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Abstract

Vietnam is growing rapidly as it transitions from a state-planned economy to a hybrid economy with an
expanded private sector. Besides broadening its international trade relationships, in recent years Vietnam
has committed to liberalizing its industries and strengthening its intellectual property laws through
bilateral treaties, regional associations, and accession to the World Trade Organization. Service industries
account for a growing share of Vietnam's economy, as new businesses seek services like banking and
logistics while consumers with rising income demand education, retail, and telecommunication services.
Liberalization and foreign investment have increased the supply of services in Vietnam, but many
industries are still hampered by shortages of skilled workers and good infrastructure, and by a weak
business environment in which regulations impede commerce and state-owned enterprises have many
advantages.




CONTENTS

53T (o4 1017 5 () H TSR 1
International Trade I SETVICES ....cueeuieruirieieiet ettt ettt ettt et et e st et e e steeneeste e st entesseeneenseeneeneeeees 9
BanKing SEIVICES ....ecuvieiieiietietieitie sttt ettt et et e et e st e s bt e bt et e et e esbeesatesateeaseenbeebeenseesseasssesnseenseenseeseens 22
EUCALION SETVICES .....tieiiiiiiiiieieeieertte ettt ettt et b e sttt et et e s bt e sbeesbe e s bt e sueeeateenbeenbeens 32
LOGISTICS SEIVICES ...euventiriieiiiteeiteie ettt ettt sttt b et b e sa et s bt et e bt eb e et e e bt e bt et e e bt eate st e s bt entesaeeaeenbea 42
RELATL SETVICES ..ttt ettt et et e e et s s et e s et em e e teeseenee st eseenseaseensenseeneensesneennanseas 58
TeleCOMMUNICALIONS SETVICES. ..c..teuteiertieuiertertieiesteetteteeteeete et esee e steestetesteeste bt ebeeste st eseensesbeeneensesaeeneansens 69

Intellectual Property RIGILS .....cc..iiiiiiiiiiciiece ettt et et e e av e e et eeeabaeesbeeesnseas 78



Introduction

Services are a vital part of Vietnam’s plan to become a modern economy by 2020. The service
sector is forecast to grow by 8—8.5 percent per year and to account for 42—43 percent of Vietnam’s GDP
during 2016-20," and the Vietnamese government is implementing aggressive policies intended to
accelerate the development of high-value-added services. Vietnam is increasing its presence in the global
services market through its membership in the Association of Southeast Asian Nations (ASEAN) and
through the commitments it made upon acceding to the World Trade Organization (WTO) in 2007.
Vietnam also has a significant services trade relationship with the United States and is the recipient of
increasing U.S. foreign direct investment (FDI), in part because the large Vietnamese American
population in the United States provides economic and cultural ties.” Industry reforms and international
integration are happening in the context of rapid growth after decades of war and political isolation, as the
country is transitioning from a planned centralized economy to a hybrid economy (mixing private
ownership and state influence) while maintaining one-party socialist governance.

This paper is the third in a series on service markets in emerging economies.’ The balance of this
introductory section examines supply and demand factors in the Vietnamese services market. The
following section discusses Vietnam’s services trade with the world. The paper then analyzes five key
services industries in Vietnam: banking, education, logistics, retail, and telecommunications. The paper
concludes with an examination of intellectual property rights in Vietnam, a cross-cutting issue affecting

many services industries.

Overview of Services in Vietnam
In Vietnam, a lower-middle-income country with a population of 87 million, the service sector

grew by 7.5 percent in 2010 and accounted for 38.3 percent of the country’s $103 billion gross domestic

! Vietnam Prime Minister, “Decision No. 175/QD-TTg,” January 27, 2011.

% The Vietnamese population in the United States was an estimated 1.6 million in 2010; U.S. Census Bureau, “2010
American Community Survey,” 2010.

