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At the 14th Asian Regional Meeting in September 2006, representatives of governments and employers'

and workers' organizations from Viet Nam and other Asia-Pacific member States of the International Labour

Organization (ILO) committed themselves to an Asian Decent Work Decade - for the period up to 2015.

Decent work involves not only whether women and men have any job but refers also to productive employment

that provides an adequate income to keep them and their families out of poverty, security in times of adversity,

good working conditions and a voice in decisions that affect their lives and livelihoods.

is a rich information source that can be used as an advocacy

tool for advancing decent work in Viet Nam. The report provides an overview of recent labour market trends in

the country, followed by thematic chapters on the impacts of the global economic crisis and labour market issues

for Viet Nam during the Asian Decent Work Decade. It also includes an annex of internationally comparable

and sex-disaggregated labour market statistics. In addition, the report provides a number of policy

considerations for the Government of Viet Nam in planning the Socio-Economic Development Strategy for

2011-2020 as well as the Socio-Economic Development Plan for 2011-2015.

This report was developed by a research team from the Institute of Labour Science and Social Affairs

(ILSSA). The team was led by Nguyen Thi Lan Huong and comprised of Bui Ton Hien, Luu Quang Tuan,

Nguyen Trung Hung, Nguyen Huyen Le, Nguyen Bich Ngoc, Pham Ngoc Toan and Chu Thi Lan. Financial and

technical support was provided by the ILO under the overall guidance of Gyorgy Sziraczki. Special mention

should be given to Sukti Dasgupta and Phu Huynh for their assistance in developing the report structure and

technical review of various drafts, and to Phan Thi Thu Huong for project coordination. In addition, Manolo

Abella, Pong-Sul Ahn, Tim de Meyer, Steven Kapsos, Tsuyoshi Kawakami, Nguyen Hoang Ha, Nguyen Thi Hai

Yen, Nguyen Van Theu, Ina Pietschmann, Annemarie Reerink, Bill Salter, Andrea Salvini, John Stewart and

Youngmo Yoon provided technical inputs at various stages of the report's development, while Karen Emmons

supported the language editing of the English version.

The report also benefitted from feedback gathered at a national consultation workshop in May 2009,

which included participants from the Ministry of Labour, Invalids and Social Affairs, the Viet Nam Chamber of

Commerce and Industry, the Viet Nam General Confederation of Labour, the Viet Nam Cooperative Alliance,

the Ministry of Planning and Investment, the General Statistics Office and other stakeholders. Subsequently, in

November 2009, a validation workshop was held to review the draft report and critical inputs were provided by

Nguyen Huu Dung, Tran Xuan Cau, Mac Van Tien, Ngo Truong Thi, Nguyen Thi Kim Dung and Nguyen

Manh Cuong, among others.

is a reflection of the strengthened collaboration between the

ILO and the Government of Viet Nam in helping to realize decent work in the country.
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Executive summary

1. Recent economic, labour market and
social developments

Since the adoption of market reforms in 1986, the economy of Viet Nam

has developed impressively, with an average growth of 7.5 per cent per year from

2000 to 2008. This trend coincided with a shift from an agriculture-based economy

to one driven by industry and services, and also a considerable increase in the share

of export trade in GDP. Per capita income surpassed the middle income country

threshold of USD 1,000 in 2008, and represents a remarkable expansion of more

than 2.5 times the level in 2000.

Due to the dramatic decrease in fertility rates during the past few decades,

the share of the working-age population is growing significantly while the

population dependency ratio is falling. This demographic pattern presents a

golden opportunity for Viet Nam's growth and development prospects if the right

policies are chosen.

Viet Nam's labour force grew annually by an average of 1.06 million during

the 2000-2007 period and totalled 46.7 million people in 2007. However, despite

some advances, the labour force remains mostly unskilled as nearly two-thirds did

not have any technical education.

The average annual growth in employment between 2000 and 2007 was

approximately 1.03 million, slightly lower than the growth in the labour force.

Relative to the strong rate of economic expansion, employment generation has

been rather weak in Viet Nam. During the period of 2004-2008, the employment

elasticity of total employment to total GDP in Viet Nam lagged behind most

countries in the ASEAN region, indicating the need for the right mix of

employment-centred development policies.

Coinciding with the sectoral shift in the economy, agriculture is absorbing

an increasingly smaller share of the employed labour force as workers are moving

into industry and services. Similarly, wage employment has grown steadily in recent

years; however, a major concern is that 76.7 per cent of all workers were engaged in

vulnerable employment in 2007. In particular, a majority of women (53.5 per cent)

were unpaid for their work as contributing family workers.

Unemployment remains an issue primarily for youth as more than half of

the unemployed population (52.5 per cent) in 2007 were young people aged 15-24.

In addition, female youth (6.3 per cent) face higher unemployment rates than male

youth (5.8 per cent). Young jobseekers are four times as likely to be unemployed

than their adult counterparts. Also, unemployment is higher in urban areas

whereas underemployment is more prevalent in rural areas.
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Labour productivity is critical for economic growth, sustainable wage

increases and poverty reduction. In comparison with other countries in the region,

Viet Nam's labour productivity growth from 2000 to 2008 was quite outstanding

and exceeded all other ASEAN Member Countries. However, the country's

productivity remains low in absolute terms and was equal to only 61.4 per cent of

the ASEAN average, 22 per cent of productivity in Malaysia and 12.4 per cent of

the level in Singapore.

As a result of robust growth and targeted measures, Viet Nam has achieved

remarkable success in poverty reduction. The national poverty rate fell from 37.4

per cent in 1998 to 14 per cent in 2008. However poverty alleviation has been

uneven as rural households and ethnic minorities are significantly more likely to be

living below the poverty line.

Viet Nam has made steady progress in establishing a number of institutions

to protect society, including a social insurance scheme, unemployment insurance

system and a labour inspection regime. However, significant deficits remain in

terms of the reach of the various programmes as the majority of workers, many

working in the informal economy, are not covered.

Indicative of an economy in transition, Viet Nam has seen a rapid rise in the

number of industrial labour disputes over the past decade: from 70 reported cases

in 2000 to 720 incidences in 2008. These figures reflect, in part, a number of

shortcomings in the industrial relations regime, including mechanisms for social

dialogue, collective bargaining and wage setting.

In the past couple of years, Viet Nam has wrestled with a volatile

macroeconomic climate due to rising price inflation and then the global economic

recession. In 2008, the consumer price index grew by an alarming 23.1 per cent but

was reigned in following a tightening of monetary policy and decreasing public

investment.

Subsequently, by October 2008, the Government shifted its focus to the

global economic downturn, which impacted Viet Nam through a significant drop

in trade, investments and tourism. By the end of 2009, however, Viet Nam appears

to have weathered the worse of the crisis and saw the economy grow by 5.3 per

cent. Although not as strong as in recent years, economic growth in 2009 was

relatively robust compared to estimates for many countries in the Asia region.

In terms of the labour market, impact assessment surveys indicate that the

crisis has indeed taken a toll. Findings from enterprise surveys show that many

firms scaled back their production, resulting in a contraction in working time or the

loss of jobs. However, other enterprises concurrently expanded their workforce,

and, in sum, total unemployment levels are estimated to have not increased

substantially.

By sector, the crisis has impacted Viet Nam's handicraft villages as foreign

and domestic market demand contracted and sales contracts were cancelled,

leading to enterprise closures and retrenchments. In addition, results from surveys

conducted in four rural provinces indicate that the crisis has led to an increase in

the number of returning migrants retrenched from jobs in urban industrial zones

2. Impact of the global economic crisis in
Viet Nam
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or even abroad. Furthermore, a majority of households have been forced to cut

back on certain food expenditures as the crisis has pushed some near-poor rural

households into poverty, particularly in the mountainous areas.

The Government raised the state budget to boost aggregate demand and

implemented decisive measures to support workers retrenched by enterprises

during the economic downturn, including measures to support wages and

preferential loans for skills training. These initiatives strengthened the confidence

of enterprises and workers of the Government's capacity and commitment to

stabilizing the economy in times of major crisis. However, the implementation of

some measures has been ineffective and should be evaluated further.

During the remaining years of the Asian Decent Work Decade, Viet Nam

will continue its rapid regional and global market integration. This pattern will pose

a number of labour market and social challenges that the country must address.

Viet Nam's labour force will continue to expand significantly from 2010 to

2015. In absolute terms, its labour force growth will be among the highest in the

ASEAN region, trailing only Indonesia and the Philippines. This projected pattern

will exert considerable pressure on the economy to generate adequate job

opportunities. Moreover, Viet Nam will continue its urbanization trend, wielding

major stress on urban centres in terms of employment, infrastructure and services.

Raising labour productivity and enhancing competitiveness will be a

priority during the next five years as Viet Nam looks to move up in regional and

global production networks. In order to meet this goal, Viet Nam must address a

number of issues, including the enormous labour force employed in the low

productivity agricultural sector, the low productivity of small and medium-sized

enterprises which predominate in the economy and the shortage of professional

and technical skills of the workforce.

Enhanced market integration and rapid structural change also present the

possibility of emerging risks and new groups of the poor and require enhanced

social protection measures. Groups particularly vulnerable to falling into poverty

include farmers, domestic and international migrants, women and youth.

Economic restructuring towards market orientation and global integration

will require sound administration of policies to balance the flexibility of

labour markets with the security concerns of workers. In this regard, Viet

Nam should strengthen its legal and policy framework, with a focus on

collective bargaining, minimum wages, labour dispute settlements,

unemployment insurance and the gender pay gap, among others.

Second, Viet Nam should invest in the industrial relations system to foster

the mechanisms for dialogue and negotiation, including a comprehensive

system involving tripartite representation at the industry, regional and local

Invest in labour market governance to foster sustainable and
inclusive development

3. Viet Nam and the Asian Decent Work
Decade

Key policy considerations

3



levels. In this regard, strengthening the capacity of the three parties in

collective bargaining will be essential.

Also, supporting labour market institutions that can facilitate the match

between labour demand and supply is critical. This will require formulating

a full range of policies and programmes to respond to a flexible labour

market, including a package of employment and re-training services.

In terms of driving productivity growth, the Government can help facilitate

the shift of workers across sectors by developing and nurturing higher-

productivity industrial sectors that can attract more workers. Moreover,

policies that promote investment in small and medium-sized firms, in both

industrial and rural areas, would be essential. Special focus is needed to

support these enterprises to adopt modern processes and technologies and

develop their human resources. In this regard, the Government should

consider measures to enhance the relevance and quality of the education

and training system.

Deficits in employment generation and the quality of jobs call for a

comprehensive employment strategy, which should prioritize and

mainstream gender-related concerns considering the disproportionate

engagement of women in unpaid or poorly paid jobs and in sectors where

productivity is low and protection is weak. In addition, enterprise

development will continue to be the crucial driver for formal employment

creation, and initiatives to support business registration and expansion and

access to credit are critical.

The Government should consider measures to extend the coverage of the

social insurance system through revising stipulations in the scheme and also

through raising public awareness. In terms of the unemployment insurance

programme, the Government must enhance its implementation to better

support jobseekers through investment in public and private employment

service centres and in the vocational and technical training system. Finally,

increasing state budget allocations for the social protection system and

enhancing efficiency should be a priority.

Investing in a robust national labour market information and analysis

system that can provide quality, reliable and up-to-date information -

including on labour demand and supply, training needs and new

opportunities for jobseekers - can support the implementation of many of

the policy recommendations above. Such a system should be readily

accessible to policymakers, enterprises, jobseekers, training providers and

other stakeholders engaged in the advancement of decent work in Viet

Nam.

Sustain rapid productivity growth to drive competitiveness and raise
living standards

Support job creation and improve job quality through employment-
centred policies

Strengthen social protection to balance growth with equity

Establish a robust labour market information system to support
informed decision-making

Labour and Social Trends in Viet Nam 2009/10
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Introduction
Viet Nam has experienced a period of rapid economic and social change

which has both influenced and been shaped by dynamic employment and labour

market trends. This report aims to provide a detailed analysis of the labour market

situation in Viet Nam and outlines the potential opportunities and challenges for

Viet Nam during the remaining years of the Asian Decent Work Decade to 2015.

