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A. THE SOCIO-ECONOMIC PERFORMANCE IN 2009 AND THE FORECAST FOR 2010

I. Overview of Vietnamese economic situation in 2009
1. Vietnamese economic context in 2009
In general, Vietnamese economy in 2009 happend in unfavourable condition in both domestic and foreign context. Immanent reasons continue to be shown and heavily affect the economic development and sustainability. The first and foremost are the impacts of high inflation and economic recession in the final months of 2008; unstable macroeconomic balance; low competitiveness of the economy, of enterprises and of products; many difficulties facing enterprises, decline in demand, lack of capital, restricted export markets; many risks in financial system operation; depressed situation in financial, stock and real estate markets; jobs loss and income decline; and many difficulties facing the people, especially the poor, workers, retirers and policy persons. There were many problems in human resoures, namely low quality, lack of skilled labourers. The economic infrastructure had not met the development requirements, port system and roads to ports in economic regions in particular. These are main factors negative affecting the economic governance and high and sustainable economic growth rate in 2009. In addition, the economy also coped with a series of difficulties and challenges. Natural calamity and epidemic happened extraordinary that directly affected production and living conditions of population in almost all provinces and cities. Serious floods and storms happened consecutive in the Central region. The changeable weather phenomenon continues to strong negative impact on our country.

In addition to immanent factors, the world settings also created many challenges. The world economy was affected by consecutive shocks, including the global financial crisis and economic recession, making Vietnam in the threat of high inflation and stagnation in economic development. 
Firstly, the crisis in prices of fuel, foods and many other materials in over the world acompanied with domestic factors caused high inflation and trade deficit, creating many difficulties for production and business and people’s lives. 

Secondly, the global financial crisis and economic recession which started from the United State quickly spreaded to many sectors including production, trade, investment, tourist, finance, monetary, labour and employment, etc. and simultaneously to many regions and countries, including Vietnam. Although being affected after many countries, Vietnam – an economy where 60 percent of its economic growth depends on investment capital and has export orientation (ratio of export on GDP reaches to over 70 percent), etc. has been heavily affected by this crisis, especially in production, export and investment areas. 

2. Measures made by the Government in 2009
In that unfavourable context, the Government always watched for the economic situation, considered problems raising strictly and issued decisions and policies timely to limit the negative impacts and to create favourable conditions for economic development. Some important measures made by the Communist Party of Vietnam and the Government are, as follows: 

· On 11th December 2008, the Government issued Resolution No. 30/2008/NQ-CP on urgent measures for limiting recession, maintaining the economic growth and ensuring the social security; 

· On 9th January 2009, the Government issued Resolution No. 01/NQ-CP on some main solutions for directing and governing the implementation of the Socio-economic Development Plan and the State Budget Plan in 2009. 

· On 6th April 2009, Ministry of Politics released a Conclusion on the socio-economic situtation in the first quarter of 2009 and some main solutions for the whole year of 2009. 

· On 19th June 2009, in the fifth meeting, the 12th National Assembly of Vietnam issued Resolution No. 32/2009/QH12 on adjusting general objective of the Socio-economic development Plan in 2009 that is ”High-levelled concentration of all strengths to prevent economic recession, to strive to maintain rational, sustainable economic growth rate, stable macroeconomic; actively to prevent high inflation return, to ensure social security, national defends and security, to hold political situation stable, social safety, in which, the first and foremost is to prevent economic recession”. 

In 2009, the Government implemented many economic policies (e.g. fiscal, monetary, investment and export policies, etc.) consistently, flexibly and they were suitable with the real requirements in each time. Moreover, social policies were also considered to support persons who need supports to overcome difficulties and continue to help them to build their existence.

3. Outcomes of the socio-economic development in 2009
Thanks to timely, concentrated and decisive directing and governing by the Party and the Government; the efforts and initiatives in overcome difficulties by ministries, provinces, enterprises and all the people, our country has gained many positive results and prevented economic recession. The results of The socio-economic development Plan in 2009 are illustrated in 3 aspects: (1) Preventing economic recession and maintaining rational and sustainable economic growth rate; (2) Maintaining macroeconomic stable and preventing the return of high inflation; (3) Ensuring social security, developing works of culture, education, health and other social sectors.

Table 1: Some economic indicators in 2009
	
	Implemented in 2009

	GDP growth rate
	5.32%

	Export and import turnovers
	

	Export turnovers 
	USD 56.6 billion

	Import turnovers
	USD 68.8 billion

	Trade deficits
	USD 12.2 billion

	Total development investment (% of GDP)
	42.6% (VND 702.4 thousand billion)

	CPI in December 2009 compared to December 2008
	6.52%

	Total state budget revenue
	VND 390,650 billion

	State budget deficit (% of GDP)
	6.9%


Source: The Government’s report on the Socio-economic situation in 2009
Economic development growth rate: In 2009, although the economic growth rate was lower than the growth rate of 6.18 percent of 2008, it over-fulfilled the target of 5 percent. It can be said that it is the success in the global economic recession context and many economies witnessed the minus economic growth rate.

Figure 1: Vietnam’s economic growth rate by quarter

[image: image1]
The improvement in Vietnam’s economic growth rate over quarters illustrates that Vietnam has overcome the slow-down period of economic growth rate and proves that policies and measures implemented met the real requirements and they have brought into effect.

High inflation prevention: The Government has developed measures drastically and consistently in order to prevent the return of high inflation, to recover and stimulate production and business, especially in domestic market; the Government had directed and governed fiscal and monetary policies, as a result, the 2009’s inflation ratio was not too high.
Figure 2: CPI diagram in 2009
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It can be said the economic recovery in Vietnam happened relative impression in almost all markets, namely commodity market, fiscal and monetary markets, stock market, real estate market and foreign investment attraction, etc.
Commodity market: On the commodity market, although export turnover was lower than the same period last year, there were some recovery signals, especially in some manufacturing industries. The recovery in export was resulted from 4 factors, as follows: (i) The liquidity had improved in developed countries which helped Vietnam’s customers to access credit for import easily; (ii) Partners imported again when their inventories reduced and cleaned out of; (iii) Consumption increased in imported countries in the final months; (iv) Demand increased and many Vietnam’s enterprises got new orders. In non-foreign trading sectors, including domestic trading, services, construction have remarkable recovery because they little depended on the world market. Construction sector which was favoured of economic stimulus packages made by the Government, increased by 9.5 percent compared to the same period last year. Total increased retailed sales of goods and services and after-sale services, after adjusting inflation, were regular and witnessed the relative impression. Only tourist industry still faced difficulties with the significant decline in international tourists to Vietnam.
Finance and monetary markets: Commercial banks were favoured of demand stimulus packages, in which, the 4 percent interest rate supporting package has been recognized widely that it has successfully fulfilled its function in rescuing enterprises and then helping banks and enterprises to reduce their bad debts. As a result, many banks gained positive results in 2009 albeit before that they faced many difficulties in liquidity, increase in bad debts and decline in profits due to the increase in interest rate when implementing tight monetary policy in 2008. The recovery of the banking system plays an important role in recovering and reinforce the beliefs – the decisive factor in recession period, thereby stimulating the economy operate and recover without a hitch.