? Previous working papers covered India and Malaysia; see http://www.usitc.gov/research_and_analysis/staff products.htm.
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product (GDP) that year.* In 2012, the service sector is forecast to grow by 6.2 percent, which surpasses
agricultural growth (3.0 percent) but lags slightly behind forecasted growth in manufacturing

(6.5 percent).” The number of registered enterprises in the trade and services sector grew by an average
annual rate of 22.9 percent from 2000 to 2009, and this sector constituted 60.1 percent of total registered
enterprises at the end of the period.® Currently, Vietnam’s largest service industries are tourism,
wholesale and retail services, repair of vehicles and personal goods, hotel and restaurants, transport and
storage, and telecommunications.” By number of enterprises, the fastest-growing services industries
between 2000 and 2009 were electricity, gas, and water; post and telecommunications; computers and

related activities; and services supporting financial and monetary activities.®

Factors Affecting the Supply of Services in Vietham

A number of factors affect the supply of services in Vietnam, with some fostering and others

inhibiting the growth of service providers.

Support for Small and Medium-sized Enterprises (SMES)

In an effort to encourage the growth of SMEs, the government of Vietnam has sought assistance
from international donors such as the Asian Development Bank (ADB). Through an assistance program
launched in 2004, the ADB funded various policy reforms, including a nationwide credit-guarantee
system to support commercial bank lending to SMEs, as well as initiatives reducing the time needed to
register a business and giving technical help to entrepreneurs. The $80 million program was correlated
with a 20 percent compound annual growth rate in new SME registrations, with trade and services SMEs
showing the fastest growth.9 In 2007, 96,095 of Vietnam’s 151,780 registered SMEs were involved with

services. '’

* World Bank, WDI Online database (accessed February 15, 2012). The World Bank defines lower-middle-income countries
as those with gross national income per capita between $1,000 and $4,000 in 2011.

5 EIU, “Vietnam Economy, Politics and GDP Growth Summary,” n.d. (accessed February 15, 2012).

¢ Government of Vietnam, General Statistics Office, The Enterprises in Viet Nam, 2010, 29.

TUs. Department of State, Background Notes: Vietnam, November 30, 2010.

8 Government of Vietnam, General Statistics Office, The Enterprises in Viet Nam, 2010, 30.

’ ADB, “Viet Nam,” December 2009, 39.

"% Ibid., 37.



Liberalization

In some cases, loosening restrictions on services industries can increase efficiency, accessibility,
innovativeness, and predictability. As part of its accession to the WTO, Vietnam took steps towards
liberalizing services trade and allowed foreign ownership in most service industries. In 2010, disbursed
FDI totaled $11 billion, up 10 percent from 2009 levels,'" and in 2011 an estimated 3,190 out of 12,776
FDI projects were in services industries.'> Construction accounted for the largest share of these projects
(with a total of 738), followed by information and communication (661 projects) and wholesale retail and
repair (556 projects)."> However, while many services industries have been liberalized in recent years, the
Vietnamese government is still heavily involved in production and investment throughout the economy,
particularly in finance and telecommunications where state-owned enterprises (SOEs) are predominant
(see the “Banking Services” section). Additionally, in some industries the country maintains trade barriers

that insulate domestic suppliers from foreign competition (see the “Retail Services” section).

Skill Shortages
Services supply in Vietnam is held back by relatively low worker skill levels (see the “Education
Services” section). In 2009, Vietnam’s labor force of 47 million earned an average monthly wage of $84,
compared to average monthly wages in the Philippines, Thailand, and China of $127, $253, and $393,
respectively.'* While access to cheap labor can increase the competitiveness of certain services industries,
low wages can also reflect low levels of productivity and a limited ability to supply skill-intensive
services. Post-secondary education in Vietnam is seen as subpar, and a recent survey by the World

Economic Forum cited an inadequately educated workforce as a significant barrier to doing business in

ys. Department of State, Background Notes: Vietnam, November 3, 2010.
12 Government of Vietnam, Foreign Investment Agency, “Information about FDI,” n.d. (accessed June 22, 2011). Total
numbers for service FDI projects may be higher, as some categories of FDI were not clearly labeled.
13 1.
Ibid.
' EIU analyst, e-mail message to USITC staff, February 22, 2011.
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Vietnam."® Private firms such as General Electric and Intel have had to compensate for skill shortages

among Vietnamese college graduates by setting up their own training facilities.'®

Weak Business Environment

Transparency International’s 2011 Corruption Perception Index ranked Vietnam 112 out of 183
countries,'” and the 2009 Global Integrity Report gave Vietnam a score of 44 out of 100.'® The latter
report noted that the legal system offered little defense against actions of the government, in part because
judiciary independence is limited."” The Vietnamese government recognizes that corruption has stunted
economic development and has sought international aid in curbing the problem.” Even in the absence of
corruption, vague and ill-designed regulations obstruct the operations of Vietnamese businesses and deter
foreign businesses from entering the country. In its 2012 Doing Business report, the World Bank ranked
Vietnam 98 (out of 183) in terms of its business environment, down from 90 in 2011. While recent
reforms have raised standards of accountability for company directors, the country still scored poorly on

. . 21
investor protections.