The report is divided into three chapters. Following this introduction, the

first chapter analyzes recent economic developments and labour market trends as

well as poverty and inequality issues. This is necessary in order to provide

background for the discussion of contemporary labour market and social problems

in Viet Nam which is contained in the second chapter. A particular focus in this

second chapter is the social and labour market impacts of the global economic crisis

in late 2008 and 2009. The third chapter highlights key opportunities and challenges

for Viet Nam over the 2010-2015 period, with emphasis on employment growth,

boosting productivity and competitiveness and strengthening social protection

coverage. This chapter also presents some policy considerations for the

development of the Socio-Economic Development Strategy for the period 2011-

2020 and the Socio-Economic Development Plan for 2011-2015.

The report is based on literature review, situation assessment and trends

analysis on labour market and social issues. The authors drew from different official

data sources produced by the Viet Nam General Statistics Office (GSO) and the

Ministry of Labour, Invalids and Social Affairs (MOLISA). Data on labour and

employment for 2000-2007 were extracted from the annual MOLISA Labour and

Employment Surveys, which cover information on employment and

unemployment. Other data were collected through ongoing research and surveys

of the Institute of Labour Science and Social Affairs (ILSSA) and other

Government institutions and agencies.

It is important to note that the study is constrained by the limited availability

of comprehensive, accurate and timely data in a number of key areas. Improving

data collection and dissemination in the area of labour statistics is an important

priority for monitoring trends in socio-economic development. Also, because the

analysis is derived from different data sources, the authors have given great

attention to resolve any data inconsistencies; however, discrepancies were

unavoidable in some cases and therefore noted where applicable. In addition,

despite the attempt to discuss broad thematic subjects, the report could not

possibly examine, in full, the myriad labour market and social issues in Viet Nam.

Thus, it is intended that various sub-topics will be investigated in further depth in

subsequent editions of the reports.

1

Labour and Social Trends in Viet Nam

Methodology and data sources

1
For more information on key data sources, please see Annex I.
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This chapter provides an overview of the major economic, labour market

and social trends in Viet Nam from 2000 to 2008. This has been a period of rapid

economic and social change in Viet Nam, and this chapter seeks also to identify the

major social and labour force challenges facing the country. The current

employment situation in Viet Nam needs to be considered against the background

of other recent and long-term developments in the economy. In particular, the

policy led to the overhaul of the economic regime in the 1980s and the opening

up of the economy and its subsequent rapid growth. Yet this swift economic

acceleration must also be seen in the context of Viet Nam's labour force which is

increasing significantly and creates immense pressure on new job creation.

Viet Nam has experienced robust economic growth over the past decade

(see Table A5.1). Annual growth of GDP peaked at 8.5 per cent in 2007 before

falling to 6.2 per cent in 2008 as a result of high consumer price inflation and then

falling external demand (see Chapter 2). Over the 2000-2008 period, the average

annual growth rate was 7.5 per cent. This was high by both global and regional

standards as is evident in Figure 1.1.

Doi

Moi

1.1. Macroeconomic developments

Recent economic,
labour market

and social developments

1

Figure 1.1. Gross domestic product, annual average growth, 2000-2008 (%)
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World Asia and the
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Source: IMF: World Economic Outlook Database (October 2009).

7



The pattern of growth in the various economic sectors reflects the

significant structural change which is occurring in Viet Nam. The proportion of

total GDP accounted for by agriculture declined from 23.3 per cent to 17.6 per cent

between 2000 and 2008 although there was a 35.1 per cent increase in the value of

agriculture GDP over that period. On the other hand, the industry and

construction sector increased its share of the national economy from 35.4 per cent

in 2000 to 41.6 per cent in 2008. Moreover, the GDP from industry and

construction increased by more than 110 per cent over this period, with growth

exceeding 10 per cent per annum for most years but declining to 5.7 per cent in

2008 under the pressure from the global economic crisis. This hindered the

Government's development strategy of 2001-2010 which has prioritized

industrialization. Meanwhile, the services sector consistently contributed around

40 per cent of GDP during the 2000-2008 period.

There has been a significant increase in GDP per capita over the 2000-2008

period. Per capita income surpassed the middle income country threshold of USD

1,000 in 2008, and this impressive trend represents an expansion of more than 2.5

times the level in 2000 (see Table A5.2).

Rapid economic growth has been achieved primarily as a result of increasing

capital investment. In 2008, gross capital formation accounted for more than 44

per cent of GDP and grew at an average annual rate of 12.6 per cent from 2000 to

2008. On the other hand, private consumption increased annually at a slower 7.8

per cent, on average, during the same period.

Following the Government's policies on diversification of investment

capital sources and promoting a market economy, the proportion of state

investment in the economy reduced remarkably, from around 59 per cent in 2000

to nearly 29 per cent in 2008. Meanwhile, the proportion of non-state investment

capital increased from around 23 per cent to over 40 per cent, and the share of

foreign capital of total investment jumped from 18 per cent to more than 31 per

cent during the same period.

Although the opening of the economy resulted in dynamic growth, it left

Viet Nam heavily dependent upon the global economy. Signing bilateral trade

agreements with different partners such as the United States in 2001 and accession

to the World Trade Organization (WTO) in 2007 played a crucial role in mobilizing

investment capital for economic growth and trade promotion. However, it also

increased Viet Nam's link to the consumption demands of foreign markets. The

share of merchandise trade in GDP increased from 96.6 per cent in 2000 to 158 per

cent in 2008, only lower than Malaysia and Singapore when compared with other

countries in the ASEAN region. Export trade increased dramatically, especially

after the country's accession to the WTO, peaking at USD 62.7 billion in 2008, a

level that was more than four times greater than in 2000. Exports flowed in greater

proportion to big markets, such as the United States, the European Union and

Japan. Meanwhile, import trade in 2008 was USD 80.7 billion, more than five times

greater than the level in 2000.

2

3

4

5

2
General Statistics Office: Gross domestic product by expenditure category at 1994 prices,

http://www.gso.gov.vn (accessed 31 March 2010).

General Statistics Office: Investment by ownership, http://www.gso.gov.vn (accessed 31 March 2010).

World Bank: World Development Indicators (2009). The ten countries within the Association of
Southeast Asian Nations (ASEAN) include Brunei Darussalam, Cambodia, Indonesia, the Lao
People's Democratic Republic, Malaysia, Myanmar, Singapore, the Philippines, Thailand and Viet
Nam.

General Statistics Office: Export and import of goods, http://www.gso.gov.vn (accessed 31 March
2010).

3

4
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1.2. Labour market trends

1.2.1. Demographic patterns

The population estimate of Viet Nam in 2008 was 86.2 million, increasing

yearly by about 1.07 million, or 1.3 per cent, from 2000 to 2008 (see Table A8.1). In
a global comparison of population size, Viet Nam ranks as the thirteenth most

populous country in the world. Due to the dramatic decrease in fertility rates that
took place over the past few decades, the share of children ages 0-14 in the
population is decreasing while the share of the working-age population ages 15-59
is growing significantly (see Figure 1.2). Reflecting this demographic trend, the
population dependency ratio was around 70 per cent in 2000 but fell to
approximately 54 per cent in 2008 and is projected to decline further to less than 50

per cent by 2012.

The relative increase in the share of the working age population can lead to
substantial dividends for Viet Nam's growth and development, given the
appropriate policy choices. A larger potential workforce presents a golden
opportunity that can lead to higher rates of savings, if investment and human
resources development policies coherently support the absorption of a larger
working-age population. This, in turn, can help drive productivity growth,

competitiveness and economic development. However, if higher saving rates are
not supported by investment and skills development policies, an expanding labour

force may even exacerbate unemployment and underemployment in Viet Nam.

6

7

8

9

10

6

7

The 2008 figure represents a provisional GSO estimate and subsequently may be revised downward
based on the results of the 2009 Population and Housing Census, which indicate that the population of
Viet Nam was 85.7 million as of April 2009.

UN: World Population Prospects: The 2008 Revision Database.

Ibid. Population dependency ratio measured as the population aged 0-14 and 60 and above as a ratio
of the population aged 15-59.

ILO:
(Bangkok, 2008), p. 76.

The “golden opportunity” refers to the first phase of the demographic transition, where both the
percentage and the level of the working-age population increase. See: W.A. Lewis: “Economic
Development with Unlimited Supplies of Labour”, in
(Manchester, UK, May 1954).
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Figure 1.2. Distribution of population by age, 2000-2010 (%)
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From 2000 to 2008, the proportion of females in the population aged 15-64

has decreased slightly but has remained around 51 per cent. Women and the

elderly are over-represented within the population as a consequence of past

decades of war and because of the higher life expectancy for women as compared

to men. However, new evidence point to an impending gender imbalance as the sex

ratio at birth is estimated to have escalated from normal levels in 2000 to 111 male

births per 100 female births in 2007. While this pattern is unlikely to impact the

country's age and sex distribution before 2025, it does have future socio-economic

implications, including those related to the female workforce.

Rural-to-urban migration has been significant, spurred by rapid

industrialization in specific regions. However, the population remains mostly rural

as around 72 per cent of Viet Nam's population in 2008 still resided in rural areas

(see Table A8.1). The sizeable rural population remains a challenge for the

modernization and industrialization process as well as rural-based development.

From 2000 to 2007, Viet Nam's labour force increased by an average of 1.06

million people annually (see Table A1.1). This represents a growth rate of around

2.5 per cent per year, or approximately twice the rate of growth of the total

population, and reflects the “demographic dividend” discussed earlier. In 2007, the

labour force totalled 46.7 million people, or a labour force participation rate of 69.7

per cent. The workforce consisted of 24.1 million men and 22.6 million women.

Worth noting is the small decline in the overall labour force participation rate from

72.3 per cent in 2000, which partly reflects the increasing years of educational

attainment and delayed entry into the labour force.

As in most countries, the labour force participation rate for males is higher

than those for women although the difference is not as wide as in many countries.

Although labour force participation rates declined for both men and women

between 2000 and 2007, the gender gap widened from 7.3 percentage points in

2000 to 9 percentage points in 2007. This trend could reflect both the increased

participation of women in education but also their disproportionate share of non-

economic, household activities.

Viet Nam's labour force remains very young and engagement of the rapidly

growing youth population in the workforce is an important national priority. The

number of youth aged 15-24 in the workforce increased by 15 per cent, from 8.6

million in 2000 to 9.9 million in 2007 (see Table A1.1). This trend compared with a

growth of 18.1 per cent (from 15.2 million to 18 million) in the total youth

population. Hence, there was a decline in the labour force participation rate from

56.2 per cent to 54.8 per cent. Part of the reason for the lower economic activity

rate among youth is due to increased participation in secondary and post-

secondary education. Interestingly, while the female youth labour force

participation rate was higher than males in 2000 (57.2 per cent compared to 55.3

per cent) the situation began to reverse in 2003. By 2007, young men had higher

economic activity rates (56 per cent) than young women (53.5 per cent).

11
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1.2.2.Labour force trends

11
UN: World Population Prospects: The 2008 Revision Database.

12
The sex birth ratio is conventionally defined as the number of boys born per one hundred girls and is

normally between 104-106 boys per 100 girls. See: UNFPA:
(Hanoi, August 2009).

Recent Change in the Sex Ratio at Birth in Viet
Nam: A Review of Evidence
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Despite some advances, the labour force remains mostly unskilled as 65.3

per cent did not have any technical education in 2007 (see Table A1.2). Of

particular concern is the gender gap in technical education. In 2007, 70.9 per cent

of the female workforce had no technical training compared to 59.9 per cent for

men. Moreover, data indicate that women face barriers in terms of access to

vocational training. Females represented only 27.4 per cent of the total labour force

with either a short-term vocational certificate or long-term vocational diploma.

Women have limited access to vocational education because of gender biases in

society, particularly in rural and mountainous areas where limited resources or

traditional ideas that girls do not need to study, continue to be prevalent.

As reflected in Table A1.3, educational attainment of the economically

active population remains a significant challenge. Less than one-quarter of the

labour force completed upper secondary education in 2007. In addition, a higher

share of the female labour force was illiterate (4.5 per cent) relative to the male

labour force (2.7 per cent). This evidence points to the human resource and skills

deficits that Viet Nam must address in order to be competitive and sustain growth

in the coming years.

