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Abstract:

This article sets out to investigate the reasong sdme household businesses decide to register and
become formal (while others do not) in order todslight on the origins of informality. We use
qualitative as well as quantitative data on houkkHmsinesses (HB) derived from first-hand
representative surveys implemented in Hanoi andCHoMinh city. The study reveals that although
most of the informal businesses operate ‘illegaliiyis is more due to unclear registration legistat
than the mark of a deliberate intention to evad@eeatonomic regulations.Among the different factors
which influence the registration decisions, thesomafor setting up the business appears to be a
determining one: the more it is a real choice (festes set up to be independent or to follow alyami
tradition) and the less a constraint (set up fok laf an job alternative), the more the HB is more
inclined to be registered. Furthermore, the analiggihlights that incentives do prove decisive faso

as the probability of having a formal business isater among HB heads who consider that
registration provides at least (Joartial protectioonf corruption. Besides, access to information, the
market and large business orders also drive tloenal entrepreneurs to register. These resultssstre
the need for clarification of the legal framewoskaell as incentive policies in order to address th
issue of informality.

Key words: Informal Sector, Vietnam, Registration, Corruptitncentives.
Résumé

Cet article se propose d'analyser les raisons lpsquelles certaines unités de productimougehold
businessesHBg)decident de s'enregistrer et de devenir fdemdet pourquoi d'autres ne le font pas)
afin d'éclairer les origines de l'informalité. Nom®bilisons des données aussi bien quantitatives qu
qualitatives sur les HB, issues d'enquétes repiatbes et de premiére main conduite par nos soins
Hanoi et Ho Chi Minh ville. L'étude revele que bigune la plupart des unités informelles opere
“illégalement”, ce trait procéde Blus d'une légistafloue et méconnue que d'une volonté délibérée
d'echapper aux regulations publiques. Parmi lefereifits facteurs qui jouent sur la décision de
s'enregistrer, le motif qui a conduit a s'établkoa compte est déterminant : plus il s'agit dénitable
choix (volonté d'échapper au salariat ou par ti@difamiliale) et moins il résulte d'une contrainte
(manque d'alternative d'emploi), et plus le chahité sera enclin a s'enregistrer. De plus, I'a®aly
met en évidence le rble des incitations dans ldbaghiité de devenir formel. Ainsi, ceux qui
considerent que l'enregistrement protege (au nuirtiellement) de la corruption sont plus nombreux
a régulariser leur situation. Enfin, l'acces ddimation, aux marchés et aux commandes des grandes
entreprises favorisent l'enregistrement. Ces m#sulsoulignent le besoin de clarification de la
{?gils_la}tion dles entreprises ainsi que l'importashegolitiques incitatives pour s'attaquer a la tjoes

e l'informalité.

Mots Clés: Secteur informel, Vietnam, enregistrement, caioup incitations.
JEL Code: J24; O17; N85



1. Introduction

The informal sector is predominant in Vietham. 002, it accounted for almost 11 million of
the country’s 46 million jobs. This representedrhyea quarter of all main jobs, with nearly
half of non-farm jobs found in the informal sectéil in all, there were 8.4 million informal
household businesses (IHBs) out of a total numibet0o3 million household businesses
(HBs), of which 7.4 million were held by an HB he&dhis/her main job and 1 million in
his/her second job (Clingt al. 2010). Hanoi and Ho Chi Minh City (HCMC), whicheathe
two main economic hubs in Vietham and the focuthisf paper, counted more than 1 million
informal household businesses (out of 1.4 millioBs) IHBs employed 1.5 million people
(2.2 million people in all HBs) and were the leaglsource of employment. In keeping with
international definitions, the informal sector iefided as all private unincorporated
enterprises that produce some of their goods amitee for sale or barter, are not registered
(no business licence) and are engaged in non-digmalactivities (ILO 2002).

The massive presence of the informal sector isspetific to Vietham: in less developed
countries, informality is the norm rather than theeption (Jitting and de Laiglesia 2009).
The economic literature contains three dominandaishof thought on the origins and causes
of informality (Roubaud 1994, Bacchetthal. 2009). The ‘dualist’ approach is an extension
of the work by Lewis (1954) and Harris and Todat@70). It is based on a dual labour
market model where the informal sector is consdldme be a residual component of this
market totally unrelated to the formal economyisias subsistence economy that only exists
because the formal economy is incapable of progieimough jobs. Unlike the dualist school,
the ‘structuralist’ approach focuses on the intpeshelencies between the informal and formal
sectors (Moser 1978, Portessal. 1989). Under this neo-Marxist approach, the infalrsector

is part of, but subordinate to the capitalist systéy providing formal firms with cheap
labour and products, the informal sector increaskes economy’s flexibility and
competitiveness. Last of all, the ‘legalist’ orfwtox’ approach considers that the informal
sector is made up of micro-entrepreneurs who prefeoperate informally to evade the
economic regulations (De Soto 1989); this libechlo®l of thought is in sharp contrast to the
other two in that the choice of informality is vatary due to the exorbitant legalization costs
associated with formal status and registration.

A brief overview of the literature on the infornssctor in Vietnam draws a mixed conclusion
about the determinants of employment in the inférsector. Many studies take up the
orthodox theory that cumbersome public regulatidrzgh de jure (2000 and 2005 Law on
Enterprises) ande factg obstruct the process of business formalizatioan(rkadie and
Mallon 2003, Taussig and Pham 2004, Malesky an&digl2009, Nguyen Trang and Pham
Minh Tu 2006, Vijverberget al. 2006). This topic draws in particular on work e tWorld
Bank’s Doing Businesgrogramme (2009) and its local offshoots such hasProvincial
Competitiveness IndgMalesky 2008). A few other studies highlight gegmentation of the
labour market, which is consistent with the dugbrapch (Rand and Torm 2012a). In the
same vein, Oostendogd al. (2009) study the household business dynamics ansider that
this is a low productivity sector that serves asagety net for the poor. A fraction of the
literature also looks at small and micro-enterisnd craft activities, especially the
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phenomenon of craft villages, which is highly sfiedio this country (Fanchette and Nguyen
2012). These craft villages specialize in one petidn each (clothing, furniture, pottery,
etc.). Together with a few formal enterprises, botimal and informal household businesses
operate there, often as sub-contractors.

