 24 per cent of all patente tax 

assessments in Viet-Nam were levied on Chinese in 1956 and 17 

per cent in 1957. This decrease is attributable to some 

Chinese adopting Vietnam7se citi~enship and others temporarily 

dropping out of business because of depressed business 

condi tions in 1957. The "I!.'uropean Assessments'" csteg-.>ry is 

nearly all composed of French and indicates a considerable 

increase in number of assessments from 1956 to 1957. This 

increase is not attributable to an increase in business 

activity on the part of French citi~ens but to a change in the 

patente tax law with respect to importers, which required 

several individual pa.tente tax assessments for each import firm 

instead of a single assessment. The "other Assessments" cate-

gory is mostly composed of Indian and Japanese citi~ens. 

This category indicates a decrease in number of aesessmen,ts 

from 1956 to 1957, which is attributable in part to a move-

ment of these businessmen to Cambodia in the wake of a simi-

lar movement on the part of the French. 

-5u-

only 29 per cent of all assessments in Viet-Nam in 1957, but

had nearly 80 per cent of all assessments over 25,U00$VN and

81 per cent of all assessments over 8,000$VN. There were only

215 patente tax assessments over 25,000$VN in Saigon-Cholon

in financial year 1957.

(4) The importance of the Chinese commercial interests

is shown by the fact that 24 per cent of all patente tax

assessments in Viet-Nam were levied on Chinese in 1956 and 17

per cent in 1957. This decrease is attributable to some

Chinese adopting Vietnamese citizenship and others temporarily

dropping out of business because of depressed business

conditions in 1957. The "European Assessments" category is

nearly all composed of French and indicates a considerable

increase in number of assessments from 1956 to 1957. This

increase is not attributable to an increase in business

activity on the part of French citizens but to a change in the

patente tax law with respect to importers, which required

several individual patente tax assessments for each import firm

instead of a single assessment. The "Other Assessments" cate-

gory is mostly composed of Indian and Japanese citizens.

This category indicates a decrease in number of assessments

from 1956 to 1957, which is attributable in part to a move-

ment of these businessmen to Cambodia in the wake of a simi-

lar movement on the part of the French.



--- -- --

Ta.ble 6 

Distribution of Basic Pa.tente Tax by Amounts of Assessment for 

Viet-Nam and Saigcn-Gho1on, Financial Years 1956 and 19571 


Amount vietnamese Per Chinese Fer European Per Other Per Total Per 
of Assessment Cent Assessment Cent Assessment Cent Assessment Cent Assessment Cent 

Assess- Viet-Nam of Viet-1:4am of Viet-Nam of Viet-Nam of Viet-Nam of 
ment2 Saigon-Gho1on (2) Saigon-Gholon (4) Saigon-Gho1on (6) Saigon-Gho1on (a) Saigon-Gholon 0.0) 
($VN) (Number) (NUIl1ber) to (Number) (Number) to (Number)(Number) to (Num- (Num- to (Number) (Number) to 

(1) (3) (5) ber) ber) (7) 	 (9) 
---.¥,'~--	 --- ---- --- - --~~---~-- -­

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) 
30to 	 57,578 6,382 II 10,633 1,601 15 46 ° 80 37 46 68,337 8,020 12 
160 (63,504) (6,648) (10) (7,160) (1,191) 0-7} (49) _ (2S) (51) ~lQ) (9) (90) (70,72,]) (8,873) (11) 

ISOto 21,802 8,426 38 10,81.2 6,497 60 229 87 38 165 121 73 33,008 15,131 46 
500 (31,1l3)(10,529) (4) (8,431) (4,585) (S4) (134) (74) (55) (41) (34) (83) (39,719) (15,222) (38) 

600to 8,752 4,436 51 6,417 4,961 77 159 67 42 285 224 78 15,613 9,688 62 
1,800 (9,933)(4,145) (41) (5,414) (4,201) (77) (239) (193) (Sly (82) (51) (62) (15,728) (8,728) (55) 

2,orvOto 5,497 4.243 77 2,799 2,374 84 314 246 78 597 267 95 9,207 7,430 Sl 
7,000 (4,312)(2,865) (66) (2,031) (1,718) (84) (478) (427) (89) (276) (242) (78) (7,097) (5,252) (74) 

8,OOOt"o 470 342 73 560 541 97 55 28 50 188 177 94 1,273 1,088 85 
20,000 (641) (470) (73) (192) (180) (94) (255) (236) (92) (58) (56) (95) (1,:).46) (942) (82) 

25, 000 to 65 34 52 20 18 90 29 11 38 107 105 98 221 168 76 
100,000 (92) (60) (65) (19) (8) (42) (154) (142) (92) (7) (5) (71) (272) (215) (79)

---'-- ---- -- -- ---- --	 - - ­
Tot~1il 94.164 23,863 25 31,241 15,992 51 832 439 52 1,422 1,231 86 127,659 41,525 33 

X'lW,M5)(24,717) (22) (23, 247)(1l, 883) (51) (1,309) (1,097) (85) (474) (397) (84) (134,685) 09,232) (29) 
-,~~-,",--------. --_.....­

1 Data without parenthesis refer t~ 1956 and data with parenthesis refer to 1957. 

2 Basic tax rates are not uniformly continuous; i.e., there is no basic tax of 170(i;VN or for 22,ooo:JI;V1J. 


Source: General Directorate of Taxation.-,­
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6. Distribution ££,Patente ~ Assessments Bl Business Activities 

As indicated previously, the patente tax assessment 

rolls in Saigon are prepa.red in the Patente Tax Bureau of 

the General Directorate .of Taxation, and are then forwarded 

to a private firm for IBM processing. ,vlhen these rolls are 

forwarded for IEH processing, the taxpayers are listed 

a.ccording to street and street number •. The final tax roll 

as prepared by the IBM equipment also lists the taxpayers 

according to street and s'treet number, but in addition, a 

second roll is prepared grouping the taxpayers by types of 

business activities. 

This second tax roll has net been utilized in any way 

by the General Directorate of Taxation because of a lack of 

research staff, so an attempt was made to exploit its use­

fulness for the benefit of this report. The roll was pre­

pared by assigning a code numberto each of the 743 business 

activities listed in the Fiscal Code, and then the operators 

of the IBM equipnent grouped each individual patente tax 

assessment under the a.pplicable code numbers. 7 What was 
• 

7There is some doubt as to how accurately this grouping was 
done. The IBM opera,tors were required to assign a code number 
to each asses~ent and their lack of familiarity with the des­
cription for each code undoubtedly resulted in some inaccuracy 
in assigning code numbers to particular assessments. This 
source of error will be removed in financial year 1959, when 
personnel of the Patente Tax Bureau will place code numbers 
beside each assessment before the roll is forwarded for IBM 
processing. 
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done for the purpose of this report was to list eaoh code 

number with its respective total patente tax assessment. 

After this was done, Table 7 was prepared, which lists the 

30 most important patente tax oategories as determined by 

expressing the patents tax assessment for each category as 

a percentage of total patents tax assessments in Saigon 

during financial year 1958. 

These 30 mpst important patente tax categories out of 

a total of 743 categories represent 69.Q per cent of all 

patente tax assessments in Saigon during financial year 1958. 

Within the group of 30 categories, government suppliers and 

impo:!'tsrs are particularly important. Importing a.ctivities 

unquestionably account for the largest single source of 

patents tax assessments, but a prefise determination is not 

possible because several of the categories in Table 7 oombine 

ac~vities involving importing, selling, and manufacturing. 

The best speculation that can be made from the available data 

is that import activi~ accounts for between 25 to 35 per 

cent ~f all patente tax assessments in Saigon. Government 

suppliers follow in second importance with 12.41 per cent. 

'Ideally, the ,information in Table 7 for patente tax 

assessments for particular categories of business activities 

should be related to other indices of the importance of 
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Table 7 


Thirty Most Important Patente Tax 

Categories in Saigon, Financial Year 1958 


Percentage 
of Assess­

Assessment ment to Total 
TyPe of Business ($VN) 

Government suppliers 19,287,267 
Large commercial, manufacturing, 
and 1rr,porting enterprises 13,226,986 
Textile importing 12,605,253 
Automobile importing 6,524,195 
Real estate, finance, and 
commercial banks 5,378,313 
Construction, including impor­
tation of goods 4,096,207.. ., 
Medium-6~ze commercial enterprises 3,911,461 
Haberdashery 
Importation of spare parts for 
machines 
AutomObile agencies 
Jewelry :i,mports and sales 
Importation of scientific 
instrwnents 
Drugstores 
Miscellaneous imports 
The financing of imports 
Chemical imports 
Food imports and exports 
Printing 
Physiciana and surgeons 
Forestry product L~ports 
Grocery stores 
Hotels 
Truck transport 
Tailors 
Importation of'medical supplies 
Small restaurants 
Textile wholesale 
Hovie theaters 
Selling of cement and mineral 
products 
Air transport agencies 

Total 

General Directoraw of Taxation 
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particular industries. All that can be done is to point out a 

few irregularities based more on impression than incontrovertible 

evidence: (1) The patente tax assessment for the single finn 
o.ent 

supplying all water and electric power in Saigon was 404.000$VN 

in 1958. while total patente tax: assesaments for all movie 

theaters wes over three times this amount. (2) Only one 

liberal profession -­ physicians -- is listed among the 30 

most important patente tax categories. (3) Some business 

activities which appear to be important enough to be listed 

among the highest 30 categories are transportation, rice and 

rubber exporters, insurance, and the sale of petroleum products. 

7. Patente ~ Compliance and Enforcement l!! Saigon 

Inquiry wes made of adninistrators as to the compliance 

score of the patente tax in Saigon. Their impression is that 

compliance is virtually complete in the "better" business dis­

tricts, with only an occasional evader. Supporting this belief 

is the evidence that only 30 of the "larger" businesses were 

penalized for evasion in 1959, which may be compared to the total 

number of taxable businesses of about 25,000. It is adnitted 

that there is "more" evasion in slum blocks on the part of 

small businessmen who believe mistskenly that they are exempt. 

One reason why patente tax compliance is believed to be so 

good is the enforcement assistance received from city police. 

-­
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evidence:(1)Thepatentetaxassessmentforthesinglefirm

supplyingallwaterandelectricpowerinSaigonwas404,000$VN

in1958,whiletotalpatentetaxassessmentsforallmovie

theaterswasoverthreetimesthisamount.(2)Onlyone

liberalprofession-physicians-islistedamongthe30

mostimportantpatentetaxcategories.(3)Somebusiness

activitieswhichappeartobeimportantenoughtobelisted

amongthehighest30categoriesaretransportation,riceand

rubberexporters,insurance,andthesaleofpetroleumproducts.

PatenteTaxComplianceandEnforcementinSaigon 7.

Inquirywasmadeofadministratorsastothecompliance

scoreofthepatentetaxinSaigon.Theirimpressionisthat

complianceisvirtuallycompleteinthe"better"businessdis-

tricts,withonlyanoccasionalevader.Supportingthisbelief

istheevidencethatonly30ofthe"larger"businesseswere

penalizedforevasionin1959,whichmaybecomparedtothetotal

numberoftaxablebusinessesofabout25,000.Itisadmitted

thatthereis"more"evasioninslumblocksonthepartof

smallbusinessmenwhobelievemistakenlythattheyareexempt.

Onereasonwhypatentetaxcomplianceisbelievedtobeso

goodistheenforcementassistancereceivedfromcitypolice.
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Table 8 

Summary of Business Surveys to Detennine 
Patente Tax Compliance 

Number of
Number of 	 NumberNumber of 	 1958 Patente 

WithoutType of Business Businesses in 	1958 Patente Certificates 
Certificates Claimed to be Certificatesthe Samples 

on Display lor 	1958"at Home" 

Offices in an 21 20 0 1 
office building 

}larket stalls 30 26 3 	 1 

Taxi cabs 30 26 	 04 

Cyclos with 30 25 5 0 
motors 

Wagons tdth 26 26 0 0 
fixed locations 

Stores in a 13 13 0 0 
good district 

Stores in a 28 26 0 2 
slum 

Totals '178 162 12 	 4 

Number of 
Certificates 
for 1959 as of 
September, 

1959 

14 

30 

26 

';.7 

26 

12 

28 

163 

1.1: 
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Patente Tax Compliance

Number ofNumber of
NumberNumber of 1958 Patente CertificatesNumber of
Without1958 Patente

Type of Business Businesses in for 1959 as ofCertificates
CertificatesCertificates

September,the Samples Claimed to be
for 1958on Display 1959"at Home"

Offices in an 2021 0 1 14
office building

26Market stalls 30 3 1 30

26Taxi cabs 30 264 o

25Cyclos with 30 5 270
motors

2626 26Wagons with oo
fixed locations

13Stores in a 12o13 o
good district

26 28228Stores in a o
slum -- -- -

163162 12178Totals 4
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This assistance results from the fact that the Prefecture of 

Saigon shares patente tax receipts, ,and 'eo has a vested interest 

r of 
lcates 
;9 as of 
liller, 
59 

in high collections. 

Th'se impressions on the part of tax administrators of rela­

tively high patente tax compliance iil. Saigon were tested by a 

series of small samples. 'The resu:l.ts obtained from the surveys 

are l!!UlIIIIl8.rized in Table 8. ' This table shows that 178 businesses 

4 were surveyed and only four certain instances of non-compl.iance 

iO 

:6 

rt 

:6 

were found ' with respect to the 1958 tax. There were an addi­

tional eight cases in which businessmen claimed that the tax 

was paid but that the patente tax certificate was "at home". 

But even if there were 12, instances of non-compliance out of 

178 cases, this level,?f compliance is imneasurably better 

.2 than it is in the cas,: of either, the income or property taxes • 

!l! 

,The survey showed, however, that aB8~ssments and collections are 

~duly delayed, There were 16,3 businesses out of 178,in posses­

,,3 

·8. 

sion of a 1959 patente tax certificate as of September, 1959. 

Survey .2! Selected Business Firms 

The objective of this research was to study patente tax 

assessments for a small group of business firms in ,order to 

inquire into some of the problems involved in making assess­

ments. No attempt was made to obtain a reliable randolll sample, 

because only a small number of firms could be studied, In 

~ 
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Theobjectiveofthisresearchwastostudypatentetax

assessmentsforasmallgroupofbusinessfirmsinorderto

inquireintosomeoftheproblemsinvolvedinmakingassess-

ments.Noattemptwasmadetoobtainareliablerandomsample,

becauseonlyasmallnumberoffirmscouldbestudied.In
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Table 9 

Patente Tax Components fora Sample of Business Firms, 

Type of Business 

Commercial l1ank 

CO!IIllercial bank 

Hotel 

. Jewelry store 

Manufacturer 

Oil distributor 

Travel agency 

Travel agency 

Drug store 

Dentist 

Night club 

Book store 

Night club 

Basic 
Tax 

75,000 

100,000 

48,000 

25,000 

100,000 

100,000 

21,000 

140,000 

10,500 

2,500 

7,000 

9,000 

9,000 

Financial Year 1958 

(All amounts in $VN) 


Chamber of 
Rental Commerce Total Prefecture 
Value and Chinese Central of Saigon 

Tax Community Gov't.Tax Tax 
Taxes . 

