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INTRODUCTION

This report on the taxation of real property in Viet-Nam is
the second in a series, following an earlier one on the system of
taxing income. Present plans are to continue research on tax policy
and the,administrétion of particular central government taxes; and
issue individual reports on each tax, At a latef time, the several
reports will be integrated into a single document.

Real propgrty faxation in Viet-Nam is particularly difficult
to deseribe and analyze. In the first instance, the property tax
system departs sharply from Western practice, so research involves
delving into the strange rather than the familiar. Secondly, there
are serious gaps in the avallable information, not only of a
qpantita£ive nature, but also with respect to the legal application
of the tax. The reason for this is that the legal basis of the tax
is derived from a Fiscal Code, numerous uncodified decrees and arrétés,
as well as administrative regulations. '

Among the majdr taxes used in Viet-Nam, the tax on real property
is probably more in need of rehabilitation than.any other levy. The
tax breaks the canons of éqpity, convenience, productiyity,"éha neutral -
ity to an alaming degree. The basic law proﬁulgaﬁed in the Fiscal -
Code is structurally unsound and archalc, while special deorees and
arrétés have supplemented the law unevenlyf Weak zssessment and
colleétion, together with low rates, Havé resulted in the tax being a minor

source of revenus at all levels of government. Nothing less than a



major reform of the whole tax, together with its administration,
i needed, _

.And the tax is worthy of reform. .Although there are certain
philosophical weaknesses with respect to the taxation of real
property, the fact reamins that it is a better tax than prinoipai
alternatives aveilable. In the present stage of Viet;Nam'a develop~
ment, the evolutlon of a productive system of taxing income will be
a gradual proceés. In the mesntime, reliance must be placed on
other sources.of revenue. Among these other sources, the texation
of real property has a-stronger Justification than maﬁy of the in-
direct taxes which impede economic growth and are largely borne by
low income groups. In other words, real property taxation can serve
28 a second line of defense between a productively weak income tax
system and the tax Wilderness‘bf import dutles and sundry taxes on
produotioh and exchange, It 1s a tex that must be developed if
.Viet—Nam'is to close the gap between its budgetary needs and its

prosent tax rescurces.



1.

3

PART 1 - DESORIPTION
An Overview of the System

For an observer unfamiliar with the history and institutions of
real property taxation in Viet-Nam, it.is quiet easy to become lost
in a maze of rates end classifications, with the result that it is
difficulf to see the forest for the trees. Consequently, it is desireble
at the outset to present a brief schematic outline of the general

picture before entering into the ﬂéchnical intricacies of the property

~ tax system.

There are three important-baaic'characteristica of the Vietnamese
system of taxing real property: (1) The tex is primarily & central
government gource of revenus, with other levels of government receiving
income based on percentage additions to the central government tex.

(2) Land is taxed a specific amount per square meter or per hectare
according to locational value or productive capacity, while buildings

are taxed on the basis of actual or estimated rental value. (3) Four
basic diatinctioné are made in the tax retes applicable to 1and'depend-
ing on whether it is located in an urben center, used for rice production,
used for mixed cultivatién, or borders a highway or street. Integrating |
these three bhasic characteristics'and adding some addltional detail

provides the followlng general picture:

- 1. Urban Centers:

(1) There are two schedules for classifying urban land, one for

ocoupied and the other for uhocoupied land. Each schedule has



II.

III.

a serles of tax rates. The schedule for occupied land is uniform

~ throughout Viet-Nam, but the schedule for unoecupied land varies

emong urban centers and the provinces.,

(2) ‘The tax on bulldings is uniform throughout Viet-Nam. It is 6

per cent of net rent, and net rent is 75 per cent of gross rent.

The tax 1s applicable to both rented and owner-occupied buildings.

(3) Prefecturés, provinees, and villages recelve percentage additions
of the total central government tax on land and bulldings, and these
percentage lncreases vary throughout Viet-Nem.

Rice Land: | |

(1) A1l rice land in Viet~Nam is classified according to one schedule,
which provides-a series of tax rates.

(2) Provinces and villagesreceive percentage additions of the total
central government tax on rice land,'with these increases varyiqg among

the proVinées.

(3) Bulldings on rice land are exempt if modeat and taxed on the basls

of rentel value if of permanent construction.

(4) The total land tax fbr all governments ls lnoreased by an agricul-

'tqral service tax.

Mixed Cg;tivaﬁiog: _
(1) Land used for other sgricultural purposes than the cultivation of

rice 1s classified according to three different schedﬁles, one each for

South Viet-Nam, Contral Viet-Nem, and the Highlands.

(2) Provinces and villages receive percentage additions of thg_total '



centrai government tax on land used for mixed cultivation, with these
increases varying among the provinces and being different than thqse
applicable to rice. land.
(3) Buildings are exempt if modest and taxed on the basis of rental
value if of permanent construotién.
(4). The fotal land tax for all governments is increased by an agricul~
tural service tax.
IV. Land Borde Highways and Strests:
(1) Land is classifiéd according to one schedule with a series of tax
rates applicable to all Viet-Nanm. ,
(2) Provinces and villages receive the same percentage increases of
the central government tax which are used in the case of taxing urban
centers. . |
(3) Bulldings are taxed on the basis of rental valuse.
<. Higtory of Real Property Taxation:

' As noted previously; a principal feature of the levy on land and
improvements 1s that it has been & shared tax among different levels ot
government during the period of modsrn taxation in Viet~Nam. When Viet-
Nam had three regional governments -- in the North, Central and South ~
the tax was a reglonal government levy, with an additional percentage of
the reglonal tax being added for the revenue needs of the e¢ities, provinces,
‘and villages, For example, in South Viet-Nam, the additional real property
tax for'Saigon might have been 200 per cemt of the reglonal tax, while a

" particular province might have receilved 1O per cent and a village 5 per eent



of the_regional tax. There was no uniformity in the rates of taxation
among the three regional governments, however, and there was élao no
uniformity in the additional percentage additlions to the basie regional
tax within a particular reglon. These percentage additions for each
province, city, and village wers determined by the Finance Directorate
of sach regional government, while assessments were undertaken at the
c¢ity and provincial levels. ‘ |
| Another basle feature of the land tax is that the rental value of
improvements has been used as a basis of assessing improvements on urbaﬁ
land, while both urban aﬁd.rural lands have been classified Into categorles
based on productive quality, with variable tax ratesfor differing qualities
of land. Before the new Fiscal Code was introduced in 1953, rental value |
a8 a basis of assessing improvements on the 1aﬁd wag used only in £he clties
of Saigon and Cholon, while the method of land c¢lassification based on:
productive and locatiﬁnal value differed among the three regional govermments.,
The Fiscal Code of 1953 extended rental value as a basis‘of taxation to all
urban centers throughout the three regional governments, and also provided
for a sténdardized,method of elassifying urban and rural land for all three
reglonal governments.

A further change'in the land tax resulted from the eliminatlon of
regional'govérnments. After the Geneva Agreement in 1954, the area to thel
South of thé 17th parallel comprised all of the former regional government
of South Viet-Nam, but only a portion of Central Viet-Nam. The land tax

continuéd to be a source of revenue for these two reglonal governments
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until Januvary 1, 1956, when the two governments ceased to exist, Afﬁer
January 1, 1956, the land tax became a central government ievy, with
.the-cities, provinces, and villages being given additional percentages
of the central govermment tax for their revenues needs. Also, on
January 1, 1956 the General Directorate of Taxation of the Central
Government was given the responsibility for all tax assessments in the
Republic of Viet-Nam (except for smsll agricultural holdings) instead
of having the assessments made by.either city authorities or chiefs

of provinces,

The Tax On Urben Lend And Improvements

(1) Classification of the land: In texing urban real estate, a basic
distinetion is made between the taxing of land and the improvements on
the land. Urban land is taxed at a specific amount per square meter

or hectare, wiﬁh variable tax rates depending on the value of the land
and whether it is ocoupled or unoccupied. Improvements are taied'oh

£he basis of rental value, which is legally the actual market rent in
the case of rentederpperty and estimated market rent fof owner=occupisd
: property. .

Gonsider¢ng firset the classification of ﬁrban land, the Fiscal Code
-makes provision for two sets of schedules for occupied and unoccupied
-ignd.' The schedule for classifying occupied urban land has five categories:
B58VN per square meter
LO$VN per square meter
254VN per square meter

«158VN per square meter
+O058VN per square meter

Super class
First class
Second class
Third c¢lass
Fourth class

e e wa e e

Provisions in the Fiscal Code for c¢lassifying unoccupied urban.land

-
are s
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are mofe extensive, Separate schedules are established for (a) Saigon~
Cholon; (b) a group pf specially designated 1afge towns in Central
Viet-Nam; (¢) urban centers, which ineludes smell towns and villages;
énd (d) other local property bordering highﬁays and stresets. These
schedules for classifying unoccupied urban land are assembled in

Table 1,

TABLE 1

Classifications and Tax Rates for Unoccupied
_ _ Urban Lend
A, Prefecture of Saigon-Cholont

First zone ' 1,04VN per square meter

Second zone .68VN per square meter

Third zone : 2BVN per square meter
Fourth zone :

~ Land with buildings 1. .$VN per square meter

'~ Gardens ,02 $VN per squars meter

~ Rice fields .006$VN per square meter

- Marei: - »0028VN per square meter

-

B, Hue - Tourane:

 First zone 2,000$VN per hsctars

Second zone : - 1,0004VN per hectere
Third zone " 500$VN per hectare
C. Quang=Tri == Dong-Ha == Hol=-An: |
First zone - 50084VN per hectars
Second zone | "~ 2003VN per hectare

D. Nha-Trang =-- Phan-Thist ~~ Phanw =~ Thap-Chams

First zone : ' 2, 5004V per hectare
Second gone - 1,0008VN per hectare
Third zone _ 5004VN per hectare



E. Urban Centers:

a. First Category:

First zone 2,0004VN per hectare
Second zone 1 OOO$VN per hectare
Third sone 500$VN per hectare
Fourth zone 2004VN per hectare
Fifth =one _ 100$VN per hectare

b. Second Category:

First zone ' 1,0004VN per hectare.

Second zone 56004VN per hectare
Third zone 2008VN per hectare
Fourth gcne 1004VN per hectare

¢. Third Category:

First zone _ | . 500$VN per hectare

Second zone 200§VN per hectare
Third zone _ ' 100$VN per heotare
F. Loc operty and villages other than Urban Centers:

a. DBordering a national, provincial '
or interprovincial highway 504VN per hectare

b. Bordering a.secondary road,
path or in the center of a villaget 304VN per hectare

Source: Ordinance No. 7 of April 13, 1953, prcmmlgating :
the National Code of Land Tax.

For Saigon-Cholon, and the specially designated large towns in Central
Viet-Nam listed in Tablé'l, the classification of both occﬁpied and
unéccupied urban land follews the designations in the Fiscal Code. For
example, all occupied urban land in Saigon-Cholon.is classified according
to the'occupiéd land tax scheduie, although in practice the fifth category
in ﬁhe schedule 1is not used, This fifth category is reserved for land

used fdf gardené; but no land in the city is considered eligible for this
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use. The greater proportion of occupied land in Saigon-Cholon is
classified either in the Super or Third.classes, and by inspection

of a land classification map, the proportion of land falling into

these two categories appears to be about two~thirds of all the land.

in the eity. In general, the classification of land in the city follows
the United States procedure of zoning; that is, large areas rather than
v individual properties are placed into particular categories. On the
other hand, unoccupied urban land in Saigon-Cholon may be classified
according to the first four zones indicated iﬁ fable 1., Similarly, the
speclally désignated large towns of Central Viet-Nam‘}isted in Table 1
classify urban land acéording to the occupled land tax schedule and the
applicable unoccupied land tax schedules indicated in Table 1.

In practice most of the land in Saigon-Cholon (and the same is
probably true of other urban centers) bears a tax following the ocoupled
rather.thah the unoccupied land classiflcation schedule. The reason for
this is that for each one-storied buiiding; land surroun&ing the building
to the extent of six times the area of the building is taxed as occupled
land, while only eny land in excess of this amount is taxed as unoccupled
land. For g bullding in excess of one story, nine times the area of the
building is taxed on the basis of the occupled land schedule and only the
remalnder is taxed according to the unoccupied rgtes.

One might expect that the tax rate in evéry zone would be elther
conéistently higher or lower for occupled land as compared to unoccupied

land, but such is not the case. By comparing the two schedules applicable
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to land in Shigon-Cholon, it may be seen that the tax rates on unoccupied
land are higher than thosefgccupied land for the first two zones, while ‘
for the third and fourth zones the rates on occupied land are higher than -
those on unoccupied land.

The classification of occupied and unoccupied urban land becomes
more complicéted for the other urban centers not specially designated in
Table 1. The reason for this is that speclal central government decress
require towns and villages to classify their occupied and unoccupied urban
land accdrding to certain categories listed in the Fiscal bode. For
example, a particular decree‘requires all occupled urban land in Fleiku
to be ;lasaified under the Fourth Class while all unoccupiéd land must
be olassified under the Third Zone of the Third Category in Table 1.

To add to thehodmplication, only partical information on these decreecs
1s available in the office of the General Directorate of Taxation in
Saigon. To completé the informatioﬁ, it would be necessary to contact
various district offices of the General Directorate of Taxation. The
importance of this date, however, did not ﬁppear to warrant the_time and
effort necessary to obtain the information.'.Table 2 has been pfepared in
order to summarize the avallability of informetion is this report on the
clessification of all urban land in Viet-Nem. | |

(2) Lang Reolaseification: Bxisting classifications are subject to

review and reclassification every three years. Any changas in the

classifiocation of land involve an area of a city or town rather than

individua.l parcels of land. These changes are reocommended by the
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TABLE 2

Avallability of Information on the Classification of
Occupied and Unoccupied Urban Land in Viet-Nam

South Viet~Nam

Occupied Urban Land _ Unoccupied Urban Land

1. Available for Saigon-~Cheolon 1. Available for Saigon-
Cholon from the Fiscal
Code

2., Decrees not avallable for
towns and villages 2. Assembled for towns and
villages in Appendix A

Cantral Viet-Nam

Occupied Urban Land ' Unoccupied Urban Land

1, Avallable for large towns : 1. Available for large
from the Fiscal Code towns from the Fiscal
o Code :

2, Decrees not available for ' 2., Decrees not available
other towns and villages for other towns and
| villages

Highlands

Occupied Urban Land Unoecupied Urban Land

1. Assembled for five urban 1. Assembled for five ur-
centers in Appendix B. _ ban centers in Appendix

' B.
2., Not avajlable for villages 2, Not avallable for

villages
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mayors in the case of cities and by the chiefs of provinces for towns and
villages. Then the recommendations are considered and approved by the
Minister of Finance. Any change in the classification of land has the forco
of law; there is no provision for appeal.

Some of the arbitrary bluntness in'land classification is removed by
the provision in the Fiscal Code which roquires the mayors and chiefs of‘
~ provinces to appoint an advisory committee at the time when reclassification
is under consideration. Apart from the requirement that one member of
this committes must be a landowner of the area, there are no other
restrictions on the number or representation of the committeec members.

In Saigon-Cholon, a reclassification of the land was made recently
for the three years 1958 to 1960 inclusive. The advisory commlttee
appointed by the mayor for this undertaking numbered about 12 members

and met on two occasions. In addition to the advice of this committoee,
‘the mayor consulted with the Cadastral Service and heads of particular
prefectural departments. The most significent result of the last re-

classification of land in Saigon-Cholon ﬁas to transfer a considerable
amount of land from First class to Super class.

(3) Taxﬁtion of Improvementst By comparison to the specific tax on

. land, the tax on improvements is based on net income.. Actual gross rent
(or estimated gross rent in the case of owner-occupied bﬁildings) is
first reduced by 25 per cent in order to obtain net rent, and then net
rent is taxed at 6 per cent. This amount is added to the land tax, and

the,aggreg&té represents revenue for the central government.
Grose rent estimates for the application of the tax on net rent

are based on deularafions forwarded by bwnera of property. Landlards
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are reguired to report actual rents received; while owners occupjing their
own buildlngs aré required to report estimated rental value. These reports
are required every three years, coincident with the reclassification of
land., The last time that these reports were reQuired to be forwarded ih
Saigon-Cholon was by January 31, 1958, but it is reported that more than
one-half of the owners did not forward the required reports. In the Y
absence of these declarations, estimated gross rents are based on previous
reports or on the basis of comparisons with other propertiecs for which

the rental values are known. Eéch taxable plece of property is supposed
to be visited every'three years in order to verify the information supplied
by landlords, but in practice this goal is not attained. For example, in -
Saigon~Cholon only about.three-fcurths of the estimated 25,000 properties
arc visited in gvery three~year period.

The Fiscal Cods provides for a seaond committee to advise the General
Directorate of Taxation on the determination of the rental value of
properties. This committee is appointed by the Minister of Finance every
three years, and the number and representation of 1ts members is determined
on the basis of recommendations By the General Director of Tﬁxation. lFor
the period 1958 to 1960, the cémmittee appointed for Salgon-Cholon is
‘composed of tha.Ghief of the'Land Tax Bureau, as chairman, one member from
the Cadastral Service of the Central Government, one representing the
Mayor of Sadgon, and two members representing landlords. This committee
in practice confines itself to advising the Chief of the Land Tax Bureau

on difficult individual cases of rental value assessment and to considering



15

appeals of particular taxpayers. During 1958, the committee met approx-
imately 35 times.
(4) Percentage Additions of the Central Government Taxs

The determination of the £otal central government tax on urbén land
follows two steps: the classification of a particular parcel of land in
order to determine the applicable land tax rate, and the computation of
the tax based on the rental value of the building. Following the deter-
mination of this total central government tax, the provinces, citiea,
towns, and villages are then permittedlto levy additicnal percentages of
the total central government tax. These additions are prescribed by the
central government in tﬁo ways. There are first maximum percentage
increases established for each reglon and urban center (See Appendix C),
and secondly, actual percentage additions are preseribed for each region
and urban center. (See Appendix D). It is not known why the central
government prescribes both maximum and actual percentage increases.

In addition té the percentage increases of the central govermment tax
ostablished for the revenue needs.of Saigon~Cholon, tﬁis clty has two
speclal charges based on net rent fof urbén services. (me 1s at the rate
of 6 per cénﬁ for garbage removal, while the other is 3 per cent of net -
rent fqr sewage. There is no garbage tax levied on unoccupied land, but

_there'is & Bewage tax of 20 per cent of the central govermment land tax,
These speclific charges for urban services are not uniform throughout Vietf
Nam and some cities do not have them.

