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INTRODUCTION AND SUMMARY

Vietnam officially launched the Economic Renovation, so called “Doi moi”
in Viet nam. However, not until 1989 a series of mandatory comprehensive
measures began, aiming at stabilizing and opening the Vietnamese economy to
the world. Thanks to reforms and global integration, Vietnam has been achieving
a great deal of impressive economic success, which has been highly appraised by
the international community.

During the last twenty years, Vietnam has obtained the relatively high eco-
nomic growth rate, specifically at the average of 7.4 percent in the period of 1990
to 2007. This high economic growth was supported by the increase of state and
private investment and savings. The growth was oriented mainly by domestic
investment while the domestic share of the total investment experienced a slight
decrease in 2000. Thus, the gap between saving and investment has thereafter
been widening, caused by the raising of investment ratio in parallel with a decline
of saving ratio over GDP. Foreign saving has played a key role and contributed
more and more to total investment in Vietnam.

After a series of encouraging success, the Vietnamese economy has recently
been faced with more serious obstacles. In 2007 and early 2008, some unstable
economic outlook pushed the Government to reduce the targeted economic
growth from between 8.5 and 9 percent of GDP to 7 percent, and implement a
policy package to stabilize the economy. The downturn of the Vietnamese econ-
omy lately raised many concerns about the stability and efficiency of the financial
sector, especially in the context of global financial crisis.

Many recent studies show that sustaining a sound financial development,
while mitigating possible financial crisis, is required for sustainable economic
growth and effective poverty reduction. Globalization will create more chal-
lenges for the whole financial sector: foreign providers will be substituted for the
domestic ones in some services sooner or later, and constrain the role of the gov-
ernment. This book focuses on analyzing and examining the hot issues in the
Vietnamese financial sector, from sources of saving to managing capital inflows
and the operations of the financial markets in the Economic Renovation, as well
as evaluating the impacts of these funds to the economic growth and develop-
ment in Vietnam.

Chapter 1 “ Saving - Investment Balance and Viet nam economic growth”
written by Nguyen Ngoc Son discuses the role of saving — investment in the Viet
nam economic development in the period of 1995 - 2007. The author analyzes
the three main sources of saving and investment such as: Government, enter-



prises and households, as well as the rotating of savings and investment among
these sectors. Moreover, the author also evaluates the impact of external fund
(ODA, FDI) on Vietnam economic growth since 1995 up to now and examines
the roles of financial systems in mobilizing saving for investment.

Chapter 2 “Managing capital inflow: the case of Viet nam” written by Vo Tri
Thanh and Pham Chi Quang focuses on the most important problem in Vietnam
now: how to maintain the sustainable economic growth and financial develop-
ment as well as reducing the financial risks. This study introduces some reform
measures including solving the problems raising in the economy currently such
as: the weaknesses of economic institutions, infrastructure and human resources,
modernization State Bank of Vietnam, improving the risk management capacity
in banking activities and financial control system.

Chapter 3 “ Economic growth and foreign direct investment in Viet nam: an
empirical analysis” provide an analysis of correlation between FDI and economic
growth in 61 provinces in Vietnam from 1996 to 2005. The empirical results
show that the correlation between FDI and economic growth in all provinces is
positive. However, the positive impact of FDI on provincial economic growth
depends much on the absorption of the economy.

Chapter 4 “Roadmap for the mobilization and utilization of ODA in Viet-
nam ” by Nguyen Quoc Hoi explains the current situation of mobilization and
utilization of ODA in Viet nam in the period of 1993-2007 and suggests some
measures and solutions to improve the effectiveness of ODA utilization.

Chapter 5 “On the empirics effectiveness of Official Development
Assistance (ODA) in economic growth in Vietnam” by Nguyen Hoang Phuong
provides the empirical results of the contribution of ODA to Vietnam economic
growth in the period of 1993 - 2006.

In Chapter 6 “Equitization in Vietnam: corporate governance perspective”,
Quach Manh Hao reviews some relating researches in corporate governance first,
and then propose some recommendation for the post-equitization in Vietnam.
This paper implies that a best practice in corporate governance will become more
important for the equitization. The State - SCIC should behave as larger share-
holder in the process of equitization aiming at improving the effectiveness of
SOEs.

Tran Thi Thanh Tu analyzes the development of corporate bond market in
Vietnam in Chapter 7 “Development of corporate bond market in Vietnam”.
The author examines the limitations of this bond market as well as proposes some
policy recommendations to enhance the development of this bond market, espe-
cially the solutions to improve the liquidity, create incentives for market makers
and set up the independent credit rating agency.



