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Vietnam’s long term prospects remain strong, despite domestic and international macroeconomic turbulence
Sa Pa, June 6, 2008 - The one-day mid-year informal Consultative Group (CG) Meeting for Vietnam was held today, with donors expressing their continued support to Vietnam amidst global and domestic macroeconomic turbulence. 
At the meeting, the Government and donors jointly reviewed Vietnam’s macroeconomic management, as well as the country’s revised priorities and the impact on poor and disadvantaged people. They heard reports from the Vietnam Business Forum and the Anti-corruption Dialogue held prior to the mid-year CG. The delegates spent the afternoon discussing future challenges to Vietnam with regard to climate change, ensuring decent living standards for the poor and ethnic minorities, the importance of local participation in development programs, as well as aid effectiveness. 
H.E. Deputy Prime Minister Truong Vinh Trong opened the meeting by taking stock of the recent challenges in the domestic and international environment, such as the food and oil price hike, high inflation, and trade deficit.  “This has affected the country’s macro-economic stability and the pace of economic growth as well as delivered a direct impact on the livelihoods of different groups of the population, especially the poor,” Mr. Trong said. The Deputy Prime Minister briefed the donors on the comprehensive measures Vietnam is taking to tackle the challenges, and called on the donors to provide further support so that Vietnam will “rise above difficulties”.
Minister of Planning and Investment, Mr. Vo Hong Phuc, updated delegates on the socio-economic developments so far this year, as well as the outlook for the rest of the year. “Despite difficulties,” he said, “the Vietnamese economy has continued to register high growth, but challenges remain that may affect implementation of development targets in the coming period”.
MACROECONOMIC MANAGEMENT

Delegates noted that while Vietnam faces various challenges, such as a larger trade deficit and higher inflation, there is reason to remain upbeat about the long term prospects of the country. The key challenge ahead was to ensure steadfast implementation of the measures announced by the Government to stabilize the economy. 
Mr. Ben Bingham, the IMF Senior Resident Representative reminded delegates of the need for the Government to respond to signs of weakening economic indicators, which are beginning to weigh in on investors’ sentiments. He also urged the government to ensure transparency and timely data provision on key economic and financial variables, a sentiment echoed by several other donors at the meeting. “We have been encouraged by the recent speeches by the Prime Minister and other senior officials which have clearly laid out the economic challenges the country faces, and the broad policy strategy for addressing them. The priority now is to translate that strategy into a concrete and convincing policy package that will bolster investor confidence and restore macroeconomic stability,” remarked Ben Bingham.
ADB Country Director to Vietnam, Mr. Ayumi Konishi fully supported the Prime Minister’s eight point policy action to manage the current economic difficulties. “We strongly believe that it is time for the government to move quickly, clearly and decisively in implementing the stated policy actions, and present a clear direction to the investors and the general public of Vietnam as a whole.”

The United Nations Resident Coordinator, Mr. John Hendra stressed the importance of not leaving the poor behind in times of difficulties. “We strongly endorse the government’s decision to prioritize fighting inflation, so that those Vietnamese who have left poverty do not fall back into it.” he said. “Rising food prices are a huge burden for poor households. Hence, providing additional support to the poor is especially important in this period of high inflation.” 

Mr. Daisuke Matsunaga, Deputy Chief of Mission from the Embassy of Japan echoed other speakers in congratulating the government for sending the right signal to the market on giving priority to stability. “We agree with the government’s point of reining in public spending. However, it is necessary to be prudent and ensure continued social investments so as to maintain safety nets for the poor.” 

Reporting on the results of the Vietnam Business Forum (VBF), Mr. Nguyen Van Lan, representing the International Finance Corporation conveyed the conclusions from the VBF, including a determination that government and businesses continue to strengthen their partnership to advance reforms and sustain economic development. “Business representatives shared the government’s concern for the current economic trends and agreed that measures to stabilize macro economic economy should receive top priority”, Mr. Lan told the meeting, adding that businesses would like the government to “review and revise policies that would enable a more efficient and innovative business-enabling environment”

ANTI-CORRUPTION
The Government Inspectorate informed the meeting of the main contents of the anti-corruption dialogue on June 3rd in Hanoi. Donors welcomed the fruitful and frank exchanges during the dialogue. In concurring with the report of the dialogue given to the meeting by the Government’s Inspectorate, the Swedish Ambassador, Mr. Rolf Bergman, added that the Government of Vietnam should be commended for placing its anti-corruption efforts high on the political agenda and urged early implementation. Yet he also called for greater clarity on the further development process of the legal framework, in particular the Civil Service Law. “The role of the mass media, including journalists, must be given a most important role to play. Unless the media is given this strong role in the struggle against corruption, the struggle will never end successfully,” he also emphasized. 

Donor participants also noted that the empowerment of elected bodies and an expanded role for civil society are crucial factors in the fight against corruption. 
CLIMATE CHANGE
The government and development partners agreed that climate change will pose new threats to Vietnam’s socio-economic welfare, especially for people in the low lying and coastal areas. Delegates were encouraged by the government’s quick action in preparing the National Target Program (NTP) on response to climate change. “Tackling climate change threats requires multi-sector approach, and we are encouraged by the Prime Minister’s chairing of the Steering Committee for the NTP. The next step would be to ensure strong institutional arrangement at all levels for effective implementation, especially at the community level, where the poor suffer most from disaster. It is also essential that a comprehensive national climate change strategy is developed,” said Mr. Peter Lysholt Hansen, Ambassador of Denmark. Other donors noted that in light of the risk of increased frequency of disasters, further strengthening of the Government’s disaster management systems remains critical. 
NORTHERN MOUNTAINS AND AID EFFECTIVENESS

During discussion on the effectiveness of development aid to the northern mountain area, Ms. Lynne Racine, Development Counselor of the Embassy of Canada noted that “Perhaps the most important factor in making aid to the northern mountains more effective, is to include ethnic minorities in decisions affecting the development of their communities.” 

In his closing remarks, the Vice-President of East Asia and the Pacific of the World Bank, Mr. James Adams, co-chairing the mid-year CG meeting, expressed appreciation for the productive discussion between the government and the donor community. “The discussion reflects the overall positive attitude toward the long term prospects of Vietnam, despite the need for firm actions to tackle short term challenges.” On behalf of the participants, he thanked the host for organizing the mid year CG meeting successfully in the beautiful town of Sa Pa. 

In the concluding remarks, Minister of Planning and Investment, Mr. Vo Hong Phuc reviewed the points raised during discussions at the mid year CG meeting, highly appreciating the comments provided by the donor community. He stressed that although Vietnam is facing some immediate challenges, with the determination of the government and the support from the donor community, the country will be able to maintain a high and sustainable growth rate, serving as an attractive investment destination for foreign investors in the future. On behalf of the Ministry of Planning and Investment, Minister Phuc thanked the Lao Cai People’s Committee for successfully hosting the mid-year CG 2008. 
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