Stock market: The stock market witnessed the strong development with the rapid increase of VN-Index from the bottom of 235 point to around 500 point (even above 600 point sometimes). Although there were some worries about the “hot” growth in short-term due to using financial lever at high level by investors, this is also a reflection of expectation of economy’s recovery in medium and long term. The most importance is that the recovery of the economy in general and of the stock market in particular will re-stimulate the equitization process and thereby restructuring the economy.

Real estate market: The real estate market has remarkable recovered, from “iced” into ebullient state in both primary and secondary markets, reflecting the expectation of economy’s recovery in medium and long term. However, although there still have many worries about speculation factors and “hot” growth in some areas, in general, the positive evolution heavily supports for construction industry – which has capacity to create spreading effects and lead up to the recovery of the economy in the unstable context of global economy.

Labour market: Albeit without official data on the labour market by month, many appraisals show that this market witnessed the most impressive reverse, higher than the expectations made by analysts and enterprises. If in the beginning months of 2009, job loss and lack become popular in many export enterprises; in the final months, the picture is too different. Labour shortage happened in many areas, in many enterprises over the country. The reverse in the labour market may be considered as a biggest difference made by Vietnam compared to many other countries during the economic recovery.
There also has significant recovery in foreign direct investment (FDI). Registered capital increased remarkable in final months and closed to the amount of 2007 – the year witnessed the second rank of FDI amount in the history. This illustrates the recovery on both beliefs and resources – they are motive factors for the economic recovery.
In general, in 2009, Vietnam had fulfilled the main targets under the Resolution made by the National Assembly. These targets are: to prevent economic recession, to maintain macroeconomic balance; to control inflation; the target of state budget revenues were over-fulfilled in the economic recession context; monetary and credit policies were kept stable; trade deficit was lower than the target; social security was successfully developed, the poor households reduced 1 percent compared to the target in the Resolution; employment and unemployment was not a serious problem, new workplace creation was 93.2 percent of 2008 and gained 88.5 percent of the year plan.

4. Shortcomings and weaknesses
In addition to aforementioned important results, there still have many shortcomings and weaknesses. If these problems are not be solved, they will affect the implementation of the Socio-economic development Plan of 2010 and of the next consecutive years. These shortcomings and weaknesses are, as follows:

Firstly, although the economy gained relative high growth rate and overcame the difficult period, it still based on extensive development by increasing the volume of resources
 (increasing capital and exploiting natural resources for exporting). The economic development has not yet based on social labour productivity and performance impovement; therefore, quality of the growth was not high and sustainable. The contribution of total productivity factors to the growth was low, trade deficit increased with every passing day, social labour productivity was low. Motive forces of the growth mainly were low value-added processing and manufacturing industries. Vietnam is facing problems not only falling into the trap of medium developed countries but also lagging far behind from other countries in the region.
Investment performance and quality was low. The increase in ICOR illustrated the low performance of capital usage
. The investment structure was imbalanced with focusing on material and technical investment while investment in human resource and science and technology was low. The state investment always accounts for high proportion of total social investment but its performance is low.

Secondly, although the economic structure has initially gained progressive and positive changes, it has not yet escaped the traditional structure with relative high proportion of material production in general and of agricultural, forestry and fishery sectors in particular. In some recent years, the economic structure has slowly changed. In 2009, GDP structure of 3 sectors by current price are, as follows: Agriculture, forestry and fishery; industry and construction; and services accounted for 20.66 percent; 40.24 percent; 39.10 percent, respectively; not much different compared to 2008 and some recent years. The structure of industries, of regions and of products were irrational. They have not yet brought all strengths of each province, each region and the whole country into play.

Thirdly, macroeconomic balance was not really sustainable. Albeit controlling, the state budget deficit still reached 7 percent of GDP, commodity trade deficit decreased by 32.1 percent compared to 2008 but still accounted for 21.6 percent of total commodity export revenues; service trade deficit accounted for 18.6 perccent of total service export and increased by 17 percent compared to 2008. Inflation was controlled at rational level but in general the price continued to increase and there still have many factors that cause high inflation return.

	Box 1: The threat of high inflation return
If only seeing the CPI of 2009, it seems that there is not foundation for the worry of the return of high inflation. However, if concerning the macroeconomic policies over the past time and placing the Vietnam’s economy in the common context of the world economy, there legitimate reasons for worrying about the reinflation in 2010.

Firstly, money supply and credit rapidly has increased constantly, making the increase in CPI, of course, after a certain time. Demand stimulus and credit expanding policies which have started since March 2009, caused CPI re-increase in September 2009. If counting for the whole year, the increased rate of credit and money supply was around 40 percent compared to the same period last year – it means that it was about the highest level of the unstable macroeconomic period of 2008 – therefore, the pressure on CPI in 2010 is not small. 
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Secondly, Vietnam’s economy depends heavily on import; therefore, the depreciation of dong in over the past months and the price reduction pressure in 2010 surely affect the price level. 
Thirdly, inflation expectation continue to be kept raising. This is reflected by the interest rate in government bond bidding sessions in all terms. It is clearly that investors believe the return of inflation in the next years and thus requiring the higher interest rate. On the credit market, commercial banks confront with the pressure of higher mobilized interest rate to prepare for credit demand in the coming time on the one hand, and to meet requirements of clients who deposit money in the banks when their inflation expectation increase on the other hand.

Fourthly, according to the salary adjustment proposal and allowances made by Ministry of Finance and Ministry of Labour – Invalid and Social Affairs, minimum salary of workers in enterprises will increase on 1st January 2010 and minimum salary of government officials and employees will also increase on 1st May 2010. Although the increased level has not yet announced, minimum salary will increase by around 10 – 15 percent, creating pressures on the common price level and push CPI increase.
Fifthly, albeit there still have many different opinions on the recovery speed and scenario of the world economy, there seems to have an agreement that after hitting the bottom in the first quarter of 2009, the world economy will gain more recovery in 2010. Furthermore, the maintenance of expanded fiscal and loosened monetary policies for the whole year of 2009 and the increase in the prices of energy, basic goods and foodstuff are direct reasons for re-inflation in Vietnam in 2010. 

In sum, there are many pressures which push CPI increase in 2010. This also means that the CPI target of 7 percent made by the National Assembly  may not be attained. More important, the pulling bout the CPI target of 7 percent and GDP growth rate of 6.5 percent may lead to some sudden changes in policies in 2010.
Source: Some macroeconomic issues in Vietnam in 2010,  www.thesaigontimes.vn 


Fourthly, Vietnam’s competitiveness has declined. Nation’s competitiveness ranking released by the World Economic Forum in 2009 acknowledged the slip-down of Vietnam’s macroeconomic environment. Vietnam’s growth competitiveness index (GCI) in 2009 released by the World Economic Forum illustrated that situation.

