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INTRQDUCT ION

' * 1‘2. M

This report on the system of indirect taxes is the fourth

in-a‘series, following previous studies of the income, resl

. property, and the patente Laxes. . Subsequent research will be

concerned with excise taxes, .
The indirect tax system in Viet-Nam is composed of nine
texes, which as a group have few characteristics in common,

Heading the list in revenue, imnortance is the production tax -~

& combinatlon producer's sales tax and import duty. Hmphasis

in this report has been given to the internal applicaticn of

. \ + *

the production tax, ‘because 3t is.a .superior tax and there is
possibly ro other levy in ‘the Vietnsmese tax system that fails
so' mich to live up t'_o its :peal revenue. potential, Of next

&

importarice from a revenue point of view is an exclse tax on gaso-

line. -Four of the remining texes are.alsc spécizl excises, but

with:a sumptuary bias of varying.degree. These include. taxes on

entertaimment, meat, preciocus metals, and restaurant meals.

Bearing Little rela.ti'_on_sh_‘_ip: fo any of the above are the three

1 - -

reméining taxes: a tax on the transformation of paddy into
rice, an anhual motor vehicle licemse tax, and a producer's

tex on ice, . .

Sophisticated fiscal pla,riners will have 1little enthusiasm

for -several of these indizect ta;{és., Many of them are of the

-

"yread and butter" variety —— the kind that experts usually do

‘

not Tecommend, but invariably every country retains becelise of

L}
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their revenue productivity. This report takes a different view,
Despite the fact that meny of these taxes do not rate a high score
as meésured by some of the canbns of taxation, th@y_are precisely

the kind of taxes which can and must provide additional revenues

until such. time as the direct tax system can be strengthened in
Viet-Nam, For this reason, considerable attention has been given

in the report to the revemue expansion of the various indirect taxes.

. Adoption of the recommendations in this report, together with

"' an increase in the inspection force in Saigon-Cholon from 8 to 25

donEroliers, would provide approximaiely 903 million VN in addi-

tionalvfévéﬂﬁes, or raise collections from 1,003,673,0005VN in 1959

" %o about 1,906,673,0005VN,  This increase in revemie would go a

long way toverd resolving ViéL-Nam's need for more’ revenueé. The

.sammary noted below indicates the recommended sources of addi-

‘tional revemues: - R
1959 * -Projected Increase
_ Collections in Hevenues
o ’ (GUw) - v o (BVN)
: Production tax on internally-produced
goods T . 281,269,000 240,000,000
Gasoline (néw taxes on gasoline, ©T :

. diesel, and lubricating oils) = 500,270,000 L6g,000, 000
Entertaimment tax _ 19 4691 ,000 8,000,000
Lonsumption tax on meat 69,545,000 13,000,000
iotor Vehicle circulation tax 47,291,000 125,000,000
Paddy Transformation tax 33,631,000 40,000,000
Precious metals luxury tsx 7,310,212 3,000,000
Increase i customs duty on refrigerators 15,000,000

912,000,000

Loss of revenue from elimination of the |
ice consumption tax __ 9,000,000
Total projccted increase in revenue 903,000,000



Part T An Overview of the System of Indireci Qgﬁes

1. Relationship to Total Revenue

By way of introducing the subject of indirect taxes in
Viet-¥am, it is helpful to obtain some perspective with respect
to the role played by this group of taxes in the provision of
total revenues for the central govermment., A series of tables
has been developed for this purpose. Table 1, assembled from
statistics obtained at the General Directorate of the Treasury,
shows total budget receipits for 1958 of 14,034 millicn $VN, How-
ever; because of differences in concepts and procedures, the data
obtained from the General Treasury on budgetéry receipts do not
agree either in individual categories of revenuve or in over~éll
amount with similar statistics available from the General
Directorate of the Budget and Foreign Aid, Table 2, preséﬁting
data obtained from the Budget Directorate, shows total revenues
for 1958 {line 14) of 13,929 million $YN, This total is: _
actually quite close £o the General Treasury's totel receipts
of 14,034 million $VN, but there are rather wide variations in
the reporting of particular categories of revenue between the
two sets of éﬁatistics. For example, the General Treasury
reports receipts of 476,951,746 SVN from registration taxes and
fees, while the Budget Directorate indicates receipts of

626,782,805 $VN for the same category.



In interpreting Teble 2, care should be taken to distinguish
between estimated revenues and expenditures as indicated on
line 18 and actuwal revermes and expenditures as shown on line 14,
Referring to line 14, it may be seen that the'bentral govermment
regular budget actwally had a surplus in 1958 of aboutu350 million
$VN, altéough a balanced budget was anticipated.

Table l indicotes that tax revemnes in Viet-Nam in 1958~
totaled a little ovex 8 billion PVN ou£ of ﬁﬁtal revenue recelipts
of about 14 billion %VN, with the difference between the two
totals largely being covered by American éi&t However, an
important qualification should be made with respect to the
receipts of approximately 8.billion VN in £é£ revenues. A
considerable proportion of these receipts is derived from
various.tjpes of duties and taxss on importé; and these in
tufn are largely assessed on goods introduced under the dmerican -
aid progr;m.- For example, in addition to customs duties of
1,953 million $VN e;.ppeéfiilg in Table 1, 2,179 million $VN out
of total indirect tax receipts of 2,985 million $VN were l
accounted for by the production tax on imports. In add££ion,

476 million $VN out of the total amount collected in excises

of 1,322 million BN are attributable to excise taxes levied

on the importation of goods. It is apparent, therefore, tha£
more than one-half of the & billion $VN attributed to tax )

revenues in Table 1 is accounted for by verious import taxes

and that this source of revenue is greatly dependent on

American aid.

i

el

roemramp

ol o

FarEEE



-y

(8)
‘ (9)
(10)

Lo}

~ Revenue

Source

Direct taxes
Indirect taxes

Customs and other
taxes on fmports
T and exports

Excise taxes
Registration
taxes and fees
ther taxes -
Direct tax

‘dssessments for
years previous

to 1957

Non~tax revenues

American aid

Other revenue
sources

b
Teble 1 -

Source of Reveruzes for the -
Central Government, 1958

Collections

Collections
During 1958 During 1958
on 1958 on 1957
Assessment's Assessments
() (&)
842,934,584 51,393,527
2,984,562,977 1,399,615
1,053,379,620 12,661,480
1,321,992,809 1,204,373
L76,951,7h6 775

130335h3147 ~

Sub~total for-tax revemies

- 671,216,423 39,086,063

Total

Source: General Directorate of the Treasury.

Total

" Receipts

($10)

- 891,328,111
2,985,962,592

1,966,041,100
1,323,197,182

476,952,521
130,354,147

319,808,183

8,126,643 ,836

710,302,486
5,127,388,900-

70,138,866

14,03k, 474,088
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Table 2

Budget Receipts and Expenditures

Revenue

Item

) Direct taxes
2} Indirect taxes
(3) Customs and other
" Import and export
duties . 2
(L) Excise taxes
(5) Registration
Taxes and fees
(6) Other taxes
-. assessed by
other offices
(7} Public works®
license fees and
other adm, fees
(8) Previous fiscal
year direct taxes
8) Hon—tax revenues
10)  American aid
(11) Other sources
" of collection
(12), Totel
(13) Less repayment
of short-term
loans
(lh) Actual revenue
(15} Assessments for
_ fiscal year
(16) Less Ttem 13

(17} Total
(18) " Estimated
revenues

L]
4

for 1958

Amount

&)

753,131,943
2,983.033,895

2,066,250,933

1,297, 748,232

626,762,805

166,809,610°

1,171,963, 466
5,127,388,900

14,493,109, 784

(563,583,988)
©13,929,525,796

15,768,063 ,221
(563,583,988)
15,204, 479,233

14,133,809 ,000

Less outside
the budget for

Expenditures
Item Amount,
(4vn)
Department and
agency 11,923,955,023
Sundry expense 51,567,707
Subsidiaries,
centributions,
and pensions 1,330,642,198
Debt payment 21,506,163
Reimbursements,
ete. 1,612,938
Purchase and
construction
of real
.. property, 8,907,504
Unexpected expense 274,655,011
Outside the
budget 290,696,105
(for civilians)
" Total 1 13,903,466,519

militaryand civilian  (323,722,047)

Actual hudget

*expenditures

Estimated
expenditures

Source: General Directorate of the Budget and Foreign Aid.

13,579,744, 502 -

Al

14,133,809 ,000
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In 1958, the Vietnamese Goverament financed approximately
40 ber cent of itis budgetar} expen&itures through s .ovn inter—-
nal tax system and-collections on self=financed imports, while
the remaining €0 per cent wés covered by U. S. ald. If'U. S.
project aid is included in tﬁtal govermnent expenditures, the
Vietilgm'ese‘ Government covered a.ppl"o_v'c:ij.'iatelsai 35 per cent of
public expenditures, This degree'of financial dependence oﬁ
U. S. aid constitutes the focal p;ipt of Viet-Nam's fiscal problem.
Table 3 has been prepared to continme this broéd.view of
Vietnamese Government.revenﬁe resources. In this Table, all
internally eollected taxes have been listed in their order
of rewvenue iﬁp@rtance for 1958.’ It should be noted in
interpreting the data that many of the collectioﬁ étatisticg

toew
for parﬁicuiar taxes are deflated because omly collectlons
made from 1958 ésseés%ents are listed. This_shorﬁcoming,‘
howeve;, does not affect thégreliability of‘the data
appreci ably._ Y
With respect to revenue pféductivity, the.group'of rine
indirect taxes has:two principal revenue producefé'and seven ™.
taxes of lesser'imﬁortance. Heading the list in cbilections
is the tax on internallyuproducéd~goodsl, followed by the

indirect tax on gasoline. The remaining seven taxes in the

agegregate do not produce as much revenue as the tax on E?SOf.:

- line.

Las explained later, the production tax is actually two dis-
tinct taxes, being a tax on lmports as well as a levy on
goods produced internally. The present discussion refers
only to collections on internally-produced goods.
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Table 3 -

Central Government Collections from Individual Taxes Administered
by the General Directorate of Taxation in
Calendar Year 19581

s . P f
Collectiohs ercentage o

1gollections are based only on 1958 assessments.

Source: QCeneral Directorate of Taxation.

Tax e Total Tax
(§vm) Collections
1. %ncome ) Salary 17,502,685 .
direct) Profits 405,236,992
General 91,767, 60k 639,965,803 2.5
. . Interest and dividend 125,457,522
2. Cigarettes (excise) . 513,596,463 | 17.3
3. Transference of property (registration) 362,963,930 12.2
nternal production (indirect) "334,683,672 11.3
5. Gasoline (indirect) 252,409,692 8.5
6. Miscellaneous excises { surtaxes on
cigarettes, wine, etc...) 147,088,281 4.9
7. Land Rice 52,266,018 )
' (direct) Mixed 31,690,762 107,304,863 3.6
Urban 23,348,083 ,
8. Patente (direct) 92,166,566 3.4
" 9. Entertainment (indirect) 78,683,651 2,6
10. Beer (excise) 7h,05L, 424 2.5
11: Stamps, ete. (registration). 59,878,276 2.0
"12. Meat (indirect) . ) 57,958,130 1.9
13, Vehicles (indirect) . L5,290,625 1.5
1), Vietnamese wine (excise) 37,026,636 1.2
15. Insurance (registration) 25,988,355 .8
16, Paddy transformation (indirect) 25,221,104 .8
1@@Fobacco leaves (excise). 20,370,891 7
18 Matches (excise) - 15,879,150 .5
19, Salt {excise) o 15,363,859 .5
20. Tax on trustees {registration) 10,706,758 v
21, Brown sugar (excise) 10,647,173 b
22, Precious metal (indirect) 8,717,407 3
23. Tee (indirect) , _ 8,667,451 3
21.. Inheritance (registration) 8,154,990 3
25, French wine (excise) 6,835,093 2
26, Restaurant (indirect) 6,770,845 .2
27. White sugar (excise) ) 3,821,760 1
28, Transference of shares (registration) 1,542,206 .05
Total 2,971,658,047 99.95
" 29. £11 other taxes 12,684,767
. - Total 2,98), 142,820
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Several important implicabions for tex policy may be de-
LA
<

rived from Table 3:
(1) Although‘ipCDme taxeé a5 & group constitute the largest
peréentége of intérnally collected taxes, the salary tax is
particvlarly weak, actually ranking in 1l8th place below the
excise tax on tobacco leaves,

(2) Léhd texation as g category of revenue reimesents only
3.6 per cent of total.collections, with the urban land tax
producing less revenue than some 5peci§l.eicisés like the one -
on Vicinamese wine. -

(3) The single tax on cigareites produces more reverme than

the production tax on internallyhproé;ced.goods.

(4) As a general business tax, the patente shows relatively
poa? revenue productivity. . ;

(5) In an agricultural country largely characterized by rice

production, the paddy transformation ﬁax:ié unusually un-

productive ol revenuec.

The individuwal taxes in Teble 3 mey now be grouped into

the conventional feur categories of taxes -- direct, indirect,
excise, and registration —- which are used in Viet-Nam for

classification vurposes. This procedure gives the resultis
prasqntéd in Teble 4, Probably more by accident than by

design; direct, indirect, and excise taxes each contribute
aboufdéé par cent of total collecctions for those taxes ad-

ministered by the General Directorate of Texation, with



~10-
" registration taxes and fees being about one-half as important
as each of ithe other three categories,

This classification of taxes into four categories has
little logical justification. One convcntioﬁal procedure of
classifying taxes is botwesn direct taxes, whiéh are difficult
to shift from the person or object bearing the immediate
impact of the tax, and indirect taxes, which are relatively
eésier to shift, If this classification is used in Viet-Wam,
nearly all-indirect, excise, and registraotion texes wuld
fall into the indirect tax category. The coﬁclusion is
warranted, thereforc, that direct taxes represent less thaen
30 per cent of totel collections for tho§e taxes administered

by the General Directorste of Taxation.

Table 4
Central Sovermment Collections from Four Categories
of Taxes Administcred by the General Directorate
o "7 of Texation in 1958

Percentage of Total

Category of Taxes Amount of Collections Tax Collections
B ($vw)
Direct 839,437,232 28.3
Indirect . 818,302, 570 27.5
Ixcise 844,683,730 28,4
Registration 169,231, 515 15.8

Total 2,971, 658,047 ‘ 100.0

.,,Jb

a owh owd T
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2. Administraticn - : k3

i The General Directorate of Taxgtion is responsible for

" both the collection a:nd enforcement of indirect taxes, For
an understanding éf'how these two functions are performed,
it is helpful to viow operations ia Saigon-Cholon seéparately
from'those in the remainder of Viét-—Nam.

In Baigon-Cholon, collections are underteken by four field-
offices, two each in Saigon and in Cholon. Enforcement
activities , cn the otilef hand, are underteken by the Direct‘io'n
of Indirect Taxes, which is physically located in the central

offices of the General Directorste of Taxation. This

e Direction is organized into two units,- the Verification
: i Service and the Legisle;.foion Service,: with the Veérification
Service having sll emditing responsibility for indirect taxes,
'W’1' and the Legislation Service undertaking all continuing

| activities arising from the auditing, principelly the pfbsécu~

. tion of .ca;eé in the courts. -
]. . Admim}strative- facilitie;s available in the rest of Viet-
Na; méy he sumﬁarized as follows: Léfge provinces usually have

i separate indirect and direct‘tax offices located in the
{ 1 ‘ principal téﬁns, while thesg;two offices are often qombine@
into one in the smaller provinces. Indirect tex administra;
tion at the district Tevel is undertaken by thc Chief of
District or by indirect tax bureaus operating under the juris-

diction of the General Directorate of Taxation. BHost of the
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admini strative effort outsidé of Saigan—Cholon is c;nfined to .

collection; to the degree that there is any auditing of

indireéf taxpayers, it is undertaken under the supervision of

district inspectors who report directly to the General

Director of Taxation. There are six of these district inspec-

tors —- three in the South, two in the Center, and one in the

Highlands -- and s%nce they represent the General Director of

Ta&ation in all the affairs of the Tax Directorate, the time

that they have available for either auditing themselves or for

the supervégion of auditing is limited, - -t
There'yas gvailable during 1959 a total staff éf eight .- i .

anditors in the Verification Sgrvice for the auditing of all

indirect taxpayers in Saigon-Cholon. .This number of employees

represents a reduction from ten persons available during 1957

o

and 1958. It shouid be emphasized that the eight persons on

the staff in 1959 were responsible for verifying the tex returns - -
of not only the production tax on internally-produced goods,

but also the returns of all payers of indirect taxes. HMoreover,

it is not unuqugl for these eight persons to work part time on

the control of direct taxes or on special assigmments. The
sffectiveness of these eight psrsons is reduced further by

grouping them into four teams of two persons each. This pro~
cedure is followed.fo; two_;easons:' to reduce the likelihood

of bribes being offered and to train new employees.

2
+
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Associating the auditors in teams appsars to be a wasteful
practice, because in most cases audliting is a cne-man operation,
As a result, it isilikely that the eight auditors working in
four teams actually results in accomplishing ne mo?e work than
could be done by four or five auditors. At the same time, it
is doubtful whether this practice contributes wmmeh toward
preventing dishonesty or facilitating training. Assuming that
every audibor is potentially dishonest does not appear to be
a good persomnel policy. On ths other hand, combining the
personnel into teams of two employees each contributes littlé
uitless experienced and inexperienced eﬁployees work together,
while it sc happens that the eight persons now serving as
auditors are all.exberienCed. It would appear that the best
utilization of this team device in the fubure would be to
convert it into a training program by associating experienced
personnel with new recruits,

To say that these persons are "experienced! needs some
qualification. Although the basic requirement for auditing
work is éompetency in aéoounting, orily two out of the eight
auditors have had the benefit of a formal training course in
accounting. These two persons spent a period of two &ears in
the National Tax School in Péris. The other six auditors have
gained their knowledge of accounting from "on-the-joo™ training.

Auditing results support the view that the employment of

more resources in the verification of taxpayer accounts would
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be an intelligent use of public resources, The tabulation

presented below indicates that eight auditors are capable of

obtaining approximately 26 million $VN annually in additional

assessments. These resulbts mean that each auditor on the
average is capable of assessing in exXcess of 20 times the

amount of his salary.

Number of Amount of
Violation Cases Additional Tax
1957 - 104 6,192,969 SVN
1958 : 247 25,734,940 §VN |

1959 o 233 _ ‘ 21,898,934 VN

e LA e
. e,
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Part II Analysis of Individual Indirect Taxes

1, The Preduction Tax

(a) ‘Description: ;The production tex is consplcuous as the
élngle new major tax which has been 1ntroduced into the  revenue
system of Vlet—Nam151nce the Geneva Agreemenu. This new levy,
effective on Manch 4, 195?, replaced three former taxes: the
general interior tax, the turnover tax, and the surcharge for
armement. The general interior tax was collected on imported
goods as wéll as on goods prodﬁﬁed internally at rates of 4,
6;'add 10 per cent depending on the kind of goods imported and
produced. In addition, these imported products, as rell-as.

goods produced in Viet-Nam, were subject to a turnover tax of -

- 1 per cent plus a surcharge for armament of 3 per cent computed

o1l thg sale price at each intermediate level of trade.

