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ECIPE Bulletin No. 11/2014 (Vietnamese version below)
The Impact of Data Localisation on Vietham’s Economy

By Bert Verschelde, Research Associate, ECIPE (bert.verschelde@ecipe.org)

As the global economy grows increasingly digital, businesses rely on the free flow of data
across borders to efficiently sell, produce and deliver their products. In Vietham, a new
Internet regulation threatens to disrupt cross-border data flows, and consequently harm the
operations of most of its export-oriented businesses.

Over the past few years, there has been a global proliferation of regulatory restrictions of the internet, in
particular for commercial use. With the pretext of increasing online security and privacy, some
governments are now requiring mandatory storage of critical data on servers physically located inside
the country, i.e. data localisation. Given the nature of today’s globally interconnected economy, poorly
designed national policies that increase data processing costs have a severe economic impact as many
sectors of the economy rely on digitally supplied services and goods.

New requirements introduced by Decree 72

In July 2013, the Vietnamese government issued Decree 72, on Management, Provision, and Use of
Internet Services and Information Content Online, which came into effect on September 1st. The
Decree increases regulatory uncertainty for businesses by requiring internet service providers to obtain
a license and to register with the Ministry of Information and Communications before providing online
services. In addition, all organisations establishing “general websites”, social networks and companies
providing services across mobile networks are required to establish at least one server inside the
country.

A Circular from the Ministry of Information and Communications has clarified that these local servers
need to store the entire history of “information posting activities on general information websites (...)
and sharing on social networks.” Furthermore, service providers need to permit full conduct of
inspection and examination activities at any given time at the discretion of the government.

The economic impact of Decree 72

When a new regulation restricts businesses and individuals from using data in a reasonable manner —
prices of any good or service that uses data in its production also increase. Typically, data accounts for
between 4 and 31% of production input in services. For example, the input costs for logistics companies
increase when they can no longer process data on their customers or shipments using existing IT
suppliers or infrastructure, or are faced with some compliance costs for doing so. These additional new
costs are inevitably passed on to their customers — who may be manufacturers, exporters and
consumers.

Thus, increased regulation leads firstly to domestic productivity losses for the vast number of economic
sectors that use data as a production input. Secondly, it creates an additional trade barrier for data
processing and internet services, or any service (to a lesser extent also goods) that depends on the use
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of data for delivery. Thirdly, as the competitiveness of the economy changes, investments (both
domestic and foreign) will be affected.

In a new research paper, ECIPE has assessed the economic impact of the forced data localisation and
new administrative barriers introduced by Decree 72. If fully enforced, the new law would significantly
impact economic growth - Vietnam’s GDP would decrease by -1.7%. This would eliminate roughly a
third of the expected GDP growth in 2014. In addition, the domestic and foreign direct investments (FDI)
that drive Vietnamese exports, would drop with -3.1%.

These findings show that the negative impact of disrupting cross-border data flows should not be
ignored. The globalised economy has made unilateral trade restrictions a counterproductive strategy
that puts Vietnam at a relative loss to others in the region, with no possibilities to mitigate the negative
impact in the long run. In addition to restricting online freedom, Decree 72 will heavily impact the
Viethamese economy by decreasing productivity, hampering exports and discouraging investment.
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BULETIN ECIPE No. 09/2014
Tac déng cua dia phwong héa dir liéu dén nén Kinh té Viét Nam

Tac gia: Bert Verschelde, Nhan vién Nghién ctru, ECIPE (bert.verschelde@ecipe.org)

Khi nén kinh té toan ciu ngay cang tr& nén sé héa, cac doanh nghiép phu thuéc vao luéng
Iwu chuyén div liéu tw do qua bién gi®i dé san xuat, budn ban va van chuyén san pham cua ho
moét cach hiéu qua. Tai Viet Nam, mét diéu 1é Internet m&i de doa pha v& cac ludng lwu
chuyén div liéu qua bién gi®i, va cé6 kha nang gay thiét hai dén hoat dong ctia hau hét cac
doanh nghiép c6 dinh hwéng xuat khau & dat nwéc nay.

Trong vai nam tré lai day, cac quy dinh han ché Internet ngay cang tang nhanh trén pham vi toan cau,
d&c biét 1a nhirng han ché trong linh vire thwong mai. Vién cé that chat an ninh va bao mat trwc tuyén,
mot vai chinh phl da bat dau yéu cau lwu triv bat budc ddi véi cac div liéu quan trong trén may chd
duwoc dat tai nwéc dé (nghia la: Dia phwong héa di¥ liéu). Do tinh chét ciia nén kinh té két néi toan cau
hién nay, cac chinh sach quéc gia dwoc hoach dinh kém - 1am téng chi phi x ly di¥ liéu - gay tac dong
nghiém trong dén nén kinh t& b&i nhiéu khu vuc kinh té phu thudc vao hang hoéa va dich vu cung céap
nhe sb hoa.

