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)uRP�ODWH�������IHDuV�RI�D�VRYHuHLJQ�GHEW�
crisis�developed�among�¿scally�conservative�
LQYHVWRuV� FRQFHuQLQJ� VRPH� (XuRsHDQ� VWDWHV��
with�the�situation�becoming�particularly�tense�
LQ�HDuO\������

The� euro� zone� does� not� look� viable� in�
its� current� form.� Either� the� Europeans� now�
go� their�own�ways� or� -�more� likely� -� a� core�
group� moves� toward� greater� integration,�
including� integration� of� ¿scal� policy.� But� it�
seems�unlikely�that�this�new�core�will�include�
Greece,�and�the�thinking�in�¿nancial�markets�

is� that� Portugal� and� some� others� (Spain?�
Ireland?)�will�also�be�excluded.�The�need�for�
D�PRuH�LQWHJuDWHG�Ru�FRPsOHWH�sROLWLFDO�XQLRQ�
remains� more� open;� this� seems� less� likely,�
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Since�2009,�concerns�of�a�sovereign�debt�crisis�developed�among�¿scally�conservative�
investors� concerning� several� European� Union� (EU)� and� euro-zone� member� states,� the�
so-called�PIIGS,� i.e.� Portugal,� Italy,� Ireland,�Greece,� and� Spain.�That� led� to� a�crisis� of�
con¿dence�as�well�as�the�widening�of�bond�yield�spreads�and�risk�insurance�on�credit�default�
swaps� (CDS)� between� these� countries� and� other� euro-zone� members,� most� importantly�
Germany.�Many� observers� argue� that� the� creation� of� the�European� single� currency� has�
contributed�to�the�debt�crisis�in�Europe,�and�that�the�future�of�the�Euro�is�a�key�concern�for�
investors�and�markets.�Hence,�an�objective�of�the�paper�is�to�illustrate�the�origins�of�the�
debt�crisis,�and�some�policy�response�in�EU.�Besides,�this�study�recommends�some�policies�
for�implementing�a�strategic�plan�on�public�debt,�including�restructuring�debts,�resending,�
or�borrowing�to�¿nance�important�and�effective�programs�and�projects�and�ensure�national�
¿nancial�security.

.H\ZRUGV��debt�crisis,�policy�implications
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HYHQ� IRu� FRXQWuLHV� WKDW� HVVHQWLDOO\� VKDuH� WKH�
same�¿scal�policy�going�forward.

�����&DXVHV�ZLWKLQ�WKH�3,*6

The�Greek�economy�was�one�of�the�fastest�
growing� in� the�Eurozone�from�2000� to�2007;�
during�that�period,�it�grew�at�an�annual�rate�of�
4.2%� as� foreign� capital� Àooded� the� country.�
$� VWuRQJ� HFRQRP\� DQG� IDOOLQJ� ERQG� \LHOGV�
allowed� the� government� of� Greece� to� run�
large� structural� de¿cits.� To� keep� within� the�
PRQHWDu\� XQLRQ� JXLGHOLQHV�� WKH� JRYHuQPHQW�
of� Greece� (like� many� other� governments� in�
the�Euro�zone)�had�misreported� the�country’s�
of¿cial�economic�statistics.�In�the�beginning�of�
2010,�it�was�discovered� that�Greece�had�paid�
Goldman� Sachs� and� other� banks� hundreds�
RI� PLOOLRQV� RI� GROODuV� LQ� IHHV� VLQFH� ����� IRu�
DuuDQJLQJ�WuDQVDFWLRQV�WKDW�KLG�WKH�DFWXDO�OHYHO�
of�borrowing.�The�purpose�of�these�deals�made�
by� several� subsequent� Greek� governments�
was� to� enable� them� to� continue� spending�
while� hiding� the� actual� de¿cit� from� the� EU.�
The�emphasis�on�the�Greek�case�has�tended�to�
overshadow�similar�serious�irregularities,�usage�
RI� GHuLYDWLYHV� DQG� ³PDVVDJLQJ´� RI� VWDWLVWLFV�
(to� cope� with� monetary� union� guidelines)�
WKDW�KDYH�DOVR�EHHQ�REVHuYHG�LQ�FDVHV�RI�RWKHu�
EU� countries;� however�Greece�was� the� most�
publicized�case.�Greece�has�been�able�to�issue�
D� JuHDW�GHDO�RI� GHEW�²�DQG� uXQ� D� ELJ�EXGJHW�
de¿cit�—�because�European�banks�did�not�think�
it�was�dangerous�to�lend�to�a�Eurozone�country.�
This� expectation� has� now� been� validated� in�
ODuJH�sDuW�E\�WKH�EDLORXW�PHDVXuHV�sXW�LQ�sODFH�
over�the�weekend�(Thesing,�&�Krause-Jackson,�
������7LOIRuG��������

The�Irish�economy�expanded�rapidly�during�
the�Celtic�Tiger�years� (1997–2007)�due� to� a�
low�corporate�tax�rate,�low�ECB�interest�rates,�

and�other�factors.�This�led�to�an�expansion�of�
credit�and�included�a�property�bubble,�which�
petered�out�in�2007.�Irish�banks,�already�over-
exposed� to� the� Irish� property� market,� came�
XQGHu�VHYHuH�suHVVXuH�LQ�6HsWHPEHu������GXH�
to� the� global� ¿nancial� crisis� of� 2007-2010�
�%DuELHuL��������

The� story�of� Portugal� is� over-expenditure�
DQG� LQYHVWPHQW� EXEEOHV�� $� uHsRuW� sXEOLVKHG�
LQ� -DQXDu\� ����� GHPRQVWuDWHG� WKDW� LQ� WKH�
period� between� the�Carnation� Revolution� in�
����� DQG� ������ WKH� GHPRFuDWLF� 3RuWXJXHVH�
5HsXEOLF� JRYHuQPHQWV� KDYH� HQFRXuDJHG�
over-expenditure� and� investment� bubbles�
WKuRXJK� XQFOHDu� sXEOLF�suLYDWH� sDuWQHuVKLsV�
DQG� IXQGLQJ� RI� QXPHuRXV� LQHIIHFWLYH� DQG�
unnecessary�external�consultancy�and�advisory�
of� committees� and� ¿rms.� This� allowed�
FRQVLGHuDEOH�VOLssDJH�LQ�VWDWH�PDQDJHG�sXEOLF�
works� and� inÀated� top� management� and�
head� of¿cer� bonuses� and� wages.� Persistent�
DQG� ODVWLQJ� uHFuXLWPHQW� sROLFLHV� ERRVWHG�
WKH� QXPEHu� RI� uHGXQGDQW� sXEOLF� VHuYDQWV��
Risky� credit,� public� debt� creation,� and�
European�structural�and�cohesion�funds�were�
PLVPDQDJHG�DFuRVV�DOPRVW�IRXu�GHFDGHV��7KH�
Prime�Minister�Socrates’s�cabinet�was�not�able�
WR�IRuHFDVW�Ru�suHYHQW�WKLV�LQ�������DQG�ODWHu�LW�
was� incapable�of�doing�anything� to� improve�
the� situation� when� the� country� was� on� the�
verge�of�bankruptcy�by�2011�(Hewitt,2011)

Spanish�¿nancial�crisis�became�a�part�of�the�
World� Late-2000s� ¿nancial� crisis.� In� Spain,�
the� crisis�was� generated� by� long� term� loans�
�FRPPRQO\�LVVXHG�IRu����\HDuV���WKH�EXLOGLQJ�
market� crash�which� included� the�bankruptcy�
RI�PDmRu�FRPsDQLHV��DQG�D�sDuWLFXODuO\�VHYHuH�
increase� in� unemployment,� which� rose� to�
������LQ�)HEuXDu\������
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6KRuWO\� DIWHu� WKH� DQQRXQFHPHQW� RI� WKH�
EU’s� new� “emergency� fund”� for� Eurozone�
countries� in� early� May� 2010,� Spain’s�
government� announced� new� austerity�
measures� designed� to� reduce� the� country’s�
budget�de¿cit.�The�socialist�government�had�
hoped� to� avoid� such� deep� cuts,� but� weak�
economic� growth� as� well� as� domestic� and�
LQWHuQDWLRQDO�suHVVXuH�IRuFHG�WKH�JRYHuQPHQW�
to� expand� on� cuts� already� announced� in�
January.� As� one� of� the� largest� Euro� zone�
economies�the�condition�of�Spain’s�economy�
LV� RI� sDuWLFXODu� FRQFHuQ� WR� LQWHuQDWLRQDO�
REVHuYHuV��DQG�IDFHG�suHVVXuH�IuRP�WKH�8QLWHG�
States,�the�IMF,�other�European�countries�and�
the�European�Commission� to� cut� its� de¿cit�
PRuH�DJJuHVVLYHO\�-RKQVRQ��������

+RZ�GRHV� D� FRXQWU\� WKH� VL]H� RI�*UHHFH�

SRVVHVV� WKH� DELOLW\� WR� VHQG� VKRFN� ZDYHV�

WKURXJKRXW�WKH�ZRUOG"

)LuVW�� PDQ\� JRYHuQPHQWV� KDYH� FRPPRQ�
lenders,� including� big� international� banks�
DQG�KHGJH�IXQGV��$�ODuJH�ORVV�LQ�RQH�QDWLRQDO�
market�lowers�the�total�amount�of�capital�they�
can� commit.� Often� they� pull� back� across� a�
EuRDG�IuRQW�

6HFRQG��FRQFHuQV�DERXW�GHEW�VXVWDLQDELOLW\�
in� one-country� acts� as� a� wake-up� call� to�
investors,� who� scour� their� holdings� for�
risks� posed� by� other� economies� in� similar�
circumstances.�When�they�look�hard�enough,�
they�usually�¿nd�cause�for�concern,�triggering�
a� withdrawal� of� funds.� Citizens� of� Greece�
and�Japan�may�speak�different�languages,�but�
a� worried� portfolio�manager� hears� only� that�
both� countries� have� ongoing� budget� de¿cits�
and�a�large�outstanding�stock�of�debt.�Indeed,�
WKRVH�LQFOLQHG�WR�EH�QHuYRXV�DERXW�JRYHuQPHQW�
¿nances� do� not� have� to� look� beyond� the�

borders�of�Europe.�Ireland,�Portugal�and�Spain�
are�running�large�budget�de¿cits�in�proportion�
to�their�respective�G.D.P.’s.

Third,� Greece� casts� a� long� shadow� on�
WKH� (XuRsHDQ� FRQWLQHQW� EHFDXVH� ��� RWKHu�
countries�share�a�common�currency�with�it,�
the�euro.�Greece’s�debt�problems�have�raised�
a� question� that� European� of¿cials� thought�
had� been� buried� with� the� introduction� of�
WKH� VLQJOH� FXuuHQF\� LQ� ������:LOO� WKH� HXuR�
survive?� For� an� international� investor,� this�
PHDQV� WKDW� WKH�suLFH�RI�DQ\�(XuRsHDQ�DVVHW�
VKRXOG� LQFRusRuDWH� VRPH� FRPsHQVDWLRQ� IRu�
currency�risk.

That� situation� meant� two� things.� One�
was� that� the� economic� pressures� on� these�
European�Union�members,�as�their�downturns�
deepened,�would�lead�them�to�exit�the�euro�(so�
WKH\� FRXOG� GHYDOXH� WKHLu� HFRQRPLHV� WR� VsXu�
a� recovery).� The� second�was� that� the� shock�
waves,�both�to�the�European�banks,�and�via�a�
euro�zone�recession,�would�have�an�impact�on�
RWKHu�HFRQRPLHV�

�����3ROLF\�UHVSRQVHV

In� the� short� term,� ¿rst�� DQ� HPHuJHQF\�
IXQGLQJ� suRJuDP� FDOOHG� WKH� (XuRsHDQ�
Financial� Stabilization� Mechanism� (EFSM)�
LV� HVWDEOLVKHG�� uHOLDQW� XsRQ� IXQGV� uDLVHG� RQ�
the� ¿nancial�markets� and� guaranteed� by� the�
(XuRsHDQ�&RPPLVVLRQ�XVLQJ�WKH�EXGJHW�RI�(8�
as�collateral�(Council�of�the�EU).�Meanwhile,�
D�OHJDO�LQVWuXPHQW�QDPHG�(XuRsHDQ�)LQDQFLDO�
Stability�Facility�(EFSF)�was�created�on�May�
2010�upon�the�agreement�of�EU’s�27�member�
VWDWHV�� 7KLV� VsHFLDO� sXusRVH� YHKLFOH� KDV�
the� short-term� target� of� providing� ¿nancial�
assistance� to� Eurozone� states� in� economic�
dif¿culty� and� long-term� goal� of� preserving�
¿nancial�stability�in�Europe.�
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However,� the� implications� of� the� rescue�
package� require� ¿scal� austerity.� Actually,�
higher� taxes,� damping� growth� and� possibly�
extending�economic�hardship,�“While�money�
is�available�now�on�the�table,�all�this�money�is�
conditional�on�all�these�countries�doing�¿scal�
adjustment� and� structural� reform”� � which� is�
expressed�by�New�York�University�professor�
Nouriel� Roubini� in� an� interview� with�
Bloomberg�Radio�(Childs�&�Keene�2010).�

Second��$XVWHuLW\�DQG�ORDQ�DJuHHPHQW�KDG�
EHHQ� RIIHuHG�� 2Q� 0DuFK� DQG� $suLO�� ������
the� European� Commission,� the� IMF� and�
(&%� VHW� Xs� D� WuLsDuWLWH� FRPPLWWHH�� QDPHG�
Troika,� to� prepare� a� suitable� program� for� a�
massive� loan� to� Greece.� A� loan� agreement�
was� then� reached� between�Greece,� the� other�
euro� zone� countries,� and� the� IMF.� The� deal�
FRQVLVWHG� RI� DQ� LPPHGLDWH� ¼��� ELOOLRQ� LQ�
loans�to�be�provided�in�2010,�with�more�funds�
available� later.� (Thesing&� Krause-Jackson�
2010).�Moreover,�the� loan�did�come�with� its�
conditions.� France� and� Germany� demanded�
that� their� military� dealings� with� Greece� be�
a� part� of� their� participation� in� the� ¿nancial�
rescue.�Beside�this,�the�Greek�government�had�
to� impose� extended� austerity� measures,� for�
example,� a� cut� on� public� sector� allowances,�
D� sD\� FXW� IRu� sXEOLF� VHFWRu� HPsOR\HHV��7KLV�
¿scal� tightening�is�considered�“unexpectedly�

tough”� by� Citibank� and� consists� of� 5%� of�
GDP� tightening� in�2010�as�well� as�a� further�
���WLJKWHQLQJ�LQ������

In� Ireland,� the� negotiations� between� the�
Irish� government,� the� ECB� and� the� IMF�
uHVXOWHG� LQ� WKH�¼���ELOOLRQ�EDLORXW�DJuHHPHQW�
LQ�1RYHPEHu� ����� ���� ����� LQFOXGLQJ� ¼�����
ELOOLRQ�IuRP�()60��¼�����ELOOLRQ�IuRP�()6)��
€17.5�billion�from�the�Irish�sovereign�National�
3HQVLRQ�5HVHuYH�)XQG�DQG�ELODWHuDO�ORDQV�IuRP�
the�United�Kingdom,�Denmark�and�Sweden.�
The� Irish� government� also� implements� a�
sDLQIXO� IRXu�\HDu� DXVWHuLW\� sODQ� LQYROYLQJ�
GHHs�FXWV�LQ�VsHQGLQJ�DQG�sXEOLF�VHFWRu�mREV��
a� lower� minimum� wage� and� higher� taxes�
�5RRQH\��������

However,�despite�all�the�measures�taken,�in�
April� 2011,�Moody’s,� the�well-known� credit�
rating� agency� downgraded� the� Irish� banks’�
debt�to�junk�status�and�the�question�of�whether�
or� not� Ireland�needs�a� second�bailout� is� still�
GLVFXVVHG�

In�Portugal,�the�Eurozone�leaders�approve�
a� €78� billion� bailout� package� in�May,� 2011.�
This� loan� will� be� equally� split� between� the�
EFSM,�the�EFSF�and�the�IMF�(Hewitt�2011).�
7R� VDWLVI\� WKH� FRQGLWLRQV� RI� WKH� EDLORXW��
3RuWXJXHVH� JRYHuQPHQW� DJuHHG� WR� HOLPLQDWH�
LWV�JROGHQ�VKDuH�LQ�3RuWXJDO�7HOHFRP�WR�sDYH�
the�way�for�privatization.�(Hewitt,�2011).��

Table�1:�Loans�of�EFSF�to�Euro�zone�countries�in�¿nancial�troubles

'DWH
Bene¿ciary�
FRXQWU\

$PRXQW�

GLVEXUVHG

(IIHFWLYH�OHQGLQJ�

FRVW
0DWXULW\

29/06/2011 3RuWXJDO ¼����ELOOLRQ ����� 05/12/2016
22/06/2011 3RuWXJDO ¼����EOOLRQ ����� 05/07/2021
01/02/2011 Ireland ¼����ELOOLRQ ����� 18/07/2016

Source:�European�Financial�Stability�Facility,�
http://www.efsf.europa.eu/about/operations/index.htm
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In� Spain,� austerity� measures� have� been�
LPsRVHG� LQ� KRsH� WR� HVFDsH� WKH� KLJK� EXGJHW�
de¿cit�without�seeking�for�a�bailout�packages�
like�the�three�previous�countries.�Due�to�weak�
economic�growth,�domestic�and�international�
pressure,� Spain� had� to�expand� on� cuts�more�
DJJuHVVLYHO\�� 7KLV� uHVXOWHG� LQ� D� VXFFHVVIXO�
reduced�de¿cit�from�11.2%�of�GDP�in�2009�to�
�����LQ�������-RKQVRQ��������

7KLuG�� uHIRuP� DQG� uHVWuXFWXuLQJ� KDG� EHHQ�
sRLQWHG�RXW�WR�WR�VROYH�WKH�FXuuHQW�suHGLFDPHQW��
as� long�as�cross� border�capital�Àows� remain�
XQuHJXODWHG� LQ� WKH� (XuR�$uHD�� DVVHW� EXEEOHV�
and� current� account� imbalances� are� likely�
to� continue.� For� example,� Germany’s� large�
WuDGH� VXusOXV� PHDQV� WKDW� LW� LV� LQ� WKH� QHW�
export�position�and�acts�as�the�lender�to�other�
countries� to� encourage� them� to�buy�German�
goods.�The�2009�trade�de¿cit�for�Italy,�Spain,�
Greece,�and�Portugal�was�about�$122.5�billion�
in� total� (CIA� Factbook� Data� 2009)� whilst�
Germany’s�trade�surplus�was�$109.7�billion.�

$PRQJ� GLVFXVVLRQV� RQ� WKH� LPEDODQFH�
resolutions,�a�suggestion�of�a�common�¿scal�
sROLF\�WR�DFKLHYH�ORQJ�WHuP�VWDELOLW\�KDV�EHHQ�
PDGH�� %HVLGHV� ORVLQJ� FRQWuRO� RYHu�PRQHWDu\�
policy� and� foreign� exchange� policy,� the�
EAMS�would�therefore�also�lose�control�over�
domestic�¿scal�policy.