45,000 3,000 120,000 240,000 

138,000 41,650(2) 238,000 476,000 

69,000 2,925 117,000 234,000 

7,680 817 32,680 65,360 

62,600 4,065 162,600 325,200 

108,000 5,200 208,000 416,000 

34,272 1,482 59,272 118,544 

63,000 5,075 203,000' 406,000 

1,520 300 12,020 24,040 

660 (1) 3,160 ·6,320 

8,190 380 15,190 30,380 

4,800 345 13,800 27,600 

15,600 4,305(2) 24,600 49,200 

Total Central 
Gov't. , 

Chamber of 
Commerce, and 
Saigon Tax 

363,000 

755,650 

353,925 

98,857 

491,865 

629,200 

179,298 

614,075 

36,360 

9,480 

45',950 

41,745 

78,105 

J 

'" 
0­., 

~ 
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Ta.b1e 9 

Pa.tente Tax Components fora Sample of Business firms, 
Financial Year 1958 
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Table 9

Patente Tax Components for a Sample of Business Firms,
Financial Year 1958
(All amounts in $VN)

Chamber of Total Central
CommerceRental Total Gov't.Prefecture

Basic and ChineseValue Central Chamber ofof SaigonType of Business Tax Tax Community Gov't.Tax Commerce, andTax
Taxes Saigon Tax

Commercial bank 75,000 363,00045,000 120,0003,000 240,000

41,650(2)Commercial bank 476,000100,000 755,650138,000 238,000

69,00048,000Hotel 2,925 117,000 234,000 353,925

7,680 32,680 65,360Jewelry store 25,000 817 98,857

62,600 162,6004,065Manufacturer 491,865100,000 325,200

629,200100,000Oil distributor 416,000108,000 5,200 208,000

25,000Travel agency 34,272 1,482 59,272 118,544 179,298

63,000 614,075406,000Travel agency 5,075140,000 203,000

36,3601,52010,500Drug store 300 24,04012,020

(1)660 3,160 6,3202,500Dentist 9,480

8,190Night club 3807,000 30,38015,190 45,950

27,6004,8009,000Book store 345 13,800 41,745

4,305(2)15,600 24,600Night club 9,000 49,200 78,105
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Table 9 (Cont:lwed) 

Chamber of' Total Central 
Rental. COIJIIIIIroe and Total Pref'ecture Gov't•• Chamber 

Basic Value Chinese Central of' Saigon of' Caomeroe, 
T;ypes of' Business Tax Tax COIlIIIIIJl;J,ty Ta.xee Gov't. Tax Tax and Saigon ~ 

Hotel 23,000 123/176 3,669 146,776 293.552 443,997 

GroclIry store 19.000 14,~ '5,845 (2) 33,400 66,800 106,045 

Printing 74,000 53.760 3,194 127,7f:1) 255.520 386,474 

Physician 5,000 720 (1) 5,720 ll.44O 17,160 

Attorney 10,000 120 (1) 10,120 20,240 30,3f:1) 
I 

Insurance 10,000 lO,618 515 20,618 41,236 62,369 'f '" 

TaUor 1.600 3,000 115 4,000 9,200 13,915 

Mille bar 24,000 16,800 1,020 40,800 81.600 123.420 

FilIIl distributor 1;,000 16.560 782 31,5f:1) 6;.120 ·:,j2.469 

Totals 832,600 798,076 84,691 1,6;0,676 3,261,352 4,976.719 

(1) 	 Liberal prof'essions do not pay the Chamber of' Canmeroe Tax. 
' ­

(2) 	 Chinese businessmen were subject to a 15 per cent Chinese Cammmjty taX in I<i5s. TbiB 
tax _8 eliminated on January 1, 1959. 

Table 9 (Continued) 
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selecting the 22 firms, an attempt was made to choose busi­

nesses which would represent a cross-section'of industry and 

commerce. ,All of the data obtained are presented in five 

tables, and the ensuing text pOints out the implications of 

each table. 

Table 9 shows the various components of the patente tax and 

the distribution of the proceeds. The relative importance of 

the basic tax and the rental value tax vary oonsiderably 

among the several businesses, but the totals for each of the 

two components for the Whole group of finns are nearly equal. 

Three out of the 22 businesses were owned by Chines,e and 

were subject to a 17 1/2 per cent Chinese Community tax in 

1958. This tax was eUminated on January 1, 1959, so hence­

forth businesses operated by Chinese will be assessed the 

nonnal rate of 2 1/2 p~r cent of the central government tax 

for the benefit of the Chamber of Commerce. As indicated 

in Tl'ble 9, the Prefecture of Saigon received 200 per cent of 

each central government patente tax assessment. 

Table 10 presents a more revealing picture of the relative 

importance of the three components comprising total patente tax 

assessments. There is apparently no tendency for either the basic 

tax or the rental value tax to be more important or equally impor­

tant for each firm. For 12 of the firms, the basic tax is more 
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important than the rental value tax, while the converse is 


true for the remaining 10. The extreme limits in the sample 


are an attorney, whose basic tax represents 98.8 per cent of 


his total patente tax assessment, and a hotel, for which the 


rental value tax represents 83.6 per cent of the total 


",patente tax assessment. 

The purpose of Table 11 is to demonstrate how assessments 

have varied over the past four years. Seventeen out of the' 

22 firms were in business during the four years from 1955 to 

1958, and the basic patente tax for each one of these'firms 

was increased over this period of time. The totals for basic 

tax assessments ,for these 17 fii-msover the past four year-s 

were: 1955: 400,900$VN; 1956: 496,60O$VN; 19'57: 593,lOO$VN; 

and 1958: 664,600$VN. From these data, ther-e appears to be 

a steady increase in basic tax assessments over the past four 

years, but the, statistics are misleading. Closer examination 

of Table 11 shows that there was· a general tendency to raise', 

tax uaeasmentsfrom 1956 to 19'57, but the aaninistrative' 

policy apparently was to hold assessments stable from 1957 to 

1958. This is apparent from the fact that one firm -- a 

commercial bank -- accounted for- all of the increase in the 

total of basic tax assessments'from 19'57 to 1958. 

Rental value assessments for the 17 firms in business 
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Table 10 


Relative Imporlance of Patente Tax Components 

for a Sample of &siness Finns, Financial Year 1958 


Percentage of Percentage ofPercentage of Rental Value Chamber ofBasic Tax Tax to Commerce TaxType 	of Business to Total Total Patente to TotalPatente Tax Tax Patente Tax 

Commercial bank 62.0 37.2 .8 
Conmercial bank 40.1 54.7 .8 (1) 
Hotel 40.7 58.5 .8 
Jewelry store 75.8 23.4 .8 
Manufacturer 61.0 38.2 .8 
Oil distributor 47.7 51.5 .8 
Travel agency 41.8 57·4 .8 
Travel agency 68·4 30.8 .8 
Drug store 86.6 12.6 .8 
Dentist 79.1 20.9 (2) 
Night club 45.7 53.5 .8 
Book store 64.7 34.5 .8 
Night club 34.6 60.0 .8 (1) 
Hotel 15·6 83.6 .8 
Grocery store 53.8 40.7 .8 (1) 
Printing 57.5 41·7 .8 
Physicia.n 87.4 12.6 (2~
Attorney 98.8 1.2 (2 
Insurance 48.1· 51.1 .8 
Tailor 34.5 64.7 .8 
Milk bar 58.3 40·9 .8 
Film distributor 47.1 52.1 .8 

(1) 	 Chinese businesanen were subject to an additional 15 per cent 
Chinese Community Tax in 1958. 

(2) 	 Liberal professione do not pay the Chamber of Conmerce tax. 
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during the four years fram 1955 to 1958 were as follows: 

1955: 484,039$VN; .1956: 505,CXXJ$VN; 1957: 524,836$VN; 

and 1958: 646, 536$VN. This rate of increase is less than 

for the basic tax. Moreover, the increase in the rental 

value tax for the 17 firms from 1957 to 1958 is again deceptive 

because it is attributable in its entirety to the increase in 

assessment levied on a commercial bank. 

Only two of the 22 firms in the sample show an increase 

in the rental value tax from 1957 to 1958. According to the 

Fiscal Code, the rental v~lue tax is to be determined on the 

basis of present rental value as determined by leases, com­

parison with other buil·dings, or by direct estimating. This 

procedure breaks down in practice, however, because of the 

existence of key rents. It was determined previously in the 

report on The Taxation of Real Property in Viet-Nam that 

. ~ntal value as a base has been ruined by key rents, because 

this practice results ih widespread and serious underassessment, 

unneutrality of treatment, and the inability to raise rental 

value assessments in general. There is difficulty in raising 

assessments based on rental value because the rise in rents 

generally takes effect through key rents rather than through 

contract rents. These conclusions arrived at in the property 

tax report are also applicable to the portion of the patente 

tax which is based on rental values. 

-63-

during the four years fram 1955 to 1958 were as follows: 

1955: 4S4,039$VN; .1956: 505,CXXJ$VN; 1957: 524, 836$VN; 

and 1958: 646, 536$VN. This rate of increase is less than 

for the basic tax. Moreover, the increase in the rental 

value tax for the 17 firms from 1957 to 1958 is again deceptive 

because it is attributable in its entirety to the increase in 

assessment levied on a commercial bank. 

Only two of the 22 firms in the sample show an increase 

in the rental value tax from 1957 to 1958. According to the 

Fiscal Code, the rental v~lue tax is to be determined on the 

basis of present rental value as determined by leases, com­

parison with other buil·dings, or by direct estimating. This 

procedure breaks down in practice, however, because of the 

existence of key rents. It was determined previously in the 

report on The Taxation of Real Property in Viet-Nam that 

·~ntal value as a base has been ruined by key rents, because 

this practice results ih widespread and serious underassessment, 

unneutrality of treatment, and the inability to raise rental 

value assessments in general. There is difficulty in raising 

assessments based on rental value because the rise in rents 

generally takes effect through key rents rather than through 

contract rents. These conclusions arrived at in the property 

tax report are also applicable to the portion of the patente 

tax which is based on rental values. 

-63-

during the four years fram 1955 to 1958 were as follows: 

1955: 4S4,039$VN; .1956: 505,CXXJ$VN; 1957: 524, 836$VN; 

and 1958: 646, 536$VN. This rate of increase is less than 

for the basic tax. Moreover, the increase in the rental 

value tax for the 17 firms from 1957 to 1958 is again deceptive 

because it is attributable in its entirety to the increase in 

assessment levied on a commercial bank. 

Only two of the 22 firms in the sample show an increase 

in the rental value tax from 1957 to 1958. According to the 

Fiscal Code, the rental v~lue tax is to be determined on the 

basis of present rental value as determined by leases, com­

parison with other buil·dings, or by direct estimating. This 

procedure breaks down in practice, however, because of the 

existence of key rents. It was determined previously in the 

report on The Taxation of Real Property in Viet-Nam that 

·~ntal value as a base has been ruined by key rents, because 

this practice results ih widespread and serious underassessment, 

unneutrality of treatment, and the inability to raise rental 

value assessments in general. There is difficulty in raising 

assessments based on rental value because the rise in rents 

generally takes effect through key rents rather than through 

contract rents. These conclusions arrived at in the property 

tax report are also applicable to the portion of the patente 

tax which is based on rental values. 

-63-

duringthefouryearsfrom1955to1958wereasfollows:

1955:484,039$VN;1956:505,000$VN;1957:524,836$VN;

and1958:646,536$VN.Thisrateofincreaseislessthan

forthebasictax.Moreover,theincreaseintherental

valuetaxforthe17firmsfrom1957to1958isagaindeceptive

becauseitisattributableinitsentiretytotheincreasein

assessmentleviedonacommercialbank.

Onlytwoofthe22firmsinthesampleshowanincrease

intherentalvaluetaxfrom1957to1958.Accordingtothe

FiscalCode,therentalvaluetaxistobedeterminedonthe

basisofpresentrentalvalueasdeterminedbyleases,com-

parisonwithotherbuildings,orbydirectestimating.This

procedurebreaksdowninpractice,however,becauseofthe

existenceofkeyrents.Itwasdeterminedpreviouslyinthe

reportonTheTaxationofRealPropertyinViet-Namthat

rentalvalueasabasehasbeenruinedbykeyrents,because

thispracticeresultsinwidespreadandseriousunderassessment,

unneutralityoftreatment,andtheinabilitytoraiserental

valueassessmentsingeneral.Thereisdifficultyinraising

assessmentsbasedonrentalvaluebecausetheriseinrents

generallytakeseffectthroughkeyrentsratherthanthrough

contractrents.Theseconclusionsarrivedatintheproperty

taxreportarealsoapplicabletotheportionofthepatente

taxwhichisbasedonrentalvalues.



-64­

Table 11 

Ccmparison between Basic Tax and Rental Value Tax for a Sample 

of Business Firms, Financial Years 1955 to 1958 


(All Amounts in $VN) 


195 5 1 9 5 6 1 9 5 7 1 9 5 8 

Rental Rental Rental Rental
Basic Basic Basic BasicType of Business Value Value Value Value

Tax Tax Tax TaxTax Tax Tax Tax 
Book 

Night
Commercial bank 60000 45,000 45,000 45,000 45,000, 60,000 75,000 75,000 

Hotel
Commercial bank 16,000 16,200 16,000 16,200 30,U00 16,200 100,000 138,000 

GroCE
Hotel 34,500 69,000 35,000 69,000 48,000 69,000 48,000 69,000 

Print
Jewelry store (1) (1) 40,000 7,680 40,000 7,680 25,000 7,680 

Physj
Manufacturer 75,000 62,000 100,000 62,600 100,000 62,600 100,000 62,600 

Attol
Oil distribution (1) (1) 100,000 108,000 100,000 108,000 100,000 108,000 

Insu% 
Travel agency 18,000 34,272 18,000 34,272 25,000 34,272 25,000 34,272 

TaUe
Travel agency(2) 115,000 63,000 115,000 63,000 140,000 63,000 140,000 63,000.. 

