' On the Revenue Assignment to Lottery

Companies in Southern Pr:

ottery is a spe-
Lcial financial
tool of the Gov-
ernment used for redis-
tributing the national
income and increasing
the state revenue. In re-
cent years, under the di-
rection of the Finance
Ministry and People’s
Committees, lottery
companies in southern
provinces have tried

their best and recorded

significant achieve-
ments including annual
growth of 22%; account-
ing for 2.4% GDP in
2005; payment to the
Treasury up 20%/year
and paying VND404 bil-
lion in 2005. Lottery ac-
tivities have offered
jobs and thus given sta-
ble income to hundreds
of thousands of labors;
satisfied the people’s
needs for healthy enter-
tainment; and attracted
thousands of billions of
Péng yearly for invest-
ment in local welfare
projects, public health
care, education and eco-
nomic development.

At present, the coun-
try has 63 lottery com-
panies and one lottery
committee (Bdc Kan
Lottery Committee). All
are owned by the State.
Fifty eight of them are
state-owned businesses;
and five are one-mem-
ber limited company
(Gia Lai, Kon Tum, Ldm
Déng, Tay Ninh, Ha
Noi). Lottery companies
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have been given auton-
omy in their business,
so they are fully respon-
sible for their business
performance before cus-
tomers, owners and law.

Lottery companies in
southern provinces have
made significant contri-

. butions to the national

lottery revenue. Total
share of the southern
companies increased
from 87% in 2003 to
89% in 2005. Many
provinces have high
rate of payment to the
state budget from lot-
tery sales including Tay
Ninh 33%, Vinh Long
38%, Dong Thdp 25%,
Bac Liéu 30%, Bé&n Tre
30%, Tién Giang 29%,
Long An 24%, Séc
Triang 24%, Tra Vinh
35%,...

In addition to their
achievements, the na-
tional and southern lot-
tery businesses have re-
vealed a lot of
restrictions and inade-
quacies. They have
grown in an unstable
manner and not yet
tapped the potential
market. There is a big
gap in sales between re-
gions, companies and
lottery forms. Also, the
lottery sector faces un-
fair and illegal competi-
tion including high com-
mission, illegal supports
to agents, overdue debts
of agents...Many lottery
companies compete
against each other by is-

suing more tickets than
demand, thus slowing
down sales in the whole
market.

The Finance Minis-
try’s plan for the na-
tional lottery business
in the 2006 - 2010 pe-
riod affirms: “..To con-
tinue reforming the lot-
tery sector for its high
and sustainable growth
and promote the lottery
revenue to 4-4,5% of
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iottery companies, the
Finance Ministry and
People’s Committees
should attach impor-
tance to their planning
to help bring lottery ac-
tivities back to their na-
ture.

The 2002 Amended
Law on State Budget
stipulates the duty of a
business in estimation
of state revenue clearly
as follows: Based on the

GDP by 2010; meet the — competent government

integration require-
ments; satisfy the peo-
ple’s needs for enter-
tainment; help to fight
against illegal betting
and gambling; and
make the lottery sector
an essential channel to
attract the people’s idle
money for building so-
cial welfare projects and
serving the national
industralization and
modernization.”

This is really a heavy
target, requiring great
efforts of the Finance
Minstry and People’s
Committees in cities
and provinces as well as
of lottery companies. To
reach the assigned tar-
get, the lottery compa-
nies in southern prov-
inces play an important
role. They have to im-
prove their past
achievements, and over-
come limitations and in-
adequacies for their fast
and sustainable expan-
sion. Based on actual
performance of southern

agency’s written guide-
lines on annual estima-
tion, business plans,
laws, decrees and regu-
lations on tax and state
revenues, state busi-
nesses estimate the
payable tax, other pay-
ments to the state bud-
get and the refundable
value-added tax, then
send these documents to
the tax authorities, cus-
toms ofices and state
collecting agencies. In
case the collecting
agency detects inappro-
priate points in the
company’s estimation,
for example, not in com-
pliance with laws and
decrees on tax and pay-
ments to the Treasury
and not compatible with
the company’s business
performance..., it may
discuss these problems
with the company and
need not request the
company to re-estimate
its turnover because
this figure is only one of
bases for the collecting



agency to make its reve-
nue estimation.