 (5) Exemptions: Exemptions from the real property tax are classified into
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permanent and temporary. Permanent exemptions include: 1. buildings
used as offices by public edministrators; 2. Justice courts and tribunéls;
3. schools, libraries, and museums; L. town and village halls; 5. mili-
tary establishments; 6, jalls; 7. n8al estate belonging to réligicus
orgaenizations; 8. buildings belonging to institutions which are non-
profit’ and are devoted to serving the public¢ interest; 9. strew-covered
huts and other houses of light construction reposing directly on the
gfound; and 10, forelgn embassies.

Temporary examption of the tax for three years is extend to buildings'
or portions of buildings which were constructed to replace war damage,
provided that the buildings are to be used pfincipally for living quarters.
This exemption is not allowed if: 1. the reconstructed bullding is to be
used for a different purpose than previousely; 2. the new building is
different in construction from the old one; and 3. the owner has received
an allowance for war damage. _ |
(6) Total Tax Burdens: In recapitulation, the various‘taxes on urban
property in Salgon-Cholon may be summarized by means of an exampls. The
11lustration reférs to the usual case (at least with the more valuable
properties) in which both the land and the bulidings are'owned by the same
person, The building is agsumed to be located on 1,000 square metors of

land in the Super class, aﬁd the gross rent of 120,0004VN per anmm may
be viewed as elther the gross rent received by £$e owner from & tenant or
a8 the estimated rent'rqurted by an owner occupyling his own building.

In either case, for illustrative purposes it is assumed that the gross rent
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actually represents the real market rent. rThe various steps in calculating
the real ostate tax follow:

(1) Determination of the Tax on Land:

Ares, Rats
1,000 meters x JB54UN = 8504VN

(2) Determination of the Tax on Improvements:

Gross rent - 250/0 for Expenses x 6 per cent
120,0004VN - 30,0008VN  x 6 per cent = 5,400$VN

(3) Reel Estate Tax for the Central Government:

Land Tax + Improvements Tax
8508VN  +  5,4008VN = 6,2504VN

" (4) Real Bstate Tax for Saigon~Cholons

Central Government Tax x 2
& 2508VN 'x 2 =]2, 500$VN

(5) Garbage Removal Tax for Saigon-Cholon:

Net Rent x 6 per cent -
90,0004V x 6 per cent 5, HOO§VN

(6) Sewage Tax for Saigon~Cholont

Net Rent x 3 per cent - 5
90,0008VN x 3 per cent 2, TOCHYN

| Totel Tax: 26,8504VN

This totel tax of 26,8508VN represents a burden of 22.4 per cent
of the gross rent or 29.8 per cent of the net rent,

The caleulations become more compléx when the ownership of land
is sepérate from the ownaréhip of the buildingé; which is_ﬁften the
case inlslum areas. There are two possible'casés:. (1) If the owner

of the building actually pays rent for the use of the land, the owner
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of the land will pay total taxes followlng the above illustration, includ-"
ing speclal charges for garbage and sewage. In addition, the owner of the
bgilding must pay a tex on the estimated rental value of the building as
well as garbage and sewage charges based on this rental value. Thus, there
is & double charge for garbage and sewage in the case where there is separate
ownership of land and buildings as compared to when a taxpayer owns both

the lend and the building. (2) If the owner of the building does not

pay rent to the owner of the land, the land is considered to be unoccupied,.
and is texed according to the.unoccupied land tax schedule., In this case,
the owner of the land will pay 20 per cent of the central government land
tax as a sewage tax and.thefe will be no charge for garbage removal, while
the owner of the buillding will pay garbage and sewage chargea'based‘on

the estimated rental value of the building.

. However, tho tax retes noted above of 22,4 per cent of gross rent and
29.8 per cenﬁ of net rent are more nominal than real because of two
circumstances. As mentioned before, possibly as much as cne=-quarter to
one~third of the buildings in Saigon-Cholon is not on the tax rolls. Second-
ly, the prevalling practice in negotiating all new rental ieaaes is to pay
rent in the form of both a legal rent and a "key.rent,".and only the former
enters into the base of the tax. A subsequent seotion.éf this feport analyzes
the problem of key rents and the effect of_key rents on thé-real tax burden.
(7) Appeals: There are three levels of appeal. First, when the tax roll
is completed, notice to this effect is placed in the newpapers., Taxpayers

are glven 15 days after the appearance of this notice to inquire about their
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assessment and raiso an objection. Secondly, after the roll has been
forwarded to the General Treasury for collection, taxpayers are given
three months to request a review of their assessment by the General |

Directorate of Taxation. Finally, taxpayers may appeal assessments to

the administrative courts. Resort to the latter occurs very infrequently.
The Tax on Rural Land and Improvements

(1) Classification of the land: The first broad distinetion made in the

assessment of rural land is between riee production and the use of land
for all other agricultural purpoées, the latter being referred to as mixed
cultivation. Then the land in each of these two categories is classified
into several sub-groups., .In the case of rice land, the classification |
into sub-groups is based on productive ability, while for mixed cultivation

the classification is based on the type of product grown. The tax rates

“applicable to mixed cultivation are generallj higher than those on rice
~lands.

Rice lands are first classified into six groups according to average
yeld per hectare:

Super Grade
First Class
Second Class
Third Class
Fourth Class
Fifth Class

over 2,000 kilos of paddy

less than 2,000 and over 1,200 kilos of paddy
less than 1,200 and over 700 kilos of paddy
less than 700 and over 500 kllos of paddy
less than 500 and over 300 kilos of paddy
less than 300 kilos of paddy

e B8 w8 e e pe

On the basis of this classification, rice land is taxed for central
government purposes according to the following schedule:

Super Grade : B85$VN psr hectare
First Class : &5$VN per hectare
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50%VN per hectare
35$VN per hectare
20$VN per hectare
10§VN per hectars

Second class
Third Class
Fourth Class
Fifth Class

" 2w e e

According to the Fiscal Code, olassific&tioﬁ oftthe land into the
various tax groups is to be undertaken by a committece appointed by the
reglonal governors. -Since the. demise of regional governments in 1956,
these committees are appointed by the prbvince chiefé. Claims against
" the ineqﬁity of particular classifications may be submitted to the
province chiefs for review. |

In practice, each of the six groups for classifying rice land are
used in Viet-Nam, but there are no statistics avallable for the distribution.
of all rice land among the groups. In the ten provinces in the.norﬁhern
section of South Viet-Nam, it is reﬁorted by tax administrators that the
greater proportion of rice laﬁd is'claséified in either the Supsr Grade
or Second Class.

. The classification of land used for mixed cultivation is more complex,
and follows two proéedur&l steps. First, the Fiscal Code provides seven
_categories'of land with respective tax rates: _ .
3004VN per hectaré
250$VN per hectare .
190$VN per heoctare
1104Vl ‘per heectare
558VN per hectare

20$VN per hectare
158VN peor hectare

Special Category
- Super Grade Category
First Category
Second Category
Third Category
Fourth Category
Fifth Gategory

L W8 BE e B8 SF wh

Each agricultur&l product is then assigned to a particular group;-
for example, all 1and used for rubber production may be clasalfled under

bhe Super Grade Category, while all land uaed for tea production may be
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classified under the First Category. These designations are determined by
arrétés for each of the three regions of Viet-Nam ~- the South, Center, and
Highlénds. This means that land used for coffee production in South Viet-
Nam may be classified as First Categdry, while land used for the production
of the same crop in Center Viet~Nam may be clssified as.Special Category.
If more than one crop is grown on a parcel of land, the arca is prorated,

. say between one~half for tea production and one-half for coffee, Appendix
E presents a summary of all arrftés for the classification of land used for
mixed cultivation in the three reéions of Viet-Nam.

(2) Percentage Additions of the Central Govermment Tax:

Given the classification of a particular parcel of rice land into a certain
class, say the super Grade, the assessment of the land tax for the Central
Government merely represents multiplying the number of hectares.by the ap~
plicable tax rate, in this case 854V per hectare. Tax rates applied for
provincial and village‘revenue purposes are then given percentages of the
central government tax. These percentage increases vary from one province
to another, and are generally higher on iands used for mixed cultivation
than on rice fields. Provincial and village rates are recommended by the
Chief of each province and are approved by the Minister of Finance. Appendix
F summerizes all of the provincial and village rates in effect for the
provinces and villages for tax year 1959.

| As a final addition to the total land tax levied by the village,
provincial, and centrsl governments, there is a tax of one ténth of one

per cent of the central government tax for the spscific use of the National
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Chamber of Agriculture. This tax‘is applied uniformly to agricultural
land.

(3) Illustrative Tex Calculations; In recapitulation of the foregoing,
the total tax on one hectare (2.471 acres) of rice land may be computed
under the assumptions that: (1) the land is classified as Super Grade,
and thus bears a ocentral government rate of 85¢VN per hectare; and (2)
following the general pattern in South Viet~Nam, the provincial rate is
10‘per cent and the villagé rate is 5 per cent of the central government
tax. Procedurally, the various steps in calculating the total land tax

ares

l. Central Zovernment tex:
: Area X Rate : '
1 hectare X 858VN = 858vN

2, Provincial tax:

10 per cent of central government tax
.10 X 85VN _ = B.54VN

3; Village tax:

5 per cent of central government tax
05 X 854V - L.258VN

4o MNational Chamber of Agriculture tax:

1/10 of 1 per cent of central .

_ government tex .

Total tax  $7.8354VN

It is importent to note two basic characteristics of the land tax
burden: First, the provincial and village rates, partioularly for the

rice\fields of South Viet-Nam, represent, even in combination, a relatively
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small percentage of the central government tax, with the resulﬁ that - the
tax on rice flelds is prinecipally a source of reverue for ﬁhe central
government. 1In the above illustrétion, 87 per cent of the total tax
represents a source of revenue for the central government. Secondly,
the total land tax on fice fields represents an extramely light tax
burden. Converting the tax of 97.835$VN per hectare of Super Grade rice‘
land into U.S. dollars at the free market rate of.exchange results in a
tax of only $1.36 per hectare or 55 cents (U.S.) per acre.

Relating this tax burden to the productive ability of the best
grade of Mekong Delta rice land demonstrates that the land tax could be
expliodbd further, On the assumption that gross income per hectare is
6,000VN per hectare, it was determined in one village in South Vietnam
that net income per hectare varies from 1;902$VN to 2,382%VN for cwﬁers
and from 5004VN to 980$VN for tenants.l The range in net income is

- determined by the availébility of government loans. Whether the land
1s owned or rented, therefore, it is obvibus that there 1s latitude for
a heavier tax liability than 98JVN per hectare,

Assesémsnts‘for land used in mixed cultivation follow the same
proccdufe, except that the baslc central govefnment tax rates, as well
as the provincial snd village rates, are highor. For exsmple,  assume
that one hectare of land is used in South Viet-Nam for the cultivation

of coffee. Land used in South Viet-Nam for the production of this crop

Lin unpublished study by Professor James B. Hendry entitled Study 6; 2

Vietnamese Rural Community -~ Bconomic Activity.
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1s classified under the First Category (see Appendix E), and thus wiil
bear & basic tax rate of 190$VN per héctare. Additional rates for mixed
cultivation in South Viet-Nam are generally 10 per cent for the provinces
and 5 per cent for the villages. On the basis of these variables, the

procedural steps for calculating the total tax are:’

1. Centfgl government tax:

Area X Rate
1 hectare X 1903VN = 190. $VN

2, Provineclal tax:

10 per cent of ecentral government tax
.10 X 1904VN ™ 19.0“ N

3. Village tax:
10 per cent of central government tax

.5 X 190$VN - 9.5 VN
ke MNational Chambey of Agricultu s |

1/10 of 1 per cent of central government tax

001 X 190$VN = -1904$VN

Total tax 218 ,69%VN

These calculations demonstrate that the total land tax burden in
South Viet-Nam is over two times heavier 6n land used for coffee pfoduction
(218,694VN per hectare) comparéd to the best guality land used in rice
production (97.835§VN por hectare). GConverting fhe tex burden on land used
for coffes production from piasters to U.S. dollars at the free¢ markot
rate of exéhénge results in a tax of $1.3h per acre of coffee land as
compared to 55 per éents per acre of ricé 1énd.

{(4) Rur ‘Taxes'oh Buildings:s 1In Viet-Nem there is a general tendency

for famers to live communally in hamlets rather than on the land which
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they cultivate. 4s a result, the taxing'of agricultural land, which has
been outlined above, tends to be a secparable issue from the taxing of
living quarters. All modest housing tends to be exempt in Viet-Nam from
property taxatlon, because the Fiscal Code provides for the taxation 6f
only those buildings with permanent roofs. On the other hand, the 1anq
on which the houses are built 1s invariably taxed, and is classified for
taxation purposes into two categories:

1. Land bordering national, provineial, or inter-provinecial high~-
ways is taxed at 508VN per hectare; and

2., Land bordering secondary highways or village streets is taxed
at 30$VN per hectare. |

In those instances in which farmers actually live on their*cultivated
langd, thore are three possible tax alternativess 1. There is a tendency,
again, to exempt modest housing, which includes all houses without permanent °
roofs, 2, If the house 1s nét exémpt and 1s located within 50 meters of a
" highway, the building 1s texed on the basis of rental value, and the land
on which the bullding 1s located is cl&esified according to the schedule
direotly above. 3. If the house is not exempt and ;a located at a distance
of more than 50 meters from a highway, the building is taxed on the basis
of - rentel value, while fhe land on which the building is located is taxed
at the same rate as the land under cultivation. -
t5) Appeals: Provisions in the Fiscal Code relating to appeals are meager
and vefy genepél. Taxpayers are permitted to appeal their asaessments

within three months to the regional governors. Since the reglonal govermments
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have been abolished, presumably appeals would now be made to the province
chiefs. Appeals from assessments on the nominal roll (the one prepared
by provincial tax offices) are made by the taxpayer, while appeals on
assessments appearing on the recapitulatory roll (the one prepared at the
village level) are made by the village authorities. Claims against rice
field classification must be made to the committee which has classified
the land. A general review of the classification of an entire village,
canton, or province can be undertaken only with the authorization of the

regional governors (now presumably province chiefs).
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PART II - ANALYSIS

£rocedures and Problems in Urban Assessment and Collection

(1) Staff Resources: Property tax assessment in Salgon is undertaken
by one bureau, which is staffed by a bureau chief and ten employees,
Only five of these persons have the technical capacity and experience
necegsary to add new property to the tax rolls. No person has special -

ized training for the assessment of large commercial and industrial

properties. The staff of the bureau has been stabilized at 10 persons

since 1957, but incongruously, there wers 13 persons in 1956. Additional
employees have been requested by the chief of the buresu, but without
success.

According to the chlef of the bureau, the present staff ocould be
expanded from 10 to about 16 persons. This expansion‘would be & good
public investment. On the assumption that a good employee capable of
field work would require a salary of 100,0003VN, it is estimated that he
edﬁld obtain one million $VN in tax assessments. Low-level clerks unable
to add new properties to the tax roll should not be hired.

There is the likelihood that the abscnce of a specialist capable

of aseessing large- commereial and industrial holdings results in the

- underassessment of these propertiss., Inquify resulted in the disclosure

that two very large commereial bulldings had rentel values of only
100,0004VN and 250,0004VN per month, These assessments msy be compared

to the average-assessmeﬁt'of,25,000$VN for residences rented to United
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States agéncies.

Cholon is even more under-staffed in personnel than'Saigon, with
only three employees avallable for property tax assessments. Although
Salgon is larger than Cholon, the two staffs for property tax assesge
ment purposes should be about evenly divided because of the more dif-
fieult dssessment‘problems in Cholon.

The shortage of competent staff manifesfs itself in an.in&bility
to place all propérty on the tax roll and in a delay in makihg assesg~
ments. The delay in completing the tax roll is not exceseive when no
roview of assessments 1s undertaken, being completed by about June of
the taxation year. This is understandable, because making out the tax
roll merely involves duplicating the previous yeart!s rols., But when
tax assesements are reviewed every three years,'wﬁich was the case with
1958 assessments, there is an undus delay in adviasing taxpayers of their
asgessments. As of June, 1959, Vietnamese property owners, who account
for about 80 per cent of the total number of 30,000 owners in Salgon,
have not been glven their assessments for 1958 taxes. .

Delinguent taxpayers are treated generously. When it is determined
that property has never been on the tex rolls, the maximm assessment
lovied is for two yéars. This follows the principle of French taxation
that the taxpayer has no obligatibn to pay the tax unless it is assessed.
Similariy, penalties are never levisd, regardless of how low the owner's
declaration of rental value may be, aﬁa even, in fact, if the owner

refuses to make a declaration of rental value.
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After the tax roll has besn completed, it is forwarded to the Bureau
of Legislation, where one employee verifies the roll, Since this employee
- checks all property tax assessments undertaken by the General Directorate
of Taxation in Viet-Nam, the process is obviously superficial and an arith-
metical check at best, After verification, the tax roll is approved by the
Director of Direct Taxes and forwarded to the General Treasury for collection.
The Buresu of Leglslation is also responsible for initiating new property
tax legislation, but no amendments have been introduced sinee the Fisecal
Code was revised in 1953,

Another unit, the Bursau of Contested Cases, handlas appeals. One
employee of this bureau receives written complaints froﬁ téxpayers and
8hannels these out to the various tax assessment bureaus for investigation;
Later, this same employee notifies the taxpayers of the decisions reached
a8 g result of the revieow.