Mill:
Drug store 3,000 1,520 7,500 1,520 10,500 . 1,5120 10.000 1,520 

FUm
Dentist 1,600 660 1,800 660 2,500 660 2,500 660 

Night club 6,000 2,280 6,000 8,190 6,000 8,190 7,000 8,190 

(1) 
(2) 

-64-

Table 11 

Comparison between Basic Tax and Rental Value Tax for a Sample 
of Business Firms, Financial Years 1955 to 1958 

(All Amounts in $VN) 

1 9 5 5 195 6 1 9 5 7 1 9 5 8 

Type of Business Basic 
Tax 

Commercial bank 60,000 

Commercial bank 16,000 

Hotel 34,500 

Jewelry store (1) 

Manufacturer 75,000 

Oil distribution (1) 

Travel agency 18,000 

Travel agency(2) 115,000 

Drug store 3,000 

Dentist 1,600 

Night club 6,000 

Rental 
Value 
Tax 

45,000 

16,200 

69,000 

(1) 

Basic 
Tax 

60,000 

16,000 

35,000 

40,000 

62,000 100,000 

Rental 
Value 

Tax 

45,000 

16,200 

69,000 

7,680 

Basic 
Tax 

75,000 

30, Ow 

48,000 

40,000 

62,600 100,000 

Rental 
Value 

Tax 

45,000 

Basic 
Tax 

75,000 

Rental 
Value 

Tax 

45,000 

16,200 100,000 138,000 

69,000 48,000 69,000 

7,680 25,000 7,680 

62,600 100,000 62,600 

(1) loo,000roB,ooo~,ooOro8,000~,Ooo~,OOO 

34,272 18,000 34,272 25,000 34,272 25,000 34,272 

63,000 115,000 63,000 140,000 63,000 140,000 63,000 

1,520 7,500 1,520 10,500 . 1,520 lO,OOO 1,520 

660 1,800 660 2,500 660 2,500 660 

2,280 6,000 8,190 6,000 8,190 7,000 8,190 

-64-

Table 11 

Comparison between Basic Tax and Rental Value Tax for a Sample 
of Business Firms, Financial Years 1955 to 1958 

(All Amounts in $VN) 

1 9 5 5 195 6 1 9 5 7 1 9 5 8 

Type of Business Basic 
Tax 

Commercial bank 60,000 

Commercial bank 16,000 

Hotel 34,500 

Jewelry store (1) 

Manufacturer 75,000 

Oil distribution (1) 

Travel agency 18,000 

Travel agency(2) 115,000 

Drug store 3,000 

Dentist 1,600 

Night club 6,000 

Rental 
Value 
Tax 

45,000 

16,200 

69,000 

(1) 

Basic 
Tax 

60,000 

16,000 

35,000 

40,000 

62,000 100,000 

Rental 
Value 

Tax 

45,000 

16,200 

69,000 

7,680 

Basic 
Tax 

75,000 

30, Ow 

48,000 

40,000 

62,600 100,000 

Rental 
Value 

Tax 

45,000 

Basic 
Tax 

75,000 

Rental 
Value 

Tax 

45,000 

16,200 100,000 138,000 

69,000 48,000 69,000 

7,680 25,000 7,680 

62,600 100,000 62,600 

(1) loo,000roB,ooo~,ooOro8,000~,Ooo~,OOO 

34,272 18,000 34,272 25,000 34,272 25,000 34,272 

63,000 115,000 63,000 140,000 63,000 140,000 63,000 

1,520 7,500 1,520 10,500 . 1,520 lO,OOO 1,520 

660 1,800 660 2,500 660 2,500 660 

2,280 6,000 8,190 6,000 8,190 7,000 8,190 

-64-

Table 11

Comparison between Basic Tax and Rental Value Tax for a Sample
of Business Firms, Financial Years 1955 to 1958

(All Amounts in $VN)

1956 195819571955

RentalRentalRentalRental
BasicBasicBasicBasic ValueType of Business ValueValue Value TaxTaxTaxTax TaxTaxTaxTax

Commercial bank 60,000 45,000 60,000 45,000 75,000 45,000 75,000 45,000
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(1) (1) 40,000 7,680 40,000 7,680 25,000 7,680Jewelry store

75,000 62,000 100,000 62,600 100,000 62,600 100,000 62,600Manufacturer

(1) 100,000 108,000 100,000 108,000 100,000 108,000(1)Oil distribution

18,000 34,272 18,000 34,272 25,000 34,272 25,000 34,272Travel agency

(2) 115,000 63,000 115,000 63,000 140,000 63,000 140,000 63,000Travel agency

1,5201,520 10,00010,5001,5201,5203,000 7,500Drug store

660660660660 2,5001,600 2,5001,800Dentist

6,000 6,0006,000 8,1908,190 7,0008,1902,280Night club
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Table 11 (Continued) 

1 9 5 5 1 9 5 6 195 7 1 9 5 B 

Rental Rental Rental Rental
Basic Basic Basic BasicType 	of Business Value Value Value Value

Tax Tax Tax 	 Tax
;8 	 Tax Tax Tax Tax-
mta1 
'alue 
Tax -_. Book store(2) (1) (1) 2,000 4,800 3,000 4,800 9,000 4,800• 

Night club 6,000 14,400 7,000 15,600 7,500 15,600 9,000 15,600 
~5,000 

Hotel 	 19,.500 104,000 19,500 104,000 23,000 123,776 23,000 123,776 -18,000 
Grocery store (1) (1) 1.3,000 14,400 19,000 14,400 19,000 14,400

19,000 
Printing 12,000 43,009 75,000 53,'160 75,000 53,760 74,000 53,760

7,680 
PhysiCian 3,500 276 4,000 726 5,000 720 5,000 720)2600, 
Attorney 9/)00 . ·60 9,000 60· 10,000 120 10,000 120 

• 
l8,000 

Insurance 7,000 7,963 .8,000 10,618' 10,000 10,618 10,000 10,618
)4,272 
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Table11(Continued)

19561958 1957 1955

Rental Rental Rental Rental
Basic Basic Basic BasicValue Value Value Value TypeofBusiness
Tax Tax Tax TaxTax Tax Tax Tax

(2)(1) (1)2,0004,8004,800 9,000 4,8003,000 Bookstore

6,00015,60015,600 15,6007,500 7,000 14,4009,000 Nightclub

19,500104,00019,500104,00023,000123,77623,000123,776 Hotel

(1)(1)13,00014,40019,00014,40019,00014,400 Grocerystore

53,760 53,76053,760 75,00074,000 75,000 12,000 Printing43,009

726 2764,000720 720 5,000 3,5005,000 Physician

.606010,00012010,000120 9,000 Attorney9,000

10,61810,618 10,618 10,000 8,000 7,96310,000 Insurance7,000

1,600 1,6003,000 8003,000 800 Tailor3,000 3,000

(2)
16,800 16,80016,800 16,80014,00024,00024,000 Milkbar14,000

(1) (1)16,560 7,680 7,68011,00015,000 8,000 Filmdistributor

667,396 647,566798,076 659,600832,600 766,100 Totals484,039 400,900

(1)Notinbusiness.

(2)Increaseinbasictaxisattributabletoimportactivitiesandtothe

changeinthepatentetaxonimportersintroducedin1956.
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Table 12 associates taxable income and income tax assess­

ments for the group of 22 firms with their respective patente 

Typtax assessments. In this Table, two firms have been combined 

because they are operated by the same businessman. As a 

result, only 21 fim.s appear in the Table. 
Comm~ 

Data are available for comparing the income and patente C~ 
Jewel 
ManuJ 

taxes for only 10 firms. One firm shows no record of having Oil ( 
TravE

filed an income tax return, while the returns for four others TraY! 
Drug 

were filed but could not be found. Presumably, these four Dentj 
Night

returns were removed from the files for verification by Book 
Night

auditors. Another six returns indicate losses during 1957. 	 Two 11 
Groce 

These losses are surprising in view of the fact that some 	 Print 
Phyal

of these firms represent rather substantial business undertakings. Attor 
Insur 

But even though only 10 firms remain for analysis, they 	 Tallo 
Milk 

offer an interesting insight into the relationship between Film 

taxable income and patente tax assessments. For the two 

commercial banks, for example, one has a ratio of patente 

tax to taxable income of 1.3 per cent while the same ratio for 

the other bank is 3.7 per cant, or nearly three times higher. 

On the other hand, the ratio of patente tax to taxable income 

for the manufacturing firm is only .2 per cent. Again, this 

latter assessment may be compared with the patente tax assess­

ment for the hotels, which is 14 per cent of taxable income. 
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Table 12 

Comparison between Income and Patente Taxes 

for a Sample of Business Firms, 


Financial Year 1957 


Total 
Taxable Income Percentage Patente Percentage 

Type of Business Incor.te Tax of lucama Tax Tax of Patente Thx 
($VN) ($VN)( 5) to Income ($Vl~) to Income 

Commercial bank (1) 9,791,000 2,349,840 24·0 363,000 3·7 
Commercial bank (1) 11,l48,000 ( ) 2,675,520 24·0 146,685 1.3 
Jewelry store 196,868 4 144,232 
Manufacturer(1) 168,245,000 40,378,800 24·0 491,365 .2 
Oil distributor(l) 19,789,360( ) 4,749,360 24.0 629,200 3·2 
Travel agency 91,000 4 179,298 
Travel agency(l) 1,300,000 (4) 614,075 
Drug store (2) (2) 36,360 
Dentist 189,000 7,610 4·0 9,480 5.0 
Night club 0) (3 ) 45,053 
Book store 381,000 98,910 25.9 23,595 6.2 
Night club (2) (2) 73,342
Two hotels 5,495,500 2,266,500 41.2 767,672 14·0 
Grocery ~t~re 270,000 46,350 17.2 106,045 39·3 
Printing 1 (2) (2) 389,499 
PhysiCian 68,000 4,010 5.9 17,160 25.0 
Attorney 150,000 17,290 11.5 30,360 20.0 
Insurance (1) 2,225,000(4) 62,369 
Tailor (2) (2) 13,915 
~!ilk bar 3,241,945(4) 123,420 
Film distributor(l) 1,561,000(4) 56,507 

Totals: 223,142,673 52,594,190 	 4,322,632 

(1) 	Corporation. 
(2) 	Declaration filed but not available for examination. 
(3) 	No income tax declaration filed. 
(4) 	Loss 
(5) Corporate 	profits tax in the case of corporations 


and general income tax for individuals. 


Type of Business 

Commercial bank(l) 
Commercial bank(l) 
Jewelry store 
Manufacturer(l) 
Oil distributor(l) 
Travel agency 
Travel agency(l) 
Drug store 
Dentist 
Night club 
Book store 
Night club 
Two hotels 
Grocery ~tre 
Printing 1 
Physician 
Attorney 
Insurance (1) 
Tailor 
Milk bar 
Film distributor(l) 

Totals: 

(1) Corporation. 
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Table12

ComparisonbetweenIncomeandPatenteTaxes
foraSampleofBusinessFirms,

FinancialYear1957

Total
TaxableIncomePercentagePatentePercentage

TypeofBusinessTax IncomeofIncomeTaxTaxofPatenteTax
(5)

($VN) ($VN)($VN) toIncometoIncome

(1)
363,000 Commercialbank9,791,0002,349,84024.03.7

(1)
2,675,520 Commercialbank146,685 11,148,00024.01.3

196,868(4) Jewelrystore144,232 ------
Manufacturer(1)168,245,00040,378,800491,365 24.0.2

(1)19,789,360629,200 Oildistributor4,749,36024.03.2
91,000(4) Travelagency179,298 -- ----

1,300,000(4) Travelagency(1)614,075 ------

(2) (2)36,360 Drugstore----

7,610 Dentist189,0009,480 4.05.0
(3)(3) Nightclub45,053 ---

6.2 Bookstore381,00098,91025.923,595
(2) (2) Nightclub73,342 ----

2,266,500 Twohotels767,672 5,495,50041.214.0
Grocerystore46,350106,045 270,00017.239.3
Printing(1)(2)(2)389,499 ----

68,00017,160 Physician4,0105.925.0

30,360 150,000 Attorney17,29011.520.0
Insurance(1)2,225,000(4)62,369 -----

(2) (2) Tailor13,915 ----

3,241,945(4) Milkbar123,420 ------
Filmdistributor(1)1,561,000(4)56,507 ---

223,142,673 Totals:4,322,632 52,594,190

(1)Corporation.
(2)Declarationfiledbutnotavailableforexamination.
(3)Noincometaxdeclarationfiled.
(4)Loss
(5)Corporateprofitstaxinthecaseofcorporations

andgeneralincometaxforindividuals.

http:Incor.te
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The extreme case is a grocery store, where the patente tax 

assessment is so high that it represents 39.3 per cent of 

taxable income, which is more than double the amount of income 

tax paid. Even though there are only 10 cases in the sample, 

this should be proof enough tha.t the patente tax bears little 

relationship to capa.city to pay as measured by net income. 

Both the patente and the real property tax utilize rental 

value as a base for assessments. It was thought that it 

would be fruitful, therefore, to compare rental values for 

the 22 firms in the survey as determined by the respective 

bureaus responsible for assessing the patente and real prop­

erty taxes. This comparison is assembled in Table 13. 

m explanation. of Table 13, it should be observed, first, 

that the various determinations of rental value by the patente 

and property tax bureaus are not strictly comparable in.all 

cases for two reasons: (1) Rental value for the patente tax 

includes only that part of the building used for business 

purposes, while rental value for the property tax includes 

both business and non-business use. For example, if a 

proprietor lives at the back of his store, rental value for 

the patente tax should be lower than rental value for the 

property tax:. (2) According to Article 14 of the Fiscal 

Code, rental value for the patente tax: includes the material means 

of production (machinery, equipment, etc.) for industrial establishments, 
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Table 13 


Conparison between Rental Values as Determined 

for Patente and Property Taxes, Financial Year 1958 

Type of Business 

ComnerciaJ. bank 
C01l1J:lerciaJ. bank 
:iotel 
Jewelry store 
V.:anufacturer 
Oil distributor 
Tra.vel agency 
Travel agency 
Drug store 
Dentist 
Night club 
Book store 
Night club 
Hotel 
Grocery store 
Printing 
Physician 
Attorney 
Insurance 
Ta.ilor 
~:ilk ba.r 
Film distributor 

Totals 

(A) 
Rental Values 


for 

Patente Tax 


($VI';) 
----,-.,._---­

450,000 
1,3S0,000 

690 
96,000 

626,000 
1,080,000 

423,400 
546,000 
42,000 
13 ,200 

136,500 
60,000 

)6,000 
1,547,200 

240,000 
537,600 
12,000 
1,200 

132,720 
60,000 

210,000 
207,000 

8,527,820 

(B) 
Rental Values Percentage of 

for Column (A) 
Property 	Tax to 


C ohunn (B)
($V1n 

600,000 75.0 
984,000 140,0 

(1 ) 
96,000 100.0 

1,068,000 58.6 
1,440,000 75.0 

408,000 103.7 
480,000 113.7 
60,000 70.0 
13,200 100.0 

204,000 	 70,0 
(2) 

48,000 75.0 
1,457,880 106.0 

240,000 100.0 
559,200 96.0 

8,400 142·0 
1,200 100.0 

120,000 110.6 
60,000 100.0 

108,000 194.4 
(2) 

7,955,880 

(1) Exempt because owned by the Government. 

(2) Not available. 

~ 

.shinents. 

"'-­
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Drug store 
Dentist 
Night club 
Book store 
Night club 
Hotel 
Grocery store 
Printing 
Physician 
Attorney 
Insurance 
Tailor 
!!;ilk bar 
Film distributor 

Totals 

(A) 
Rental Values 

for 
Patente Tax 

( $Vl'l) 

450,000 
1,380,000 

690 
96,000 

626,000 
1,080,000 

423,400 
546,000 
42,000 
13,200 

136,500 
60,000 
36,000 

1,547,200 
240,000 
537,600 
12,000 
1,200 

132,720 
60,000 

210,000 
207 ,COO 

8,527,820 

(B) 
Rental Values 

for 
Property Tax 

($VN) 

600,000 
984,000 

(1 ) 
96,000 

1,068,000 
1,440,000 

4Oe,OOO 
4$0,000 
60,000 
13,200 

204,000 
(2) 

4$,000 
1,457,e80 

240,000 
559,200 

8,400 
1,200 

120,000 
60,000 

100,000 
(2) 

7,955,e80 

(1) Exempt because owned by the Government. 

(2) Not available. 