1 ’
The production tex is levied on both the importation of
products into Viet-Nam and on the internal produetion of

goods, and is thus really two distinct taxes, Three different

} +
~

tax rates are levied on imported goods: 15 per cent on
necessities, 35,per cent on luxuries, and 25 per cent on all

goods designated as neither necessities nor 1uxuries,2 The

2Appendices A and B respectively-list the goods classified as
necessities and luxuries for the application of the production
tax on imports. Apparently, the basic principle-in "developing
these lists was to select a relatively small number of necessi-
ties and lwruries (57 and 67 items respectively) and to tax
the vast number of remaining products at a rate of 25 per cent,
Also, there are some conspicuous omissions from the list
of necessities, such as most food and clothing preducts.
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tax rate on internally prédﬁced goods is a uniform 6 per cent
of the producer!s sélliné price and és applied only at the
producer's 1ve‘vel .

Responsibility for the administration of the production
tax is divided between the General Directiorate of Customs and
the General Direcéorate'of Taxation. The productioﬁ tax on
imported goods is administered by the General Directorate of
Customs. Basis o@ fhe tax is the declared value of thé imported
goods plus the customs duty itself, while the tax is collécted
at the same time that the customs duty is paid. Responsibility
for collection and enforcement of the production tax on imports
is also formally lodgéd by explici£ provi;ion in the Indirect
Ta; Code with the General Directorate of Customs rather than
with the Generél Directoraﬁa of Taxation. pn the other haﬁd,
the Tax Directorate has fuil responéibility for a&ﬁinistéring
the production tax on internally—pfoduced goods,

Despite tﬁié distinction in é&ministrative responsibiiities
between the itwo dirsctorates, however, tﬂe production tax 1is
looked upon as a single tax and is treated as such iﬁ the
Indirect Tax Code, beeover, production tax collections on
imporﬁs afé forwar&ed by the General Difectorate of Customs
to the General Treasury and aré then listed és indirect
tax collections in the central government budget. Also, the

General Diyectorate of Taxation is given over-all supervisery

7
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responsibility iﬁ-both admtnistration and policf}for bhoth the
tax on ilmports as well as for the levy on internally-produced .
goods, Becsuse of.these considerations, there is justification
for giving some attention in this Teport to the production tax
on imports, although a more comprehensive study cf thig facet
of the tax should be delayed until the whole field of duties
and‘tages on imports is reviewed. = Y- !

rI'B‘asis of the productlon tax on-internally-produced goods
is the producer;s selling price, including any sales expenses,
transportation costs, and other taies on sales. Legal respon-
sibility for payment of the tax is borne by the producer, .and
all pféducefs must register for payment of the tax,.even those ™
who‘are 1eééi1y exempt. Payment of the tax is due on the
lgth day ;} each month for deliveries (not sales) made during
tﬁe ﬁrevioué month., The fine for failure to regiéter is_from
500 to 50,000 $VN, ond the penalty for late payment of the tax
is three per cent per month for each month of delinquency.
There aré also proviéiohs for levying penaliies of‘SQO $VN.to
50,000 $VN plus five times the amount of additional tax levied
as a rGSuit of anditing activities, but in practice these penal-~
ties afe compromised at lower amounts. Tax pyramiding is partially
alleviated by permitting a tax credit (but not a refund) for any
previous pfoduction tax pald on goods purchased and to be used as
raw material in the productive process. This credit applies to

either the production tax previously paid on imported goods
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or previously levied on’ geods produced in Viet~Nam, excepf
that the credit in the case of Imported goods is limited to
6 per cent of the declared price of the goods plus customs
dutieé. The credit may be carried forward from one month to
another indefinitely until it i; fully étilized.

The taﬁ base of‘the production tax is broader than é
mamifacturer's sales tax, but at the same time it is much
narrovier than a general gross inéome tax. Tax liability
under the pfoaﬁetion tax is largely delermined on the ﬁasis
of whetﬁer or not Yform utility" is created by the business
undertaking. This is evident by the broad categories of
industries which are-taxable: l(l) agricultural., fishing, and
forest products, wifh the exception of ocutput used for home
consumption; (2) the improvement, modification, embellishment,
and manufacture of goods; (3) mineral axploitation; and {4) ”
constrauction, Two Eonépicuous areas excluded from the tax are
service industries and businesses which do not result in ‘the
ﬁhysical transformation of prodﬁcts. Because serv@ce iﬁdustries
are éicludeﬁ, the tax is n;t paid by such businesses-as
commercial banké, insurance companies, travel agencies, the pro-
fessions, private schools, and transportation compamies,

Since the physicai transfpéﬁation of goods is a principal cri-
terion determining tax liability, most cpmmerciél bﬁsinessos
at the wholesale and retail levels are exempt.

A rather extensive number of exemptions, some provided
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in the original act and others added sincg 1957, has

seTved to contribute to the narrowing of the tax base.

Small produoe?; iﬂ an} industry are exempted {rom the tax

if three conditions are fulfilled: (1) no more than six

employees (including family workers) are employed; (2) the

use of machinery is subordinate to hand labor in the produc~

tive process;3 and (3) gross ammual sales do not exceed 500,000

$VNoh However, both faxable and exempt production are included:‘

in the determination of the 500,000 éVN exemption limit. For

example, a firm would be taxable if it had 300,000 $VN in sales

of taxable goods and 300,000 $VH in salés of exempt goods.
Cther exemntlons Trom the 1nternal production tax

Speclllcally provided for in the original drafting of the

production tax law are: -(1) rice and paddy (because there

is a specigl paddy £ransformation tax); (2) government

monopolies, such as the sale of postage and registration

stamps; (3) products bearing special consumption texes, which

applies in the case of ice, restaurant meals over 100 $VN =ach,

meat, and precious metals; (4) £he production of books, maga-

zines, and newspapers; and (5) any production for export. These

3

As examples, the use of a menually-operated sewing machine is
considered to be subordinate to the skill of the operator, and
the use of a camera is considered to be subordinate to the
skill of the photographer,

“Enforcement officials believe that the exemption of firms
with gross sales below 500,000 $Vil results in some businesses
dividing their activities into two or more units in order to
avoid the payment of the tax.
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exemplions were then expanded in 1958 to include: (1) rice husks,.

broken rice, and rice bran; (2) sugar refining (but n>t the
production of sugar cane); {(3) raw cotton, thread, and cotton
textilés; and (4) occidental or oriental drugs and medicines
(but n;t containers for these products).

Another decree in 1958 provided for a number of exemptions
from the production tex levied on imports: (1) books, news-

papers, and magazines; (2) fuel used in.Vietnamese planes which

fly to foreign countries; (3) personal effects in the possession

of travelers; (4) samples of goods; and (5) curresncy, stamps,
and credit instruments.

In addition, exemption from the production tex on
internally-produced goods has been used recently as a device
to encourage the development of certain industries. On June 3,
1959, the Mational Assembly under Law No. 13 exempted the
manufacture of the fplléﬁing products from the 6 per cent
production tax for a period of two years starting from
June 3, 1959: (1) natural silks and rayon and products made
from these materials; (2) insecticides; (3) chalk, pencils,
and ink to be used by students; (4) agricultural and fishing
equipment; (5) machines and spare parts used for industrial
and craft purposes; and (6) moving pictures.

Still further exemptions have been added by administrative
order. The more important of these, together with certain
unique aptlications of the tax, are noted below:

(1) Although construction in general is taxable, individual

residences and business establishments are exempt if the ovmners

P e LU ol

AT

P i

IS Tl




e el &

P

<
PR R it gy A PRl e )

brha AT e P

Lamem- 4T

O P

Mgt b £y W & BT
¢

R

or proprietors build the improvements themselves and occupy then

L
for a period of five years., This means that tex liability

is determined in part by whether or not a contractor has been

employed for the construction.

(2)

A11 redair work is exempt, including that to real
estate, if the cost involved in the repair is less than one-half
ef thz merket value of the repaired property. However, in the

case of a building contractor, there is a tax on the products

[} +

used in the repair work if the contractor himself hes manu-

factured the products,

(3) Gonstruction is exempt from the tax if undertaken

-

by regular governmen’ depariments and if the facilities are to

be used for a public purpose. Not .covered by this examption

is government housing supplied for civil servents because such
S & P

housing is not construed to be for a public purpose,

(1) Diplomatic exemptions include the construction of an
embagsy 1f reciprocal treatment is given to Viet-Nam by the

particular goverament concemed. Goods purchased by American

firms engaged in the United States aid program are also exempt.
(5) Because services are excmpt, the output of tailors

and printers is excluded from the tax if the customers! materials

.

ere used, bubt the output is taxable if the businessmen use

their own materials,

(6) Restaurant meals is a product with unusual tax

complexity. The mezls are taxable under the production tax .
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provided that: (2) the meal does not consist of meat (because

there is a special indirect tax on meat); {b) the price of

the meal does not exceed 100 $VN (pecause there is a special
tax on restaurant meals exceeding 100 $VN each); and (c) the
prepafat;on of the meal involves an actual transformation of

the food.

4

. (7) Bars serving aléohclic drinks are excluded from
the tax on the groun63'th§t the serving and mixing of drinks
does not transform the ingredienté used.

(8) The provision of slectric power and water is con-

strued to be taxable,

(9) Normally, there is no productioﬁrtax levied on the
sales of importers on fhe grounds that no change in the form
of the pfoducts is Ainvolved as a result of this type of
business activity, slthough there is a production tax‘on the

point of entry,- However, an exception to this general rule

is made in the case of importing firms which are sales subsid~-

iaries of foreign corporations. An internal production tax is

levied on the ‘sales of these importers because it is believed
that these firms tend to avoid import duties by introducing
goods from their parent firms at prices below normal markét
levels., The produgtion tax on the sales of these importers
is thus viewed as a mesns of compensating for import duties’
vhich are allegedly avoided in part,

(10) The Presidential Dsclaration of March 5, 1957,

which provides for exemption from the income, land, and
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registration taxes for certain industrial investments, does
not specifically mention the production tex on internally-
produced goods, H§wever, the provisions in the Declaration
aﬁpear to be sufficient;y broad so that inclusion of the pro-
duction tax within the sphere of exemption would be possible,
For this reason, the new projected paper, cement, and glass
plants may be given exemption from the production tax under
the authority of the Deélaration. It should be noted, how-
ever, that all future textile and sugar factories vill be
exempt from the production tax by virtue of other provisions
of the law,

In the light of the above description of the production
tax levied on iqﬁernally—produced goods, vwhat is the basic .
nature af the tax? The production tax is essentially a selective
Eross réceipts-tax levied principally on large manufacturing
and constfuction fi;ms.‘ This:is true because nearly all
commercial businesses-are excluded from the tax, while the
exemption given to exports and small producers in effect
exempts the agricultural industry._ Moreover, generous
exemptions to severzl products have excluded a considerable
number of manufacturing firms. The net result is that a
rather wide potential tax base has become quite narrow. There
appears te be some belief in Viet-Nam that the productioﬁ
tax resembles a value-added tax, but this is a misconception

because there is no deduction allowed from gross sales for
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materials, supplies, and services puréhased. The only deduction
permitted is for the previous production tex paid on raw
materials used, and tﬁe rationale for this deduction is to

prevent pyramiding of. the tax,, ‘

(b) Policy Analysis: The replacement of the general interior,
turnover, aqd armament taxes by the production tax.in 1957 has
had both desirable aﬁd.undesirable effects. A desirable feature
was éﬁe elimination of the turacver tax on internal sales in
order to avoid pyramiding of the tax at each level of sales and
to circumvent a very difficult enforcement pfoblem with spall-
scale commercial business. &Llso desirable was the over-all
increase in tax revenues by ncarly 100 per cent., Table 5
indicates thet total tax revenues in 1958, the first full
}ear in which the production tex was in effect, were 2,500
million $VN, while coil@ctions from the gencral interior,
turnover, and armement taxes in 1956 were 1,310 million §VN,

At the same tims, however, the net effect of ihe chénge
in texes was an absclute and relative shift from taxes rolsed
internally to taxes collected on imports, Revenues from

]
internally collected taxes declined from 1,031 million $VH in

1956 (turnover and armament texes) to 322 million VN in 1958

(pPOduction‘tax’on internally'préduced‘goods). Meanwhile, the
tox burden on-imports. rese frum 278 million SVN in 1956
(generel interior tax) to 2,178 million £VN in 1958 (production

-
tax on imports), As a result, the percentage of indirect
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taxes levied on goods sold and produced internally to indirect

-

taxes on jmports changed sharply from 370.7 per ;ent in 1956
to 14.7 per cent iﬁ 1958, ‘

¥hile there was undoubtedly & shift in emphasis from internal
to import taxes, it is also true that the statistics quoted in
the above paragraph exaggerate the degree of the shift, This is
due to the fact that the turnover tax was collected on the sales
of importers, and this facet of thé tax was, in effect, a tax
’on-importsﬂ

Thus, while the introduction of the production tax brought

a very welcome and needed increase in over-all tak'collections,
it also incre;s;d Viet-Nam's depéndence oé revenue eollected.fram
fmports and weakened the internal tax system. This development
points up fhg need in any tax refarm program to emphasiée the

strengthening of internally-collected taxes.-

As in the case of most other taxes in Viet-Nam, - the Saigon-
Cholon area dominates tax collections from the production tax

levied on internally-produced goods. Realization of this fact

~

is important with respect to the distribution of tax enforcement

resources, Table 6 indicates that 78,9 per cent of all production

tax collections in 1958 was made from the Prefecture of Saigon-
Cholon. Much the same concentration of the tax base was true

when the turnover and armament taxes were in effect.

Another facet of concentration is that a relatively large

part of the totel tax burden is borne by a small number of

large firms. For the purpose of investigating the tax burden



ot

. e gt gt AT

R T . , Table /5
General Interior, Turnover, Armament,
and Production Tax Colle¢tions, Calendar Years 1956 to 1959
a ' 1956 1957 1958 19593
(1) General interior and pro- 278,333,9500UN  2,185,523,0814VN  2,178,562,018VN  1,391,695,769$VN
duction taxes on importsl
(2) Turnover, armamen®t, and 1,031,539,2334VN 570,859, 726$VN 321,597,7764V  219,755,626$VN

production taxes on goods
internally produced and
s01d? . oo T

(B)FTotal of general interior, 1,309,873,183HVN  2,756,382,8074VN 2,500,159, 794§V  1,611,451,3954VN
turnover, armament, and
production taxes (l) (2) !

(4) Percentage of taxes levied 370.7 26.1 0.7 _ . 15.8 '
. on goods sold and
produced internally to
taxes on imports

1The general interior tax on imports Sf L, 6, and 10 per cent was replaced by the production tax on imports
of 15, 25, and 35 per cent effectlve March L, 1957.

2The turnover tax of 1 per cent and the armament tax of 3 per cent on general sales was replaced by the
. production tax of 6 per cent effective March 4, 1957.

3Data available to September 30, 1959.

Source: General Directorate of Taxation. . 7T
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Table 6

Turnover, Armament, and Production Tax Collections
on Goods Internally Sold and Produced in Viet-Nam and
Saigon - Cholon, Calendar Years 1956 to 1956

195 1957 1958 - 19593

(1) Turnover, armament, and pro-  1,031,539,2334VN 570,859, 7265VN 321,597, 7764VN 219,755,6264VN
duction tax collections in S )
Viet-Naml,

(2)- Turnover, armament, and pro- 769,694,6518VN  119,041,1995V <53,908,0855V8  169;080, 6028V
duction tax cgllections in : : . ‘

Saigon-Cholon<,

(3) Percentage of collections Thly T34 8.9 ' 76 .9 o
in Saigon-Cholon to : . ’ .
Viét-Nam

Ithe general interior tax on imports of 4, 6, and 10 per cent was replaced by the production tax on
imports of 15, 25, and 35 per cent effective March 4, 1957. . :

2The turnover tax of 3 per cent and the armament tax of 1 per cent on general sales was replaced by the
production tax of 6 per cent effective March 4, 1957. : £ '

"

JData available to September 30, 1959,

source: General Directorate of Taxation,
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Table 7

Thirteen Largest Production Taxpayers in Saigon, 19581

Type of Firm

. Beer and Soft Drinks

Blectricity

. Cigarettes

Cigarettes

. Soft Drinks
. Matches
. Assembly of Scooters

. Blectricity

Conétruc?ion
Construction
Electricity
Shoes

Printing

. Totals

Sales Production Ta; Deduction Tax Payments-
(V) (V) (&Vi) (i)

617,430,079 38,845,797 7,000,509 32,4k, 671
516,301,258 -30,978,069 6,805,8L3 25,172,233
358,062,078 21,483,739 2,770,1Lh 18,751,082
352,467,181 21,148,025 2,770,407 18,377,618
15,086,564 2,705,189 195,297 2,509,892
42,183,415 2,531,000 2Lk, 156 2,286,540
66,77h, 751 4,006,486 2,050, 468 1,956,018
26,446,279 1,706,779 153,599 1,553,173
12,778,425 2,546,190 1,036,654 1,508,026
33,309,200 1,998,551 522,404 1,476,147
22,9§2,569_ 1,379,582 184,740 _'1,19L,839
16,725;100 1,003,508 237,003 766,505
16,21;(.),497 ' QL1844 215,13% 726,712
2,188,797,396 131,274,739 24,186,628 107,723,456

1There are internal inconsistencies in the Table due to clerical mistakes in

recording production tax data in the indirect tax office.

however, do not affect the accuracy of the data materially.

Source:

oY

General. Directorate of Taxation.

These errors,

Ees
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falling on large {irms, all tax declarations weréd reviewed in
one of the four indirect tax offices in Saigon-Cholon. The
results of this survey ave presented in Table 7. Hven this
partial investigatiéﬁ indicates that 13 large firms paid :
107,723,456 §VN in production taxes in 1958, which represents
approximately 42 per cent of the total production tax collections

in Saigan—Cholon for the same year or about one-third of produc-

tion tax collections in all Viet-Nem. The firm with the

largest payment vepresented approximately 10 per cent of all
production tax collections in Viet-Nam during 1958. Further-

more; 3 of the 13 firms in Table 7 are related comparies

supplying electricity, while 2 scach are engaéed in construction-—

y 5 -
and the manufacture of cigareties and soft drinks.” The con=

clusion sppears warranted from this survey that the production

tax is borne to a marked degree by large manufacturiné Tirms
in a limited number of industries,

Table 7 also’ﬁrovides useful information with respect to’
the importance cf the tax Qedubtion which is given for prévious
production taxes paid on raw materizl used in menufacturing. The
total value of this _deduction for the 13 firms in the Table is

24,186,628 $UN. Sinceé these firms represent about ocne~third

5When the analysis is extended to include a larger number of
firms, there 1s a representation from more industries, For
example, the business activity of the next largest 10 tax-
payers are designated as: foundry, rubber products, nuoc mam,
iron furmiture, rubber and plastic, watches, motorcycle
asgembly, printing, repair of ships, and agricultural equimment.
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of a2ll production tax payments in Viet-Nam, the elimination

of ithe deduction would probably result in about 72 million VN
more in revenue anmually. Because of the deduction, the
effective tax rate (the percentage of total tax payments to
total saleg) for the 13 firms in Table 7 is 4.92 per cent

as compared to the statutory rate of 6 per cent. In other
words, the tax deduction lowers the statutory rate by about
one per cent.