Only a rough estimate is possible of the staff available for property
tax assessment in the provineces. The larger prbvinces usually have two
bureaus, Oné for direct taxes and the other for indirect. The bureaus hand-
ling direct taxes, in turn; usually have one person employed on property
tax asseassments, Smeller provinces are likely to.have one man handling
both the property and patente taxes. This means that there are probably
- about 30 full-time employees of the General Directorate oflTaxation engaged
~in property tox assessment work in the proviﬁces. Combining this total
with the 16 persons employed in Saigon-Cholon results in an over-all staff
of §bout 46 persons in all Viet-Nem who are employe& by the General Direqtor&te
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of Taxation in the assessment of the property tax. No estimate is possible
of the staff employed inrthe asgsessment and collection of property taxes
at the village level.
(2) Collections: The colleotion of the prﬁperty tax in Salgon is under-
taken by the Sérvice of Collection of the General Treasury. In other
areas of Viet-Nam, collections are made by provinecial offices of the
General Treasury. The only property tax collections not made by the
Treasury are land tax levies of less than 200VN, which are collected by
the village authorities.?
In Saigon, the Service of Collection has a total staff of 45 persons.
This Service collects the land tax, patente, the various income taxes, as
well as all prefectural taxes. Only six of £he 45 persons 1n the Service
undertake field work. Aiso, these six persons are not allowed to make
| collections; they merely look for the taxpayers, serve warning latters,
and encourage the taxpayers to visit the General Treasury. ‘
‘The ritual of tax colleotion after the prOpefty tax rolls have been
recelved from the General Directoréte‘of Taxation involves the following
steps: (1) assessments_aré mailed out and taxpayers are glven one month
to pay thelr taxes after receipt of the assesesments; (2) thé first warning
letter is mailed if the taxpéyer has not paid within one month, with per-

mission to pay the tax without a penalty if ﬁhe payment is made within eight

“The central government grants a collection bonus to the villages based on
the amount of central govermment tax collected. This premium is 4 per
cent of central government tax collactions and it beoomes a part of village
revenues., . :
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days of receiving the warning letter; (3) the second warning letter
carrieé a progressive penalty of from .5 to 2 per cent, depending on
the amount of the assessment, with three days being glven to pay the tax
and penalty; (4) the third warning letter carries a progressive penalty
of 1.75 to 7 per cent with three days being given to pay the tax and
penalty,
Should tgxpayers still refuse to pay the property tax after the
receipt of warning letters, the General Treasury'is authorized tolsell
£he furniture of the delinquents at éuction without prior approval of
the courts. At this stage of delinquency, there is a progressive penalty
of 2.5 to 10 per cent plus the cost of the registration tax on the legal
papers requirod for conducting the auction, If the amount of the.propert&
tax cannot be satisfied by auctioning the furniture, it is necessary to
institute court proceedings in order to attach the property.
Since only 61,0 per cent of property tex assessﬁents wore coliebted
in Saigon-Cholon in 1957, and these delinquents cut across both small and
- large texpayers, it 1s obvioué that the legal machinery of collection breaks
down in practice. It is claimed that éll wafning letters are sent out, but
there is.a disineclination to do anything more than exhort the taxpayer to
pay. While there are literally thousands of dalinqpents each year,.furniture
‘was auctioned in oﬁly 10 cases last year. One case was taken to the courts
for permission to attach the property last year, but no decision was rendered.
It is reported that decisidﬁs.frdm the court require six months to a year.'
Rather than admit this reluétanqe to be toﬁgh ﬁith delinquents, the

Service of Collection, instead, denies that there is a collsetion problem.

e
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The Sqrvice apparently believes that 90 per cent of assessments are
: \'.';-‘:;ll(ac’c.ad_,3 and explains the inability to collect the romeining 10 per
cent of asseséments on: {1) there is excessive delay in receiving the
ﬁax rolls from the General Directorate of Taxatioﬁ, and this lapse of
time permits taxpayers to move so that it is difficult to find them;

{2) this elapse of time aiSO allows taxpayers to beéome insolvent; (3)

the addresses furnished by the Geﬁeral Directorate of Taxation are
genorally poor; (4) there is inadequate staff, espscially in field

work for the serving of warning letters,

While these explanations are contributa:y cauges of the collection

problem, there is no question that ihe real fault lies with the fact

that texpayers in Viet-Nam may ignore the payment of taxes with impunity.
Tax payments are actually on a voluntary basis in the sense that punitive
action 1s seldom taken against a delinquent. For this reason, the problem
must be met not so much at the level of the Service of Collection but at
the ministerial level and at the Presidency, where a decision must be made
to incur the polifical disbleasure of a tougher enforcement policy. 4
Chief of Service cannot be expected to take the initiative in a sﬁronger
enforcement policy without the support and active encouragement of his
superiors. |

Apart from this, the most important technical improvement which may

3A possible explanation for this irregularity is that the Service of

Collection is concerned with collections per se and does not associate
agssessments and collections,
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be recommsnded is to give the Geheral Dire&torate of Taxation the res-

ﬁonsibility of collsoting the pfopefty tax instead of the General Treasury.

As in the income tax, it 18 a pdor prineiple to separate assessment and

collection. Such a separation of functions causes delay in collection

and it provides an Opportunity for cach agency to blame the other for its

own shortcomings. |

(3) The Dilemma of Key Eég&g: Koy rent is an outgrowth of the movement

of population into the eities during &nd after World War II. This pfeasure

of popuiation on a limited amount of buildings in the urban centers, especial-

ly Saigon—Gholbn; resulted in the practice of a new tenant having to pay an

existing tenant a subsidy in addition to assuming the contract rent in

order to obtain occupancy of a residence or a business establishment. While

these subsidles or key rents are prineipally an arrangement between tenants,

owners uaually.share part of the key rent when new rental leases are

signed. Also, owners will exact & key rent ffom the first tenant on property

which has never been rented before. The practicé of exacting key rents

was further encouraged by the initiation of rent control laws in 1953,

which established unrealistic rental ceilings. Furthermore, the fact that

key rents are illegal and are therefore not recognized by the government

means that thé_property tax is based on contract rents. This pfocedpre,

in turn, encourages‘owners of property to accept low contract rents in order

to keep their tax payments low and to share in the proceeds of key renta,
The situation is further complicated by the fact that key rents are

not characteristic of all rented property. Scme Prench real estate owners,
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for example, insist on receiving a full contract rent without the payment
of a key rent, This is also true of contracts eﬁtered into by the United
States Government. It is also likely that there is no key rent involved
in those cases where the present tenancy dates back before the initiation
of key rents. The rent ocontrol law exempts all commercial and industrial
propsrty buillt after July 1, l9h7, éo this absence of controls may tend
to restriet key rents in these areas. On the other hand, key rents have
became so instiltutionalized that there is a tendency for them to be exacted
both as a matter of general businesa practice and to reduce property tax
payments. |
‘Key rents pose an unusual dilemma for the assessment of a property

tax, whon the latter is based on rental value. There are three possible
circumstances to consider. First, where there has been tenancy turnover
.and a key rent has boen exacted by the ‘owner, there i1s no question that
the true rental value for tax purposes should.bé the contract plus the key
rent. Similarly, the true rentel value of an owner-ocoupled building is
estéblished by thé combination of the contract plus key rents paid for
similar buildings. But if all propertles were assessed on the basls of
contract plus key fents, a discrimination.ﬁwuld afiSe agelnst those land~
lords who have had the éame tenant for a long period and on wh@se property
no key rents have arlsen. Furthermore, if the government admits the real-
Iity of key rents for property tax enforcement ﬁurposes, it faces the
embarrassment of having to admit ihat its rent control laws are ineffoctive.

On the other hand, 1f the government continues to ignore key rents, as it
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is doiﬁg at the present time, the discrimination is in favor of those pro-
perties on which key rents arise, and the property t&i syétem is based bn
 unrealistic levels of rental value.

There is no way of knowing explicitly the relative importance of
cohtract and key rents, but an indication may be obteined from the method
of taxing property rented to agencies of the United States Government.

These properties are rented without key rents, so the legal rent reflects
the actual gross market rent. This market rent is then reduced by the
General Directorate of Taxétion by 60 per cent "to compensate for the fact
that the residences ar¢ furnished.® More 1ikeiy, the reagon for most of
this reduction of 60 per cent is to compensate for the fact that such
residences would be over-taxed without the reduction, since they would not
gain the benefit of the exeﬁption of key rent. In other words, it seems
likely that the administrative officials are permitting a reduction of about
50 per cent of the gross rent in lieu of key rent. This would mean that
the previous calculations with respect to the burden of the property tax as
-8 percentags of gross and net rents are sbout double the real burden, at
least on properties on which key rents are paid.

Anoﬁhér indiecation of the importance of key rent is afforded by a

“8ingle example considered to be more or less typical by tax enforcement .

perscnnel. When this particular property was renﬁed)in 1955, the new tenant
paid the previous tenant 45,000$VN.in key rent, while the legel rent assumed
by the new temant was only 4,80C4VN per year. In tumn, the old tenant paid

5,0004VN in key rent to the owner of the house. In genersl, owners receive
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about 10 per cent of ﬁhe key rent whenever there is a change in tenancy,
and the tenant assumes the bbligation of finding a new tenant and exacting
the key rent. In the instant case, the amount of key rent approximated

the market value of the house, but in general key rent 1s considered to be
more in thé arca of 50 per cent 6f the value of the house, This means that
in general no more than 50 per e¢ent, and more likely in ﬁhe area of 30 to
50 per cent of the actual gross market rent is feported at present for pur-
poses of detefmining the tax on improvements.

Key rents constitute such a problem in the administration of the pro-
perty tax in Salgon-Cholon that it appears necessary to abandon rental value
as the base of the tex. In effect, rental value as a base has been ruined
by key rents. Since rental values for tax purposes in practice are based on
contract ronts and ignore key rents, there is wldespread and serious under-
assessment., This problem would be‘mahgeable if key rents wore uniform and
universal, for tax rates could be raised. But the fact that some properties
do not give rise'to key rents would mean that these properties would be dis-
oriminated against by an increase in tax rates. Nor is it péssible to
legislate key rents out of axistence, for thoy are already illegal. Using
rental value as a base for the propertj tax, therefore, appears to prevent
the realization of both fiscal adequacy and neﬁtrality of treatment. for the
property tax., | ‘

Procedures end Problems in ___g; Agsesamggt and Collections:
There are two rural assessment rolls because the process of meking

assessments is divided between village authorities and provinclal tax
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bureaus operated by the General Dirsctorate of Taxation. The tax roll for
foreign land owners.and for Vietnamese with a tax llability of more than

200$VN in central government tax is prepared‘by the provineial tax bureaus,

while the roll for assessments of less than 200$VN in central government

tax is prépared by the village authorities. These village tax rolls are

prepared from real estate books maintained at the village level. After the

- tax rolls are prepared by the village authorities, they are forwarded,

together with the real estate books, to the district authorities for verification.
Later, the real éstate books and tax rolls are forwarded to the provincial

tax bureaus to be checked with the cadastral books.

The responsibility for making colléctions 1s also divided. ALl collect-
| ions on the role prepared by the prpvincial tax buresus (payments of more than
 200$VN) are made by the General Directorate of the Treasury, while the village
- authorities make collections from the village role. Collection and.assessment
periods run oohcurrently, extending for 17 months from Jamuary lst of onc.
year to May 31 of the following year,

The information upon'which asgessments are prepared comes from two
sources =-- the maintenance of a real estate bock at ths villags level, Which
is supposed to show the the owner of each piece of property, and the require-
ment on the part of owners of land to forward declarations every threes years
to the provincial tax bureaus. At least in fhe provinces of South Viet-Nam, .
these two sources of infomation for assessment purpéses are imperfect, with
~ the result that veriable amounts of land do not appéaf on thé tax rolls.

There is no way of estinwxing precisely within the confines of this

\
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study how ﬁuch property is absent from the tax rolls. One pesponsible
;‘official estimates that 30 per cent of the land is not on the tax roll in
South Viet-Nam and 10 per ocent is not on the roll in Central Viet-Nam.
The statistics would appear to show that this estimatc may be conservative.
There are, at present, 2,914,000 hectares of rice land undor cultivation
in Viét%Nam,-and even 1f the average classification of this land was Second
. Class at 50$VN.per heotare (700 to 1,200 kilos per hectare), total assess~-
ments should be 145,700,000$VN. Instoad, total rice field assessments in
1958 will only be about 100 million $VN, Thus, one;-third of the rice land
in all Viet-Nam may be off the tex roll.

A senior tax administrator in thé 10 northern provinces of South Viet-
Nam has indicated that no village within the 10 provinces has more than 95
per cent of the property'on the tax rolls, and scme villages have as little
as 30 per ecent. This variation depends principally on the completeness and
éccuraqy of the real estate books maintained at the village level, and‘the
degres to which owners comply with the reguirement to forward declarations
to the provineial tax buresus. Theré is a presumption that land tax enforce~
ment and compliance are somewhat better in Central Viet-Nam than in the
South, because £he provinces in Central Viet-Nem are smaller, the political
situation was mors stabie in this area during the period from 1945 to 1954,
and the land holdings are amaller. .

The deterioration of rural land tex administration in South Viet-Nam
dates to the end of World War II, during the lapse of time between Japanese
withdrawal and-the return of the French. Civil strife during this peried
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resulted in the partial or complete destruction of many of.the real estate
bocks. These books have been improved over the past 15 years, but ars still
incomplete.

Several factors account for the fact that property tax administration
has only been partially rechabilitated., In the first instance, the village
chiefs do not have the technical competency or the staff to place missing
. property on the real estate rolls, so the responsibllity for this under~
taking falls on the Cadastral Service. This service, in turn, is faced with
a2 job that is beyond its present resources, especlally in view of the fact
that most of its personnel is engaged in the land reform program. For
example, only 6 out of the 10 provinces surveyed for this report are.éerved
by the Cadastral Service. Same appreclation of the extent of the problem
may be gained from the fact that‘thefe are nearly 400 villages In these 10
provinces. ‘

Another complication is that about 90 per cent of the rice land in
these 10 provinées is cultivated by tenants, and many of the owners have,
in effect, abandoned their land. Some of thess owners left their land for
security reasons during the long period of civil strife and have never
returned; others are no doubt dead; and still others could not be found even
if their identity was known. In many of these cases of absentee ownership,
the tenant pays no rent, and the landlord does his best to_remain anonymous
so that he will not have to pay taxes. For some of the landlords, it would
even be physicaily dangerous to return to their land to exact rents. .

The other alternative of adding property to the tax rolls by voluntary
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declarations on the part of the owners is even morc unsuccessful. This

is understandable, because.owners cannot be expected to forward voluntary
declarations when they receive no rental income. In fact, even if the
owners receive rent, they cannot be expected to pay taxes if they can evade
their 1iabilities by remaining anonymous, especially in view of the fact
that there is no penalty in practice for the non-payment of taxes. Further-
-more, the liabllity for the tax payment rests on the owner and not on the
property; therefore, he may evade his responsibility and still retain legal
| ownership as long as ho cannot be found.

Voluntary declarstions were so unsuccessful that they were not required
in the 10 provinces surveyed until 1958. Instead, reiiance for all assess-
ments was placed on the real estate books, inadequate as they are. Since
1958, 3 out of the 10 provinces use declarations, but they are so inadequate
that they must be supported by the real estate books. The other sfwin
provinces still do not use declarations. In the 3 provinces using declarations,
it is reported that only 30 per cent of all declaration forms obtained from
the tax bureau was returned, and probably only a small percentage of owners
bothered to request the forms..

The net result is & very unhappy dilemme for the Government for those
properties not on.the tax rolls. While the tenants enjoy the use of tax-
free land, and tho owners retain their legal ownership without paying taxes,
the Goverrment is forestalled fram taking action unless the owners can be
located. |

Nor is the owner of the land in a very happy position. Consider the
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case of one owner of rice land now living in Saigon and interviewed for

the purpose of this study., Thils man at one time owned 300 heoctares of

rice land, but 200 hectares were expropriated under the Guvernment's land
reform progran.r On the remaining 100 hectares, he is unable to collect

rent becausc the 4O tenants either cannot be found when he goes to collect
rent or the tenants claim that they have no money. He has offered to sell
-the land to the tenants at 3,0004VN per hectare, which is below the Govern-~
ment purchase price of 5,000$VN per hectare, but the tenants do not wish

to purchase the land because they are already enjoying its use rentefree
and téx-free. Ho has also offered to gell the'loo hectares to the Govern-
ment and has even approached the province chief with the offer of placing
the land under his jurisdiction if he will oollect enough rent to satisfy
the tex liabilities. In the meantime, this owner pays no taxes, sven though
his identity is easily available for the assessment.and collection of taxes.
(He happens to wbrk in the General Directorate of Taxation).

The principal adninistrative weakness in respect to those properties
on the tax roll and being taxed 16 the lack of revisions in the classification
of rice land. According to the Fiscal Code, the chief of each province is
required to appoint a commission for the purpose of advising him on the re-
clagsification of rice land, The Code does not specify the number and re-
presentation of the members, except that there shall be one representative
of the landowners ooncerned; On the basis of the advice of the Sommission,
the chief of ﬁhe province is then required to recommend reclassification of

land to the Minlster of Finance for his apprbval}_ In.aotual practice, however,
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there have been no commissions appointed in South Vie£-Nam since*1945, and
consequently no recommendations have been made for the reeclassification of
.rice land. In the meantime, present clessifications are no doubt seriously
inconsistent with the preseht productive ;bility of thes land,

The sltuation 1s no better with respect to land use for mixed culti-
vation; The chief of each tax buresu is expscted to verify if the partic~
- ular product for which the land is taxed ias actually grown, but in practice
this verification is not done. There would be a particular temptation for
owners to exaggerate the amount of land not under cultivation because of the
lower tax rate on such land. |

Cenditions with respect to.assessment and collections are somewhat
different in the five most southerly provinces of South Viet~Nam. In this
area, both the village resl estate bocks and the cadastral books are reported
to be :eiatively complete, but thers is still as much as 20 per cent of the
rice land not on the tax rolls, Onece again, the problem stems from absentee
ownership. The greater proportion of land in this area i1s reported to be
owned legally by medium and large landowners, who left the area during the
period of civil strife and have never returned. These owners do not receive
rental payments and cannot be located in order to enforce tax collections.
Village authorities have adjusted to this situation by entering into contracts_
with the present cultivators, ﬁho committthemselves to pay rent and taxes
to the village for the use of the land., Thus, most of the cultivated land
is on the tax roll, although the tax is pald by non-owners. On the other hand,

most of the land not on the tax roll involves land which is not under
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culfivation for security reasons. As a result, improvement of both asgess~
ments and collections dopends prinelpally on providing better security
1 meagures so that more of the abandoned land can be used and taxed,
It scems evident that if further properties are to be added to the

tax roll in those cases where the village real estate books are incomplete,
the Cadastral Service will have to assume the rGSpoﬁsibility. Village

- ohiefs have neither the compstence nor the staff o undertake the job, while
tax buresus at the provincial,lével are alsoc inadequately staffed, Fbr
example, fin’ the 10 provineces surveyed in the northern section of Séuth
Viét-Na.m, there are only 8 persons aaaigned to the land tax for nearly 400
villages. Once the propertivs are on the roll, an attempt should be made

to find the owners, and then aftor a reasonable séarch, the vaernment should
be authorized to claim the land for non-payment of.tax. This policy may
éppear harsh on those landowners who are unable to collact rents, but it
seoms to be the only wﬁy out of the dilemma of tenants paying no rent and
owners paying no taxes. In other words,'if owners are forced to pay taxes,
they will, in turn, be forced to collect rents. _ |

Other recommendations are: (1) To facilitate the collection of the

tax, the liability for payment should be bldced on the land rather then on.
.the owner. (2) The.éadastrdl Service should be encouraged to c¢lassify all
rice land and land used in mixed cultivation. (3) Adequate staff should bé
made available in tho provineial tax bureaus in order to verify the production
of ecrops on land used for mixed cultivation. (4) Village assessment and

collection should be strengthened by more effective advisory and supervisory
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efforts on the part of district chiefs.
3. Assgssment and Collection Statisties .