This review of the literature also points up thodservations:

e First of all, few of these studies take up thernmational definition of the informal
sector based on unregistered household busineE#b®r they cover a broader
spectrum of private sector enterprises and inchiigeinformal sector in household
businesses (Taussig and Pham 2004, Oosteredaab 2009) or they adopt measures
that confuse the informal sector with informal eaywhent (Tenevet al. 2003).
Indeed, until recently, the Vietham Household LgiStandards Survey (VHLSS)
conducted by the General Statistics Office (GSO)s we only nationally
representative statistical survey providing an apipnate measure of the informal
economy (but no direct measure of the informal@gct

« Secondly, most of these studies are based on agdrtial surveys that only cover a
few hundred businesses concentrated in certainitscsiectors (for street vendors, see
Jensen and Peppard 2003) and certain provincesliffeatdepending on the study in
guestion. The most ambitious survey of small anddiom-sized enterprises in
Vietnam is managed by the Central Institute forrieenic Management (CIEM) and
the University of Copenhagen. It covers over 2,608inesses. Many studies draw on
this survey data (Rand and Torm 2012a, Tetal. 2008), but the survey cannot claim
to be representative of the informal sector (amg&ud the authors do not claim so);

« Last of all, none of these studies specifically raddes the determinants of
registration. Instead, they interview the headshofisehold businesses about their
problems and economic constraints and draw cormigsifrom their answers
concerning their registration behaviour and thesmheinants of the informal sector.
Some other studies measure segmentation by meagstiofates of wage gaps and
derive from them a diagnostic on the dualism of [di@ur market (Rand and Torm
ibid).

This article sets out to analyze the interactioesvieen the State and the informal sector in
order to improve our understanding of the origifisndormality. It goes further than the
abovementioned studies on the subject. It is tts¢ b take into account direct observations
of the informal sector based on international defins in order to analyze the determinants
of registration using econometric estimates onviddial data. Two representative surveys (
2-3 surveyk conducted by the authors specifically to measheeinformal sector in Hanoi
and Ho Chi Minh City provide the basis for this papWe also draw some results from
gualitative interviews conducted on a sub-samplthefquantitative surveys (Razafindrakoto
and Nguyen 2010).

The remainder of the paper is organized as foll@&extion 2 presents the data and the main
characteristics of the informal sector in the twaimeconomic hubs in Vietham, Hanoi and
HCMC. Section 3 presents the legislation on housieiasiness registration and describes the



extent to which the informal sector is unknown he State registration services. Section 4
sheds light on informal unit heads’ attitudes tgisgration using descriptive statistics. Section
5 estimates econometric probit models on individigaé in order to analyze the determinants
of registration. The last section concludes.

2. Informal sector data and main characteristics

The GSO conducted the Labour Force Survey (LFS}Herfirst time in August 2007 on a
large nationwide sample of 173,000 households, thi¢htechnical assistance of the authors.
In addition to the general objective to produca@at set of labour market indicators in line
with international standards, the questionnaire alas specifically designed to capture the
informal sector and informal employment. The LFSaswed employment in household
businesses (formal and informal) and painted arrativpicture of the informal sector in
Vietnam, comparing it with other sectors of activitln Vietham, household businesses are
supposed to have no more than ten employees dral/éoone establishment only. Above this
threshold, or if they have two or more establishtagidBs must become corporate enterprises
governed by the Law on Enterprises. The LFS alsmtified the household businesses’
heads, who were interviewed in the second phaseb@ew).

A specific Household Business & Informal SectbiB&IS) Survey was grafted on to the
LFS2007 and carried out by interviewing HB headstdied by the LFS, in keeping with the
framework of mixed (household-enterprise) survély®(2012). It was conducted in Hanoi in
December 2007 and in Ho Chi Minh City (HCMC) in dary 2008 under a research
programme led by the authors of this paper.

This representative business survey in each ofwioeprovinces interviewed 1,305 HBs in
Hanoi (992 informal and 313 formal) and 1,333 HBg1io Chi Minh City (962 informal and
371 formal). This targeted survey was designedrdeige reliable, low-cost estimates of the
weight and characteristics of the informal sectmsed on thd-2-3 Surveymethodology
(Razafindrakotcet al. 2009). It provided very rich and detailed inforioaton the informal
sector, which forms the basis of the research pteden this paper.

The questions were mostly quantitative, but somestjons, especially those on determinants
of registration, were qualitative in view of thelifferent nature. The answers to tH8&IS
survey on registration were rounded out by a catalé survey (semi-directive interviews)
conducted by the authors with 60 HBs in Hanoi arad Ghi Minh City. These qualitative
guestions were designed to provide more insight ihie reasons why some household
businesses decide to register and become formak(athers do not) and the implications of
registration for their business. The answers anghbject are analyzed in Section 4.

If we exclude farming activities, the total numlaérinformal household businesses comes to
approximately 300,000 in Hanoi and 750,000 in HCM®tal employment in these HBs
amounts to respectively 470,000 and one millionkes. The large gap in the number of
informal household businesses and jobs betweetwihéargest cities in Vietham (the ratio is
less than 1 to 2) may be due to two factors. FHEMC is the larger of the two cities in
terms of geographical and residential area asasafiopulatiors.Second, the private sector in
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the southern city is reportedly more developedtiascity is more market-oriented compared
with the capital city).

The informal sectors in Hanoi and HCMC share dyfamilar structure by industry (Table
1). In both cases, IHBs are concentrated essgniraflservices (respectively 40% and 42%
of total employment) andradée (31% and 29%), and only marginally imanufacturing &
construction (28% and 29%). Servicesconsist mainly of small restaurants, repair segsi
and transport;tfade of the wholesale and retail trade; andanufacturing of food and
textile & clothing products.

IHBs operate in precarious conditions and havée lisiccess to public services. They are
atomized and entrepreneurial dynamics seem limifdee informal sector comprises an
extremely high number of micro-units. In Hanoi aBsHCMC, the average size of an IHB is
1.5 workers including the IHB head. The average iz an FHB is larger, especially in
HCMC. The lack of premises is a major constraiit orevents IHBs from increasing their
manpower. Only 16% of IHBs in Hanoi and 12% of IHBs HCMC have specific
professional premises from which to run their basg About 50% of informal entrepreneurs
work from home and nearly 40% have no premises.pfbportion of IHBs operating without
premises is the highest finade and‘service§ which often work outdoors, and the lowest in
‘manufacturing where it is totally marginal.