In�the�long�term,�European�leaders�are�under�
intense�pressure�to�come�up�with�a�long-term�
solution�to�the�debt�crisis,�which�is�very�likely�
to�drag�the�EU�to�its�breaking�point.�In�such�
a� challenging� context,� economists,� scholars,�
DQG�DQDO\VWV�KDYH�EuRXJKW�Xs�VHYHuDO�RsWLRQV�

Some� suggest� that� Greece� and� the� other�
GHEWRu� QDWLRQV� VKRXOG� XQLODWHuDOO\� OHDYH� WKH�
Eurozone,� default� on� their� debts,� regain�
their� ¿scal� sovereignty,� and� readopt� national�

currencies.�Others� recommend� that�Germany�
should�return�to�the�Deutsche�Mark,�or�create�
another� currency� union� with� Netherlands,�
$XVWuLD��)LQODQG��DQG�RWKHu�(XuRsHDQ�FRXQWuLHV�
KDYLQJ�D�sRVLWLYH�FXuuHQW�DFFRXQW�EDODQFH��VXFK�
as�Denmark,�Norway,�and�Sweden.�Then�these�
VHYHQ� FXuuHQW� DFFRXQW� VXusOXV� FRXQWuLHV� FDQ�
KDYH�PRuH�HIIHFWLYH�XVLQJ�RI�PRQHWDu\�sROLF\��
DQG� WKH� uHPDLQHG� )uHQFK� OHG� HXuR� FRXQWuLHV�
will� then� have� the�Àexibility� to�keep� interest�
rates� low� and� implement� quantitative� easing�
or�¿scal�stimulus�in�support�of�a�job-targeting�
HFRQRPLF�sROLF\��(YDQ�3uLWFKDuG���������

However,�the�way�to�end�this�Euro�land’s�
sovereign� debt� crisis� is� still� at� question� and�
VRPH� HFRQRPLVWV� GRXEW� DERXW� D� VDWLVIDFWRu\�
DQG�HIIHFWLYH�VROXWLRQ�LQ�VLJKW��5RRQH\��������
The�Euro�zone�would�have� to� ¿nd�out�what�
bears�greater�costs:�allowing�the�Euro�zone�to�
fail�or�support�the�existence�of�it.�

���3ROLF\�LPSOLFDWLRQV�IRU�9LHWQDP�

�����2YHUYLHZ�RI�9LHWQDP¶V�SXEOLF�GHEW

National� Debt� is� the� total� stock� of� all�
RXWVWDQGLQJ�WuHDVXu\�ERQGV�FuHDWHG�E\�DQQXDO�
de¿cit� Àows.� In� Vietnam,� the� government�
de¿nes� DEBT� as� the� sum� of� Governmental�
GHEW��&RPsDQ\�GHEW�JXDuDQWHHG�E\�JRYHuQPHQW�
DQG� /RFDO� GHEW�� :LWK� LQWHuQDWLRQDO� suDFWLFH��
debt� is� calculated� by� the�Governmental� debt�
SOXV�&RPsDQ\�GHEW�JXDuDQWHHG�E\�JRYHuQPHQW�
SOXV� ORFDO� GHEW� SOXV� Company� debt� without�
JRYHuQPHQWDO�JXDuDQWHH��9LHWQDP�3XEOLF�'HEW�
Management�Act��2009;�WB�2002;IMF,�2010)

Debt�is�divided�into�2�main�kinds:�Internal�
GHEW� �WKH� JRYHuQPHQW� KHOG� E\� QDWLRQDO�
households� and� institutions)� and� External�
GHEW� �WKH� JRYHuQPHQW� GHEW� KHOG� E\� IRuHLJQ�
KRXVHKROGV�DQG�LQVWLWXWLRQV��

Public�debt�has�become�a�hot� topic�when�
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GHEW� FuLVLV� LV� D� ³sKDQWRP´� FRYHuLQJ� RYHu�
many�countries.�Vietnam�is�not�the�exception.�
After� the� Asian� ¿nancial� crisis,� Vietnam’s�
JRYHuQPHQW� VXIIHuHG� IuRP� FKuRQLF� EXGJHW�
de¿cit.�The� overspending� ratio�peaked� 8.9%�
GDP� in� 2009� when� Vietnam� faced� with�
economic� downturn� and� had� to� provide�
GHPDQG�VWLPXOXV�sROLF\�

State� budget� is� always� on� high� level� of�
overspending�while�economic�growth,�in� the�
JHQHuDO�� LV� QRW� KLJK�� WKHuHIRuH�� WKH� LQFuHDVH�
of� government’s� debt-to-GDP� is� inevitable.�
However,� the� ¿gure� of� public� debt� situation�
in� Vietnam� was� not� consistent.� There� is�
a� big� difference� between� some� domestic�
organizations’� ¿gure.� This� is� dif¿cult� for�
JRYHuQPHQW� WR� DFFRXQW� DQG� sXEOLF� GHEW�
situation.� In� this� paper,�we� use� the� statistics�
of� the� Economist� Intelligence� Unit� (EIU)�
magazine.�In�the�period�2007-2011,�Vietnam’s�
WRWDO�sXEOLF�GHEW�DQG�GHEW�sHu�FDsLWD�LQFuHDVHG�
considerably.�In�2007,�total�debt�was�30�billion�
USD;� debt-to-GDP� ratio�was� 47%.� In� 2010,�
total� debt� was� 48� billion� USD� (51.7%)� and�
uHDFKHG� ����� ELOOLRQ�86'� �������� LQ� ������
This�means�in�2011�public�debt�per�capita�was�
approximate� $600� USD.� Some� economists�
predict�that�the�ratio�will�continuously�go�up�
DQG� FDQ� EH� ���� LQ� ����� DQG� ���� LQ� ������
9LHWQDP�VWLOO�LV�D�GHYHORsLQJ�FRXQWu\��%HFDXVH�
the�debt-to-GDP�is�safe�zone�for�a�developing�
FRXQWu\� LV� ����� 9LHWQDP� DOPRVW� uHDFKHG� WR�
the�edge.�If�the�government�cannot�control�the�
debt,�it�will�put�a�great�pressure�on�Vietnam’s�
economy�(EIU�2011,�GSO�2011).