The average annual growth in employment between 2000 and 2007 was

approximately 1.03 million, or 2.5 per cent (see Table A2.1). However, this increase

was slightly lower than the labour force growth rate over the same period, reflecting

the difficult challenge of employment creation in Viet Nam. The number of

employed workers expanded from 38.4 million to 45.6 million during this period,

with the share of women workers in total employment decreasing from 49.7 per

cent in 2000 to 48.4 per cent in 2007. In terms of the employment-to-population

ratio, 68.1 per cent of the working age population was employed in 2007, but the

growing gender gap, which reached 8.8 percentage points, reflects in part the

inequality of employment opportunities that women face in the labour market.

The non-state sector continues to play an important role in employment

creation. Workers in the non-state sector made up about 90 per cent of the total

employed workforce. In addition, the sector generated approximately 91 per cent

of total employment in the economy from 2000 to 2007. This is a reflection of the

amendment and implementation of policies to encourage the development of a

multi-sector economy and to re-structure state-owned enterprises, including the

Labour Code, the Investment Law and the National Target Programme on

Employment, among others.

13

1.2.3.Employment trends

Figure 1.3. Elasticity of total employment to total GDP, 2004-2008
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Relative to the strong rate of economic growth, employment generation has

been rather weak in Viet Nam. During the period 2004-2008, the employment

elasticity of total employment to total GDP was only 0.28 (see Figure 1.3). This

indicates that for every 1 percentage increase in GDP, employment grew by only

0.28 per cent. During the same period, for example, the employment creation

relative to economic growth was much stronger in Brunei Darussalam (1.27),

Singapore (0.58), the Philippines (0.58) and most other ASEAN Member

Countries. Thus, employment generation in Viet Nam should not be a periphery

result of economic growth but also the right mix of employment-centred

development policies.

The Viet Nam economy has been experiencing a rapid structural

transformation which is reflected in the shifting sectoral composition of

employment. In 2000, almost two-thirds (65.3 per cent) of all workers were

employed in agriculture (see Figure 1.4). However, by 2007 this had declined to

52.2 per cent, indicating a very rapid transition for both men and women. The most

substantial shift from 2000 to 2007 has been toward the industrial sector, which

accounted for nearly one-fifth of the workforce, while services employed the

remaining 28.6 per cent of all workers in 2007. Noteworthy is the comparatively

weaker engagement of women workers in the industrial sector relative to men, as

female employment in industry was only 41.7 per cent of total employment in this

sector in 2007 (see Table A2.2 and Table A2.3). On the other hand, women

accounted for a proportionate share of employment in agriculture and services.

Figure 1.4. Distribution of employment by sector, 2000-2007 (%)
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Source:

Note:

MOLISA: Labour and Employment Surveys (various years).
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Examining data of the employed population disaggregated by their status in

employment, it is immediately apparent that the majority of workers are engaged in

non-wage employment (see Table A2.5). The proportion of workers who were

wage or salary workers increased from 18.4 to 22.6 per cent from 2000 to 2007,

reflecting a positive but modest development. This particularly reflects the

expansion of manufacturing in Viet Nam. The share of vulnerable employment is



strikingly high at 76.7 per cent in 2007, with a higher proportion of women (78.2

per cent) working in vulnerable employment compared to men (75.3 per cent).

Another alarming concern is that in 2007, a majority of women were unpaid for

their work as contributing family workers (53.5 per cent), while a much smaller

share of men (31.9 per cent) were classified in this status of employment. In sum,

women were more likely to be engaged in home-based work and thus not employed

in remunerative jobs with legal and social protection or often working in sectors

with lower productivity and wages.

While comprehensive data on the quantity and quality of employment in the

informal economy are limited, preliminary findings from recent studies in Viet

Nam indicate that working conditions are much worse than in formal employment.

In particular, the studies noted that most workers in the informal economy (95.7

per cent) do not sign labour contracts. In addition, the average work week in the

informal economy (49 hours) is longer and wages are lower than in formal

employment (VND 1.08 million per month compared with VND 1.8 million per

month). Given the massive share of vulnerable and informal employment,

bringing workers into the formal economy is critical for Viet Nam to raise living

standards and enhance national competitiveness.

In terms of labour migration, there has been an increasing level of labour

mobility in Viet Nam and international migrant workers have become a growing part

of Viet Nam's employment strategy. In 2007, Viet Nam sent 79 thousand workers

abroad and has plans to send up to around 100 thousand workers in 2010. The main

destinations for overseas migrant workers include Malaysia, Taiwan (China) and the

Republic of Korea. Also, the feminization of labour migration has recently begun

with more and more women migrants going to Malaysia and Taiwan (China). In

addition, workers' remittances have jumped considerably, from USD 2 billion (6.1

per cent of GDP) in 2001 to USD 7.2 billion (7.9 per cent of GDP) in 2008.

Furthermore, rural-to-urban migration and urbanization are also on the

rise, driven by geographic disparities in incomes and living standards. The urban

population grew annually by 3.2 per cent on average from 2000 to 2008, while the

rural population has grown only 0.6 per cent (see Table A8.1). Young adults

dominate among migrants and most move to cities or to one of the booming

industrial zones to seek emerging economic and employment opportunities. In

2000, the number of industrial parks and economic processing zones nationwide

totalled 65. However, the level had risen to 145 - with a heavy concentration in the

Southeastern region of Viet Nam - while generating 918 thousand employment

opportunities in 2006.

14

15

16

17

18

19

14

15

16

Vulnerable employment is defined as the sum of own-account and contributing family workers.
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Ministry of Planning and Investment:
(Hanoi, 2007).
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1.2.4.Unemployment trends

1.2.5. Labour productivity and competitiveness

Unemployment in Viet Nam has remained low throughout the period of

2000-2007, particularly due to weak labour market institutions and because the

majority of workers simply cannot afford to remain unemployed. The general

unemployment rate fluctuated between 2.1 per cent and 2.8 per cent during the

period (see Table A3.1). There were 1.1 million unemployed jobseekers in 2007,

representing 2.4 per cent of the labour force. In 2000, the male unemployment rate

was 2.4 per cent but fell to 1.9 per cent throughout the 2002-2004 period, before

returning to 2.4 per cent by 2007. The unemployment rate for female jobseekers

actually increased slightly, from 2.1 per cent to 2.5 per cent over the same period.

Unemployment remains an issue primarily for youth. In 2007, more than

half of the unemployed population (52.5 per cent) were youth aged 15-24. In

contrast to the general unemployment rate, the youth unemployment rate was

relatively higher, increasing from 4.8 per cent in 2000 to 6 per cent in 2007. As well,

the ratio of the youth unemployment rate to the adult unemployment rate has

steadily increased from 3.1 to 4 over the same period, indicating that young

jobseekers are four times as likely to be unemployed than their adult counterparts.

Moreover, unemployment for young women grew even faster than that of young

men.

While general unemployment is not prevalent in Viet Nam,

underemployment is a larger concern. The underemployment rate (as a share of

total employment) fell from 14.4 per cent in 2001 but stood at around 5 per cent in

2007. Most of the underemployed were rural workers, representing more than 89

per cent of the underemployed population in 2007. Like other agriculture-based

countries with a high rate of underemployment, Viet Nam's rural

underemployment rate was higher (5.8 per cent) than its urban rate (2.1 per cent).

Over the decade, the rate of rural underemployment has fallen due to a transition

of labour from farming to non-farm work and an increased diversification of

agricultural activities, among others.

Labour productivity is one of the key drivers of economic growth and

sustainable wage increases and is essential for poverty reduction. From 2000 to

2007, labour productivity in Viet Nam increased remarkably from VND 7.1

million to VND 10.1 million, an annual average increase of 5.1 per cent (see Table

A4.1). Reflecting the tremendous shift of workers out of agriculture as discussed

earlier, average growth in agricultural labour productivity was the most rapid

among the three main economic sectors at 4.5 per cent. Nonetheless, in 2007,

industry remained the leader in terms of productivity at nearly VND 22 million,

more than 50 per cent higher than productivity in services and more than six times

the level in agriculture.
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MOLISA: Labour and Employment Survey (various years).
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ILO:

(Bangkok, 2008), p. 27.
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In comparison with other countries in the region, Viet Nam's labour

productivity growth from 2000 to 2008 was quite outstanding and exceeded all

other ASEAN Member Countries, plus India, but was less than half the rate of

productivity growth in China. However, it was very low in absolute terms (see

Figure 1.5). Measured in constant 1990 USD, Viet Nam's average output per

worker was USD 5,702 in 2008, or equal to only 61.4 per cent of the ASEAN

average, 22 per cent of productivity in Malaysia and 12.4 per cent of the level in

Singapore.

Labour productivity and competitiveness are intertwined concepts, as

measures to bolster productivity - such as investing in infrastructure, enhancing

the education and skills of the workforce and improving workplace safety and

health, among others - can simultaneously drive competitiveness. Based on the

World Economic Forum's Global Competitiveness Index, Viet Nam ranked 75

out of 133 countries in 2009-2010. This position represents a drop from a ranking

of 70 in 2008-2009. As in regional comparisons of labour productivity,

Singapore's ranking (3) was the highest in the ASEAN region, followed by

Malaysia (24) and Thailand (36) and Indonesia (54). Thus, the low level of

productivity is concerning for Viet Nam's future competitiveness in the context of

enhanced market integration and the process of moving up the value chain in

regional and global production systems. However, sector-level analysis reveals

certain issues and challenges for raising Viet Nam's competitiveness (see Box 1.1).
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Figure 1.5. Output per worker, 2000 and 2008 (constant 1990 USD)
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From 2000 to 2008, average annual growth of labour productivity was 3.3 per cent for ASEAN, 5
per cent for India and 10.6 per cent for China. See: The Conference Board and Groningen Growth
and Development Centre Total Economy Database (January 2010).
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Box 1.1.
Competitiveness of Viet Nam's Textile and Garment Industry

The textile and garment industry has been a priority for Viet Nam's recent

development policies. However, enhancing the competitiveness of this

industry involves addressing a number of issues. Since textile and garment

enterprises are mostly sub-contractors, it is difficult for them to expand into

large business groups with the economies of scale and potential to move

into higher value-added positions in the global production chain. In this

regard, the number of enterprises with at least one thousand workers

accounted for only 5.6 per cent of all textile and garment enterprises in Viet

Nam.

Analyzing competitiveness in textile and garments, via its share of the total

export value of textile and garments in the Asia region, Viet Nam faces a

significant disadvantage compared to China. However, when excluding

China, Viet Nam's textile and garment products are relatively competitive.

Up to now, Viet Nam's textile and garment industry still depends heavily on

imported accessories. This shortcoming results in cost increases and lower

competitiveness in the world market. Comparing Viet Nam's textile and

garment products with other countries exporting to the United States

indicates that the average price of products from Viet Nam was more than

half the price of India's products and approximately twice the price of

those from China and Mexico.

In order to raise productivity and competitiveness, focusing merely on

expanding capital investment is not sufficient. However, estimates indicate that

over the past decade, capital investment contributed to 55 per cent of the country's

economic growth, which was three times higher than the contribution of labour.

Meanwhile, the role of total factor productivity (TFP), such as capital utilization

efficiency, technological advancement and human resources development, was

rather limited. In sum, efforts to harness the potential of the vast labour force are

critical and must involve measures such as strengthening the technical and

professional skills of the workforce and promoting and investing in workplace

practices and technologies that can raise enterprise productivity.

24

Source: Globalization, Industry Adjustment and Employment Tendencies in Viet Nam's Textile
and Garment Industry

ILSSA:
(Hanoi, 2008).
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Estimates indicate that a one percentage increase in capital investment per worker, with all other

factors remaining constant, would boost average labour productivity by 0.4 per cent. ILSSA:
(Hanoi,

2008).
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1.2.6.Wages and income

Trends in wage data across all types of enterprises in Viet Nam indicate a

positive and steady increase during the period from 1998 to 2006 (see Table 1.1).