Percentage of 
C01= (A) 

to 
C01U.l?U1 (3) 

75.0 
140,0 

100.0 
58.6 
75.0 

103.7 
113.7 

70.0 
100.0 
70,0 

75.0 
106.0 
100.0 

96.0 
142.0 
100.0 
110.6 
100.0 
194.4 
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Table13

ComparisonbetweenRentalValuesasDetermined
forPatenteandPropertyTaxes,FinancialYear1958

(B) (A)
Percentageof RentalValues RentalValues
Column(A) for for

TypeofBusinessPropertyTaxto PatenteTax
Column(B) ($VN) ($VN)

600,00075.0 Commercialbank450,000
140.0 984,000 1,380,000 Commercialbank

(1) 690 Hotel--

96,00096,000100.0 Jewelrystore
58.6 626,0001,068,000 Manufacturer
75.0 1,440,000 1,080,000 Oildistributor

103.7 408,000 423,400 Travelagency
113.7 546,000480,000 Travelagency

60,00070.0 42,000 Drugstore
100.0 13,200 13,200 Dentist
70,0 204,000 136,500 Nightclub

(2) 60,000 Bookstore-

36,00075.0 48,000 Nightclub
106.0 1,457,880 1,547,200 Hotel
100.0 240,000 240,000 Grocerystore
96.0 537,600559,200 Printing
142.0 8,400 12,000 Physician
100.0 1,200 1,200 Attorney
110.6 120,000 132,720 Insurance

60,000100.0 60,000 Tailor
194.4 108,000 210,000 Milkbar

(2) 207,000 Filmdistributor

7,955,880 8,527,820 Totals

(1)ExemptbecauseownedbytheGovernment.

(2)Notavailable.
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while rental value for the property tax includes only land 

and buildings. 

Despite these differences, however, some of the deter­

minations of rental value in Table 13 are difficult to explain. 

In the case of the two commercial banks, for example, it may 

be seen that one bank is assessed higher for the patente 

than for the property tax, while the converse is true for 

the other bank. Since living quarters are not an issue in 

the case of either bank, one would expect that the patente 

tax valuations would be higher than the property tax valua­

tions for both banks, since the patente tax includes equip­

ment in determining rental value. Or take the case of the 

manufacturing finn. It is explained that the patente tax 

valuation is lower than the property tax valuation for this 

firm because living quarters are located on the property. 

But this factor should be compensated for in part by the 

fact that patente tax valuationB include machinery and equip­

ment. Another anomaly is that there are five instances in 

Table 13 in which the valuations for the patente and the 

property tax are the same. This happens because the proprie­

tors report the same contract rents to both the patente and 

property tax bureaus. However, these valuations would not 

be the same for the two taxes if maChinery and equipment actually 
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;rere ,included in the bast: for patente tax assessments. 

At the present time, there is no cooperation between the 

patente and property tax bureaus in making evaluations for 

their respective taxes on, rental value, despite the fact 

that both bureaus are located on the same floor of the 

General Directorate of Taxation. It would appear that. many 

of the apparent inconsis~~ciesindicated above would be 

removed if this cooperation were instituted. 

9. Patente!J!:2s Assessments for ~ Sample of Physicians 

A sample of physicians was studied in order to in~ire 

into the problems of tax policy and administration invGlved 
,~., 

in the application of tho patente tax on the liberal pro­

fessions. Limits on research time and staff restricted the 
• 

sample selected for ~vestigation to 30 physicians out of a 

universe of about 200 practicing physicians in Saigon in 

August of 1959. The sample was drawn in a rathor unorthodox 

manner, Since the patente tax assessments on medical doctors 

is based principally on loca.tion of the bUSiness office, it. 

was considered desirable to obtain some variation of locations 

in the sample, This was accomplished by dividing Saigon 

streets into three rough categories: toos G which would 

serve clientele with high, medium, and low incomes. Ten 

doctors were selected from CJach of these three types of 
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streets by traveling throughout the city and by choosing busi­

ness offices at random. This procedure was also used to 

ensure that the doctors were actually practicing medicine and 

ha.d a patente tax liability in 1959. 

A patente tax assessment on a physician has two parts: 

a basic tax ~ich may be established within the range of 800 

to 10,ClOO$VN, and a rental value tax. The sum of these two 

componente ~onstitutes the central government tax, while 

the asse£sment for the Prefecture of Saigon is 200 per cent 

of the central government tax. Determination of the basic 

tax Within the range of 800 to 1O,OOO$VN is important not 

only because this tax is a component of the total tax, but 

also because the rental value tax rate is related directly 

to the level of the basic tax assessment. This relation­

ship is accomplished in the following manner: doctors with 

a basic tax assessment of from 8,000 to 10,OOO$VN have a 

rental tax rate of 8 per cent, basic tax assessments from 

2,000 to 7,OOO$VN have a rental tax ra.te of 6 per cent, and 

basic tax assessments from 800 to 1,800$VN have a rental tax 

rate of 5 per cent.8 

• 

8See Appendix C for the complete schedule relating basic taxes 
and rates for the rental value tax. 
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The Fiscal Code provides little assistance to the tax 

administrator in applying the basic patente tax on physicians 

within the range of 800 to IO,OOO$VN. There is a provision 

in Article 29 of the Fiscal Code which requires a physician 

(like any other businessman) tb declare the amount of capital 

invested in his businesS', but this declaration is obviously 

inadequate as a basis for the tax. As a result, the Patente 

Tax Bureau has evolved three principal criteria; (1) the 

location of the doctor's office, particularly with respect 

to the type and number, of Clientele which the location would 

attract; (2) the numh",r of years spent in medicai practice; 

and (3) whether the doctor has specializedtraining. In 

addition to these criteria, there are two other subordinate 

considerations: (1) part-time service with the army, in 

which case the patents tax is reduced; and (2) the level of 

fees charged. 

These criteria. are quite obviously vague and even 

irrational. Basing the tax on location of the business office 

is 6f doubtful reliability, because an office in a slum area 

has the advantage of population density which ma;r be more 

important from a revenue point of view than having the type 

of clientele Which is able to pay high fees. Moreover, the 

Patente Tax Bureau has made no systematic classification of 
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districts 60 that 1t can be determined precisely that one 

district is "betteP" thaQ. an()ther. Nor has the Bureau 

detailed infozmatiOJ\ on "the aunber of years each doctor has 

been in practice or wheltber they have specialized training. 

These criteria, 1:.hereft.re, are not applied in any precise or 

rational manner. 

Table 14 summar:' ,v.es the patente tax statistics for the 

sample of doctors. Significant conclusions which may be 

derived from these data are: 

(1) All doc",r,rs in the sample were on the patente tax 

roll in 1959, 'I'~ch is indicative of a relatively high level 

of enforoement, tor the pat:mte tax as compared to the income 

and property -taxes. 

(2) Th8J'e is some relaGionship between "better" loca­

tions and Bize of patente t.ax assessment. This is evident 

in Ta.ble ~4 by compa.ring t,. e patente tax rank in the first 

column ''lith the locational groups in the second COlumn. 

Most ~ctors in the best :Locations (designated (1) in the 

Tabl!) have high patente t ax assessments, but the relationship 

of location and aSS€SBmeil', is less clear-cut with respect 

to doctors with averago .oca.tions (designated (2) in the Table), 

and doct.ors with slum lC'c,ations (designated (.3) in the Table). 

(.3) Basic patente ',u assessments vary from a high of 

-74-

districts BO that it can boe determined precisely that one 

district is "bette"" tha.z:t an<tther. Nor has the Bureau 

detaUed inform.a.tioll on -the o.unber of years each doctor has 

been in practice or whEJther they have specialized training. 

These criteria, theref(.re, are not applied in any precise or 

rational manner. 

Table 14 S\llnllj8.rc· ,F,es the patente tax statistics for the 

sample of doctors. Significant conclusions which may be 

derived from these data are: 

(1) All doc·,r.rs in tho sample were on the patente tax 

roll in 1959, w1l.ich is indicative of a relatively high level 

of enforoement, for the pat:n.te tax as compared to the income 

and property taxes, 

(2) ThElJ'e is some rela~ionship between "better" loca­

tions and nize of pat'7nte t·ax assessment. This is evident 

in Table 14 by comparing tor e patente tax rank in the first 

cohmm '~1th the locational groups in the second column. 

Most odDctors in the best :Locations (designated (1) in the 

Tabh.) have high patente I ax assessments, but the relationship 

of location and asseSBme,l' is less clear-cut with respect 

to doctors with average .oca.tions (designated (2) in the Table), 

and doctors with shun lC'(,ations (designated (3) in the Table). 

(3) Basic patente ',loX assessments vary from a high of 

-74-

districts BO that it can boe determined precisely that one 

district is "bette"" tha.z:t an<tther. Nor has the Bureau 

detaUed inform.a.tioll on -the o.unber of years each doctor has 

been in practice or whEJther they have specialized training. 

These criteria, theref(.re, are not applied in any precise or 

rational manner. 

Table 14 S\llnllj8.rc· ,F,es the patente tax statistics for the 

sample of doctors. Significant conclusions which may be 

derived from these data are: 

(1) All doc·,r.rs in tho sample were on the patente tax 

roll in 1959, w1l.ich is indicative of a relatively high level 

of enforoement, for the pat:n.te tax as compared to the income 

and property taxes, 

(2) ThElJ'e is some rela~ionship between "better" loca­

tions and nize of pat'7nte t·ax assessment. This is evident 

in Table 14 by comparing tor e patente tax rank in the first 

cohmm '~1th the locational groups in the second column. 

Most odDctors in the best :Locations (designated (1) in the 

Tabh.) have high patente I ax assessments, but the relationship 
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to doctors with average .oca.tions (designated (2) in the Table), 

and doctors with shun lC'(,ations (designated (3) in the Table). 
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districts so that it can be determined precisely that one

district is "better" than another. Nor has the Bureau

detailed information on the number of years each doctor has

been in practice or whether they have specialized training.

These criteria, therefore, are not applied in any precise or

rational manner.

Table 14 summari,res the patente tax statistics for the

sample of doctors. Significant conclusions which may be

derived from these data are:

(1) All doctors in the sample were on the patente tax

roll in 1959, which is indicative of a relatively high level

of enforcement, for the patente tax as compared to the income

and property taxes.

(2) There is some relationship between "better" loca-

tions and size of patente tax assessment. This is evident

in Table 14 by comparing the patente tax rank in the first

column with the locational groups in the second column.

Most doctors in the best Locations (designated (1) in the

Table) have high patente tax assessments, but the relationship

of location and assessmeil ; is less clear-cut with respect

to doctors with average locations (designated (2) in the Table),

and doctors with slum locations (designated (3) in the Table).

(3) Basic patente tax assessments vary from a high of

http:1:.hereft.re
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7,OOO$VN to a low of l,60O$VN, with the average for the whole 

group being 2,67O$VN. An aS$essment of 2,ClOO$VN for the 

basie tax is the most frequently levied, with 14 doctors 

reeeiving t.his assessment. Rental value assessments range 

from 3,6CO$VN to 120$VN, with an average of 794$VN. Total 

patente tax assessments (including shares for both the Central 

Gii:>vernment and the Prefecture of Saigon) range from 2l,64~VN 

to ,5,160$VN, with an average of lO,392$VN. 

(4) Income tax records for the 30 physicians were investi­

gated in order to compare patente tax assessments and levels 

of busine~s income. The result of this investigation is 

particularly revealing with respect to income tax administra­

tion, forit was found that 12 out of the 30 doctors had not 

filed an income, tax return for 1958. Out of these 12 income 
.' ' 

tax dalinquents, 8 have never filed income, tax returns and 

4 have filed returns prior to 1958. Comparison between incomes 

reported from medical practice and amounts of patente tax 

assessments shows the arbitrary application of the latter. 

Although an att9llpt is made to relate both the basic and 

rental value taxes to capacity to pay, visual inspection 

indicates that there is very little relationship in Table 14 

between the rank by size of patente tax assessment and rank 

by medical income earned. For example, consider the case 
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assessmentsshowsthearbitraryapplicationofthelatter.

Althoughanattemptismadetorelateboththebasicand

rentalvaluetaxestocapacitytopay,visualinspection
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of one doctor who has a patente tax of l7.l6O$VN and a 

Rankbusiness income of 68.000$VN, While another doctor has a 
Size 
Pate:patente tax assessment of l6.32~VN and a business income 

Ta: 

of 324.000$VN. 	 .~S,!: 
~ 

(5) Despite the fact that the Patente Tax Bureau 
1 
2atte~pts to assess the basic tax on the basis of tax-	 , 

paying capacity, no attempt is made to utilize income 	 4 
5 
6tax returns as an indication of capacity to pay the tax. 
7 
eSimilarly, although both the Patente Tax Bureau and the 
9 

10Property Tax Bureau are both assessing on the basis of 
~ll 
12rental value, there is no cooperation between the two 
13 

bureaus. Alternatively, the Profits Tax Bureau does not 14 
15 
16utilize patente tax information in order to reduce the 17 
18delinquency problem of the income tax. Quite obviously, 
19 
20the administration of all of these taxes would be im­
21 
22proved if there was more' cooperation among the various 
23 
24tsx bureaus. 
25 
26(6) The brief conclusion which appears to be 
27 
28warranted is that the patente tax is arbitrary in assess­
29 
30ment but that it has the advantage as far as this par­

ticular group of businessmen is c0ncerned of being pro­
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of one doctor who has a patente tax of 17,160$VN and a

business income of 68,000$VN, while another doctor has a

patente tax assessment of 16,320$VN and a business income

of , 000$VN.

(5) Despite the fact that the Patente Tax Bureau

attempts to assess the basic tax on the basis of tax-

paying capacity, no attempt is made to utilize income

tax returns as an indication of capacity to pay the tax.

Similarly, although both the Patente Tax Bureau and the

Property Tax Bureau are both assessing on the basis of

rental value, there is no cooperation between the two

bureaus. Alternatively, the Profits Tax Bureau does not

utilize patente tax information in order to reduce the

delinquency problem of the income tax. Quite obviously,

the administration of all of these taxes would be im-

proved if there was more cooperation among the various

tax bureaus.

(6) The brief conclusion which appears to be

warranted is that the patente tax is arbitrary in assess-

ment but that it has the advantage as far as this par-

ticular group of businessmen is concerned of being pro--
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Table 14 

Statistical Summary 
of a Sample of Physicians 

Rank by Income 
Size of from 
Patente Loca- Basic Rental Central Total Medical Medical 

Tax tion:± Patente Value Govtt. Patente Practice, Income 
.AS.B.~.S!l::: ..G!.ClJl.p_ 

ment 
Tax 

($VN) 
Tax 

($\TN) 
Tax 

($VN) 
Tax 

($\TN) 
1958 

($yN) 
Rank 

1 
2 

(1) 
(1) 

71 ()(X) 
4,000 

216 
2,160 

7,216 
6,160 

21,61;8 411,000 
18,1;80 (No return) . 