Table 1. Characteristics of informal household basses in Hanoi and HCMC

Hanoi
IHBs Jobs Average Type of premises Mixed Income
(%) (%) size (%) (Millions VND)
No Home  Prof. Average Median
premises remise
Manufacturing 18.2 27.8 2.2 6.5 854 81 2,298 1,500
Trade 37.3 32.6 1.3 45.3 325 222 2,195 1,330
Services 445 39.6 1.3 49.1 36.9 14.0 2,553 1,557
Total IHB 100 100 1.4 39.9 44.1 16.0 2,365 1,500
Total FHB - - 2.3 5.8 35.3 58.9 3,597 1,500
Ho Chi Minh City

IHBs Jobs Average Type of premises Mixed Income

(%) (%) size (%) (Millions VND)

No Home  Prof. Average Median

premises remise income income
Manufacturing 21.9 29.6 2.0 2.0 915 65 1,919 1,300
Trade 32.2 28.7 1.3 42.5 415 16.0 2,055 1,270
Services 45.9 41.7 1.4 50.2 38.1 11.7 2,394 1,473
Total IHB 100 100 15 37.2 50.9 11.9 2,156 1,371
Total FHB - 2.6 2.9 36.3 60.8 2,750 1,500

Source: HB&IS Survey, Hanoi (2007), Ho Chi MinhyC{2008), GSO-ISS/IRD-DIAL; authors’ calculations.

The corollary of these precarious operating coodgiis poor employment, earnings and
labour conditions. Despite long working hours, @aga are low and social security coverage
is non-existent. The average monthly income amaown®s2 million VND in Hanoi and to 2.4
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million VND in HCMC (respectively 137 and 150 USD)t is higher by half for FHBs in
Hanoi and about one-third higher in HCMC. The medi@onthly income is 1.5 million VND

in Hanoi (less than 100 USD) and slightly less @MWC, without any significant difference
between IHBs and FHBs. The vast majority of the keos are self-employed or family
workers. The proportion of wage earners is very.ldlwe number of years of schooling is
below the average in Vietham. Formal agreement éatwemployers and employees in the
form of a written contract exists only in exceptbrtases. Workers in formal household
businesses benefit from better conditions thamforimal ones, even though these are far
from satisfactory. Women are overrepresented iniffemal sector, especially in HCMC
(where women represent 56% of employment compatrtdonly 42% in the formal sector).

3. Legal framework and current registration situation

In Vietham, not all household businesses have ¢isteyr. Two kinds of households are
exempt: those earning less than a certain amouatt skstrict level (which cannot be below
the minimum wage), and street vendors sa@dm(motorbike taxis).

Below a certain level of business done, househaisingsses are not required to get a
business licence and can operate freely. Housdhaihesses are exempt from business tax
(and now from personal income tax) if their turnoigetoo small. The empirical evidence
suggests that the informal sector as a whole isxawk to the State registration services.
Nevertheless, the absence of registratimmsiness licengedoes not mean that the informal
sector is not taxed; more than one-third of IHBg pae sort of tax in Hanoi (mostly local
taxes), although this proportion is much lower GMC.

The Ministry of Planning and Investment (MPI) iscimarge of fixing the rules for registration
of household businesses. Provincial MPI directeratee in charge of registration, which is
conducted in practice by the districts. The problsrthat the conditions are vague: there are
numerous criteria, exceptions and different threggcAlmost no IHBs (less than 1%) know
the threshold above which HBs have to registernEaraong the formal HBs, only a minority
claim that they know the registration legislatid®% of FHBs in Hanoi and 20% in HCMC),
and their knowledge appears to be limited sincentlagnitude of the registration threshold
that they put forward varies substantially (frormRlion to 15 million per month).

We can compute the proportion of IHBs that showddyistered by law and, conversely, the
proportion of FHBs that need not. These calculatishould be viewed with caution, as the
law itself is not very clear about which HBs sholddally have a business licence and we do
not know exactly what the actual locally adoptedeshold is above which HBs have to
register. Excluding the sectors exempt from regigin, the proportion of IHB heads earning
more than the minimum wage then provides an indrcat the percentage of ‘illegal’ IHBs
(upper bound estimator). In fact, one can condiugtralmost all household businesses (HBs)
should theoretically be registered: as the thresh@re very low, there are almost no
household businesses below them that are therexempted from registration, with haziness
subsisting as to the legal need for roving HBsetpster (Clinget al. 2010).
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Our calculations have been undertaken usingHfB&IS surveys conducted in Hanoi and Ho
Chi Minh City. The selected income variable is tperating surplus taken from thB&IS
Surveys (we prefer not to use earnings as the @d¢idas are notoriously underestimated).
We consider three legislative hypothesises: aH8$ should have a business licence when
they earn more than the minimum wage (450,000 VNI, b) this income criterion does
not apply to mobile HBs or HBs with improvised str@itches (it applies only to businesses
working at home or with professional premises);tidy income criterion applies only to
‘located’ HBs (with professional premises).

Under the first hypothesis, 95% of IHBs should bgistered in both cities (Table 2). If we
relax the hypothesis by considering that only thegh fixed premises fulfilling the income
threshold should register, the share of ‘illegatiperating IHBs drops significantly to around
70% under the loose definition of ‘premises’ (irtihg homes), and dramatically to 10%-
15% in the more restrictive case (considering d#Bs with professional premises). These
results merely reflect the fact that IHBs rarelyegie on premises. ‘Manufacturing’ IHBs are
the most advantaged in this respect (followed Brvises’ and lastly ‘trade’, the most
precarious). The figures are extremely close inwecities. The only clear-cut conclusion to
be drawn from this exercise is that HB registratiegislation is unclear and all the more
confusing for HB heads. This lack of transparerayrs a breeding ground for discretionary
decisions and for potential harassment and coonity public officials.

Table 2. Registration and ‘legality’ in the inforhszctor (%)

Hypothesisincome threshold applies to:

H1- all kinds of HBs H2- HBs at home or with H3- only HBs with
professional premises professional premises
Hanoi

% of IHBs that should be registered

Manufacturing 95.9 90.0 7.3

Trade 93.1 60.3 21.8

Services 96.0 65.7 13.0

Total IHB 94.9 68.1 15.2

% FHB* 2.7 55 42.0

Ho Chi Minh City
% of IHBs that should be registered

Manufacturing 95.4 93.8 6.0
Trade 93.4 64.0 16.0
Services 98.6 65.6 111
Total IHB 95.4 71.3 11.6
% FHB* 2.4 3.8 40.8

Note: *; for FHBs, the reported figures are the P418s that are registered while it is not compuwsfor them

to be so.
Source: HB&IS Survey, Hanoi (2007), Ho Chi MinhyC{2008), GSO-ISS/IRD-DIAL; authors’ calculations.