Based on above regu-
lations of the Law in
comparison with the ac-
tual  assignment to
southern lottery compa-
nies, we find several
emerging problems re-
quiring attentions.

The above table
shows the southern lot-
tery companies almost
accomplished and ex-
ceeded their assigned
target. This is contrary
to  companies’ com-
plaints about heavy
tasks assigned by the
Finance Ministry and
People’s  Committees.
Why?

First, to reach the
above targets, lottery
companies must in-
crease their amount of
issued tickets because
lottery players always
wani to choose “good,
lucky” numbers al-
though their winning
probability is the same.
Just because of this,
companies compete
with each other in issu-
ing more tickets than
demand, causing a
decline in their sales.

This is an extremely
high risk which lottery
companies must incur
when the jackpotting

Table 1: The southern lottery companies’ payments to the state budget

from 2000 to 2005 (Unit: VNDbil.)

Year 2000 2001 2002 2003 2004 2005
Assigned target 1,429 1,765 2,546 3,100 3,669, 4,306
Actual payment 1,765 2,199 2,782 3,399 4,138 4,847
% 123,5 124,59 109,27 109,65 112,78 111,50
Annual growth (%) 115,78 1114 107,94 104,06

tion of sold tickets

Table 2: The southern lottery companies’ propor-

2000 2001 2002

2003 2004 2005

68% 65.1% 60.5%

58.4%

53.8% 51.1%

prizes are won by the
players. Althought they
know the risk; they do it
because they have to
earn money to pay
value-added and special
consumption taxes to
the state budget (these
two payments account
for more than 80% of
their assigned target).
Therefore, lottery com-
panies fulfil their task
but they may enjoy no
profits.

Second, to boost up
their turnover, several
southern lottery compa-
nies give their agents
commisions higher than
the Finance Ministry’s
regulations or allow
their debts without
mortgages. Many com-
panies allow debt mort-
gages after drawing a
lot, and a few companies
respect the Finance
Ministry’s rules on
100% mortgage for the

tickets already bought.
Especially, some compa-
nies allow long arrears,
so when terminating
the deal, they must set-
tle debts of billions of
Vietnamese Déng. This
is really a potential
risk. Nevertheless, un-
der the pressure of the
task fulfillment, many
companies have vio-
lated the Finance Min-
istry’s regulations. The
revenue assignment to
certain companies also
reveals adequacies, as
indicated in the
following table:

The company’s pay-
ment to the state budget
depends on sales. The
above table shows the
sales of the Bé&n Tre
Lottery Company was
always higher than

those of the Ba Ria -

Viing Tau Lottery Com-
pany, but the target as-
signed to the Ba Ria -

Viing Tau Lottery Com-
pany was always higher
than that of the Bén Tre
Lottery Company. The
gap was tens of billions
of Vietnamese fioang, for
example, VND40 billion
in 2005. It is notewor-
thy that these compa-
nies draw weekly lots
on the same day -
Tuesday.

The following is an-
other example of inade-
quacies in the revenue
assignment and fulfill-
ment of those compa-
nies drawing lots on dif-
ferent days, but having
equivalent sales.

The above table indi-
cates the three compa-
nies’s sales were rather
equivalent from 2003 to
2005, but their assigned
targets faced a big gap.
The target assigned to
the T4y Ninh Lottery
Company was VND350
billion in 2005, for ex-
ample, while these fig-
ures were 300 and 310
billion respectively for
Dong Nai and Tién

Table 3: Selected lottery companies’ assigned target and actual payment to the state budget

(Unit: VNDDbil.)