Besides resulting in a loss of revénue, the tax deduction
has othér shortcomings: (1) The deduction does not eliﬁinate
all teax pyramiding because no credit is allowed on purchases
of other materials used in production, guch as machinery,
equipment, and fuel. (2) The intervention of a middleman’

between the importer and the producer causes a disallowance

of the deduction. (3) The deduction results in diffieult .

problems of compliance and enforcement; for exsmple, a printer
is alléwed a tax deduction on p;per vhich is used in advertising,
but no deduction is allowed on paper which is used in news-
papers and magazines, This distinction’is made because edver—
tising materiais are taxable under the production tax whilé
newspapers and magazines'are exempt. All of these ﬁeaknegses
of the tax deduction viould appear to constitute ample justi—
fication for eliminating this feature of the tax.

Cofsidering that tﬂe base.of the production tax on

internally produced goods is gross income, which is character-
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isticaily a broad base for a tax, the yield of 322 million $VN
in 1958 is disappointingly =mall. There are thrée reasons
whi.ch account for this reduced yield: (1) tlée original sta-
tute in 1957 excluded large areas of businsss activity, such

. as servioe indﬁstries and the commercial sector; (2) a policy

. o of liberal exemptions has been followed since 1957; and (3)

-—

) ’ S0me revenue has béen lost through weak enforcement. This

‘ fa.ilulje'to exploit a potentially productive tax is cons:'-Ldered
to be tﬁe ma jor shoricoming of the production tax on internally
produced-goods. i’t follows that the production tax is

" capable of playing an important role in raising more revenue

- - e
o AR A AR AT

for the central government budget if certain policy and ad-
m:'.nis;tra,tive reformsl are instituted, |
&n indication_‘qj;.‘ the extent to which the prociuc-t,ion tax
‘ has been eroded by e'.xempt-ions is the number of registered
- A . :
‘ firms which are not taxable, Table & presents a classification
of all productioz; taxpayers in Saigon-Cholon by industrisl
r . ‘ categories and taxa‘ble status in 1958, The Indirect Tax Coc}e
requires all potential taxpayiers‘ to register for payment of-‘
the production tax evenv“bhough they are legally exempt. Table &
indicates that 1,494 firms were exempt out of 2,891 registered
i;'axpayers (51 per cent) in Saigon-Cholon in 1958, Similar
provisional totals for 1959 are 1 ,096 exempt firms out of

>

2,535 registered taxpayers., Thus, the actual number of firms

paying a ~pf0duct3:.on tax in Saigon-Cholon was 1,397 in 1958 and

o
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Classification of Production Taxpayers by Industrial Categories

Table 8

CRmakii ale sl

and Tax Status in Saigon~ Cholon, 1958

Total for Saigon - Cholon

Industrial %_ém; gon ﬂmC h ° lon
Caﬂegory Registered Exempt Taxable Registered Exempt Taxable Registered lixempt Taxable

Food 117 263 154 512 145 367 929 408 521
Chemical 236 145 91 278 121 157 514 266 248
pharmaceutical,
and rubber
Wooden 187 L 76 322 151 171 509 262 247
farniture
Metal 119 61 58 211 121 90 330 182 18 w
products . &
Conscruction 83 L5 38 LO 20 20 123 65 58
materials
Textile, 169 117 52 89 47 L2 258 164 9l
weaving, and .
clothing
Electrical 20 12 8 - ~ - 20 12 8
products
Mineral 6 1 5 11 2 9 17 3 1
products
Miscellaneous . 125 9l 31 66 38 28 191 132 59
products

Totals 1362 849 515 1529 645 884 2891 1L9L 1397

Source: General Directorate of Taxation.
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1,439 in 1959.  Table 8 alsc shows that a sigmificant number

of exempt firms is characteristie’ of every industrial group.

There are several possible reasons which may be advanced

for the relatively high percentage of exempt returns: (1) Some

firms may register in errer in the sense that they are not

actvually potential taxpayers. This may be irue, to some.

extent, of low-income taxpayers. (2} There are some that

register but evade their tax liabilities, either deliberately
or because they believe innccently that they are:exempt.
(3) The remaining firms are legally exempt, and this type prob-

ably represents the larger part of-the total., Furthermore,

there is the additional p0551b111ty that a number of flrms

~—

by

evade their tax liabilities by not even botherlng to reglster

and file declarations. Whatever the reason for nonupayment

of the tax, therefore, it is spparent that a principal
problem with the produdtion tax is the relatively large number

of firms that evade or legally avoid tax liabilities.

The increase in the numﬁer of-exempt firms probably explains
in part the decrease in collections in 1959 as compared to 1958

Teble 9 compares collections during the first eleven months of

1958 and 1959. During these eleven months, 1959 as compared to

1958 monthly collections have been lower in seven months and

higher in only four months. The net decrease in revenue for the

eleven month period in 1959 as compared to the same period

in 1958 has been 16,580,664 $VN, or a decrease of approximately
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¥onth 1358 1929 Anerease Decrease
T (HVN) (&vn) (vm) (4vi)
January 25,961, 1455 21, 997,477 963,978
February 23,228,429 23,339,472 111,043
March 29,830, 843 2L, 273,822 5,557,021,
April 30,032,366 25,218,669 4,813,697
May 26,297,060 23,669,533 2,627,527
June 21,625,163 21,632,922 2,992,241
July 23,446, 501 25,801,549 2,355,048
August 22,391,769 19,815,877 2,575,892
'oeptember 21,047,516 22,185,613 1,861,903
{ctober 21,095,436 22,760,851 1,665,118
November 23,176,578 23,856,664 680,086
Totals 274,133,116 259,552,452 L, 811,595 21,392,259

Monthly Collsections for the Internal
ProductionTax for the First Eleven

Collections for the Internal

Production Tax

Month s of 1958 and 1959

Absolute Change from

1958 to 1959

[N

[ A A S S

P S e

Source: General Directorate of Taxation. Statistics are not consistent
with others reported from the General Directorate of the
Treasury because the latter agency includes ccllections for
previous years.
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7 per pent.T The dmportance of this decrease 4n revenusg may

be appreciated more fully when it is realized that this loss

of revenue is greater than individual annual collections from
the indirect taxes on precious metals, ice, and restaurant meals.

The General'Direﬁﬁorate of Taxation has shown some con-

cern for the erosion of the production tax base by estimating
that the amnual 1oss of revenue from presently existing
exemptions totals approximately 190 million $VN, To arrive at

this total, tax officials made the following estimates of

revenue loss: (1) 100 million $VN from the exemption granted

to low-income producers and to the six industrial products
exempted on June 3, 1959 for a period of two years; (2) 52
million $VN from the exempticn of paddy, rice, and sugar;

{3) 20 million %V¥ from the eXemption of cotbton textiles;

(4) 10 million $VN from drugs and medicines; and (5) & million
HVN from books, magaszines, and newspapers.

However, this estimeted anmual loss of revenue from
agemptions of 190 million $VN is obviously incomplete. Absenty”
from .the estimate is the loss of revenue resulting from the -
exemption of sll exports, which would approach 100 million #VN
in 1958. Also not ‘included, but of less importance,‘are exemptions

granted to certain construction activities, goverrment monopolies,

and producis bearing special counsumption taxes,

Tof more importance from a revenue point of view, the decrease
in revenue from the production tax levied on imports for the
first 11 months of 1959 as comparsd to the comparable period
in 1958 has been 293,298,840 VN, -which represents a drop in
revenue from this source of approximately 30 per cent.
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Inquiry into the methodology used at the General Directorate
of_Taxgtion to make the above esfﬂnates provoked considerable
doubt as to their reliability. Accordingly, an attempt was made
to deyeloP independent estimates of revenue loss resuliing from
certain exemptions from the internal production tax, It should
be emphasized, however, that although considerable time and effort
were.expended on this research, the estimates of revenue loss ob-

tained still leave much to be desired in terms of completeness and

reliability. Production statistics for some industries could

not be obtained, and in other industries the data are incomplete
becanse only the output of the larger fiyms could be obtained.
Attention was first directed to the six industries exempted
for a two~year period beginning June 3,41959¢' The results of
this investigation, summarized in Table 10, indicate an anmual
estimated revenue loss of 5,094,985 $VN. This amount of revenue

loss, of course, is rather minor.

Table 10

Loss of Production Tax Revenue from Six Exempt Industries(l)
Value of Annual Loss of (2)

Annual OCutput  Production Tax Revenus
Product ($vn) ()
Natural silks & rayon 15,000,000 750,000
Insecticides 840,000 42,000
Chalk, pencils, ink (Not available) . -
Agricultural, fishin%g)and
industrial equipment 10,059,700 502,985
Moving Pictures 16,000,000 800,000

Totals 11,899,700 2,094,985

(l) Revenue estimates are based on 1958 production.

(2) 4 tex rate of 5 per cent instead of the statutory rate of
& per cenl has been used in calculating the loss of revenue
in order to allow for the tax deduction.

(3) Category includes two industries: (a) agricultural and fishing
equipment; and (b) machines and spare parts used for industrial
and craft purposes. ) -

Source: National Institute of Statistiics and various industrial

syndicates,
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Attention may now be given to four exemﬁ% industries, which
are of particular interest because théy are the most likely pros-
pects -for inclusion within the scope of the production tax,
These industries are sugar refining, raw cotton and cptton tox-
tiles, oriental and occidental drugs and medicines, and books,
magazines, and newspapers. Table 11 summarizes the production
data and revenue loss estimates for these industries. The cost
of exampting these four industries is at least 70 million VN

annually, and probably somewhat higher than this total, ’

Table 11
(1)

.

Loss of Production Tax Revenue from Four Exempt Tndustries

Value of Annusl  Annual Loss of

_Output Production,. Tax
_ . (&) : HevenueIEgT ‘
Prodnct ($vn) %
Sugar refining: vhite 73,080,000 3,654,000
brawn 276,861,600 13,843,050
Cotton: raw 8,160,000 408,000
textiles 613,760,000 30, 688,000
Drugs & medicines: oriental (Not available) -
occidental 160,000,000 8,000,000
Publications: books (Not available) =~ - — ~ -
magagines, ete, 56,724,000 2,836,200
newspapers 224,055, 600 11,202,780
Totals 1,012,640,600 . 70,632,030

(1) Revenue estimates are based on 1958 production,
(2) A tax of 5 per cent instead of the statutory rate of

6 per cent has been used in calculating the loss of
revenue in order to allow for the tax deduction.

Source: WNational Institute of Statistics.
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This estimated revenue loss of 70 million %$VN from four

industries may now be compared to the estimate of 90 ﬁillion

$VN made by the CGeneral Directorate of Taxation for these same
four industries as well as for the exemption given to the con-
version of paddy into rice. 4s a result, in the estimate of the
Tax Directorate there remains only 20 million $VN as a provision
for the loss of production tax revenue from the exemption of
paddy milling, which is obviously insufficient, From this and
other evidence mentioned previously, it sppears that the total
anmal cost of all .exemptions from the production tax exceeds

190 million $VN by some considerable amount,

Administration: Auditing activities for the production tax in

b R AN gty e LS T 4R et

3

Salgon-Cholon ere tabulated below in Table 12, This summery
indicates that approximately 12 million %VN is obtained as a
result of verifying the returns of nearly 100 firms each year,

Since there are approximately 1,400 taxable firms in Saigon-

v

Cholon, about seven per cent of 211 taxable returns are audited :

e,

each year. Recommendations for the auditing of firms are made
by the four indirect tax offices in Saigon-Cholon, While the
selection for the actual audits is made principally by the
Director of Imdirect Taxes. Both large end small firms are

andited,
Table 12

Summary of Auditing Activities for the Production Tax

Yearl Humber of Firms Audited Additional Tax Assessments
1957 19 1,871,822 $VN
1958, 96 12,259,766 $i
1959 N &3 11,423,640 HYN

-

1For five months, from August 1 to December 31, 1957. The
production tax was introduced on March 4, 1957, bubt auditing
activities were not instituted until August 1, 1957. '

2Statistics availsble to Novenber 36, 1959.

Source: General Directorate of Taxation.

k
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The additional. produciion tax revenues rgised by auditing
2gain demopstrates the degree to which the General Directorate
of Taxation is understazffed. During most of 1959, there were
only eight inspectors availsble for the auditing of all indirect
taxpayers. No more than 5 man-years of auditor time were
availabie for the auditing of production tax returns, and yet
this use of resources will result in about 12 million BUN
in additional assessments by the end of 1959, This means that
éach inspector is collecting in excess of 20 times the amount
of his salaryﬂ

The production tax, unlike the direct taxes, is self-
assessed and voluntarily paid by the taxpayers. 'Thus, there™is
go collection probleﬁ with respect to original payments of
the tax iﬁ the sense fﬁat there is a disparity between the p
amounts that are voluntarily assessed and collected. Instead,
enfbrcemént problems arise in itwo areas: the collection of
addifional taxes arising out of enforcement activities, and
the exacting of a tax payment from nonpayers of the tax.

There are virtually no-statistics available on the collec~
tion of additional taxes levied as a result of enforcement
activities and it would be too onerovs to develop this type of
data. However, some rough insights into the problems iﬁvolved

.Were gained by interviewing the Director of Indirect Taxes:
‘(l) Most taxpsyers lisble for the paymeng of additional taxes

appeal. the assessments to the courts., The courts invariably
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uphold the assessments, however, so the principal reason for
the appeals 1s to delay payments of the tax for one or two years
until court decisions have been rendered. ’(2) Vhen the court
decisions have been rendered, the General Directorate of Taxa~
tion attempts to make collection of the assessments, and one
device used is to notify the police so that the latter may pre-—
vent the taxpayers from traveling sbroad. (3) Pen&lties up to
five times the amount of the additional taxes may be levied, bul
in practice the total amount of penalties is about 25 per cent
of the total additional tex. In other words, penalties will
raise additional productlon tax assessments from aboiit 12 milijon
$VN amually to about 15 million $VN annually.

With respect to nonpayers of the production tax, an attempt

was made to gain some insight into the compliance score of the.

kS

production tax by selecting a sample of the 30 printing estdb-
1ishmeuts which paid the highést petente tax assessments in
Saigon in 1959. The total mumber of printing establishments in
Saigon paying a patente tox in 1959 was 132, so the sample of
30 patente laxpayers represents a group of relatively large firms;
at least for this type of business.

Liability for payment of the production tax depends on the
fulfillment of three conditions: (1) gross sales must be over
500,000 ?E:VN annually; (2) six or more employeses (including family

workers) must be employed; and (3) machine operations must pre-
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is determined by the level of szles and size of work force,

-

dominate over hand operations in the productivé process, Since
printing is construed as a machine operstion*by the General

Directorate of Taxation, production tex liability for printers

Considering first the whole universe of 132 printers in
. i
Saigon, It was found that only 41 firms paid & production tax
in 1959, There were 65 fifms which had neither registered nor

paid the tax, while 206 firms had registered but had not peid

the tax.

¢

fnalysis of the 30 large firms in the sample was initiated
by an investiga%ion of their incoms tax declarations in order
to gain information on the level of reported gross sales,

Table 13, ﬁhich summarizes ‘the research data for the 36 firins,
indicates that 1958 incéme tax declarations were not filed by

12 businesses. With réspect to the 18 firms filing an income
tax declaratiéﬁ, it is importent to note in Table 13 that seven
firms reported sales for income tax purposes in excess of !
%d0,000$VN for 1958, but did not pay a production tax in 1958,

In both 1958 and 1959, 14 oub of the 30 firms in the sample
did—not pay a production tax. There is a presumption established
that the greater proportion of these LA nonpayers of the production
tax are 1llegal evaders on the grounds thst it appears likely .
that nearly all firms in the sémple have annual gross sales in

excess of 500,0004¥§. It may be seen in Table 13 that 17 out
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of 18 firms filing incoms tax declarations reported gross sales
in excess of 500,0008VN. Moreover, 7 of the 1k nonpayers of the
production tax admitted in their income tax declarations that

-

they had sales in excess of 500,000%VN.

Visi£s were made to the business ﬁstablishmen£5 of thellh
nonpayers of the production tax for the purvose of bringing more
evidence to bear on the problem of;nonéompliaﬁce, but this pro-
cedure was signally unsuccessful. The purpose of these visits
was to investigate the accounts of these firms in ordgr to.
‘determine the levels of gross sales and to find out if there
'were any mitigating circumstances which would explain nonpay-
ment, of the tax, Out of 14 firms visited, the msnsgers or
owners of énly two Iirms“éould be confécte&. These two persons

claimed that they hed never heard of a production tex. Three

4 )
!

of tvhe 14 firms were found to be legally exempb‘becaﬁse they

were printers of newspapers. Making allowance for thase three

firms, and also for a few more that may have gross sales below
500,000V annually, results in the conclusion that there appears
to be about 10 firms in the sample of 30 which evade a legsl

liasbility to pay a production tax. .

Recommendations: Viet-Nam probsbly will not find an easier or

‘better way of obtaining a sizeable increase in revenue than by

expanding ths base of the tax on internally-produced-goods. To

make appreciable progress in raising revenues will require the

»
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development of one or more broad-based taxes 1ike those on income,

land, and general sales rather thah relying on taxes with narrow

B, CLLE A R ikl M R B N

bases like selective excises, At the same time, among the broad-
based taxes presently used in Viet~Nam, the internal producvion
tax stands out as the one with a revenue potential which has becn
Jeast exploited. Alternative broad taxes like the income, real
property, and patente have already been given general application;
now there are compliance and enforcement barriers which prevent

further revenue gains without considerable administrative effort.

daba a bt i e by 4 Rbbbedtmf P LR S e

The internal production tax, on the other hand, is a levy which

3s potentially wide in its application but has been restricted

‘to a rather narrow base since its inception; revenue gains may

_be made simply by broadening the base, which should not prove

1o be too much of an administrative burden. . -
It is possiblé to argue that there are better bases for a

business tax than gross sales, but this issue is not contrelling.

No tax on business has a compelling rationsle; the quality

PR S T

differences among business taxes, instead, are rather minor.