The data in Table 3 indicate that the pfoperty tax as a source of
revenue for the central government has experiehced a sharp incresse in
collection since financial year 1954. Total ecollections have risen from
21.2 million VN in finaneisl year 1954 to 98.5 million $VN in financial
- year 1957, the last year for which complete statistios are available.
Déspite this inorease, however, the property tax remains & re;atively minor

source of revenue for the central govermnment., Property tax fevenues ware
only .39 per cent of total tax revenues of the central government in 1954 _‘
and have rigen to only 1.21 per cent in 1957.

The present weakness in the revenue productivity of the property tax
is attributable prineipally to two factors: (1) thé assessment and collect=
lon procedures for rice land, in particular,.broke down in 1955, and have
never been fully rehabilitated; and (2) the general collection effort for
all types o properties is weak., Both of these developments are illuéfrated
by the statistics in Table 4. '

Table 3
Central Government Property Tax Collecﬁiong

Gbmpared-to Central Government Tax Revenues

Finaneisl Central Government Central Government . Ratio of Tax col=-

Year Property Tax Tax leetions to Tax
Collections - Revenues Revemes
(Millions of $VN) ~ (Mlllions of $ YN) _._ (Per Cent)
1954 21.2 ‘ 5,586 .39

1955 3.2 5,252 R
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Table 3 (Continued)

Central Government Central Government Ratio of Tax col-
Financial Property Tax Tax lections to Tax
Year Collections Revenues Revenues
{Millions of $ VN) (Millions of § VN) (Per Cent)

1954 2.2 5,586 39
1955 31.2 5,252 .59
1956 77.6 6,308 1.23
1957 98,5 8,138 ' 1.21
1958(1) 70.3 7,334 .96

(1) Incomplete -- 12 out of 17 months.

Sources General Directorate of the Treasury for property tax
collectiona and the Ministry of Finance for total tax

revenues.

In 1954, and presumably in previous years as well, rice field assess-
ments were the dominant source of central government property tax revenues,
Table 4 indicates that rice field assessments weres 215,671,257$VN in 1954
out of totel assessments of 268,866, 594$VN, or rice land represented 80 per
cent of central govermment property tex assessments. Then rice field assess~
ments fell abruptly to 67,468,1574VN in 1955, and have made only a partial
recovery to 95,816,5478VN by 1957, At the same time, assessments on land
used for mixed cultivation decreased from 34,403,8038VN in 1954 to 27,983,04L48$VN
in 1955, but rose again to a new high of 43,518,864%VN in 1957. Assessments .

in urban centers never experienced a decrease in 1955, and by 1957 reached



r‘ 2" N

Table 4
Real Property Tax
Asgessments and Collections for the National Budget for All Viet-Nam

Source ' 1954 ' 1955 1956 11957 t 19581 Totale
1:-I, Rice Filelds: ! L v ! ! !
' Assessments 1 215,671,257 67,468,157 ' 86,574,347 ' 95,816,547 ' 89,311,870 '554,842,178
! Collections v 7,437,856 9,279,564 ' 34,065,655 ' 43,869,699 ' 35,600,131 '130,252,905
' Per Cent collestedt 3.4, ! 13.7 ' 393 v 45,7 1 3978 v 23.4
1 .
. TI. Mixed Cultivation:, ; o I : I
! Assessments ' 34,403,803 27,983,044 ' 43,187,279 ' 43,518,864 ' 40,703,968 '189,796,958
' Collections ' "3,737,353' 10,081,725 * 23,938,722 ' 29,466,822 ' 26,319,875 ' 93,544,501
' Per cent collectedt 10.8 36.0 ! 55uls ' 67.7 ! 64.6 ' 49.2
1 1 T 1 f t 1
'III. Urben Centers: ' o r 1 ' t '
' o _
' Assessments \ 18,791,534, 25,767,922 | 39,511,446 | 41,498,314 | 24,503,820 |150,253,036
' Collections ' 10,038,6h0| 11,809,641 ' 19,561,515 ' 25,145,878 | 8,366,380 . Thy 922,074
' Per Cent collected, . ' L5.8 ' 49.5 60.5 . 34.1 . 49.8
] . 2 R 1 1 1 I f 1
' IV. Unclagsified(?): \ . ! , ,
' Assessments ! - ! - t 6,703,699 ' 2,810,952 t* 1,355,056 ' 10,869,687
+  Collections ' - ' - v6)172.685 + 1,784,179 609,704 1 8,566,568
1 Per cent collected! - 1 - ! 92.0 v 63.4 1 L4 .9 ' 78.8

t [ T ] 1 !
: TOTAL t | t t t _ '
[ _ .

: Assessments 1 268,866, 594 :121,2195123 :169,273,072 :180,833,725 :15&,519,658 :89&,712,172
' Collections . 21,213,849 , 31,170,954 , 77,565,892 , 98,482,399 , 70,286,386 ,298,719,480
1 Per cent 001lected| 7.8 t 25.7 t 1}5-8 t Shch t ll-s -l} 1 33-3

) Incomplete -~ for 12 months ending Dec. 31, 1958.
(2) mynclassified" refes to all assessments and collections for years previous to the current tax

year.

centers, and the category was not used during financial years 1954 and 1955.

Source:

General Dircetcorate of Taxation and General Directorate of the Treasury.

There is no breakdown for this category among rice fields, mixed cultivation, and urban
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41,498,3L44VN, which is more than double the 1954 assessment of 18,791, 5344VN.
 These statlstics mean that there has been an appreciable shift in the
total property tax burden from rice land to both land used in mixed cultiva-
tion and to real estate in urban centers. Eighty per cent of total central
government property tax assessments wers derived from rice land in 1954,
with 13 per cent arising from mixed cultivation and 7 per cent from urban
centers. By 1957, this distribution was changéd to.53.pef cent from rice
“land, 24 per cent from land used in mixed cultivation, and 23 per cent from
urban centers.

Collections have shown steady improvement, from a very low record of
7+8 per cent of assessments in 1954 to 54.4 per cent in 1957. Despite this
improvement, the historical collection perfommance is poor. In this respect,
the most revealing single collection statistic in Table 4 1s the one appearing
in‘the lower right-hand corner of the Table, which shows that only 33.3 per _
cont' of all assessments wes: collected during the period from 195L to 1958,
Collectlons are weak in all areas of the pfoperty tax, but rice land has the
lowest score with only 45.7 per.cent of assessments being collected in 1957,

Table 5 has been developed in order to determine the importande‘of
Saigon=Cholon property tax assessments for the benefit of central go&ernment
revehues-as compared to assessments for the same purpqsé_in all Viet-Nam.
Salgon-Cholonts gssessmsnts reachsd a peak of 18.3 per cent of‘all pfoperty
' tax assessments for the use of the'central'gdve:nment in 1956, and then de-~
croased to 15;8.per cent in_1957;. This daéfeaﬁe was 6ccasioned by a drop in

assessments in the clty of 7.4 per cent from 1956 to 1957. By utilizing



Table 5

Comparison of Assessments and Collections in Saigon-~Cholon and Viet-Nam
 for Financial Years 1954 to 1958

IOt ASEeTs= T TOtAl UoIIoer o

1 Incomplete -- 16 months ending April, 30, 1959.

2 Incomplete =- 12 months ending December 31, 1958,

Smrce: General Directorate oi“Taxa.t.ion.

1 T T Total Assess=— | T Total Gol-! t
t 1 ments in ! in Saigon-Cholon ! !  ments in 1(1) as a' lections in'(2) as!
tFinan- ' Saigon-Cholon ! for ' (2) as a ' Viet-Nam for ' per ' Vict-Nam ' a per!
teisl + for Central ! Central ' per cent ! Central ' c¢ent ‘'for Central ' cent!
tYear 1 Government ! Government ' of (1) ' Government ' of (3) 'Government ‘of (4)t
: @ (2) ' ) ' RO
' 1954 ' 12,640,701 ' (Not available) ! — 268,866,594 ' 4.7 ! 21,213,849' = 1
11955 ' 21,763,949 ' (Not available) ' - t 121,219,123 * 17.9 ' 31,170,954' — !
1195 ' 30,883,103 ' 15,854,508 ' 513t 169,273,072 ' 18.3 ' 77,565,892! 20.4 !
11957 ' 28,605,539 ! 17,450,770 t 61.0 ' 180,833,725 ' 1518 ' 98,482,399t 17.8 !
11958 ' 28,418,830L *  2,111,225° t 7.4 .t 154,519,658% « 18.4 ' 70,286,386% 3.0 1
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|  assessment information in both Table 4 and 5, it may be determined, also,
that Saigon-Cholon's share of total urban center assessments for central
government purposes decreased from 8L4.5 per cent in 1955 to 69,2 per cent
in 1957. There is no apparent economic explénation for this growing weak-
ness of assesaments in Salgon-Cholon, as the clty has experienced a steady
growth in size and valuation of property.

The collection récord in Saigon-Cholon also shows no appreclable super-
iority over property tax collections in all urban centers. In 1957, the ratio
of collections to assessments in Saigon-Cholon for the central government
tax was 61.0 per cent, while the same ratio for all urban éenters was 60,5
per cent,

Table 6 indicates that property tax assessments in Saigon-Cholon for
the benefit of the prefectural budget are at present approximately three
iimes the size of total assesaments for central government purposss, There
is, however, possibly a trend fbr the central government to receive an
increasing'percentage of total aSsessménts.' In 1955, the central govermment
received 24.6 per cent of total assessments, while in 1957 this share had
riseﬁ to 32.2 per cent.

Despite the fact that property tax assessments for the benefit of Saigon-
Cholon are three times the_aize of assessments fbr the central government,
the property tax is not a-strétegié source of revenue for the city. Based
on the trend established in Table 6, property tax assessments for the benefit
of.Saigon-Cholon are likely to be about 100 million $VN in 1958, which is

only about 1L per cent of the city'sftotal estimated budget receipts of 685



50

million $VN. Saigon-Cholon has avoided sizeable deficits within recent
yoars by the receipt of subsidies from the central government, and these
subsidies, estimated to be 121,260,0004VN in 1958, have exceeded revenues
from the property tax.

An importent facetof property tax assessments in Salgon-Chelon is the
degree of concentration in the ownership of land and buildings. Research

was undertaken to provide empirical evidence to the commonly held belief

~ that the members of one Chinese family -- the Hui Bon Hoa -~ own a large
segmen£ of city property, and corporations in general own a disproportion-
ate amount. Ih&estigation shows that the total property tex assessment of
the Hul Bon Hoa family wae 11,255,832§VN iﬁ 1958, which was approximately
10 per cent of all assessmentsin Saigon-Cholon. Included in this £ota.1
assessment of‘the Hui Bon Hoa family was one real estate corporation controlled
by members of the family with a tax assessment of 6,901,036$VN, Total
‘assesaments for 17 real estate corporations in Saigon-Cholon was 24,465, 5304VN,
which 1s nearly 25 per cent of all assessments, (See Appendix G for partic-
ulars,) Assessments for all cofporations, ineluding the real estate
companies, was 53,364,799%VN in 1958, which was ebout 44 per cent of total
assessments, | |

The particular relevanée of.this information on the concentration of
ownership of land and buildings in Saigon-Cholon 1s that it supports the .
conclusion that the collection perfﬁnn&noe in the non~corporate sector is
umusually weak. Previous analysis have shown that the ratio of collections

to assessments for all property in Saigon-Cholon is only 61 per cent.
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Total Assessments in Saigon-Cholon
for All Government Purposes

! ' 'Ratio of ! n Ratdo of
:Aﬁsessments :Ln Sa.igon t TOtal 'Asgess- 'Ass essments‘ in Cholon 1 Total 'lAasess. [] ﬂai - Ch°1
'Assessments'! in ! 'ASsessments' in + walgon on
! ! ' 'Saigon ' Y ' 'Sﬂigm 1
L]

Finan' National 'Prefectural’ in t to "National 'Prefectural' in t to

_d 1 1 ] . tSaigon- t ! 'S on- 1
Y:;:l' Budget , Mdget | gaigon tGhng.on ¢ Budget , Budget | gaigen 'Cii.gon r  Budget

B W)+ () (Per cont)t (BN) ' (BVN) ' (8UN)  t(herment) (wiN) | (gvy)
? ! - f - ! t t t t | t !

t
t

1

1

t

'

1

1

t , -

" 1954 7,124,982 23,749,941 30,874,921 59,5 ' 5,515,719' 15,437,364" 20,953,328'  10.5 22,640,701 39,187,305¢ 51,828,006
R \ ' o 1 ' ' t : ' A r 1 I
!

'

'

!

t

'

'

1

Assessments in ‘ Total :
Assesaments!

Natisnal t'Prefectursal

1955'11,694, 743" 36,190,736! 47,885,479' 54.4 '10,069,206' 30,561,468 40,610,933'  46.0 121,763,949 66,752,204 88, 516,1531
S ' ' ' 1 r I B ' t . t - . t -0 T,
1956'20,685,155' - 64,435,677 85,120,832 67.4 110,197,948 30,947,864 41,146,114 32.6 132,883,103 95,383, 5411126,266, 644
o t ' Y 1 ! t t o N : 1 !

1957'18,033,993" 56,572, 538! 74,606,531 63.5 '10,571, 546" 32,141,564 42,713,521'  36.5 28,605, 539! 88,714,1021117,319, 641

: ! . : 1 [ 1 i 1 H f I 1 . | I : 1 t

1958::'15,85h,h32' 52,155,507" 68,009,939 56.6 '12, 564,398 39,385,064' 51,999, 466" L3.4 :28,1118,830' 91,540, 571:119,959,A01:
1 t t 1 1 | 1 ' I

lIncomplete —— approximtaely 90 percent of full year total.

Source: General Directorate of Taxation.

15
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Associatéd with this fact is the additional information that 44 per cent

of total assessments is levied on.corporatibns, and it is reported that

the ratio of assessments to collections for these corporations is very

high. This means that the collection score for the non-corporate sector
- 1s possibly only aboﬁt 30 per cent.

Financlal statistics for the provinces of Viet-Nam are an elusive
type of data. Sevefal attempts to assemble available data resulted in
inconsistencies; gaps in the infonnation, and ambiguities. Raﬁher than
use uncertain and incomplete informatién, it was decided that it would be
desirable to develop original statistics from the records of the General
Directorate of the Treasuﬁy. These appear in Table 7. Statistics were
obtained 6nly for financial year 1957 because of the amount of work

involved in the collection of the d&ta.

Table 7

~ Summary of Provineial Tax
Statistics, Financilal Year 1957

Categor Amount
S2LOEOLY - ]
Estimated budgetary receipts for property taxes _ 40,214, 557
Total assessments for property taxes 50,875,65,
Total collections for property taxes ‘ 31,032,003
Total assessments for all taxes ‘ ' 607,112, 536
Total collections for all taxes 471,384,613 -
Provincial subsidies from the central government 1,129, 500,000
- Total assessments for all taxes plus subsidies 1,736,612, 536

Total collections for all taxes plus subsidies 1,600,884,613
‘Source: Genersl Directorate of the Treasury. |
From the data in Table 7, -it is.apparent,'first, that the provinces

are heavily subsidized by the central governmeﬂt,'recéiving_?O.S per cent
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of their total revenues from grants-in-aid in 1957. This need for gsub=~
sidies would arise even if the collection effort were at a.high level.
The statistics in Table 7 show that subsidies in the order of one billion
piasters would have been necessary to balance provincial budgets in 1957
even 1f all assessed taxesd been collected.

It is also known that the fiscal plight of the provinces is even more _
%cute in 1959.. The reason for this ié that the provinces lost their
principal form of tax revenue on January 1, 1959, when the pacification tax
was eliminated. This was a tex on the movement of gcods into and out of
each province, and in 1957 it accounted for as much as 50 per cent of |
provincial tax collections.

By agreement, the central government has guaranteed that 80 per cent
of the revenue which the provinces obtained from the pacification tax will
be restored by the central government through subsidlies, But this will
stili leave the provinces with a need for more revenus, which the provincial
chiefs have estimated to be 164 million $VN in 1959.

Tt is apparent from the foregoing that property taxes are a minor source
of provincial tax collections. One reason for this is that the greater share
- of property tax revenues goes to the central government. Referring back to
atétiatics dsvéloped in Table 1, it may be seen that property tax collections
at the provincial level in 1957 amounted to only 31 per caent of centrél.
government property tex collections for fhe QQme yoar. The property'tax
~accounted for only 6.6 per cent of total provincial tax revenues in 1957,

~but now that the pacification taxes have been eliminated, the property tax
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will represent about one-third of totai provincial tax revenues.,

For-all prbvinces, the ratio of property tax collectlions to assessments
was 60.9 per cent in 1957, which is lower than the similar ratio for all
other taxes of 79.2 per cent. This cdllection score for the property tax
may also be somewhat deceptive because it is reported that some provinces
deliberately leave particular properties off the tax roll in order to make
) the collection record appear better. Moreover, the collection score vardes
considerably among provinces. One variable in collection is the security
problem, property tax collections being lower in those provinces where
there is more insecurity. For example, in An—Xuyeﬁ, the most southerly
province of Viet-Nam, where there are problems of both security and absentee
ownefship of land, the ratios of ecollection to assessments in 1958 were 16
per cent for rice land, 17 per cent for mixed cultivation, and 23 per cent
for urban centers, |

This analysis of property tax statistics should be concluded with data
on total property tax collections and total revenue of the villages, but
the neéessary statistics could not be obtained. This is unfortunate, for
it is difficult to prescribe reforms for the property tax in general without
a basic understanding of village budgets and the importance of the property
tax as a source of revenue for the villages. I

The reason why financial information for the villages is not available
in Salgon is that the Minister of Finance assumes the responsibility for
approving the budgets of only those villages which spend over 500, 000$VN
annually. This amounts to only 140 villages out of 2,589. Budgets for
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another 1,339 villages are approved by provincial chiefs, but no records
are mﬁintained for these by the gentral government. The remaining 1,110
villages have no budgetary supervision by either the central or provincial
goverrments. The only way to obtain budgst infonnation for all villages
would be to write some 40 province chiefs and hundreds of village chiefs.
Not only would this require a@ least two months, but probably the replics
would be incomplete and‘ambiguous.