Growth in wages in foreign-invested companies as well as state-owned enterprises

climbed the fastest, at 8.6 per cent annually, while wages in household-based

enterprises increased a modest 2.3 per cent. Given the average consumer price

inflation of 4.1 per cent during this period, workers engaged in household-based

enterprises, many of which may not be registered and operate in the informal

economy, actually experienced a fall in real wages. By 2006, workers in foreign-

invested enterprises earned 19.3 per cent and 40.7 per cent more than their

counterparts in state-owned enterprises and private domestic firms, respectively,

and nearly double the wages paid in household-based enterprises. In line with the

earlier discussion on the shift in the sector of employment and the increase in wage

employment, the rise in average wages resulted from either higher wages paid in

general or from workers moving into wage employment or into higher-paid jobs.
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Inflation of average consumer prices from the General Statistics Office, as referenced in IMF:
World Economic Outlook Database (October 2009).

World Bank: (Hanoi, 2006).

Monthly income per capita at current prices. See: General Statistics Office:
(2006), Table 5.1.

The Gini coefficient is an indicator to express the degree of inequality in income distribution with
a range from 0 to 100, with 0 representing total equality and 100 indicating total inequality.

Viet Nam Development Report 2007: Aiming High

Viet Nam Household
Living Standards Survey

Table 1.1. Average monthly wages by type of enterprise, 1998, 2002, 2004 and 2006

Avg. annual
change,

1998-2006 (%)1998 2002 2004 2006

Domestic enterprises

Household

Private

State-owned

Foreign-invested companies

552

554

572

680

606

771

1 002

1 037

649

852

1 077

1 044

664

936

1 103

1 316

2.3

6.8

8.6

8.6

Source:

Note:

Authors' calculations based on data from General Statistics Office: Viet Nam Household Living Standards Survey (various years).

Figures are in thousand Vietnamese dong per month.

Similarly, analysis of income data from 2002 to 2006 reveal strong growth

trends that coincide with the dynamic economic development discussed

previously. During this period, monthly income per capita increased by 78.7 per

cent, with rural income growth (83.8 per cent) outpacing the rise in urban income

levels (70.1 per cent). Nonetheless, monthly urban income per capita reached

VND 1.06 million in 2006 and remained more than twice the income level in rural

areas. While the urban-rural income gap shrank modestly, the significant disparity

has implications for labour mobility and internal migration patterns.

Also, Table A7.1 reveals that income inequality edged upward but was not

relatively high; the Gini coefficient slowly increased from 35.5 in 1998 to 37.8 in

2006. Likewise, the income ratio of the highest 10 per cent to the lowest 10 per

cent indicates an increasing gap from 8.2 to 9.7 during the same period.

In terms of gender-based inequality, the average wages of female workers

27

28
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were lower than that of male workers for the same occupations. In general, the

average monthly wage of women workers was equal to 87.5 per cent of wages of

male workers in 2006. The largest gap in wages and salary was in occupations such

as machine installation and operation (the wage of female workers was 66 per cent

of their male counterparts). The next area of wage discrepancy was in the

occupations requiring professional and technical qualifications, where women

earned around 80 per cent of male earnings. However, from 2002 to 2006, the wage

growth rate of female workers was slightly higher (16 per cent) than that of male

workers (15 per cent), which helped to narrow the gender-based wage gap a little.

While concentrating on sustainable economic growth, the Government has

also looked to balance development with social inclusion and the improvement of

both working conditions and the quality of life in Viet Nam. Priority areas include

economic growth along with agricultural and rural development, food security,

increased rural incomes, poorly developed areas, the development gap between

regions, income disparities and livelihood assistance for ethnic minority people.

Poverty trends highlight a dramatic reduction in the number of

impoverished households, among the fastest poverty declines in the Asia region.

The national poverty rate fell from 37.4 per cent in 1998 to 14 per cent in 2008 (see

Table A7.1). Rural poverty fell a remarkable 27.4 percentage points, from 45.5 per

cent to 18.1 per cent during the same period, but remained much higher than in

urban centres where the poverty rate was merely 3.1 per cent in 2008. Interestingly,

the urban poverty rate slightly increased between 2004 and 2006 due to higher

living costs. In the event of price fluctuations, urban households with expenditures

slightly above the poverty line were more vulnerable to falling back into poverty.

The disparity between geographic regions remained large, despite the

achievement of targeted poverty reduction efforts (see Box 1.2). Nearly one-third

of households in the Northern Mountain region lived in poverty while less than 9

per cent and 6 per cent of households in the Red River Delta and the Southeast

were impoverished, respectively. Not coincidentally, the wealthier regions are also

the locations of a heavy concentration of the industrial parks and export

processing zones discussed earlier. In terms of the rate of poverty reduction, the

fastest decrease from 1998 to 2006 was in the Northern Mountain (34 percentage

points), Mekong Delta (26.6 percentage points) and the Central Highlands (23.8

percentage points).

In addition, the poverty rate of ethnic minority people was much higher

than that of the majority Kinh and Hoa (Chinese) ethnic groups. In 2006, 52.3 per

cent of ethnic minorities were considered impoverished while only 10.3 per cent of

the Kinh and Hoa population were living in poverty. Although poverty rapidly

29
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1.3. Key social developments

1.3.1. Poverty reduction
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Authors' calculations based on data from General Statistics Office: Viet Nam Household Living
Standards Survey (various years).

World Bank: World Development Indicators (2009).

The poverty rate is the proportion of the population living in households with average expenditure
per capita lower than the poverty line. The poverty line used in Viet Nam is the cost of critical food
and the non-food consumption basket needed to supply 2,100 calories per person per day. For more
information, see Table A7.1.
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declined, food poverty affected nearly 9 per cent of all households in rural areas

and 29 per cent of ethnic minority households. There were still 5-6 million people

living in food poverty in Viet Nam as of 2006.

From 2004 to 2006, 13 per cent of poor households escaped poverty. Of

them, less than one out of ten were female-headed households compared with

more than 14 per cent that were headed by men. One explanation for the difference

is that some female household heads are widowed following the husband's long

and expensive illness. These households are more disadvantaged in the struggle to

escape poverty and need support from the community and the State. However, an

analysis of the policies and projects of the National Targeted Programme for

Poverty Reduction reveal that women-headed households consistently benefitted

less than those headed by men. Thus, efforts to eradicate poverty in Viet Nam

should prioritize support to women in terms of productive employment

opportunities in addition to better access to Government assistance programmes.
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World Bank: (Hanoi, 2007).

General Statistics Office: Viet Nam Household Living Standards Survey (various years).

Viet Nam Development Report 2008: Social Protection
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Source: Social Protection Policy ReportMOLISA: (Hanoi, 2008).
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Box 1.2.
The Government's Poverty Reduction Programmes

Policies and programmes on poverty reduction are essential to help

impoverished households improve their living standards, especially those in

rural areas and among ethnic minorities. The various Government

programmes include: i) the National Target Programme for Poverty

Reduction, 2006-2010, ii) Phase II of the 135 Programme for Developing

Infrastructure in Poor Communes, iii) Decision No. 33/2007/QD-TTG

on Policies to Support the Relocation of Ethnic Minorities for Sedentary

Farming and Settlement in the 2007-2010 period, and iv) Resolution No.

30a/2008/NQ-CP on Support Programmes for Prompt and Sustainable

Poverty Reduction for 61 Poor Provincial Districts.

These poverty alleviation measures have reached a number of

achievements. More than 90 per cent of the beneficiaries of these

programmes are rural residents. From 2006 to 2008, nearly 4.2 million

households received loans while nearly 2.1 million of the poor were

provided with business development counselling. In addition, vocational

training costs were exempted and reduced for 60 thousand poor people,

along with school fee reductions or exemptions for about 7.8 million poor

students.

In 2008, in light of the global economic crisis, the Government issued a

social protection policy that expanded health insurance coverage, granting

about 4 million near-poor people with entitlements to a 50 per cent

reduction in health care costs, and raised the number of health insurance

beneficiaries of the near-poor people to 15 million. Also, health insurance

premiums for the poor were decreased to VND 80 thousand per person

annually from VND 130 thousand. Preferential education loans were

extended to students of poor and ethnic minority households, benefitting

more than 700 thousand students.



1.3.2.Social protection

Despite outstanding progress, pockets of poverty still exist, and Viet Nam

also faces a number of impending challenges that will require continued social

assistance and protection. This includes an ageing of the population and volatility

in global markets that adversely impact workers and enterprises, among others.

While Viet Nam has made concerted efforts to strengthen its social protection

systems and institutions, considerable deficits remain.

Table 1.2. Participants in the compulsory social insurance scheme, 2001-2008

2001 2002 2003 2004 2005 2006 2007 2008

Participants (millions)

Share of labour force (%)

4 061

10.1

4 356

10.6

4 974

11.8

5 399

12.5

6 177

13.9

6 746

14.8

8 173

17.5

8 527

17.8

The Social Insurance Law went into effect on 1 January 2007 with

provisions regarding three schemes: compulsory social insurance, voluntary social

insurance and unemployment insurance. However, the various insurance

programmes confront a number of issues. The compulsory social insurance

system is limited in reach and covers mainly the public sector and foreign-invested

enterprises. Under the compulsory plan, only 8.5 million people, or less than one-

fifth of the total workforce, were covered in 2008 (see Table 1.2). This represents

about 80 per cent of those who were eligible and more than double the number of

participants in 2001.

In terms of the voluntary social insurance scheme which started on 1 January

2008, most workers in the informal economy, especially agricultural workers, do not

participate due to the regulations on contributions and benefits. The conditions and

design of the voluntary scheme require contributions (20 per cent of average

wages) that may be too high for the income level of most workers. Moreover, the

voluntary system has also been weak in attracting working youth, many of whom

are not fully aware of the advantages of participation or simply choose not to

participate because of the level of benefits relative to the stipulated contributions.

As a key element of social protection measures, the Viet Nam

unemployment insurance system commenced on 1 January 2009 and includes

unemployment benefits, vocational training allowance and job search assistance.

In this scheme, both employers and employees contribute the same rate of one per

cent based on whichever is lower - the contractual salary/allowances or the

statutory cap which is set at 20 times the minimum salary. Benefit payment is 60 per

cent of the average salary/allowances of the six consecutive months prior to the

employment termination. However, the programme is only applicable for

registered enterprises with ten or more employees; thus, its coverage does not

extend to the vast majority of the labour force. Currently, around 5.4 million

workers participate in the unemployment insurance scheme.

34

35

Source:

Note:

Viet Nam Social Insurance Agency.

Participants as a share of the labour force are authors' calculations based on actual and estimated labour force data from MOLISA:

Labour and Employment Surveys (various years).
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ILO:
(Geneva,

2008), pp. 29-30.

“Around 5.4 million people participate in unemployment insurance”, 9
February 2010, http://english.vovnews.vn/ (accessed 31 March 2010).

Inter-regional project: How to strengthen social protection coverage in the context of the European Union
Agenda on decent work and promoting employment in the informal economy: Viet Nam: A case study
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Regarding old-age pensions, Viet Nam also has a compulsory programme

which applies to workers in formal enterprises with at least a three-month contract,

in addition to public officials, the military and public security workers. The scheme

requires a contribution of 16 per cent of the salary, with employers and employees

paying 11 per cent and 5 per cent, respectively. In terms of coverage, the number of

contributing participants in the compulsory scheme has nearly doubled from

around four million in 2000 to about eight million in 2007, or around 18 per cent of

the labour force and 54 per cent of workers in state-owned enterprises and foreign-

invested and private domestic firms. Moreover, around one-quarter of the

population aged 60 years and above, or around 1.9 million people, were receiving

pension benefits in 2007.

36

37

38

39

40

41

Viet Nam also has a regular social assistance scheme, and while the coverage

has increased, it remains low due to strict regulations regarding eligibility. In 2008,

more than 1.2 million people received social assistance, equivalent to

approximately 1.5 per cent of the total population. Of these beneficiaries, 43.1

per cent were the elderly aged 85 and above and 23.3 per cent were the disabled.

However, assistance in the form of cash transfers was a very small amount,

equivalent to around one-third of the poverty line on average.