Table 2: Vietnam’s competitiveness in 2009
	Indicators
	Ranks

	
	2007-2008
	2008-2009
	2009-2010

	General position/ number of economies
	68/131
	70/134
	75/133

	Basic requirements
	77
	79
	92

	Institutions
	70
	71
	63

	Infrastructure
	89
	93
	94

	Macroeconomic stability
	51
	70
	112

	Health and primary education
	88
	84
	76

	Efficiency enhancers
	71
	73
	61

	Higher education and training
	93
	98
	92

	Goods market efficiency
	72
	70
	67

	Labour market efficiency
	45
	47
	38

	Financial market sophistication 
	93
	80
	82

	Technology readiness
	86
	79
	73

	Market size
	32
	40
	38

	Innovation and sophistication factors
	76
	71
	55

	Business sophistication
	83
	84
	70

	Innovation
	64
	57
	44


Source: The World Economic Forum
It can be seen that, Vietnam downgraded 5 positions, from 70/134 to 75/133 which was mainly resulted from the rank lost of macroeconomic stability index with 42-grade droping, from 70th to 112th  position.
Fifthly, according to the Report on Doing Business announced by the World Bank, Vietnam’s business environment in 2009 continued to downgrade with 2-grade losing. Amongst 10 indicators, Vietnam witnessed the downgrade of 9 indicators. Only contract enforcement index got the upgrade. GCI comparison made by the World Economic Forum shows that within the past 6 years, the gap between Vietnam and China has been widen. China upgrades continuously while Vietnam has dropped its position since 2007.
Table 3: Vietnam’s business environment in 2009
	Ease of doing business in….
	Ranked in 2010
	Ranked in 2009
	Rank changes

	Doing business
	93
	91
	-2

	Starting a business
	116
	109
	-6

	Dealing with construction permits
	69
	67
	-2

	Employing workers 
	103
	100
	-3

	Registering property
	40
	37
	-3

	Getting credit
	30
	27
	-3

	Protecting investors
	172
	171
	-1

	Paying taxes
	147
	140
	-7

	Trading across borders
	74
	73
	-1

	Enforcing contracts
	32
	39
	+7

	Closing a business
	127
	126
	-1


Source: The World Bank
Sixthly, the gap in coordination among provinces and cities for an united national economic whole which are reflected by high performance industrial and service clusters was exposed in 2009. All 63 provinces and cities have broadcasting and television station, newspapers, universities, ports, airports, etc. and boat building industry, metallurgy, cement, golf grounds, resorts. The decentralization for provinces and cities to implement some social economic tasks is necessary within a general whole, general plan and in the framework of transparent and disclosure indicators. However, the rapid increases in the number of hydro-electric factories and golf grounds which encroached agricultural land are the clear warning. Therefore, if this situation is not reorganized soon, industry and region structure will be dispersed and compete with each other. Investment will be overlapped and wasted. Inadequacies in infrastructure, electricity and trained labourers will be happened. All these problems can be seen now. Although the economy still grows, the macroeconomic imbalance becomes serious, national competitiveness downgrades its position and the inadequacies in policy coordination in 2009 will affect the economic performance in 2010 – a final year of the implementation of the socio-economic development plan. 

	Box 2: Balance of payment deficit and the pressure on VND depreciation
Since the beginning of 2009, an extraordinary point is that, foreign exchange in informal market is always far higher than allowed amplitude ceiling by the State Bank of Vietnam (SBV). 

One reason for this situation is high inflation in Vietnam that made the real exchange rate of USD/VND during 2007-2008 increased by 20 percent compared to the beginning of 2007. In addition, although CPI in 2009 rose by only 6-7 percent, there still exist the pressure on VND depreciation. This is resulted from the changes in balance of payment from huge surplus in 2007 (+ USD 10.2 billion) to deficit (- USD 5.7 billion) in the first three quarters of 2009.
The balance of payment deficit dues to the following reasons. Firstly, as warning before, trade deficit is on the rise accompanied with the economic stimulus package because both Vietnam’s production and consumption depend on import. Furthermore, VND is valued too high compared to US dollar. As a consequence, while the import turnover increased from USD 3.9 billion per month in the first quarter to USD 6.2 billion in the third quarter, the export revenue, overseas remittance (money from overseas Vietnamese) and transfers decreased. Together, they made current account balance heavily deficit in the second quarter (- USD 2.4 billion) and in the third quarter (- USD 3.5 billion).  

Secondly, when enterprises received 4 percent interest rate supporting loan, capital cost in VND reduced significantly compared to US dollar, helping enterprises to satisfy their demand for short-term working capital by borrowing VND from commercial banks. In addition, with relative high interest rate in US dollar and gold, the expectation of VND depreciation, the tension in foreign exchange market and the continuous increase in gold price give more motivations for enterprises and the people to store US dollar. In other words, both the government policies and the market psychology made enterprises and households to hold US dollar and gold. This situation was manifested by the decrease in VND and increase in US dollar within the commercial banking system. 
Therefore, the maintenance of the differences in formal and informal foreign exchange rate for the whole year of 2009 partly caused the trade deficit at high level (around USD 12 billion). Furthermore, enterprises and the people’s reserves in US dollar and gold also made trade balance become serious deficit. As a consequence, Vietnam’s foreign currency reserves declined rapidly (from around USD 23 billion in the end of 2008 to above USD 17 billion in the 3rd quarter of 2009), while the pressure on VND depreciation has not been reduced.
Source: Some macroeconomic issues in Vietnam in 2010,  www.thesaigontimes.vn


Seventhly, some imperative social issues were slowly surmounted. The people’s living, especially low income persons, people living in remote and far areas, ethnic minority and natural calamity vulnerable areas, was still difficult. Unemployment and job loss was high. According to the General Survey on Population and Housing at 1st April 2009, at the time of the survey, throughout the country, there were 1.3 million unemployed at working age group and unemployment rate was 2.9 percent, higher than the rate of 2.38 percent in 2008. Albeit decreasingly, the poor household rate was still at 12.3 percent. The epidemic situation happened complicatedly. Environment pollution, foodstuff security become a serious issue, especially the problem of loosened management and unrestricted settlement of environment pollution and foodstuff security violations made by some enterprises. 

II. Vietnam’s economic settings and 2010 economic forecast 
1. Economic settings in 2010
Many forecasts show that, in 2010, Vietnam’s economy has more prospects than 2009 but lower than pre-crisis years because the world economy grows slowly. According to the forecast made by IMF, the global trade will recover in the mid-2010 when the world growth attains 3.2 percent thanks to the increase in demand of many big economies. In investment sector, the FDI capital flow increases but it depends heavily on the world economic recovery momentum. In 2010, Asia is evaluated to be the earliest recovery region. However, the world and Asian economic recovery depend on the US economic recovery, especially on its financial – monetary and real estate areas. As projected, the US economy will continue to slowly recover and then capital shortage in developing countries, including Vietnam, will continue to happen and export will continue to face difficulties.  

Although the economy attained relative high growth rate in IVth quarter of 2009, there still have many difficulties and challenges. Capital is shortage. The commodity export depends too much on other countries and regions, such as US, EU, Japan and South Korea, etc. Consumer demands increase slowly after crisis. Commodity structure changes while quality of goods and services is not high with low price competitiveness, slow innovation towards the market requirements. As a result, export capacity is limited. Moreover, the state budget deficit rose significantly in 2009 because the Government continued to implement the economic stimulus plan. These are challenges the economy has to face. In addition, the economic stimulus measures also have negative impacts, mounting threats and vulnerabilities. Loosened financial and monetary measures affect on foreign exchange market. VN dong are under the heavy pressure caused by the significant gap between formal foreign exchange rate and free exchange rate and the decrease in foreign currency reserves. Financial deficit points out the challenges facing Vietnam’s sustainable development in the medium term.