As a result, if judgmenta are to be made on the importance of the pro-
perty tax at the village level, they must be based on informed opinion.

On this level, thers is little doubt that most cbservers who are familiar

with village finances are of the opinion that the property tax is a relative-
ly mlnor source of village income. Support for this opinion is found in

the fact that in general the percentage additions which villages may add to

the central goverrment tax is lower than similar additions which are per-
mitted for the provinces. From what is known about assessments and collections
pr the property tax at both the centrel end provineial government levels,

it may be speculated (and probably without much efror) that property tax
assessments at the village level total about 40 million $VN, with collections
about one-half this amount. »

Furthermore, while there are some relatively rich villages in the sense
that they are self-sufficient financially, there is also a consensus that
most villages are just as heavily subsidigzed by the provinces as the provinoes--
are by the central govermment. Thérefore, the conelusion appéars warganted

that the property tax is of no more importance as a source of revenﬁe at the
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village level than it is at the ¢entral government or provincial levels 4
In summary, total property tax collections in Viet-Nam for the three
levels of government &ppfoximate in round numbers abou£ 165 million %VN for
1958, of which amount JDmillion $VN is received by the central government,
35 milli;n $VN by the provinces and 20 million §VN by the villages. These
amounts, in turn, constitute a minor sdurce of revenue at sach level of
- government. And even in Saigon~Cholon, where the prefeqtur&l tax is 200
per cont of the central government tax, the levy on real property is a

minor source of clty revenue.

L. Survey of Selected Blocks in Saizon - Cholon

The objective of this résearch was to place property tax assessment
and collection in a few clty blocks of Saigon—Chblon under élose micro=-
ascopic examination. It was hoped that several insights would be gained
by this procedure into such problems as thé amount of property not on the
tax roll, the degree and characteristics of underassesément, and the collect~
tion record relative to assessments.

(1) A Gommercial'glggg: The analysis was initiated with a relaﬁiiely

simple or "cleen' commercelal block located in the heart of the business

AThese conclusions are supported by research undertaken by Professor Lloyd
Woodruff in one village of South Viet<Nam, where it was found that: (1
the tax on privately=-owned rice fields was so umimportant as a source of
village revenue that it was exceeded by the tax on animals; (2) tax
delinquency was high, with only 23 taxpaysrs out of 10l having paid their
1956 and 1957 taxes by 1958; and (3) village authorities were not partic-
ularly concerned about improving property tex assessments or collections.
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section of Salgon. The properties were homogenous; without exception,
there was a commercial establishment on the ground floor, with one or

two atories‘abofe used for living quarters, Unlike many Saigon blocks,
there were no lanes or paths leading to other properties in the inside of
the block. It was found that the area was subdivided into 30 parcels of
land, and for each parcel both the land and the buildings on the land
were owned by the same person. There was little concentration in owner-
ship; one landowner held title to three parcels of land, and three others
owned two'parcels each, while all the remaining taxpayers owned only one
piece of land each. As a result, the 30 parcels of land represented 24
different owners. | .

The first important determination was that all 30 properties were
presently on the tax roll. There was one unusual case in which the assess-
ment record could not be found in the property tax bureau, but subsequent
investigation disclosed that the tax on this property had been paild to the
General Treasury. Beocause the assessment record was hot available, however,
this partiocular property wes deleted from the anal&sis, with the result
| that all'subsequent statistics refer to 29 properties. |

Table 8 presents a summary of the property tax statistics obtained
from the commercial block. The ensuing observations and implications de-
‘rived from these statistics follow the lines of the Table:

Lines (1) and (2): Declarations were received in 1958 from 26 out of the
29 properties, and these declaratiohs totaled 115,575$VN in monthly gross

rent, This total was then ralsed by the property tax bursau to 128,1004VN,
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Table 8

Summary of Statistics Resulting from
a Property Tax Survey of a Commerclal Block

in Saigon

Category - Amount in $VN
Rental declarations by orners for 26 properties
(monthly total}, 1958 115,575
Corrected rental declarations for the same 26
properties (monthly total), 1958 128,100
Central government tax on land, 1958 2,735
Central government tax on improvements, 1958 755654
Central government tax on land and improvements, 1958 78,389
Saigon prefectural tax (200 per cent of central
government tax), 1958 156,778
Saigon garbage removal tax, 1958 | 37,827
Saigon sewage tax, 1958 75,654
Total Saigon tax, 1958 - 270,259
Total tax assessment on land, 1958 8,205
Total tax assessment on improvements, 1958 340,443
Total tax assessment on land and improvements, 1958 348,648
Estimated value of land, 1959 13,144,000
Estimated value of improvements, 1959 17,249,000
Estimated total value of land and improvements,1959 30,393,000
Total corrscted hlo'n_t.hly rental declarations, 1958 140,100
Total estimated monthly contract rents, 1959 151,000
Total estimated monthly key rents, 1959 ' 63,927
Total estimated monthly rents, 1959 : 14, 927
Tota.l collections as of June 1, 1959 on
1958 assessments | 13,643
Total tax assessments on land and lmprovements, 1957 272,946
Total tax collections as of June 1, 1959 on 1957

assesiments . ' 108,249

=
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or by approximately 11 per cent. Thirteen of the 26 declarations were
accepted for assesément purposes, while the other 13 were increased.

Lines (3), (&) and (5)s The total central government tax assessment on

both land and improvements for 1958 was 78,389$VN. Only 3.5 per cent of
this total represented a tax burden on land, while the femaining 96.5

per cent of the tax was borne by buildings.

-~ Lines (6), (7), (8), and (9): The total property tex assessment for the
benefit of Saigon was 270,259$VN, which is three and 6ne-ha1f times mors
than the amount of assessment for the central government., Garbage removal
and sewage oharges amounted to 42 per ceﬁt of the total Salgon assessment.
Lines (10), (31), and {(12): The total tax assessment for both Saigon and
the central government in 1958 was 348,6488VN, of which 8,205$VN was a burden
on. land and 340, 443$VN was borne-by improvements. Expressed in ratios, .
this means that 2.4 per cent of the total property tax burden falls on land
and 97 .6 per cent on improvements. | _ |

Lines (13), (14}, and (15): An attémpt'was made to estimate the market
velue of each bullding and parcel of land, Viet-Nam has a registration tex
of 18 per cent levied on the market value of property when land and build-
ings are sold., The services-of a technician experienﬁed in assessing pro-
perty for this regiatration tax was obtalned for the purpose of assessing

B all properties in the commercial block. His efforts resulted in t._otal _
valuations of 13,144,0004VN for the land and l7,2h9,000$VN for the buildings,
_or 30,393,0006VN for the combination of the two. It is important to note

- that although the total valuation for the land is nearly as great as the
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total valuation for the buildings, previous calcuiations have indlcated
that improvements bear 97.6 per cent of the totel tax burdsn. Another
important celculation is that the ratio of totel property tax assessments
in l958t%otbl market value of land and buildings is 1.11 per cent, which
is a moderate burden by United States standards.

Lines (16), {17), (18), ggg 1;213 An attempt was made to estimate key
rents, but it must be admitted frankly that not much confidence can bs
attached to the results. As.explsined previously, key rents arise only
where there has been a turnover of tenancy. In the commercial block under
~ survey, however, at least one-half of the properties were owner=~occupled,
-while In the remsining cases the tenants wsre naturally reluctsnt to divulge
the amounts of key rept paid because of the lllegality of this form of
paymsnt.

The procedure followed in sstimating the relationship of key rents to
contract rents was to obtaln the services of an employee of the Salgon pro-
perty tax bureau and to‘rsquest him to answer the following hypotheticsl
question for eaoh property: "If this land and buildiné wsrs.rsnted by a
new tenant today, what is the likely contraoct and key rents which would
have to be pald?" Admittedly, this procedure is rather fansiful. To some
degree, it is like posing ths question: "If I had a brother, would he
like green cheese?" The only confidence that can be attached to the results
arises from the facs that few people in Ssigsn would know more aboﬁt the
levels of contract and key rents thsn,ths person asked to make the estimates

for this research. But on the other hand, mush of what is kmown about key
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rents by anyone, including this expert, is based on hunch, intuition, and
hearsay. '

The procedure.used provided the infonnaﬁion that a total of 9,590,0004VN
in key rent would have to be pald in order to obtaln occupancy of all of
the properties, which is in addition to total estimated monthly contract
rents of 151,0004VN. This totéi of estiﬁated key rents was tﬂen translated
into.what might be called the "real" cost of making the key rent payments,
which is the alterative earning power (at an assumed rate of interest of
8 per cent) of the funds invested in key rents. Next, the real cost of the
key rent was converted to a monthly basis, which resulted in a total
63,927$VN per month., In summary, the research resulted in total estimated
moﬁthly contract rents of 151,600$VN and total estimated mdnthly key rents
of 63,9274VN, or 214,9278VN for the combination of the two.

Stating the results in appfoximate terms, the research indlecates that
key rents tend to be about 40 per cent of contract rents. This would mean,
in turn, that about 70 per cent of the true market rent is being used for
the assessment of property taxes on buildiﬁgs in those cases where key rente“
‘are being charged for occupancy.

Lines (20), (21), and (22): Finally, an attempt was made to relate assess-

| meﬁts and collections, but here again, the results are more suggestive than.
definitive. The propérty tax asseasment_pefiod is 17 months, or for 1958°
property taxes, the tax bureau is required to make assessments during the
period from January 1, 1958 to May 31, 19%9. Normally, the pﬁincipal 888685 =

ment roll for l958,lwhich would include about 75 psr cent of all properties,

w
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would be sent to the General Treasury for collection in September, 1958.;
In 1958, however, the roll was late in preparation because of the need to
revise the assessments and the institution of a new IBM procedure. As a
resulf, 1958 tax assessments for only 17 out of the 29 properties had been
forwarded to the General Treasury for collectlon by June 1, 1959. Only two
taxpayers out of 29 had pald their 1958 taxes by June 1, 1959.

Asgessments end collections for 1957 were then reviewed on the assump~
tion that 1958 migh%fﬁave been‘a typleal year. This attempt was frustrated,
however, by an inadequate system of keeping records in the Saigon property
tax bureau, which prevented a cross~check for all cases between assessments
and colleqtions. Out of 29 agsessments made in financial year 1957, ¢ assess~
ments could not be checked, lérasaeasments were found to be collected, while
two 1957 tax assessments were ldentified as still being delinquent as of
June 1, 1959,

(2) A Slum Block: The second block selected for analysis was an area in

the residential slums of Saigon. Typical of this type of block is a rather
presentable appearance from the ocutside, where commercisl establishments line
the oity streets. The inside of the block, however, is another world, with

a labyrinth of winding lanes and paths and a helter-skelter jumble of hundreds
of small dwellings. There is a considerable variatioh‘in the housing; some
buildings are rather large and of permanent construction, while others are
hovels. Generally speakiﬁg, this slﬁm was above average in the sense that there
are several much worse‘iﬁ Saigon-Cholon., |

Only a portion of the block was surveyed, ccmpfising a gection of
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several commercial establishments bordering a city street and an adjacent
residential slum area lying behind the business stores. The area surveyed
contained 52 separate structures and the land under the buildings was
owned by five different persens. |

411 of the buildings were found to be constructed during the war or
shortly after and without authorization from the ovners of the land. The
owners of the land receive ho'rent from the squatters, and in fact, do not
Qant to receive rent because it is thought that the receipt of income would
constitute approval oflthe {1legal use of their land and this would prejudice
the eventual removal of the squatters. It is reported that the owners of
the land wish to obtaln removal of the squatters but are prevented from
taking legal action. |

The buildings were assessed for the first time in 1958 and the proper~
ties are presently (in June, 1959) in the process of being placed on a tax
roll for the payment_of 1958 taxes, As a result, no taxes have ever been
paid on the buildings, even though some of them were constructed five to
ten yeérs ago. Assessments were 6btained in 1958 by sehding an inspector to
the area for physical examination of the properties. The ovmers of the
bulldings have never complied with the requirement of meking voluntary'declara-
tions of rental valus, and assessments would never be obtained without direct
action on the part‘of the property tax bureau.

Not all of the properties will appear on the 1958 tex roll. One build-
ing wﬁs considered to be too small to be taxed, while six were exempt because

they had thatch roofs. Another five had either escaped assesement, or the



64

aaseséments had been lost in the tax bureau. The remaining 40 buildings
will likely be taxed on a supplementary 1958 tax roll, and the total tax
for these has been calculated to be 18, 5294VN. |

With some surprise it was found that the land also had never been
placed on the tax rolls, althdugh-personnel of the tax bureau indicated
that it "may! appear on a supplementary 1958 tax roll for the firét time.
+ A possible reason why the land has never been taxed is that the low tex
rate on land as compared to bulldings makes it more productive to place
bulldings rather than land on the tax roll. Because the owners of the
land receive no rental payments, the land will be classified for tax piur-
poses as "unoccupied". Should the land become taxable, the tax liability
has been camputed to be 3,590%VN, '

From this token study, there is no way to determine hbw much of the
- land and buildings in the slum neighhorhoods of Saigon~Cholon escapes pro-
perty taxation. There is a presumption that it is considefablé, however,
for two reasons. First, the slum block visited is above the average, and
if this particular‘area is only in.the-ppoceas of belng placed on the tax
roll, the likelihood is that the worst slums remain to be asaessed. Secondly,
slum properties must be placed on the tax roll by direct action of the tax
bureau, and veny little staff is available for this work. _
(3) An Qgpggf;ggggg Residential Block: The'third:block selected for analyéis
is situated in the best residential area of Salgon, where all of the houses
are of permanent constructibﬁ and are generally of the typs rented for the

use of United States personnel. ‘There were 32 propertiea in the block, but
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)three'governmentally—owned buildings wére deleted from the sample because
of their tax-exempt statu;. One corpbration owns nine of the remaining 29
properties, which probably introduces a bias into the analysis because of
the 1ikely superiop compliahce record of corporations as compared to individ-
~ual owners., | | _

A1l properties were found to be on the tax roll in 1957, and thus it
.1s to be assumed that they will also all appsar on the 1958 roll, when the
latter is completed, The shortcomings in property tax adminisfration, there-~
fore, involve possible underassessment and failure to collect taxes dus rather
than omission from the tax roll. .

| Cqmpliance with the requirament to file voiuntany declarations of rental

valﬁe wﬁs found to be poor in 1957, with declarations being received from
only nine out of 29 properties. In the remaining cases, the rental value
asaeéSmeﬁts were determined by'the.Saigon property tax bureau, Some of the
nine voluntary deolaratiohs were also unrealistically low and had to be
raised by the tax bureau., For exahple, the rental.value on one property was
raised from 1,2008VN to 9,2008VN monthly, and on another from 1,0008VN to
L, 5004VN, Even: worse, - in 1958 only two owners out of 29 forwarded voluntary
declarations of rental values, When most owners do not forward these voluntary
deolaratigns, and wheﬁ most of the remainder underestimate the rental values
 of their properties, bhere‘is real doubt whether the declarations serve any
uéeful purpose. |

Monthly rental values for the 29 properties were nearly doubled from
-i957‘to 1958; rising frbm a total of-56,608$VN to 107,2674VN. But even this
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latter tc_:ta.l represents a considerable degrée of underassessment., This is

evident from the fact that several of the 29 properties have a monthly rental

““Yalue Of apprdkimatély 20,0004VN to 25,0004VN, yet the total réntal value for

“all 29 properties is only 107,267$VN. One property in particular is rented

to a United States agency for 20,000$VN monthly, but has an assessed monthly
rental value of only 8,000§WN.

- ~"Ihg second Weakness 1n administration apparent from this block'is

‘eoifection., By June of 1959, only 68 per cent of 1957 property tax ‘assess-

ments had been collested,  ‘Ten out of the 29 properties were delinquent.
Theré is little excuse for this poor colleotion record in a block where the
owners of the property obviously have capaclty tc pay.

Finally, it' is apparent that there is undue delay in preparing the tax

“irolls, By -Jtme of 1959, not oné of thie 29 property owners had received a tax

assessment for 1958 ‘taxes."

' Burveyeof Residericss Rented by the United States Government

A survey of a small ‘Bample of résidefices in Salgon rented by the United States

Governmént wds undortaken in order togain an insight into property tex com- |

“ pliance ahd ‘énforceiment ¥or this unitue +yped ‘of property.  Another reason

* for undertaking the reséarch was %o obtain informaticn on the degree of under-~

assesement ih general. Properti¢s rented to the United States Government are

‘leased at -i‘uil'market value without key rents being paid. - In other words,
" ‘the ‘verital values of these houses reflest the actual market level of rents

“on which mést tax dssesaments should be levied. It was believed that it would

b frittful, therefore, to compare tax assessmerts on these hotuses with another
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comparable group which was owner-occupled in order to.determine if thers
was an appreciable difference in tax assessments betwesn the two.
The initial ssmple included 34 buildings, but several deletions had
to be made from this number for a varisty of reasons. First, thore were
six apartments in the sample, which had to be deleted because the only
information available on the buildings from the rental contracts entered
-~ into by.the United States Government referred only to the spacific apart-
ments rented rather than to the uhole-of the building. In addition, one
property was exempt fram the property tax because it was owned by the Viet-
_ namese Government, while another was éituated outside of the Saigon city
limits. These deletions reduced the sample to 26 houses. | |
Byt even these 26 residences could not be analyzed as & homogeneous
group because of variations in the inclueive dates of the loases. Only 12
properties were rented during all of calendar year 1957, so any analysis for
| 1957 had to be restricéed to this reduced number. An additional ten proper-
ties were rented during all of 1958, so a total of 22 properties was avallable
for analysis in 1958. Four remaining properties were rented for only part
of 1958 and wero deleted from the sample. |
The most conspicucus ifregularihy_found in ths remaining group of 12
properties rented during all of 1957 was the degree of undersssessment. This
underassessmeﬁt results in the most part from the fact that re-assgssment is
undertaken only every three years, and 1957 happened to be the last year of a
three~year period. As a result, the-tdtal tax assessment for the 12 pro=-

' pertles was only 159,476%VN, while the tax assessment based on actual contract

1
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rents was computed to be 354,4075VN. In addition, the 1957 tex on two
of the properties, amounting to L6,097$VN5 still had not been collected
as of June, 1959. The combination of under-sssessment and weak collection
and the one property sbsent from the tax roll. resulted in the actual
collection of only about 32 per cent of the real tax due (based on contract
rents)} in 1957,

Assesaments were improved in 1958 for these same 12 prdperties because
of re-assessment proceduréa tinderteken in this year; Five out of the 12
owners voluntarily reported their rental inbomes for this fe-assesament.
Three of these five owners reported théir renﬁal in¢omes accurately, but the
other two under-reported without much restraint. One pfoperty owner reported
his rental income as 5,0004VN monthly as compared to the contract rent of
25,000$VN, while the other reported a rentél income of 3,0004VN instead of
16,0004VN. In both of these cases, however, the tax bureau ralsed the rental
income up to the full amount.of the qontract rent on the basils of information
recelved from the Reglstration Directorgme, where all rental contracts aré
required to be registered. For the remaining seven cases in‘ﬁhich the tax
bureau made the determination of rental value in the absenﬁe of declarations
from the owners, there were three instances in which the bureau underestimated
the rental values. One of thesé was serdously underestimated with an assess- |
ment of 3,0004VN monthly as compared to the §ontract renﬁ of 26,0008VN.
Apparently, this type of under-assessment occurs when the tax bureau does not
rocelve infbrmétion on particular rental contracts from the Registratlion

Directorate. It also suggests that prOperties rented to United States
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Government are being discriminated agalnst in assesament., More will be
said on this point later.