Nhirng yéu cau méi dwoc dwa ra tir Nghi dinh 72

Thang 7/2013, Chinh pha Viét Nam dwa ra Nghj dinh 72 v& Quéan ly, cung cép va s dung dich vu
Internet va ndi dung thdng tin trwc tuyén, cé hiéu lwc tr ngay 1 thang 9. Nghi dinh lam tang sy khong
chéc chan phap ly cho doanh nghiép bang cach yéu cau cac nha cung cép dich vu Internet lay gidy
phép va dang ky véi Bo6 Thong tin va Truyén théng truwéc khi cung clp dich vu tre tuyén. Ngoai ra, tat
cé cac tb chirc xay dung “trang web chung”, mang xa héi va cac cdng ty cung cip dich vu trén mang
dién thoai di ddng dwoc yéu cau xay dwng it nhat mét may chi trong nwée.

M6t théng tw ciia Bé Théng tin va Truyén théng da 1am rd rdng cac may chi dia phwong nay can phai
Iwu trir toan bd lich str ctia "cac hoat dong dang tai thong tin trén cac trang web théng tin chung (...) va
chia sé trén cac mang xa hdéi." Hon niva, cac nha cung cép dich vu can phai cho phép tién hanh day du
cac hoat dong thanh tra, kiém tra bat ctv Itic nao theo quyét dinh cta chinh pha.

Tac dong kinh té cta Nghi dinh 72

Khi mét quy dinh méi han ché cac doanh nghiép va ca nhan trong viéc st dung di¥ liéu mét cach hop ly
- gia cé cla bat ky hang hoa hoac dich vu ndo c6 st dung di¥ liéu trong san xuét ciing sé tang Ién.
Thoéng thwong, div liéu chiém tr 4 dén 31% dau vao san xuét dich vu. Vi du, chi phi dau vao cho cac
cong ty hau can sé tang lén khi ho khéng con cé thé xtr ly dir liéu trén khach hang hodc 16 hang cia ho
bang viéc sir dung cac nha cung cip hodc co s& ha tAng Céng nghé théng tin hién c6, hodc dang phai
d6i mat véi mot sé chi phi tuan tha dé thwe hién dwoc diéu dé. Khach hang ciia ho - c6 thé la nha san
xuét, nha xuat khau va nguoi tiéu dung - cling sé phai ganh chiu nhirng chi phi méi thém vao nay.

Do d6, viéc that chat diéu 18, trudc hét, sé dan téi tn that ndng suét trong nwéc dbi véi mot sb luong
I&n cac khu vuce kinh té st dung di¥ liéu nhw mét dau vao san xuat. Thi hai, né tao ra thém mét rao
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can thwong mai dbi véi xr ly di liéu va cac dich vu internet, hodc bat ky dich vu nao (hodc & mirc dd
thdp hon Ia hang héa) phu thudc vao viéc st dung di¥ lieu dé phan phdi. Thir ba, khi tinh canh tranh
cta nén kinh té thay déi, dau tw (ca trong va ngoai nwéc) ciing sé bi anh hwéng.

Trong mot bai nghién ciru mai, ECIPE da danh gia tac dong kinh té cla viéc dia phwong hoa di liéu
bat budc va cac rao can hanh chinh méi dwoc dé ra & Nghj dinh 72. Néu duwoc thwe thi hoan toan, luat
mai nay sé tac dong dang ké dén tang trwdng kinh té - GDP cla Viét Nam sé gidm -1.7%. Diéu nay sé
loai bd gan mot phan ba mrc d6 tang trwdng GDP dw kién trong nam 2014. Ngoai ra, cac khoan dau tw
trong nwéc va trye tiép nwédc ngoai (FDI) thuc day xuat khdu cha Viét Nam sé giam véi -3.1%.

Nhirng nghién clru nay cho thay tac dong tiéu cuc cla viéc pha v& cac lubng dir liéu qua bién gioi
khéng nén bi xem nhe. Nén kinh té toan cau héa da lam nhirng han ché thwong mai don phwong tré
thanh mét chién lwoc phan tac dung - dat Viéet Nam & mot vi thé thiét thoi hon so v&i cac nwéc trong
khu vue, khdng cé kha nang gidm thiéu cac tac dong tiéu cuc trong thdi gian dai. Bén canh viéc han
ché ty do trc tuyén, Nghi dinh 72 con sé anh hwéng nang né dén nén kinh té Viét Nam qua viéc gidm
nang suat, can tr& xuat khau va han ché dau tu.
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