Beyond these above difficulties and challenges, there also have many favourable conditions for Vietnam in 2010. Albeit having negative effects from the world economic recession, some industries still witness the strong development. Agriculture is least influenced industry and it has also attained a comprehensive and high growth over the past years. The stable and consistent political and social situation has become positive factor to raise Vietnam’s prestige internationally. The initial results of inflation controlling, macroeconomic stability are also important conditions for mobilizing both domestic and foreign resources for rapid and sustainable development. The high ODA capital in 2010 will contribute to reduce domestic capital difficulties. In the final months of 2009, positive signals appeared in almost all sectors. Recovery trend and investment environment improvement, domestic and export market expansion have affected the foreign and domestic investors’ beliefs. The rise of the number of newly established enterprises at the end of 2009 is a pleasure signal.

Another favourable condition is that the reform and the improvement of the socialism oriented market economy institutions are continue to stimulate under the integration process and the implementation process of international economic commitments. Many opinions argue that the current condition is also an opportunity for the government to re-define economic model, reorganize the labour structure, state budget revenue and expenditure structure and import – export, to re-adjust monetary policy towards domestic market development; thus, reducing the dependency on the world market and developing Vietnam’s competitive advantages, especially the human resource advantages. For enterprises, this also is an opportunity for restructuring their organization, production and market, etc. towards domestic market and consumers; and finding new export markets.

2. Some forecasts and economic development targets in 2010
In the aforementioned context, many forecasts on Vietnam’s economic outlook show that the economy continues to increase albeit facing many difficulties. This is illustrated by the following appraisals made by international institutions, domestic experts and by the Government on Vietnam’s economic outlook 2010.
Goldman Sachs Bank’s appraisals (US): Goldman Sachs Bank has just released the latest report on Vietnam’s economy, in which, Vietnam’s economy is forecasted to grow at 8.2 percent in 2010, export increased rate will be at lower level compared to the highest level earlier. In terms of fiscal policy: Although part of Vietnam’s expanded fiscal policy will be continued in 2010, the budgetary deficit in comparision with 2010 GDP will not soar. Goldman forecasts that Vietnam’s budget deficit will be at least 9 percent this year. Concenrning monetary policy: Loosened monetary policy is going to end becasue the State Bank of Vietnam applied tightening up policies such as hiking interest rate or reducing liquidity of monetary market to curb inflation 2010. In terms of foreign exchange rate policy: Vietnam will continue to gradually reduce value of VN dong in comparision with US dollar, unless the balance of payment become worse. In addition to the highly appreciation on Vietnamese government’s effort on economic recovery, Goldman’s report also points out some of the challenges the Vietnam’s economy has to face. The first is the upward trend of inflation. The second is balance of payment deficit. According to Goldman, together with trade deficit, registered FDI inflow capital also decreased. 

Appraisals made by Standard Chartered Bank: According to Standard Chartered Bank, domestic demand, especially domestic consumption, will be the driving force of Vietnam’s economic growth. The government policies will help to strengthen the infrastructure in 2010. Vietnam’s export will recover slowly in 2010. The rise in the world price in 2010 will support Vietnam’s agricultural commodity export. Inflation rate would be 8.9 percent on average for the year 2010 and would up to 10 percent at the end of 2010. In addition, the recovery of the global economy will help to reverse the downward trend of FDI and overseas remittance to Vietnam. Foreign invested enterprises concern to invest in Vietnam for finding a good production base. Standard Chartered Bank forecasts that FDI and overseas remittance to Vietnam may reach USD 12 billion and USD 7.5 billion, respectively. Standard Chartered Bank believes that the State Bank of Vietnam will keep control over the credit growth rate in 2010.
Appraisals made by Asian Development Bank (ADB): ADB forecasts that Vietnam’s economic growth rate will reach 6.5 percent in 2010, the 2nd position in new emerging Easten Asian region (consisting 10 members of ASEAN and China, Hong Kong, South Korea and Taiwan), after only China. ADB’s forecasts base on positive performance of quick and strong policy measures made by the Government to limit the negative impacts of the global economic recession on Vietnam. However, according to ADB, when recovery signals can be seen somewhere in the world, worries is on the rise, especially for Vietnam. There is a signal of the return of inflation which can be aggravated by higher global commodity prices reflecting the recovery of the global economy and the rapid growth of money supply.  ADB suggests that Vietnam’s government should keep the balance between the development stimulation by demand stimulus measures and the monitoring of macroeconomic stability. ADB expects that the State Bank of Vietnam will start tightening monetary policy towards the end of 2009 and loosened monetary policy in 2010 in order to protect VN dong and to solve inflationary pressure.

CitiBank’s assessments: Vietnam’s economy may grow 6 percent in 2010, high rate compared with the global average growth. Vietnam will continue taking advantages on structure to attract more investment, including political stability, low costs, comfortable demography factors, and structure reforms in the WTO integration process. However, Vietnam has many things to do to bring the economic growth closer to the historical peak through improving the banking system or speeding up the reforms.  
Credit Suisse Bank’s appraisals (Switzerland): Vietnam is passing the recession and Vietnam’s GDP growth is predicted to reach 8.5 percent in 2010. The solid domestic consumption and anticipated recoveries of investment and export are the main reasons for above optimistic forecast. Meanwhile the private sector will be a momentum for the development. Financial supporting for export activities will gain efficiency thanks to the recovery of the global economy. Light industrial sectors such as textile and garment, leather footwears will get benefits from the recovery of the global resource. Other industrial industries namely household electric equipments and electronics have full of promise when many new product lines are produced and demands increase. Many other industries will be re-developed, including crude oil, agricultural products when food prices recover. 
HSBC’s comments: HSBC argues that the inflationary pressure has become a serious problem when prices of oil and foods are on the rise; therefore, Vietnam should stop loosened fiscal and monetary measures now. Thereby, HSBC predicts that in 2010 Vietnam’s GDP growth rate may reach 6.8 percent, inflation may accelerate to 8 percent and basic interest rate may be 12 percent.

IMF’s comments: According to IMF, if balance of payment and investors’ belief  in VN dong will be improved, Vietnam’s GDP growth rate may reach 6 percent in 2010. The widening trade deficit and the weak sentiment towards VN dong, especially by Vietnamese investors, are the main causes of pressure on balance of payment . In addition, IMF argues that Vietnam should strictly control the inflation rate, especially as the prices of goods continue to rise in 2010.

