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Mr. Chairman,

Ladiesand gentlemen,

On behdf of the Vietnamese ddegation | would liketo expressour gratitudetothe Government
of France, the OECD/DAC, the Multi-laterd Development Banks, and the United Nationsfor ther joint
effortsin organizing the Second Hight Level Forum on Aid Effectivenessin Paris My sincerethanksaso
gototheorganizersof the Forum for providing thisopportunity to sharewith you our own experiencesin
theimplementation of the Rome Declaration at this Concurrent Session.

Asyou know, sncethe firg HighLevel Forum held in Romein 2003 the world has witnessed
tremendous progressin ad effectiveness a globa, regiond and country levels. The proven outcomes of
this process have degpened and broadened bath the contents and the scope of the Rome Dedlaration
around the three levd pyramid of Harmonization, Alignment and Ownership  with a view to the
achievement of theMDGs

Like other partner countries Vietnam has o far made great efforts to implement the Rome
Dedlaration Agenda

With regardto harmonization , asthe Government of Vietnamisfully avarethat harmonisation
is an effective tool to reduce transaction cosgs and to improve ad effectiveness Since the firgt High
Leve Forum in Rome, Vietnamese agencies have actively collaborated with the donor community to
move the process forward. With alarge number of donors, induding 25 bilateral donors, 15 multilatera
donors and nearly 400 INGOs operding in the country and with a big volume of committed ODA |,
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totaling US$ 28.82 hillion over the 1993 - 2004 period, Vietnam hasfaced agreat chdlengein itsefforts
to utilize this important resource in the most effective way, espedidly in the context of complexity of
donor guiddines and procedures. In order to ded with this challenge successfully, Vietnam has used
harmonization as an ingrument for more effective ad ddivery. A key chdlenge has been to bring
together the different harmonisation initiaives of various donor groups, indluding the 5 Development
Banks, (WB, ADB, BIC, KfW and AFD), the Like Minded Donor Group (12 bilaterd donors), the EU
and the UN sysem. There have dso been initiatives by some other bilaterd donors, for example: st
down and talk" - an initigtive from JCA of Jgpan that aims to address and implement a number of
meesures to improve the effectiveness of technica cooperation and generd grant ad.

Theefore, to harmonise harmonisation efforts and to maximise benefits, the Government and
the donors have adopted a common framework caled the Vietnam Harmonization Action Plan (HAP).
This has three guiding principles (i). it is country-owned; (ii). it is country-led and (jii) it provides for
diverse modes of ODA ddivery. The HAP has helped the Government to make ful use of its leeding
role in coordination, management, monitoring and evauation of harmonizetion in Vietnam. The HAP
has ds0 provided excdlent conditions for the establishment of the Patnership Group on Aid
Effectiveness (PGAE). This brings together an amonthly bas's the Government and key representatives
of the different donorsand donor groups and pushesthe ald effectivenessagenda and monitorsprogress
The PGAE will, for example, after thisHigh Level Forum benchmark progressin Vietnam against the
expected dedaration. The active role of the PGAE 0 far has made a ignificant contribution to speading
up an incdusive harmonization processin Vietnam.  The PGAE report to our lagt Consultative Group
mesting in December, 2004 isavalldbleto participantshere

With regard to alignment, the donors have mede great efforts to support the Government in the
implementation of its 10-year socio-economic development grategy (2001 — 2010), the 5year socio-
economic development plan (2001 - 2005) and the Comprehensve Poverty Reduction and Growth
Strategy (CPRGS). All have the common objective of the achievement of Millennium Deve opment
Gods (MDGs) and donors have been happy to dign their ad to Vietnam particularly to the CPRGS. A
number of funding fadilities have been established that ensure dignment to the Government devel opment

agenda

- With Vietnam's success in implementation of the Poverty Reduction Support Credit, a budget
support programme linked to reforms planned in the CPRGS, various donorsincluding Jepan, severd
Sate members of EU, the European Commission, and other bi-laterd and multi-laterd donors have now
joined with theWorld Bank and the Government in providing funding through thisfacility. ThePRSCis
proving an essential tool both for the rgpid and efficient channdling of funds and as a framework for
effective policy didogue between donors and government across awide range of fidds.

- Nonproject moddities such as budget support, programme and sector wide gpproaches have
been explored and piloted, especidly in the forestry, hedlthcare and education sectors, etc. dong with the



improvement of public finance management (partly through the Public Finance Project co-financed by
the WB and anumber of bilaterd donors).

- Presently, the donors, following a Government reguest, are supporting the preparation process
of both next 5-year socio-economic development plan (2006 - 2010) and anew ODA Mader Plan. The
next five year plan will have a strong poverty focus and a prominent use of indicators, and we anticipate
that donors will be able to dign fully their support to Vietnam to it, thus making a ssparate poverty
reduction srategy redundant.

In addition, the Government and the donors are actively meking concerted efforts in
improvement of legd and ingtitutiona framework together with capacity building for ODA management
under the Comprehensive Capacity Building Programme for ODA Management (CCBP) funded by the
PHRD/MWB and LMDG.

Dear disinguished ddlegates

At thisworkshop, | would like to share with you in particular the experience of my country in
srengthening two particular arees. Procurement and Public Financial M anagement Sysems.