~ Tax assessments for the 12 properties in 1958 totaled 313,8608VN as
compared to tax assessments based on contract rents of 354, 407T8VN. This
represents a ratio of actusl assessments to contract rents of 87 per cent.
As of June, 1959, assessments for.l958 have not been mailed to the ovners
and hence no collections have been made.
M But another rather sericus type of under-assessment not apparent from
the above analysis is the practice on the part of the tax bureau of reducing
the gross rent of these properties by 60 per cent whenéver the houses are
furnished.”’ This allowance is clearly excessive, because it.is tantamount
to saying that the value of the furniture is about one-half as great as the
value of the land and buildings. Furthemmors, it was determined that this
reduction of 60 per cent was.applied to every assessment in the sample,
whereas several bulldings were found to be eilther partly furnished or un-
furnished. | o

The second stage of the analysis involved a ccmparison”between a group

of houses under contract to the United States Government and another comparable
group which ﬁﬁs owner-occupled. This research had as its objective the
determination of whether there was an appreciable difference between tax
assessments based {at least to some considersble degree) on oontra?ts reflect-

ing full market rents and those for which no objective standard was available

50ne property was even reduced by 80 per cent on the grounds that the house
was owned by the widow of a men killed by the Viet Cong and the widow was
unable to pay the ful amount of the tax. -
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for making th9 assegsment.

Prbcedurally, the approach used was to select a comparable "idanticai
twin', known to be owner-occupied, for each of 12 houses rented to the United
States Government during all of 1957 and 1958. This "twin" was selected
visually by visiting each of the 12 neighborhoods where the governmentally~
rented houses were located, and by selecting a houselthat was approximately
the same in size, construction, and general attractiveness. Admittedly,

" this methodology is imperfect, and the sample is ridiculously small, but the
marked difference found between tex assessments for the two groups warrants
some attention being given to the results.- Our research showed that the
total tax assesament for the 12 properties rented by the United States
Government was 313,B604VN in 1958, while the total tax assessment for the 12
owner-occupied houses was only 155,4588¥N. A few particular comparisons
show extreme variations. For axample; one house rented to the United States
Government bears a tax of 25,4604VN, while its owner-cccupied twin bears a
tax of only 3,300$YN. It should be borne in mind, also, that the tex dise
crimination against houses rented by the United States Government would be
even more serlous if the gross rents of these houses were not réduoed by
60 per cént.as an allowance for furniture, | |

The abbve research indicates a genseral reluctance on the part of the

-tax bureau to tax owner~occupied houses on the basis of real rental value.
In addition, there ié probably a tendency to underassess houses rented by
Vietnamese; The reason for this is.théf the owner will usually exact a key

rent and then the house will be assessed only on the basis of a low contract
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rent., Meanwhile, the tax bureau cannot adjust such an under-assessment,
for the owner may verify the rent by produclng the contract rent agreement.

Toward Retionsliging the Tax on Agricultural Land

The ravages of war and civil strife for 15 years resulted in near
collapse of agricultursl lend taxation in Viet-Nam, and very little has been

done since 1954 to rehabilitate the system. The present shortcomings are

. serious and extend through all phases of policy and administration. The

bagic land tax law is irrational and diseriminatory; tex rates are exces-

-sively low; as much as 30 per cent of the rice land in South Viet-Nam is

off the tax roll; classification of the land has not been undertaken since
1945; the collection effort is anemic; and the personnel engaged in assess~
ment and collection are meager and poor in quality. All of this adds up to

en extremely weak system of land taxation, Nothing short of a revolutionary

~ thrust forward is necessary to overcome these shortcomings.

As a point of departure to suggest some improvements, the basic land
tax law as it applies to rice land may be considersd. The present tax
schedule for the rice land is: _

Super Grade (85$VN per hectare) 3 over 2,000 kilos per hectare

First Class (654VN per hectare} : less than 2,000 and over 1,200 kilos of
' ' paddy per hectare ;

Second Class (504VN per hectaré) ¢t less than 1,200 and over 700 kilos of

paddy per hectare

Third Class (35$VN per hectare) $ less than'700 and over 500 kilos of
paddy per hectare

Fourth Class (20$VN per hectare) i less than 500 and over 300 kilos of
paddy per hecteare
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Fifth Class (1O$VN per hectarse) : less thgn 300 kilos of paddy per
: hectare

This schedule has several shortcomings. Several of the ranges in
production are too.wide; for example, land c¢lassified as First Class extends
from 1,200 kilos to 2,000 kilos, which means that two hectareé producing
1,200 and 1,950 kilos respectively bear the same tax burden. Further, the
limits in productioﬁ should be extended upward beyond 2,000 kilos per hectare,
”while there is no need fér extending the range below 500 kilos per hectare
because yields below this level of production ars unusual and generally do
not represent an economib use of the land.

Table 9 has been prepared to illustrate another shortcoming of the present
rice land schedule. It may be seen that the ratio of tax to gross value of
product per hectars is generally regressive, with a yield of 800 kilos per
hectqre bearing the highest tax and a yleld of 3,000 kilos per hectare bearing
the lowest. One adninistratorts observation of this was that the schedule
was possibly developed in order to ensure that low-income rice farmers would
bear the highest tax burden. | |

S5ti1l another unneutrelity is caused by the different percentege inereases
in tax rates which are added to the central government tax for the benefit
of ﬁhe provinces.and villages. Generally; these percentage increases are

higher in Central Viet-Nam and in the Highlands than in South Viet-Nam. The

6Theee tax rates were established by a dec¢ree of the Secrotary of Finance on

June 9, 1955, Before this date, the six tex rates for Super Grade to Fifth
Class weres 2004VN, 1604VN, 1304VN, L00$VN, 70$VN, and 4OBVN.
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Table 9

Ratio of Property Tax Burden on Rice Land
to Gross Value of Product Per Hectare

Ratio of
_ . Tax to
Classfi- _ Gross Value Gross Value
Yield Per cation Tax Rate of Paddy per Total Tax of Paddy
Hectare in of Land Per Hec~ Hec- per Hee~ Per Hec-
Kilos for Land tare tare tare tare
Tax () (gvn)l ($vN)2 (Per Cent)
200 Fifth Class 10 594 11.50 1.94
400 Fourth ! 20 1,188 23,00 1.94
600 Third ® 35 1,782 L0 .25 2,26
800 " Second " 50 2,376 57.50 2.2
1,000 Second 50 2,970 57.50 1.90
1,200 Second " 50 . 3,564 57.50 1.61
1,400 First 65 4,158 7675 1.79
1,600 First M 65 LyT52 TheT5 1.57
1,800 First ™ 69 5,346 Th75 1.39
2,000 First " 65 5,940 TheT5 1.26
2,200 Super " 85 . 6,534 97.75 1.49
2, 400 Super " 85 7,128 97.75 1.37
2,600 Super " 85 7,722 97.75 1.26
2 ,800 Super M 85 8, 316 97.75 1.17
3 000 Super 85 8 910 9775 1.09

1. Based on the assumption that the price of rice is 4508VN per 100 kilos,
and that 66 pereent of this amount, or 297%VN represents the price
of paddy per 100 kilos.

2, Tax rates are for Gia Dinh, a province in South Viet-Nam.
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result of this, as shown in Tabls 10, is that a hectars of Super Grade
rice land is taxed 2 1/2 times higher in Dalat, situated in the Highlands,
than it is in Gia Dinh, a province in South Viet-Nam.

Table 10
Land Tex on One Hectare of

Super Grade Rice Land for Selected Provinces

. Central
Province “Region Govern- Provincial Village Total
ment Tax Tax Tax Tax
($vn) ($v) (gvn) (V)

, Gia Dinh South VN 85 - 8,50 425 975
Long Khanh South VN 85 12.75 8,50 106.25
Binh Dinh Central VN 85 85.00 (1) 170.00
Phu Yen Central VN 85 85.00 42,50 222,50
Dalat Highlands 85 170,00 1)  255.00
Banmetotnt  Highlands 85 85,00 (1)  170.00

(1) ©No village rate.

Becauée the faults in the basic schedule for taxing rice land are so
conspicucus, it is relatively easy to suggedt an improvement. The following
schedule is proposed:

First Category: Under 600 kilos per hectare

Second Category: from 600 to 1,000 kiloé per hectare

- Third Categorys from 1,000 to 1,400 kilos per heotare

v
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Fourth Category: from 1,400 to 1,800 kilos per hectare
Fifth Category: from 1,800 to 2,200 kilos per hectare
Sixth Category: from 2,200 to 2,600 kilos per hectare

Seventh Category: from 2,600 to 3,000 kilos per hectare

Eight Category : over 3,000 kilos per hectare

This suggested schedule would eliminate the unrealistic categories
below 600 kilos per hectare, and would also extend the categoriss beyond
2,200 kilos per hectare. Also, each.category has a range of no more than
400 kilos per hectare, which helps to make the tax burden more uniform.
Yields for these categories should be determined on the basis of annual
production. |

The next problem is to devise rates to be assoclated with these categories.
Two problemé arise in this regard: (1) Should the rates be progressive,
proportionate, or regressive relative to output per hectare? (2) What
level of rates should be chosen? In answer to the first question, a pro-
protionate rate achedule appears to be 5est, principally to afoid the short-
comings of both regressivity and progressivity. A regressive rate schedule.
would penalize poor land and generally cultivatofs who have the least
ability to pay, while progressive rates would discourage the development of
.desireable practices in raising yieldﬁ. |

The level of rates raisés the whole issue of waht burden of taxation
'should be borne by agricultural land in Viet-Nam. To resolve this problem,
it is necegsary to_consider the country's fiscal probleﬁ in general. At

the present time, there is a central government budget of approximately 15

o
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billion $VN, of which the Vietnamese Government itself in the absence
of American.aid 1s capable of ralsing approximately 5 billion $VN.

It would be ideal if most of this defiecit could be covered_by an
increase in income tax ylelds, but this is unrealistic. Income tax
revenues are preésently about 800 million $VN, and the moét optimistic
hope would.be to raise this yleld by 1 blllion $VN during the next five

_years, This would mean that there would still remain a deficit of about
9 billion $VN, assuming that the central government budget oan be held at
the level of 15 billion VN,

'In general, Viet-Nam has only two other sources of tax revenue in
order to obtain this 9 billion $VN in needed revenue. One is various
taxes on production and exchange, such as import duties, excises, business
licenses, pfoduction taxes, etc., while the other is direct taxes on land
and buildings. Since the téx gystem is already heavily weighted in favor
of indirect taxes on business, there_is'a presumption in favor of shifting
a larger percentage of the tax burden to land and buildings. Justification
for this is the evidence presented pre#iously that the hentral government
received only 1.21 per cenp of its tax revenueé from the property tax.ih
1957, and property taxation was an equally unimportant source of revenue
at the provincial and village levels of government. Thus, real property
tax rates should be raised in order to produce more revenue as well as to
develop the property tax as é relatively more important source of governmental
revenue, S |

There should also be no reluctance to ‘double the tax rates on rice land,
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not only because of revenue nesds, but because the present rates are
ridiculously low. New owners under thé land reform program of previously
uncultivated land would not suffer a hardship because they are glven the
benefit of a three-year property tax exemption. The only cause for concern
" would be low-income cultivators, for whom any increase in taxation would
- be an undue burden. To resolve this problem, it is recommended that all
payments below 200$VN be exempt. This would be an administrative advantage
because it would eliminate diffieult assessment and.gollection problems
on emall holdings. | |

A new tax scheduie for rice land has been developed in Table 11, with
proposed tax rates wurying from 25$VN per hectare on the poorest quality
of land to 200$VN per hectare on the most productive land, instead of the
present range from about LOSVN to about 100$VN. This new tax schedule has
been.developed by establishing a tax of 200§VN per hectare for the best
land, and then detennining tax rates which would provide an equal burden on '
all other land based on the mid-point of each productive brackst (column
2 of Table 11). The result is a uniform tax burden on all land. Although
the tax rates would be increased on most land, the tax burden on low-ylelding

land would actually be less than it is at the present time.
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Table 11

Proposed Tax Rate Schedule for Rice Land

Yield per Mid-Point Paddy Value,£ Total Ratio of Present Present Ra-
Hectare in for Calcu- per Hectarel Tax  Tax to Tot tio of Tax

Kilos lating Tax Value of Tax to Value of
in Kilos {($vN) ($VN) Paddy per  (PVN) Paddy per
Hectare Hectare
($vn) ($vm)
under 600 400 1,188 25 2,1 40,25 1,94
6001 ,000 800 2,376 50 2.1 57.50 2.42
1,000-1,400 1,200 3, 564, 75 2.1 57,50 - 1,61
1,400-1,800 1,600 hy 752 100 2.1 . ThaT5 1.57
1,800~2,200 2,000 5,940 125 2.l TheT5 1.26
2,200-2,600 2,500 7,128 150 2.1 97.75 1.37
2,600-3,000 2,800 8,316 175 2.1 97.75 1.17
over 3,000 3,200 9, 504 200 2.1 97.75 1.03

lBased on the assumption that the price of rice is 4L50$VN per
100 kilos, and that 66 percent of this amount, or 297$VN re-
presents the price of paddy per 100 kilos.

%lax rates are for Gla Dinh, a province in South Viet-Nam.

| Given the new produdtive brackets for classification of the rice land
and a new uniform tax schedule, the next issue 1s how the rice land 1s to
be reclassified. It will be recalled that rice field classifications have
not been revised since 1945, and undoubtedly during this lapse of time the
_classifications have become obsolete. Fufthermore, there is the problem of
surveying and classifying land presently not on the tax roll. DMention has
- also been made of the fac£ that this fery ambitious undertaking of au:veying,
identifying the ownership, and classifying all rice land in Viet-Nam is |

beyond the resources or the technical competency of either village authorities
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or the General Directorate of Taxation.

Fortunately, a solutlon is at hand. By December, 1959, the technical
personnel used for the iand reform program could be utilized for this pro-
Jeet. This staff Includes 145 surveyors, 100 draftsmen, and 300 unskilled
workers. The Director of the Gadastral Serviece has already surveyed one
village in Central Viet-Nam and based on this sample it is estimated that
~all land in Central Viet-Nam could be surveyed and classified in two years
at & cost of 100 million $VN. All land in Viet-Nam could be surveyed and
classified at an estimated cost of about 200 million $VN. It is to be hoped
that a decision will be made in favor of using this group of workers for tax
reform after their services on land reform are no longer neéded, for theres
is no other apparent solution to the problem of improving present classifi-
cations and placlng more property on the tax roll.

There are no delusions held that this type of tax reform‘WDuld be an
easy Job or that it would be done perfectly. Aerial photographs could be
used to identify individual propertiss, and vieits would be made to each
farm at the time of harvest to estimate ylelds. This procedure would not
produce perfect results, but itjwould be adequate for tax purposes and
immeasurably better than the present chaotic situation.

One final problem on rice field taxatign needs to be resolved. Previous
mention has been made of the fact that variable provincial and village tex
rates result in tax discriminations.. These discriminations should be re-
moved in part by eliminating the percentage addition to the central gbvern—

ment tax for the provinces and by having only a single tax schedule like the
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one developed in Taﬁle 11+ The villages, however, should be permitted to
add percentages increases to the tax for thelr revenue needs.

How should the proceeds of the tax be distributed between the contral
government and the provinces? There is a temptation to recommend that all
of the property tax revenues from agrioultural'land be given to the provinces
bscause of theif present acute need for revenue. The shortcoming of this
~ approach is that the central government also hés a need for revenues, and
it is to be hoped that the central government will be able to share in the
proceeds of tw land taxation as the latter becomes more productive over -
time. For this reaéon, it 1s recommended that the central government'énd
the provinces share the basic revenues equally, with the vlllages being
permitted to add a percentage of the tax for thelr requirements.

Suggesting some improvements for tﬁe taxing of land used in mixed
cultivation (all other agricultural use of the land except the growing of
rice)fis more diffioult. Reproduced below from Appendix E is the schedule
used for mixed cultivation in South Viet-Nem. There are, in addition, two
other schedules for Central Viet-Nam and the Highlands.

(1) Super grade category (2508VN per hectare): rubber land which did

not suffer destruction, cocomut palm,

(2) First category (190$VN per hectare): rubber land which is

cultlivated but suffered destruction, pepper, coffee, sugar,
fruit-bearing trees, vegetables, soy bean and similar products,

~ Jute, rameo. s

(3} Second category (1104VN per hectare)s pineapple, areca, betel,



81

bananaé, tepioca, milberry trees, carrots, yams, potatoes,
corn, peanuts.

(4) Third category (55$VN per hectare): abrasin.

(5) Fourth caﬁegogz (20$VN per hectare): palm trees, mangrove trees,
and all other uses of land not mentioned above.

(6) Fifth category (158VN per hectare)s forests, pasture, wasteland,
lakes.

This schedule apparently represents an attempt to tax land based on
elther grosa.or net value of yield for particular crbps. That the schedule
is large bassed on hunch and whim is evident from the fact that few
statistics are availﬁble in Viet-Nam on average gross value per hectare for
particular crops, and even less information ie avallable on net value. There
is, therefors, ﬁhefsuspicion that some producté in the First categorj should
be in the 3Second, and vice versa. There'are, moreover, some glaring cmissions
like tea and tobacco. Not the least of the inconcistencies is the variation
between the three regional schedules. For examéle, coffee is taxed at 3004VN -
per hectare in Contral Viet-Nam, 2508VN in the Highlands, and 1904VN in South
Viet-Nam. |

These criticisms are shared by other obﬁefvers. One agricultural expert
observed that the schedule was probably developed by people who had never
been outside of Saigon. Another observatioﬁ was that fhe scﬁedule was -
developed in order to protect rich landowners. _

But it ié easier.to.find fault with the séhedulqs than to improve them.