1 

3 (1) 2,500 3,600 6,100 18,300 98,000 5 
4 (1) 4, ()(X) 1,800 5,800 17,400 (No return) 
5 (1) 5,000 720 5,720 17,160 68, ()(X) 8 
6 
7 

(1) 
(1) 

4,000 
4,000 

1,440 
600 

5,440 
4,600 

16,320 ' 324,()(X) 
13,800 65,000 

2 
9 

8 (2 ) 3,500 360 3,860 11, 580 (No return) 
9 (1) 3,000 576 3,576 10,728 41,372 12 

10 
111 
12 

(3) 
(1) 
(2) 

3,000 
3,000 
2,000 

576 
504· 

1,000 

3,"J76 
3,504 
3,000 

10,728 
10,512 

9,240 

120,000 
99,000 
18,885 

3 
4 

16 
13 
14 
15 
16 

(3) 
(2) 
(2) 
(2) 

2,500 
2,000 
2,000 

·2,000 

432 
864 
864 
840 

2,932 
2,864 
2,864 
2,840 

8,796 50,920 
8,592 (No return) 
8,592 (No return) 
8,520 71,000 

10 

7 
17 (2) 2,000 720 2,720 8,160 (No return) 
18 (3) 2,000 720 2,720 ·8,160 73,380 6 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

(2) 
(3) 
(2) 
(3) 
(1) 
(3) 
(3) 
(2) 
(2) 
(3) 

2,000 
2,000 
1,600 
2,000 
1,800 
2, ()(X) 
2,000 
2, ()(X) 
2,000 
2,000 

720 
576 
900 
432 
600 
360 
360 
360 
360 
360 

2,720 
2,576 
2,500 
2,432 
2,400 
2,360 
4,360 
2,360 
2,360 
2~360 

8,160 (No return) 
7,728 31,955 
7,500 (No return) 

. 7,296 (No return) 
7,200 (No return) 
7,080 25,000 
7,000 16,511 
7,080 24,000 
7,000 (No return) 
7,000 28,920 

12 

14 
17 
15 

13 
29 (3 ) 1,600 600 2,200 6,600 43 ,400 11 
30 (3) 1,600 120 1,720 5,160 (No return) 

lRefers to the manner in which the sample was selected: The 10 
doctors with the best locations are indica.ted by (1); the 10 with 
average locations by (2) j and the 10 located in ·s1um areas by (3). 
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19 (2) 2,000 720 2,720 8,160 (No return) 
20 (3) 2,000 576 2,576 '7,728 31,955 12 
21 (2) 1,600 900 2,500 7,500 (No return) 
22 (3) 2,000 432 2,432 7,296 (No return) 
23 (1) 1,800 600 2,400 7,200 (No return) 
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doctors with the best locations are indicated by (1); the 10 with 
average locations by (2) j and the 10 located in 'slum areas by (3). 
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Table14

StatisticalSummary
ofaSampleofPhysicians

Income Rankby
from Sizeof

Medical Medical BasicTotal RentalCentral PatenteLoca-
tionalPatentePractice,Income PatenteValueGov't. Tax

Rank 1958 TaxTax AssessGroupTaxTax
($VN) ($VN)($VN) ($VN)($VN) ment

(1)21,648 7,216 216411,000 7,0001 1
(Noreturn) (1)2,1606,16018,480 24,000-

(1)3,60018,300 6,1005 98,000 2,500 3
(Noreturn) (1)17,400 5,800 4,0001,800 4-

(1)17,16068,0008 5,720 720 55,000
(1) 616,320324,0002 4,0001,4405,440
(1)65,000 4,600 6009 13,800 4,000 7

(Noreturn) (2)3603,860 3,500 811,580-

(1)12 3,576 57641,372 10,728 3,000 9
(3)5763 120,000 3,57610,728 103,000
(1)4 99,000 10,512 113,504 504 3,000
(2)16 18,885 9,240 121,0803,080 2,000
(3)10 50,920 8,796 132,5004322,932

(Noreturn) (2) 14864 2,0002,8648,592-

(2)(Noreturn) 864 152,8648,592 2,000-

(2) 167 71,000 840 2,0008,520 2,840
(Noreturn) (2)8,160 172,0002,720 720-

(3)6 8,160 1873,380 2,0007202,720
(2)(Noreturn) 8,160 192,0007202,720-

(3)12 576 202,576 2,00031,955 7,728
(Noreturn) (2)1,600 217,500 2,500 900-

(3)(Noreturn) 227,296 432 2,0002,432-

(1)600(Noreturn) 231,8007,200 2,400-

(3) 243602,36025,000 2,0007,08014
(3) 2516,511 3602,360 2,0007,08017
(2) 263602,360 2,00024,00015 7,080
(2)(Noreturn) 272,360 360 2,0007,080-

(3) 283602,360 2,00013 28,920 7,080
(3)600 291,6006,60043,400 2,20011
(3)(Noreturn) 1,600 305,160 1201,720-

1Referstothemannerinwhichthesamplewasselected:The10
doctorswiththebestlocationsareindicatedby(1);the10with
averagelocationsby(2);andthe10locatedinslumareasby(3).
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ductive of revenue. Its productivity is derived both from 

a high score in enforcement and relatively high assessments 

as compared to the income tax. 

10. :!'.!l! Special Case 2! Importers 

Particular attention to the assessment of the patente 

tax on importers is warranted because these businessmen 

constitute the largest single category of assessments. 

The inmediate irregularity ,'lith respect to the taxation 

of importers is that, the patente tax is levied principally 

on the basis of administrative regulations rather than 

on provisions in the Fiscal Code. In the Fiscal Code, im­

porters may bo taxed in two ways • There is first a provision 

for a minimum basic tax of 2,OOO$VN and a maximum of 

50,OOO$VN for each of eighteen categories of imports. In 

other words, the importation of tobacco and cigarettes, 
• 

one of the 18 import categories, rosy bear a basic tax within 

the range of 2,000 to 5O,O(X)$VN, dep€lnding on the determination 

made by the assessment officers. Secondly, an importer may 

elect to pay a single patente tax of 75,000$VN to lOO,OOO$VN 

for all import activities instead of sev€lral.s€lparate patente 

taxes for different import activities. Since both of these 
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on provisions in the Fiscal Code. In the Fiscal Code, im-

porters may be taxed in two ways. There is first a provision

for a minimum basic tax of 2,000$VN and a maximum of

50,000$VN for each of eighteen categories of imports. In

other words, the importation of tobacco and cigarettes,

one of the 18 import categories, may bear a basic tax within

the range of 2,000 to 50,000$VN, depending on the determination

made by the assessment officers. Secondly, an importer may

elect to pay a single patente tax of 75,000$VN to 100,000$VN

for all import activities instead of several separate patente

taxes for different import activities. Since both of these
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statutory directives permit assessments within a maximum. and 

minimum range, the Patente Tax Bureau has evolved criteria for 

the specific application of the tax. For this purpose, three 

factors have been considered to be relevant: (1) the amount 

of working capital, (2) whether the business is an individual 

proprietorship or a corporation, and (3) whether the individuals 

and corporations are Vietnamese or foreign. 

Table 15 provides the basic information on the way these 

factors are associated 'in order to determine basic patente 

tax assessment for importers. Precedurally, each importer is 

required to make a decJ:aration of the 'amount of working capital 

used for the importation of goods. The basic taxis then 

determined on the b!l.Sis'of this declared working capital and 

in conjunction with whether the business is an individual 

proprietorship or corporation, and Whether the business is 

owned by Vietnamese or foreigners. Table 15 shows that 

corporate rates are double those for individuals, except in 

the case of the importation of automobiles. Rates for foreign 

businessmen are consistently higher than those for Vietnamese 

businessmen, but the percentage increases vary with the levels 

of assessments. 

It is important to note that the administrative regula­

tions summarized in Table 15 establish maxima rates below 
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Table 15 

Summary of Administrative Regulations for the App1ication 
of the Basic Patents Tax on Importers 

Amount of 
Declared Capital. 

100,000 

:200,900'-300,000 

400, ooo-SOO, 000 

600,000-700,000 

800,000-900,000 

1,000,000 

1,500,000 

2,000,000 

~~'p!-i0B!! 

Importation of 
automobiles 

Importation of 
scooters and 
spare part/! for 
transportation 
vehicles 

(An amounts in eVN) 

Basic Patents Tax 
Vietnamese Vietnamese Foreign Foreign 
Individua1s 

-­
Corporations 
- --­

Individua1s Corporations 

3,000 6,000 4,000 8,000 

4,000 8,000 5,000 10,000 

5,000 10,000 6,000 12,000 

6,000 12,000 7,000 14,000 

7,000 14,000 8,000 16,000 

8, (XX) 16,000 10,000 20,000 

10,000 20,000 12,000 25,000 

12,000 25,000 16,000 30,000 

10,000 20,000 14,000 35,000 

6,000 12,000 8,000 16,000 

s~: Sa~on Patente Tax Bureau of the GEneral. Directorate of 
Taxation 
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Table 15 

Summary of Administrative Regulations for the Applioation 
of the Basic Patente Tax on Importers 

(All amounts in IVN) 

Basic Patente Tax 
Amount of Vietnamese Vietnamese Foreign Foreign-

Declared Capital Individuals Corporations Individuals Corporations 
-- -
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1,500,000 10,000 20,000 12,000 25,000 

2,000,000 12,000 25,000 16,000 30,000 

~!l'p.!-i0.!l!! 

Importation of 
a.utomobiles 10,000 20,000 14,000 35,000 

Importation of 6,000 12,000 8,000 16,000 
scooters and 
spare part!! for 
transportation 
vehicles 

So~: Saigon Patente Tax Bureau of the General Directorate of 
Ta.xa.tion 
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Table 15

Summary of Administrative Regulations for the Application
of the Basic Patente Tax on Importers

(All amounts in $VN)

Basic Patente Tax
Amount of

ForeignForeignVietnameseVietnameseDeclared Capital
CorporationsIndividualsCorporationsIndividuals

6,000 8,0003,000 4,000100,000

10,0008,000 5,000200,000-300,000 4,000

6,000 12,000400,000-500,000 5,000 10,000

600,000-700,000 14,0006,000 7,00012,000

16,0008,000800,000-900,000 14,0007,000

16,000 20,0008,000 10,0001,000,000

25,00020,000 12,00010,0001,500,000

16,000 30,00025,0002,000,000 12,000

Exceptions

Importation of
35,00014,00020,00010,000automobiles

16,0006,000 8,00012,000Importation of
scooters and
spare parts for
transportation
vehicles

Source: Saigon Patente Tax Bureau of the General Directorate of
Taxation
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those authorized in the Fiscal Code. According to the Fiscal 

Code, patente taxes may be levied either in the range of 

2,000 to 50,OOO$VN for particular categories of imports or 

exports or between 75,000 to l00,OOOSVN for all categ'or1es 

of products. Table 15, shows, however, that· the ma.x:ima rates 

vary from 21,OootVN for a Vietnamese individual to )O,OOO$VN 

for a foreign corporation. An exception is made in the case 

of the importation of automobiles, where the maximum rate! 

rises to 35,OOO$VN for a foreign corporation. 

The foregoing procedure for assessing the patente tax 

on importers was followed in financiai years 1957 and 1958, 

but then it became apparent that some businessmen were 

evading their full tax liabilities by minimilling the amounts 

of their working capital. For this reason, it was decided by 

both the Patente Tax Bureau and the Patente Tax Review 

Conmittee in Saigon· that a helpful ind.ication of the amount 

of capital used would be the amount of foreign exchange 

allocated during 1958. Therefore, working capital was 

continued as the principal base for 1959 patente tax assess­

ments on importers, but foreign exchange allocated in 1958 

was used to modify the tax whenever a change in assessment 

was considered desirable. Specifically, the procedures 

followed 1n assessing importers in 1959 m~ be summarized 
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that working capital was one-third the amount of foreign

exchange allocated. (3) In the absence of foreign exchange

information for a particular importer, the patente tax was

assessed on the basis of the amount of working capital.

Table 16 has been developed in order to demonstrate the

effects of both the old and new methods of assessing the pa--

tente tax on importers. A brief explanation should first be

given of how the 18 firms in the Table were selected. As
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ments for each quarter are completed by the Patente Tax
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of the committee apparently were those assessments not con-

tested by taxpayers or those which caused no administrative
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18 were selected for the purpose of analysis in this report• 

. Referring to Table 16, it may be seen that 11 out of 

the 18 finns reported less Workin::s capital in 1959 than in 

1958. which under ordinary circumstances would have meant 

lower basic patente tax assessments in 1959 than in 1958. 

Six other finns reported the same amount of capital for 1958 

and 1959. while one finn, an importer of automobiles, had 

no capital declarations for either 1958 or 1959. No satis­

factory explanation could be obtained why this automobile 

f~fa11ed to declare the amount of capital used in ita 

business. The issue is probably academic, however, in 

view of the fact that the basic patente tax assessment of 

35,OOO$VN for this finn is at the lII&ldmum allowed under 

administrative regulations. It should be noted again, how­

evsr. that the .Fiscal Code permits a maximum rate of 

5O,OOO$vNfo~any5ingle,cat~gory of imports. 

Attention is directed now to the three columns in 

Table 16 designated (A), (B), and (C): Golumn (A) shows 1959 

basic patente tax assessments as they would have been if 

based on 1959 working capital.. Eleven firm5 would have re­

ceived lower assessments in 1959 than in 1958 if declared 

value had been used as the base of the tax. Column (B) 

showe the modifications made to theee assessments by the 
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Table 16 


Basic Patente Tax Assessments on Importers for Financial Years 1958 and 1959 


(All amounts except column (D) in $\TN) 

1959 Basic Patente Tax ._ Percentage T ax Based on 
Based As Based on of 1959Tax one percentForeign BasicFinn Working Working 	 on Modified One-Third to Foreign • of ForeignExchange PatenteNo. Capital Capital 	 1959 by Patente ofForeign Exchange ExchangeAllocations Tax Working Tax Ex:change AllocatioI18 AllocatioI18

1958 1959 1958 1958 Capital fureau Allocations 

(A) 	 (B) (C) (D) (E) 
3 

1 1,000,000 500,000 335,965 7,000 5,000 5,000 3,000 1.49 3,360 
2 800,oop 500,000 1,170,400 7,000 5,000 7,000 5,000 .59 11,704 
3 1,000,000 500,000 636,000 8,000 5,000 6,000 4,000 .94 6,360 
4 700,000 700,000 .1,748,000 12,000 12,000 12,000 12,000 .69 17,480 
5 500,000 500,000 2,991,000 10,000 10,000 16,000 16,000 .53 29,910 b 
6 	 500,000 500,000 654,563 5,000 5,000 5,000 4,000 .76 6,546 I 

200,000 200,000 979,304 4,000 4,000 5,000 4,000 .51 9,7937 
8 	 2,250,000 1,000,000 4,56l,130 16,000 8,000 18,000 10,000 .39 45,611 

2,000,000 1,000,000 4,7~,663 ,12,000 8,000 14,000 10,000 .29 47,5779 
10 1,500,000 1,000,000 2,900,000 12,000 10,000 14,000 10,000 ·48 29,000 

11 3,000,000 1,000,000 1,198,085 Jt),ooo 16,000 20,000 10,000 1.67 11,981 

12 1,000,000 500,000 501,694 8,000 5,000 5,000 4,000 .99 5,017 


3,000,000 1,000,000 ·7,238,412 20,000 16,000 25,000 25,000 .34 72,384
13 
2,000,000 2,000,000 2,232,580 30,000 30,000 )0,000 14,000 .13 22,32614 
1,000,000 1,000,000 5,974,584 16,000 16,000 18,000 25,000 .30 5'MltJ15 

200,000 200,000 6,165,730 8,000 8,000 10,000 23,000 .16 " 61.,65'7 
200,000 200,000 3,3lt>,418 8,000 8,000 10,000 16,000 .29 "3,404 
800,000 800,000 2,834,255 16,000 16,000 16,000 16,000 .56 ' 28,34316 
800,000 800,000 10,232,640 16,000 i6,000 20,000 30,000 .19 102,326 

'800,000 800,000 2,679,825 16,000 16,000 18,000 14,000 .67 26,798 
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Source: Patente Tax Bureau of the General Directorate of TQtation. 
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(All amounts except column (D) in $\TN) 
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Patents Tax Bureau on the ba,sis of 1958 foreign exchange a11o­

cations. The result of these modifications was that the 

assessments for 5 finns were left the same in 1959 as they 

were in 1958, While the assessments for 9 firms were raised 

and 5 were reduced. Column (c) indicates, however, that if 

foreign exchange allocations had been used as a guide con­

sistently (that is, 1959 working capital for ~ach firm is 

assumed to be one-third of 1958 foreign exchange allocations), 

11 finns would have. received lower assessments in 1959 than 

in 1958, 2 firms would have received the same assessments in 

the 2 years, and 5 firms·would have received higher assess­

ments in 1959 than in 1958 • 

Another way to.v1ew the inconsistencies Which have 

arisen is to compare columns (B) and (C). Out of a total of 

18 firms, there are only 5 instances·in which the patents tax 

based on foreign exchange allocations in column (C) agrees 

with the tax as actually assessed in column (B). For a par­

ticularly unusual case, consider finn No. 11 in Table 16. 