Lack of Infrastructure
Vietnam’s ports, roads, and railways are inefficient, and the linkages among transport modes act
as bottlenecks. Vietnamese ports have limited capacity, and businesses as well as Vietnamese officials
have cited the ports’ inadequacy as an obstacle to business development and trade (see the “Logistics

. . 22
Services” section).

15 World Economic Forum, “Global Competitiveness Report 2011-2012,” 2011, 368. Other barriers include inadequate
access to financing, policy instability, and foreign currency regulations.

16 U.S. Commercial Service official, e-mail message to USITC staff, February 14, 2011.

'7 Transparency International, “Corruption Perception Index 2011, 2011. A lower score represents less corruption.

'8 Global Integrity Report, “Vietnam: 2009.” A higher score represents less corruption.

' Only 30 percent of Vietnamese judges have a law degree; many judges obtain their posts through political connections,
making them hesitant to challenge government actions.

20 The World Bank, along with the Vietnamese government and other bilateral donors, has organized an anti-corruption
initiative program. At the time of writing, the project was screening proposals.

2 World Bank, “Doing Business 2012,” 2012, 76. A lower score represents a better business environment.

2 Mackey, “Vietnam Seeks Billions for Ports Overhaul,” December 9, 2009.
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Factors Affecting the Demand for Services in Vietham

Demand for services in Vietnam has increased for a variety of reasons, driving growth in key

service industries.

Rising Wages
While average Vietnamese wages are lower than in neighboring nations, they have steadily risen
at a compound annual growth rate of 6 percent from 2000 to 2009, providing Vietnamese workers with
more disposable income. By one estimate, Vietnamese disposable income reached $84 million in 2011,
up from $64 million in 2008.>* Growing disposable income has boosted demand for consumer services
such as education and telecommunications; for example, mobile phone subscriptions increased to
154 million users in 2010, up from 110 million users in 2009 (see the “Telecommunications Services”

section).”

Business Development
Businesses rely on intermediary services such as logistics, banking, and telecommunications to
conduct day-to-day operations. Private businesses have flourished in Vietnam: the number of registered
non-state-owned enterprises increased from 35,004 in 2000 to 196,776 in 2007.2° A 2009 survey of over
2,000 Vietnamese businesses found that 98 percent of them regularly used the Internet and 36 percent
sold goods and services online, suggesting that further private sector growth will continue to drive

. 2
demand for computer services.”’

Urbanization
Migration to the cities has concentrated businesses and made them more accessible to Vietnamese
consumers, increasing demand for the services that these firms provide. In 2010, 30 percent of the

Vietnamese population lived in urban areas, and the urbanization rate is expected to grow by 3 percent

2 EIU analyst, e-mail correspondence with USITC staff, February 22, 2011.
 Euromonitor International, “Country Factfile.”
B ITU, “Vietnam Ends December with 170 Mln Telephony Subs,” January 13, 2011.
26 Government of Vietnam, General Statistics Office, Enterprises’ Data of the Year 2000-2008, 2009, 3.
2 VietnamNet, “E-Commerce Set to Boom in 2010,” February 16, 2010.
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annually between 2010 and 2015.*® Furthermore, 70 percent of all registered businesses were located in
urban areas, particularly Hanoi and Ho Chi Minh City, in 2009.%° Besides health and education,
urbanization has directly spurred demand for municipal transportation, electricity, and sanitation services.
The government recognizes the importance of an efficient urban transportation system, and Vietnam’s

modernization plan emphasizes the need to overhaul infrastructure over the next decade.*

