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MID-TERM VIETNAM CONSULTATIVE GROUP MEETING 2010

VIETNAM BUSINESS FORUM
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Section I

REVIEW OF
INVESTMENT CLIMATE



HANOI YOUNG BUSINESS ASSOCIATION
# 24.5, VIMECO Bldg, Lot 95 Pham Hung, Hanoi
Tel: (04) 39723 723 Fax: (04) 39723 727
E-mail: vp@hanoiba.org.vn Website: www.hanoiba.org.vn

PROPOSALS FROM THE HANOI YOUNG BUSINESS ASSOCIATION
Contribution to the Midterm Vietnam Business Forum
Hanoi, May 26" 2010

Dang Duc Dung
Tran Anh Vuong
Vice Chairmen

The Hanoi Young Business Association is an association with nearly 900 members
actively supporting the development of the private sector. The association has
continuously contributed comments and inputs to the government and donor community
through the Vietnam Business Forum. Opinion polls from the business community for
dialogue with the government has been ongoing, with the comprehensive participation
of various companies and conducted in an increasingly constructive way.

Overall Perception

2009 is a milestone year that marks Vietnam’s preliminary success in emerging from
the crisis and stabilizing the macroeconomic situation for a higher development rate in
the following years. However, the business community in Hanoi remains concerned that
the business and investment climate has not really shown positive improvements to
date.

1. Flagship companies in Vietnam still seem to be investing heavily in real estate,
mineral resources, and financial services which results in unequal resource
allocation in the national economy and ineffective resource use.

2. The social security system exhibits uncertainty as employees have little to rely on in
times of emerging and sustaining crisis. The debt crisis in the Euro zone is likely to
send another wave of instability to the entire world, and the Vietnamese economy
may bear the consequences as the vital EU export market shrinks.

3. Too many industrial parks have been developed in different provinces and cities but
there is a lack of a national industrial policy. Many industries are at risk of losing
their competitive edge in the next few years as costs quickly increase and other
developing countries adopt a wider open-door policy.

4. The fundamental conditions for the development of a sound society such as
education and health care lack proper attention and efforts to mobilize private sector
resources. The education and training sector fails to reflect the needs of a country
that is striving to make a foothold in the globalization process. The health-care
sector with poor responsiveness and high costs is leaving tens of millions of people
struggling for good health.
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5.

Heavy urbanization, albeit lacking a fair vision and managerial capacity, leads to
very low-quality urbanization, which affects the confidence of businesses. Housing
for workers and low-income people remains a hugely important question without a
proper answer. Too many resources have been poured in high-end apartments and
office buildings in cities that are themselves stretched to extremes amid an
explosion of personal means of transportation and a serious lack of public services.

Recommendations

1.

It would be useful for the government to quickly review the current state of
industrialization in Vietnam with possible reference to other development models
around the world and consultation with the business community for the introduction
of an Industrial Policy for Vietnam for the next 30-50 years. Such a master policy
needs to address prioritized industries, research and development, potential sales,
technology purchases and exchange, conditions for developing high technologies
such as the establishment of innovative design facilities, developing auxiliary
industries, active involvement in global-workforce allocation, drawing investment in
technologies, and taking initiative in overseas investing for access to original
technologies.

With the dawn of the open-market policy at WTO accession, the Viethamese market
has encountered a strong and sophisticated engulfment of imported goods (cars,
pharmaceutical drugs, foods, milk etc), which hinders local companies from
increasing scale and maintaining sustainable competitiveness. Better governmental
policies are needed to build the nation's image and the mentality of supporting
authentic Vietnamese commodities (not just assembled locally and labeled and
packaged under a foreign name).

In order to protect arable land from salinity and drought as a result of climate
change, the government needs to assess the potential of local agricultural production
to create sound policies in developing biological, mechanization, and processing
technology for the promotion of high-tech agriculture and infrastructure
development. Increasing farmers' commitment and income and reducing produce
prices will allow Vietnamese to truly benefit from their prosperous agriculture
without the fear of rocking waves of inflation, which stem mostly from food and
foodstuff prices, and the loss of affordability for other essential human needs.