Turning to the FHBs, we ask why some HBs get arfass licence when they do not have to.
Based on the first hypothesis, less than 3% of FetBa less than the minimum wage, which
means that they are complying with the legislatidowever, if we consider that the income
condition applies only to HBs with premises (or,particular, industries), the diagnosis is
quite different. For instance, under Hypothesis8re than 40% in both cities are registered



when they need not be. In this case, one interjiwataould be that the cost/benefit analysis
of registering leads HB heads to register in otddbenefit from the expected advantages of
operating in the formal sector.

Lastly, whatever the ‘true’ scope of the registratformalities, legislation and procedures
should be clarified to eradicate the grey area eetw formality/informality and
legality/illegality, which is a source of both eamnic inefficiencies and inequities.

4. HB heads’ attitudes towards registration

In terms of business registration, there are twalirdit situations that are, by definition,
opposite: the situation of the IHBs, which are registered, and the situation of the FHBs,
which are registered. The vast majority of IHBsYvih Hanoi and 79% in HCMC) believe
that registration is not compulsory (Table 3). ddéion to this huge proportion, 18% do not
know whether they need to register in the capitsl(@% in HCMC). All in all, regardless of
the type of register considered (business, taxsihl security registration), from 85% to
90% of IHBs are not aware of the regulations. Itherefore essentially ignorance of their
legal obligations that leads the heads of IHBsatbtd register.

Neither the complexity nor the cost of the registraprocedures appears to be a problem and
there is no overt reluctance to cooperate withpiligic services. Only a tiny minority of less
than 2% of IHBs openly refuse all cooperation witie State. Again, less than 2% of IHBs
feel that the formalities are too complicated. lyaghe monetary cost of registration is only
raised by a maximum of 2% of those who have noisteged. A not-inconsiderable
proportion of IHBs (16% in Hanoi and 19% in HCMGJ)ea say that they are willing to get a
business licence.

Table 3. Reasons for not being registered (%)

Reasons why not registered Prepared to
register
Too Too  Registratior Not com- Don’t know Don’t want to Other Total (business
complicated expensive in progress pulsory ifhaveto cooperate licence)
register  with State
Hanoi
Manufacturing 1.0 0.8 0.5 66.5 25.5 2.1 3.6 100 918.
Trade 2.8 0.6 2.0 69.3 18.2 2.7 4.4 100 17.6
Services 1.0 0.6 0.2 76.5 14.1 2.0 5.7 100 14.1
Total IHB 1.7 0.6 0.9 72.0 17.7 2.3 4.8 100 16.3
Ho Chi Minh City
Manufacturing 1.3 0.3 0.6 83.0 4.9 0.0 910 19.2
Trade 0.9 2.0 1.7 75.1 9.3 0.0 11100 21.0
Services 0.4 1.7 1.2 80.1 7.1 0.2 910 18.4
Total IHB 0.8 1.5 1.2 79.1 7.3 0.1 10.A.00 194

Source: HB&IS Survey, Hanoi (2007), Ho Chi MinhyC{2008), GSO-ISS/IRD-DIAL; authors’ calculations.

The qualitative survey conducted by the author$ wiBs in Hanoi and Ho Chi Minh city
assesses and illustrates the findings of the gasimé HB&IS survey (see Box). The analysis
made in the previous section 3 showed that, ilagon were strictly enforced, almost all the



interviewed HBs would have to register. However stmaf the informal HBs argue that their
business is too small, claim that registration & compulsory for them, and assert that
nobody has asked them to register. Most of thermm& HBs put forward the case of the
small scale of their activity. The heads of HBsuarghat they do not really run a business,
just a ‘household activity’. So, according to thewygistration is not compulsory, though they
acknowledge their limited knowledge of the legislat which is clearly illustrated by their
declaration.

The case of street vendors and service providerdumiing their business in a public place
like pavements and small lanes in the middle ofavded neighbourhood merits special
attention. Normally, they are not obliged to beistaged, but they are banned in some streets.
Due to both their personal circumstances and bssinenditions, those micro-entrepreneurs
are not in a position to learn about and familarthemselves with the laws concerning
business registration. Not surprisingly, their lieai knowledge of the regulations puts them in
a difficult situation and is more problematic.

On the whole, IHBs stress the fact that they haasenbeen controlled by the authorities:
they have had no contact with public officials orane has asked them to register. They have
a small business located in a small street (m@dtlyome), so the authorities simply ignore
them.

Informal activities therefore look to be more a teecof spontaneous development of
economic activities by households rather than dselt of a strategy to ‘evade’ legislation in
force deemed inhibiting. The solution to the prablef non-registration in the informal sector
calls first and foremost for an active communicatpmlicy by the State and probably for an
administrative simplification of registration foriitees. However, it would not be advisable to
seek to indiscriminately increase tax pressure han informal sector, given the meagre
profitability of most IHBs.

Reasons not being/being registered
[llustration drawn from a qualitative survey in Hanoi and HCMC

The findings presented in this article can be itated by some typical answers given by the inférma
HB heads on registration, along the three followings. First, they justify their non-registration
the basis of their lack of knowledge of the ledaligation to register. Second, they declare that |d
to a lack of control, they do not get the propdormation on the legal framework and find no reason
to register. Last of all, those which are not regied usually do not see any incentive to register.

1. Lack of knowledge of legal obligations

- ‘I think that only big ‘enterprises’ need to registay business is too small so there is no need for
registration’ (a rice and groceries seller);

- ‘1 think that my business involves no financial tapionly manual work. Only if | expand my
business, | would be obliged register. ‘To expasdob grow and to become big in terms of capital,
size, to hire additional employees, etc; thers iteiquired to register. | see that in this areaanthe
front road, there is a sewing workshop and theyehawegister (a tailor);

- ‘I learnt from my friends and acquaintances that lbistaops don’t have to register as long as we
sell no products like alcohola seller of snacks and drinks);

- ‘I think that to register, you need to visit the Bament of Planning and Investment, yet | am|not
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sure about the whole procedure. My own busines®iisregistered because of its tiny scale (jus

bus)’ (a bus rental);

- ‘This business is kind of ... on a basis of familgitran, we only do it at home.. ‘Only HBs with
a shop need to registella producer of copper products);

- ‘Only if your business has account books, has mbenyts, has earnings to pay employees and
rentals’, then you have to registefa lawyer);

- ‘I just manufacture goods, no trading here, thusaed to register(a producer of aluminium an
glass doors);