In order to strengthen social protection coverage, increasing state resources

for social protection is a primary priority as public investment remains scarce.

From 2004 to 2008, spending on social protection as a share of the state budget

showed a declining trend from 10.5 per cent to 9.3 per cent; as a proportion of

GDP, social protection expenditure was a mere 3 per cent in 2008.

Disappointingly, Viet Nam's low investments in social protection as a share of

GDP are in-line with many countries in the ASEAN region, but trail other

developing countries outside of Asia.

Protecting the health of workers and ensuring workplace safety are essential

elements of social protection measures. In addition, a safe work environment can

also boost enterprise productivity and competitiveness. However, in Viet Nam,

the reported incidences of occupational injuries and fatalities show an increasing

trend in recent years (see Table 1.3). This trend, in part, possibly reflects the rise in

manufacturing and industrialization. From 2006 through 2009, there were more

than six thousand reported occupational accidents each year in the formal sector.

In addition, approximately 500 fatal accidents were recorded annually during that

period with the number of fatalities even higher. However, the magnitude of the

problem is difficult to assess as many workplace accidents often go unreported due

to weak monitoring systems and inadequate injury compensation schemes.

Moreover, the reported data do not cover the informal economy, which is

estimated to engage a majority of workers in Viet Nam.

1.3.3.Workplace safety and health
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MOLISA, Bureau of Social Protection Administrative Records.
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(accessed 31 March 2010).

ILO: (Bangkok,
2007), p. 62.

Viet Nam Development Report 2008: Social Protection (Hanoi, 2007)

Viet Nam Social Protection Strategy for 2011-2020
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Provisions for inspection of working conditions have been broadly
implemented as a critical component for ensuring compliance with the regulatory
framework for occupational safety and health. But given the massive size of the
working population, there is a major shortage of labour inspectors in both quantity
and capacity in Viet Nam (see Table 1.4). In 2008, only 53.8 per cent of the 496
labour inspectors nationwide were professionally trained, with a slightly higher
proportion at the central level relative to the local level. Furthermore, with limited
labour law enforcement in small and medium firms and a lack of coverage in
production establishments operating in the informal economy, a significant share
of Viet Nam's workers are inadequately supported in terms of occupational safety
and health protection.

Occupational safety and health in the rural areas, in both farm and non-farm
employment, is another concern. Currently, there are more than two thousand
handicraft villages producing or processing recycled metals, paper and other
materials. These villages have made significant contributions to economic growth,
job creation and poverty reduction in rural areas, but are also associated with
negative impacts on the environment, communities and workers' health.

In sum, expanding the system of workplace safety and health protection to
reach the most vulnerable workers across all sectors should be a key component of
labour and social policies that can simultaneously drive economic development. To
this end, Viet Nam has been increasing its practical efforts to address occupational
safety and health issues, in particular for small enterprises and rural and informal
economy workplaces. The First National Programme on Labour Protection,
Occupational Safety and Health up to 2010 was launched in 2006 and provides a
strong national policy framework. Within this framework, participatory
occupational safety and health training services have been largely extended to
workers and employers in small enterprises and to grass-roots farmers. In this
regard, training programmes such as Work Improvement in Small Enterprises
(WISE) and Work Improvement in Neighbourhood Development (WIND) have

played key roles.
42

Table 1.3. Occupational injuries and fatalities in the formal sector, 2005-2009

2005 2006 2007 2008 2009

Number of cases

Number of injured workers

Number of fatal accidents

Number of fatalities

4 050

4 164

443

473

5 881

6 088

505

536

5 951

6 337

505

621

5 836

6 047

508

573

6 250

6 421

507

550
Source: MOLISA Administrative Records on Workplace Safety and Health.

Table 1.4. Labour inspectors, 2008

Whole
country

Ministry and
central branches

Localities

Total

Leaders

Officers in charge of inspection

Inspectors

Number of inspectors with professional training

Share of inspectors with professional training (%)

496

120

180

196

267

53.8

55

6

29

20

32

58.1

441

114

151

176

235

53.3

Source: MOLISA Administrative Records on Workplace Safety and Health.
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1.3.4.Industrial relations and social dialogue

In the course of market reform, different interests and conflicts have arisen

affecting all partners in the industrial relations regime in Viet Nam. At the national

level, the industrial relations system has been stable, cooperative and oriented

towards consensus for the sake of the nation. “Rules of the game” were formed in

accordance with tripartite principles that require the participation of workers and

employers, through their representative organizations, in the formulation of

labour-related laws and policies. The National Industrial Relations Committee

(NIRC) was established in 2007 as a tripartite committee that advises the Prime

Minister in policy making and in resolving industrial relations issues. The NIRC also

supports inter-sectoral collaboration in industrial relations at the provincial level.

The Viet Nam General Confederation of Labour (VGCL) is the
representative organization of workers. Meanwhile, employers are represented by
the Viet Nam Chamber of Commerce and Industry (VCCI) and the Viet Nam
Cooperative Alliance (VCA). In addition, as small and medium-sized enterprises
are the most dominant types of firms in the country, the Viet Nam SME
Association was invited to participate in the NIRC as an employers' representative.
At the provincial level, parties in industrial relations include the provincial
Department of Labour, Invalids and Social Affairs (DOLISA), the provincial
trade unions, branches of the VCCI, the VCA and the Viet Nam SME Association.
However, unions affiliated to VGCL often have genuine difficulty effectively
representing the voice of workers partially because of a lack of independence
from management at the workplace level, and partially because of conflicting
traditional roles of the trade union movement. Moreover, gaps remain in
establishing tripartite structures down to the local levels. In fact, the formal
tripartite structure exists only at the national level, through the NICR. To this end,
national policy campaigns have promoted the establishment of tripartite
mechanisms at the provincial and lower levels.

The Labour Code assigns responsibilities to trade unions and employers'
organizations in labour dispute settlements, but does not provide the guarantees
for the representativity that these organizations need to effectively fulfil this role.
Furthermore, while not required by law, there are also industry-level associations,
associations of foreign investors and business associations in some localities but
not in all industries. The power of these parties in negotiating and bargaining is
limited, especially in the process of developing industry-level collective
agreements. The first pilot industry-level collective agreement is being developed
currently for the garment and textile industry (see Annex II); however, the
negotiation process has revealed limitations that need to be addressed. For
instance, the representative parties have limited decision-making power and little
capacity for mobilizing organization members at the grass-roots level.

In terms of social dialogue and collective bargaining, these mechanisms
were conducted fairly well at the national and provincial levels primarily through
consultations during the formulation and promulgation of policies and during
tripartite consultation conferences. But these systems were not used effectively to
balance the interests of parties, especially at the industry and enterprise levels,
where both labour laws and on-the-ground practice do little to support dialogue
and bargaining. One reason for this situation is the limited representation and
capacity of trade unions. Oftentimes, the trade union voice is not strong, leading to
constraints in the dialogue and bargaining processes.
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The rapid economic growth has given rise to the mounting number of
workplace grievances. In order to resolve these disputes collectively, the VGCL has
promoted collective bargaining. However, the proportion of enterprises operating
with a collective labour agreement remained low, especially among those that were
not state-owned firms. Based on VGCL data, only 25 per cent of domestic non-
state enterprises, 40 per cent of foreign-invested enterprises and 95 per cent of
state-owned enterprises had such an agreement. In addition, provisions within
some of those agreements resulted from an inadequate negotiation process. Trade
unions at the grass-roots level have limited capacity when bargaining, leaving them
in a weaker position.

Table 1.5. Number of strikes by enterprise ownership, 2000-2008

2000 2008

Total

State-owned

Foreign-invested

Private domestic

Share of total (%)

State-owned

Foreign-invested

Private domestic

70

15

38

17

21.4

54.3

24.3

551

1

438

112

0.2

79.5

20.3

720

0

584

136

0.0

81.1

18.9
Source: MOLISA: Report of the National Industrial Relations Committee (various years).

2001 2002 2003 2004 2005 2006 2007

90

9

55

26

10.0

61.1

28.9

99

5

65

29

5.1

65.7

29.3

142

3

104

35

2.1

73.2

24.6

124

2

92

30

1.6

74.2

24.2

152

8

105

39

5.3

69.1

25.7

390

4

287

99

1.0

73.6

25.4

Regarding labour disputes, the number of strikes increased over the past

decade, from 70 reported cases in 2000 to 720 incidences in 2008 (see Table 1.5),

with workers demanding wage increases or payment for overtime work and

bonuses, among other issues. Not surprisingly, labour conflicts were lowest in

state-owned enterprises and most prevalent in foreign-invested companies (81.1

per cent of all strikes in 2008).

Viet Nam has used the advantage of an abundant pool of low-skilled and

low-paid workers, which attracts foreign and domestic investment in such labour-

intensive industries as garments, footwear, wood processing, electronics,

aquaculture and aquaculture processing. The incidence of strikes increased in

recent years reflecting the number of new enterprises established in these various

export-oriented sectors. By industry, 41 per cent and 11 per cent of all strikes in

2007 took place in the garment and textile sector and the wood processing sector,

respectively.

The strikes over the past decade were spontaneous and did not adhere to the

legal procedure. Many resulted because of wage issues, and the lack of sufficient

bargaining mechanisms complicated the situation. In recent years, workers also

have faced rapidly increasing living costs commensurate with the quick pace of

price inflation (see Table A6.1). As a result, industrial relations remained unstable

and hindered the investment climate.

Another significant shortcoming is the setting of remunerations. Wages are

determined by the market but influenced by the minimum wage, which serves as a

basis for parties in an enterprise to bargain for a fair compensation level. However,

43
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the mechanism of collective negotiations for wage increases is weak, and

employers and workers do not have the same adequate level of bargaining capacity.

Also, the minimum wage varies between foreign-invested and domestic

enterprises, as workers doing the same job in the same locality are sometimes

compensated differently. The disparity in minimum wages between the foreign-

invested and private domestic enterprises was relatively large, and in some cases

nearly twice as high. The greater pay also triggered large labour movements across

different regions and types of enterprises. The wage levels were low, especially in

state-owned and domestic private enterprises. In fact, the wages stated in the

labour contract for newly recruited workers or workers working on defined labour

contracts from 12 months to less than 36 months were only 10 per cent higher than

the stipulated minimum wage level. To this end, the Government of Viet Nam is in

the process of wage reform with the aim to have one unified minimum wage by

2012.

Thus, the rising trend in labour disputes is a reflection of deficits in the

industrial relations system in Viet Nam, particularly in regards to effective social

dialogue mechanisms and the capacity of all parties to negotiate on wages and

other workplace issues. By strengthening industrial relations and social dialogue,

Viet Nam could enhance working conditions while making the investment climate

more attractive.
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This chapter examines recent developments during the past couple of years

with a particular emphasis on the labour market and social impacts of the global

economic crisis. The crisis originated from the financial markets in the United

States but quickly spread to industrial and developing countries around the world.

Viet Nam was no exception. Facing contracting external demand from key export

markets, numerous enterprises collapsed while thousands of workers were

retrenched. However, the country now appears to have weathered the worse of the

crisis as a result of concerted and decisive policy responses.

Since 2007, Viet Nam has wrestled with the impacts of the multiple crises

involving food and fuel prices and the global economy and financial system. The

food-price crisis hit Viet Nam in 2007, leading to increased inflation as of the third

quarter and raised the consumer price index (CPI) by 13 per cent. The CPI

continued increasing through much of 2008, and consequently, the Government

moved to restrain inflation through monetary tightening and decreasing public

investment. The response worked to sufficiently gain control of the inflation

situation by the fourth quarter of 2008. Although prices declined, they have yet to

return to previous levels; the average CPI grew by 23.1 per cent in 2008, the highest

annual average in the past ten years (see Table A6.1). The price inflation remained

relatively low but edged upward towards the end of 2009 and during the first

couple months of 2010 (see Figure 2.1). Though the increasing trend is not

regarded as serious, a risk of higher inflation remains.