Over the pest few years, strengthening procurement and public financid management systems
have been a the heart of the Government's reform agendaand are seen asa part of the overdl effort to
enable the Government to manage public resources more efficiently and effectively. To achievethisgod,
the Government has been working dosdy with the donor community, especidly with the 5
Development Banks and the LMDG, on variousinitiativesin thisarea. Here are some of the remarkable
results

1 Srengthening the Country Procurement Sysem:

With regard to capacity devel opment, the Government has been working to improve its public
procurement sysem through the revison of rdevant regulaions, promotion of trangparency, far
competition and tender monitoring via the launch of a nationwide informetion sysem incdluding a
Procuremert Bulletin and website, preparation of standard bidding documents. We have dso provided
cgpadity building for civil servants and other sakeholders working in this area. This whole exerdise is
intended to help srengthen the whole procurement systlem of the Government, and hep move this
sysem dose to an internationaly-accepted sandard.

Apat from the common support provided to improve the legd framework for procurement,
notably through aProcurement Ordinancewhichisunderway, thetwo donor groupshave adear divison
of labour inthisarea. Whilgt the LM DG has focused more on cgpacity building, the five Banks targeted
the devdopment of Country Procurement Assessment Reports that recommended action plans for
procurement system reform, and assisted the preparaion of nationd standard bidding documents for
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goods and civil works. Concrete results of such cooperation were found in the various inputs to the
revised procurement decree with dear improvement in terms of trangparency of processes, of the
formulation of sandard bidding documents for goods which are now admaost completed, and of find
adjusment. Whilgt thereremainsacertain ggp between Government proceduresand donor requirements,
the gap has been significantly narrowed, and work continues.

Indesd, with regard to the use of the Vietnam's country system, the 5 Development Banks have
dready made a commitment to use the Government's sandard bidding documents, with minor
adjugments, for the locd competitive bidding under projects funded by the Banks, once the documents
are findized. The harmonization exercise has successfully raised the rdevant Government agencies
undergtanding of the international procurement practices and enhanced the mutud understanding on the
procurement polices of the Government as wel as each Bank and, as | have sad, contributed
sgnificantly to the reduction of the gap between the two systems

The lessons learnt from process of srengthening the procurement system are:

» Evay gep of the reform should have abroad participation of sakeholders

Theimprovement of the country public procurement system as awhole requires an gppropriate
policy for capacity development aswel as adeguate time for change, usualy much longer then
the establishment of apardld and exceptiond sysem goplied only for ODA resources.

A\

2. Srengthening the Public Financial Management (PFM):

The overdl PFM agenda is a wideranging one that covers a number of key issues induding
fiscal trangparency and mutud accountability for both donor and Government sysems. Thefollowing are
some of the key initidives that Vietnam has undertaken over the pedt years

- The Devel opment of aMediumtermExpenditureFramework (MTEF): Thisisbased onapilot
exercise undertaken in a number of sectors and provinces. As afollow-up to the Public Expenditure
Review Exercise conducted in 2000 and in order to help strengthen medium-term expenditure planning,
the GOV has decided to pilot the development of Medium-Term Expenditure Frameworks (MTEFS) in
four sectors and four provinces. Whilgt in progress, the initid pilot exercises have provided an usgful
experience and have given vaugble ingght into how the country's fiscd planning framework should be
dreamlined. The processis a key gepping stone on the way to the establishment of full Sector-wide
Approachesin fidds such as hedth and education.

- Thecarrying out of a specific PFM  project: This ams to srengthen the PFM system of the
country through the modernization of State B udget management. It addresses processesfrom planning to
execution, reporting, and find accounts on the basis of amodernized Financia Management Information
System. It works a central and locd levels, improves monitoring and supervison of budget spendingin
al sectors, and within gpending units acrossthe country. Very importantly, it alsoimprovestransparency
in public financid management and capacity in public delt management and in the monitoring of SOE
fiscd risks



- The Devdopment of harmonised financial reporting toolsfor ODA projects: As part of the
ovedl 5 banks harmonisation exercise with the Government, an initiative has dso been undertaken to
develop acommon financid reporting format to be gpplied for Al projectsfunded by thefive Banksand
if possible extended later to cover al ad-funded projects. The agreed format was gpplied to sdlected
projects on atrid bass and feedback from the pilat implementation have dreedy been condgdered and
reflected upon. A few rounds of tests and revisons are expected with aso an increasing number of
participating donor partners beforefinaised formats can beissued asadircular linked to therevised ODA
Management Decree No.17. As the process develops, the possibility of integrating the new harmonised
formatsinto the reporting sysem for the domestic funded projects will be dso consdered.

The following are some key lessons learnt in process of srengthening the Public Financid
Management Sysdems

<> More atention should be given to deve oping cgpecity of the nationd government sysemthanto
developing capacity of assparate sysem thet islimited only to ODA resources. Thiscan beexplained by
the following ressons:

»  BEvery dakeholder would benefit from the development of the country’s cagpacity and
the government system regardiess of the funding sources or ad moddities, becauseit is
the through the government system that goods are provided to dl.

»  Edadlishingagpecid sysemfor ODA increasesthe differencesin procedures gpplied to
ODA projects/programmes and those funded by domestic resources. Thiskind of dud
sysgemis not sudtainable and increeses adminidrative costs and burdens.

»  Sncethereformsof the country sysemwould have Sgnificant effect notonly on ODA -
relaied stakeholders but on a full range of others as well, the recipient government’'s
srong ownership and leadership is essantid. Reforms may take along time, but their
but their impact would be much greater than any impact gained from establishing adud
sydem. Respecting the Government’s ownership and sdf-determination, a patient
goproach is necessary in implementing or Supporting these capedity deve opments.

X Itiscrucid for partner countries and donorsto look into the red Stuations of public expenditure
aswdl asof ad management ontheground. Without concrete andlysisof thereditiesand technicdlities,
and base-lining work to identify the current Stuation, and to set down targets and performanceindicators,
there is no corcrete way to messure the red levels of progress or identify the roadmap for the needed
reforms

Thank you for your atention!






