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CG-statement on behalf of the EU member countries by Mr. Rolf Bergman, Ambassador of Sweden – long version.
The challenge and responsibility of becoming a middle income country.

Introduction 
This version is an addition to the European Union statement delivered at the 2009 Consultancy Group (CG) meeting in Hanoi. This version elaborates on some of the topics touched upon in the shorter version and presents the EU’s view on the development and current status of five key areas essential for continued development in Vietnam: the economy, climate change , poverty and aid effectiveness, human rights and corruption. It also contains recommendations for further development. In our view the current challenges of handling changes in climate and the financial crisis, make continued efforts in these areas even more critical.
With this background the main message the EU wishes to stress at 2009 year’s CG-meeting is that, despite positive development in recent years, new stairs has to be climbed in order to become a Middle Income Country in the full sense of the word. The Government of Vietnam has to make use of the whole society with all its strength and ideas. Inclusion, transparency and a broadening of spaces for public debate should, in our view, be guiding stars. In order for the society to develop – new ideas must be allowed and tried. Researchers, journalists and lawyers have to be encouraged to raise their voices to be able to contribute to the future of Vietnam. They should not be silenced or discouraged.  Recently, however, worrying signs seem to indicate that the development is going in the wrong direction. Of specific concern are the tendency of a slow down of reforms, increased inequality, recent arrests of a number of journalists and lawyers and new restrictions on civil society and the media. 
In sum, the EU would like to point out that further steps are required if Vietnam is to maintain the pace of development and shoulder the responsibilities of a Middle Income Country. We believe that there is currently a unique window of opportunity, based on the awareness of consequences of Climate Change, recent economic growth, poverty reduction and Vietnam’s good record on reaching the Millennium Development Goals. This momentum should not be lost. Below are our recommendations divided by key area. 
1. Climate Change 
As the people of Vietnam know all too well, climate change is already a reality. It represents one of the greatest environmental, social and economic threats facing the planet. The Member States of the EU are committed to working constructively for a global agreement to control climate change, and is leading  the way by taking ambitious action of its own. The warming of the climate system is unequivocal, as is now evident from observations of increases in global average air and ocean temperatures, widespread melting of snow and ice-, and rising global mean sea level. The sea level rise scenarios for Vietnam launched in September 2009 estimate that sea levels rise by 0.75 meters by 2100 can be expected, necessitating comprehensive action on the part of Vietnamese authorities for future planning in all sectors.
A National Target Programme is good but rapid implementation is needed 
The Government of Vietnam’s rapid policy response to the climate change challenge, exemplified by the delivery of the National Target Programme on the Response to Climate Change (NTP RCC), with its cross cutting adaptation and mitigation windows of opportunity is commended by all EU member states. The Government is now encouraged to ensure an integrated and aid effective approach in its implementation.  While some progress has been made to establish the institutional modalities to ensure the implementation of the NTP RCC, most notably through the creation of the Standing Office for the NTP RCC, much remains to be done. The inter-ministerial circular outlining the flow of funds and role and responsibilities between key ministries has yet to be approved. The development of a monitoring and evaluation system must be finalized, and the capacity building needs for the Standing Office must be articulated. Most importantly, mechanisms and institutional responsibilities for donor coordination need to be defined. 

It is considered vital that in the meantime, in order to preserve precious time, human and financial resources, the Government ensures timely integration of climate change adaptation and mitigation considerations into the new SEDP planning cycle for the period 2011-2015. This can be achieved in a cost-efficient and aid-effective way through the existing legal frameworks and policy mechanisms, especially by using the integrated planning tools which support the national environment and climate agendas.  The preliminary considerations can be up-graded and fine tuned during the annual planning cycle when the NTP-RCC related guidelines are available.

