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the export to this bloc is slowing
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trade and participation of companies CIS and East Europe 15-20 3-5
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with the State Board of Economic Ar-
bitrators. In 1992, the foreign sector
came into operation and played the
leading role in the export of three
staples: oil, electronic equipment and
ecomputer parts, and footwear. Many
goods added to the export list have
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come from foreign-invested compa-

nies since.
On July 30, 1998, the Decree
57/1998/NP-CP was issued Lo give

guidelines on the implementation of

the Commerce Law. It provides de-
tailed regulations on foreign trading
activities, processing and trading
goods with foreign partners. It also
revokes the requirement of foreign
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trade licenses. As from Sep. 1, 1998,
companies {rom all sectors are [ree to
do export and import according to
their business licenses after complet-
ing necessary procedures at the Cus-
toms. One year after this Decree, the
number of registered exporters
topped the 8,000 mark (increasing by
146% in comparison with 1994.)

To promote equal opportunity for

© companies, the Government issued

the Decree 10/1998/ND-CP on Jan.

: 23, 1998 to introduce measures to en-

courage and facilitate foreign direct
investment in Vietnam. Among oth-
ers, the Decree allows foreign-
invested companies to export goods

- and from 1999 on, they can export all

kinds of goods they create in Viet-
nam. Following this Decree, the Gov-
issued Official Letter

dure for giving approval to export
plan submitted by foreign-invested
companies. Thus, the foreign sector
enjoyed the same treatment as local
ones did as from September 1999.
After that, all companies were al-
lowed to export goods and services to
Russia to repay old debts according
to the Circular 10/2001 issued by the
Ministry of Finance on Jan. 30, 2001
which came into effect as of Feb. 14,

. 2001, and the agreement of debt set-

tlement between the two govern-
ments.

Besides reforming the policy on
foreign trade, the Government also
adopted new and progressive policies
on taxation, exchange rate, export
promotion, and banking credit in or-
der to develop export markets.

a. Taxation: After many amend-
ments, the Customs Duties Law has
become more suitable to Vietnam’s
foreign trade and the economic de-
velopment strategy. Generally, tax
rates and goods classification system
have been adjusted to international
practices in a effort to integrate the
Vietnamese market to the world
economy. New regulations on tax ex-
emption for foreign-invested compa-
nies and time limit for making duty
payments have helped control im-
ports and encourage exports.

b. Exchange rate: The exchange
control allows the exchange rate to
adjust to market forces and reflect
correctly the external value of the
VND. In addition, the reserves are
big enough for the SBV to intervene
into the market if need be. Up to
now, the exchange rate policy has
started to suit international prac-
tices and development of the Viet-
nam’s foreign trade.

c. Export promotion: Various
funds formed by the trade authorities

with help from state-owned banks
have succeeded in emcouraging ex-
porters to promote their business
and go abroad to make market re-
searches. And as a result, Vietnam’s
export value has increased remarka-
bly in recent years.

However, there also exist many
shortcomings that make these efforts
fail to produce intended results:

- Export volume, in terms of total
and per capita value, is small in com-
parison with regional countries. The
staple exports include mostly farm

products with low competitiveness |

and prices. Vietnam has just in-
creased quantities of export goods,
not their quality. That is why it is
very slow to enter new markets and
increase its market shares.

- Results of export promotion
campaigns depend mainly on efforts
from exporters. The commerce
authorities failed to work out a long-
term strategy to find new markets
and maintain footholds in traditional
ones (Vietnam losing its market
share in Russia and East Europe is a
good example.)

- Customs duties aren’t really
suitable to the export-oriented strat-
egy: The structure of duties have
been designed to protect local prod-
ucts, which has attracted foreign in-
vestment in these industries instead
of export-oriented ones. And as a re-
sult, some 50% of output from FDI
companies are sold on the domestic
market, creating keen competition to
local producers and the export busi-
ness as well.

- The tax laws didn’t treat local
and foreign-invested companies
equally, When local companies have

to pay heavy taxes for imported capi-
tal goods while they lack financial
strength, foreign companies with
huge sources of finance enjoy tax ex-
emption when importing the same
kinds of goods.

- The duties on goods that
couldn’t made locally are too heavy,
which led to widespread smuggling
activities and unsatisfied market de-
mand.

3. Some measures to enhance the
role of the Government in export

promotion

- Forming an Export Marketing
Information Center: In 2002, a Fund
for Export Development was estab-
lished but it couldn’t supply informa-
tion needed for export promotion. An
information center can fill the gap
and give more help to exporters.

- Specific strategy for specific
market: Foreign trade authorities
must carry out market researches in
order to work out long —term strat-
egy suitable to each potential mar-
ket.

- Multilateralization of trading
partners: One of good ways to avoid
dependence on certain markets is to
establish relations to various part-
ners. Falls in export of seaproducts
to the U.S. because of Igal troubles in
the past few years is a valuable les-
son.

- Vertical and horizontal coopera-
tion between local producers and ex-
porters: Various incentive schemes
could be carried out to encourage
such cooperation in order to form
strong groups that could compete suc-
cessfully on foreign markets.®
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