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IV. RECOMMENDATIONS ON TAX
EXPENDITURE REPORTING FOR
VIETNAM

Other countries’ experience suggests that tax
expenditure should be evaluated based on cost-
benefit analysis, of which a number of factors need
to be considered as the relevance, effectiveness
and efficiency of the tax expenditure in question

As tax expenditure reporting is new in Vietnam, a 2S well as its direct, indirect and induced impacts.

number of issues should be considered to make it
feasible.

°Legal framework. In order to make tax
expenditure more transparent and available for
public oversight like other types of government
expenditure, it is necessary to require tax
expenditure report to be submitted together

with annual budget document$’. The inclusion

of tax expenditure in annual budget documents
would help the legislation have an overview on
total expenditure, both direct and indirect one,

and assess the efficiency as well as opportunity
cost of tax expenditure. To make it feasible, it
is recommended that tax expenditure report to

be included in annual budget documents under *

A model which can capture both direct and indirect
impacts of tax expenditure such as CGE model
is a good option for tax expenditure estimation.
However, in the context that the database for CGE
model is not available or insufficient at present,
the government may start to report tax expenditure
through estimating the revenue foregone, a
popular method that many countries have been
applying as it is simple and easy to implement. To
estimate revenue foregone, tax authority need to
develop guidelines and reporting system which
records all tax expenditure data by categories as
tax exemptions, tax deductions, tax credits and
reduced tax rates, etc.

Capacity building. Common knowledge and

Article 47 of the State Budget Law. Once it is bound 9uidelines on tax expenditure and tax expenditure
by law, the government and Ministry of Finance 'ePorting should be disseminated to tax and

will develop guidelines and database for tax
expenditure reporting and make tax expenditure
report on an annual basis.

budget authorities at both central and local

levels. At the central level, officers in charge of
assessing impacts of tax proposals and making
tax expenditure reports should be equipped with

* Methodology and database. As discussed above, intensive knowledge, expertise and methodology

a comprehensive methodology for evaluating tax
expenditure has not been developed in Vietham.

on tax expenditure and forecasting models.

27 Currently, the State Budget Law requires following documents to be submitted at the National Assembly’s annual November meeting:
review of budget execution in current fiscal year; revenue estimates in the next fiscal year; expenditure estimates in the next fiscal year;
05 year fiscal plan; 03 year fiscal plan; public debt report; report on financial status of extra-budgetary funds, etc.
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