However, according to the general comments from Vietnamese experts at the workshop “Economic Scenario for 2010” organized by Vietnam Economic Times and Vneconomy in Ho Chi Minh City, in 2010, Vietnam’s economy will continue to rapid recover. The increased rate of industrial production value will return the normal level, total increased retailed sales of goods and services will be higher and macroeconomy will gain higher performance than 2009. GDP growth rate will reach around 6.5 percent; export revenue will be 6 percent instead of minus 10 percent as in 2009; CPI will be continued to keep at lower than 7 percent; and trade deficit will be decreased. Another optimistic scenario shown by experts that Vietnam’s economy may have a sudden break-through if Vietnam has suitable route and steps towards a new model and the restructuring of the economy bases on quality, productivity and efficiency. Thereby, economic indicators may be at normal level but towards quality, ensuring macroeconomic stability, developing science and technology and strengthening competitiveness.
Furthermore, many forecasts show that the recovery of Vietnam’s economy will perform slowly and the recovery is mainly resulted from the economic stimulus package made by the state, not only from the growth of consumption and production. Moreover, some consequences of economic recession prevention measures in 2009 will “expose” in 2010. Meanwhile, the signal of the world economic recovery is relative frail and instability level is still high. The growth of developed countries is mainly based on the huge economic stimulus packages and the growth rate is modest. In addition, the serious consequences of crisis will need more time to recover. Unemployment rate is still high and needs many years to reduce.
These are notable forecasts on Vietnam’s economic outlook in 2010. In addition, the government has also made some economic target for the year of 2010. Thereby, in 2010, the government will exert all strengths to recover the economic growth rate and attain higher rate compared to 2009; to improve quality of growth, to strengthen macroeconomic stability and to curb the return of the inflation; to ensure social security and to improve the people’s living standards; to integrate actively and improve international economic efficiency; to keep socio- political stability and ensure national defence and security; to strive to fulfil the target of The five-year Plan 2006-2010. 

Table 4: Some economic indicators for 2010

	Indicators
	2010 target

	GDP growth rate
	6.5%

	GDP by current prices
	VND 1,931 thousand billion

	GDP per capita
	USD 1,200/person

	Total social investment (% GDP)
	41%

	Total export revenue increased
	6%

	The state budget deficit (% GDP)
	6.5%

	CPI
	7%


Source: Report on The socio-economic development in 2010
B. SOME MAIN FACTORS OF ACHIEVEMENTS AND LIMITATIONS OF VIETNAM’S ECONOMY IN 2009 AND SOME POLICY IMPLICATIONS
I. Some main factors of Vietnam’s economy in 2009
It can be said that Vietnam’s economy finished the year 2009 with many achievements which made many people surprised, even some economic experts agree that Vietnam’s economy has vital power out of law. There are many factors behind these achievements, including the efforts made by the government, enterprises and the people. The following sections will analyze in detail these factors.

1. Actions made by the Government and by all governmental levels 
1.1. Taking the initiative in adjusting and choosing priority objectives and in implementing main measures
Come back to the year 2008, Vietnam’s economy faced to two extremes “ice” and “fire”. “Ice” means the world financial market frozen, while “fire” means the serious changes in the world prices of three main product lines, including foodstuffs, energy and metal. The sudden increase in the price led the economy confronted with high inflation in the beginning of 2008; thus, the government had to change objective from growth to inflation controlling. But since 15th September 2008 when the global financial crisis and economic recession had started, the world market had affected in many Vietnam’s economic activities. Once again, economic objectives and policies had to change; from controlling inflation to preventing economic recession, to stimulate investment and consumption. Those adjustments were initiative, sound, timely, “preventing infront”, to stablize domestic situation in order to cope with the impacts of outside instabilities.

Therefore, Vietnam’s economy were not falled into the circle of crisis and economic recession (minus growth), the growth was declined only (means that the economic growth was still positive but lower than the previous quarter). When the economic growth was out of the bottom in the 1st quarter of 2009, apart from objective of “economic recession prevention”, objective of “growth rate maintainance and recovery” was added. Since December 2009, in order to prevent the return of high inflation, objectives of macroeconomic stability and inflation prevention have been given prominence.

Accompanying with the changes in priority objectives from inflation controlling to economic recession prevention, the Government had actively adjusted main measures from tightened to loosened, flexible and careful fiscal and monetary meaures. It is noted that the economic stimulus package put forward in the beginning of 2009 consists of the following components: (i) 4 percent interest rate subsidy package; (ii) consumption supporting package including exempting individual income tax and supporting the poor for their Tet; (iii) investment supporting package including exempting, reducing and restretching VAT tax for enterprises and giving free- interest rate loan for farmers to buy agricultural production equipments and machineries; (iv) public investment including constructing infrastructure, houses for students and apartments for low income people. 

In which, 4 percent interest rate subsidy loan for enterprises is evaluated as multi-effect measure with some outstanding features, as follows: (i) It is the separate and creative way implemented by Vietnam; (ii) It is suitable with Vietnam’s limited resources (USD 1 billion is equivalent to VND 17,000 – 18,000 billion. Now, only around VND 10,000 billion was used); (iii) It helps enterprises to access banking capital, to reduce capital borrowing costs and it has spreading effects; (iv) It has inter-industry characteristics; and (v) It is “prey” capital in order to attract a huge quantity of capital (more than VND 400,000 billion) from commercial banks for production and business.
In addition, a series of other rapid effect measures, such as losing the credit policy,  reducing basic interest rate, reducing required reserve ratio for commercial banks, paying bills debt, rediscounting and refinancing through open market operations, opening the foreign exchange rate amplitude, etc. to stimulate the increase in aggregate demand of the economy, and thereby increasing aggregate supply.

1.2. The achievements in inflation controlling
Accompanied with the GDP growth rate of 5.32 percent, the inflation rate at lower than 7 percent is considered as a double achievement of Vietnam’s economy in 2009. At the end of 2008, many economic experts argued that keeping the infaltion rate at less than 15 percent was a ideal for 2009 due to in 2008, inflation rate was approximately 20 percent. The task of inflation controlling in 2009 was considered as more difficult than in 2008 because inflation controlling was required in the context of ensuring the objectives of investment demand stimulus, consumption stimulus to stimulate production and strengthen export. In the context of upward trend caused by late effects of domestic and international demand stimulus policies and the recovery of the world economy, the continuous increases in prices will be surely happend.

Since the beginning of 2009, the Government has directed ministries, provinces to implement many synchronous measures to stablize the market prices. The details are:
- Ensuring enough goods and services to meet the consumer demand. Organizing effectively price stablization, especially in Lunar Tet: Many provinces used budget to give non-interest rate loans to enterprises which hold majority of market shares in these provinces, to invest in production essential product lines to meet the market demand. Most of enterprises which were given capital subsidy complied to the commitments to supply enough goods for Tet and keep prices 10 percent lower than the market prices.

- In 2009, the State continued to apply the market mechanism for some goods and services, such as increasing the average electric prices by 8.92 percent (from 1st March 2009); increasing price of coal for producing electric by 27 percent; adjusting the price of clean water; adjusting price of coal for producing paper, fertilizer, cement under the route from 22 percent to 44 percent and up to 90 percent of coal export price; implementing the adjustments of retail price of petrol and diezel, etc. The application of the market mechanism was concerned carefully and followed by the suitable route, aiming at avoiding the shock to the market and the people. In addition, the State has strictly controlled price increase proposals, price levels of goods and services spent the state budget, goods which are continued to be cost and price subsidy. The management mechanism of clean water price, of domestic airline transport fares, bus fares and petrol and diezel prices, etc. were continued to issue. Simultaneously, functioning agencies strictly implemented all measures to prevent the situation of abusing the market fluctuation to speculate and increase prices, especially in essential product lines for production and consumption such as petrol and diezel, construction steel, medicines, foods and foodstuffs. Across-border smuggling prevention has also been implemented strictly.