Lottery companies Year 2000 2001 2002 2003 2004 2005
) ‘ Sales 366 458 552 610 732 874
BieR ToePievines Assigned target 69 79 100 127 156 185
Actual payment 71 123 115 170 180 200
Sales 329 430 536 588 740 811
Ba Ria - Viing Tau Province Assigned target 60 90 130 148 159 295
Actual payment 76 111 135 190 235 266
- _ Sales 230 325 379 462 579 708
BaeLigy Provines Assigned target 43 55 74 100 150 170
Actual payment 55 89 89 105 170 200
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Table 4: Inadequacies in assigned targets and fulfiliment of selected lot-

tery companies

Lottery Business Year 2003 2004 2005
. ) Sales 867 1.038 1.220
Bong Nai Frisvinze Assigned targets 231 247 300
Actual payment to the state budget 236 300 372
Sales 884 1.095 1.255
Tay Ninh Province Assigned targets 250 333 350
Actual payment to the state budget 258 333 351
. Sales 878 1.062 1.228
Jieh Giang Provinge Assigned targets 208 280 310
Actual payment to the state budget 255 300 340

Giang lottery
companies.

According to the lot
drawing schedule ap-
proved by the Finance

Ministry, there are

These three exam-
ples show financial au-
thorities may forget this
point when assigning
the target.

The revenue from

Table 5: Total targets assigned to the lottery
companies drawing lots on the same day

~ (Unit: VND bil.)

Total targets 2003 2004 2005
Monday 462 501 608
Tuesday 375 465 580
Wednesday 431 489 620
Thursday 496 661 695
Friday 477 528 625
Saturday 466 516 590
Sunday 393 509 588

three companies draw-
ing lots on the same day
on average. The total
revenue assigned to lot-
tery companies drawing
weekly lots on different
days also faces a big

gap.

lottery sales is rather
important for many
provinces, especially ag-
ricultural ones. There-
fore, each province has
its own policies in addi-
tion to abiding by the
Finance Ministry’s reg-

stricly followed. It is
time for us to return to
the nature of lottery ac-
tivities, that is, they are
aimed at serving the
people’s entertainment
and attracting their idle
money for social welfare
projects. The following
are our suggestions:
First, the concepts of
lottery activities
should be convergent.

Central and local au-
thorities should under-
stand that lottery activ-
ities are not aimed at
increasing the national
GDP, but only a form of
healthy entertainment
and recreation. In addi-
tion, they help mobilize
thousands of Dillion
fioang from the people’s

Table 6: The value of cancelled tickets (Unit: VNDbil.)

2001 2002 2003 2004 2005
Face value of cancelled tickets 4,686 6,700 8,500 11,744 17,049
Equivalent to the paper volume
(1,000 tonnes) 1.6 2.4 3 4.1 5.9

The above table dis-
closes from 2003 to
2005 those companies
drawing lots on Thurs-
day always had the
highest targets and
those drawing lots on
Tuesday the lowest with
a gap of over VND10O
billion. It is actually an
extremely large gap!
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ulations. This results to
unfair competition be-
tween lottery compa-
nies in the south. Even
though there is a meet-
ing of southern lottery
companies held every
three months and they
all come to a resolution
on the percentage of
sales and ticket price,
the resolution is not

idle funds for social wel-
fare projects, public
health care, education,
and economic develop-
ment. However, they
should not cause large
wastes In cancellation
of unsold tickets.

The proportion of
cancelled ticket value
was under 20% of the to-
tal value of issued tick-

ets in previous years.
This figure increased to
49% in 2004 and 2005
and to 50% in the first
six years of 2006. This
shows a great waste of
paper (the price of Bai
Bing printing paper
was VIND14 million per
tonne in 2005).

As a result, in the
conference on socio-eco-
nomic development of

the Mekong Delta in the
2006-2010 period, the
Prime  Minister  af-

firmed: “Since 2007, the
city or province is al-
lowed -to issue lottery
only when it has deter-
mined local welfare pro-
jects and their invest-
ment capital and got
approval from the city
or— provincial People’s
Committee. It must not
consider lottery as local
main and regular reve-
nues”.

Second, the target as-
signment should be
reformed.