2.1. Macroeconomic impacts

Impact of the global
economic crisis in Viet Nam

2

Figure 2.1. Consumer price index, monthly change, June 2008-February 2010 (%)
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As policymakers in Viet Nam struggled with rapid inflation, the crisis in the

United States financial system, triggered by risky subprime mortgage lending,

rippled around the world in late 2008. As a result, global consumer demand

dropped which led to stagnate or declining production and rampant enterprise

closures. Consequently, workers and households were affected as unemployment

increased and incomes and purchasing power fell.

In October 2008, the Government shifted its inflation focus to the

economic downturn, looking to sustain the macroeconomic environment while

ensuring social stability. Due to the decline in external demand, particularly in Viet

Nam's major export markets such as the United States and Western Europe,

industries such as textile and garment, leather and footwear, fine art and consumer

goods contracted or stagnated. With 60 per cent of GDP growth from export

industries, it was a huge blow to the economy.
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Figure 2.2. Export and import value, year-on-year change, 2008-January 2010 (%)
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One of the key transmission channels of the impact of the global economic

crisis in Viet Nam was through a decline in trade. Exports and imports both fell

significantly, as imports contracted by 45 per cent by the first quarter of 2009 while

exports shrunk by around 10 per cent by the second quarter of 2009, as compared

to the same periods in 2008 (see Figure 2.2). For the 2009 year, exports and imports

decreased by nearly 10 per cent and 15 per cent, respectively. However, by January

2010, evidence indicate that trade had rebounded considerably, with exports

increasing by 28.1 per cent and imports climbing by 86.6 per cent. The decline in

global demand badly affected export-oriented industries, including in handicraft

villages. According to GSO statistics for the first half of 2009, rattan, bamboo and

sedge exports reached USD 85 million while pottery and porcelain exports

reached USD 130 million, a reduction of 24 per cent and 26.4 per cent,

respectively, from a year earlier.
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Another impact of the crisis on the macroeconomic climate in Viet Nam

was through falling investments. While total investment growth, including in the

FDI sector, was healthy in 2008, the landscape changed significantly in 2009 (see

Figure 2.3). By the first quarter of 2009, total investments had grown only 9 per

cent, with FDI plummeting a dramatic 32 per cent, relative to the previous year.

For the 2009 year, total investment increased by 15.3 per cent while FDI

contracted by just less than 6 per cent. The economic downturn in FDI resulted

from negative economic growth in major investor countries, such as Singapore,

Japan, the United States and Western Europe, affecting not only FDI to Viet Nam

in industry and manufacturing but also slowing down construction and real estate

investment projects.

Figure 2.3. Investment capital, year-on-year change, 2008-2009 (%)
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As shown in Figure 2.4, the impact on trade and investment has contributed

to the slowdown in economic growth in Viet Nam. Due to the sharp decrease in

economic activity in the fourth quarter of 2008, the GDP growth rate for the year

was only 6.2 per cent, much lower than the overall annual average of 7.5 per cent for

2000-2008 (see Chapter 1.1). For the first quarter of 2009, GDP grew by only 3.1

per cent compared to 2008 but steadily climbed throughout 2009. By the end of the

year, GDP had expanded by 5.3 per cent. Although not as robust as in recent years,

the 2009 growth figure is relatively strong compared to estimates for many countries

in the Asia region. The steady rise in growth over the past four quarters, along with

the positive trends in exports and investments, is a cause for optimism and could

reflect a healthy sign that Viet Nam may have weathered the worse of the crisis.

In terms of growth by sector, the depressed global demand resulted in the

slowdown in value added by Viet Nam's industry. After growing by 6.1 per cent in

2008, the value of industry grew by only 1.5 per cent in the first quarter of 2009, on

an annual basis, but gradually increased to 5.5 by the end of the year. Similarly,

industrial production stagnated at the beginning of 2009 but grew steadily to 7.6
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per cent for the year. However, the increase was driven by raw oil production,

indicating that many non-oil industries barely grew or even declined compared to

the previous year.

The agricultural sector has also been affected by the global economic

downturn. The preceding international price “shock” on food and fuel posed both

negative and positive consequences. The increasing price of rice and rubber in

2008 helped to stimulate agricultural performance; however, the rising prices of

fertilizer and foodstuff for cattle imposed difficulties on farmers. But

subsequently, the declining prices for various food and foodstuff items in 2009

badly affected the value-added growth rate of the agricultural sector, which grew

only 1.8 per cent for the year. Rice exports, for example, reached USD 2.2 billion in

the first nine months of 2009, a decline of 7.8 per cent compared with the same

period a year earlier.
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Figure 2.4. Gross domestic product by sector, year-on-year change, 2008-2009 (%)
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The extent of the impact of the global economic crisis is also reflected in the

sharp reduction of international visitors to Viet Nam. The number of

international arrivals in 2008 was estimated at 4.3 million, only 0.6 per cent higher

than in 2007, with the number of tourists increasing by 1 per cent. By country, the

reduced number of visitors decreased the most from the Republic of Korea, Japan

and Taiwan (China). In 2009, the figures contracted further. Through November

2009, international visitors had totalled only 3.4 million, representing a 12.3 per

cent decline from the same period in 2008, with the number of tourists contracting

at an even higher rate (16.2 per cent).
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Box 2.1.
Enterprise Survey on the Impact of the Global Economic Crisis

In April 2009, ILSSA, in cooperation with the MOLISA Department of

Labour and Wages, conducted a survey to monitor the impact of the global

economic crisis on enterprises and employment and workers' income in

order to quickly assess if the Government's response was effective. While

not nationally representative, the survey did cover 1,661 firms, with the

distribution of firms being state-owned enterprises (19.7 per cent), private

domestic enterprises (60.6 per cent) and foreign-invested enterprises (19.7

per cent). Some 40 per cent of the enterprises produced exports, while 74.5

per cent were small or medium-sized enterprises with less than 300 workers.

The survey was conducted in 16 provinces, representing 8 economic zones,

over 30 days. The questionnaire covered: i) changes in enterprises' revenue

and investment; ii) changes in the size of the workforce, retrenchments and

income; iii) characteristics of retrenched workers; iv) accessibility to

government support policies; and v) solutions applied or will be applied by

the enterprises to cope with the crisis.

Not surprisingly, the survey results clearly showed a negative impact,

especially on foreign-invested enterprises, private domestic enterprises and

export-oriented enterprises in such industries as textile and garment,

2.2.Labour market impacts

2.2.1. Workers in enterprises

Examining the full impact of the global economic crisis on enterprises and

workers in Viet Nam is a significant challenge as comprehensive data on the labour

market during the period of 2008-2009 are lacking. Nonetheless, innovative

impact assessments covering various key sectors have helped to fill the information

gap. The findings from these different surveys indicate that the crisis has indeed

adversely affected Viet Nam's labour market.

According to an ILSSA enterprise survey, 24.8 per cent and 38.2 per cent of

enterprises posted a contraction in sales and revenue in 2008 and through April of

2009, respectively, due to the global economic downturn (see Box 2.1). Many

enterprises scaled back their production, resulting in a contraction in working time

or the loss of jobs. In 2008, 22.3 per cent of the surveyed enterprises downsized

their workforce; 24.8 per cent of enterprises did so in 2009. However, there were

also enterprises that expanded their production and their demand for labour. In

2008, 29.8 per cent of enterprises expanded their workforce, and 28.4 per cent did

so by April 2009. Furthermore, 12.9 per cent and 5.5 per cent of these enterprises

grew by more than 20 per cent in 2008 and 2009, respectively.
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leather and footwear, construction and transportation. The enterprises

utilized a variety of strategies, such as labour rotation, reduction in working

hours and working shifts and increased leave time. These strategies helped

some enterprises keep their workforce relatively stable and to retain skilled

workers.

However, other enterprises relied on questionable practices: keeping their

workers underemployed, not paying for leave time or paying only 70 per

cent of the leave time, or imposing long unpaid or partially paid leave time

in order to pressure workers to quit and thus avoid paying the required lay-

off allowance.

Other information sources corroborate this simultaneous pattern of

retrenchment and recruitment across Viet Nam. Because retrenchments and

labour shortages occurred concurrently, 80 per cent of the retrenched workers

were able to find new employment. Thus, the overall increase in unemployment

as of the first half of 2009 was not very significant. According to reports from 41

provinces and cities, 67 thousand workers were retrenched (of which 25.5 per cent

were female) in 2008, accounting for 16.3 per cent of the total workforce in

enterprises. Another 107 thousand workers lost their job in the six first months of

2009 (of which 31 per cent were female), accounting for 18 per cent of the total

workforce in enterprises, according to reports from 53 provinces and cities.

Despite the lower percentages of retrenched female workers, women

remained vulnerable during the crisis due to the nature of the impact on the export

industry. Estimates indicate that female workers accounted for 43.7 per cent of the

total workforce in enterprises. In addition, the share of women working in export

industries such as textile and garment is as high as 80 per cent. Thus, due to the

nature of the crisis and its impact on the labour-intensive export industry, female

workers were highly vulnerable.

Of course, reduced working time and retrenchments mean the loss of

income for a worker and the family. It can be worse when employers do not

terminate the employment contract but keep workers on leave with only 70 per

cent or less of their basic salary as compensation. In this way, employers can avoid

paying the required allowance for retrenching workers and sometimes can avoid

paying the social and health insurance contributions. This puts workers in a

difficult position because most cannot afford to be underemployed at such low

wages, and thus they are forced to quit and look for another job or, in the case of

many internal migrants, return to the countryside altogether.
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2.2.2. Workers in handicraft villages

2.2.3. Workers in rural areas

Viet Nam's handicraft villages, which have developed significantly after

WTO accession, were also badly affected by the global economic crisis. The

industry includes around 2,790 trade villages which provide employment for

nearly 11 million workers, including people who are old and disabled and those

who want to work in their leisure time. Depending on the type of handicraft,

female workers represented 45-98 per cent of those employed in the villages.

During the crisis, handicraft villages have faced a number of serious problems

such as shrinking foreign and domestic market demand and the cancellation of

signed contracts as wholesale customers were unable to pay. From 2008 to the

second quarter of 2009, more than 37 thousand workers (of which females

accounted for 45 per cent) in the handicraft villages had lost their job.

For example, the La Phu handicraft village in Hanoi had over 97 enterprises

and more than one thousand household-based establishments operating before

the crisis, employing 25 thousand workers (10 thousand regular enterprise-based

workers and 15 thousand household-based workers producing on a per-unit

contract system for enterprises in the district and in neighbouring localities).

However, the economic crisis led to a fall in the demand for labour in the village by

50-70 per cent. Likewise, the Dong Ky handicraft village in Bac Ninh province,

with 140 enterprises and 20 co-operatives producing traditional products, reduced

the number of workers by two-thirds.

Before the crisis, workers in the handicraft villages were earning three to

four times more income than doing agriculture work. Many of those who have

since lost their job have had to return to agricultural work. This has given rise to

rural underemployment as well as falling rural household incomes.

The global economic crisis also has had a negative impact on the

employment of agricultural workers. Most of the retrenched workers in industrial

processing zones were rural migrants who were then forced to return home and

look for work elsewhere. The majority of workers in handicraft villages are rural

residents, many of whom have returned to agricultural work. A number of overseas

migrant workers who were from rural areas have had to return before their contract

expired due to the economic crisis. By the early months of 2009, more than 7

thousand overseas workers had returned and that figure was projected to be 10

thousand by the end of 2009. As a result, rural areas faced increasing labour

surplus pressure.
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According to findings from a survey conducted by the Institute of Policy

and Strategy for Agriculture and Rural Development (IPSARD), the crisis has

impacted rural communities and households significantly in four provinces (see

Box 2.2). Across the surveyed provinces, 21.7 per cent of migrant workers had

been retrenched and returned home. Of the returning migrants, those retrenched

from industrial and processing zones and urban areas accounted for 36.9 per cent.

Only 11.3 per cent of these retrenched workers could find new employment,

including 5.3 per cent who found jobs in agriculture and 6 per cent who were re-

employed in the industry or services sectors. In addition, 17.2 per cent of overseas

migrants from the surveyed provinces returned prior to the completion of their

contract stipulations.