- The threat of the return of high inflation was warned earlier, thereby having active responds. The State Bank of Vietnam realized this threat early; thus the amount of capital for interest rate subsidy loans has slowly increased. Since the early of December 2009, basic interest rate, discounted interest rate, refinanced interest rate have increased, bringing a message on the increased rate of total payment means and total credit debts in 2010 will be two-third of growth rate of 2009. The Government has stopped working capital interest rate subsidy package timely. 

Thanks to all above consistent measures, the increased rate in consumer prices has controlled at allowed level. If decisive measures were not be implemented strictly, the CPI would be higher. Controlling inflation was a success, accompanied with economic growth rate at 5.32 percent and unemployment at un-warning level as predicted in beginning of 2009 in the context of global economic crisis which negative affected our economy. Keeping inflation at reasonable level also support for domestic consumption, thereby maintaining the economic growth when the export faced many difficulties. For the low income people, inflation controlling has great meaning when prices of the most essential product lines which accounts for majority of their expenditure increased lower. 

1.3. Effective combination between internal and external forces by giving prominence to internal forces and taking advantages of external forces
The year 2009 acknowledged the initial signals of changing trend in the economy towards less dependence on external sources, especially in terms investment capital and consumption market. 

For investment capital, the common requirement was to increase capital scale, it means to increase the ratio of total social investment capital on GDP. However, in the common difficult condition, FDI capital significant declined and could not reach to the historic peak of 2008 and disbursed slowly, etc. while domestic investment capital had to increase at higher level. Therefore, since the early of 2009, the Government and industries had implemented a series of measures to strengthen investment such as stimulating the investment demand, strengthening the implementation and disbursement process of development investment capital, speeding up the administrative reform process, actively implementing Proposal No. 30 on simplifying administrative procedures in terms of the state management during 2007 – 2010, improving business environment, etc. As a result, domestic investment capital increased higher than the common rate, contributing to the increase in ratio of social investment capital on GDP from 41.3 percent in 2008 to 42.8 percent in 2009. Also in 2009, domestic investment capital accounted for 74.3 percent of total social investment capital, much higher than 68.6 percent in 2008. 

In terms of consumption, in 2009, the export met many difficulties in the market, price, payment and technical barriers
, etc. In that context, domestic consumption must be increased. Return to domestic market becomes a clear message for Vietnam’s enterprises. Ministry of Politics has raised the campaign of “Vietnamese people give priority to use Vietnamese goods” and this campaign has received warmly response from all management agencies, ministries, enterprises and all population classes. As a result, the increased rate of total retailed sale of goods and revenue of after-sale services, after excluding the price increase factors, increased at two-numeral level (11 percent), one and a half higher than previous year, twice of GDP gowth rate and domestic consumption has become motive force of economic growth.
More important, the increase in investment capital and domestic market expansion has created foundations for investment and market restructuring for the next coming years.

1.4. Effective implementation of social security ensuring measures 
Ensuring social security was one of priority objectives of 2009. Since the beginning of the year, the Government has concentrated in directing agencies, industries to develop strictly programs and policies on hunger eradication and poor reduction such as Program 134; Program 135; Program 30a and many other National Programs to support minority ethnic people, special difficult communes; simultaneously strengthening the issuance of free of charge health insurance cards and remiting health-care fees, supporting for the poor households to build their houses, borrowing capital for production and business and lending to pupils and students, etc. Supporting the poor households, natural calamity affected households, having loss of domestic animal and fowls to stabilze their lives has successful developed. The implementation of social security ensuring policy has reduced difficulties facing the people to some extent, especially for the poor, minority ethnic people, remote and far areas, policy people, contributing to hunger eradication and poor reduction, solving employment and ensuring social stability.

These aforementioned measures has contributed to the common ratio of the poor of the country as a whole in 2009 reduced to 12.3 percent, from 14.8 percent in 2007 and 13.4 percent in 2008.

The achievements in hunger eradication and poor reduction in Vietnam continue to receive highly appreciation from the international community. In early of November 2009, the Food and Agricultural Organization (FAO) released the report named Pathways to Success at the occational of the World Summit on Food Security. FAO informed that Vietnam is one of the four most successful countries in hunger eradication and poor reduction under the Millennium Development Goals (MDG) (including Acmenia, Brazil and Nigieria). Also in this report, FAO defined 4 main factors to the success in Vietnam, they are: (i) to create favourable environment for economic development and wealthy for the people; (ii) to invest in the poor rural areas and to reach the riskest people; (iii) to maintain the gained achievements and to resist all threats; and (iv) to have sustainable development plan.

2. Actions made by enterprises
Vietnam’s enterprise community entered the year 2009 with many difficulties raising from the global financial crisis and economic recession. Many enterprises went bankrupt or to be bankrupted. Majority of enterprises lost their consumption market, they had to restrict their production scope, to cut off workers and to strive to resist pressures to maintain production and business. After economic crisis and recession, the challenges facing Vietnam’s enterprises do not only reduce but also increase when the economy is on the recovery process. These challenges are the pressures on reforming, on restructuring, on strengthening the competitiveness and on reducing the production costs. In this period, enterprises are required not only to content to exist but also to develop. If not strengthening competitiveness, enterprises cannot be existed because of serious competition in after-crisis period.

In this context, it can be said that most of Vietnam’s enterprises have successfully “overcome” and existed in economic recession context. This proves the standedness and enduringness of Vietnam’s enterprises, affirming that the Vietnam’s entrepreneurial spirit is not less than the world entrepreneurial spirit. A current survey conducted by Vietnam Chamber of Commercial and Industry (VCCI) shows that, around 91 percent of enterprises still produce constantly, more than 51 percent of large enterprises continue to invest in scope expansion, 56 percent of enterprises have demand to expand their market.

 To escape the crisis, many enterprises have strived to reduce costs, accept to reduce profits, strengthen their marketing activities and keep skilled labourers. Many enterprises have taken advantages of opportunities created by the demand stimulus policies
. In addition, the state expenditure for national trade promotion program in 2009 attained VND 172 billion (VND 90 billion in the first time and VND 82 billion in the second one); fund for trade promotion in domestic market reached VND 51 billion. Albeit in difficult context, a part of enterprises not only restructure their structure but also expand to the world market, even many enterprises are bold enough to expand their field and invest into foreign markets. Some trade-marks have affirmed their positions themselves.