This finn had an assessment of 40-,()()O$VN in 1958, but based 

on lowered declared capital in 1959,·the assessment would 

have been reduced to l6,()()O$VN. The assessment actually 

made in 1959 was 20,OOO$VN,but if foreign exchange receipts had 

been used as a base, the tax would have been lO,OO~VN. The 

conclusion is unavoidable from this evidence th~t the criterion 
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PatenteTaxBureauonthebasisof1958foreignexchangeallo-

cations.Theresultofthesemodificationswasthatthe

assessmentsfor5firmswereleftthesamein1959asthey

werein1958,whiletheassessmentsfor9firmswereraised

and5werereduced.Column(c)indicates,however,thatif

foreignexchangeallocationshadbeenusedasaguidecon-

sistently(thatis,1959workingcapitalforeachfirmis

assumedtobeone-thirdof1958foreignexchangeallocations),

11firmswouldhavereceivedlowerassessmentsin1959than

in1958,2firmswouldhavereceivedthesameassessmentsin

the2years,and5firmswouldhavereceivedhigherassess-

mentsin1959thanin1958.

Anotherwaytoviewtheinconsistencieswhichhave

arisenistocomparecolumns(B)and(c).Outofatotalof

18firms,thereareonly5instancesinwhichthepatentetax

basedonforeignexchangeallocationsincolumn(c)agrees

withthetaxasactuallyassessedincolumn(B).Forapar-

ticularlyunusualcase,considerfirmNo.11inTable16.

Thisfirmhadanassessmentof0,000$VNin1958,butbased

onlowereddeclaredcapitalin1959,theassessmentwould

havebeenreducedto16,000$VN.Theassessmentactually

madein1959was20,000$VN,butifforeignexchangereceiptshad

beenusedasabase,thetaxwouldhavebeen10,000$VN.The

conclusionisunavoidablefromthisevidencethatthecriterion
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of foreign exchange allocations was applied as a correction 

factor on an uneven basis, and whatever faults there were in 

the previous use of working capital were only partially re­

moved in the 1959 assessments. 

Probably the most glaring fault with the assessments on 

importers, however, is the cellings applied to the patente 

tax. It may be noted from Table 16 that one firm was allo­

cated 20,245,99l$VN in foreign exchange in 1958 and had a 

basic patente tax of 35,OOO$VN in both 1958 and 1959. By 

comparison, the last firm in the Table was allocated only 

3,66e,2lO$VN in foreign exchange and had a basic patente 

tax of 30,OOO$VN. The result of these ceilings is a very 

serious under-assessment of large importers as compared to 

the tax burdens borne by the smaller finns. 

The unneutralities caused by these ceilings and by 

arbitrary assessments are revealed in column (D) of Table 16, 

which presents the. percentage of 1959 basic patente tax 

assessments to 1958 foreign exchange allocations. It may be 

seen that the basic patente tax burdens for the 18 firms range 

from 1.67 to .13 per cent of foreign exchange allocations. 

This means, in general, that the burden of the tax has been 

very uneven. The data also confirm that large importers 

have been under-assessed. 
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comparison, the last firm in the Table was allocated only
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tax of 30,000$VN. The result of these ceilings is a very
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wbat is recommended to resolve this problem of arbitrary 

and regressive assessments is to base the patente tax directly 

on foreign exchange allocations. Column (E) in Table 16 

shows the tax liabilities which would result if this ware the 

base of the tax, and if the rate were one per cent. As 

indicated in Table 16, it is possible that this new base and 

tax rate would more than double the basic patente tax assess­

ments on importers. 

If the new base and tax rate are adopted, it would be 

desirable to eliminate the" rental value tax on importers. 

Withholding of the tax should also be instituted in order 

to reduce collection problems. 

11. The Special !2!!e..,.2f Importers and Distributors..,.2f Motion 

Picture Film' 

The determination that a Vietnamese subsidiary of a 

large United States producer of motion picture films regu­

larly reports a substantial loss from operations in Viet-Nam 

encouraged a review of patente tax assessments borne by the 

motion picture film industry in Viet-NaIll. The ftbole of the 

industry may be classified into several specialized groups. 

To serve all Viet-Nam. there are 10 firms which import and 

distribute films, 11 firms which distribute films but do not 

import, and 9 Vietnamese producers of films. The total patente 
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Whatisrecommendedtoresolvethisproblemofarbitrary

andregressiveassessmentsistobasethepatentetaxdirectly

onforeignexchangeallocations.Column(E)inTable16

showsthetaxliabilitieswhichwouldresultifthiswerethe

baseofthetax,andiftheratewereonepercent.As

indicatedinTable16,itispossiblethatthisnewbaseand

taxratewouldmorethandoublethebasicpatentetaxassess-
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motionpicturefilmindustryinViet-Nam.Thewholeofthe
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ta.x assessment for these 30 firms in 1958 was 864.925~VN. By 

comparison, ho~ever, there are 38 movie houses ~ Saigon alone, 

and the total patente tax assessment for these in 1958 was 

1,339,181$VN. This evidence suggests that film importers 

and distributors are under-assessed. 

Income tax declarations were reviewed for the 30 importers, 

distributors, and producers, and the results obtained showed 

a veI"Y low compliance score. In financial yea:t;' 1957, only 

one of the 9 Vietnamese film producers filed an income tax 

return, while none of the 11 u;..stributors filed a return. 

Five out of the 10 importers and distributors filed income 

tax returns, but J declared losses. Out of the 6. United States-

owned firms importing and <;listributing films inViet-~, 2 , 
.. . - ­

filed no income tax declarations, one declared a profit, and 

J declared losses. 

These losses on the part of United States film importers 

are attributable to the irregular arrangement by which the· 

films are imported. It is the practice for United States 

film producers to establish an importing subsidi"I"Y in Viet-

Nam and to rent the films to the subsidiary for. 70 PEr ce:1t 

of the gross proceeds. The r"Jul t of this arrangemert is that 

all axpenses are deducted from the remaining .30 per e 3nt vf 

gross proceeds, which often results in a net operatin~ 10G8 
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and distributors are under-assessed.
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distributors, and producers, and the results obtained showed

a very low compliance score. In financial year 1957, only

one of the 9 Vietnamese film producers filed an income tax

return, while none of the 11 distributors filed a return.

Five out of the 10 importers and distributors filed income

tax returns, but 3 declared losses. Out of the 6. United States-

owned firms importing and distributing films in Viet-Nam, 2

filed no income tax declarations, one declared a profit, and

3 declared losses.

These losses on the part of United States film importers

are attributable to the irregular arrangement by which the

films are imported. It is the practice for United States

film producers to establish an importing subsidiary in Viet-

Nam and to rent the films to the subsidiary for 70 per cent

of the gross proceeds. The result of this arrangement is that

all expenses are deducted from the remaining 30 per cent of

gross proceeds, which often results in a net operating loss
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for the subsidiary. In turn, this means that often no income 

tax liability is incurred by the subsidia.:ry. For example, 

the Vietnamese subsidia.:ry of one large United States film 

producer had th'i! following operating statistics for the period 

September 1, 1957 to August 31, 1958: 

Gross income: 7,9l6,16l$VN 

Share paid to the head office in the U. S.: 5,435,602$VN 

Import duties: 1,735,215$VN 

General expenditures: 1,323,220$VN 

Amortization of film costs: 1,703,666$VN 

Loss: 60l,834$VN 

This procedure shruld not be pennitted for the deter­

mination of income tax liability. Net income for income tax 

purposes should be determined by subtracting all legitimate 

business expenses from gross income. One legitimate business 

expense should be the rental charge of the film, but the 

latter shruld not be determined on the basis of gross proceeds. 

The fact the. t foreign exchange rem! ttances represent a 

large percentage of the gross income of film importers suggests 

a base for the patente tax. These firms could be taxed on the 

basis of .7 per cent of their foreign exchange remittances in 
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lieu of both their existing basic and relltal value pLtente 

taxes. 

12. Taxpayer Observations 

Several businessmen were interviewed in order to obtain 

their reaction to the patente tax,and the result was uni­

versal and strong criticism. Some of the observations made 

were: 

(1) The patente is a stupid tax because it is be,sed 

only on external a,ppearance,s and the assessment is not change'i 

unless the business appears to be different to the assessor. 

For example, the patente will not be changed unless a 

businessman introduces a new wachine or installs air condition­

ing. This is arbitrary and works against economic progress. 

(2) The patente is a partic~larlY oppressive burden on 

small businessmen, while with large business it is tre income 

tax which weighS heavily. 

(3) The patente tax should be varied from year t.o year 

according to business conditions. When t.he level of busi­

ness goes down, however, the patente tax remains the same. 

(4) The patente has no economic rationale. For example, 

a physiCian may pay a basic tcx of from £00 to 10,000$VN, 

while an insurance broker may be taxed only from 80 to 5,OOO$VN. 

(5) The patente tax schedules were developed when import 
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taxes are low. Now that they are higher, the sellers 

have to pay a patente levied on a much higher base, which 

reduces their margin of profit. 

In addition, one ringing denunciation of the patente tax 

was published in the Weekly Magazine of the Chamber of 

COll!l\erce, which referred to the tax as a feudal relic and 

maintained that the tax was arbitrary, that businessmen 

were not able to estimate their own tax lia,bilities, that the 

review committees were only a screen to protect the inequitable 

assessments of tax Dfficers, and that the tax was designed to 

,favor large corporations and penalize small businessmen. 9 

13 • S1llll!!l,!l.I'y 0 f previous Studies 

(1) Professor Lindholm's ProposalslO: Professor Lindholm's 

principal policy recommendation was tha,t an effort should be 

made toward substituting gross receipts as the base of the 

9Nguyen-Dong Xuu, "A Feudal Relic: The Patente Tax Code," 
Weekly Magazine, Chamber of Commerce of Saigon, No. 44, 

April 1$, 19.58, pp. 6-7 and 30. 

lOprofeesor Richard Lindholm was associated with the Michigan 
State University Advisory Group and USOM from 1955 to 1957, 
during which time his emphasis in research was central govern­
ment taxation. The above summary of his patente tax proposals 
was prepa,red from Analysis of Vietnam's Tax System and 
Recommendation, United States Operations Mission, Vietnam, 
1956, Part IX, pp. 18-23. 
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patente tax with a uniform rate for all types of businesses. 

Suggested administrative improvanents were: (a) consolidation 

of assessment and collection in one office; (b) the mailing 

of assessment notices with instructions for payment by mail; 

(c) the use of IBM equi;:>ment for summarizing patente tax 

records and mailing assessment notices; and (d) the central­

ization of all patente tax records for Viet-Nam in one 

office. 

(2) 	 Professor Cole's Proposalsll , Professor Cole recommended a 

business receipts tax to replace the patente and various other 

provincial and local taxes on specific types of businesses. 

This business receipts tax would actually have three bases 

and three rates depending on the adequacy of accounting 

records of the various businesses. Businesses which maintain 

reliable accounting records would be taxed on the basis of 

value-added, while all other businesses would be subject to 

taxation on the basis of gross receipts. Gross receipts, in 

turn would be determined either from actual business records 

or would be estimated if no records existed. It is Professor 

Ilprofessor David Cole was a consultant with the Miclugan State 
University Group from 1955 to 1957, during which time he under­
took extensive research on provincial and village +~ation. 
His recommendations have been summarized from a Ph. D. 
Dissertation submitted to the University of Michigan. 
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Cole's hope that eventuallY all businesses would be taxed 

on the basis of value-added when accounting techniques would 

be improved in the business sector. 

The type ov value-added tax recommended would penni t a 

deduction for both current and capital purchases during the 

reporting period. Any excess of expenditures over gross 

receipts could be carried forward for deduction in succeeding 

periods. 

The recommended rates of the three taxes are 6 per cent 

on value-added, 4 per cent on estimated gross receipts, and 

3 per cent on actual gross receipts. Income from the busi­

ness receipts tax would be divided equally between the 

national government and the province or prefecture in which 

the main office of the taxpaying business is located. 

Professor Cole's recommendation for a business receipts 

tax based on value-added is part of his over-all program to 

impose a basic 6 per cent tax on most of the net national 

product originating outside of the governmental sector. 

There is already in Viet-Nam a 6 per cent production tax, 

borne mostly by manufacturing. Professor Cole would extend 

this tax burden in the form of a value-added tax to agricultural 

production, property income, and commercial business. 

-~-
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Part III - RECONJ.lENDAnONS 

1. Prologue 

Nominally and legally in Viet4,am, the patente is defined 

as a license levied for the privilege of being allowed to 

engage in a business, trade, 0r professiun. Also, twcpayerc 

haNe a tendency to construe the payment (f the pE,t"n1 e as a 

prerequisite for operating a business. ;'espite thes, charact'1'­

istics of the patente, however, the levy is more in • he 

nature of a tax than a licensb. In the J.exj con of t, xatio!1; 

a license is used for regulatory purpose;; (hunting, :'ishing; 

automobile licenses, etc.) and there is usuE.lly e,Te: aticn9l'ip 

between the payment for a license and a part.icular s{ rvice 

rendered by the government for the grant('e c f the li,ens6. 

Neither of these cha.racteristics of a licen"e are apl'arent in 

the case of the patente. Instead, the patente has tl e basic 

characteristics of a general tax on business because the levy 

has broad application, regulation is not involved in the 

assessment or collection of the levy, and revenues are used 

for general fund purposes. Thus, the patente should be 

evaluated as a busine:::s tax r,"ther than as a license" 

The patente'has two components, a basic tax and a rental 

value tax, and research in this report has demonstrated that 
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both of theee elements have serious shortcomings as rational 

a.nd equitable bases for a businees tax. Apart from certain 

exceptions like government suppliers and particular businesses 

listed in Table C of the Fiscal Code, the ba.sic tax is levied 

partly on the basis of external indications of capacity to 

pay, such as location and outward appearance of profitability. 

As a. result, basic tax assessments have scant relationship to 

any rational criteria of ability to pay such as gross or net 

income. On the other hand, rental value as a base for the 

tax deserves no better rating, for this base is corrupted by 

the existence of key rents. 

The conclusion is warranted, therei"ore, that the tax is 

uneven in application and is too crude an instl'\llllent of taxation 

for a mod.ern and progressive tax system. But inadequate as 

the patents tax ie, the present does not appear to be the 

propitious time for its elimination. The General DirectoI'l\.te 

of Taxation would appear to have higher priorities for tax 

reform in rationalizing the system of income and land taxation, 

instituting such administrative reforms as withholding and 

current payment of the income tax, the develoruent of a 

collection division for direct taxes, and removing some of 

the more serious faults in the fields of indirect taxes and 

excises. All of these reforms will take time and much effort. 
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Perhaps it will be several years befor8 it will be possible 

to replace the patente ~lith a better business tax. 