&RPsDuHG� WR� 6RXWKHDVW� $VLD� FRXQWuLHV��
Vietnam’s� debt� ratio� is� in� 4WK� sODFH� DIWHu�
6LQJDsRuH��0DOD\VLD��DQG�/DRV��PXFK�KLJKHu�
WKDQ�PDQ\�FRXQWuLHV��$OWKRXJK�GHEW�uDWLRV�LQ�
Laos�and�Malaysia�tend�to�reduce,�Vietnam’s�

uDWLR� WHQGV� WR� LQFuHDVH�PRuH� DQG�PRuH�� 7KH�
VFHQDuLR� LV� WKH� VDPH� DV� FRPsDuLQJ� 9LHWQDP�
with� other� countries.� In� 2010,� average�
debt� ratio� in� the� world� was� 46.7%,� ratio� in�
developing� countries� was� 35.09%,� and� in�
developing� countries� in� Asia� was� 31.03%,�
while�in�Vietnam�this�ratio�reached�to�52.85%.�
Even�when�compared�with�China,�which�has�
WKH�VDPH�sROLWLFDO�LQVWLWXWLRQV�DQG�ODuJH�VFDOH�
public� sector,� ratio� of� this� country�was� only�
��������'R�7KLHQ�$QK�7XDQ��������

$FFRuGLQJ� WR� WKH� VWDWLVWLFV� DW� WKH� HQG� RI�
������ LQ� sXEOLF� GHEW� VWuXFWXuH�� JRYHuQPHQW�
debt� was� 79.3%,� government� guaranteed�
debt� was� 17.6%,� and� local� debt� was� 3.1%.�
In� government� debt� structure,� external� debt�
accounts�for�a�large�proportion�(approximate�
������ %HVLGH�� JRYHuQPHQW� GHEW� KDV� PDmRu�
proportion� in� external� debt,� with� more�
than� 80%;� the� rest� is� private� debt.� Now� the�
suRsRuWLRQ� RI� JRYHuQPHQW� GHEW� GHFuHDVH� EXW�
VWLOO� KLJK�� 7KH� LPsRuWDQW� LVVXH� OLHV� RQ� GHEW�
management�capacity�and�ef¿cient�use�of�debt�
RI� WKH� VWDWH�DQG� ORFDO��7KHuH� LV�QR� JXDuDQWHH�
that�loan�will�be�used�more�ef¿cient�in�public�
VHFWRu�WKDQ�LQ�suLYDWH�VHFWRu��

2QH� PRuH� LPsRuWDQW� WKLQJ� LV� WKDW� WKH�
suRsRuWLRQ� RI� JRYHuQPHQW� JXDuDQWHHG� GHEW�
went�up�rapidly,�from�7%�in�2006�to�14.29%�
in�2010.�In�structure�of�new�loan,�government�
JXDuDQWHHG� GHEW� uHDFKHG� WR� ������ LQ� ������
Moreover,�the�interest�rate�of�these�loans�was�
YHu\�KLJK��IuRP��������LQ������WR��������LQ�
������2QH�RI�WKH� uHDVRQV�LV�WKDW�LQWHuHVW� uDWH�
IRu� ORDQV� JXDuDQWHHG� E\� WKH� JRYHuQPHQW� DuH�
often�twice�or�three�times�as�high�as�the�rate�
RI�JRYHuQPHQW�ORDQV�

In� the� period� 2006-2012,� budget� de¿cit�
LQFuHDVHG�FRQVLGHuDEO\�PRuH�WKDQ�WKH�suHYLRXV�
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sHuLRG�� $V� uHsRuWHG� E\� WKH� JRYHuQPHQW��
until�the�end�of�2011,�Vietnam’s�public�debt�
ratio�was� equal� to� 54.9� percent�of�GDP�and�
as� of� the� end� of� 2012;� it� was� 55.7� percent,�
still� under� the� allowable� level.� However,� if�
HVWLPDWHG� sXEOLF� GHEW� LQFOXGLQJ� HQWHusuLVHV�
‘debt� without� governmental� guarantee�
is� higher� than� 105%GDP� of� Vietnam.�
%HVLGHV��WKH�LVVXHV�RI�sXEOLF�GHEW�PDQDJHPHQW�
and� national� ¿nancial� security� guarantee�
GHsHQG�RQ�WKH�GHEW�VWuXFWXuH�DQG�VROYHQF\��VR�
WKH�JRYHuQPHQW�KDV�WR�LQFuHDVH�WKH�GHsOR\PHQW�
RI� QHFHVVDu\� PHDVXuHV� DQG� VWuLFW� FRQWuRO� RI�
sXEOLF� GHEWV�� HQVXuLQJ� WKH� GHEW� uHsD\PHQW�
FDsDFLW\� DQG� PDLQWDLQLQJ� WKH� QDWLRQDO�
¿nancial� security.� Notably,� the� spending�
transfer�from�2011�to�2012�was�246.69�trillion�
GRQJ�� DFFRXQWLQJ� IRu� ����� sHuFHQW� RI� WKH�
WRWDO� VWDWH� EXGJHW� VsHQGLQJ� DQG� FRQWLQXLQJ�
WR� LQFuHDVH� KLJKO\� DJDLQVW� suHYLRXV� \HDuV��
)XuWKHuPRuH�� WKH� budget� de¿cit� was� 5-6.9%�
GDP,� not� to� mention� many� off-budgets�
spending� which� can� push� the� de¿cit� up�
10%.� Commonly,� budget� de¿cit� is� offset� by�
borrowing� from� foreign� countries� as� long�
as� from� domestic� organizations,� through�
releasing� bonds.�However,�when� these� loans�
are� not� used� ef¿ciently� and� effectively,� it� is�
another� topic.�VINASHIN’s� bankruptcy� is� a�
typical� example.� Hundreds� of� million� USD�
of� international� bonds� were� transferred� to�
WKLV� JuRXs� OHQGLQJ�� 0RuH� OHQGLQJ� EXW� OHVV�
ef¿ciently� investment�put�VINASHIN� to� the�
edge�of�bankruptcy.�By�the�end�of�2009,�total�
assets� of� the� group�were�more� than� 102.500�
billion�VND,� in� which� 86.700� billion� VND�
(80%)�was�liabilities,�consisted�of�750�million�
GROODuV� RI� JRYHuQPHQW�JXDuDQWHHG� ERuQ�� WKH�
bank� debt� and� partners’� debt.� VINASHIN’s�
FDVH�LV�WKH�ELJJHVW�HFRQRPLF�FDVH�LQ�9LHWQDP��

with� the� loss� of� four� billion� USD,� which� is�
four� times�as� large�as�government’s� demand�
stimulus� policy� in� 2008.� In� addition,� many�
statistics� show� the� huge� debts� of� economic�
groups.�Account�for�31/12/2011,�total�debt�of�
economic�groups�and�state�corporations�were�
���������� ELOOLRQ� 91'�� LQFuHDVHG� ������
more� than� in� 2010.� Speci¿cally,� Vietnam�
Electricity� group� (EVN)’s� overdue� debt�was�
10,149�billion�VND,�with�99,260�billion�VND�
of� external� debt.� Petro� Vietnam’s� overdue�
debt� was� 1731� billion� VND.� Budget� de¿cit�
DQG�KXJH�GHEW�VHW�WKH�HFRQRPLVWV�WR�VWuHQJWKHQ�
PDQDJHPHQW�DQG�PRQLWRuLQJ�sXEOLF�GHEW�

Actually,�low�interest�rate�which�is�mainly�
DW�����������LV�WKH�PRVW�KLJKOLJKWHG�IHDWXuH�
of� Vietnam’s� foreign� debt.� However,� in�
comparison� with� previous� years,� in� 2010,�
Vietnam’s� loans� had� higher� interest� rates�
and� Àoating� interest� rate� loans� have� been�
LQFuHDVLQJ�� sXWWLQJ� IXuWKHu� suHVVXuH� RQ� WKH�
government� debt.� However,� average� interest�
uDWH� RI� JRYHuQPHQW� IRuHLJQ� GHEW� KDYH� KDG�
increased� from�1.54%/year� in�2006� to�1.9%/
\HDu� LQ� ����� EHIRuH� uHDFKHG� ����� LQ� ������
Hence,� if� this� situation� does� not� change,�
obviously�the�cost�of� interest� rate�will�be�an�
LQFuHDVLQJ�EXuGHQ�RQ�JRYHuQPHQW�EXGJHW��

Vietnam’s� foreign� debt� has� a� various�
structures,� which� is� supposed� to� limit� the�
risk� of� exchange� rate� and� reduce� pressure�
RQ�IRuHLJQ�GHEW�uHsD\PHQW�REOLJDWLRQV�RI�WKH�
government,� in� theory.�However,� in� fact� this�
structure� also� entails� the� risk� of� Àuctuations�
in� world� ¿nancial� markets.� High� proportion�
RI�ORDQV�LQ�86'����������DQG�-3<����������
cause� a� rising� risk� of� principal� and� interest�
payment� due� to� the� upward� tends� of� VND/
USD�and�USD/JPY�exchange�rate.



5(6($5&+�21�(&2120,&�$1'�,17(*5$7,21

�� (;7(51$/�(&2120,&6�5(9,(: 1r������������

Moreover,�PDA(2012),�the�World�bank�and�
the�IMF�have�con¿rmed�that�Vietnams�public�
debt� remains� below� safety� limits,� the� public�
debts� over� exports� value� was� much� below�
150�percent,� even�more� revenues�are� always�
insured� to�grow� year-to-year,� and� reasonably�
GHEWV� uHsD\PHQWV� DuH� VXVWDLQHG� �IMF,�2012).�
However,� Vietnamese� Government� tends� to�
increase� the� State� Budget� de¿cit’s� ceiling�
IuRP������WR��������&KLQK�sKX��������

2.2.� Policy� implications� for� managing�
public�debt�in�Vietnam

The� Vietnamese� Government� should�
develop�a�strategic�plan�on�public�debt,�which�
LV�EDVHG�RQ�WKH�VRFLR�HFRQRPLF�GHYHORsPHQW�

sODQ�� DQG� WKH� VWDWH� EXGJHW� VsHQGLQJ� LQ� HDFK�
VWDJH� DQG� sHuLRG�� 7KH� VWuDWHJLF� sODQ� VKRXOG�
VsHFLI\�WKH�REmHFWLYHV�RI�ORDQV��WR�RIIVHW�VWDWH�
budget� de¿cit),� restructure� debts,� resend,� or�
borrow� to� ¿nance� important� and� effective�
suRJuDPV� DQG� suRmHFWV� DQG� HQVXuH� QDWLRQDO�
¿nancial� security.� It� also� stipulates� the�
mobilization�limit�of�short,�medium,�and�long-
WHuP�ORDQV�IuRP�GRPHVWLF�DQG�IRuHLJQ�OHQGHuV�
with� suitable� forms� of� principle� and� interest�
mobilization.� The� plan� should� also� identify�
borrowers,�expected�effectiveness,�borrowing�
GXuDWLRQ��WKH�YROXPH�RI�GHEWV�LQ�HDFK�VWDJH�WR�
DYRLG�suRORQJHG�XQXVHG�ORDQV�Ru�XQuHDO�QHHGV�
IRu�ORDQV��:H�FDQ�FDuu\�RXW�VRPH�sROLFLHV�DQG�

$FFRuGLQJ� WR� WKH� uHsRuW� RI� 0LQLVWu\� RI�
)LQDQFH�� WKH� ����� RXWVWDQGLQJ� sXEOLF� GHEW� LV�
expected� at� 56� percent� of� GDP,� outstanding�
governmental� debt� of� 43.5� percent� of� GDP�
DQG� RXWVWDQGLQJ� QDWLRQDO� GHEW� RI� DERXW� �����
percent�of�GDP.�However,�these�ratios�remain�
below� public� debt’s� safety� limits� under� the�
3XEOLF� 'HEW� 6WuDWHJ\� �3uLPH� 0LQLVWHu� ������

Decision� 958/QĐ-TTg).� %HVLGH� WKLV�� VRPH�
public� debts� targets� are� also� required� in� the�
Strategy,�which�are�public�debt�outstanding�to�
reach�a�safety�threshold�of�65�percent�of�GDP,�
governmental�debt�stock�less�than�50�percent�
of�GDP,� national� debts� outstanding� less� than�
50�percent�of�GDP.�(&39�������

)LJXUH����9LHWQDP�SXEOLF�GHEW�RXWORRN�����

�

Source:�MoF2012,�Department�of�Debt�management�and�external�¿nance1

�� PVs�are�the�present�value�of�public�debts�over�years�and�converted�to�year�2010�to�contrast,�with�calculated�market�banking�
interest�about�10%/year.
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LQVWuXPHQWV� IRu� GHEW� PDQDJHPHQW� WKuRXJK�
two� stages:� short� term� and�medium� term� as�
follows:

In�the�short-term�from�2011-2015

)LuVW�� 9LHWQDP� QHHGV� WR� LVVXH� D� IXOO� DQG�
XQLIRuP� VHW� RI� PHFKDQLVPV� DQG� sROLFLHV� RQ�
PDQDJLQJ� sXEOLF� GHEWV� DQG� QDWLRQDO� IRuHLJQ�
debts.� Besides,� the� Government� needs� to�
IRFXV� RQ� DPHQGLQJ� DQG� VXssOHPHQWLQJ�
uHJXODWLRQV� RQ� PDQDJLQJ� DQG� XVLQJ� 2'$�
FDsLWDO�� 0RuHRYHu�� sXEOLF� GHEWV� LQ� WHuPV� RI�
WKHLu�VRXuFHV��PHFKDQLVPV�IRu�HQWHusuLVHV�KDYH�
to�take�and�repay�foreign�loans�in�the�model�
of� self-control,� local�governments’�loans�and�
repayments,�mobilization.�It�is�necessary�to�use�
the�preferential�loans,�foreign�trade�loans,�risk�
PDQDJHPHQW�� DQG� QDWLRQDO� FuHGLW� uDWLQJ� LQ�
RuGHu�WR�FuHDWH�D�OHJDOO\�HIIHFWLYH�HQYLuRQPHQW�
for� debt� management� in� conformity� with�
LQWHuQDWLRQDO�suDFWLFHV�

Second,� the� Government� has� to� issue�
PHFKDQLVPV� DQG� sROLFLHV� RQ� 333� �sXEOLF�
suLYDWH� sDuWQHuVKLs��� %27�� %72�� %7�� HWF�
LQ� RuGHu� WR� DOORFDWH� VRFLDO� FDsLWDO� VRXuFHV�
HIIHFWLYHO\� LQIuDVWuXFWXuH� GHYHORsPHQW� DQG�
fruitfully�exploit�these�sources,�and�decreasing�
the�State�budget’s�investment�burden.

Third,� Government� need� to� apply� debt�
LQVWuXPHQWV�VXFK�DV�VWuDWHJLHV��GHWDLOHG�sODQV��
or�debt�monitor�indicators�to�mobilize�and�use�
ORDQV�WR�VHuYH�VRFLR�HFRQRPLF�GHYHORsPHQW�LQ�
speci¿c�periods.

Last,�it�is�necessary�to�renew�and�improve�
plans�on�loan�mobilization�and�use,�minimizing�
tautology�and�waste�while� raising� ef¿ciency�
of�capital�use.�Government�has�to�speed�up�the�
suRFHVV�RI�uHYLVLQJ��VXssOHPHQWLQJ�DQG�DGmXVW�
norms� and� technical� standards� in� line� with�

Viet�Nam’s�speci¿c�realities�and�international�
suDFWLFHV�

�In�the�medium�term,�from�2016�to�2020

First,� the� implementation� of� the� Law� on�
Public�Debt�Management�should�be�reviewed,�
DPHQGHG��DQG�VXssOHPHQWHG��%HVLGHV��IXuWKHu�
improving� ef¿ciency� of� loan� mobilization�
and� use� by� harmonizing� procedures� and�
minimizing� the� Government’s� foreign�
WuDGH� ORDQV� DQG� JXDuDQWHHV� IRu� HQWHusuLVHV��
)XuWKHuPRuH��DOO�RI�ORDQV�WR�EDODQFH�WKH�6WDWH�
EXGJHW�PXVW� EH� VWuLFWO\� FRQWuROOHG�� WR� VHFXuH�
WKH� RYHuVsHQGLQJV�DV� VHW� LQ� WKH�6WuDWHJ\� DQG�
JuDGXDOO\� XsGDWH� WKH�PHWKRGV� RI� FDOFXODWLQJ�
State� budget� overspendings� in� line� with�
LQWHuQDWLRQDO�suDFWLFHV�

Second,� Government� has� to� enhance�
VXsHuYLVLRQ� DQG� PDQDJHPHQW� RI�
risks,� guaranteeing� debt� safety� and� national�
¿nancial�security�and�to�control�loans�through�
GHEW�LQVWuXPHQWV�

7KLuG��LW�LV�QHFHVVDu\�WR�VsHHG�Xs�LQVsHFWLRQ�
DQG� VXsHuYLVLRQ� RYHu� WKH� XVH� RI� ORDQV� LQ�
RuGHu� WR�HQVXuH�GHEW�FDsDFLW\�DQG�WR�PRQLWRu�
enterprises’�mobilization,�distribution.�Beside�
this,�Government’s�authorities�have�to�inspect�
GHEW� sD\PHQW�� VR� DV� WR� HQVXuH� WKDW� DOO� GHEWV�
DuH�uHIXQGHG�FRPsOHWHO\�RQ�WLPH�DQG�WKDW��QR�
RYHuGXH�GHEWV�DuH�DFFXPXODWHG�DQG�FDQ�DIIHFW�
LQWHuQDWLRQDO�FRPPLWPHQWV��

Forth,� Government� has� to� build� up� the�
database� of� debts,� which� can� be� used� to�
forecast,�analyze,�evaluate,�and�warn�risks�in�
WKH� OLVW� RI� sXEOLF� GHEWV� DQG� QDWLRQDO� IRuHLJQ�
GHEWV�� $W� WKH� VDPH� WLPH�� LW� LV� HVVHQWLDO� WR�
propose�solutions�for�dealing�with�all�potential�
risks�in�the�debt�list.
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)LIWK�� LQ� RuGHu� WR� GHYHORs� GRPHVWLF�
capital� market,� we� have� to� build� the� bond�
market,� focusing� on� renewing� the� method�
RI� LVVXDQFH�� uHJXODWLRQ� HWF�� WR� LQFuHDVH�
the� mobilization� of� capital� in� Vietnamese�
FXuuHQF\�DQG�WR�ERRVW�ERQG�WuDQVDFWLRQV�LQ�WKH�
market,� and� attach� the� issuance�market� and�
the�transaction�market.