- ‘1 don’t know the legislation. All | know is that | see the police officers, | have to run awhy.
not, | will be harassed or pay some mohég fruit seller - street vendor);

- ‘Whatever | do, | will be imposed a fine. | choasstand on the streets where | can run quickly
the police officers conle(flower seller - street vendor)

2. Absence of control

- ‘I did not register my activity because nobody askedto register. The same goes for all the |
operating in this street. | think it is a traditiahstreet activity. That's why the State does rsit far
registration. (a metal door manufacturer);

- ‘I do not register because it is not compulsoryuh my business from home; it is not like ot
types of businességa cake makey)

- ‘My business is not registered because | work atehdihe local authorities consider that my ho
is a normal house, they do not ask any questiongtaiy activity. It is not like shops in a big stre
(a dressmakey)

- ‘It is a small business. | do not know much aboetl#w. Administrative procedures are normg
very complicated. Nobody asked me to regisftartea and tobacco seller);

- ‘1 do not know the law, but nobody asked me to tegi$oo bad for the State, good for me becd
if | had to register, | would have to pay taxesy lspecific protection equipment, it is complicatéd.
plastic tube manufacturer);

- 'l registered the trade activity in the shop wherell the bread (as the shop front gives onto
street). Yet the manufacturing activity of making bread (with about fifty wage workers, located
the corner of a small street) is not registeredauese the local authorities cannot control {& large
informal bakery).

3. Determinants/benefits of registration

- ‘Registration is compulsory for shops in streets rehtbe local authorities usually have contt
over business activities. If HBs are not registetée authorities impose penalties on thefa.paint
seller with a shop in the street);

- 'l am registered because it is compulsory for HEd tbn a business in this marKeta fabric seller
in a market);

- ‘If | compare my situation with other HBs which ai@ registered, | do not have to pay a spe
amount to the police (except monthly and annuagdpaxpolicemen do not bother méa clothes
seller located in a big stregt)

- 'Officers from the local authorities asked me toistgy. If | had not registered, they would hg
come back regularly, almost every day. That's wiagySo | decided to register. Still, there are sq
hairdressers who obstinately refuse to registgx hairdresser located in a big street);

- *As regards registration, if a public official asketk to register, | would be prepared to do so. E
until now, nobody has asked me, so why should istex§ Registration does not give you g

—
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HBs
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advantages. On the contrary, it entails complicaagleninistrative procedures and tax payme(d.
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plastic tube manufacturer)

- ‘I found no advantages for HBs to be registeredudltt, registered HBs have more problems than
unregistered ones since they have to deal with @idinative formalities, taxes, rates, étda
hairdresser).

Source: Qualitative survey, Hanoi and Ho Chi Mirity(2007 & 2009, GSO-ISS/IRD-DIAL

The views of the formal household businesses atepkarly interesting when it comes to the
potential advantages of registration (Table 4). ften benefit they see in registration is to
avoid corruption (70% in Hanoi and 57% in HCMC), igth suggests that the risk of
corruption is perceived as being particularly higimich does not mean that actual corruption
is; see below). The other two advantages they rseegistration, although way behind the
first, are access to better locations and the piisgiof winning contracts with large firms.
All in all, the vast majority recognize that beinggistered is positive: only 2% of FHBs in
Hanoi and 14% in HCMC consider there is no advantadpeing registered.

The informal sector, which is not registered, adees reducing the risk of corruption as a
major incentive for registration: 32% of IHBs in #ta and 28% in HCMC share this point of
view, which confirms the importance of this issikevertheless, nearly 50% in both cities
consider that there is no point in registering, gasing that registration gives household
businesses few advantages. This huge gap betweeneth advantages of registration
perceived by HBs already registered and the loweetgtions of IHBs suggests that more
effort should be put into informing IHBs about thetential rights gained by registering their
activity.

Table 4. Opinion and experience of business registr procedure in the informal sector (%)

Main advantage of registering business

Access to loan Access to Sale to Adver- Face less Other No Total
market place large tising corruption Advantage
firms
Hanoi
Manufacturing 8.9 13.2 4.8 2.4 29.5 2.2 39.0 100
Trade 5.0 10.2 4.3 0.6 32.1 1.8 46.0 100
Services 4.9 8.7 1.5 1.1 33.2 5.0 45.6 100
Total IHB 5.7 10.0 3.2 1.2 32.1 3.3 44.5 100
Total FHB 3.3 14.9 6.7 1.9 69.7 0.5 2.8 100
Total HB 5.2 11.0 3.9 1.3 394 2.8 36.4 100
Ho Chi Minh City
Manufacturing 3.1 13.2 55 1.2 29.4 10.1 37.4 100
Trade 4.3 11.8 2.9 0.3 23.2 51 52.5 100
Services 2.3 7.6 0.7 0.4 30.6 5.8 52.6 100
Total IHB 3.1 10.2 2.5 0.5 28.0 6.5 49.2 100
Total FHB 3.9 154 5.0 0.7 56.6 4.8 13.7 100
Total HB 3.3 115 3.1 0.6 35.2 6.1 40.2 100

Source: HB&IS Survey, Hanoi (2007), Ho Chi MinhyC{2008), GSO-ISS/IRD-DIAL; authors’ calculations.

Formal HBs (i.e. registered) are mainly those witbfessional premises (or a fixed location
in a market) located in busy streets. Most of tla@enengaged irtrade (or ‘servicessuch as
a coffee shop). Their business is a visible onemodides a fairly high level of income (see
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Table 1 above). When the interviewer of the quiitasurvey asked why they had decided to
become formal, they said that it is compulsory ey have to register to avoid trouble with
the authorities. According to them, they face lgssible with public officials if they are
registered.

Nevertheless, some informal HBs are not really bavadl some of their characteristics are
similar to formal HBs (high income in a busy stje&o the reason why some HBs have to
comply with the law (under pressure from publia®@é#is) while others are not concerned by
the law is not totally clear. The former (the fotrhBs) might just be the ones chosen by the
public officials to be controlled and which decidedavoid problems leading to the payment
of fines or gifts many times a year. Thereforeatamn appears to be a key variable. The HBs
that prove to be the potential targets of conteots those that can be easily spotted and/or
show enough external signs of wealth. In many ¢aseés hard to imagine that the public
officials are not aware of the existence and schtee HBs’ activities.