Bven if the average valué per hectaré were known for a particular'crop, this
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average is not a very good base for a tax because of the variation between
high and low yields. For example, it.may be possible that the average
gross value per hectare of coffee lshighdy than the average gross value per
hectare of tea, but the value per hectars of much high producing tea land
may overlap the value per hectare of low producing coffee land. Another
problem is that the average gross value of coffee per hectare may be higher
_ than that for tea, but.the coat of production may be higher for coffee than
for tea.

- With the general lack of statistics which would be necessar& to improve
these schedules for mixed cultivationythere is the temptation to abéndon
them and turn to some other base for the land tex. But other bases appear
no more promising. Basing the tax on the market value of land is not feasible
bécause there is no active market for agficultural land in Viet~Nam. The
iand could be zoned into several categories based on inherent productive
capacity, but thie procedure would leave out such considerations as the
location of the land énd.particular agricultural practices on the part of
the_cultivators which contribute to the value of output. Moreover, there
is always the argument that it is better to retain the familiar ways of
taxing, providing that they can be improvédf‘ |

.There ié no doubt that some improvamént could be introduced to these
schedules if available statistics were assembled and the resources of com-
- petent agricultural ecoﬂomists were utilized. For this reason, it’is ro=
conmended thaf the prcblem be resolved by the Departmen£ of Agriculture

with whatever assistance mey be required. This dopaittiontmay consider as
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a point of departure the following suggestions: (1) one schedule should
be devised for all Viet-Nam instead of the present three different regionsl

schedules; (2) tax rates should be increased in view of the need for more
governmeﬁtal revenue; and (3) forest taxation should be removed from the
property tax and treated uniquely.

Finelly, the Govermment should consider the advisability of adopting a
special tax scheduls for rubber plantations. Uniqﬁe treatmént of this
industry appesars wﬁrfanted because of its importance to the economy in genersl
and as an earner of foreign exchange.

At the present time, producing rubber trees bear a central gqvernment
tax of 3004VN per hectare in Central Viet-Nam,‘l90$VN'in the Highlands, and
2504VN in South Viet-Nam. Also, in South Viet~Nam, rubber land which
suffered war deatructibn.bears a reduced tax of 190$VN, In addition to thesc
tax rates, there are percentage additions to ths centfal-government-tax for
the benefit of the prévinces and villages whieh vary froﬁ 15 per cent in
South Viet-Nam to 150 per cent in Central Viet-Neam and the Highlands. Un~
cultivated laﬁd and land planted in young.non-producing trees have a uniform
central government tax in all regions-of 15$VN per hectare.

The most obviocus recommendation which may be made is to establish uniform-
ity of rates for ali'regibns. Regional tex differentials aro a earry-over
from the time when there was regionsl autonomy in taxation and have little
or no economic Justification. Therefore, it is proposed that a single rate
or rate structure be adopted for rubber land which would be applicable to

all Viet-Nam, with the central government and the provinces sharing fevenues
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equally, but with the villages beilng permitted to add a percentage increase
to theltax for their revemue nseds.

The next consideration is whether all land producing rubber should
bear the same tax rate, or whether a tax schedule could be devised which
would be more closely related to capaeity to pay and would be more con-
dugive fo the expansion of the industry. Of basic felevance for this con-
sideratioﬂ is the productive cycle of the trees. Rubber trees usually
require about 7 years before they can be tapped, and then there 1s low
productivity for about 5 years. The heaviest yield 1s obtalned from about
the 12th ® 25th year, followed sgain by dimished produbtivity.
| This productive cycle could be related to the tax burden by first
exempting land planted.in non-bearing new trees in order to encourage ex-
pansion of the industry. Then the tax rate could be low during the early
years of reduced yield, raised higher for the intermediate years of high
yield, and then reduced again when ylelds decline. Care must be taken not
to reduce the tax rates appreciably on older trees or there would be an
incentive to retain old low-producing trees in cultivation. Also, the tax
rate should be the same on high and low yielding plantations in order to
sncourage better techniques of production. Tﬁe following suggested tax

schedule incorporates these principles:

_ Tax Rate
Age of Trees per _Hectars
Until trees are tapped Exempt
From initial tapping : 1504VN per hectars

to 12 years
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13 to 25 years 3504VN per hectare

over 25 years ' 2504VN per hectare

Over a period of 35 years, the proposed new schedule would result in
approximately the same over-all tax burden as the present schedule. One
édvantage of the new schedule, however, 1s that it would be more convenient

to the growers because it would relate the tax burden to capacity to pay

- over time., Also, the new schedule would encourage growth of the industry.

These two advantages must be weighed'against two shortcomings. Producers

of rubber would be required to classify their total land according to the

‘tax schedule and report the number of hectares owned in each category. This

would be relatively easy from a compliasnce point of view, but would be
difficult for tax inspectors to veriiy; It would be particularly difficult
on small rather than on large plantations, where record-keeping is poor.
It could also be ergued that any change in the taxation of rubber plantations
cfeates uncertainty in én industry on which the Government must rely for a
significant amount of'its foreign exchange sarnings.
The Rationale of Real Property Taxation

Tax economists have very little good to say about a property tax., It
has been deseribed as a t#x which is "wrong in theory and unworkable in

practice. The section dealing with the property tax in a typical public

finance text is devoted in the most part to a condemnation of the theoretical

and administrative shortcomings of the tax; its virtues, on the other hand
ofpen are dlscussed in a cursory manner.

A substantial case can be developed against the property tax in principle.
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-If the tax 1s to be defended on the benefits received principle, a close
connection must be shown between the taxing of property and the uselof
revenues for the direct benefit of the properties taxed. This connection

is invariably tenuous, however, for there is a general tendency for property
tax revenues to be used as much or more to benefit tax-exempt properties

and individuals rather than taxed propertyl Equally unconvincing is the

’ attempt to justify the tax on the basis of ability to pay. When the property
tax is based only on land and buildings, as it is in Viet-~Nam, only one type
of wealth 1s singled out as a criterion of ability to pay. On the other
hand, much wealth in any counﬁry is held either in the.form of exempt tangible
property, suqh 8s gold, precious stones, machinery, livestock, and inventory,
or exempt intangible wealth such as money, promissory notes, stocks, and
bonds. Except in a dominantly agricultural economy, where the commercisal,
governmental, and industrial sectors are of minor importance, there is
unlikely to be a close relationship between taxes paid on real property and
taxpayers' income.

Incidence of the tax —-'who actually bears the burden -- is uncertaln,
While taxes on owner ~ occupled houses are regarded as nonshiftable, there
is usually some shifting, although to an indeterminate degree, when taxes.
are placed on commercial and industrial property. It is also Eelieved that
- taxes on.land are nonshiftable, while taxes on improvements are shifted over
time. _In other words, property taxes do not reduce the supply of land but
tend to reduce the supply of improvements.

Among the economic effects of the property tax worthy of mention is the



a7

tendency of the tax insofar as it falls on bulldings to discourage invest-
ment in improvements. The tax also has an effect on land use practices.
Assessment of unoccupied urban lend at the same rate as occupied urban
land will discourage owners from holding the land idle. Similarly, the tax-
ing of idle rural lend will encourage owners to put the land to more economi:
use,

The principal administrative liability of the property tax is acsess~
ment. Typically, assesament p;ocedures are notoriously inadequate, with
the result that there are widespread inequities betwéen propertiés. Under-
assessment is so characteristic that rates are reised to what would be pro-
nibitive levels in the absence of underassessment. Viet-Nam has suffored
from the additional administrﬁtive problems of being unable to add all
property to the assessment role and being unable to collect all urban and
rural asséssments.

Despite these theoretical and administrative shortcomings, however,
most pubii%aggﬁolars find sufficient reasons for retaining the property tax.
The tax.is viewed as a particularly suitable source of revenue for local
governments because of its productivity and stability. Furthemmore, property
‘does occasion the need for governmental expenditﬁres, so there is a justi-
flcatiOn for exacting some charge from owners based on service received.
There is also a reluctance to give up a type of reverue which has gained
public acceptance and which would rgsult in windfall gains to existing owners
of property if abandoned.

In Viet-Nam's particular case, however, these traditional justifications
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~of a property tax may be bdbtered considerably by one other argument. Since

Viet~Nam is dominantly an agricultural country, the greatest potential

source of public revenue in the magnituds in which more revenue is urgently

needed is the productivity of the land. Although in principle this reverue
fromlagriculture should be obtained By income taxation, lack of accounting
practices among farmers and weak enforcement makes this goal unre&listi;

at the present time. In Viet-Nam, therefore, land taxation assumes partic-
ular importance as a means of taxing the agricultural industry under condi-
tions in which an income tax is inoperative. As a means of taxing agricul-
ture, direct taxation of the land is immeasurably superibrlto alternative
taxes on production and exchange. In a similar way, relatively high taxes
on urban property may be justified as a supplement to an administratively

weak system of taxing income.

Summary of Previous Studies

(1) Vietnamese Government Proposals: The fiscal crisis facing the pro-

vinces during 1959 as a result of the elimination of the pacification tax
on.January 1, 1959 has provoked considgrabie current interesst among Viet-
name se goverﬁment officlals on'possible solutions. Comprehensive apalyses
have been undertaken of the ways and means that the provinces could be given
more fiscal autonomy, and theée have resulted in a wlde varlety of revenue
and exﬁenditure proposals. Of partiéular interest to this ressarch ars two
alternative recommendations éoncerning the pfoparty tex: (a) the central
government could relinquish entirely its share of the praperty taxto the

provinces and villages, and (b) the central government ocould relinquish
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one~half of its-éhare of the property tax and, in addition, pemit provin-
clal and village rates to be doubled. Neither one of these solutions,
.however, would be sufficientlto restore completely the resources lost

through the elimination of the paclification tax.

(2) Professor Cole's Proposal :7 Professor Cole recommends sweeping re-
form of the provincial end village tax systems. Most of the existing taxes
would be eliminated and would be replaced by four main sourcés of tax
revenue: (a) an agricultural production tax, (b) a non-agricultural property
tax, (c¢) a business receipts tax, and (d) a head tax.

The agricultural produdtion tax would be based on the estimated potent;
tial gross value of produbtion from all agricultural and wooded land, Tax
rates would be divided into two parts: (a) a basic tax of 6 per §ent of
gross value to be shared equally by the central government and the provinces,
and_(b) a progresesive surcharge of 2 to 12 per cent for the contral govern-
ment. _

Determination of the base éf the tax (estimated potential gross value
of production) would have three procedural stops: (a)-All agricﬁltural land
in Viet-Nam would be surveyed to determine the normal crop and yieid of each

parcel of land. (b) Each year the various provinces (or groups of provinces)

7Professor David Cole was & consultant with the Michigan State University
Advisory Group from 1955 to 1957, during which time he undertook extensive
regearch on provineial and village taxation. His recommendations have been
summarized from & Ph.D. dissertation submitted to the University of Michigan.
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would determine, in consultation with the national government, the appropriate
values to be applied to different ferm crops. The values would be based

upon the current selling pricesfor fammers in the area, and this data would
be collected by the provincial officials. (c)} Estimated potential produdtion
of each individual's fields would be multiplied by these values to determine
the gross value product on which the tax would be assessed.

The proposed tax rates would result in a marginal tax rate of 6 per
cent on value product of 15,0004V¥ or less and would rise to 18 per cent on
value product in excess of 300,0004VN. A few seclected average tax rates are:
6 per cent on value product of 15,000$VN, 9.1 per cent on 100,0004VN, 14.7
per aurit on 500,0004VN, and 17.7 per cent on 5,000,000$VN, Owners of crops
other than rice are given the option of paying either the national surtax
on agricultural production or the national income taxes. This option 1s
denied owners of rice land because the land reform program will eliminate
hqldings in excess of 100 hectares.,

Professor Cole's recommendation for the non-agricultural property tax
1s to use annual pental value as the tax base for both land and bulldings.
This tax would also have a basic rate of 6 per cent shared equally by the
central government and the provinces, and would have the same progressive
surcharges for the central government as the agricqltural producticn tax.
This type of property tax departs from the one presently in uae'in three
respects: (a) Land would be taxed on rental value rather than on the basis
of specifié charges per unit of land area. (b) The proposed tax provides

for higher basic rates by eliminating the deduction of 25 per cent for
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depreciation and maintenance.. (¢) Tax burdens on valuable property would
be increased as a result of the progressive surcharge.

(3) Professor Lindholm's Progosa.lsa8 In general'discﬁssion of agricultural
land taxation, Professor Lindholm émphasizéd four prineiples: (a) the
greatest pbtential source of revenue in Viet-Nam was the produce of the
land; (b) lend taxation should encourage production; (c} progressive rates

" wWere desirable because the income tax was seldom collecfed successfully in
agricultural areas; and (d) land taxation should be used as a source of
revehue for both the central and local governments.

Professor Lindholm's recommendation with respect to rural land taxation
was a2 "national progressive land tax". Procedurally, the application of
this tax would take the following steps: (a) The first three classes of
rice land with the highest tax and the first four classes of mixed cultivation
bearing the highest tax are grouped into the First Category, while the
remeining rice land classes and mixed cultivation classes are grouped into
the Secoﬁd Category. (b) The first four hectares of land in the First
Category end the first eight hectares of land in the Second Category are
exempt from the national progressive land tax. (¢) Each additional hectare
up to & hectares of the First Category is taxed lQO%VN per hectare, while

each additionel hectare up to 16 hactares of the Second Category is taxed

8Professor 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 government taxation. The summary of his property

tax proposels was prepared from Analysis of Vietnam's Tax System and .
Recommendations, United States Operations Mission, Vietnam, 1956, Part VI.
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506VN per hectare. (d) Rates continue to be progressive for sach hcctare
with an upper limit of 7004VN for ecach hectarc over 769 for the First
Category and 4LOO%VN for each hectare over 1,537 for the Second Category.
Six recommendations are advanced for the taxing of urban real property:
(a) Staff employed in urban centers should be increased by 20 per cent.
(b) The 25 per cent deduction fraom gross rental value should be changed to
a flat deduction of 1,2004VN for each property. (c) Rates applicable to
land should be adjusted to correspond with changes in land value Just as
house rent is adjusted. (d) The tax rate on urban land without buildings
and unoccupied rural land should be increased by 20 to 25 per cent. (e)
The liability for payment of the property tax should be on the property it-

self rather than on the owner of the property.
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PART III ~ RECOMMENDATIONS

Urban Tax Recommendations
(1) Prologue: The foregoing analysis has demonstrated that the tax on
urban land and buildings has several serious shortcomings. The basic
law is obsolete and inadequate; there is general underassessment of all
properties as well as unequal agsessment; a considerable proportion of
urban land and buildings (at least in Saigon-Cholon) is off the tax roll;
and collection is equally weak, with only about 60 per cent of assessment
belng collected in Salgon-Cholon, The conclusién is warranted that the
urban property‘tax is a poor tax and is poorly administered. o

Two altematives are avallable for rehabilitating the urban property
tax, depending on whether it 1s desirable to bring about a.rather revolution~
ary change or'improve the present system. While it is preferable in prin-
ciple to retain the familiar and bulld from an exlsting foundation, the
advantages appear to be in favor of a new tax base. For this, market value
as a base for taxiﬁg both land and improvaments‘is recommended instead of
the present base of rental value for improvements and the specific tax on
land. Major reform of this hature 1s to be preferred for two reasons:

First, the existence of key rents prevents any appreciable raising of

present assessment levels or the removal of serious inequities as long as

the tax 1s based on rental valuss. Seqondly, the presént property tax. system
places an undue burden on improvements rather than on land, which again

cannot be altered appreciably if the present tax base is retained.
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Major reform'could not be undertaken by the personnel resources of
the General Directorate of Texation, for the staff is not even able to
handle the present work load. Nor are adequate technicians available in
Viet-Nam for a change~over. Instead, it would be necessary to enter into
a contract with a private firm for the reassessment of all property in
i Saigon=Cholon. There is a precedent for such a program of general re-assess-
ment. . Within recent jears, the Public Administration Service, a United
States firm specializing in public administration projects, undertook.a re—

asgessment of the whole island 6f Puerto Rico, After the re-assessment of
Saigon-Cholon is completed, it 1is anticipated that the Vietnamese staff
engaged for the assesament project would be capable of assessing the other
clties and towns in Viet;Naﬁ. Also, it is enticipated that the personnsl
of the General Directorate of Taxation would be capable of administéring
the new system onece it is esfablished.

The alternative is to retain the present sysﬁam and to introducs
several réfo:nm which would make the tex more equitable and productive,

Among these, the most important recommendation is to make additional staff
of good qualityygvailable for both assessment and collection, At least a
doubling of the present staff is desirable. The staff should be doubled even
if the re-assessmeht project is undsrtaken.

In e#panding the staff, however, the problem is encountered that'only
inexperienced employees are availabl;._ These persons have such low prodnctiv-
ity that their marginal_bgtput_is'bhldﬁ the average output.of the present_
staff, - v
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In addition, there 1s the problem of low average productivity on the part
of‘the pfeaent staff.

The only way that this personnel pnoblem can be resolved is through
a comprehensive progrsm of in-service training, in which l;ﬁerally all
personnel involved in propert& tax aséessment and collection woﬁld.be sent .
to school in-order to have thelr productivity raised. This type of
intensive in=-service treining program would not be succeésful unless forelgn
technicians were utilized 'as instructors, becsuse the resources of the
present staff do not have adequaté technical skillé.g‘
(2)_ Specific Recommendations:

(é) Re-assess all property in Saigon-Cholon with the assistance of a
private contract group. |

(b) Double the size of the present assessment staff.

(¢) Institute in-service training for property tax personﬁel with
“the assistance of foreign technicians. |

(d) Colieetions may be improved by the govermment adopting a policy of
progpcuting: delinquents vigorously; placing the liability for the payment
of the tax on the property instead of on the owners; applying a penalty of -
10 per cent of the tax when owners faill to camplete declarations; transferring

the responsibility of collecting property taxes from the General Treasury

9A1though discussed in the context of a report on property taxation, the
type of intensive in-gervice training program recommended would embrace

the whole staff of the General Directorate of Taxation. About five foreign
technicians should be hired, of which one would be a specialist in property
tax essessments and another an advisor on collections.
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to the General Directorate of Taxation; and giving the collection staff
-working in the field the authority to collect taxes rather than merely
the responsibility to serve papers.