Comparison to Other ASEAN Countries

While the performance of Vietnam’s services sector lags behind that of most other ASEAN
members, its growth prospects are promising. Among ASEAN countries,”’ the average percentage of
GDP dedicated to services industries in 2010 was 45.1 percent. Services accounted for 71.7 percent of
Singapore’s GDP, 55.1 percent of Philippines’s GDP, 43.0 percent of Thailand’s GDP, and 38.3 percent
of Vietnam’s GDP.** Vietnam’s expected 2012 service industry growth of 6.2 percent is on par with the
expected growth of services in Thailand (6.6 percent)’® and exceeds the Philippines’ forecasted growth
(2.0 percent),* but falls short of Indonesia’s (8.2 percent).”” Vietnam’s labor productivity, while starting
from a low base, is expected to grow by 3.8 percent between 2011 and 2020 as the private sector grows
and adopts new technologies,’® compared to 3.9 percent for Thailand,”’ 3.2 percent in Singapore,*® and
3.0 percent in Philippines.”’ ASEAN countries are planning to establish an economic community by 2015
which will allow unrestricted flows of services and investment between member countries. This will help

Vietnam’s services industries to further liberalize and integrate into the international economy.

8 CIA World Fact Book, “Economy Overview.”

% General Statistics Office of Vietnam, The Enterprises in Viet Nam, 2010, 28.

3% Vietnam Prime Minister, “Decision No. 175/QD-TTg,” January 27, 2011.

3! The 10 members of ASEAN are Brunei, Burma, Cambodia, Indonesia, Laos, Malaysia, the Philippines, Singapore,
Thailand, and Vietnam.

32 World Bank, “WDI Online Database.”

33 EIU, “Thailand Economy, Politics and GDP Growth Summary,” n.d. (accessed February 15, 2012).

3* EIU, “Philippines Economy, Politics and GDP Growth Summary,” n.d. (accessed February 15, 2012).

35 EIU, “Indonesia Economy, Politics and GDP Growth Summary,” n.d. (accessed February 15, 2012).

¢ EIU, Long-Term Outlook: Vietnam, 2011.

3T EIU, Long-Term Outlook: Thailand, 2011.

38 EIU, Long-Term Outlook: Singapore, 2011.

¥ EIU, Long-Term Outlook: Philippines, 2011.
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International Trade in Services

Although Vietnam accounts for a small share of global trade in services, its total services trade
volume (imports plus exports) has tripled since 1999.* From 1999 to 2008, both imports and exports
increased at double-digit average annual rates. While exports dropped substantially in 2009 in the wake of
the global economic downturn, in 2010, Vietnam’s services trade recovered and resumed its growth
trajectory, with a 21 percent increase in imports and 30 percent growth in exports (figure 1).*'

FIGURE 1 During 1999-2010, Vietnam's imports and exports of services more than doubled, and the

country incurred a growing services trade deficit
EE Exports =3 Imports === Surplus/deficit
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Source: WTO, International Trade Statistics 2011, 2011, 189-94, tables A8 and A9; International Trade Statistics
2010, 2010, 189-94, tables A8 and A9.

40 Vietnam’s exports and imports each accounted for less than 1 percent of the world total in 2010. WTO, International
Trade Statistics 2011, 2011, 184-94, tables A8 and A9.
4L Calculations based on WTO, International Trade Statistics 2011,2011, 184-94, tables A8 and A9.
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Nonetheless, Vietnam remains a net importer of services with a growing services trade deficit.
Service exports have risen over the past decade, as Vietnam’s competitive advantages—strategic location,
low costs, political stability, and a large workforce—have benefited manufacturing and service firms
alike.* However, while profitable opportunities to support manufacturing industries have driven growth
in some service industries, the country still relies heavily on imports of trade-related services. This is
especially true of transportation services, which accounted for two-thirds of Vietnam’s service imports in
2010 (figure 2).*

In 2010, tourism was Vietnam’s largest commercial service export, accounting for almost two-
thirds of all such exports.** Vietnam hosted over 5 million foreign visitors in 2010, more than double its
1.8 million visitors in 1999; most were leisure tourists.*> Vietnam is a desirable tourist destination due to
its unique natural resources and historical sites, particularly the seven destinations granted status as
UNESCO World Heritage sites.*® Vietnam’s tourism industry has also benefited from the economic
development and growing discretionary incomes of its regional neighbors, particularly China.*” The
government has supported the industry® by prioritizing development of the aviation sector and by
recently ratifying an aviation agreement with Australia which will increase the number of flights between

the two countries.”