Cleaner use of natural resources and rely more on renewable energy
Development partners recognize that Vietnam remains one of the most vulnerable countries in the world to climate change, and that mitigation and adaptation is at the forefront of the minds of the Government leadership. Nevertheless, the considerable opportunities posed by pursuing a low carbon economy should not be missed. By ensuring that medium and long term planning takes into account and provides suitable incentives for climate proofing of investments, focus on cleaner ways of using coal and greater reliance on renewable energy, as well as so called no-regrets investments, the country can capitalize on the opportunity to place itself on a more competitive path to tackle the economic challenges of the future.  

As the time of the 15th Conference of the Parties (COP15) rapidly approaches, the development partners welcome the Government of Vietnam’s representation at the highest level. As a country that stands to be severely affected by climate change, partners call on the Government of Vietnam to speak up to ensure an ambitious and equitable deal. The people of Vietnam deserve no less.
2. The economy  
The past 12 months have seen a shock to the world economic system unparalleled in recent times, with both the developed and developing countries suffering the impacts of the economic downturn. Vietnam seems to have weathered the crisis better than most, and was one of only a dozen countries worldwide to register economic growth in the first half of 2009. However, it remains important to be vigilant against inflation and exchange rate fluctuations, seeking economic stability rather than rushing ahead with a new stimulus package. The most vulnerable, for example the poorest, women and ethnic minorities, are always hit the hardest. A challenge is to keep everyone above the poverty line.
The most vulnerable must be the focus of attention 
Having seemingly overcome the worst of the economic crisis through the development of timely monetary and fiscal policies and its stimulus package, the challenge over the coming twelve months will be to refocus on addressing fundamental problems in the economy, and developing appropriate structural reforms to sustain economic competitiveness. The limited fiscal space at the Government’s disposal should not prevent it from pursuing socially-inclusive policies, in line with Vietnam’s Development Goals and Socio-Economic Development Strategy. Measures taken to handle the economic downturn should be particularly sensitive to vulnerable group’s situation and needs. 
In order to raise confidence in the economy, protect vulnerable groups and individuals from the effects of the economic downturn and boost Vietnam’s attractiveness for foreign investment, we believe the priorities of the government should focus on four points:

1. Economic policies should be sensitive to special needs of women, ethnic minorities, rural and urban poor and other vulnerable groups. Key is to safeguard all person’s rights and not let people slip back into poverty during economic downturn.

2. Intensify efforts to improve the efficiency and quality of the economy by accelerating the pace of economic and regulatory reform including the equitization of State Owned Enterprises (SOE’s), implementing the WTO commitments and moving towards further trade liberalisation through the opening up of markets via Free Trade agreements.
3. EU Member States remain committed to support the public finance reforms of the Government of Vietnam but request more clarity concerning the Vietnamese Public Finance system for instance through the application of the Public Expenditure and Financial Accountability (PEFA) framework elaborated by the OECD, the World Bank and other development partners. 
4. Stimulation of a green economy generating employment and raising incomes and welfare across the board. This is especially important as Vietnam tackles the challenge of mitigating and adapting to Climate Change.
5. The EU wants to acknowledge the positive progress made in Partnership and Cooperation Agreement (PCA) negotiations which hopefully will be concluded in the 2nd half of 2010.
3. Poverty 
Poverty has steadily and impressively decreased in Vietnam over the past two decennia and some recent publications indicate that a poverty rate of 10% might be reached by the end of 2009, in line with the target of the SEDP. Most of Vietnam’s Development Goals are likely to be achieved by 2015. However, some concern relate to the areas of lower secondary education enrolment, maternal mortality, under-five malnutrition rate, HIV prevalence, public expenditure on health care and water access/sanitation.
The financial crisis has reduced the government’s fiscal space and it will be faced with difficult arbitration between the need for economic stimulus and the importance of maintaining the momentum on social spending and targeted poverty reduction. The reduced resources at the Government’s disposal should not prevent it from pursuing socially-inclusive policies, in line with Vietnam’s Development Goals and Socio-Economic Development Strategy. Several examples in South East Asia demonstrate the negative impact weakened government attention for the social agenda may have on reaching the Millennium Development Goals.