Thus, given the need for business taxes for revenue purposes

if not for other fiscal goals, thére is justification in accepting

a8 form of business tezation which is already accepted by tax- i

payers and has become part of the administrative ritual. :
A more serious criticism of the internal production tax is :

its coverage rather than its base. It may be argued that it is

LY

basically inconsistent with economic development policy to have
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a tax which is borne in part by the manufacturiﬁg and construction
industries in Viet-Nam, while less important business areas from

a developmental point of view, such as retail trade, the service
industries, and the professions, escape with a lighter tax burden.

What resolves this issue is the severity of Viet-Nam's revenue

problem, When a country can raise only about 40 per cent of

its budgetary needs, potential inflationary forces are explo-

sive, Moreover, sheould run-away inflation come to Viet-Nam,

it is likely that it would do much more to inhibit the develop-

ment of mamufacturing and construction than the imposition of a

tax burden of moderate impact. Thus, the problem of unequal tax

burdens on verious segments of the econcmy should be resolved’ -

by equalizing the tax burdens at higher rather than at lower

levels of taxation. In other words, the way to resolve the
problem of unequal itex burdens between sectors of business is
not to lighten the burden of taxation on manufacturing and

construction but to increase the tax burden on other arecas of

business,

Bxtending the scope of the production tax will require the
removal of eXemptions presently ‘extended to certain industries,

There should be no reluctance to take this action in view of

Viet-Nam's need for more revenue. An additional reason, more-

over, is that there is real doubt whether tax exemption is the

most effective and economical way to assist and promote particular

industries. In prihciple, a substantial case can be made in favor
o |



The Team asked about the cost of money for business and general borrowings,
We were advised that although the legal maximwa rate of interest is 1% per
month, taxes and administration are approximately an additional L%. Thus, a -
monthly rate of 5% - compounded ~ will approximate 90% per yeare

At, noon, the-Team,met~the press in a conference which had been arranged by the
State people« A member of reporters and photographers had assembled and asked
constructive questions.

In the early afternoon we visited the site of a proposed state COHAB housing
development. The site is within the city limits of Porto Alegre and adjacent

to the new industries located on the Guaiba River., The land has been owned by
the State for some time and training school is to be established on a major
portion with remainder for housing Tor the relocation of nearby favela families,
Approximately 1000 families are to be served on the new site.

Detailed and apparently very competent socio=economic surveyes have been made
of the characteristics of the slum familiss who are intended for relocation to
this new site. One such analysis concerns some 97 to 123 families from the
nearest slum area. Certain selected characteristics of the head of the house-
hold in the 97 families may be noted:

1, Father headed the household e....suescceacese 656
2 WNite.iiecesesacncnsacasncossracaancscnsoans 5
3. Cormon~law husband..ccecesesssscsssssrosssassrs 29
! hi La.borers.......u.....,..-.-..............-.u-. )-l?
e m.d"jobs--trcotcwootu-t-v..ro..tnot.tlle.l..t 8
Domestic ServiCessetsssvscassosvascecsccsnnee 22

5. Less than minimum Wage..cescecscoacsccsanacss U2
More than minimum WagZ€eseeercscsescasassseeso 13

6. In same jOb for more than 1 yeadl'esesessesseiensn 35
7. Resided locally less than 1 yearessescossssss 5k
8. Resided in Capital less than L yearaissessess 22
9. Originated out of state (none out of country) 16

out of a total of L63 persons represented in the 97 families, some 177 or ap-
proximately 38% are less than 1l years of age,

4 similapr survey had been conducted in a number of other slum areas in and around
Porto Alegre, and in other urban centers of the State. Typically, it is hoped
that new housing projects may be sited approximate to industrial locations and
similar employment centers %o reduce the problem and cost of transportation.

Jpon léaving the site of the proposed housing development, we visited the favela
which was the locale of the socio~economic survey cited above. The improvised

dwellings are the result of simple squatting uwoon public land, the land of absentee
owners, or land in diverse and disputed estates.

We surveyed the general terrain from a vista of a bridge which had been construct
ed over the Guaiba River in 1958, A number of new industrial installations and
warehouses were evident on the Porto Alegre side of the river. The new bridge
also gave access to a large island in the river which was uninhabited and to the
open hinterland across the river. The secretary stated that he hoped to "urbanize"
the island which is in -the public domain. ’

Iv - 18



- reform is probably just as important, if not more so,- than

b

of direct subsidies over tex exemption, mainly on the grounds

tha&,ﬁirect subsidies are more selective and are subject to

. budgetary review and control.8 However, the granting of tax

exempticns, is politicaily more palatapble,

The caveat should be offered, h0wevér, that administrative

4

changing the- scope of the production tax., There is a §troﬂg
prasumption that a meager staff preventé'more than a partial
exploitation of the present basc of the internal production

tax. To expand the base without increasing the number of
personnel, therefore, would only result in a proc;ss of skimming

the cream from more milk. ‘It is very important for the General

Directorate of Taxation to obtain more staff in order that the

real revenue potential of the producfion tax, whatéver the
width of its base, &ay be realized.
Given acceptanée of the foregoing arguments, the rationali-
zation and development of the tax on internal production may
be accomplished_by the adoption of the following specific

recommendations:

8Readers vho wish to pursue the issue of tax exemption versuvs
direct subsidies are referred to Milton C. Teylor, Industrial
Tax uxemption in Puerio Rico (Madison, University of Wisconsin
Press, 195%.,)

i
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(1) Production for axport should continue to be exempt from
© the production tex in order to encourage e;ports.
{2) Production for internal sales should be taxable., This
applies specifically to the six industries presently exempt .
for two years under Law Ne. 13 of 3une 3, 1959 as well as
to the four industries enjoying unlimited exemption.
(3) The exempbtion 1imit on the gross sales of low-income
producers should be reduced‘froﬁ 500,000 $VN to 100,000 $yN
anmually, and the provisions with respect to number of
. employees and method of production ghould be eliminated.
(4) The deduction allowed for previous productior taxes
paid on raw materials used: in prodoction should be dis-
- ) continued and replaved by a deduction for production*taxes‘_
paid on the purchase of new plant and equipment,
(5) Withholding of the production tax on govermment supplier;
e and contractors should be instituted.
(6) The administrative regulation allowing exemption for all
. - repalir work provided that the cost involved is lesé th-'%n one-
half, the market value of the repaired property should bé
amended so that exclusion is given only if the cost of the
repair is léss than 10,000 $VN.
4 ’ {7) The use of custemers' materials by such businesses as
; jewelers; teilors, and printers should not be a qualifying
conditiéﬁlfor exemption;

(¢} A1 of the above reforms will require a sharp increase
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in the number of personnel available for addiﬁg new taxpayers to
the rolls and for auditing the accounts of taxpayers. It would
pe conservative to expand the present staff of eight auditors
available in Saigon-Cholon for indirect taxes by three times.
The staff available at the provincial level should also be in-
creased. Training of the new staff may be accomplished by
assigning a new recruit to each experienced inspec£or.

No precise estimate may be made of the additional revenue
wiich could be expected if the above recommendations were im-—

»lemented., Much of the data developed in this report on the

* cast of exempting certain industries is of doubtful reliability,

and the revenue which may be expected from other specific
recommendations is not susceptible to even a guess, The best
conjecture possible on the basis of -the available data is a
revenue increase of at least 240 million §VN, which is a sub-
stantial increase over 1958 collections of 322 million $VNH.
Indicated'below is the way in which -the total of 240 million $VN

has been determined:

Hecormendation (2): Removal of exemption to 6 industries:  2,000,C005VE
Recommendation (3): Removel of exemption to 4 industries: 71,000,000 VN

Recomendation (4): Reduction of exemption limit on sales: 50,000,005V

“eecmmendation (9): Better enforcement (assumed doubling

of staff): 1.6,000 , 000 “EN

135,000, GO0 sV il

terease of about 22 per cent on base of 139 million $VN

to allow for Recommendation (5): 30,000,000,V

ar

T-—,\ e =
iredse of about 22 per cent on present base of

322 million $VN to allow for Recommendation (5) 71,000, 0007VE

24,07, 000, 000,57 &
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2, The Indirect Tax on Gascline

(a) Description: Gasoline is imported into Viet-Nam by three
companies, These firms, with their initial operating dates are:
Caltex (4sia) Ltd. (1932), Shell Viet-Nam (1911), and the
Standard Vacuum 0il Company (1939). All gasoline is introduced
from Indonesia and at the very low cost of ,98308$VN per liter
because of Viet-Nem's proximity to the source of supply. In
1959, Shell imported approximately 75 per cent of the gasoline
introduced into Viet-Nam, with Standard in second place with

15 per cent and Caltex third with 10 per cent. The retail out-
lets are invariably owned by these three companies, with the
qualificatien that land for new outlets must be-leased rather -
than purchased since 1955. Retail prices and profit margins
are both subject fé govermment control., Gasoline is subject

to several import-taxes as well as an indirect tax levied on
sales mdde within Viet-lam. The historicsl evolution of these
two sets of taxes may be classified into four time periods:

(1) Before larch 14, 1956; import texes plus an internal
turnover tax of 4 per cent of gréss sales,

(2) March 14, 1956 to March 10, 1957: import taxes plus
an internal turnover tax of L per cent of.gross seles
plus an internal indirect tax of 1.24 &VN for each
liter: sold,

(3) March 10, 1957 to January 4, 1959: import taxes
plus an internal indirect tax.of 1.24%V0 for each

liter sold.
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(4) since January 5, 1959: import taxes plus an internal

indirect tax of 2.5 $VN for each liter sold.

As indicated in this outline, the indirect tax on gasoline
vas introduced on March 14, 1956 at the rate of 1,244VN for each
liter of gasoline sold internally. For nearly a year, this tax
was collected together with a turnover tax, until'thé latter was
eliminated on March -10, 1957. At this point, the over-all
tax burden on gasoline only decreased slightly, however, as
import taxes were raised to compensate in the most part for
the elimination of the turmover tax. The most recent change
in the taxation of gasoline was fhe increase in the indirect tax
from 1.2L8VN to 2.58VN on January 5, 1959.

Lubricating and diesel oils bear no internally-levied
indirect tax similar to the one on gasoline. As a result,-the
fuel used by motor bikes, motorcycles, and sccoters, vwhich is

9 per cent gasoline and 6 per cent motor oil, bears a lighter

internal tax burden per Jitexr than gasoline, The present indirect

tax on gasoline is 2,58VN per liter, so the indirect tax per
liter of fuel wused by motor bikes, etc., is 94 per cent of
2,59V, or 2,35%YN per liter, However; because | the per liter
cost of oil is higher than gasoline, the retail price of the
gasoline-oil mixture is 8.08VN per liter as compared to the

present retall price of regular gasoline of 7.,24%VH per liter.

The several taxes levied on the importation of gasoline are -

paid by the three importing and distributing firms. When the
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turné%er tax was in effect, 1t vas collected at the peint of sale
.
to the Tfinal consumer, vwhich was at the level of retail out-
lets except in those instances when the three distribubtors made
direct sales to consumers, This same collection procedure was
followed for the indirect tax on gasolinme when this levy Wwas
introduced on March 14, 1956, Since February 28, 1958, however,
all indirect itax collections ave made from the three importers
and distributors,

.The liability for payment of the indireci tax is based on
the delivery of the product by the three distributors to re-
tailers or final consumers. ﬁithin the first 15 days of esach
month, the distributors are ?equired to file a2 deeclaration and

.

pay the indirect tex on all gasoline. deliversd during the
preceding month, Enforcemsnt and verification of the indirect
tax on gasoline is undertaken by the Directorate of Indirect
Taxes, which has, as indicated previcusly, a total‘of elight
auditors available for the control of all mine indirvect taxes.
Penélties provided for "infringement end fraud” are 500$VN +o
5,000%VN and five times the amount of additional tax.

(b) Analysis: An historical sumuary of gascline prices and
tax burdens is presented in Table ik. This Table shows that the

tax burden\par liter of gasoline has more thsn doubled since 1955,

rising from 2,348 per litef in 1955 to 4.72868VN per liter in 1959.9

A similar caleulation made by one of the oil companies resulis
in the determination that the total tax burden is slightly
higher at %.8082%VN per liter. This calculation, however, con~
strues certain service fees ag taxes, such as for the use of
the dock and harbor and for insurance,
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At the same time, the retail price of gasoline has risen by
55,3 per cent, from 4,663VN per liter to 7:24%VN. The result
;f these two circumstances is that the percentage of totai

tax to retail price has risen from 50,4 per cent to 65,3 pex
cent, By comparison{ similar percentages are 31.2 per cent in

Bangkok and 50.8 per cent in Manils. There is some considerable

-variation in the retail price of regular gasoline in SoutheasiAsia,

In Banglkok, the price is 32,0 U.S. cénts per American gallon,
while in Saigon the price is 38.5 cents per gallon and in Manila
46,2 cents per gallon, -

The increase in the indirect tax on gasoline from 1.24%VN
to é.S%VN in Jamary of 1959 has doubled the collections from
this tax. Hisﬁorical collection ;igures from the indirect tax
since it was introduced ‘in 1956 are: 1956 132,970,1074VN;
1957: 220,339, 9789V; 1958: 253,478,032670; and 1959 (to
November 30): 456,528, 4534VK,

Thére is no‘internaliy levied tax on‘diésel éﬁd motor oils’
comparable to the indirect tax on gasoline, and in addition,
these two‘products have lighter import duties than gasoline.
Details on the comporative tax burdens of theéé ﬁhrée products-

are presented in the following schedule:

Diesel Motor
Tax Gasoline ‘ 0il Qil
Customs 30% 20% 30%
Production ' 35% 25% 25%
. Bxeise © 108,808V per 100 kilos None None
Surtax on excise  93.50%VN per 100 kilos None None

Indirect 2,508VN per liter - None ° None
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Because fiiesel o1l is under~taxed relztive to gasoline, it
is veported that there is a nroncunced tendency at thu present
time to convert trucks from gasoline consumption to diesel oil.
4ls0, there is a trend towsrd the importation of diescl trucks,

Two tax adjustments may be made in order to raisc additional
revenues and to make more ﬁniform the unequal tax burdens indicate
above: (1) the indireci tax on gasoline may be raiscd to 5EVN
per liter; and (2) the cxcise, surtax on excise, and indirect
raxes presently applied to gasoline may be extended to both -
diesel and motor oils,

Assuming an inelasticity of demand for petroleum products, |
vhich is a relatively safe assumpiion in Viet-Nam, these tax
adjustments wou%d tesult in approximately. A68 million $VN iq;
additional tax fevenues anmually, Approximately 250 million $VN .

of this total would be derived from gasoline, 156 million VN

from diesel oil, and 62 million $VN from lubricating cil.

(¢) Administrabion: The most importent administrative improve-

ment which has been made with respect to the gasoline tax was in
March, 1953, when the 1liability for the payment of the tax was
imposed on the three distributors of gascline rather than on the
retail outlets. This change was desirable because there was
undoubtedly considerable evasion on the part of thé retailers.
One geﬁeral survey in 1957 disclosed that 45 out oé 135 retailers
under-reported the amount of tax due. Another general investi-
gation in 1959 of all retail cutlets operating in Saigon-Cholon

during 1956 and 1957 determined that the indirecht tax on gasoline

R LT = S ENE A AP R ——
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Table 1k

v

Prices and Tax Burdens
Per Liter of (Fasoline, 1955 to 1959
($V¥ per liter)

958 1955(2) -

Je

1955 1956 1957¢1)

CIF 1.0046 1.0046 1.0227 9830 .9830
Tuport taxes(3) 2.,0902 2.0902 2.2594 2.,2286 2.2286

.‘l‘urnover tax T 3467 JL67
Indirect tax 1.24 1.24 1.24 2.50
Total tax =~ 2.3487 3,6769 34994 3.4686 4. 7286
- Retall price L.66 5.90 5.98 5.98 7.24
Percentage of
total tax to

retail price 50,1 . 62.3- 58,5 - 58,0 65.3

(1) From March 10, 1957.
{2) From January 5, 1959.

.J (3) Tmport taxes include a customs duty of 30 per cent on CIF from
‘ © 1955 to 1959; 2 general interior tax of & per cent on CIF plus
customs from 1955 to March 9, 1957; a production tax of 35 per
cent on CIF plus customs from March 10, 1957; an e:;cise tax on
imports of 108.805VN per 100 kilos from 1955 to 1959; a surtax
on the excise tex of 93.50%VN per 100 kilos from 1955 to 1959;
a supervision tax of O85VN per 100 kilos from 1955 to 1959; and
a statistics tax of 2%VN per 1,000 kilos from 1955 to March 29,
1959 and 6%VN per 1,000 kilos thereafter.

Source: General Directorate of Customs.
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: audits werg undertaken in 1958 and.1959.

had rot been paid on 11,592,986 liters of gasorine, which was
approximately 8 per cent of the smount sold., This latter general
audit resulted in additional indirect tax aésessments of

14,375,302 $VN,

Since there -are, only three gasoline distributors in Viet-llam,

At was possible to review all audits undertsken of these three

firms within recent years by the Indirect Tax Directorate. The
record of enforcement summarized in Table 15 is not impressive.
One firm was audited in 1956 and the other two in 1957, but no .-
Only one of the three

firms has actually been .audited for the indirect tax on gasoline,':
as the other two firms were audited for fhe turnover taxl Thus,

despite the fact that the indirect tax on gasocline was introduced‘

in 1956, there has only been cne audit made of this tax as of

-

February 1, 1360,

There is evidence of a tendency to audit the accounts-gﬁ the
three distributors for only'one-téx during each audif,:aitﬁpﬁgh‘
the fims ave liable for two indirect £axes.' It was found, for
example, that one firm was audibed in 1959 for the productlon
tax (sith additional tax plus penalties of 1,002,50h %VN), but
no audit was undertaken at the same time for the indirect tax
on gasoline.

The question may be raised whether enforcement activities

are necessary on large corporations in view of the fact that in

general they have good accounting systems and have a reputation
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%or responsibility and cooperation with governments. The answer
to this guestion is shovn in Table 15 in the amount of additicnal
tax and penalties that resuvlt from auditing the three large
gasoline distributors. This evid;nce bears: out the experience
in the United States, where it has been found out that corporaie
auditing is generally more productive per man hour of auditing
time than the inspection of smaller unincorporated businesses,
The reason for this is not so much deliberate evasion as mis-
interpretations of the law, and when these mistakes occur, they
are of considsrable revenue impprtance because of the size of
the businessess. - .

The fact that there 'is a need to sudit the-three distributors.
Jor the indireqt tax on gasoline suggests the-possigility of con-
verting this tax into an import duty. Since the tax is shifted
“to’ the consumer in its entirety, it might just as well be imposed
at the import level. If this ﬁere done, it would more nearly
ensure correct compliance on the part off the distributors and
lighten the enforcement burden of the Indirect Tax Directorate;
Whose very meager enforcement staff is urgently.needed for the

control of other taxes,

(d) Recommendations: There is no settled theory of highway
finance. Some ;uthoritie51naintain that all of the costs of
roads and streets should be borne by motor vehicle taxes, while
others maintain that non-highway users should also contribute

»
Lo the cost of highways. Still other public finance scholars
!
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Table 15

Summary of Indirect Tax Audiis
on Three Gasoline Distributors

Name of Tnclusive Dates
Firm of Audit Period

"Caltex ©  Calendar years
1954, 1955, and
’ 1956

Shell Calendar years
1954 and 1955

Standard (1) 20 March, 1956
to 31 August, 1956
(2)10 March, 1957
to 30 Sept., 1959

Source:

26 Nov., 1959

General Directoratp of Taxation.