2 Cany, “Vietnam Business Forum,” December 2, 2010.

4 Transportation services refer to the transport of passengers or freight by road, rail, sea, or air. Freight transportation
services are generally associated with manufacturing trade, while passenger transportation services, in tandem with travel
services, contribute to the development of tourism (both business and leisure).

! The tourism sector includes services provided by a number of industries, including the (passenger) transportation, travel,
hotel, and restaurant industries.

4 Other categories include business travelers. Government of Vietnam, VNAT, “International Visitors to Vietnam in
December and 12 Months of 2009,” January 10, 2010; Government of Vietnam, VNAT, “International Visitors to Vietnam in
December and 12 Months of 2010,” January 6, 2011; Government of Vietnam, General Statistics Office, “Number of Foreign
Visitors to Vietnam, 1996—pre-2009,” n.d. (accessed November 16, 2011).

46 The seven sites, in chronological order of inscription, are the complex of Hue monuments (1993); Ha Long Bay (1994);
Hoi An Ancient Town (1999); My Son Sanctuary (1999); Phong Nha-Ke Bang National Park (2003); Central Sector of the
Imperial Citadel of Thang Long—Hanoi (2010); and the Citadel of the Ho Dynasty (2011). UNESCO Web site,
http://whc.unesco.org/en/statesparties/vn (accessed November 16, 2011).

47 From 2008 to 2010, the number of Chinese visitors grew from 650,000 to 905,000, and in the first six months of 2011,
Vietnam had already hosted 662,000 visitors from China. Government of Vietnam, VNAT, “International Visitors to Vietnam in
December and 12 Months of 2008,” December 30, 2008; “International Visitors to Vietnam in December and 12 Months of
2010,” January 6, 2011; and “International Visitors to Vietnam in June and 6 Months of 2011,” June 30, 2011.

8 Tn 2008, the tourism industry was estimated to support 4.3 billion jobs and contribute $10.1 billion to GDP, up from
$2.6 billion in 1999. World Travel and Tourism Council, Economic Data Search Tool, n.d. (accessed July 13, 2011).

47 Government of Vietnam, VNAT, “Vietnam Okays Pact on More Flights to Australia,” July 5, 2011.
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FIGURE 2 Travel and transportation accounted for the bulk of Vietham's exports and
imports of services in 2010

Exports

Other services 3%
Insurance 1%

Government services
1%
Postal and
telecomunication 2%

Finance 2%

Total = $7.5 billion

Imports

Other services 10%

Postal and
telecomunication 1%

Government services

Finance 2% 1%

Insurance 5%

Total = $9.9 billion

Source: Government of Vietnam, General Statistics Office, “Exports and Imports of Services, 2005-2010,” n.d.
(accessed November 16, 2011)

Note: Totals are preliminary 2010 estimates by the General Statistics Office of Vietham and may differ from
thowe found in other sources.
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Outbound tourism from Vietnam has also increased in recent years, and travel services are
Vietnam’s second-largest services import. The majority of outbound tourists from Vietnam travel within
the Southeast Asian region; however, a growing number of tourists travel to the United States and
Europe.” Increasing English fluency, greater Internet access, growing comfort with independent travel,
and the presence of budget airlines have given Vietnamese tourists greater control over their travel plans
and reduced the need for travel agencies, particularly for destinations that do not require visas, such as the
ASEAN member countries.”’

With the exception of tourism and travel, Vietnam trades few services other than those involved
in the manufacture and movement of goods.”* However, over the past decade, Vietnam’s participation in a
growing number of trade agreements has driven modernization and pro-market reforms that support the
development of services sectors.”® The U.S-Vietnam bilateral trade agreement (BTA) and Vietnam’s
WTO membership both required Vietnam to make legal reforms addressing foreign exchange regulations,
SOEs, discriminatory price controls, and intellectual property, among other issues.”* These reforms have
facilitated trade in services by improving transparency and increasing regulatory certainty for domestic
and foreign firms.”