In terms of household spending, 68.4 per cent of households faced a

reduction in expenditure for meat and fish in the four provinces. The number in An

Giang and Nam Dinh provinces were higher, at 73.9 per cent and 71.2 per cent,

respectively. In addition to cutting food expenditure, 65.2 per cent of communal

farmers were not willing to spend on expensive appliances. Moreover, the crisis has

pushed some near-poor rural households into poverty, particularly in the

mountainous areas.

Box 2.2.
Surveying the Impact of the Economic Crisis in Rural Areas

At the request of the Economic Committee of the National Assembly, the

Institute of Policy and Strategy for Agriculture and Rural Development

(IPSARD) conducted a survey to assess the impact of the economic

downturn on the lives of rural people and on social security policies. The

survey targeted farm-based households and covered the following four

provinces: Nam Dinh province (representing the Red River Delta with a

diversified production system and migrant labour); Lang Son province

(representing the Northern mountainous area with ethnic minority groups

and communes); Binh Thuan province (representing the Central area); and

An Giang province (representing the Mekong Delta area).

The survey sample included 584 communes in the four provinces, of which

85 per cent of the communes earned at least 50 per cent of their income

from agriculture, forestry or fishery. Non-agricultural communes

accounted for nearly 4 per cent of the survey sample. The survey included

questions to assess employment of local workers, including returning

migrants, and rural household expenditures and poverty.

Source: Impact of Economic Downturn on People's Lives and the Impact of Policies to Support
Social Security

IPSARD:
, Reference Report No. 1 (Hanoi, May 2009).
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2.3.Policy responses and recovery

To support workers retrenched from enterprises since the economic

downturn, the Prime Minister issued Decision No. 30/2009/QD-TTg in late

February 2009 with the following provisions:



.

Enterprises that cannot pay salaries, social insurance, retrenchment

allowances or severance pay to their workers will be offered preferential

interest-free loans. The lending limit will be equal to the amount needed to

pay salaries, debts and other responsibilities to the employees facing

retrenchment with a maximum lending time of 12 months. The Vietnam

Development Bank will be responsible for launching and implementing the

programme.

Laid-off employees of enterprises that have become insolvent will receive

their remaining due wages. Payroll costs will be advanced from provincial

budgets and refunded from the proceeds from the liquidation of the assets

of the enterprise. In case the asset value is not sufficient, a report should be

sent to the Prime Minister for consideration.

Retrenched workers (including overseas workers who lost their jobs and

have had to return home prior to their contract provisions) are entitled to

loans with a preferential interest rate from the National Job Creation Fund

to create new employment. They are entitled to loans for job training within

12

home, following the State

Bank of Vietnam's Decision No. 365/2004/QD-NHNN. The Vietnam

Bank for Social Policies is responsible for managing the lending programme.

To implement policies on social protection, the Government increased its

2008 budget to VND 52 trillion, equivalent to 13 per cent of the total state budget

expenditure. The increased allocation covered direct payments to beneficiaries

(VND 19 trillion dong), minimum wage adjustments, additional pensions and

veterans' allowances (VND 28.9 trillion). In the first four months of 2009, the

Government added VND 16.7 trillion to the budget, an 8 per cent increase against

the same period in 2008. Some 40 thousand tons of rice were distributed in 2008 to

people in natural disaster-affected areas and where the threat of hunger prevailed.

Also in 2008, the Government exempted or reduced irrigation and other fees that

farmers typically need to pay and made VND 28 trillion available through 12

preferential credit programmes.

The Government's policies and initiatives strengthened the confidence of

enterprises and workers of its capacity and commitment in stabilizing the economy

in times of major crisis (see Box 2.3). As a result, Viet Nam maintained a relatively

high GDP growth rate in 2009 compared with other countries in the region and in

the world as discussed earlier. In addition, the number of poor households is

projected to have declined by 11 per cent in 2009, compared with 12.1 per cent in

2008, and the unemployment situation is predicted to be less serious than initially

feared as the economy continues its strong recovery

months of the date of retrenchment, following the Government's

Decision No. 157/2007/QĐ-TTg on credit for disadvantaged students, and

to loans from the lending programme of overseas workers within 12 months

of the date of retrenchment or the date of coming
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4. Regulation on regional minimum wages for workers in companies, enterprises,
cooperatives, cooperative groups, farms, households, individuals and other
organizations of Viet Nam, implemented since 1 January 2009 (Decree No.
110/2008/ND-CP); and Regulation on regional minimum wages for
Vietnamese workers employed by FDI enterprises, foreign agencies,
organizations and individuals in Viet Nam, implemented since 1 January 2009
(Decree No. 111/2008/ND-CP);

In 2008 and 2009, in order to meet various social protection targets and to support
workers and households to weather the crisis, the Government issued and
implemented some new policies:

1. Adjustment of pension, social insurance allowance and monthly allowances for
retired communal officers, implemented since 1 October 2008 (Decree No.
101/2008/ND-CP);

2. Adjustment of allowances for the national devotees who rendered
contributions to the national revolution, implemented since 1 October 2008
(Decree No. 105/2008/ND-CP);

3. Continuation to provide allowances for wage earners with low incomes,
implemented since 1 October 2008 (Decision No. 81/QD-TTg);

5. Programme on fast and sustainable poverty reduction for 61 poor districts
(Resolution 30a/2008/NQ-CP);

6. Implementation of unemployment insurance under the Social Security Law,
implemented since 1 January 2009 (Decree No. 127/2008/ND-CP);

7. Support for retrenched workers in enterprises affected by economic recession
(Decision No. 20/2009/QD-TTg);

8. Support on housing for poor households (Decision No. 167/2008/QD-TTg);

9. Preferential interest rate on loans for procurement of equipment and materials
for agricultural production and materials for rural housing construction,
implemented since 14 April 2009 (Decision No. 497/QD-TTg); and

10. Preferential interest rate on loans from Social Policy Bank, implemented since
14 April 2009 (Decision No. 579/QD-TTg).

Box 2.3.
Policy Responses During the Crisis Period

However, several concerns remain in relation to social protection during the

crisis recovery period. First, despite continued poverty reduction in 2009, the

poverty line is now outdated due to the recent years of high inflation. Assessing the

depth of poverty across the country has been based on the 2006 poverty line at

VND 200 thousand per month in rural areas and VND 260 thousand per month in

urban areas. Due to rising prices, the poverty situation could be worse than what

estimations indicate.

Second, implementation of the Prime Minister's Decision No.

30/2009/QD-TTg to support workers retrenched from enterprises that

encountered difficulties due to the economic downturn has faced various

challenges. First, the policy is applicable only to workers retrenched in 2009, while a

sizeable portion of retrenchments took place in 2008. Second, the conditions for

enterprises to receive assistance are too strict and unreasonable. For example, only

enterprises with more than 30 per cent of their workforce retrenched (excluding

seasonal workers with labour contracts valid for less than three months) or more

than 100 workers retrenched are entitled to receive assistance. However, 97 per
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cent of enterprises in Viet Nam are small and medium-sized firms with less than

300 workers, and the number of enterprises with fewer than 50 workers accounts

for 87 per cent of the total. Thus, the number of enterprises and workers who

could benefit from the policy is small. By 30 June 2009, only four enterprises had

received the preferential credit to cover their wage payments, which benefitted only

728 workers.

Third, most of the retrenched workers were unskilled and working in

labour-intensive industries, typically as seasonal workers with a contract valid for

less than three months. These workers do not participate in the social insurance

system. Thus, they are not eligible for either the regular social insurance or the

Government's supplemental scheme. In other cases, retrenched workers who did

participate in the social insurance system sometimes discovered that their employer

had not paid their share of the social insurance contribution.
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As 2015 approaches, Viet Nam's economy will become more integrated

with and sensitive to the global economy. Competition in regional and global

markets will intensify, and Viet Nam will need a strong response during the Asian

Decent Work Decade and beyond to address a number of labour market and social

challenges.

Viet Nam's labour force will continue to expand significantly from 2010 to

2015, at an estimated 1.5 per cent each year, or by 738 thousand (see Table 3.1).

While this represents a deceleration in the growth rate of the economically active

population in comparison to the 2000-2010 period, labour force growth in

absolute terms will be among the highest in the ASEAN region, trailing only

Indonesia and the Philippines. This projected pattern will continue to exert

tremendous pressure on the economy to generate enough employment

opportunities to absorb the new labour force entrants.

3.1. Key challenges

3.1.1. Addressing deficits in the quantity and quality of jobs

Viet Nam and the Asian
Decent Work Decade

3

Table 3.1. Labour force growth in ASEAN, 2000-2010 and 2010-2015

Avg. annual
change,

2010-2015 (%)

Source:

Note:

ILO: LABORSTA, Economically Active Population Estimates and Projections (5th Edition, revision 2009).

Ages 15+.

Avg. annual
change,

2000-2010 ('000s)

Avg. annual
change,

2000-2010 (%)

Avg. annual
change,

2010-2015 ('000s)

ASEAN

Brunei Darussalam

Cambodia

Indonesia

Lao PDR

Malaysia
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Singapore
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Viet Nam

5 120

5

215

2 062

71

252

215

816

57
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959

1.9
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3.2
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2.3
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In addition, rural-to-urban migration will continue to grow rapidly. The

share of the population residing in urban areas is forecast to reach 33.6 per cent in

2015 from 30.4 per cent in 2010, and this five-year growth in the urban population is

significantly higher than in most countries in the ASEAN region. In combination

with the considerable labour force growth, this urbanization trend wields major

stress on urban centres in terms of employment, infrastructure and services.

Given these projected rural-to-urban migration patterns, the remarkable

employment shift from agriculture to industry that took place during the last

decade are unlikely to subside. From 2000 to 2007, employment in industry grew by

an average of 9.1 per cent each year while agricultural employment contracted by -

0.7 per cent. With the assumption that the current growth rate of employment in

each sector continues, agriculture could absorb less than 40 per cent of total

employment by 2015, a sizeable decline from approximately 52 per cent in 2007

(see Table A2.2).

Over the next five years, expanding labour demand in the formal economy

will be another critical challenge. To this end, wage employment will need to grow

significantly from its extremely low level of less than 23 per cent in 2007, and at an

even faster rate than the annual average of 5.5 per cent from 2000 to 2007 (see

Table A2.5). However, this challenge will not be easy to achieve in Viet Nam's

current context. First, the number of registered enterprises per capita remains

tremendously low, and the majority of enterprises are small or medium-sized firms

with limited capacity to generate new wage employment. Second, labour market

information is weak, leading to a mismatch between labour market demand and

supply. In addition, development policies have not been employment-centred,

have not encouraged labour-intensive investments and have neglected to stimulate

economic and labour demand in less-developed regions.

Furthermore, creating quality employment for youth and women will be

essential in the coming years. The share of youth ages 15-24 in the total labour

force will decrease from 19 per cent in 2010 to 17.2 per cent in 2015. Nonetheless,

the projected 8.9 million economically active youth population in 2015 will be

massive and will demand special assistance in regards to the school-to-work

transition and ensuring the dynamism and potential of youth are not squandered.

This will require enhancing their access to practical career guidance, sound labour

market information and market-driven vocational and technical training, among

other measures.

Similarly, female workers will continue to face specific labour market

challenges, including a disproportionate share of employment in sectors with low

productivity, low wages and inadequate security. As noted in Chapter 1.2, a majority

of employed women are unpaid for their work as contributing family workers. In

addition, in 2007, women were concentrated in labour-intensive industries,

including agriculture and forestry (53.6 per cent), wholesale and retail trade (13.4 per

cent) and manufacturing (12.8 per cent). Their engagement in various export-

oriented sectors may also leave them vulnerable to growing external market

volatility. Thus, it will be essential to monitor employment trends for women

between 2010 and 2015 to ensure that they are increasingly absorbed into quality

wage employment with greater participation in relevant social protection

mechanisms.
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3.1.2. Boosting productivity and competitiveness

Raising labour productivity and enhancing the competitiveness of

Vietnamese products will continue to be a priority during the next five years. In

fact, the Government's draft Socio-Economic Development Plan for 2011-2015

has set the economic growth target of 7-8 per cent annually for the coming five-

year period, with labour productivity in 2015 reaching 1.5 times the 2010 level.

While these goals are extremely ambitious, it signifies the prominence of

productivity for enhancing living standards and sustaining the country's robust

economic growth.