In the P.l6antime, the need to retain the patente for the 

short run may be justified on the grounds that even a bad tax 

has some compensations. One consideration is that Viet-Nam 

has such a severe need for tax revenues that any productive 

tax has some value. Moreover, the patente has an unusually 

good comPliance score, it is a familiar if not popular tax, 

and it is probably the only way to exact a benefit-received 

payment from small businessmen ,,110 presently maintain inade­

quate records for the assessment of a more rational tax. 

Because the patents should be eliminated as soon as it 

is practicable, no basic and comprehensive reforms are recommended 

in this report. On the other hand, tiecause it is desirable 

to retain the tax in the short run, which may be several years, 

it appears worthwhile to rerrNve some of the more serious 

statutory and administrative shortcomings. The recommendations 

listed below represent temporary improvements for the dual 

purposes of making the patente more productive of revenue 

and removing some of the more glaring inequalities in 

assessment. 

2. Specific Recomm8ndations 

(1) In prinCiple, neither subsidy to privatE: ownership by the 

government, nor public ownership in whole or in part, should 
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constitute an entitlement to patente tax exemption. lmplemea­

tation of this recommendation would mean a full taxable 

status for subsidized hotels, government-owned bus companies, 

and manufacturing finns partly or wholly owned by the Govern­

ment. 

(I) The base of the patente tax should be broadened by 

removing the present exemptions to the following groups: 

(a) private schools operated for profit; (b) owners of 

mines; (c) landlords of unfurnished rocms, apartments, and 

houses; (d) corporations or individuals undertaking the 

development of low-cost housing projects} (e) private clubs 

operating restaurants and bars; (f) owners of horse-drawn 

carts and taxis} and (g) publishers of newspapers and maga­

zines. 

(3) The patente tax code should be revised by the insertion 

of the follOwing amendment: "Notwithstanding any maxima basic 

tax ceilings designated in the patente tax code for particular 

industries, a maximum basic tax assessnent may be levied up 

to 200,()Q($VN on any business undertaking considered to be 

unusually large by the General Directorate of Taxation. These 

large busines~es include, but are not limited to, the following: 

(a) manufacturing and industrial enterpriaes; (b) trans­

portation facilities and travel agencies; (c) financial and 
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insurance companies; (d) automobile dealers; (e) exporters 

and importers; and (f) printing firms ,II 

(4) The present system of taxing i~porters on the basis of 

working capital should be abandoned and should be replaced by 

a tax of one per cent levied on the amount of foreign 

exchange allocated. This recGmmended rate of one per cent for 

importers is higher than the present rate of .7 per cent 

applicable to government suppliers because the tax on importers 

would be based on cost of goods rather than on gross income. 

No distinction in the tax rate should be made between individual 

proprietors and corporations. Also, the patente tax on 

importers should be wi~~eld by the Government at the time 

when foreign exchange is allocated. No general increase in 

the patente tax is recommended for exporters on the grounds 

that this industry should be encouraged by a relatively 

light tax burden. 

(5) The exemption of 5,OOO$VN for government suppliers 

should be eliminate~ and the patente tax for these finns 

should be withheld by the Government at the time th,.t 

suppliers are paid. 

(6) Jinporters of motion picture films should be ta:ed at 

the rate of .7 per cent of their foreign exchange r'mittances 

in lieu of both their existing basic and rental Va11.8 pc.tente 

taxes. 
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(7) Current collection on an installment basis should be 

inetituted, with quarterly payments of the patente tax due 

in January, April, July, and October. Pa;yments for January . 

and April may be based on one-quarter of the previous year's 

total assessment with adjustments for refunds or additional 

payments being made in July and October. 

(8) All collections should be made by the General Directorate 

of Taxation instead of by the General Treasury. 

(9) The patente tax review committees should review the pro­

tests of taxpayers after the tax rolls have been comple>ted 

and made available to the public rather than have the 

committees bficome involved in the detail of making assess­ • 

ments. 

(lO) Administration of the patente tax would be improved by 

cooperation between the patente tax bureau and the property 

and incane tax bureaus. 

(11) 	 In the IBM processing of the patente tax roll, assessments 

should be classified by categories of business. 

(12) 	 The General Directorate of Taxation should make an effort 

to obtain all information for enforcement purposes from the 

Prefecture of Saigon-Gholon and various central government 

departments which is provided for in Article 48 of the Fiscal 

Code. 
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of Taxation instead of by the General Treasury. 

(9) The patente tax review committees should review the pro­

tests of taxpayers after the tax rolls have been cOlllpll!>ted 

and made available to the public rather than have the 

committees become involved in the detail of making assess­

ments. 

(lO) Administration of the patente tax would be improved by 

coopera.tion between the patente tax bureau and the property 

and incane tax bureaus. 

(ll) In the IBM prooessing of the patente tax roll, assessments 

should be classified by categories of business. 

(12) The General Directorate of Taxation should make an effort 

to obtain all information for enforcement purposes from the 

Prefeoture of Saigon-Gholon and various central government 

departments Which is provided for in Article 48 of the Fiscal 

Code. 
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(7)Currentcollectiononaninstallmentbasisshouldbe

instituted,withquarterlypaymentsofthepatentetaxdue

inJanuary,April,July,andOctober.PaymentsforJanuary

andAprilmaybebasedonone-quarterofthepreviousyear's

totalassessmentwithadjustmentsforrefundsoradditional

paymentsbeingmadeinJulyandOctober.

(8)AllcollectionsshouldbemadebytheGeneralDirectorate

ofTaxationinsteadofbytheGeneralTreasury.

(9)Thepatentetaxreviewcommitteesshouldreviewthepro--

testsoftaxpayersafterthetaxrollshavebeencompleted

andmadeavailabletothepublicratherthanhavethe

committeesbecomeinvolvedinthedetailofmakingassess-

ments.

(10)Administrationofthepatentetaxwouldbeimprovedby

cooperationbetweenthepatentetaxbureauandtheproperty

andincometaxbureaus.

(11)IntheIBMprocessingofthepatentetaxroll,assessments

shouldbeclassifiedbycategoriesofbusiness.

(12)TheGeneralDirectorateofTaxationshouldmakeaneffort

toobtainallinformationforenforcementpurposesfromthe

PrefectureofSaigon-Cholonandvariouscentralgovernment

departmentswhichisprovidedforinArticle48oftheFiscal

Code.



-100­

Appendix A 

Basic Tax Rates for a Representative 


Group of Businesses from(T~ble B 

of the Fiscal Code 1; 


Business Activity 

ArChitect 
Lawyer 
Physician 
Veterinary doctor 
Piano tuner 
Carpenter 
Insurance agent or broker 
Travel agency 
Air travel agency 
Advertising agency 
Barber shop for men 
Barber shop for men and women 
or for women only 
Beauty parlor 
Jeweler 
Butcher 
Baker 
Grocer 
Clothing store 
Tavern keeper or bar 
Restaurant 
Commercial bank 
Large hotel 
Automobile agency 
Theater 
Manufacturer of matches 
Manufacturer of bottles 
Manufacturer of shoes 
Manufacturer oS bricks and tiles 

_Ba_s_i_c _Tax_ :.::='" 
300 ­
600 ­
800 ­
180 ­

50 ­
60 ­
80 ­

160 ­
1,600 ­

80 ­
40 ­

80 ­
50 ­

500 ­
80 ­

160 ­
40 ­

300 ­
160 ­
160 ­

3,000 ­
1,400 ­

600 ­
300 ­

1,000 ­
100 ­
200 ­
200 ­

6,OOO$VN 
10,000$VN 
10,000$VN 

2,500$VN 
300$VN 

2,000$VN 
5,000$VN 
2,000$VN 

30,OOO$VN 
5,OOO$VN 
2,OOO$VN 

2,000$VN 
1,000$VN 

20, OOO$VN 
4,000$VN 

. 2,500$VN 
10,OOO$VN 

3,OOO$VN 
3,000$VN 

16,OOO:;P'VN 
lOO,OOO$VN 
25,000$VN 
25,OOO$VN 
10,000$VN 
45,OOO$VN 
2, OOO$VN 
:3, OOO$VN 

10,JOO$VN 

(l)Table B of the Fiscal Code lists 743 different types of 
business activities, each of which has a unique basic 
tax rate. The sample in the above Table has '~een selected 
in order to offer a few comparisons between s~ilar types 
of business activities. 
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Appendix A 
Basic Tax Rates for a Representative 

Group of Businesses from(T~ble B 
of the Fiscal Code I, 

Business Activity 

Architect 
Lawyer 
Physician 
Veterinary doctor 
Pia,no tuner 
Carpenter 
Insurance agent or broker 
Travel agency 
Air travel agency 
Advertising agency 
Barber shop for men 
Barber shop for men and women 
or for women only 
Beauty parlor 
Jeweler 
Butcher 
Baker 
Grocer 
Clothing store 
Tavern keeper or bar 
Restaurant 
Commercial bank 
Large hotel 
Automobile agency 
Theater 
Manufacturer of matches 
Manufa.cturer of bottles 
Manufacturer of shoes 
Hanufacturer of bricks and tiles 

300 -
600 -
800 -
180 -

50 -
60 -
SO -

160 -
1,600 -

80 -
40 -

6,000$VN 
10,000$VN 
10,OOO$VN 

2,500$VN 
300$VN 

2,000$VN 
5,000$VN 
2,OOO$VN 

30,OOO$VN 
5,OOO$VN 
2,000$VII 

80 - 2,000$VN 
50 - 1,000$VN 

500 - 20,000$VN 
80 - 4, OOO$VN 

160 - . 2,500$VN 
40 - 10,000$VN 

300 - 3,OOO$VN 
160 - 3,000$VN 
160 - l6,OOO$'1JN 

3,000 - lOO,OOO$VN 
1,400 - 25,000$VN 

600 - 25,OOO$VN 
300 - lO,OOO$VN 

1,000 - 45,OOO$VN 
100 - 2,OOO$VN 
200 - 3, OOO$VN 
200 - lO,JOO$VN 

(l)Table B of the Fiscal Code lists 743 different types of 
business activities, each of which has a unique basic 
tax rate. The sample in the above Ta':>le has '~een selected 
in order to offer a few comparisons between similar types 
of business activities. 
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Appendix A 
Basic Tax Rates for a Representative 

Group of Businesses from(T~ble B 
of the Fiscal Code I, 

Business Activity 

Architect 
Lawyer 
Physician 
Veterinary doctor 
Pia,no tuner 
Carpenter 
Insurance agent or broker 
Travel agency 
Air travel agency 
Advertising agency 
Barber shop for men 
Barber shop for men and women 
or for women only 
Beauty parlor 
Jeweler 
Butcher 
Baker 
Grocer 
Clothing store 
Tavern keeper or bar 
Restaurant 
Commercial bank 
Large hotel 
Automobile agency 
Theater 
Manufacturer of matches 
Manufa.cturer of bottles 
Manufacturer of shoes 
Hanufacturer of bricks and tiles 

300 -
600 -
800 -
180 -

50 -
60 -
SO -

160 -
1,600 -

80 -
40 -

6,000$VN 
10,000$VN 
10,OOO$VN 

2,500$VN 
300$VN 

2,000$VN 
5,000$VN 
2,OOO$VN 

30,OOO$VN 
5,OOO$VN 
2,000$VII 

80 - 2,000$VN 
50 - 1,000$VN 

500 - 20,000$VN 
80 - 4, OOO$VN 

160 - . 2,500$VN 
40 - 10,000$VN 

300 - 3,OOO$VN 
160 - 3,000$VN 
160 - l6,OOO$'1JN 

3,000 - lOO,OOO$VN 
1,400 - 25,000$VN 

600 - 25,OOO$VN 
300 - lO,OOO$VN 

1,000 - 45,OOO$VN 
100 - 2,OOO$VN 
200 - 3, OOO$VN 
200 - lO,JOO$VN 

(l)Table B of the Fiscal Code lists 743 different types of 
business activities, each of which has a unique basic 
tax rate. The sample in the above Ta':>le has '~een selected 
in order to offer a few comparisons between similar types 
of business activities. 
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Appendix A
Basic Tax Rates for a Representative
Group of Businesses from Table B

of the Fiscal Code (1)

Business Activity Basic Tax Rates

Architect 6,000$VN300 -
600 -Lawyer 10,000$VN

Physician 10,000$VN800 -

Veterinary doctor 180 - 2,500$VN
Piano tuner 300$VN50 -

2,000$VNCarpenter 60 -
Insurance agent or broker 5,000$VN80 -
Travel agency 160 - 2,000$VN

30,000$VN1,600 -Air travel agency
Advertising agency 5,000$VN80 -
Barber shop for men 40 -

2,000$VN
Barber shop for men and women

2,000$VNor for women only 80 -

1,000$VNBeauty parlor 50 -

500 - 20,000$VNJeweler
80 - 4,000$VNButcher

160 - : 2,500$VNBaker
40 - 10,000$VNGrocer

Clothing store 300 - 3,000$VN
Tavern keeper or bar 160 - 3,000$VN
Restaurant 160 - 16,000$VN
Commercial bank 3,000 - 100,000$VN
Large hotel 1,400 - 25,000$VN

600 - 25,000$VNAutomobile agency
Theater 300 - 10,000$VN
Manufacturer of matches 1,000 - 45,000$VN
Manufacturer of bottles 100 - 2,000$VN
Manufacturer of shoes 200 - 3,000$VN
Manufacturer of bricks and tiles 200 - 10,000$VN

(1) Table B of the Fiscal Code lists 743 different types of
business activities, each of which has a unique basic
tax rate. The sample in the above Table has been selected
in order to offer a few comparisons between similar types
of business activities.
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Appendix B 
Basic Tax Rates for a Representative 

Group of Businesses f~ Table C 
of the Fiscal Code\l) 

Business Activity 

Manufacturer' of alcohol 

Alcohol wholesaler or 
reta:Uer 

Taxis a.nd buses 
Mot!>r-eycloa 
Lessor or owner of pedicabs 
Contractor of public works 

Contractor of publio 
services 

Manufacturer "f salt 
Soap factory 
Sugar factory 

Mechanical weaving' 
Handweaving 
Horee-drawn carriages 

Forest products 

Owner and tapper of trees 

~ Tax Rate 

3$VN per hectolitre of pure alcohol 
manufactured during thr previous 
year. 
5$VN per hectolitre of al.cohol 
sold during the previous yrar 
10$VN per horsepower 
30$VN each 
20$VN each 
Basic tax of 500$VN with additional 
tax of .7$VN per lOO$VN after dedu­
ction of an exemption of 5,OOO$VN 
2.25$VN per lCJ$VN of public 
services 
lC4VN per ton 
1O$VN fOr hectolitre of capaoity 
3O$VN for each horsepower of 
equipnent 
lOO$VN per loom 
3O$VN per loom 
15$VN for each one-i1orse carriage 
and 2O$VN for eaoh two-i1orse oarriage 
.6$VN per lOO$VN of the value of the 
product 
3$VN per lOO$VN of the value of 
tapped products 

(l)Table C of the Fiscal Code lists 25 different types of 
business aotivities whioh are taxed wi thout minima and 
maxima basic tax ranges. The sample in the above Table 
has been selected in order to present the more impor­
t~t business activities. 
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Appendix B 
Basic Tax Rates for a Representative 

Group of Businesses f~ Table C 
of the Fiscal Codell) 