Many enterprises have gained initial success in expanding consumer market to new markets namely African, Latin American and Oceania, etc. and especially they come back domestic market, including wide rural market. Having divesified orientations on market and activities, many enterprises have combined production with trade, in addition to commodity trading, enterprises have opened to service trading. This is a good attitude that is suitable with era’s trend. In particular, recently, many Vietnam’s enterprises have taken advantages of opportunities brought by crisis to buy advanced technologies from advanced markets such as US, Japan, EU to restructure their technology. This really is a measures having both immediate meanings and long term benefit. In difficult context, thanks to the guidlines by industrial accociations, many enterprises have aligned with each other under the line of “based on each other to exist and develop”. This is an intelligent line of conduct. In particular, they have aligned under the famous trademark and all strive for favouring protection rights of original instruction, of technical measures. For example, to help enterprises to overcome crisis, Hanoi Youth Enterprise Association has coordinated with many agencies, associations to organize successful many trade and investment promotion programs in many provinces and cities, namely Da Nang, Dak lak, Hai Phong, Quang Ninh, Thai Binh, Ha Nam, Nam Dinh, Vinh Phuc, Thanh hoa, Hoa Binh, Thua Thien Hue, etc. to find investment and business opportunities. In addition, it has strengthened the “solidarity and cooperation” among members within Association, brings into play their innovative capacity in production, business in order to integrate into the international economy.  By 12 domestic trade promotion times and many meetings with enterprises of Denmark, German, Singapore, UK, India, Finland. As a result, 4 enterprises have found suitable foreign partners and more than 10 enterprises have invested in some provinces and cities. Trade promotion activities have helped association members to have experiences and knowledge about foreign partners and to stablize the market.

The above results show that Vietnam’s enterprise community has solid stood and continues to develop in the economic crisis context, contributing to help Vietnam’s economy to bottom out of the crisis. Another notable in 2009 is that, there were more than 83,000 enterprises newly established, increased by 28 percent higher than 2008. This illustrates the belief of investors in economic recovery as well as the government measures and policies.
3. Actions made by all population classes
Albeit having efforts made by the government and enterprises, however, it is difficult to explain the rapid recovery of Vietnam’s economy if not considering the potential strengths within the population. Some economic experts said that it is vital power beyond the economic law. In fact, in our country, apart from formal economy, there is informal economy in which a huge amount of money stored by the population has helped private enterprises to overcome difficulties when they cannot access the formal credit system. This explains why small and medium enterprises strong develop in difficulties.
One notable issue is the improtant role and the active contribution of the agricultural and rural sector – where more than 70 percent of population and workforces live – into the achievements of the economy in 2009.  Agriculture – Forestry and Fishery contributes to overcome the minus economic growth (because agriculture has low growth rate but it is little affected by the crisis from the outside. It usually witnesses the positive growth unless having heavy natural calamity. Agriculture contributes to “relieve price”, control inflation because in most time of the year, price of foodstuff decreases.
Moreoverr, agriculture contribute to limit the decline in export volume thanks to the relative increase in agricultural – forest and fishery export quantity; Among 24 main export lines, 11 lines are belong to agricultural -forest and fishery group; among 11 lines having more than USD 1 billion, 5 are belong to this group. Agricultural and rural areas make domestic consumption increase when enterprises face difficulties in export and respond warmly the campaign ”Vietnamese people give priority to use Vietnamese goods”. Agriculture and rural contribute significantly into attract labourers who lost their job and lack of job in industries or industrial villages in order to stablize the society, etc.
Having these results thanks to the efforts of farmer who work hard to surmount all difficulties to maintain their productions and produce goods for the economy. Many poor people have well taken advantages of opportunities given by the government policy and supporting measures, for example, they are hold enough to borrow capital for investment in production, in their children learning, etc. to get rid of the poor and become the rich.

Another notable is to share in difficulties and all the people try their efforts to implement government policies and measures. In many difficult period, for example when the prices of some goods were adjusted to increase or there was rumour in the market, the people sympathize with and calmly overcome. This is important meaning for keeping stability and creating foundation for rapid and sustainable economic recovery.  

4. Closed coordination among the central government, industries, local governments and the population
The year 2009 witnessed many positive aspects of closed coordination among industries, government levels, the consensus among the government, enterprises and the population in implementing measures to fulfil the prioritiy target of the year. In 2008, all measures focused on monetary sector and placed too much “heavy burden” in this sector, making the monetary policy tightening, even “sensational” and it is difficult to forecast. However, in 2009, there was a consistent combination among fiscal, price, production and consumption measures, etc. The Government supported investment capital but provinces took responsibility for cleaning project fields and if slow, capital couldnot be arrived the construction fields. If enterprises were not save their costs, reduce production costs, price and organize distribution system, their consumption in domestic would meet difficulties; if storing US dollar, the price of US dollar would continue to rise. If the people do not believe in the government’s measures and lack of belief in VN dong, they are easily affected by rumour, VN dong will be invested in gold and USD, stocks, real estate, creating unusual changes in these chanels.
In practice, the closed coordination between the government, industries, provinces, enterprises and the population helped implementing measures, policies more efficient and effective, creating comprehensive strength to overcome the crisis.
5. Some limitations affecting the economic recovery
As mentioned in Part A, although having surprised recovery, there still have many limitations in Vietnam’s economy in 2009, in which, it is notable about the worsen of some important indicators in macroeconomic balance, including the increase in state budget deficit in both in absolute number and in percentage of GDP; the increase in government and foreign debts; trade deficit and current account balance deficit, making pressure on value of VN dong; the changes in foreign exchange rate, gold price making agitation. In addition, the loss in national competitiveness position, the inadequacies in policy coordination and adjustment, etc. also are notable issues.

There are many problems behind these limitations, including unsolved problems for a long time. Regarding macro aspect, there are following notable issues:

- Firstly, although economic stimulus package is evaluated to be efficiently, there still have many shortcomings and consequences, including: (i) unequal situation between enterprises having interest rate subsidized loans and enterprises without these loans happened, creating unfair business environment; (ii) the implementation of interest rate supporting mechanism accompanied with fiscal expansion and loosened monetary policies made total payment means and credit increase at high level, thus, mounting inflation, suddenly changes in foreign exchange, gold and real estate markets; (iii) efficiency of public investment package and of loans for farmers to buy equipments and machineries was limited because of difficulties in capital sources and lending procedures. Therefore, the pros. and cons. of economic stimulus package should be studied and evaluated in order to make suitable policies in the coming time.    

- Secondly, the administrative intervention by state management agencies in many economic areas, such as rice export, automobile, foreign exchange rate and basic construction investment, etc. is usual and common, making the market mechanism restricts significantly. In which, not small number of administrative decisions with many changes which are lack of forecasts, even opposite to strong affirmations made by competent persons some days before changing (e.g. foreign exchange rate) have affected enterprises and people’s beliefs. Most of administrative interferences focused on short-term economic issues while many long-term economic issues have not been considered.