So even though most of the HBs do not specifidajiyto evade paying tax, for some HBs, it
is the main reason why they have not registeredveyver, for the latter, it seems that their
strategy is based less on a real intent to conipletenceal their activity than on the
opportunity of making the most of lax law enforcerand ineffective control. Most of the
informal HBs declare that they would be preparedetpster their activity should it prove to
be compulsory. This finding confirms the fact thhey do not deliberately intend to be
outside the law. However, they are prepared toodib there are some incentives like specific
public support to expand their business (accessetdit, premises, information, training, etc.).

Many HB heads stressed the fact that becoming flodmes not provide any advantages. Far
from it, in fact, as heads of HBs merely have tgy maore taxes and procedures are
complicated. Those who register their businesdhaenost visible ones. As they are subject
to some sort of control by the authorities, thegide to comply with the law instead of
paying regular ‘gifts’ to public officials. Whileosne informal HBs pay taxes like the formal
ones, the majority do not pay any taxes. HBs doknotv how taxes are calculated and see
them as being set in an arbitrary fashion (follayunegotiations between the HB head and the
public official). Moreover, in addition to taxes,large number of HBs have to periodically
give a not-inconsiderable amount of money to publicials. The borderline between fines,
“voluntary contributions” and corruption is not aws clear for the HB heads, so this form of
payment has become normal for them.

5. What are the explanatory factors behind registrdon?

TheHB&IS Survey has the advantage of capturing both fokifigd and informal HBs at the
same time. We propose here using an econometimoagin to study more in detail why
some production units register and others do npte®imating simple probit models, we do
not pretend to tackle endogeneity issues (given @woss-section surveys, no credible
instruments are at hand), but to find significasgaeiations. The purpose of this is to identify
different types of factors (correlates) and analyze extent to which they may have
influenced business heads’ decisions to becomeadlorfirhis clarification rounds out the
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analysis presented above in this paper and thetafivad approach presented in Box 1. The
explanatory factors can be classed into three oat=sy

« The first factors are those directly related toldggslation in force;

* The second category covers individual factors astet either with the production
unit heads’ characteristichhéad of household busin8ssr, in a corollary way, with
the reasons why they set up the units;

* The third category concerns the incentives.

Tables 5, 6 and 7 present the results of our ecetranestimations taking into account these
three different kinds of factors. The Pseudo-R2 tiooially increases when we add

explanatory factors: it is 0.10 only when we tak®iaccount three factors related solely to
legislation (size, number of wage workers and vadéed); and it increases when we add
factors related to the HB heads’ characteristicabl@ 6). The Pseudo-R2 reaches its
maximum level when the three categories of factwes taken into account in the model

(Table 7).

5.1 Legidation-driven factors

Bear in mind that HBs meeting a certain number rdkga theoretically have to register.
Although the definition of these criteria and hdvey are enforced remains somewhat vague,
they do concern three HB characteristics: incomeegded (if the income they generate
exceeds a given threshold); type of premises (gpeaictivities do not have to register); and
type of business (some activity sectors are sulbgespecial controls). If the law were strictly
enforced, these characteristics would be enouglexi@ain why some HBs are formal
(registered) and others are informal (unregisterelbwever, in keeping with the previous
analyses, our econometric results find this toaodrbm the case.

The model’'s findings (Table 5) show that HB incomas well as size, are positively and
significantly correlated with the registration dgon. The probability of registering increases
with the annual value-added generated by the wmitsith their size (number of workers).
The question could be asked as to the directiahefcausality for these two variables. Did
the HB’s level of business lead its head to regts@r did the fact of being registered enable
the business to grow? Based on panel data of \firetea manufacturing SMEs, Rand and
Torm (2012b) conclude that formalizing is benefidath to firms and the workers in these
firms. However, in both cases, concern to complhwhe law (at the time of registration or
before) could well have played a role. Note thatldygislation does not directly consider HB
size (number of persons working in the unit) asiteron (except for units employing more
than ten people, which must then register purstmnbhe Law on Enterprises). Yet size is
closely correlated with the level of business amakasier to measure reliably than income
generated (or value-added). Secondly, the largeruthits, the more visible they are and
therefore the more likely they are to be controlgdoublic officials, forcing them to register.
Moreover, given identical business size, the proiabof registration would appear to
decrease with the number of employees (all the HBs made up of an HB head
accompanied, where applicable, by family workersd amployees). This finding could reflect
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a will to dodge the obligation to register theseplaypees with social security, a hypothesis
consistent with Castel and To's results (2012)oomé&l enterprises.

In terms of activity sectors, the law singles owtimhy roving businesses (which are exempt)
and a few specific activities calling for strictntools (health and safety: sale of food products,
pharmaceuticals, gas, etc.), which are legally botmregister. So, aside from these few
specific activities, we might expect to find relatiy homogeneous behaviour in terms of
registration. Yet the probability of registeringries a great deal from one sector to the next.
Manufacturing activities (textiles, manufacturefobd products, etc.) and especially HBs in
the “construction” sector turn out to be the lgastined to register. Service activities are in a
mid-range position, but the probability of theirirmge registered remains lower than roving
traders. Trade businesses are the most liableniplgowvith the law. Of these, in keeping with
the legislation, wholesale traders and retail tredet up in specific stores are more likely to
register as formal businesses than roving traders.

Lastly, the type of premises plays a decisive ioleegistration. The decision to register is
found much more frequently among HBs with profesaiogpremises and is much scarcer
among HBs without fixed business premises. HBs that their business from home are
found between these two extremes.

Table 5. Explanatory factors for HB registratioggiklation-related factors
@) 2 3 “4)

Size (Total number of workers) 0.5%** 0.5%** 0.5%** 0.4%**
(9.991) (9.676) (9.676) (7.130)

Number of employees -0.3%** -0.3%** -0.3%** -0.2%**
(-6.998) (-5.217) (-5.217) (-4.109)

Value-added (annual) 0.0*** 0.0*** 0.0*** 0.0***
(7.664) (6.600) (6.600) (6.328)

Sector (reference: outside retail store)

Textile, leather, shoes -0.4%**
(-2.975)
Food processing & other manufacture -0.3* 0.1 0.1
(-2.478) (0.643) (0.414)
Construction -2.1%** -1 7F -1.4%%*
(-5.773) (-4.554) (-3.714)
Wholesale trade 0.3* 0.3* 0.3*
(2.126) (2.126) (1.696)
Retail trade professional stores 0.6%** 0.6%** 0.5%**
(5.946) (5.946) (4.672)
Hotel accommodation -0.4%** 0.1 -0.4%**
(-3.833) (0.476) (-2.636)
Repair service -0.2 0.3* -0.4*
(-1.038) (1.766) (-1.822)
Transport service -0.5%**
(-3.499)
Other services 0.1 0.6*** -0.1
(1.194) (4.578) (-0.645)

Industry (reference: services)

Manufacturing & construction 0.1 -0.5%**
(0.354) (-2.793)
Trade 0.5%+* -0.1
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(3.499) (-0.837)

Type of premises (ref.: outdoor premises)

Professional premises 1.8%**
(16.30)
Premises at home 1.0%**
(9.454)
Intercept -1.5%* -1.5%* -2.0%** 2.3
(-20.87) (-13.99) (-16.05) (-15.82)
Observations 2,637 2,637 2,637 2,637
Pseudo R2 0.10 0.19 0.19 0.31
Log-likelihood -1,360 -1,223 -1,223 -1,046

Note: Probit estimation. z statistics in parentlese
*** coefficient significant at the 1% level. ** gnificant at the 5% level. * significant at the 108%el.