Business Activity 

M!mut'acturer" of alcohol 

Alcohol wholesaler or 
reta.iler 

Taxis and buses 
Mowr-cyclos 
Lessor or owner of pedicabs 
Contractor of public works 

Contractor of publio 
services 

Manufacturer "If salt 
Soap factory 
Sugar faotory 

Mechanical weaving"' 
Handweaving 
Horse-drawn carriages 

Forest products 

Owner and tapper of trees 

Basic Tax ~ 

3$VN per hectolitre of pure alcohol 
manufactured during th,. previous 
year. 
5$VN per hectolitre of alcohol 
sold during the previous yrar 
10$VN per horsepower 
30$VN each 
20$VN each 
Basic tax of 500$VN with additional 
tax of .7$VN per lOO$VN after dedu­
ction of an exemption of 5,OOO$VN 
2.25$VN per lCC$VN of public 
servioes 
10$VN per ton 
10$VN for hectolitre of oapacity 
3O$VN for each horsepower of 
equi IJIlent 
lOO$VN per loom 
3ot>VN per loom 
15$VN for each one-horse carriage 
and 2O$VN for each two-horse carriage 
.6$VN per lOO$VN of the value of the 
product 
3$VN per lOO$VN of the value of 
tapped products 

(l)Table C of the Fiscal Code lists 25 different types of 
business activities which are taxed w.!. thout minima and 
maxima basic tax ranges. The sample in the above Table 
has been selected in order to present the more impor­
t~t business activities. 
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Appendix B 
Basic Tax Rates for a Representative 

Group of Businesses f~ Table C 
of the Fiscal Codell) 

Business Activity 

M!mut'acturer" of alcohol 

Alcohol wholesaler or 
reta.iler 

Taxis and buses 
Mowr-cyclos 
Lessor or owner of pedicabs 
Contractor of public works 

Contractor of publio 
services 

Manufacturer "If salt 
Soap factory 
Sugar faotory 

Mechanical weaving"' 
Handweaving 
Horse-drawn carriages 

Forest products 

Owner and tapper of trees 

Basic Tax ~ 

3$VN per hectolitre of pure alcohol 
manufactured during th,. previous 
year. 
5$VN per hectolitre of alcohol 
sold during the previous yrar 
10$VN per horsepower 
30$VN each 
20$VN each 
Basic tax of 500$VN with additional 
tax of .7$VN per lOO$VN after dedu­
ction of an exemption of 5,OOO$VN 
2.25$VN per lCC$VN of public 
servioes 
10$VN per ton 
10$VN for hectolitre of oapacity 
3O$VN for each horsepower of 
equi IJIlent 
lOO$VN per loom 
3ot>VN per loom 
15$VN for each one-horse carriage 
and 2O$VN for each two-horse carriage 
.6$VN per lOO$VN of the value of the 
product 
3$VN per lOO$VN of the value of 
tapped products 

(l)Table C of the Fiscal Code lists 25 different types of 
business activities which are taxed w.!. thout minima and 
maxima basic tax ranges. The sample in the above Table 
has been selected in order to present the more impor­
t~t business activities. -101-

AppendixB
BasicTaxRatesforaRepresentative
GroupofBusinessesfromTableC

(1) oftheFiscalCode

BusinessActivityBasicTaxRate

3$VNperhectolitreofpurealcohol Manufacturerofalcohol
manufacturedduringthrprevious
year.

Alcoholwholesaleror5$VNperhectolitreofalcohol
retailersoldduringthepreviousyrar

Taxisandbuses10$VNperhorsepower
30$VNeach Motor-cyclos

Lessororownerofpedicabs20$VNeach
ContractorofpublicworksBasictaxof500$VNwithadditional

taxof.7$VNper100$VNafterdedu-
ctionofanexemptionof5,000$VN

Contractorofpublic2.25$VNper1COSVNofpublic
servicesservices

Manufacturerofsalt10$VNperton
10$VNforhectolitreofcapacity Soapfactory

Sugarfactory30$VNforeachhorsepowerof
equipment
100$VNperloom Mechanicalweaving
30$VNperloom Handweaving
15$VNforeachone-horsecarriage Horse-drawncarriages
and20$VNforeachtwo-horsecarriage
.6$VNper100$VNofthevalueofthe Forestproducts
product
3$VNper100$VNofthevalueof Ownerandtapperoftrees

tappedproducts

(1)
TableCoftheFiscalCodelists25differenttypesof
businessactivitieswhicharetaxedwithoutminimaand
maximabasictaxranges.ThesampleintheaboveTable
hasbeenselectedinordertopresentthemoreimpor-
tantbusinessactivities.
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Appendix C 

Schedule of Basic Taxes and Rates for the 


Rental Value Tax from Table A of the 

. Fiscal Code 

Category:. Class 

I 
2 
3 
4 

First 	 5 
6 
7 
B 
99 

I 
, '<. 2 

3 
4 

Second 	 5 
6 
7 
B 
9 

1 
"-
3 
4 

Third 5 
'6 

7 
B 
9 

.Basic Tax 
($VN) 

100,000 
75,000 
60,000 
)~:,.ooo 

45,000 
40,000 
35,000 
30,000'; 
25,000 

20,000 
IB,OOO 
16,000 
14,000 
12,000 
11,000 
10,000 

9,000 
B,OOO 

7,000 
6,000 
5,000 
4,500 
4,000 
3,500 
3,000 
2,500 
2,000 

Rates for the Rental 
Value Tax 

(Per Cent) 

10 per cent-

B per cent 

6 per cent 
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Appendix C 
Schedule of Basic Taxes and Rates for the 

Rental Value Tax from Table A of the 
. Fiscal Code 

Category:. Class .Basic Tax 
($VN) 

Rates for the Rental 
Value Tax 

First 

, '<. 

Second 

Third 

I 
2 
3 
4 
5 
6 
7 
B 
99 

I 
2 
3 
4 
5 
6 
7 
B 
9 

1 
" -
3 
4 
5 

'6 
7 
B 
9 

100,000 
75,000 
60,000 
)~:,.ooo 

45,000 
40,000 
35,000 
30,000'; 
25,000 

20,000 
IB,OOO 
16,000 
14,000 
12,000 
11,000 
10,000 

9,000 
B,OOO 

7,000 
6,000 
5,000 
4,500 
4,000 
3,500 
3,000 
2,500 
2,000 

(Per Cent) 

10 per cent-

B per cent 

6 per cent 
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Appendix C 
Schedule of Basic Taxes and Rates for the 

Rental Value Tax from Table A of the 
. Fiscal Code 

Category:. Class .Basic Tax 
($VN) 

Rates for the Rental 
Value Tax 

First 

, '<. 

Second 

Third 

I 
2 
3 
4 
5 
6 
7 
B 
99 

I 
2 
3 
4 
5 
6 
7 
B 
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1 
" -
3 
4 
5 

'6 
7 
B 
9 

100,000 
75,000 
60,000 
)~:,.ooo 

45,000 
40,000 
35,000 
30,000'; 
25,000 

20,000 
IB,OOO 
16,000 
14,000 
12,000 
11,000 
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9,000 
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7,000 
6,000 
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4,500 
4,000 
3,500 
3,000 
2,500 
2,000 

(Per Cent) 

10 per cent-

B per cent 

6 per cent 
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Appendix C
Schedule of Basic Taxes and Rates for the

Rental Value Tax from Table A of the
Fiscal Code

Rates for the Rental
Category Basic Tax Value TaxClass

($VN) (Per Cent)

100,0001
2 75,000

60,0003
50,0004

10 per centFirst 45,0005
6 40,000

35,0007
30,0008
25,00099

20,0001

18,0002
16,0003
14,0004
12,000 8 per centSecond 5

6 11,000
10,0007
9,0008

9 8,000

7,0001
6,0002
5,0003
4,5004

6 per cent4,0005Third
6 3,500

3,0007
2,5008
2,0009



Ca.tegory Class 

1 

2 

3 

4 


. Fourth 	 5 

6 

7 

8 

9 


1 

2 

3 

4 


Fifth 5 

.6 

7 

8 

9 


1 

2 

3 

4 


Sixth 5 

6 

7 

8 

9 
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Appendix C (Continued) 

Rata for the Rental 

Basic Tax Value Tax 


($VN) (Per Cent) 


1,000 

1,600 

1,400 

1,200 

1.000 	 5 pe.' cent 

900 

800 

700 

600 


500 

450 

400 

350 

300 4 per cent 

250 

220 

200 

180 


160 

140 

12') 

100 


80 3 per cent 

60 

50 

40 

30 


• 
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Appendix C (Continued) 

Rate. for the Rental 
Category Clasa Basic Tax Value Tax 

($VN) (Per Cent) 

1 1,000 
2 1,600 
3 1,400 
4 1,200 

. Fourth 5 1,000 5 pe_' cent 
6 900 
7 800 
8 700 
9 600 

1 500 
2 450 
3 400 
4 350 

Fifth 5 300 4 per cent 
.6 250 
7 220 
8 200 
9 180 

1 160 
2 140 
3 12') 
4 100 

Sixth 5 80 3 per cent 
6 60 
7 50 
8 40 
9 30 

• 
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Appendix C (Continued) 

Rate. for the Rental 
Category Clasa Basic Tax Value Tax 

($VN) (Per Cent) 

1 1,000 
2 1,600 
3 1,400 
4 1,200 

. Fourth 5 1,000 5 pe_' cent 
6 900 
7 800 
8 700 
9 600 

1 500 
2 450 
3 400 
4 350 

Fifth 5 300 4 per cent 
.6 250 
7 220 
8 200 
9 180 

1 160 
2 140 
3 12') 
4 100 

Sixth 5 80 3 per cent 
6 60 
7 50 
8 40 
9 30 

• 

-103-

AppendixC(Continued)

RatefortheRental
BasicTaxValueTax Class Category

(PerCent) ($VN)

1,800 1
1,600 2
1,400 3
1,200 4

5pe.cent 1,000 5 Fourth
6900

800 7
700 8
600 9

500 1
2450

400 3
350 4

4 300percent Fifth5
6250

220 7
200 8
180 9

160 1
140 2

3120
100 4

3percent Sixth80 5
60 6
50 7

840
30 9
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Appendix D 
Actual Percentage Increases of Central Government Pctente 

Tax Levied by Provinces and Villages in 1958 

Provinces Provincial Percentages Y.ll:.:l:i ge Percentaf~ 

South Viet-Nam 
An-Giang 100 ­
An Xuyen 100 
Bien""Hoa 100 
Binh Duong 100 100 
Binh Tuy 100 50 
Binh Long 100 
Ba Xuyen 100 100 
Gia-Dinh 100 100 
Dinh-Tuong 100 100 
Kien-Giang 100 
Kien""Hoa 100 100 
Kien-Phong 100 
Kien-Tuong 100 50 
Long-An 100 100 
Long-Khanh 100 100 
Phong-Dinh 100 100 
Phuoc-Long 100 100 
Phuoc-Tuy 100 100 
Tay-Ninh 100 
Vinh-Binh 100 100 
Vinh-Long 100 

Center Viet-Nam 
Binh-Dinh 100 
Binh-Thuan 100 50 
Khanh-Hoa 50 
Phu-Yen 100 50 
Quang-Nam 40 
Quang-Nga,i 100 
Quang-Tri 50 40 
Ninh-Thuan 100 
Thua-Thien 75 

Highlands 
Da1at 200 
Dar1ac 100 20 
Di Linh 100 50
?leiku 100 50 
Kontum 100 50 
Prefecture of Saigon-Gho1on 200 
Munieipali ty of Danang 100 

Source: General Directora,te of Taxation 
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Appendix D 
Actual Percentage Increases of Central Government Pctente 

Tax LeVied by Provinces and Villages in 1958 

Provinces 

South Viet-Nam 
An-Giang 
An Xuyen 
Bien-Hoa 
Binh Duong 
Binh Tuy 
Binh Long 
Ba Xuyen 
Gia-Dinh 
Dinh-Tuong 
Kien-Giang 
Kien-Hoa 
Kien-Phong 
Kien-Tuong 
Long-An 
Long-lThanh 
Phong-Dinh 
Phuoc-Long 
Phuoc-Tuy 
Tay-Ninh 
Vinh-Binh 
Vinh-Long 

Center Viet-Nam 
Binh-Dinh 
Binh-Thuan 
Khanh-Hoa 
Phu-Yen 
Quang-Nam 
Quang-Nga,i 
Quang-Tri 
Ninh-Thuan 
Thua-Thien 

Highlands 

Provincial Percentages 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

100 
100 

50 
100 
40 

100 
50 

100 
75 

Dalat 200 
Darlac 100 
Di Linh 100 
Pleiku 100 
Kontum 100 
Prefecture of Saigon-Gholon 200 
Muni ci pall ty of Danang 100 

Source: General Directora,te of Taxation 

~ge PercentaF~ 

-' 
100 

50 

100 
100 
100 

100 

50 
100 
100 
100 
100 
100 

100 

50 

50 

40 

20 
50 
50 
50 
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Appendix D 
Actual Percentage Increases of Central Government Pctente 

Tax LeVied by Provinces and Villages in 1958 

Provinces 

South Viet-Nam 
An-Giang 
An Xuyen 
Bien-Hoa 
Binh Duong 
Binh Tuy 
Binh Long 
Ba Xuyen 
Gia-Dinh 
Dinh-Tuong 
Kien-Giang 
Kien-Hoa 
Kien-Phong 
Kien-Tuong 
Long-An 
Long-lThanh 
Phong-Dinh 
Phuoc-Long 
Phuoc-Tuy 
Tay-Ninh 
Vinh-Binh 
Vinh-Long 

Center Viet-Nam 
Binh-Dinh 
Binh-Thuan 
Khanh-Hoa 
Phu-Yen 
Quang-Nam 
Quang-Nga,i 
Quang-Tri 
Ninh-Thuan 
Thua-Thien 

Highlands 

Provincial Percentages 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

100 
100 

50 
100 
40 

100 
50 

100 
75 

Dalat 200 
Darlac 100 
Di Linh 100 
Pleiku 100 
Kontum 100 
Prefecture of Saigon-Gholon 200 
Muni ci pall ty of Danang 100 

Source: General Directora,te of Taxation 
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Appendix D
Actual Percentage Increases of Central Government Patente

Tax Levied by Provinces and Villages in 1958

Provinces Village PercentagesProvincial Percentages

South Viet-Nam
An-Giang 100
An Xuyen 100 -
Bien-Hoa 100 -
Binh Duong 100 100
Binh Tuy 100 50
Binh Long 100 -
Ba Xuyen 100 100
Gia-Dinh 100100
Dinh-Tuong 100 100
Kien-Giang 100 -
Kien-Hoa 100100
Kien-Phong 100 -

Kien-Tuong 100 50
100Long-An 100

Long-Khanh 100100
Phong-Dinh 100 100
Phuoc-Long 100 100
Phuoc-Tuy 100100
Tay-Ninh 100 -
Vinh-Binh 100100
Vinh-Long 100 -

Center Viet-Nam
Binh-Dinh 100 -
Binh-Thuan 100 50
Khanh-Hoa 50 -

Phu-Yen 100 50
Quang-Nam 40 -
Quang-Ngai 100 -
Quang-Tri 50 40
Ninh-Thuan 100 -
Thua-Thien 75 -

Highlands
Dalat 200 -
Darlac 100 20
Di Linh 100 50
Pleiku 100 50
Kontum 100 50
Prefecture of Saigon-Cholon 200 -

Municipality of Danang 100 -

Source: General Directorate of Taxation
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