- Thirdly, the coordination among ministries, agencies did not work well. This is illustrated by many cases, from foodstuff security, electric pole for hanging cable to policies and plans. As a result, the short-term improvement cannot replace long-term strategic and basic solutions which the economy needs. The worried gap in coordination among provinces and cities towards an consistent national economic whole which are reflected by high performance industrial and service clusters was exposed in 2009. All 63 provinces and cities have broadcasting and television station, newspapers, universities, ports, airports, etc. and boat building industry, metallurgy, cement, golf grounds, resorts. The decentralization for provinces and cities to implement some social economic tasks is necessary within a general whole, general plan and in the framework of transparent and disclosure indicators. The rapid increases in the number of hydro-electric factories, golf grounds which encroached agricultural land are the clear warning. Therefore, if this situation is not reorganized soon, industry and region structure will be dispersed and compete with each other. Investment will be overlapped and wasted. Inadequacies in infrastructure, electricity and trained labourers will be happened. All these problems can be seen now.
- Fourthly, Business Forum organized on 1st December 2009 and meetings of Hanoi’s and Ho Chi Minh’s People Council at the end of 2009 clarified that the weaknesses of infrastructure, traffic jam and inadequate plans not only cause time and money consuming but also become a real urgent problem for people who live or visit these two cities. Living environment in both urban and rural areas become worsen. In two big cities, Ha Noi and Ho Chi Minh, traffic jam makes people’s lives upset, time for travelling increase rapidly, causing economic damages; air polution, smoke, dust, noise, water polution, non-gathered and unsettled solid rubbish, etc. make the quality of people’s living reduce. The overloaded in schools, hospitals reflect the mistakes in planning in these two areas and the unfitness in urban plan because developing high floor apartments does not enclosed with investment in education, health, entertainment areas for the people. Although Ha Noi and Ho Chi Minh authorities have strived to find solutions for these issues, it seems that both these two cities still are at pains in a vicious circle with no way out.
The economic growth in the context of severe macroeconomic imbalance, loss of national competitiveness position, inadequate policy coordination in 2009 will lay a difficult signs for 2010 – a final year of a decade of implementing the socio-economic development plan. It is clearly that, Vietnam’s economy is standing at three-way crossroads in the non-easy development condition. Economic reform and restructuring require long-term and clear-sighted policies and decisions for the long benefits of the nation.

II. Some suggestions on policies and solutions for socio-economic development
The year 2010 plays very important role for implementing Vietnam’s socio-economic development plan because it is the final year of The Five-Year Socio-Economic Development Plan 2006-2010. This is also an opportunity for Vietnam to implement the comprehensive program on reorganizing the production under the line of strengthening competitiveness and surmounting shortcomings, creating foundations for designing and developing the next 5-year socio-economic development plan (2011- 2015). Therefore, it is necessary to have policy measures for not only 2010 but also the next coming years.

Firstly, experiences and lessons from implemenation of economic stimulus package in 2009 should be drawn. This work should be carried out independently and objectively not only by state management agencies but also by scientists based on a system of indicators and evidences getting from beneficiaries. This also is very necessary for the government to issue suitable policies for 2010. However, we should recognize that no proposal is fully perfect (no “one size fits all” solution), there always exists the trade-off. The importance is to consider and evaluate “what the gain is” and “what the loss is” for the socio-economy as a whole in both short-term and long-term.
Secondly, restrucuring the economy should be executed quickly and decisively in order to improve the economic performance and stability in line with more competitiveness and overcome the internal weaknesses. Currently, the Government has recognized the urgent requirements of the economic restructuring, the changes of growth model and the improvement in growth quality. The Government has policy on the economic restructuring and assigns Ministry of Planning and Investment to prepare a proposal on “Economic reform and structure changes towards 2020”. This proposal was designed in 2009 and has started to develop in 2010. Thereby, the economic structure change process is the systematic changes in the medium and long term, in order to establish a new suitable structure with higher efficiency. The main objective of economic structure change within the next 10 years is to restructure the economy and to reach a new development stage – a stage where the growth bases on productivity and quality, capital and technology intensive industries will gradually replace industries where exploit natural resource and are cheap labour intensive.
Thirdly, to solve the issue of budget subsidy, financial supporting from domestic and foreign soucres should be combined. If using foreign loans for creating source of government expenditure, these loans must be used in right objective and efficiency in order to create source for paying all debts in the future. In addition, negative impacts of foreign loan policy on foreign exchange and trade balance should be concerned. For the domestic issues, budgetary distribution and expenditure monitoring mechanism should be reformed to ensure the efficiency of budget expenditure.
Fourthly, the effectiveness of economic stimulus policies depends on investment capital usage efficiency and absorbing capacity of the economy. Therefore, restructuring of enterprises, especially state owned enterprises (SOEs), should be concentrated in Vietnam. It is necessary to review SOE sector and cut off loss-making SOEs. In addition, investment capital usage performance should be strengthened, especially capital from the state budget. It is necessary to re-consider the resource distribution and usage to widen spreading and high value added industries. Enterprises which are newly established with feasible business proposal and enterprises which have development ability and capacity to access modern technology should be given more priorities in order to help them to invest in equipments, renovate technology to catch up the the world production level. After the global economic crisis, we can see many weaknesses of the economy; therefore, this is an opportunity for restructuring the economy. However, restructuring is not a short-term issue. It should be designed and estimated carefully based on the real situation of the economy and the world economic evolution.

Fifthly, the scale and efficiency of economic restructuring depends on the settlement of “knots” of the economy, they are infrastructure, human resources, technology and administrative management agencies. In fact, the implementation of policy for dealing with these knots always creates good signals in the long-term and does not make distortion of the economy as a whole. Thus, when the economy is recovered, investment priorities should be transfered to solve above knots.
Sixthly, Vietnam now is in the process of industrialization and modernization. Due to the low starting point, in terms of material foundation, technique, scientific and technological degree, etc. As a result, this process is facing many difficulties and requires to develop all existing potentials, especially human resources. This means that it is necessary to find out solutions for developing human factor in order to develop positive aspects and limit negative ones, and then helping them to work and learn actively and engrossedly. Therefore, training and educating Vietnamese people should be concentrated to become skill and spirit workforces to meet the requirements of the country development and national construction and defence.
Seventhly, Governing capacity of the government shoudl be strengthened. The tasks of macroeconomic economic governing are too difficult and complicated in the coming time; thus requiring the Government and functional agencies to understand the real situation and to issue financial and monetary policies and measures timely, flexibly and suitably. The Government should improve its forecast capacity and strengthen the coordination between the government’s forecast offices and domestic and international research organizations. It is necessary to have consistent and comprehensive coordination among macroeconomic policies, including monetary, fiscal, foreign exchange and other policies, especially from policy-making stage, to solve and achieve the targets of inflation controlling and foreign exchange market stablization. Moreover, the government should evaluate and acknowledge the reflexiveness after applying policies in order to have timely adjustments.

Finally, in the context of economic recession, social security should be concerned. This has not only economic but also political meanings. In principles, all population classes are beneficiaries of social security policy. However, in the current context, farmers, policy and vulnerable persons should be given more considerations. Given more considerations for these persons will not only contribute to economic growth stimulation and recovery but also ensure social stability.
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� Ratio of investment on GDP in 2008 was 41.3 percent, in 2009 was 42.8 percent but GDP growth rate in these two years were 6.18 percent and 5.32 percent, respectively. The GDP growth rate was not proportioned to the ratio of investment on GDP. The competitiveness of the economy, of many industries and of many products is still low while Vietnam has full integrated into the world economy.


� In 2009, ICOR increased from 6.66 (in 2008) to 8.


� In practice, it is the first time since 1992, export revenues witnessed the decline compared to the previous year.


� In addition to the first demand stimulus package valued USD 1 billion, there is the second demand stimulus package worth nearly USD 8 billion to help enterprises to access longer term supporting capital.
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