Additior
Time Recuired Taxes Tax Pl
to Complete Audit Verified Penalti
(4v)
15 July, 1957 to Turnover 32,7
21 Avgast, 1957 tax
6 June; 1957 to Turnover 3,323,837
12 June, 1957 tax ,
11 Sept.,1956 to Turnover 353,85
3 Dec., 1956 and
i ) Indirect
tax on
Ggsoline ;
12 Nov., 1959 to Produc—- 1,002, 506!
tion tax T
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maintain that owners of vehicles should make a substantial
contribution to gensral government over and above payments made
for the provision of highviays. In Viet—ﬁam, motor wehicle taxa-
tion is ﬁsed as a source of gensral govermment revenues rather
than as a means of exacting a benefit-reteived payment fiom

highway users. Although ne finite proof can be offered, it

. appears likely that Vietnamese highway ussrs make a contribution

to general government exceeding the cost of providing facilitles
for vehicles.

Jithout a settled theory.of highway finance, it is diffieult
to reach a rational and cerfain conclusion as to the desirable
level of gasoline taxes in Viet-Nam, All %hat can be done,

instead, is to offer certain subjective considerations which

-are relevant in reaching a conclusion. In favor of raising

the tax on gasaline, it mey be said that this product is rele-
tively inelastic in deménd end that compliance is guite certain,
with the result that additional govermmental revenues could

be obtained rather easily and guickly. On the other hand,

there are several reasons which may be advanced in opposition

to an increasé in gasoline tax rates: (1) There is the likedi-
hood that highway users in Viet-Nam already contribute to
general government in excess of the amount needed to provide
facilities for vehicles. (2) A compared to raising taxes

on gasolin®, there are other ways of raising governmental

revenue vhich are less regressive, such as the further exploli-

L
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tation of income, land, and internal production taxes.

(3) Recent increases in gasoline taxés, which have raised
rates precipitously witbhin a ;hort period of time, have placed
o undue burden on one form of consumpbion exrenditure.

(4) & superior way of exacting a‘higher tax burden from motor
venicle users, if this is desirable, would be higher taxes

on motor vehicles. These reasons, however, do not appear to
be as importent or as controlling as Viet-Nam's need for
additional governmental revenues.

& stronger case can be made for raising the level of
taxation on lub?icating 0il and diesel fuel used for transporta—
tion purposes. Both of these products are under-taxed in Vi;;—
Nam as compared to gasolipe because of lower import duties and
the absence of a specific intemal sales tax. It is.recommen&éé,
therefore, that bgth diesel oil used f;r motor vehic}e trans—
vortation purposes and lubricating oil be made sﬁbject to the
same excise and indirect taxes which are levied on gasoline,,

Administration of the indirect tax. on gasoline would be

‘ improved if this tax were converted into an import duty. If

this recommendation is not adopted, annual audits of the three

distributors should be instituted.
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The Entertainment Tax

(2) - Description: The en£ertainment tax is of recent origin

in Viet-Nam, being adoﬁted in South Viet~llam on November 11, 1946
and in Central Viet-Nem on December 8, I956. On Januarf 1, 1955,
the tax E;camé a central government rathervéhan a regional
goverment source of revenue. - Responsibility for assessment

and cgllection-was assumed by the General Directorate of
TYaxation on May 1, 1955,

A principal feature of the entertainment tax is fhat there
is both a basic tax and a surcharge. The basic tax has itwo
different statutory rstes, depending on the type of entertainment,
while the surcharge féte is established by.decree and varies by

regions of Viet-Nam. Revenies from both the basic tax and the

-surcharge are received by the central government, with the

recéipts from the surché;ge being earmarked for indigent relief
at the l;calzéovernﬁenéilevel.

For application of the two basic tax rates, all taxable
forms of éntertainﬁent are divided into two groups. A rate of
5 per cent of gross‘féceipts is levied on thecatrical performances,
shows, musical presentapibns; concerts, exhibitions, athletic
-events, and circuses. The second group, taxed at 20 per cent
of gross receipts, includes cafe and tea room entertainment,
horse races, motion picture theatres, night clubs, and other
forms of entertainment not specifically mentioned in the first -

o
group. .



e ara et d s 2 TE A A e L ue w s mas

b1

-

[

Previous to March 4, 1957, when the entertainﬁent tax was
revised, all forms of taxable entertalrment were taxed'at the
same basic rate of 20 per cent of gross receipts., Difficulty

vas experienced, however, in collecting the tax from small

theatrical groups, shows, snd musical presentations, with the

" result that the rate was reduced to 5 per cent on these types

of entertainmeant in order %o encourage an improvement in
compliance,

No specific-rate is established in the Indirect Tax Code
for the surcharge. Instead, provision is made for the rates of
thé surcharge to be established by decrees issued by the.ﬁinistgr
of Finance, with the only limitation being on these decreces that
the surcharge rates camnot exceed the amount of the basic tax. .
Previous to March 4, 1957, the surcharge was 100 per cent of
the basiec tax in Central Viet-Wam and the Highlands and South
Viet-Nam, but sinee March 4, 1957 the surcharge has been reduced
to 50 per cent of the basic tax in Central Viet-Nam and the
Highlands, This means, in other words, that there is at present-
a L0 per cent entertainment tax levied on the cost of an
entrance ticket to a motion picbure theater in South Viet-Nam,
20 per cent of which i1s 2 basic tax and 20 per cent a surcharge,
while the total tex is 30 per cent in Central Viet-Nam and the
Highlands. - s ‘

Exempt from both the basic tax and the surcharge are certain
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types of entertainment which.are o}ganized without a commercial
purpose: (l)-all entertﬁiﬁﬁent organ;zed in villages which are
not classified as municipélities; (2) theatrical performances
held én occasions of religious worship; (3) entertaimment
organized for the benefit of government agencies; (4) enter-
tainment for the supnort of charitable-or relief organizations
which are considered to serve a public 1nteres», and (5) per-
formances for the beneiit of non~professional1sporting clubs,
provided that the porﬁonmences do not involve professional or
foreign athﬁetes and that Lhe collycnlons are used to improve
athletic or military traininé. Also exempt from the entnrualnmunt
tax and surcharge are tlckets dlstrlbuted free to (1) groups
of students from schodls sponsored.by charltable associations;

(2) hospltallzed WOunded so1ﬂwev5 or 1nva11ds, and (3) govern-

- ment employees requlred by Bhe nature of their work to witness

. ", -
1
performances.

Y

Procedures for pay;nﬂ the ente-talnmedt tax have been
established by decroe, and there are two altefnaulve met;ods,
by forfeiture and on a declaratisn bésis. The forfeiture method
is used only at the district level of govefnment and involves a
process of negotiating an agreed base for Llhe tax between the
district chief and the promoter of lhe entertainment. This
means that lhe tax is bésed on estimated receipts before the

performance takes place rather than on the actual nuber of

tickets sold at 2 given price.

- P JE— - = mmm at x —aTYT EErmmYoop

forme e

n e meT— s 4% x o T



-

-

B el R
M

B 2 L

N

R - Ml el ittt

63—

Assessment of the enterteimment tax in all towms and muni-

-

cipalities is based on declarations on the part of the owner or
organizer of the cntertainment. For all entertainment requiring

tickets for admission, the promcter must bring the entrence

to the indirzet tax office, have the tickeis perforated,

v

and pay the tax before the sale of the tickets to the public.

It is the taxpayer’s obligation to be kept supplied idth per-

ferated and preﬁaxed tickets,

The entertaimment tox has particulsr complications with

respect to night clubs and tea rooms. Night clubs invariably

charge an entry ticket which has a rather nominal price of

about 8 plasters. The entertaimment tax must be prepaid on

this ticket, as in the case 6f motion picture theaters. The o
actual cost'of food. and drinks is then subject to either the

10 per cent luxury tax on restaurant meals if the charge is

over 100%VN per person or to the 6 per cent production tax

for charées below 1005VN per person 1f the articles consumed

have been changed in form. No tax is lewvied on charges of

less thén 1003Vl per person if there has been no change in ﬁhe
form of the ﬁroducts consuﬁed.

Tea rooms, on the other Hénd, have a minimum service
charge instead of én entry ticket, and the entertainmént‘tax
is 1evied.on tﬁis minimum charge, The luxury tax or production

tax is then levied on the total bill per person after deduction

of the minimum service charge.
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(b) Analysis: As shown in\Table 16, "entertainment tax
collections have shovn steady improvement, with an increase

of more than 100 per cent during the period from 1955 to 1959,
Gollections for 1959 are likély to be about 90 million HVN,
which représents an increase of about 15 per cent over.1958.
Tpe largest percentage increase in:collectiéns occuned in 1957.
Tﬁis improvement is attriﬁutable to severél factors:- (l)'gn

inerease in securitys; (2) better enforcement; (3) an increase

in the popularity of other forms of entertainment as gembling

was prohibited; and (4) the institution of continuous-run movies,

Table 16
ﬁntertainment Tax Collgctisns;
1955 o 1959
. _ “-‘; gall1amounts in $VN) _

1955 1956 1957 1958 1959(1)

Basic Tax 18,625,331 21,766,378 38,043,313 40,351,043 41,654,705

Surcharge 16,625,331 21,766,378 36,486,145 38,387,338 39,702,423
Total 37,250,662 13,532,756 74,529,458 78,738,381 81,357,128
(1) To November 30, 1959

Source: General Direchtoralte of Taxation

There are two important characteristics with respect. to
entertainment tax collsctions, The first is that the contribution

of motion Picture theaters is the dominant element. In Saigon
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during 1959, motion picture theaters contrib&%ed 9),15 pef cent
of all entertainmént tax collections, with night clubs producing -
1.21 per cent snd all other fomms of entertainment 7.64 per cent,
The second chardcteristic of collections is the high proportion
of revenue raised in the Saigon-Cholon area. Out of the tobal
collecéiﬁné of 78,738,381 $VN in 1958, 986,973 $VN were obtained
from the Highlands, 4,903,980 VN from Central Viet-Nam,
5,694,596 $VN from South Vict-Nam excluding Saigon-Cholon, and
67,152,832 SUN from Saigon-Cholon., This means that 85.3 per cent
of all entertairment tax collections for Viet-Nam in 1958 was
attributable to Saigon-Cholon.

A tabulation and classification of all éntertainment tax-
payers in Saigon-Cholon indicates that there are a limited number
of taxpayers, dominated_by'ownérs of motion picture theaters.-
During 1959, there were 59 motion picture theaters, & other
theaters, 13 night clubs, '7 tea rooms, 1 horse racing track,
and 1 football stadium. The number of motion picture theaters
in thé Prefecturs has incrédased from A5 in 1956 to 59 in 1959.

The 8 operating night clubs in éaigon during ‘1959 made
entertainment tax payments renging from 109,7263VN by the Kim
Son to 23,9454VN by the Tour d!Ivoire. On the basis of an
entry charge of 8%VN for the Kim Son, the average number of

customers per night is only 40 persons.

Inspection activities for the entértainment tax are notably

vnproguctive of révemue, During 1959, the number of ingspection
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runorss written in Saigon-Cholon was 79 for motion picture

wha

aters, 11 for other theaters, and 2 for all other forms of
tacable entertainment., These 92 reports resulted in omly
£,,258 VN in additional revenue. On the average, each report
for & motion picture theater resulted in only 765 &VN in addi-
tionzl reverme. This evidence appears to suggest that inspection
regources siould be chamneled from motion picture th;—zaters to : ,
i3 rooms and night clubs.

There are trenchant arguments both in favor and in cri_ti-
cisn of consumption taxes, Proponents of consw{tption taxes
argue that they are easy to pay and hence are productive of
r.vepue, Moreover, it is argusd that no positive harm results -
L» the coz_lsﬁmer when nonessentials are taxed, sqch as liquor,

tibacco, and entertainment. On the other hand, critics rejoin

e

that consumption taxes are.irrational in design and unfair in
ircidence. Exception is token to society imposing on indivi- .
sunls a system of priorities on consumption. Tt is also
Folnted out that many so-called luxuries actually have an
in-lastic demsnd, and for this reason, higher luxury toxes
Actually mean less food consumption or medical expenditures.

In the particular context of Viet-Nam, the balance appsars
2 be tipped in favor of developinz and strenthening consumption
tes like the entertaimment tax. One reason is the relative
h.'.fi‘uctiveness of the income tax as a means of taxing the
“F»ier proportion of the population which has s certain ability
Soray taxes, A second reason is Lhe need' to provide an increase

¥ Fuvlnue in order to forestall possible inflationary forces
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the futvre., FFinolly, the entertainment tax has & proven

-+

‘history of revenue productivity and enforceability; it is a

tax which is accepted by the taxpaying public.

(¢) Recommendations: The entertainment tex, however, is not a

crucial area of tax reform. Tax ratesare at present relatively

high and compliance is tolerably good, except for night clubs and

- tea rooms .

Some improvement in revenne and administration could

be ‘obtained by adoption of the following recommendations:

{1) sliminate the surcharge snd establish a single tax rate

()

(3)

(4)

of L0 per cent for 211 taxable entervtainment in Viet-Nam,
- This recommendation has scveral advantages: 1. It would
establish a uniform entertainment tax rate throughout
Viet-Nam. 2, It would provide more budget flexiﬁiliﬂ}

by eliminaiing a form of earmarked revemue. 3. It would
tax all forms of entertajimment uniformly.

¥xtend the principle of pre-~taxed entry tickets to tea rooms
by requiring these establishments to levy a charge on
admission rather' than 2 minimum cover charge.

Simplify the tex 1iability of night clubs and tea‘romns

by eliminating the apﬁlication of the production tax.
A%loqate auditing resources so that more attention isvgiven
to night clubs and tea rooms‘and less to motion picture
thesters. In this connection, night Elubs and tea rooms

should be inspected during their evening operating hours.
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4. The Consumpticn Tex on Meat

(2) Description: It will be recalled from an earlier section of
this report that all internally-sold goods before March 4, 1957
vere subject to a turnover tax of 1 per cent plus a surcharge for
armaiment of 3 per cent computed on the szle price at each interf
mediate level of trade. These two taxes were then replaced by
the 6 per cent production tax on internally-produced goods on
March 4, 1957, In this changeoyer, meat products were relieved
from the burden of the turnovgr tax and surcharge for'armament,
but became subject immediately (on March 4, 1957) to a new tax —-
the consumption tex on meat —- rather than to the produc-tion.tax°
In a sense, thereforg, the meat coésumption.tax may be viewed as
a unigue extgnsion‘of the internal Production tax,

Tax rates for the meat consumption tax vary Qiﬁh the type
of animal slaughtersd: beef cai'ftle-: 1208V per head; buffalo:
1003%VN per head; hogs: 504VUN per head; and sheep znd goats:
258VN per head. |

Responsibility for collecting the meat consumption tex is

assigned by the central govermment to the agent collecting the

local ~level slaughter tax.lo Animals destined for meat consumption

are reqaired to be broughl to slaughterhouses for wveterinary

10,

buffalos 38§VHN; buffalo: 903VN; small hog: 38BVH; hog: 65%VN;
sheep: 28%VN; and goat: 135VN,

The rates for the prefectural slaughter Lax in Salgon-Cholon are:
young beef cow: 33%VN; beef bull: 654VN; beaf cow: 85%VN; young
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examinetion. Owners of the animels must then.pay both the meat
consumpbion tax and the slaughter tax if the animels are certified
as sultable for consumption purposes, In some provinces, the
collection of the slaughter tax is let out on bid to private indi-
viduals. In these cases, and also in instances where there are
no slaughterhouses, the meat consumpiion tax is collected either
by provincial indirect tax offices, chiefs of districts, or

village financial' officers.

. (b) Analysis: As mentioned earlier, before the meat consumption "’
ANGLYS1S : y

tax was introduced on March L, 1957, meat products were subject
to the turnover tax of 1 per cent and the surcharge for armament

of 3 per cent., However, in actual practice these two taxes were

.

so difficult to collect from small retailers that a procedure of
taxation by forfeiture had been established in 1951, with taxes
being -collected from the sellers of animals &t the slaughterhouse

according to the following tax rate schedule:

Beef cattle: © 68%VN per head
Buffalo 6LBVN per head
Hogs: LLSVN per head

Sheep and goats:  20$VN per head
A dilerma was then posed when the turnover tax anzl surcharge
for armament were replaced by the 6 per cent prodliction tax on
Harch 4, 1957, for tfle application of this new tax to the whole-
sale price of meat would have xjesulted in 2 precipitous Increase

1



® | . -

in.the tex burden, To illustrate, based on average prices of
animals during February, 1960, the application of a 6 per cent
tax at the wholesale level would result in the following tax
burdens per head:

Tax Burden At -

Type of Animal Average Price Per Head 6 per cent

i Per Head
Beef cattle 5, COOBVN 3005V N
Buffalo ' 3, 6005V . 2185
. Hogs - -2,3 50%VN LISV
Sheep : ‘1,350&VN B15VN
- Goats ' : £O0SVN HBEVN

To resolve this dilemma, the'meat consumption tax was
introdquced. .This new tax resulted in appreciably higher tex
burdens ‘on meat products than previously, but avoided the full
impact of the production tax, As shown in Table 17, the effective
rates of the meat consumption tax vary from 1.85 to 3.12 per
cent depending on the type of animal as compared te the production
tex rate of 6 per cent.