Next,� Government� has� to� improve� the�
HIIHFWLYHQHVV�RI�PDQDJHPHQW�RI�GHEWV�LQ�6WDWH�
owned�groups�and�corporations�by�reviewing�
DQG� FRPsOHWLQJ� LQVWLWXWLRQV�� PHFKDQLVPV��
sROLFLHV��)XuWKHuPRuH��LW�LV�QHFHVVDu\�WR�VsHHG�
up� rearrangement� and� equalization� of� State-
owned� economic� groups,� corporations,� and�
HQWHusuLVHV�� WR� FRQVROLGDWH� DQG� VWuHQJWKHQ�
their� capability,� ef¿ciency,� self-suf¿ciency,�
DQG�VHOI�uHVsRQVLELOLW\�

0RuHRYHu�� LW� LV� QHFHVVDu\� WR� HQKDQFH�
sXEOLFLW\�� WuDQVsDuHQF\�� DFFRXQWDELOLW\�
LQ� sXEOLF� GHEW� PDQDJHPHQW� DQG� uHPRYH�
public� anxiety.� Public� debt� is� the� debt� of�
QDWLRQ�� WKXV� JRYHuQPHQW� VKRXOG� PDQDJH�
sXEOLF� GHEW� sXEOLFO\�� DQG� WuDQVsDuHQWO\�� WKH�
information� of� size� and� structure� of� public�
GHEW�VKRXOG�EH�FRuuHFW�DQG�HDVLO\�DssuRDFKHG��
Information�of�debts�must�be�made�open�and�
WuDQVsDuHQW� WKuRXJK� uHsRuWV�� ERWK� sHuLRGLFDO�
and� unscheduled,� on� the� mobilization,�
distribution,� use� of� loans� as� well� as� on�
uHIXQGLQJ� sXEOLF� GHEWV� DQG� QDWLRQDO� IRuHLJQ�
debts,� in�conformity�with�the�Law�on�Public�
'HEW�0DQDJHPHQW�DQG�LQWHuQDWLRQDO�suDFWLFHV��
Accurate� information� helps� policymakers�
make�sound�management�policies,�consistent�
with� the� economy.� In� addition� to,� publicity�
DQG�WuDQVsDuHQF\�PD\�suRPRWH�WKH�sRVVLELOLW\�
and� ef¿ciency� of� management� and� use� of�
sXEOLF� GHEW�� 7KHuHIRuH�� sXEOLF� GHEWV� VKRXOG�

be� reÀected�fully� in�the� state�budget�balance�
sheet,� audited,� and� certi¿ed� by� independent�
suRIHVVLRQDO�DJHQFLHV�

Last,� the� Government� will� maintain� its�
XQLIRuP� PDQDJHPHQW� RYHu� sXEOLF� GHEWV�
DQG� QDWLRQDO� IRuHLJQ� GHEWV� WKuRXJK� uHOHYDQW�
agencies� with� speci¿c� responsibilities.�
%\� HVWDEOLVKLQJ�� DQ� LQGHsHQGHQW� DQG�
professional� debt� management� organization�
and� applying� equipment� and� technology�
will� be� fully� provided� in� order� to� improve�
the�ef¿ciency�of� the� information� system�and�
modernize� the� collection,� summation,� and�
DQDO\VLV� RI� WKH� GHEW� VWuXFWXuH� WR� IDFLOLWDWH�
advanced� debt� management.� Meanwhile,�
DGPLQLVWuDWLYH� suRFHGXuHV�KDYH� WR�EH� IXuWKHu�
uHIRuPHG�� LQYHVWPHQW� DQG� FRQVWuXFWLRQ�
procedures� harmonized,� the� distribution� of�
6WDWH�EXGJHW�Dnd�the�re¿nance�of�loans�strictly�
PRQLWRuHG�

���&RQFOXVLRQ

:KLOH� WKH� VRYHuHLJQ� GHEW� LQFuHDVHV� KDYH�
been� most� pronounced� in� only� a� few� euro�
zone�countries,�they�have�become�a�perceived�
problem� for� the� area�as�a�whole�now.�There�
are�many�causes� for�the�crisis�–�problems� in�
each�country�and�problems�in�EU�as�a�whole.�
This� structural� imbalance�will� not� be� easily�
addressed,�but�until�it�is�¿xed,�the�EU�and�the�
euro,�are�at�risk�of�a�JuHDW�political�and�¿scal�
IuDFWXuLQJ��

7KH�EDLORXW�DQG�ORDQV�DuH�EHLQJ�LVVXHG��WKH�
JRYHuQPHQWV�DFuRVV�(XuRsH�DuH�VWuXJJOLQJ�LQ�
their�austerity�efforts,�and�the�area’s�economy�
as�well�as�the�world�is�just�getting�out�of�the�
previous� ¿nancial� crisis.� There� may� be� no�
easy�answers�or�any�miraculous�escape,� the�
Europe�Union�and�Euro�zone�member�states�
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DuH� FRPLQJ� WR� RQH� RI� WKH� WRXJKHVW� GHFLVLRQ�
of� evaluating� which� is� the� best� option:�
separating� or� holding� on� together.� In� this�
continuing� changing� situation� worldwide,�

although�the�default�risk�in�Vietnam�is�small�
and� considered� safe,� we� should� learn� from�
WKLV�FuLVLV�WR�KDYH�VXLWDEOH�sROLFLHV�IRu�PRuH�
ef¿ciency�in�public�debt�management.q
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