Source: HB&IS Survey, Hanoi (2007), Ho Chi MinhyC{2008), GSO-ISS/IRD-DIAL; authors’ calculations.
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5.2 Individual factors

With respect to the HB heads’ characteristics,tlfirshe level of education significantly
influences their behaviour with regard to the ligien. The most well-educated are more
inclined to register. They are better informed, enable to handle the procedures and more
ambitious when it comes to developing their busn&econdly, women seem less willing to
register the businesses they run, but the signifieaf the coefficient is small (Table 6). This
finding could be due to their attitude to theiriaty, which they do not see as a real
‘business’, but as an *auxiliary’ activity. In lingith this logic, the reasons why the HBs were
set up also influence the registration decisionssiesses set up to be independent or to
follow a family tradition display a greater probitlyiof being formal compared with those set
up for lack of an alternative (for want of a wag)j or to make extra income for the
household (auxiliary activity). Therefore, the faihor informal nature of a business would
appear to be determined right from its creatiomsxiently, the number of years in business
apparently has no impact on registration, confignthat many HBs are stuck in an
‘informality trap’. Lastly, migrants, more vulneraband less confident about how long their
businesses will last, are less likely to registeem. All these findings are in line with the
literature which stresses that micro firms’ dynasni@ike formalization and economic
performance) are highly dependent on the reasoséfbing up the business: the more it is a
real choice (and the less a constraint), the moedHB is economically efficient (Perry et al.,
2007).

53 I ncentives

The unit heads (formal and informal) were askeduaiioe advantages they could gain from
registering their businesses. The incentives theptibned prove decisive insofar as, other
things being equal, the probability of having anfat business is greater among those who
mention them (compared with those who raise no ratdges). Access to credit is one
exception since it could potentially be facilitateég registration, but this benefit is not
confirmed by the registered HBs (Table 7). Howewsgess to markets, the possibility of
developing relations with large firms and the poditsy of becoming known all appear to
have influenced the unit heads’ decisions to regisimilarly, one of the factors mentioned
the most by the formal HBs is that registration nsethey are less exposed to corruption.
Turning from opinion to experience, being actualfected by corruption is a significant
factor in favour of formalizing the business, comiing that registration may be an effective
way to reduce corruption.

These findings are paradoxical in that formal HBs @so the hardest hit by corruption (see
Table A in annex). To solve this paradox, we hattglisd the cross effects of the two
variables (actual experience of corruption, on tme side, and saying that registration
reduces corruption, on the other). The results shiat registration is positively and

significantly correlated with mentioning this advage, irrespective of whether the HBs are
victims of corruption or not. So registration prdes at least partial protection from

corruption (as the HBs feel they would be hardeiflihey were informal).
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Table 6. Explanatory factors for HB registratiavitll individual factors)

(5) (6) @)
Size (total number of workers) 0.3*** 0.3 0.4%%x
(6.247) (6.209) (6.619)
Number of employees -0.2%** -0.2%* -0.3%*
(-3.724) (-3.878) (-4.543)
Value-added 0.0%** 0.0*** 0.0%**
(6.786) (6.667) (6.120)
Industry (reference: service)
Manufacturing & construction -0.4%** -0.4%** -0.4%*
(-3.891) (-4.004) (-3.504)
Trade 0.4%** 0.4%** 0.5%*
(6.403) (6.179) (6.700)
Type of premises (ref.: outdoor premises)
Professional premises 1.5%** 1.5%x* 1.4%**
(12.33) (12.07) (10.98)
Premises at home 0.6%** 0.6%** 0.5%**
(5.128) (5.060) (4.151)
Owner of premises (ref.: squatted or other)
Own premises 0.7%+* 0.7%+* 0.7%+*
(5.268) (4.827) (4.872)
Rented premises 0.6%** 0.6%** 0.6%**
(4.715) (4.273) (4.430)
Nb years existence 0.0 0.0 0.0
(0.856) (0.777) (1.362)
Household main client -0.2** -0.2** -0.2*
(-2.153) (-2.067) (-1.899)
Reason for setting up HB (ref.: no job as wage
worker)
Reason: to get higher income 0.1 0.1
(1.128) (0.983)
Reason: to be independent 0.5%** 0.5%**
(5.330) (5.408)
Reason: family tradition or other 0.2* 0.2*
(1.766) (1.817)
Characteristics of HB head
Female -0.1*
(-1.915)
Education: lower secondary (ref.=primary) 0.3**
(2.260)
Education: upper secondary (ref.=primary) 0.6%**
(5.478)
Education: university (ref.=primary) 0.8***
(5.861)
Migrant -0.4**
(-2.147)
Intercept -2.6%** -2.8%** -3. 1%
(-15.41) (-15.67) (-15.20)
Observations 2,636 2,636 2,636
Pseudo R2 0.30 0.31 0.34
Log-likelihood -1,056 -1,039 -1,004

Note: Probit model. z statistics in parenthesesp®0.01, ** p<0.05, * p<0.1
Source: HB&IS Survey, Hanoi (2007), Ho Chi MinhyC{2008), GSO-ISS/IRD-DIAL; authors’ calculations.
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Table 7. Explanatory factors for HB registratiorittwincentives)