(e) If rental value.is retained as a base for the tax on improve-
ments, the assessment level may be ralsed by eliminating the deduction of
25 per cent from gross.rent; lowering the deduction for furniture from 60
to 10 per cent; revising assessments every year instead of every three
yeérs; and reclassifying urban land more fréquently in order to reflect
increasgsin land values,

(f) Uniformity of application of the tex may be improved by: eliminating’
regional, provinecial, and urban differences in tax rates; combinipg the
tax sochedules for unoccupisd and occupied urban land into one scheduls; -
and removing the specific charges for sewage and garbage. |

(g) Property tax revenuss should be shared by the central government
and/or the provinces.and muniéipalities.

(h) New laws and regulations should be written in order to'incorporate
the above recommendations énd to make the prOperty tax law consistent with
present eoonomic and politiecal realities.

Agricultural Tax Recommendations | |

(1) Frologue: The property tax on agricultural land is in need of re-
~habilitation even more than.thé urban tax. The'tax gchedules for both rice
‘land and for mixed cultivation are obsolete and struocturally imperfect; as |
much.ds_BO_per cent éf ell rice land is off_the‘téx roll; tax rates on rice

land are at levels which meke the levy unbrdductive of revenue; and collection
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is so weak that only 46 per cent of rice field assessments and 68 per

cent of mixed oultiv.ation assesaments are collected. Only a major leffo‘rt

| on the part of the Gwernrpent lwlll meke it possible for these shortcomings
to be overcome., What will be necsssary is the same kind of enthusiasm and
effort for an agricultural tax reform program which has characterized the

land reform program.

In considering recommendations for the agricultural property tex, one
basic issus to be faced is whether to retain the present system of taxation
or to change to a different type of property tax. This inguiry is justified
because the present system is a blunt instrument of taxation and constitutes
rough Justice at best even if it were administered effectively. There are
three alternatlive ways in which agricultural land could be taxed:

(1) A conventional practice in many -cou:itries is to use the market
value of land and buildings as the base of the property tax. This procedure
is by no means ea.éy administratively, because it requires specific assessment
of each property and accurate statistics on market ‘sales,._ but it has the
é.dvéntage of meking refined and specific distinctions among properties.

. Mafket value does not appear to be feasible in Viet-Nem, however, because
there is an inactive market for agricultural land and the aexchanges which
take place often do not reflect an arm's length transaction.

(2) A second alternstive, prdposed by Professor Cole and summarized in
an eall:'lier part of this report » 18 to use the value of output i)ér hactare as
a base for the property tax. This would require a dsterminatiocn of both

the price and the physical output of product for each hectare cultivated in
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Viet-Nam. Again, thls base is superior in principle to the method presentlyl
in use, but it would be difficult administratively. The determination of
physical output alone for each product and for each holding of land would

be cRarous; £o assoclate thls output with the average price of each product
in each province of Viet-Nam is probebly more than the General Directorate -
of Taxation could accomplish glven the méager resources at its disposal,

(3) Finally, 1t would be possible to tax the commercial output of the
land a8 it moves to the market. This ﬁethod has an advantage in equity,
because it would exempt agricultursl production needed for basic sustehance.
Experience in Viet-Nam has proven, however, that a market tax is unpopuiar
and difficult to enforece, Proof of this is the elimination of the pacificatlon
tax on January 1, 1959. |

The basic policy conclusion of this discussion is that there are better
alternative ways in principle of taxing agriculturalrland than the one
presently uséd, but it is doubtful whether these other tax bases are feasible
admninistratively. What appears to be cbntrolling in the choice of a prop-
erty tax base ig Viet-Nam's present capacity to administer a given type of
* tax. Until it cen be demonstrated that the General Direcﬁorate of Taxation
is capable éf administefing effectively the ﬁresent tax, it seems more
prudent to refrain from adoﬁting a levy which would be more difficult to
administer,

For the same reason, it is questionable whether it would be desirable
to introduce a prbgressivé surtax to the present,agricﬁltural land tax.

Agsin, a progressive surtex is justified in principle, but inevitebly it
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_would make asgessments and collections more difficult. There would be

a need, for example, of having a more camplicated rate structuré and some
provision for a tax credit if the indi&idual or corperatse income tax were
paid. In the short run, it appears more desirable to avoid these ambellish-
ments until all property can be placed on the tax roll, the general level

of assessments can be raised, and collections can be strengthened. What
emerges as the baslc policy conclusion for the agricultursl land tax is to
retain the present system, but to remove as many of its imperfections as
possible.

(2) Specific Recommendations:

‘ (2) The resources of the fadastral Service should be uﬁilized for the
surveylng of all agricultural land in order to cléssify rice land, determine
the types of crops gfown on holdings used for mixed cultivation, and to
| idéntii‘y the ownership of land. L

(b) A new scﬁeduie for taxing rice land should be adopted‘similar to
the one in this report, and considerétion should be given to the unique
tax trestment of land used for rubber production.

(e) A new schedule for mixed cultivation should be developed, possibly
by the Department of Agriculture with wﬁatever asgistance may be required.

(d) The central government and the provinces thﬁld share equally the
proceeds of the agricultural land tax, but the villages should be .pemit.ted
to add percentage increases to the tax for their revenue neeﬁs;

(e) Villaga'au#horities resbonsible for the assessment ahd’ﬁollection-

of the land tax should be uﬁagﬁ#ogw%y'inCreased assistance and supervision _
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on the part of the distriet chlefs, and the ataff of the General Directorate
of Taxatlion engaged in property tax administration at the provincial level
should be increased to at least double its present size.

(f) Collections may be strengthened by placing the legal liability for
the payment of the tax on the land :'!.nst.ead of on the owner and by trans-
ferring the responsibility for c¢ollection from the General ‘Trea.sury to the
General Directorate of Taxation,

(g) The Fiscal Code should be revised in order to implement all new
policlies and to make the property tax laws consistent with present eeonomic

and political realities.
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Appendix A

Classification of Unoccupied Land in
the Urban Centersof South Viet-Nam

FIRST
CAT_.GURY

Bac~Lieu.

Bentre

Bien-Hoa

Can~-Tho
Cai-Rang
Tra-0On

Chau~Doc

SECOND
CATLEGORY

Gia-Rai

Barisa

Batri

Binh-Thuy

O-Mon

Tan~Chau
Tri«Ton

THIRD
CATLGORY

Hoa~Bing
Vinh~-Chau

Chon-Ben
Long~Dien
Phuoc~Hia
Long~Hal

Mo-Cay
Thanh~Phu
Cai~Mon

- My~Luong

Huong-Dien
Glong-Trom-

. Dai-Dien

Tan~Uyen
Long-Thanh
Xuan-Loc

Cau-Ke-
Phong-Dien
Cai-Von
Phung-Hiep
Thoi~Lal

Trinh~Hien

Hong-Ngu
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Cholon

Gia-Dinh

Go-Cong

Ha-Tien

Long=-Xuyen

My Tho

Rach Gia
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Appendix A (Continued)

FIRST

CATEGORY

Can-Duoc
Can~Giuc

" Duc—~Hoa

Gig~Dinh
Phu~Nhuan
Phu~-My
Thu-Duce
Hoc~Mon |

. Go=Vap

Go-Cong

Long-Xuyen

My Tho

Rach Gia

SECOND
CATEGORY

Ba-Diem
An-Dong-Xa
Dian
Binh-Trung
Binh-Phuoc

Ha-Tien

Thot Not

Cai Ba

THIRD
CATEGORY

Ben-Luc
Qui-Duc
Go-Den
Rach~Kren

Hanh~-Thong-Tay
Ba-Queo
An-Fhon-Xa
An-Loc-Thon
Quen-Tre
Trung-Hung
Trung~Chanh
Phu~Xuan
Tan—Thuan-Dong

Vinh-Toi

Duong~Dong

- Cho-Moi

My Iuong
Nui Sap

Vinh Kilen
An-Hos
Cho Gao

Long My
Nga Nam
Giong~Rieng
Go Quao
Phuoc Long
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Sadec

Soctrang

Tan An

_Tai Ninh

Thu Dau Mot

Tra Vinh

Vinh Long
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ippendix & (Continued)

FIRST
CATEGORY

Sadec

Soc Treng
Bai Xau

. Thu Dau Mot

Tra Vinh

Vinh Long

SECOND

CAT.GORY

Cao Lanh

Long Phu

Bo Thad.

Tan 4An

Tai Ninh
Trang Bang

Lai Thieu

Tieu Can

Thien Duc

Nga Tu

THIRD
CATEGORY

Cai Tau Ha
Cai Tau Thuong
Lai Vung

Ke An

Truong Khanh
Phu No '
Phu Loc
Phuoc Tam

Dai Ngai

Thanh Phu

Uch Hol Thuong

Thu Thua

Go Dau Ha

Bung
Ben Cat
Hon Quan

Tra Cu
Cau Ngan
Cang Long

Vung Liem
Tam Binh
Cail Nhum

- Cho Lach
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Appendix B

Classification of Occupied and Unoccupied
Urban Land in Five Urban Centers in the Highlands

Urban Center Classification of Claggification of
Qececupied Land Unoccupigd Land
Dalat From Super Grade First Category, and
to Fourth Cless from the First to
Fifth zones
Ben-Me-Thuot From Second to Secohd-Category, and
Fourth Clesses from the Second to

Fifth zones

Dong-Nai-Thuong From Third to
: Tourth Classes Third Category, and
from the Second to
- the Third zones

Pleiku Fourth Class Third Category and
the Third zone

Kontum Fourth Class , Third Category and
the Third zone
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Appendix €

Maximum Percentage Increases of Central
Government Tax Established for Financial
Year 1958 for Prefectural, Provincial,

Region Urban Centers

and Village Budgets

South Viet—-Nam

(1) Saigon Pre-
fectural Budget

(2) Provinecial Bud-
gets

(3) village Budgets

Center Viet-Nam

(1) Danang Town
Budget

(2) Other Town
Budgets

(3) Provinecial
Budgets

(4) Village Budgets

Highlands
(1) Town Budgets

(2) Provincial -
Budgets

 (3)_Viila§ELBudgets

Mixed Salt
Rice Pields Cultivation PFields

200 - - -
200 10 15 200
250 5 10 150
150 150 - -
100 100 100 -
100 100 100 ~
50 50 50 100

~ 200 - -

50 50 50 -
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Actual Percentage Increases of Central Government Tax
Levied for the Benefit of Urban Centers

Urban Center (1)

Provinos - Provincial Rate Village Rate
An Giang 200 ' 100
An Xuyen 200 (3)
Blen Hoa 200 | 250
Binh Duong \ 200 (3)
Binh Tuy (2) (2)
Binh TLong | 200 (3)
Ba Xuyen 100 (3)
Gia Dinh . 200 - 250
Dinh Tuong 200 250
Kien Glang ' 200 200
Kien Hoa . 200 250
Kien Phong 200 (3)
Kien Tuong 200 (3)
Long An - 200 250
Long Khanh - 200 250
Phong Dinh 200 (3)
Phuoc Long (2) (2)
Phuoc Tuy 150 (3)
Saigon _ 200 _ (3)
Tay Ninh 200 (3)
Vinh Binh - 200 (3)
Vinh Tong 200 (3)
Binh Linh 100 (3) ‘
Dinh Thuan ' 100 : 50
Danang - 150 (3)
Khanh Hoa _ - 100 (3)
Phu Yen 100 : 50
Quang Nam _ 40 (3)
Quang Ngai 100 L 50

Quang Tri 50 ' (3)
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Appendix D (Continued)

Urban Center (1)

Village Raje

Province Provincial Rate
Ninh Thuan 80
Thua Thien 100
Dalet : 200
Banmethuot. 100
Di Linh 100
Plieku 100
Kontum 100

50
(3)
(3)
(3)
(3)

50
(3)

(1) Does not include sewage and garpage taxes.

(2) Newly created provinces; no rates assigned.

(3) Village assesses and collects its own tax on
1and and buildings used for residential and

commercial purposes.

Rates are approved hy

province chiefs, but cannot exceed maxima
indicated in Appendix C.
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Clasgification of land Used for Mixed
Cultivaetion in Central Viet-Nam, the Highlands, and
South Viet-Nam

I. Central Vist-Nam :

(1) Special category (300 $VN per hectare) : rubber, cinnamon,
tea, coffee, pepper, sugar, tobacco.

\

(2) Super Grade category (250 ;VN per hectare) : betel, areca,
fruit-bearing trees, foreign originated vegetables, land
providing the raw material for pottery, tiles, and paints.

(3) First category (190 #VN per hectare) : oil producing and
fibre trees. . -

(4) Second category (110 $VN per hectare) : cereals, corn,
sesame, taploca; filelds used for salt production.

(5) Third category (55 $VN per hectare) : local vegetables
and potatoes.

(6) Fourth category (20 VN per hectare) : palm trees and
income yielding lakes. '

(7) Fifth category (15 $VN per hectare) : uncultivated land,
pastures, and lakes which do not yleld income.

Reference : Arrete No. 3814 ND/TV of Nov. 4, 1955.

- II. The Highlends :

(1) Super Grade category (250 $VN per hectare) : tea, coffes,
small tress, pepper. ‘ '

(2) First category (190 §V N per hectare) : rubber, fruit-
bearing trees, sgesame.




- (3)

(6)

W
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Appendix & (Continued)

Second category (110 $VN per hectare) : cotton, pineapple,

areca, betel, tobacco.

Third category (55 SVN per hectare) : abrasin, tapioca,
potatoes, mulberry trees, corn, sesame, vegetables, bananas.

Fourth category (20 §VN per hectare) : other trees diffe-
rent from the above.

FPifth category (15 4VN per hectare) : uncultivated land
and cultivated land which yields no income. -

Reference : Arrete No. 400/DBCP/ND/PC of July 4, 1956

III. South Viet-Nam

(1)

(2)

(3)

(6)

Super Grade category (250 JVN per hectare) : rubber land
which did not suffer destruction, coconut palm.

Pirst category (190 #VN per hectare) : rubber land which
is cultivated but suffered destruction, pepper, coffee,
sugar, fruit-bearing trees, vegetables, soy bean and si~
milar products, jute, rames. :

Second category (100 $VN per hectaré) : pineapples, areca,
betel, bananas, tapioca, jaulberry trees, carrots, yams,
potatoes, corn, peanuts.

- Third category (55 $VN per hectare) : abresin.

TFourth category (20 4VN per hectare) : palms trees, mangs
rove trees, and all other uses of land not mentioned above.

Pifth category (15 #VN per hecture) forests, pasture,,
-wasteland, -lakes. :

Reference : Arrete No. 2979 DF/BR of Dec. 9, 1954
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Percentage Increases of Central
~ Government Land Tax Levied
by Provinces and Villages on Rice
Fields and Mixed Cultivations

Rice Fields / Mixed Cultivation

Name of Province '
:Provincial' Village * Provineial ' Villape
) Rate ' _Rage ! Rate ! Rate
t 1 1
]
An Giang ' 10 ! 5 ! 15 ' 10
An Zuyen , 10 v (2) vt 15 ro(2)
Bien Hoa . 10 ' 5 ' 15 ! 10
Binh Duong ' 10 : 5 ' 15 ! 10
Binh Tuy N 10 ' > ! 15 ! 10
Binh Long . 15 t(2) ' 15 ' 10
Ba Xuyen . 10 t(2) ! 15 ro(2)
Gia Dinh ' 10 ! 5 ' 15 ! 10
"~ Dinh Tuong , - 10 ' 5 ! 15 ' 10
Kien Giang .10 tB ' 15 v 10
Kien Hoa , 10 ! 5 ' 15 ! 10
Kien Phong .10 vt (2) ' 15 ro(2)
Kien Tuong .10 ro(2) ' 15 ro(2)
Long An , 10 15 ' 15 v 10
Long Khanh , 15 ' 10 ' 15 v 10
Phong Dinh .10 v (2) ' 15 v {2)
Phuoc Long . (1) t (1) v (1) A1)
Phuoc Tuy , 10 vo(2)y 15 vo(2)
Saigon v (3) L (3) o (3) ro(3)
Tay Ninh , 10 vo(2) v 15 ro(2)
Vinh Binh , 16 5 ' 15 '
) 1 1 L



1t

Appendix F (Continued)

Name of Province Rice PFields Mixed Cultivetion
1
: Provincial, Village:Provincial:Village
. Rate , __Rate , Rate ., Rate
. ' '
Vinh Long , 10 : (2) : 15 . (2)
Binh Dinh , 100 . (4) , 100 , (4)
Binh Thuan , 100 , 30 , 100 . 30
Danang v (3) , (3) v (3) v (3)
Khanh Hoa , 100 , (4) , 100 . (4)
Phu Yen - , 100 , 90 . 100 . 50
Quang Nam , 100 , (4) , 10 , (4)
Quang Ngail , 100 , 90 , 100 . 50
Quang Tri , 100 , (4) , 50 , (4
Ninh Thuen , 100 , 50 100 , 50
Thue Thien , 100 , (4) . 50 , (4)
Dalat , 200 ., (4) , 200 . (4)
Banmethuot , 100 , (4) , 100 , (4)
Di Linh , 100 . 90 , 100 . (4)
~ Pleiku , 100 , 90 , 100 . 50
Kontun , 100 . 90 , 100 . 50

(1) Newly created province and no rates have been assigned.

(2) Direct assessment and collection by village authority.
. The percentage of central government tax is not known
but it cannot exceed the maxime indicated in Appendix C.

{3) The prefecture of Saigon-Cholon and the town of Danang
nave no rice fields or land used for mixed cultivations

(4) There is no special village land tax because of the
receipt of revenues from communal land.
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Appendix G.

Property Tax Assessments for Real
Estate Corporations in SalgonyCholon,1958

Corpbration T Assegsments (SVN)
I - Saigon : (1) Affreteurs Indochinois 1,986,395
. (2) Cogisa | : 1,969,933
~ (3) Credit Foncier 1,557,000
(4) Societe Immobiliere Saigon~Cholon 366,037
{5) Societe Immobiliere Aziz et Cie = 609,842
(6) Societe Immobiliere Indochinoise 875,580
(7) Societe Immohiliere du Port 1,346,708
(8) Societe la Norodom Immobiliere 451,574
(9) Societe Hui Bon Hos 6,901,036
II - Cholon : (1) Cie Immobiliere Saigon-Cholon 1,216,206
' : (2) Credit Foncier | 409,895
(3)..A. B. David . 1,052,390
(4) Sooiete Hui Bon Hoa 3,957,583
(5) Societe Immobiliere Commercial 589, 817
{6) Societe Civile Immobiliere Cholon 109,288
E?; Societe Truong Van Ben 108,355
8

Ly Thanh Hong _ 897,929
| | Total ® 24,465,530

Source: (General Directorate of Taexetion.
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