The urban environment is deteriorating the general quality of life. Pollution, not
only in the air and water but also from noise and light, is taking its toll on the health
of both employers and employees. More comprehensive policies and practical
responses are needed from the government to keep the water sources clean since this
is perhaps the greatest long-run threat. Inadequate water prices and quality along
with wasteful behavior despite expanded drought conditions will lead to a serious
shortage of water for many years to come.

Measures proposed by the Young Business Community
We are more than happy to contribute initiatives and assist the central and local
governments in addressing these concerns.
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Develop high-quality private vocational training institutions; focus on a balance of
skills, knowledge, and awareness of employees; and closely link education and
training with industry which is the sources of technologies and employment.

Develop innovative centers for design; trial production of industrial, consumer, and
interior products; and architectural design in order to access global creative thinking
on advanced technological processes and creative contribution to the preservation
and promotion of traditional and contemporary arts.

Actively seek opportunities to develop auxiliary industries like precise die casting;
mechanical production of spare parts as a substitution to imported goods; chemical
production, chemical products, and new materials.

Develop private research institutions over time for research and applied technology
transfer and testing advanced management approaches based on local and
international partnerships.

Invest in recycling energy industries and energy-saving technologies based on the
government’s ongoing plan to introduce relevant incentives in a context where most
countries are looking for “green” solutions for sustainable development.

Educate and encourage employees to support Vietnamese goods and take pride in
Vietnam’s industry, innovation, and technologies in an effort to develop
consumption supply for nearly 100 million people with the right balance between
the demand for increasing quality and the responsive capacity of a premature
industry and its technologies.

Promote corporate social responsibility by voluntarily taking the lead in the

following areas:

a) Funding support for hiring urban traffic guides at potential bottlenecks to help
prevent congestion.

b) Funding support for the training volunteers to remind/guide the public to comply
traffic laws, to recycle waste water and to preserve water supplies.

c) Financial support for scholarships and traineeship for poor students; financial
and employment support for vulnerable groups.
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Nuitnen Avuclatien Lé D, Khu viee 1, Phaimg Car Khe, Quin Minh Kiéu, TP Can Thao
Phone: (24-T10) 220520 = (34-T100 220530 | Fax: (84-T10) Ta5618

HIEP HOI DOANH NGHIEP 1 HANH PHO CAN THO E-mal: chamekongi@vnn.vn | Website: www.chamekong.org

CANTHO BUSINESS ASSOCIATION
POSITION PAPER
Contribution to Mid-term Vietnam Business Forum
Hanoi, May 26" 2010

Nguyen My Thuan
Secretary General

The Can Tho Business Association would like to offer the following suggestions which
the government should duly note and assist enterprises with:

1. Renovate Technology

Technology renovation is a vital for enterprises to improve their product quality and
their competitiveness. However, the legal framework that facilitates technology
renovation is unclear and needs to be further developed. Preferential import duties
should apply for machines used for renovating technology. In addition, the standards
and regulations applied to the creation and manufacturing of new products need to be
specified clearly to stimulate enterprise creativity.

For example, in the Mekong Delta, some enterprises have made use of the fish fat
collected upon processing Basa fillets for export and turning it into biodiesel for
machines, replacing a part of diesel made from petroleum. While this practice helps to
save resources and makes use of supplemental sources and waste, regulations on
technical standards for these types of products do not yet exist.

2. Assist with Environmental Issues

The environment has been a difficult problem concerning the government, society, and
business. For small and medium enterprises, implementing waste treatment activities is
a considerable issue as it requires hefty investment while they confront a shortage of
capital. For this reason, SMEs suggest that the government apply supportive
mechanisms via tax exemption or reduction within a certain period, which will help
businesses accumulate and build waste treatment activities.

We hereby analyze a specific example to identify the importance of waste treatment to
an entire locality, without even mentioning SMEs. In 1985, Can Tho city hosted a
Belgian expert delegation which visited the city to research a project of constructing a
waste treatment factory under an ODA program. After a period of implementing
surveys and research for applying Basse Sam technology, the project was canceled as
the waste in Can Tho contained a great deal of organic substances and was not classified
upon collection. Although Can Tho has hosted more than 30 investors with various
accompanied technologies since then, this city has still not been able to select a suitable
investor or technology to facilitate the establishment of a waste treatment factory. It is
not simple to decide which kind of technology to apply; how big the investment is; and
what appropriate conditions are to operate the waste treatment factory with the highest
possible effectiveness.
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