In spite of new patterns of poverty developing due to migration and urbanisation,  poverty in Vietnam remains essentially rural and affects particularly ethnic minorities. Pending the availability of recent and detailed data from the 2008 Household Survey, some surveys points to an encouraging decrease of the poverty rate among ethnic minorities by around a third. Targeted programmes in these areas have probably played a major role and need to be continued and reinforced. While the picture seems much better in urban areas, emerging patterns of urban poverty need to be further analysed.
Gender equality

Vietnam has a good track record when it comes to improving and striving for gender equality. We want to acknowledge that achievement, and at the same time encourage the Government to continue the battle against inequality and to continue also through mobilizing the men in the fight against domestic violence. Something that we know the Government is paying attention to.
There is still a need for an effective social protection system
Social protection remains an issue of serious concern, in spite of supportive recent legislation, notably on health insurance. With more than 70 percent of health expenditure still coming from out of pocket payments, and the intended increase of  public expenditure on health lagging, the Government is encouraged to step up its efforts. Without further attention poor persons alleviated run the risk of falling back into poverty when faced with serious health problems. 
The Government of Vietnam is therefore encouraged to accelerate the implementation of recent legislation in the social sector, to make adequate budget means available for this purpose, and to give a strong poverty focus to the SEDP 2011-2015.
4. Aid Effectiveness 
The EU intends to strongly align to the SEDP and commends the Government for having started consulting with donors on 21 November. We are looking forward to close dialogue and consultation throughout the process of preparing a high quality, “green” and pro-poor SEDP 2011-2015.  

In view of the nearing graduation to Middle Income Country status and the impact of the global economic slowdown, some development partners are reformulating their priorities and their strategies for development cooperation with the Government of Vietnam. The EU member states regularly undertake an EU donor mapping exercise of their current and upcoming priorities and activities in Vietnam, considering Division of Labour and possible joint initiatives. We encourage the Government to undertake a similar mapping of all development partners active in Vietnam, as this would facilitate making best use of their comparative advantages.

In line with the PGAE strategic framework, EU will continue to work towards further use of Programme Based approaches and joint-capacity building. The EU members are also encouraged to make further use of national systems. The adoption of Public Expenditure and Financial Accountability assessments would facilitate this. An overview of for example the national procurement system would also be helpful in this regard .
Let us share some concrete examples of the efforts being made by the EU in achieving aid effectiveness:

Coordination -  The EC is co-financing with the EC Health Sector Capacity Support Project (SCSP), where the EC delegated funds to Germany for activities in certain provinces where DE has comparative advantages and well-established relations with local stakeholders; Luxembourg in its turn delegated funds to EC to implement the capacity building project. 
The Justice Partnership Programme with the overall objective of developing a capable, ethical, democratic and rights-protecting justice sector, will be taken up as of January 2010, in the form of a joint capacity building exercise with Denmark and Sweden (Sweden through delegated responsibility to Denmark).
Programme Based Approaches - Sound progress was made in the areas of health, sustainable tourism development and support to Government’s Pro Poor programmes. 10 milestones for implementation depicting the progress towards Aid Effectiveness have also been monitored jointly with MoH.
PRSC Process- EU donors continued to adopt a lead donor approach at sector level open to the whole donor community. In the mid-term review process donors took a lead on several sectors such as health, education (EC), environment (DK) , water (DE) and gender (ES).
Continued joint analytical work - Joint donor approaches at EU and EU/LMDG level in analysing global and sector strategy documents were carried out. The mid term review of the SEDP, and preparations for the SEDP 2011-2015 provided an opportunity for EU donors to develop a joint analysis on the report produced by the Government (MPI). EC, Germany, France and Finland formed a small working group for this task under the lead of the EC.
EU-UN Cost Norms adoption - A tripartite approach (UN, EC, MPI) aiming at bringing cost norms closer to the market was carried out, and EU-UN Cost Norms were adopted, offering a platform for other donors to join in.
Division of Labour and Complementarily  - The EC organised jointly with LMDG an EU-LMDG work shop in the context of SEDP Mid Term Review. A review of Vietnam’s macro-economic situation, its progress towards the Millennium Development Goals and the concrete results achieved in selected fields of the SEDP were the basis for discussion on a joint response to Government. Within the donor community the discussion process strengthened the common understanding of achievements and challenges helpful for GoV to consider in its design of the next SEDP. 
EU support to PFM reform  - The EC, Denmark and the Netherlands continued their support as contributions to a 4-year multi-donor trust fund managed by the World Bank to support the implementation of major reforms in Public Financial Management by the Ministry of Finance. AusAID and CIDA are also participating donors.  EC-DK-NL contributions represent 3.8 million USD, more than half of the global amount of the project. 
5. Human Rights and Corruption 
How to deal with the threats – be open, transparent and inclusive
The climate change and economy sections above highlights two current threats that the world is forced to deal with. To do this in an efficient and sustainable way continued opening up of the society is needed. In our view this is one of the most crucial issues facing Vietnam in the coming years. 
The EU strongly believes that development depends on whether the whole population is involved and utilised. Inviting different parts of the population to participate in handling these challenges should, in our view, not be seen as an obstacle or disadvantage but rather as a largely untapped resource for sustainable, democratic and qualitative development. To achieve this the public space for discussion must be broadened. Lawyers must be allowed to work without fearing arrest. Implementing Political and Civil Rights as well as Economic, Social and Cultural Rights, for instance as stipulated in a number of UN Conventions, is vital in order to further encourage public trust and participation of all parts of society. Inclusion – not exclusion should be the guiding path. This perspective will assure a stable, open and free society where everyone’s views and experiences are valued and all enjoy the right to express themselves.  

True freedom of expression remains a concern in Vietnam and the recent arrests, and convictions, of a number of journalists and lawyers continue to cast a dark shadow on Vietnam’s human rights record. The EU strongly urges the Government to lift the restrictions on freedom of speech and allow its population to peacefully express their views. This is, in our view, one of the most fundamental components of a democratic society. 

Government can not tackle corruption on its own – everyone must be given responsibility

Corruption continues to be a major adversity in the Vietnamese society and despite the Government’s commitments against it remains a considerable obstacle to foreign investment as well as the general public’s access to important services such as health and education. Corruption also put Government’s plans to adapt to the threats from Climate Change and Economic instability in jeopardy and erodes public confidence in public systems. Progress in environmental sustainability has been hampered by a lack of transparency which sometimes results in allocating scarce funds to the wrong hands.  ODA funds provided by development partners are also vulnerable to corruption. We however, also recognise the potential linkage between ODA flow and increase in corruption. 

The ratification of the UNCAC is a step forward, but not enough. The more demanding task of changing perceptions about corruption still remains. In our view, the Government can not tackle this on its own. The Government of Vietnam has to allow media to scrutinize the power,  to allow NGO’s to act as watchdogs should be encouraged, not controlled. Public access to information must finally become a reality. Everyone must be included and take responsibility for the fight against corruption. This is critical if Vietnam is to reach its ambitious goals for the coming decade. 

In the context of transparency and anti-corruption measures the mass media’s role as a watchdog is central. In this capacity it can be a powerful ally in exposing violations of laws and regulations as well as help safeguard people’s rights. A more independent role for the media should with this perspective be encouraged. 
Free and independent research is also an integral part of an open and democratic society. Free research is also an asset that can facilitate the responses to future challenges providing innovative ideas and solutions to complex problems. Free research is crucial for Vietnam’s ambition to become an industrialized country in the future.

Finally,
The EU reconfirms our support for your efforts and will jointly try to assist you in the struggle for continued poverty alleviation,  mitigating and adapting to climate change, fighting corruption and broadening the space for public debate. In addition we reconfirm our support to the process of aid effectiveness. We hope for many years of friendship and openness, sharing both successes and challenges of the future. 

