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Public Debt Sustainability of Vietnam
Hidekatsu ASADA, Saitarma University, Japan
Abstract

Vietnam performs relatively well among its regional peers whase average real GDP growth rate over 2014-18 was 6.6%. This
high growth was driven by the buoyant export performance - one of the strongest among South East Asian countries.

Greater integration with the global economy has benefitted Vietnam by bringing economic prosperity and the opportunity to
upgrade the industrial structure. However, external vulnerabilities remain significant. Strengthening resilience by ensuring fiscal
consolidation and enhancing the health of the financial sector is required. To ensure fiscal sustainability, the government has
established a statutory public debt ceiling of 65% of GDP, which includes public debt guarantees. Public debt reached 61% of
GDP in 2018, which implies limited fiscal space to address unexpected external shocks.

A debt sustainability analysis implies that a fiscal consolidation strategyy is required for stabilising the public debt ratio per GDP by
almost halving the primary deficit from the current level.

To promote fiscal consolidation, a et of measures aiming to increase tax revue is required such as prioritising and streamlining
overlapping tax incentives for investment promotion as well as enhancing tax collection capacity to the informal sector activities.
Additionally, to reduce risk of contingent liabilities materialising, strengthening corporate governance of state-owned enterprises is
necessary.
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