Table 17
Effective Tax Rates of Meat Consumption Tax

"Present Tax  Average Wholes?le Tax Burden Per Head as
Type of Animal Rate Per Hosd Price Per Headll) & Percentege of Price

(V) (5VN)
Beef cattle 120 5,000 2,10
Buffalo 100 3,600 Lo 277
Hogs 50 2,350 2.13
Sheep 25 1,350 - 1,85
Goats i 25 800 3.12

(1) As of February 8, 1960
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{¢) Recommendations: It is apparent that some improvement may

be made to the meat consumption tax by establishing {ax rates per
head which would result in a uniform effective tax rate for cach

type of animal rather than in a variarion of tax rates between

© 1.85 to 3.12 per cent., What should this unifomm tex rate be? It

will be recalled that meost agricultural products are exempt from
the 6 per cent production tax by virtue of the exemption given
to each producer with annual sales of less than 500,0004VN. As
a result, meat products already bear a tax burden which exceeds
that which falls on other food products. This tax on meat is
probably justified on the grounds that meat is a semi-~lumury
product., On the other hand, raising the tax to 5 or 6 per c;ht
would probably penalize meat consumption unduly as compared to

other food products, Therefore, a uniform effective rate of :3 ﬁer

‘cent is recommended, Based on the wholesale market prices of

animals in February 1960, a uniform effective rate of 3 per cent
would require the following tax rates per head as compared to

present rates indicated in parenthesest

Beef cattle 150GV (1208VN)
Buf falo 1085VN (1O0%VN)
Hogs 708V ( 504VN)
_Sheep . EORYN . { 253VN)
" Goats ' 5h$VN ©( =258vN)

'.:Collcctions from the meat consumption tax have improved

appreciably in the three ywars in which the tax has been in
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existence: 1957 (from March 10): 38,743,9358VN; 1958: 58,077,39957N;

and 1959: 69,h61,085$VN.11 For 1959, the distribution of collec—
tions was 2,870,8058VN from the Highlands, 12,103, 5430VN from
Central-Viet~Nam, 22,919,555 from Seigon-Cholon, and 31,567,1825VN
from the remainder of South Vietnam. Adopéion of a new. tex
schedule representing a uniform tax rate of 3 per cept would in~-
crease feqenues from 10 to 15 million VN anmually. A more pre-
¢lse estimate is not possible,

There is unquestionably considerable evasion of the meat
consumption tax, although the degree of non-compliance is indeter-
minable. The incidence of evasion is probably higher in rural
areas where there are no slaughterhouses, but even in Saigon-Cholon
there is known to be some by-passing of thé slanghterhouse in order
to evade taxes: Déspite this, the principle of assigning to local
authorities the responsibility to collect the tax is a good one

given the present ocnerous workload assumed by the Indirect Pax

Directorate,

Collections for 1959 are complete except for appreximately
60, 0008Vl «for the month of December, 1959 from the Province
of Darlac.,
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2. The Tax on the Circulatbion of Ibtor Vehicles

-

(a) Qgscriptioq: An anmaal motor vehicle license tax has been
in existence throughout Viet~ilam oaly since liarch 4L, 1957.
Before this date, there was no recurrent vehicle tex in the region
of Scuth Viet-¥am, while vehicles in Central Viet-Nam were subject
to an annual property teax, However, preceding 1947 and until the
present time the sale of motor wvehicles has been subject to a
rather high registration ta}:.l2

There are two principal features of the rate schedule for
the license tax: low flat. rates for light vehicles such as -
scooters and vehicles for public transportation of passengers
and freight; and (2) progressive rates for pri&ately—owned
vehicles based on the number of cubie centimeters per cylinder.
Anmmal tax rates were raised effective January 1, 1959. From -
March 4, 1957.to December 31, 1958, the following annusl tax . -

rates were in effect:

12‘I‘he registration tax is based on value and varies with the type
and age of the vehicles according to the following schedule:

New First Second Third OQOver Three
Cars Year Year Year Years
Private wvehicles with
cylinders over 1,000

C. C.'S, 254 20% 15% 109 5%

Private vehicles with
cylinders less than

1,000 ¢, c.'s. 154 - 12% 9% 6% ' 3%

8311 cther taxable
vehicles 10% 8% 6% L3 2%
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3005Vi: Two or three—wheeled vehicles registered with ilhe
Public Works Department.

500%VN: Vehicles uwsed for the public transpertation of
passesngers and all trucks,

15005VN: Privately~owned vehicles with cylinders of leass
’ than 1,000 ¢, c.!'s,

20008VN: Privately-owned .vehicles with cylinders of over
1,000 ¢. ¢,'s,

The increase in tax rates effective Jamuary 1, 1959 reduced
the tax burden on some of the lighter vehicles but inereased the

burden on-‘heavier wvehicles., The new rates are:

-

“300$Vﬁ: Two or three-wheeled vehicles registered with the
Public Works Department.

500$VN: Vehicles used for the public transportation of |
passengers and all trueks,

1000§VN: DBrivately-ouned vassenger venicles with cylinders
.of 1,200 ¢, ¢.'s or less,

2QOd$VN: Privately-ovmed passenger vehicles with cylinders
of 1,201 to 2,000 c. c.!s,

30004VN: Privately-owned passenger vehicles vith cylinders
of 2,001 to 4,000 c. c.'s.

LOO0%VN: Privately-owmed passenger vehicles with eylinders.
over 4,000 ¢. c.!s,

Seme clarificétion is necessary with respect to the appli-
cation of the tax rate of 3004%VHN. Vehicles subject to this lax
rate mist be motorized, have two or three wheels, and be regis-
tered with the Public Horks Depertment. In practice, these condi-~
tions mean that scootefs, motércjcles, and motorized cyclos are

o
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taxed, while bicycles, motorbikes, and non-motgrized cyclos are
5

exempt.,

Al so exempt from the motor vehicle license tax are Vietnamese
government vehicles and these owners of vehicles who are privileged
witﬁ diplcma£ic immumnity. Vehicles registered in fbréign céuntries
are permitted to be opersted in Viet-Nam for three months witheout
pgyment of the license tax,

A change was introduced .on Jamuary 1, 1959 with respect to
the dwe date of the tax, During 1957 and 1958, the tax was-due
before Febmary 1, while starting in 1959 taxrpaynwnts are due
prior to May 1, Despite the fact that tax payments must be made
before May 1, however, the license is effective during the
calendar year, . . -

Once the tax is paid on a vehicle, it remains licensed
for the remainder of thg year despite changes in ownership,
Thus, the issue of prorating the tax for partial~year ownersihip
is raised only in the case of newly-licensed vehicles. Owners
of these vehicles are first permitted one month from the date
of acquisition for the pa&ment of the tax, After this m&ntﬁ,
vehicles for which thé tax was due after June 30 were taxed at
one-half the anmual rate during 1957 and 1958, Since 1959, the

tax is prorated as follows:

January 1 to March 31: full annual rate of the tax,

April 1 to June 30: three-fourths of the anmial rate,

July 1 to September 30: one-half of the ennual rate.

Gct, 1 to Dec. 31.: one—quarter of the anmual rate,
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Vehicles bear a registration plate which is permanently
assigned until turnover of ownership rather then an annual
license plate, Thus, there is no’way to determine by visual

inspection of the vehicle whethar the circulation tax has been

paid, Five classifications are made with respect ¥o the regis-

tration plates: NA: scoobters and motorcycles; MNB; _private
D € J 3

cars; NC: smail trucﬁs;l ND; large‘téucké.and buses; NT:
automobiles ovmed bj Toreign'££aﬁsient5;'an@ CD: owncrs with
diplomatié lmmund ty, - Wﬁﬁhiﬁ ea&hnba£egory_thé regiétration
numbers are issued conseéutively in the following -manner; for
private cars, NBAOOL to NBA999; WBBOOL to NBB999, elc.-

Tex payments may. be made at any indirect tax office and
the tax receipt for the previous year must be shovm at the time
of making payment. The penalty for»non—pawnent or late. payment
is 100 per cent of the tax. In the event that the tax and
penalty are not poid within three months, the Tax Directorate
is suthorized to appeal to the courts in order.to institute
proceedings to auction the wvehicle.

All collection responsibility for the movor vphi;le tax

is vested with the General Directorate of Taxation, but the

responsibility to ensure that all vehicles in usce are currently

dicensod has been distributod among the military, municipal,

and security police forces, &s well as inspectors of the Tax

Directorate.

(b} Analysig: Collections for the motor vehicle tax have

ey

e s
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risen stecadily during the past three years: 195%:; 40O,758,2008VH;
1958: L, 664, 6399VN; and 1959:  47,285,0684VN, > It is important
to note, however, that the change in tax rates effective Jamuary 1 ,
1959, did net result in en aporeciable inerease in revenue.
Approxj_métely one-half of these annual collections ogcur in April
bafore the May 1 deadline for payment of the tax. Ag indicated
belov, tax payments in Salgon-Cholon represented approximuately

6L, per cent of total collections in 1959:

1958 1959
(&en) (5v)
Saigon-Cholon 29,115, 500 30,468,275
Provinces of South Viet-HNam 10,806,671 11,800, 900
Central Tiet-Nam 2,818,100 3,456,493 ~
Hi ghl ends ‘ 1,624,368 1,559,400
4,664,639 47,285,068

Tables 18 and 19 have been prepared in order to present
the distribution of tax payments by amounts of payment and to
show the effect of the changes in tax rates in 1959 on this
distribution., Referring first to Table 18, which shows the
distribution of tax payments for 1959, it is important to note
that the larger proportion of taxable vehicles in Viet-Nam bear
the lower rates of the tax., Fourty-four per cent of ell taxable
vehicles in Viet-Nam have two or three wheels and thus bear the

lowest tax rate of 300LVN, Another 32 per cent are trucks or

lzCOllection_s for 1959 are complete except for approximately
1,0004VN from the Province of Darlac.
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Fabhle 14 .

Classification of Mbtor Vehicle Taxpé&ers for
195% by Amounts of Tax Payments and Regions of Viet-Nam

Number of Tax Payvments

"82."

| « ' ) . " ) ' \

Regions 3oo$vm(l) soofv ?) 1,0004v3) 2,0008v® 3, 0oogyt® 1,000 Totals
Saigon ' 11,400 5,289 1,962 L,085 1,393 350 24, 479
Cholon . b,651 4,0417 0 491 1,169 351 8h 10,787
Remdnder of South : - _ a
Viet-Nam - 7,643 6,533 . 669 1,465 w411 . 52 16,773
Center Viet-Nam 2,082 2;216 ° 163 380 68 - 2 I, 916
Highlands o 5L1 1,263 . 113 155 79 5 2,176

Totais for Viet-Nam 26,317 - 19,362 3,403 © 7,254 2,302 493 59,131

(1} Two-or three-wheeled vehicles registered with the Public #orks Department.'

(2} Public passenger vehicles and all trucks.

(3) Private passenger Vehicles with cylinders of 1,200 c.c.'s or less.

(L) Private passenger vehicles with cylinders from 1,201 c.c.'s to 2,000 c.e.'s.

(§) Privete passenger vehicles with cylinders from 2,001 c.c.'s to 4,000 c.c.'s.

(6) Private passenger vehicles with cylinders over 4,000 c.c.!s.

Source: CGeneral Directorate of Taxation.
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Table 19 s

Classification of Motor Vehicle Taxpayers
for 1958 by Amounts of Tax Payments in Saigon-Cholon

Number of Tax Pavments

socgvn’ ) soozv'®) 1 5008w ) 2 0008wt potas
Saigon 10,941 6,280 1,206 6,411 2h, 83
Cholon 4,922 k., 000 255 1,924 11,10
Tobals 15,863 10,280 1,461 - 8,335 35,935

—

{

1) Two ~or three-wheeled vehlcles registered with. the
quollc Works Department .

(2) Public passenger vehieles and all trucks.

{3} Privete passenaer vehicles w1th cyllnders Tess than
1,000 ¢c.c.'s. ¢

{k)

Private passenger vehicles with cylinders over
1,000 c.c.ts.

Sourcé: General Directorate of Taxation. .
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public vehicles used for the transportation of pa.ssengers and are
texed at only 500%VN, This means ti;a.t only 24 per cent oi‘ all
vehicles are taxed progressively between 1,0005VN and L,000$VN.

4n indicat.ion of the progressive rates borne by scme of the more
ropular cars foliouqs: |

©1,0008Vi: Fiat 500c, Citroen A-2 cv., Volkswagen 7cv, Peugeot 202.
2,0005VN: Ford Consul, Mercedes 170sv, Simeca Aronde. .

3g000%VN ¢« Opel Kapitan, Nash Rombler, Lancia furelia, Chevrolet
Bel Air, :

,0005VH: DeSoto Fire Dome, Lincoln, Buick Special.

¥ il

A comparison between the sta_ti'étics assembl'ed in Tables-18 °
and 19 for the Prefecture of Saigon;Gholon gives an®indication
of the effect of the tax changes.introduced in 1959; althcugh it
is not possible to show the complete shift in tax lisbilities
becanse there were less individudgl stax payments in 1959 than-in
1958, The data show that‘thgz muber of vehicles paying ‘a tax of
@00 was reduced from 8,335 in 1958 to 5,254 in 1959, and
that 1,461 vehicles subject to a tax of 1, SOOWN‘ in 1958 only
had to pay a tex of 1 OOOQEVN in 1959. On the other hand, there
“ave 2,759 vehicles Sngect to tax rates of 3,000(¥N and L,0005HVN
- l939 which were nrev:musly taxed at 2,0008YN in 1958 In
"'*?Toxhnate; terms, therefore, the 1959 tax increases for larger
*hicles were largely offsat by tax relief extended to smaller
delas

1235, .
PP

Ihure are some very conspicuous shortcomings in the rate

TReture of the vehicle tax, Among the more important are:
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(1) Some revénue should be obtained from the-relatively large
number of motorbikes, which sre presently exempt., (2) Buses,
trucks and taxis are vsry grestly under-taxed under the present '
system of applying a flat-rate levy of 5004VN to each of these
vehicles, (3) More progression  should be introduced into the.
rate structure for passenger vehicles, Table 20 demonstrates that
the presant progressive rate ‘structure has done 1little but meintain
an effactive rate which is proportionate to the retail price of
the vehicles. To the degree thaﬁ? the levy is rationalized as a
luxury tax or one based on ability to pay, therefore, it largely
fails its purposs.

Enforcement of the vehicle tax is a serious problem,
Table 21 pl:eéents an inventory of all vehicles in Saigon-Cholon
in 1959. Comparing the data in r.Jl‘a’c»il.e 18 on tax payments to the
inventory statistics in Table 21 discloses that 50 per cent of _
Saigon-Cholon taxable vehicles was untaxed in 1959. This con--“

clusion has been reached from the following data:

Taxable Percentaée of Tax
. . Tax Payments Vehicles Payments to Taxable
(Table 18) (Table 21) Vehicles :
Passenger vehicles 9,885 18,624 53
Trucks, buses, taxis - 9,330 " 17,756 © 53

Two and three-wheeled
vehicles 16,051 33,916 17

Total 35,266 | 70,296 50 -
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"7 General Directorate of Taxation.

Percentage of
“Vehicle Tax
to Retail
Price

.82
~81
62

70
1.08

1. 06'

l oL

82—
>/‘ ;
1 i . T Table 20
§ .
3 Relationship of the Vehicle Tax
to Retail Prices of Vehicles
Retail Price
o . Excluding = Vehicle .
Type of Vehicle Registration Tax
- Fee ,
($VH) ($VN)
?at 1100 122,000 1,000
Jitroen 2 Cv i 121 000 1,000
ford Anglia 160,000 1,000
. Jolkswagen 165,000 1,000
1 nes Aronde 169, 800 2,000
reuzeot 203 101 , 700 1 000
. ‘muxhall 4 Victore 192 500 2 000
' Vauwxhall & Super 98 000 2,000
- Pord Consul 202,000 2,000
Fard Ariane 4 205, " 000 2,000
feuxhall de luxe 211,500 2,000
Ford Taunus 216 000 1,000
. Pouseot 403 218,900 2,000
! Torgward 231,000 2,000
i Yedette Beaulieu 264,000 3,000
i Yawhall 6 Velox 249,000 3,000
§ =3 19 255,000 2,000
i Tord Zephyr : 275,000 3, > 000
P+319 280, 000 2,000
! Talient ' 281,,000 3,000
- b mouth 315,000 3,000
3 . rolet Belair Sedan 340,000 3,000
¢ fxbler 6 366,000 3,000
i »ﬁbier 5 384,000 3,000
¥ »r1 Fairlane 500 386,000 4,000
: -nu00118 437,000 4,000
. Loy hE0,000 4,000
. limobile de luwxe 130,000 J, 000
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Table 21

Type of Vehicle

Private passenger vehicles

Trucks

Buses

Taxis

Motorcycles, scooters,
and three-~wheel.ed
taxable vehicles

Motorized cyclos

Non-motorized cyclos

Hotorbikes (imported within

three years)
Bicycies

Three-wheeled rickshaws

Qources:

83

Total: °,

. Inventory of Vehiclés in Saigon-Cholon, 1959

Number

18,624, (1)
12,160(1)
2,000(2)
3,596 %)
31,474{1)

2 Lhalh)
5,490(&)
26,580(3)

300,000(2)
12,100(%)

b1, 062 -

1) General Directorate of the Budget and Foreign Aid.

3) Department of Finance.

(
(2) Préfectural Police.
(
(

L) Prefectural Government.



are based on estimates, and therefore, the evasion problem may be

&Py T

It should be emphasized, however, that the inventory data

-

)

of less severity than indicated, In particular,,a proportion of

¥t e b S
L)

the untaxed vehicles may not be in uge, The General Dirscior of
Taxation is of the opinion that the compliance score is higher
than 50 per cen“c'- 3 ‘r‘)ut agrees, nevertheless, that an evasioa pro-
blem of some magnitude exists,

Enforcement activities are inhibited by the absence of a

[

- w8
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windshield sticker or license plate on vehizles, which would

gsent visual evidence that the tax has been paid. A paper

-
o e n R W
.

sticker was used in 1957, but it was of poor quality and dis-

- -

integrated. No stickers were used in 1958 or 1959. In 1959,

a—r—

.
the Director General of Taxation proposed @an order to the United

L
L]

States of 70,000 stickers at 5 pissters each, but this request
was “tﬁrned dowm by the Vietnamese Government because it would )
censtitute a drain on foreign exchenge reserves. This impediment ‘;‘HW‘
has been removed by the determination that weatherproof stickers
. be manui‘acturéd in Viet-Wam, also at a price of 5 plasters per
tticker. At the time of writing this report in March, 1960, the
Fresidency is weighing the issue of whether these stickers should

Lt introduced, . :"5

\
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Enforcement activities of the license tax have been hominal,
Inspectors of the Indirect Tox Directorate have undertaken no
enforcement since the tex was initiated, while the activity of the
pclice has been of a token nature, It is reported that there has

been virtually no enf@¥cement during 1959. There is no record of

2 vehicle having been confiscated for non-payment of the tax,

(e) ’Recommendatioﬂs: ¥xpert opinion favors considerable emphasis
on an anmual motor vehicie tax og the basis of tﬁo éréumenté:

(1) The tex acts as a compensation for the low correlation between
weight and gasoline consumption. Studies show that a 2~ton
automobile may wear out the highway twice as mucﬁ as a llton
automobile, but the 2-ton automobiie may use considerably less
than twice as mucﬁ gasoline, This unéeutrality may be.corrected_
by licensec fees graduated so that rates advance more rapidly

than weight. {2) The license tax is justified as a minimum

charge that should be paid even though vehicles are used

1

infreguentlf. h

An additional argument justifying the tax in Vieéuﬁam is
that thé‘owneféhip of private transﬁortation vehicles is a form
of conspicuous consumpltion indulged in by middle anﬁ'ﬁpper incgmg
groups., Given the difficulty to assess and collect progressive
income taxes, there is justification to utilize more easily
administered types of progressive taxes based on the ownership of

property. Stated another way, until it is possible to tax the

average businessman effectively on the basis of his income,
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there is justification to expleit his proclivity to spend his

income on high-priced vehicles, This argument 2lso holds for the

ouners of scooters and motorbikes, who are a relatively privilered

group with respect to income,
The pressnt vehicle tax in Viet-Nsm does not serve these

objectives, It is at the present time a relatively weak compani.cn

to the gasoline tax; it should be developed into an effective

partner.
. Several bases may be hsad for the levying of license taxcs,

such as horsepouer, value of car, piston displacemont, wheel boase,

gross weight, and nst weight. The consensus of opinion favors net

weight. However, the vchicle tax in Viet~Nem is in such a primitive

form of development that it appears more prudent at the present

time to improve the present system than to shift to a better but

more elaborale base,

A Teature of the recommendations is that the tax rates on

.trucks and buses have been increased sharply so that they are

equal with those on passenger vehicles, It should be recognized

that this is only a temporary rate increase and that in the fuburs

the rates on trucks and buses should be heavier than on psssenger

vehicles,

Specific recommendations for strengthening the vehicle tax

follows
(L) Aidoption of the following rate schedule with the proviso that
the tax is reduced by 5 per cent for each year of the vehicle's
»

<

age until a maxdimim reduction of 50 per cont of the tax is

reached in Len yeoars:

LT IR R e e e 2y

pnm mom e

-

LR e T R T

[RPLY

s

A

5w rvar s aan p—

L% Ll

LAY



4
an et

~1

87~ . -
300%VH{: motorbikes.
HC0LVH: motorcyeles and scooters,
1,5008VN: motorized cyclos and motorized three-whecled vehicles,

2,0004VH: passenger vehicles, trucks and buses with cylinders
of 1,200 e¢. c,!'s or less,

3,0008vN: taxis.