Based on the Prime
Minister’s conclusion,
first we are required to
reform the target as-
signment in accordance
with capacity of each
lottery company. The
assignment must be
suitable for lottery com-
panies with different
drawing days. The local
authorities should un-
derstand the lottery
business is full of haz-
ard. If many prize tick-
ets are kept in stock,
the business gets big
profits. In contrast, if
many buyers win prizes,
the business gets low
profits and even incurs
losses. Therefore, when
assigning targets, local



Table 7: The issue costs of southern lottery

y companies

2001 2002

2003 2004 2005

18.5%

18.6%

18.7%

19.2% 18.9%

authorities should can-
cel the principle of
“later year, higher reve-
nue”. In short, the as-
signment should be
based on sales and the
Finance Ministry’s
regulations to specify
targets.

As mentioned above,
over the past years,
some lottery companies
have boosted up their is-
suance much higher
than the market de-
mand and the number of
agents receiving tickets
without mortgage in-
creased. This led to the
big gap in discounts be-
tween lottery compa-
nies. Currently, lottery
companies print tickets
with two kinds of face
value: VND5,000 and
VND10,000. When they
exchange their tickets,
their discount is not the

same and the gap

amounts to 5%, causing
unfair competition be-
tween them and losses
in lottery sales. For ex-
ample, previously when
lottery sales remained
low, the maximum cost
of issue was 18%, nowa-
days the sales are dou-
ble, the cost must go
down but. it actually
goes up. This can be
seen in the following
table:

Third, the task of in-
spection and settle-
ment must be
enhanced

In face of the evi-
dence of lottery activi-
ties, the Finance Minis-
try has made a lot of
instructions to rectify

lottery activities. In our
opinions, the ministry
should enhance its in-
spection and  force
comapnies to strictly ex-
ercise Circular

77/2005/TT-BTC dated
September 13, 2005 and
Official Letter
41118/TC-TCNH dated
April 8, 2005 and Offi-
cial Letter
9694/BTC-TCNH dated
August 10,2006 by the
Ministry of Finance.
Initially, lottery compa-
nies are requested to re-
duce their issue to in-
crease sales. When they
allocate tickets to their
agents for distribution
in far areas, these
agents must mortgage
100% in cash or bonds.
Similarly, if the busi-
ness allows its agents’
debts, they must have
mortgages. In addition
the business has to im-
plement strictly Circu-
lar 77/2005/TT-BTC on

the costs of agent
expansion and
commission.

To  stricly follow

these regulations will
help secure payments to
the Treasury and fair
competition in the lot-
tery sector, at the same
time reduce the amount
of issued tickets but in-
crease sales and prices,
and finally promote the
business performance.

Fourth, the national
lottery should be es-
tablished

In addition to the
above measures, the
most important and ef-
fective is to establish

the National Lotterty
Corporation as other
countries over the
world. The corporation
has branches in each
city and province across
the country. For nations
including many states,
each state has only one
lottery company. Most
of nations draw lots in
only one day in a week
or month, but not every
day like Vietnam.

For our country, how
can the National Lot-
tery Corporation be set
up while 64 provincial
lottery companies are
operating across the
country, especially lot-
tery revenues are very
important to the local
budget of southern prov-
inces? To answer this
question, local govern-
ment must respect the
Prime Minister’s in-
struction: “Do not con-
sider lottery as main

revenue” and Decision
210/2006/QD-TTg dated
September 12, 2006 by
the PM: “Since 2007, lo-
cal governments will
implement the uniform
mechanism for total
revenues from lottery
sales; and the central
government will grant
budget to provinces in
accordance with their
estimated revenues
from lottery sales for
2007 to Dbuild local
infrastructures in
education, health care,
culture, and sports”.
More generally,
when the regulations of
the 2002 Amended Law
on State Budget are
strictly respected in
combination with scien-
tific, logical, open and
democratic distribution
of lottery revenues, the
National Lottery Corpo-
ration may soon take
shape on the basis of
the consensus and sup-
port from the people,
sectors, levels and local
governments.®