Within Asia, the Republic of Korea (Korea) reports the largest volume of services trade with
Vietnam.” Over the past five years trade in services between the two countries has grown rapidly: Korea

imported $1.58 billion in services from Vietnam in 2009, more than double the $770 million in services

%% Singapore, Malaysia, Cambodia, Hong Kong, and China are among the most popular destinations for Vietnamese

traveiﬁl:rs. VNEconomynews.com, “Outbound Tourists Double in Number This Year,” December 23, 2010.
Ibid.

52As noted, transportation services, which move goods across borders, account for the second-largest share of Vietnam’s
external trade, following tourism. Hoekman and Mattoo, “Services Trade and Growth,” December 2007, 3.

53 Vietnam’s Ministry of Planning and Investment, Central Institute of Economic Management and Foreign Investment
Agency, and USAID-funded Support for Trade Acceleration Project, “Assessment of the Five-Year Impact of the U.S.-Vietnam
Bilateral Trade Agreement,” July 2007, 2.

3 EIU, “Vietnam,” April 2011, 20, 74.

55 Lobet, “Protecting Minority Shareholders to Boost Investment,” 2008, 62. For example, the Laws on Investment and
Enterprises, which went into effect July 1, 2006, attempted to unify Vietnam’s foreign and domestic investment policies and
establish a corporate-law regime for foreign and domestic enterprises. See Freshfields Bruckhaus Deringer, “Vietnam—New
Investment Law,” March 2006.

58 There is a dearth of data on Vietnam’s bilateral services trade, but among those countries that report services trade with
Vietnam, Korea accounted for the largest single-country share of both imports and exports of services. At the time of writing
Vietnam did not report bilateral trade data or trade volumes with its major services trading partners. Instead, data on Vietnam’s
imports and exports of services reflect trade volumes reported by partner countries. For example, Korea reported importing $1.58
billion of services from Vietnam in 2009 (corresponding to $1.58 billion of services exports from Vietnam to Korea). See OECD,
OECD.Stat database.
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Korea imported in 2005 and just under the $1.62 billion in services imported from Vietnam by all
European Union (EU) countries in that year.”” Services trade between the two countries is expected to
continue to grow. Further, Korean firms already established in Vietnam will boost services trade by
demanding more services for their operations.™ Cultural and historical similarities are frequently cited as
driving forces for the cooperation and strong trade relationship between Vietnam and Korea.’® The two
countries have launched a joint committee to study the benefits of formalizing their trade relationship
through a bilateral free trade agreement (FTA).

Several factors have contributed to Vietnam’s increasing role in regional services trade. Investors
in Japan, Australia, and Hong Kong are attracted by Vietnam’s low wages, geographic location, stable
political regime, and growing domestic market, among other competitive advantages.”’ In particular,
Vietnam’s services trade has benefited from rising labor costs in China and a preference among regional
manufacturers to diversify their production base beyond China. Multinationals from Japan, Korea, Hong
Kong, and Taiwan, as well as some from mainland China, have moved production to Vietnam, which has
raised demand for supporting services such as transportation, warehousing, and trade-related financial
services.”' As a result, Vietnam is increasingly viewed as a gateway to both the ASEAN and Chinese
markets.*

However, several factors inhibit Vietnam’s service sector growth, many stemming from
government policies. Among other challenges, SOEs continue to operate in a number of Vietnam’s
service sectors.” The continued presence of SOEs impedes growth and competitiveness by introducing
market distortions, as these enterprises frequently receive government investment and other forms of
preferential treatment. SOEs are the leading recipients of Vietnamese government investment, and by one

estimate state capital is roughly half as productive as private capital in Vietnam.** In 2007, the

57 Calculations based on data from OECD, OECD.Stat database.

58 Tran, “Vietnam and Korea Trade and Investment Ties Will Grow Strongly,” September 9, 2010.

% Kien et al., “Dynamic Patterns of Korea-Vietnam Trade Relations,” Summer 2010, 258.

60 Cany, “Vietnam Business Forum,” December 2, 2010, 1.

81 L ee et al., “Vietnam: Selected Issues,” December 2007, 15.

82 Tran, “Vietnam and Korea Trade and Investment Ties Will Grow Strongly,” September 9, 2010.

% Nhi, “Service Sector’s Sloping Playing Field,” November 5, 2010.