L,000$VN: passenger vehicles, trucks and buses with eylinders
of 1,201 o 2,000 c. c.'s,

5,0004VN: passenger vehicles, trucks and buses with cylinders
of 2,001 to 3,000 e, c.'s,

6,0005VN: passenger vehicles, trucks znd buses with cylinders
of 3,00L to 4,000 e,c.!s.

§,0006VN: passenger vehicles, trucks and buses with cylinders
over 4,000 c.c,'s,

(2) Tmmediate introduction of windshield stickers for the -
visuel identification that the vehicle tax has been paid.

(3) The assignm;nt to the police forces of full responsibility .
to enforce the vehicle tax and the introduction of an
effective enforcement drive on tax evaders,

(%) The General Directorate of Taxation should provide the
police forces each year a list containing the registration
numbefs and names-of owners of vehicles on which the vehicle
tax has not been paid,

(5) The requirement of immediate payment of the tax (instead of a
one-month grace period) upon acquisition of z vehicle,
Adoption of these recomhendations would raise revenue from the

vohicle tax to at least 172 million $VHN as compared to tﬁe presenﬁ

level of 47 million $VN. .
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(b) Apalysis: Recent collections for the paddy” transformation
bax show a sharp increase from 1956 to 1957, a leveling off during
1958, and another increase during 1959, Actual collections werer
1955: 10,405,8415VN: 1956: 12,818,AL18VH; 1957: 25,009,4L068VN;
1958: 25,194,2388VW; and 1959: 33,631,6273VN. This irregulaf
trend is caused by several factors, such as growing conditions,
strength of the export market, and changes in land area culti-
vated., Collections also follow an irregular sedsonal pattern
from one year to another.

Approximately 80 per cent of paddy tax ccllections is
attributable to the provinces of South Viet-Nam, Collections
by origin in 1959 were: provinces of South Viet-Nam: .
26,154, 7815V ; Saigen-Cholon: 6,792,5026VN; Central Viet-Nam:
682,0774VN; and the Highlands: 2,267$VN.

There are 1,156 rice mills in Viet-Nam, of which 1,014
are in South Viet-Nam and 24 sre in Cholon. The size of the
mills varies considerably, with the larger ones being used
principally for the preparation of export rice. The larger
mills are located in Cholon and in the towns of Soc-Trang,
Rach Gia, Bac Liéu, and Long Xuyen. Most of the remaining
mills are located in smaller towns and districts.

There are five distilleries using paddy for the ﬁroduction
of alcohol, The largest one of these is operated by Freﬁch |

owners, while the four smaller ones are ouwned by Vielnamese.
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In 1959, the largs French-owned distillery, Distillerie de
1'Indochine, made totel paddy tax payments of 2,461,965%VN.

The aggregate amount of evasion of the paddy tax may be
estimated quife simply and iith some ce;tainty'by comparing
sctual receipts to estimaﬁed receipts, with the latter being
based on the amount of total production of paddy which should
be subject to the tax. Nearly all rice destined for human
consumption, except that grown in the highlands, is hulled in
mills and is therefore taxable, The only other two uses for
unhulled rice is for livestock feeding and for seed. Agricultural

experts in Viet-Nam estimate that 5 per cent of Viet-Nam's Total

— paddy production is used for seed, while another 5 to 10 per cent

is cither farm-hulled or fed to livestock., Averaging the
latter two figures results in the estimate that 87,5 per cent
of Viet-Nam's totél paddy production is legally subject to
the paddy tax.

Table 22 presents a comparison of aclual and estimated paddy
tax collections, with the latter based on the assumplion that
87.5 per cent of all paddy production is legally subject to the
tax.

Pue to the fact that an undetermined amount of paddy is

carried over from one crop year to anocther, there is no strict

‘correlation between paddy production and tax receipts for any

one year, However, since the data in Table 22 represcnt a seriss

of five years, it is apparent that only =2bout 25 to 30 per cent
-

.
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of the totsl legally incurred tax liability is ellected, Some
consolation is found, however, inh that there appears to have
been an improvement in collections since 1955,

The principal explenmation for the high evasion score is
that the payment of the paddy tax is almost on a voluntary basis,
Most of the enforcement staff is concentrated in Saigon~Cholon,
vhere there are eight inspecters availsble for the control of
nine indirect taxes, During the last three years, these inspec-
tors uadertook only four investigations of the paddy tax,
two each in 1957 and 1958, and none in 1959. These four
investigations produced 630,8488VN in additionai revenue,

There is said to be more enforcement activity in the provinces;,
but this assertion must be interpreted in the light of a rural
tex staff .that is so meager and poorly trained that often it -
rust be reinforced.by personnel on the staffs of the provincial
chiefs.

Professor Richard Lindholm developed a new adminis-~
trative ﬁrocedure for the collection of the paddy transformetion

14

tax, This preocedure involved the issuance of a set of forms
by the village elders to every person selling paddy, and the
return of another set of forms to the elders for 4}l paddy pur-

chased, The reaction of the Ceneral Directorate of Taxation

was that this system was too complicated for implementation.

14

Analysis of Viet-Nam's Tax System and Recommendations, USOM,
Viet-Nam, 1956, Section VII-, pp. 19-30,
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Table 22

Comparison of Estimated and
Actual Paddy Tax Collections

Production E . . Actusl Paddy
{1,000 netric Pzgégaigi(l) tax

tons) : Collections
(V) (HVN)

2,766,7 . 72,625,875 10,405,841
3,412 89,565,000 12,818,441
3,191,6 83,779,500 25,009,446
3,990,2(2) 104,742,750 25,194,238
4, 500 ‘2! 118,125,000 33,631,627

Based on the asssumption that 87.5 percent of paddy is

hulled in mills and used in distilleries.

Preliminary government estimates.

" Per Cent of
“Aectual to
BEstimated

Tax
(V)
ll}« @ 3
14.3
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21.0
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Another pfoposal made for the purpose of improving-gpaddy tax
collections is the installation of meters on the machinery used
in rice mills,

The essential problem with respect to the administration
of the paddy tax is the maintenance of Talse accounting books
by the owners of mills, who understate their receipts and sales.
Tax officials maintain that there is no technical problem
Ahich prevents adequate enforcement, With adequate staff, it
is believed that the evasion problem could be resolved.

Although an inadequate administrative effort is the principal
shorteoming of the paddy tex, consideration should be given also
to an increase;in the paddy tax rate, Based on a.wholesale price
of paddy of 300§VN per 100 kilos,ls the paddy transformation ta#x
of 34VN per 100 kilos represents a tax of one per cent of
value, This tax burden is light as compared to the burden
borne by other consumer prpduq{s Eubject to thé 6 per cent
production tax, and this suggests that rice produetion '
does not contribute adequately to the national budget. More-
over, the real burden of taxes on paddy has been reduced within
recent years as a result of inflation, the elimination of the
4 per cent turnover tax in 1957, and the elimination of the

pecification tax on Januwery 1, 1959. For all of these reasons,

L34 ctual wholesale prices of paddy per 100 kilos were: 1956:

3014V 1957: 283%VN; and 1958: 3048VN., The price in 1959
is not available.
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there appesars to be justification to increase the rate of the
paddy tax.

{c) Becommendations: In principle, the agricultural industry

in Viet-Wam should bé taxed principally through the.combinﬁtion
of income.and land taxes. Previous reports on the income and land
taxes have demonstrated, however, that problems of compliance and
enforcement in the rural areas have largeiy millified the application
of these two taxes to the vast agricultural industry oftViétuNam.
This condition, moreover, is likely to continue for some time. As
a resulﬂ, the best way to obtain tax revenue from the agricultural
industry, at least for £he short run, is to use a form of market
tax like the paddy transformation tex. HEven if the paddy tax were
adeépately administered, however, the presént rate of 3%UN per
kilos represents a tax of only one per cent of valus, which is
extremely light as compared to the tax burden borne by other
agricultural and industrial output in Viet-Nam, ‘ o
The most important problem to be faced with the paddy tax,
however, is ineffective administration, which results in ormly
agbout 25 to 30 per cent of the potential tax being collected.
Not much improvement can be expec?ed in resolving this problem
until the General Directorate of Taxation obtains a higher budget
and more persomel, The paddy transformation tax stands out in
bold relief as a relatively good tax being allowed to live a
sickly life for want of government support.
Under~these circumstances, improved administration and deter-
mined enfércemenb of this levy are prime requisites. Once the goal

of improved collections has been achieved, further study of the
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tax should be undertaken for the feasibility of a rate increase

1,

in the light of the urgent national need for additional revenues.

In this respect, due consideration should be given to the real

income of rice farmers.
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7. The Precious Metals Linoury Tax

(a) Description: The precious metals lweury tex is principally
a sales tax on Jewelyy, although it also includes within its
hase the sale df antiques and stamps sold to collectors. Among
Jewelry products, it is presumed that most of the impact of the
tax falls om a;ticles made of gold. The levy was introduéed
into South Viet~Nam in November, 1946, into North Viet-Nam in
.vember, 1948, and into Center Viet-lam in December, 1950.
Taxable sales include: (1) gold, silver, platinum, pearls,
diamonds, and other precious stones used to make jewelry, as:
well as all jewelry items made of these products; (2) the.
following articles, provided that they are over 50 years of age:
sfgﬁues, paintings, fine arts, curlos and antigues; objects
ﬁade of earthenware, porcelain; and ivory; and other objets.
dtart; and (3) the sale of stomps for use in stamp collections,
.ncluded in the base-of the tax is the wvalue of any labor

expended on the taxable articles, Thus; the base of the tax

in each case is the gross sales price.

A uniform tax rate of 10 per cent was levied on all taxable

articles until March .4, 1957, when the rate was raised to 20
per cent. Then on June 21, 1958, the rate on pure gold (24
karats} was reduced to 10 per cent, with all other articles

remaining taxable at 20 per cent.

The tax is.a multi-level transactions levy, with sales at

v
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all levels -of trade.being taxable. Includeé“alsozare sales by
second-hand dealers and awvcticneers, However, a tax dedﬁction
is pemitted, as undé? the produ;tion tax, in order to;prevéﬁt
pyramiding of the tax. This means, for example, that 2 manu-
facturer of gold jEWel:y is permitted to deduct from his owm
tax liabilities the tax which was levied on his purchases of
raw materials.

In those instances in which an article consists only in
part of 2 precious met;l, the tax may be prorated in orde£ that
it is applicable onmly to the value of the precious metal., To
illustrate, in the case of a wrist watéﬁ with a gold case, the
tax ¥s applicable only to the case provided that the invoice
given to the purchaser showéla ﬂreakdown For the valué of the
case as distinct from the value of the }emaining part‘bf the
watch, Prorating is also péssible for articles which are in
part made of pufe gold, téxaﬁlg'aﬁ 10 ber cent, ana Athey
articles taxable at 20 per -cent. ‘

Each taxfayergis requirédato'registér with an indir;ct tax
office upon his initia@ion of business and provide ce;tain facts
about the business, inclu'cb:.ng-a list of inventory. Therefter,
tax declerations and psyments are due on the 15th d;y of each
month for all transactions of the preceding month. -

Rather elaborate taxpayer compliance requirements ha?e been
established in order to assist in enforcement.

{1) 4 book must be mainteined which records all daily purchases

B Tt i s
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and sazles, (2) A deposit book muét be maintained for the listing

of al1l jewelry left by customers for the purpose of embellishment or
repair. (3) Receipts in duplicate must be prepared for each sale,
the original beipg given to the buyer and the duplicate being retained
by the seller. " 3Zach one of these books and receipts must aslso be
verified and paged by an indirect tax oifice before use.

(b) Apalysis: Collections for the precious metals luxury tax show
z deterioration since 1957, and this is inconsistent with levels of
.grega.foe spending that are belisved to be rising each year. Annual

collectioﬁs during the past five yesrs were: 1955: 9,020,9075VN;

1956: 7,848,4315VN; 1957: 10,285,8234VN; 1958: 8,701,338%5VN; and
1959: 7,310,2125VN, Another indication of revenue wealness is that
monthty collections for 1959 were lower in 8 months as compared to

comparable months in i958.

For 1959, the regiénal sources of collections were: Saigon-Cholon:

3,453, 70L5VN; provinces of South Viet-Nam: 3,071,643%VH; Center Viet-
‘am: 619,319%VN; and the Highlands: 165,546%

There is 1ittle doubt that evasion of the precicus metals tax is
general and is practiced without much inhibition. As evidence of this
it may be noted that the doubling of the tax rate on March 7, 1957
should have raised collections materially. Not only did this- increase
not eventuate, but collections were actually lower in 1959 than before
the tax rate was increased, Also, Table 23 shows the results of a
token sample of seven large jewelry stores located on Rue Catinat in
Saigon:w/It is Qpparent that the amount of tax payments made by these
firms in 1959 reflects levels of gross sales that would be

inadeguate to psy even the amount of rent on the properties.
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Table 23

Tax Payments for a Group of Jewelers, 1959

(1) (2 -
Gross Sales from Precious letals Percentag
" 1958 Income Tax Tax Payments (2) to
Return for 1959
(8VN) {(BVN)
160,921 27,523 5.9
600,000 12,307 2.0
375,927 21,304 . 5.7
118,300 " 21,280 ' 17.9
2,963,375 " 56,624 S 1.9
(1) 27,415 -
(2) Lk, 090 -

(1) No gross sales declared in 1958 income tax return.

(2) No declaration file for 1958.

.Source: General Directorate of Taxation. -
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Typicel ways in which the precious metals tax is evaded
include the follawing: (1) Jewelers minimize their tax
liaﬁilities by claiming thst much of their busiﬁess in@olves
the embellishment of materials belonging to their customers,

(2) Dealers fail to nake cut r.eceipts for their seles and do
not add the amount of the tax to the sale price, (3) Purchases
of materials are not recorded by the dealers, and lists of
injentory are falsified,

Enforcement of the é:c'ecious metals tax has detericrated
and is now almost non-existent. In Saigon-Cholon, inspectors
in the Indirect Tax Directorate undertook 19 investigations
in 1957, one in 1958, and none in 1959, This type of weak
enforcement probably prevails throughout other municipelities
and towns of Viet-Nam. Nor is there much hope that enforcement-
cbuid be improved in the short run, for any increase ir ‘auditing
staff for the indirect taxes should be cha.nneled\into'the-control
of the more important and more productive taxes. Another inhibit-
ing factor in improving enforcement is the relatively large
number of actual and potential taxpayers. For example, there -
are 250 registered jewelry stores operating at the retail level
in Saigon-Cholon alone, ¢

In considering policy recommendations fer the precious
metals tax, it is obvious that a logicel alternative to the lax
would be the imposition of higher import duties on precious

metals end stones, The following .data would suggest that there

-
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is considerable latitude available for raising import duties

on these products:

Product Custom Tax Rate . Produckion Tax Rate
(quncent) (Per cent)

Pearls ' 50 ) 35

Precious stones | 3L . .35

(old Cie 15 35

Jilver ' " 15 oo T 35

Platinum S iO ‘ ' 35

An importent qualification, however, is ﬁhaf.higher
import duties would be an ineffective way to tax the saig of
gold. The réason for this is 'that existing salss of gold -
represent a turnover of gold stock already within the country |
plus whatever am&ﬁnts may be smugglad into Viet-Nam. Although -
the Mational Bank hes a monopoly on the sale of gQId, there

is no record of gold having been purchased or sold by the

Bank since 1957,

(c) Recommendations; _Jéwelry is purchased in VietuNan1b5th
for purposes of adormment and as a‘means of séving. To the.
degree that jewelry is used to satisfy the need for conspicuous
display, there is justification in equity for & tax to be borne
by persons -having incomes w@ich permit undue expenditures of
this type. HMoreover, to the degree that jewelry is used as a
form of saving, there is economic justification fo channel some

of this saving into productive use by means of a tax,
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On the other hand, it is possible to defend the elimination of

_the tax, First, it should be borne in mind that the tax is innately

difficult te administer because of the existence of thousands of actual
and potential taxpayers, most of whom would have to be:inspected in
order ‘to bring about effective enforcement. It is alse apparent that to
plan for & mass enforcement effort-is unrealistic, bécause any addi-
tional inspectors obtained by the Indirect Tax Directorate shonld be
utilized in the administration of better and more productiﬁe taxes.
Thus, reiaining the tax in effect means the retention of a'levy which
has heen unproductive of revenuc and Tlagrantly evaded in the pﬁét,
without at the szme time there being much hope that these problems

will be vesolved in the future. Horeover,‘it can be argued that the

retention of a sceriously evaded tax is generally debilitating on tax-

payer morale. For example, it is a handicap in developing better com-

plisnce of the incoms and land taxes if it is possible to evade the

precious metals tax with impunity.: Finally, the elimination of the

tax vould involve very litble sacrifice in tems of revemue loss,.
.Despite these arguments, it is recommended that the tax be
retained and its enforcement be strengthensd. While recognizing
that any mass collectioﬁ effort is presently not feasible, it appears
that strict enforcement on a selective basis with heavy'penalfies
would sound a cautionary note to potential evaders in addition lo
increasing revenues. -

It is>further recommended that the rate on pure zold be raised

to 20 per cent, thus equaliging the levy on all precious articles.

o
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The Ice Consumption Tax

(2) Description: The ice consumption tax is a specific excise
tax of 1C0HVN per metric ten (1,000 kilos) levied on the sale
of ice at the producer's level, South Viet-Nam adopted the tax
first in 1946 at a rate of 508VN per metric ton, and North Viet-
Nam followed in 1948 with a rate of 1004VN per ton, 4 uni;brm
rate of LOOGVN per ton was established throughout Viet-Nam in
1953, and this rate has been continued'until the present time.
The base of the tax includes all ice produced regardless of

its intended use,

Taxpayers; who are the manufacturers of ice, are required
to register with indirect tax offices. Declarations and tax
payments are required by the 15th dgy of eéch month for all ice
sold during-the preceding month, . A}l ?esponsibility for the
collection gnd enforcement of the_tax is assumed by indirect

tax bureaus.