(8 9 (10)
Reason for setting up HB (ref: no job as wage worker)
Reason: to get higher income 0.1 0.1 0.1
(1.151) (0.908) (0.898)
Reason: to be independent 0.5%** 0.5%** 0.5%**
(4.982) (4.967) (4.973)
Reason: tradition or other 0.3* 0.3* 0.2**
(2.421) (2.283) (2.265)
Characteristics of HB head
Female -0.2%* -0.1* -0.1*
(-2.103) (-1.726) (-1.717)
Education: lower secondary 0.2** 0.2** 0.2**
(2.112) (2.040) (2.054)
Education: upper secondary 0.6*** 0.6%** 0.6%**
(5.115) (5.082) (5.084)
Education: university 0.8*** 0.8*** 0.8***
(5.221) (5.169) (5.188)
Migrant -0.3 -0.3 -0.3
(-1.636) (-1.516) (-1.507)
I ncentives (advantage of registration according to the HB head)
Reference='no advantage’
Advantage: access to credit 0.3 0.3 0.3
(1.451) (1.505) (1.513)
Advantage: access to market 0.6*** 0.7%** 0.7%**
(5.506) (5.484) (5.492)
Advantage: access to big firm 0.8*** 0.8 0.8**
(4.401) (4.484) (4.507)
Advantage: advertising 1.0%** 1.0%** 1.0%**
(3.017) (2.935) (2.913)
Advantage: other 0.7%** 0.7%** 0.7%**
(3.950) (3.786) (3.754)
Advantage: less corruption 1. 1% 1.1%x
(11.85) (11.69)
Victim of corruption 0.6*** 0.7%**
(4.125) (3.295)
‘Adv. less corruption’*victim of corruption’ 0.9%**
(3.161)
‘Adv. less corruption*Not victim of corruption’ 1.1%x*
(11.61)
Intercept -3.8%** -4.0%** -4,0%**
(-16.50) (-16.60) (-16.63)
Controls: legislation + individual characteristics Yes Yes Yes
Observations 2,636 2,636 2,636
Pseudo R2 0.39 0.40 0.40
Log-likelihood -918 -910 -910

Notes: Probit model. z statistics in parentheses

Coefficients for the factors related to the legiska the owner of the premises and the type ofazuer are not
reported here since they remain unchanged (seel f¥)de Table 6).
*** coefficient significant at the 1% level. ** sigificant at the 5% level. * significant at the 108%el.

Source: HB&IS Survey, Hanoi (2007), Ho Chi MinhyC{2008), GSO-ISS/IRD-DIAL; authors’ calculations.
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5. Conclusion

It has often been claimed that informality is calidg/ an excess of public regulations,
especially steep rates of taxation in the formatme and the deliberate will on the part of
informal set-ups to evade the legislation (i.e. df®vementioned ‘legalist’ approach). This
theory is partially refuted in the case of Vietnahi.in all, regardless of the type of register
considered (business, tax and social security tragjien), almost all the IHBs are unaware of
the regulations. This situation is consistent i@ results obtained by Tran Tien Cuaal.
(2008) based on a large sample of household bwssisesurveyed in more than ten
Vietnamese provinces. It is therefore essentigihyprance of their legal obligations that leads
the heads of informal household businesses todfadgister.

In general, IHBs benefit from the haziness surraugndhe issue of registration regulations.
Even though this behaviour is partly involuntaiiftlé understanding of the laws), informality
does mean they evade taxes and certain regulatibiesobserve here a combination of
characteristics in keeping with the ‘dualist’ (sabove regarding earnings and labour
protection) and ‘legalist’ approach, although th#dr is only really confirmed for a small
number of IHBs. Indeed, although they pay lesssar®st IHBs consider that they would be
less subject to corruption if they registered. dididon, the reasons why the HBs were set up
also influence the registration decisions. Busiegset up to be independent or to follow a
family tradition (reflecting a positive choice) lena greater probability of being formal
compared with those set up for lack of an alteweafior want of a wage job) or to make extra
income for the household (‘auxiliary activity’). Ral data analysis (now available with a
second round oHB&IS Surveys) may be a useful avenue to strengtheneoomometric
results, by controlling for time invariant unobsalples and better addressing endogeneity
issues.

To conclude, some policy implications may be draah.in all, it appears that the informal
sector has not yet really attracted the attentialeserves from the Vietnamese authorities. A
vast majority of informal household businessesdvelithat registration is not compulsory, in
spite of the fact that our analysis underlines thast of them should be registered according
to the regulations. In general, formalising IHBss&en as a way of increasing government
revenues (by taxing those IHBs not previously sttbje the tax) and improving IHBS’
operating conditions and earnings. In Vietnam, liHgjistration does not appear to be
perceived as difficult (World Bank 2011). The piipris therefore, first and foremost, to put
in place formalization incentives, which could take form of granting special advantages
(access to credit, social protection, access tdepsmnal premises, etc.). Given that our
analysis shows that some HBs are informal by choircthe basis of a cost-benefit calculation
of formalization, this means changing their tradfeterms.
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ANNEX

Table A. Descriptive statistics on household busses (%)

Hanoi HCMC

IHBs FHBs IHBs FHBs
Individual HB head characteristics
-Women 53.5 51.3 57.8 53.9
-Number of years of schooling 9.5 11.2 7.9 9.9
-Migrant 1.0 1.7 8.0 4.0
Main reason for setting up an HB
-Did not find wage-earning work 30.6 13.8 18.9 6.4
-Did not find wage-earning work in HB 11.9 6.5 11.1 2.4
-To get a better income 28.8 33.9 14.7 18.3
-To be independent (own boss) 14.2 31.0 34.1 54.4
-By family tradition 2.6 10.5 7.4 12.5
-Other 11.8 4.4 13.7 6.1
Pay taxes
-Business tax 16.4 88.1 1.6 78.4
-Income tax 1.7 28.0 1.1 57.0
-Local taxes 23.1 21.6 12.6 18.5
Victim of corruption
-Incidence of corruption 4.5 7.4 1.6 4.4
-(In event of problem) paid a fine 15.8 14.1 9.6 120
-(In event of problem) paid a bribe 14.2 27.0 13.0 19.8

Source: HB&IS Survey, Hanoi (2007), Ho Chi MinhyC{2008), GSO-ISS/IRD-DIAL; authors’ calculations.

! The authors conducted a research programme imafietas members of the DIAL team (Development,
Institutions and Globalisation) from the Frenchtilm$ de Recherche pour le Développement (IRD) in
collaboration with the General Statistics OfficeS@@) from 2006 to 2011.

2 The HB&IS Survey was conducted before the govemitmeecision to expand Hanoi province, which was p
into effect in August 2008. According to the 2008pRlation Census, which included ‘greater Handieg t
population of the country’s capital (6.5 milliorhiabitants) is now almost equal to HCMC (7.1 mil)ion

3 On average, 1USD=16,000 VND in 2007.
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