 Interview by USITC staff, Hanoi, December 6, 2010; Saich et al., “Choosing Success,” January 2008, 31.
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government announced its intentions to reduce the role of SOEs by privatizing most, excepting those in
“strategic sectors.”®> However, SOEs continue to operate in key service industries—aviation, travel,
telecommunication, banking, electricity, marine transportation, and insurance®*—and in 2009 they
accounted for roughly 38 percent of Vietnam’s GDP."’

Service firms also face challenging and time-consuming regulations.®® For example, Vietnam’s
tourism industry remains smaller than its regional competitors (figure 3) and attracts fewer return
visitors® in part because of a lengthy and confusing visa application process.”® A representative of the
tourism lobby in Vietnam reported that the country was recently passed over for the filming of a major
motion picture due to the perceived difficulty of obtaining visas, licensing, and approval to film, as well
as the logistics of moving around the country.”' Although the industry has called for reforms to the visa
process and the country wants to promote and support its largest exporting service industry, Vietnam’s
government also wants to maintain strict control over entry into the country—in part, reportedly, as a
response to other countries’ strict entry requirements for Vietnamese citizens.”? Further, unlike the
Malaysian government’s award-winning “Malaysia: Truly Asia” marketing drive, Vietnam’s government
has yet to launch a successful international tourism campaign.” In 2010, Hanoi marked its 1,000-year
anniversary as the nation’s capital with a week-long celebration, but the national tourism authority did

little to promote the event.”

85Sectors related to national security, monopoly industries, and public welfare (such as industries involved in national
defense, operation of flights and national transportation, and tobacco) remain fully state controlled. Majority state ownership is
retained in 26 specific service sectors, including electricity production, finance, insurance, publishing, and telecommunications.
Indochine Counsel, “Client Alert,” February 2011; Government of Australia, Department of Foreign Affairs and Trade, “Vietnam
Country Brief,” March 2011.

% EIU, “Vietnam,” April 2011, 10-12.

87 There are no official data on the number of SOEs in place. U.S. Department of State, Bureau of Economic, Energy and
Business Affairs, “2011 Investment Climate Statement,” March 2011.

%8 Bureaucratic red tape and a lack of transparency are frequently cited as barriers to doing business in Vietnam. Industry
representatives, interview by USITC staff, Hanoi, December 8, 2010; Hui et al., “Vietnam,” 2010, 3.

% Only 5 percent of Vietnam’s visitors return for a second visit, while Thailand’s return rate is 50 percent. Economist,
“Laying a Thousand-year Egg,” October 8, 2010.

7 Unlike Malaysia and Thailand, which offer tourist visa exemptions to citizens of many countries, including the United
States and Europe, Vietnam requires a visa of all visitors except those from ASEAN nations. Eurocham, “Position Paper:
Tourism and Hospitality,” 2011, 2.

"N TBKTVN, “Complicated Procedures Hinder Vietnam’s Tourism Development,” January 6, 2011.

2 Bland, “Vietnam Tourism,” June 6, 2011.

® Economist, “Laying a Thousand-year Egg,” October 8, 2010.

7 Ibid.
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FIGURE 3 Vietnam hosted fewer visitors than its neighbors during 2006—-10
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Sources: Singapore Tourism Board, Annual Reporton Tourism Statistics 2009, October 2010; Singapore
Tourism Board, “Fact Sheet,” February 10, 2011; Tourism Malaysia, “Tourist Arrivals and Receipts to
Malaysia,” 1998-2010 (n.d.); Tourism Authority of Thailand, “Tourism Statistics in Thailand 1998-2007,"
May 6, 2008; Baden Pusad Statistic (Statistics Indonesia), “Number of Foreign Visitor Arrivals by Port of
Entry 2008-September2011,”and “Number of Foreign Visitor Arrivals by Port of Entry 1997-2008;" GSO,
“Number of Foreign Visitors to Vietham, 1995—pre 2010,"n.d . (accessed November 16,2011).

Despite these challenges, Vietnam’s government has made progress in its transition toward a
market economy over the past 15 years, promoting growth in services and implementing reforms needed
to establish normal economic relationships with all major powers for the first time.