(b) Analysis: Collections for the ice -consumption tax show a
developing wezkness during the past‘five years, with the amoun?
collected in 1959 being 34 per cent 1owe;;than COilecpiops in

1955, Recent collections by calendar years wére: 1955: 17,937,8585VN;
1956: 13,818,280%VN; 1957: 12,911,9606VN; 1958: 11,890,4905VN;

and 1959: 11,649,5874VN, Over one-half of the tax is collected

in Saigon-Cholon. Regional collections in 1959 were: Saigon-
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Cholon: 6,520,7775VN; provinces ;f South Viet—-Nam: 4, 501,129%VN;
Center Viet-Nam: 569,7505VN; and the Highlands, 57,9314VN.

The deterioration in collections is due possibly to weak
enforcement of the tax and the intreduction of ice-making refrigera~
tors iﬁto homes and business esieblishments., That enforcement
is weak is evidept frem the fact thal there has been no investi-
gations made in Saiéon-Chglon duriné the past three yeafs.
Research at the Customs Directorate indicates that there has
not been an anqual increase.ig the.number of refrigerators
imported during the period from 1955 to 1959, but the number‘
of units imported during the period totaled16,073.16 Import
taxes on_refrigerators are relatlvely'modbratu, with the customs
duty being 15 per cent and the production tax 35 per cent.

inforcement of the ice c?nsumpulon tax is made relabively
easy by the limited numbe£ of taxpayers who are subject to
the tax. There are only 14 registered ice producers in Saigon- -
Cholon, éo i£ is 1ikely that the total number of manufacturers
in al1 Viet—Nam is less than 50 fims. Making enforcement even
moge easy is the fact that one firm in Saigon-Cholon, Brasseries
et Glacieres de l’Indochlne (BGI), dominates the market, Ice
tax collections from this firm in 1959 totaled 6,081;98h$VN out

of total ice tax collections in Saigon-Cholon of 6,520, 7773VN

b
L The mamber of refrigerating units imported was: 1955: 1,795;

1956: 1,198; 1957: 971; 1958: 1,23k; and 1959 (to October 31):
875, “~Out of this total of 6,073 units, 6,028 were under
30,0005¥N and 45 viere over 30 COO%VN in value, excluding import
taxes., . ;
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Brief consideration of the economics of vhe’dce market is
rele#apt.in assessing the desirability-of the ice consumption
ta%. Tce is purchased exclusively for the cooling of drinks
and the preserving of food. In Viet-Nam, factory sales are
made directly torthe homc, to business establishments, and to
ydealers who distribute ice to final consumers. Ilce dealers
dlstrlbute the product to homes, ref;eqhment stands, restau-
rants, and reteilers of food products. A precise percentage
distribution of the total product by types of consumers is
not availeble, :

ﬁbst cf the ice is so0ld in blocks of 50 kilos each, and
the price of cne of thesc blocks is 24)VN at the factory or -
?6 VN delivered. A tax rate of 100 VN per 1,000 kilos repre-
sents a tax of 58YN per 50 kllOS of ice, Assuming that the
average price of ice is 25?VN per 50 kilos, a tax of 5$VN per
kilo represents a burden of 25 pelchy cent of sale price.

ihlS effective tax rate of 25 pcr cent of sale price
means that ice production is belng svbjected to a very heavy
tax burden as coﬁﬁared to that borne by other factory output
in Viet;Nam, which is taxed at a rate of 6.per cent under the
production tax, It is difficult to defend the taxction of
ice at a level of 25 per cent of sale price when such products
as soft drinks and ice cream are taxed at 6 per cent of sale

price. It is evenmore difficult to defend a tax of 25 per cent

on ice when it is recalled that the sale of pure gold is taxed
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at a rate of 10 per cent and the paddy transformation tax
represents a burden of only one per cent of sale price, Further-
more, many middle and upper income receivers successfully avoid
the incidence af the ice tax by the use of home freezers. The
same type of avoidance is true of the larger bars, restaurants,

1

and hotels, which would have thelr own refrigeration units.

(¢) Recommendations: The conclusion is uwnavoidable that the

production and consumption of ice has no ’special considerations
which justify the imposition of a tax rate four times as heavy
as that borne by other factory output. This burdensome rate
should have been removed in 1957 when the production tax was
introduced. At thet time, the special tax on ice should have
been eliminated and ice should have been taxed under the pro-—
duction tax. It is not too late to introduce this refomm.

‘ The only justification which exists for the continuation
of the ice consumption tax is to avoid a loss of revenue.
Eliminating the ice tax would result in a loss of approximately
9 million VN in annual collections. Additional revenues may
be realized quite easily, however, by raising the custom
duties on refrigerators. On the assumption that about 1,000
refrigeration units are imported annually at an average price
of 15,0004V, a ten per cent increase in the customs duty
would result in about 15 million $VN in additional revenue. This
change would-not only bring in more revenue, but it would also nelp

to shift the burden of taxation to middle and upper income groups.
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Tax on Consumption in Restavrants

(a) Description: The tax on consumption in restaurants is a’
retail ssles bax of 10 per cent levied on charges for meals and

drinks exceeding 1OO$VN per person. - When the tax was first

introduded in South Viet-Nam in 1946, North Viet-Nam in 1948,

and Central Viet-Nam in 1950, the tax rate of 10 per cent ¢
applied to &1l charges per person over 60§VNy, In 1953, t'hé
tax was codified and made uniform for all Viet-Nam and the

10 per cent rate was made applicable to charges per person
exceeding 1008VN, No fur’r;her'- chenges in the tax have been
introduced since 1953.

The tax applies to the sale of all meals and drinks ..
whether these a,rtic;les_are sold in bars, restaurants, tea zlooms,
night clubs, or other establishments. Consumption of the .
products must be on the premiées, however, and facilities for
consumption; such as chairs and tables, must be provided.

M so, the base of the tax includes the total bill for chér"ges
exceeding 100§VN per person and not me;'eiy that portion of the
price exc;seding 1004VN, Tips or service charges are included
within the taxable base unless these are specifically identified
in the bill, a separate book is maintained for the listing of
the service charges, and the employees sign this book as
evidence that they have actually received the gratulties,

11 taxpayers must register with indirect tax offices
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vhen initiating their operations. Declarations and tax payments
are required by the 15th day of each month for tax liabilities
arising in the previous month. These declarations must show the
total turnover of the business as well as the turnover subjec£

to the restaurant tax.

%

An attempt is made to control the restaurant tax by
réquiring all taxpayers to present a statement to each cﬁstomer
which indicates the tﬁtal charge and the amount of the tax,

.‘l‘hese statements must be taken from & bock which has been pre-
viously paged and numbered by an indirect tax offiee. The

books also contains stubs which must be completed whenever a

statement is.presented to a customer, This procedure is based

“ ru
b

on the theory that the stubs will serve as a check on the

reliability of the tax declarations, ’ )

[

(b) Analysis: Annual collections for the restaurant tax reached
high point in 1957 but have been deteriorating since that
vear. Gollections fér the last five years were: 1955: 2,11k,6L53VN;
1956: 1,785,6776VN;  1957: L,923,8695VN; 1958: 3,560,8618V;
‘ and 1959: 3,015,534%VN, Possible explanations for the relétively
high level of collections in 1957 are the use of the forfeiture

metlhod of assessment and a high level of consumption expendi-

tures, The decline in collections since 1957 is probably
attributable more to the elimination of the forfeiture me’_ohod

of assessment and to an increase in evasion than to any weakness
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in consunption expenditures since 1957, .
L

-

Approximetely 77 per cent of tax collections in 1959 was

from Saigon-Cholon. Regional collections for the past three

‘years agsin demonsirate the developing weakness of the restau-

rant tax throughout Viet-Nam:

South Viet-Nam Center Viet-Nam Highlands
1657 L, 561,462 &UN 221,301 SVN 141,106 VN
1958 3,129,334 §VN 58,802 VN 372,725 §VN
1959 2,753,061 §UN 53,996 &N 208,477 $VN

The deterioration in collections since 1957 is undoubtedly
attributable in large part to taipayer evasion and an inability
to enforce the tax adequately. In fact, among the nine indirect

taxes, the restaurant tax probably vies for honors with the

precious metals tax for high score in evasion. For example, in

" Saigon there were only 35 taxpayers in 1959, but the patente

tax roll indicates that there were 59 large restaurants, 130

."mediummsize, and 760 small. Among the 15 largest taipayers; -

there were four hotels and one night c¢lub, while the three
largest hotels aécounted for 70 per ceﬁt of all collections in
Saigon—Cholon. One of the la}gest.restaurants in Cholon, the
Arc-en~Ciel, indicated a turnover amount subject to.ﬁhe restan-
rant tax in 1959 of 155,1603VN, which amounts to less than
3004VN per day subject to tax., The conclusion appears warranted

from this and other evidence that the restaurant tax is only
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collected from the larger restaurants and even these pay only
a fraction of tTheir legal tax liabilities. Despite this, no
inspections were made in 1959.

The restaurant tax constitutes a good example of the
principle that an elzborate set of regulations imposed upon
taxpayers is no substitute for the use of enforcement personnel,
or the maxim that any system can be defeated by unwilling tax~
payers who are not ins-pec’c.ed.‘ In a preceding section, a descrip-
tion wﬁé presented of the stabtements for charges which must be
presented te cﬁstomers in order to insure that the tax will be
céllected and a record will be available for verifying tax
liabilities. These regulations are easily circumvented in |
several ways, Restaurant proprietors may fail to present a bill
to.a customer, may mske out two bills instead of'one in order
to reduéé the amount of each bill below 1003VN, or may simply
falsify the bill, Apparently, these and other forms of evasion
are‘praeticed extenéively.

A particular problem viith the tax on consumétion in
resbaurants is the complexity arising because of the appli-
cation of three taxes: (1) There is an entertsinment tax of
L0 pef cent levied elther on the entry tiéket or minimum.‘
charge ﬁhenever any form of entertainméht is supplied. (2)
There-is the restaurant fax of 10 per cénﬁ levied on charges
per ﬁefsbh in excess of 1008VN, (3) There is a production
tax of 6 per cent levied on goods produced on the premises of

L

the taxpayer.
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Thede three taxes have required the develemment of several
regulations in order to give effect to the application of each
tax: (1) Charges besring the entertainment tax are exempted
from both the restaurant and the production taxes. (2) Charges
bearing the restaurant tax (thaﬁ is, in excess of 160$VN) sre
exemﬁﬁed'from the préduétion ta# of 6 per cent.r (3) Charges
of 100%VN or less are subjéct'to the pfoduction tax ;f 6 per
cent, providing that the ééods are ”prodluced}I by the reétap--
rant. If, on the other‘ﬁand, the goods are not altered in
any way‘by the restauranf, they are not subject to the produc-

tion tax,

The complexity involving the application of these three

-~

taxes may be made more evident by the presentation of a hypo-

thetical restaurant bill appearing below. It may be noted that

a distinction must be made in ever& bill totaling less than

J005VN per person as to whether or not the food was prepared in

the restaurant.

Restaurant's Name Bill Number

Address Lustomer Nurber
Price - Production Tax - - Total
Ttems - ($Vn) ($VN) (5yn

1 Beer 10, — - 10,
1 Vegetable 10, .60 - 10,60
1 Chateavbriand LO, 2..0 L2, 00
1 Cheese 15, ) — 15.00
1 Banana 3. —— 3.00
Total - 78. _ 3.00 81.00

Luwxury Tax - -
Total amount g81.00
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{c) Recommendations: Starting with the resolution of the easier

problems first, a case can be made for the elimination of the
production tax on restaurant meals, This tax is quite irrational
in the sense that it requires a determination of whether goods
are actually trensformed physically in the restaurant. In
practice, this means that o bottle of beer 1s exempt from the tax
but a boﬁl of rice is taxable. Morsover, applying the production
tax to restaurant meals is & very ambitious administrative undsr-
taking, f&f it means that all restaurants with gross sales over ‘:
5C0,000£VN annually are taxable.
Of the wo remaining taxes that are applied in the general
area of restaurant and night club sxpenditures, it would . ?““
appear that the entertainment tax levied on éntry ticke®s and ;
~cover charges has a more convincing justification than the
consumption tax on restaurant meals. Night club and tea room
patronage appears to be more clearly a luxury expenditure than s
the consumption of meals exceeding 1005VN per peréop, Hore-
oﬁer, the entertainment tax is more manageable administratively,
as there are only 13 night clubs and 7 tea rooms in Saigon-Cholon. i
This brings us to the restasurant tax, which poses é
dilerma., Certainly, there is Justification in eguity for a : "
Juxury tax on consumers who are able to afford expenditures for
food and drinks in excess of 100uVN per person. Therefors,
there is a temptation to recommend an intensive campaign to

collect the tax, But the difficulty with this recommendation
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is thalt a successful campaign is most unlikely to eventuate, for
the base of the tax is too wide and the- rate too high for
effective enforcement and compliances. Two recommendations,
therefore, are suggested: (1) The enforcement burdgn may be
reduced by restricting the applicaf:ion of the tax to those
establishments classified as Ularge restaurants! under the patente
tag._ (2) Better complisnce may be encouraged by reducing the

rate from 10 to 5 per cent on charges over 1008VN per persomn.
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APPENDIX A
List of Products Glassifieﬂfas Necessities .
and Taxed at a Rate of 15 Per cent Under
The Production Tax Levied on Imports
Condensed milk
Cereal flour
vhite and brown sugar

Coal

Petroleum

" Gaseous products uszd for the production of medicines

Serums for vaceinations

Drugs for human and animal consumption which are not advertised
and displayed

Brugs for humen end animal consumption which are advertised.
and displayed

Other medical products

Oriental drugs

Nitrogenous fertilizer

Phosphate fertiliger

Potéssium fertilizer

Other kinds of fertilizer
Firewood, charcoal, and lumber
Paper and pasteboard
Newspapersand magazines

Written or printed pieces of mﬁbic
Books |

Cotton thread

Crystal~objects used in Laboratories
Small-~size crystal products

Cotton tissue

LA c 0 Bt
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26.

27,

28,

29,
30.
21,

3z,

33.
34,
35.
36.
37,

. 38,

39,
40,

Ll.

L3,
hlss
45,
46,
bt

L8,
+ 19,

50,

....]_l}_,,...

farm tractors

. LS

+
Lgricultural implements used for the drainage and
preparation of land

Agricultural} implements used for harvesting

Agrieultural implements used for sowing and distribubing

ferti;iZer

Agricul bural implements &séd for threshing
Equipment used to protéct trees

Equipment used in poultry and bee radsing
Other kinds of agricultural implements

Generators and motors

Trucks and tractors

Scientific and microscopic machines and spare parts

Machines and equipment used in chemistry and physics

Heteorological equipment

Geophysical equirment

Scientific egquipment used in education

Surgical equipment

Surgical appliences, streichers, and ambulances

Surgical equipment used for treating patients
gen equipment used for treating patients

Face guards used for surgery -

Surgical sterilizers

Artifiecial limbs

Material used to manufacture insecticides

Tires for airplanes

Woven rayon

Wool and animal hair




51.
52,
53,
Sh
55,
56,
57,

vl 15=
Hemp
Artifidial hbol
Gastings
Diesel motorg
Industrial machines and equipment’

River ships

‘Spare parts:for airplanes

. ‘

Sourc

e: The Tirst 46 .articles were- approved in order to
enclose with Decree No. 2/57 of March 4, 1957,
while the last 11 articles.were added by Decree
No. 931IC. of April 16, 1959.
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20,
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APP=NDIX B

-

List of Products Classified as Luxuries
and Taxed at a Rate of 35 Per Cent Under
The Production Tax Levied on Imports
Wines and aperitifs

Iiquors

Spirits

" Celored liquors

Modified alcohol used in industry end other kinds St wine
Tobacco products

Light products made from petroleum

Pure oil

Natural peffume

Mixed material from natural or artificial perfume used to ™~
make perfume or foods

Cosmetics -_.:' L ERT T
Natural perfume emerged in oil of grease
Silk

Low-guality silk

Woven cloths from mixed thread

Carpets

YWoven objects used to decorate tables, chairs, wardrobes,
beds, stc.

Carpets woven by other kinds of thread
Natural pearls
Cultured pearls

Gems
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39,

LO.
41,
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30.

+' Private mptor vehicles

117~

3

Synthetic stones. '

11 kinds of pewder snd by-products from gems or synthetic
stones )

Silver and silver alloy

Gold plate and platimum blate siiver~
Gold and gold alloy

Goid plate

Platinum, platimm alloy, and other precious metals such as
osnium, rhodium, ruthepium, and irridium

Gold plate platinum

Platinum and platinum alloy

Preclous metal powder

Objects made of silver or gold plate silver
Objectes made of. silver or silver plate

Ob jects made of gold

Objects made of S1d, gold plate, or inlaid gold

Objects made of platinum, covered platinum, or platinum plate

Tmitation jewels

Refrigerators

Heaters, air conditioners, and similar appliances
Generators, electrié_bulbs, and neon lights
Radios and cameras

Small generators and electric shaving machines

Elecitric hair dressing machines

Generators used in private homes, vhich do not have trade marks,

and are not listed above

-
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59,
60.
61.
62.
63.
6l
65.
46.
67.

~118-

Motors and scooters

Cameras, movie cameras, and projectors

Watches

Spare parts {or watches

Husical instruments with strings, faces, and pedals
Musical instruments wi@h strings

Automatic musical inét;uméﬂts with strings -

Wind musical instruments

Wind automatic musical instruments

Musical instruments used to keep time .
Wusical instruments which are not listed above © e
Radios, transmitters, tape recorders, record players, and.dictaphon
Toys, dolls, cobton-mounted toys, and spare parts for toys

Other kinds of toys

Adult games (billiard, poker etc.)

Objects for decoration at marriage ce;emonies

Fishing and hunting eguipment

All kinds of cigarette lighters

Modern fine arts

Antigues and curios

Dogs g

Cats

source: The first 65 articles were approved in order to enclose with

Decree No, 2/57 of March 4, 1957, while the last 2 articles wd
added by Decree No., 93IC of April 16, 1959. Tais lathex deore
also deleted electric bulbs from articie number 4A0.