The structural transformation taking place in the economy and in the sector

of employment (see Chapter 1) has significantly raised Viet Nam's overall

productivity level. Estimates indicate that a large movement of workers from

agriculture to industry - and therefore from a low-labour productivity to a high-

labour productivity sector - has been a strong driver for growth. From 2000 to

2006, the sectoral shift in employment contributed to 36.7 per cent of Viet Nam's

labour productivity growth, which was second in the ASEAN region to only the

46.9 per cent in Cambodia. But Viet Nam has yet to reach its potential and

continued economic restructuring and facilitation of workers out of agriculture

can increase labour productivity further. However, with the shifting labour force

coming from rural areas where professional and technical skills are lower, labour

productivity growth could be constrained unless requisite policy measures are

pursued. In addition, promoting productivity growth within sectors remains a

critical driver of growth and cannot be neglected.

Enhanced regional and global integration will also lead to an easier flow of

goods, investment as well as labour. Foreign workers will seek new opportunities in

Viet Nam while more Vietnamese will work outside the country - but only if they

can upgrade their skills and knowledge to be internationally competitive. Moreover,

one main advantage of international integration is that Viet Nam's goods and

products will overcome trade barriers and enhance their market position by

applying the WTO's fair and effective dispute settlement system. Consequently,

Viet Nam's enterprises will experience new opportunities to enter untapped

markets, attract greater investment and adopt new technologies.

However, a primary challenge to Viet Nam's domestic enterprises is the

continued use of outdated technology and machinery and their deficiency in

management capacity. As the Government realizes its international commitments

on trade and investment, domestic enterprises will be increasingly confronted by

foreign enterprises that possess abundant financial resources, modern technology,

progressive management and workplace practices, high-quality products and sound

marketing strategies. These Vietnamese domestic firms will be forced to adapt in

order to survive.

In the past, Viet Nam has relied on low labour costs in building its export-

oriented and labour-intensive industries such as textiles, garments and footwear.

However, this cannot remain a comparative advantage in the coming years as the

country moves up the value chain in regional and global production networks and

produces more technology and capital-intensive products. The trend of using

cheap and abundant labour has decreased production costs for Viet Nam's
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3.1.3.Extending social protection coverage

Expanding the coverage of the current social protection system will be a

pressing issue during the 2010-2015 period. While Viet Nam pursues a path of

enhanced market integration and robust economic growth based on rapid

structural change, the country also faces the possibility of more frequent and

intensive economic, social and environmental risks. Growth and integration will

create new opportunities for wealth and job creation, but there will also be those

who do not benefit. One of the greatest challenges in the coming years will be to

find ways to take advantage of these prospects while protecting the poorest and

most vulnerable people against the threats to their living standards and their access

to basic social services. In sum, economic prosperity must be balanced with social

inclusion and equity.

Moreover, strengthened social protection measures will be critical as the

Government strives to further reduce poverty in the coming five-year period. In

this regard, farming-oriented, rural households are among the most impoverished

and disadvantaged groups in Viet Nam. The integration of the agricultural sector

into the global and regional economies has presented farmers with liberalization

of trade protection policies in key markets but also increased competition. Also,

there are increasing risks that near-poor farmers could fall back into poverty as a

result of natural calamities, price variations, economic integration and market-

oriented development. With inadequate technical skills, the rural poor will also

find less employment opportunities as a result of scientific and technological

advances and unequal economic investment and development among geographic

regions.

enterprises. However, these firms will experience growing difficulties in exporting

and appealing to foreign markets as production will increasingly require advanced

technologies and skilled labour. To raise its competitiveness in the international

arena, Viet Nam's enterprises will need to reduce their production costs to drive

down their product prices and increase their productivity through adopting

progressive workplace practices and upgrading the skills of its workforce.

To this end, the Government must support the skills development and

technical training of Viet Nam's vast human resources. The Government's draft

Socio-Economic Development Plan for 2011-2015 calls for an increase in the

share of the labour force with skills training to 45 per cent by 2015. Given limited

institutional capacity and infrastructure, this will pose a tremendous challenge for

Viet Nam's current education and training system as 65.3 per cent of the labour

force did not have any technical training in 2007 (see Table A1.2).

But meeting the increased demand of technical education and training in

terms of numbers alone will not be the only challenge. Possibly even more

important will be the major reformation of the vocational training system required

to raise the quality of training, which is often not responsive or market-oriented.

Moreover, Viet Nam must enhance the infrastructure and network of the training

system and improve access, including for women and rural youth. As rural-to-urban

migration patterns continue, it is also vital to support rural workers to access

relevant vocational training at both the point of departure (rural areas) and

destination (urban areas).
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New groups of the poor also could emerge due to economic shocks, limited

or curtailed natural land resources and the loss of wage employment because of

state-owned enterprise reform or the impact on export industries from global

market instability. Changing land uses, especially in near-urban centres, could also

push more people into poverty. In addition, domestic and international migrants

are particular concerns as economic and social changes increasingly are associated

with spatial mobility. Rural-to-urban migrants may experience more difficulties

than urban jobseekers in finding quality employment and could be forced to accept

lower wages and poor working conditions. Also, ensuring that women and girls

have equal access to educational, economic and political opportunities is

indispensable to the creation of a just society and is also vital to household welfare

and the efficient use of the country's human resources. Minimizing the negative

impacts of industrialization, urbanization and agricultural intensification on the

natural environment will require sound social policies, improved governance and

greater public involvement in decision making.

To this end, there must be a comprehensive strategy on universal social

protection to support the population in coping with the potential risks and shocks

that could threaten a reduction in incomes and expenditures and jeopardize living

standards. In addition, strengthening the social protection system must

accompany reform of labour market regulations to support workers from the

insecurities associated with flexible labour markets and to facilitate the adjustment

to rapid labour market changes.

The Government aims to gradually extend the coverage of the social

insurance system by expanding eligibility under the compulsory scheme.

Moreover, it must target more people, especially workers in the informal economy,

to participate in the voluntary scheme by making contributions flexible and benefit

options more relevant. This will be complemented by support policies for

vulnerable groups and ethnic minorities to involve them in the voluntary scheme.

Successful extension of the social insurance scheme will be critical. Despite

positive growth trends in wage employment, vulnerable employment also grew on

average by 1.9 per cent each year from 2000 to 2007 as nearly 35 million workers

were engaged as own-account or contributing family workers in 2007. By 2015,

this vulnerable population will certainly remain massive and will require stronger

participation and inclusion in the national social insurance programme.

In terms of unemployment insurance, the Government will also aim to

enhance policies along with its capacity to fully implement and operationalize the

system to better support the unemployed. This will entail strengthening the

provision of career counselling and vocational training and matching of

employers with jobseekers. To this end, a robust labour market information system

that can provide timely and reliable data on both labour market demand and supply

is essential.

77

78
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According to ILSSA projections, by 2015 there will be an estimated 14.5 million workers participating

in the social insurance system, accounting for less than one-third of the total labour force. Of them,
12.8 million workers will participate in the compulsory scheme and 1.6 million in the voluntary plan.
Also, the total number of participants in the unemployment insurance scheme is forecast to be 8.9
million by 2015. See: ILSSA: (Hanoi, forthcoming).

See Annex III, Table A2.1 and Table A2.5.
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3.2.Key policy considerations

The report has highlighted the remarkable achievements in Viet Nam

during the past decade, including the tremendous structural transformation in the

economy and in employment, rapid labour productivity growth and a massive

decline in poverty, among others. However, a number of deficits in achieving

decent work during the period of 2010-2015 were also underlined and call for

concerted action by the country's tripartite constituents and other key

stakeholders.

Improving Viet Nam's labour market governance regime will be a key

strategy for Viet Nam to achieve progress towards decent work in the coming five

years. Economic restructuring towards market orientation and global economic

integration, on one hand, augment employment opportunities. But it also requires

sound administration of policies to balance the flexibility of labour markets with

the security concerns of workers. In addition, the economic reforms have imposed

new challenges for enterprises and workers - such as developing workplace

relations, wage policies and labour dispute settlements - that will require priority

action.

First, given an economy in transition, the legal framework and labour

market institutions are the fundamental building blocks that need to be

strengthened in order to create a favourable environment for economic

development, foreign investment and the capacity to compete internationally.

Special attention should be paid to establishing or reforming policies and

legislation on collective bargaining, minimum wages, labour dispute settlements,

unemployment insurance and the gender pay gap, among others.

Second, Viet Nam must invest in the industrial relations system to foster the

mechanisms for dialogue and negotiation. A comprehensive system involving

workers' and employers' representation and tripartite institutions at the industry,

regional and local levels and even in industrial zones should be developed to

effectively establish different types of collective labour agreements. Harmonious

industrial relations need to be based on voluntary, actual dialogue and negotiation

principles. Also, the capacity of the Government and the social partners in labour

negotiations and workplace representation should also be strengthened, while the

roles of each party need to be clearly defined based on independence and

autonomy. In this regard, education and training should focus on not only

expanding professional qualifications and skills but also cultivating a different

work style compatible with a market economy and better understanding of labour

laws to fully engage in the industrial relations processes.

Finally, supporting labour market institutions that can facilitate the match

between labour demand and supply could assist jobseekers from poor households,

workers in the informal economy, young new entrants into the labour market, the

79

3.2.1.Invest in labour market governance to foster sustainable
and inclusive development

79
Labour market governance covers the range of policies, norms, laws, regulations, institutions and

processes that influence the demand and supply of labour. Strengthening the capacity of and improving
industrial relations between those who demand labour (employers) and those who supply it (workers) is
an integral part of labour market governance. See: ILO:

(Bangkok, 2008).
Asian Decent Work Decade Resource Kit: Labour

Market Governance
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elderly and the disabled and people affected by economic and structural reforms.

This will require formulating a full range of policies and programmes to respond

to a flexible labour market while developing a comprehensive package of

employment and re-training services. Special policy focus should be paid to

domestic and international migrant workers, particularly in terms of training and

social protection. Moreover, the Government should enhance access to vocational

training for women and youth, in combination with job-search support services

that aim to break through gender stereotypes, while developing a public works

programme to meet the temporary needs of jobseekers and special vulnerable

groups.

To ensure sustainable economic growth and improved living standards,

special attention should be given to factors that can enhance workforce

productivity and national competitiveness. First, the Government can play a

significant role in facilitating the shift of workers across sectors by developing and

nurturing higher-productivity industrial sectors. To continue rapid new investment

growth, the Government must lower the cost of doing business and improve

administrative efficiency in terms of enterprise registration and support services

for domestic and foreign investors and entrepreneurs. In addition, it should look to

further reform its own state-owned enterprises.

Second, support for within-sector growth is essential. Given the dominance

of small and medium-sized enterprises in terms of employment of the labour

force, policies that promote investment in small and medium-sized firms, in both

industrial and rural areas, would boost overall productivity and improve job quality.

In this regard, special focus is needed to support these enterprises in adopting new

technologies, embracing progressive workplace practices, locating new markets

and developing their human resources.

Finally, raising the skill level of the workforce, particularly in managerial and

highly technical competencies, could drive productivity considerably but will

require concerted measures in improving the relevance and quality of the

education and training system. Training must be better oriented to the shifting

needs of employers and trainees. To this end, strengthening the institutional

linkages between employers and training providers could enhance the design of

vocational and technical training curriculum to adapt better to emerging

occupations, workplace practices and technological applications. Moreover, Viet

Nam must enhance the training infrastructure, expand the vocational training

network and increase the quantity and quality of vocational teachers.

The relatively weak employment generation during the past decade, despite

considerable economic prosperity and rapid investment growth, begs for a

comprehensive national employment strategy. The strategy should be linked to

broader economic development and investment policies with the main objectives

to create a large number of jobs in high labour productivity sectors; speed up the

labour market transition from agriculture to industry and from the informal to the

formal economy; develop non-farm jobs in rural areas; and support rural workers

to prepare for new occupations as agricultural land use diminishes. Moreover, the

3.2.2.

3.2.3.

Sustain rapid productivity growth to drive
competitiveness and raise living standards

Support job creation and improve job quality through
employment-centred policies
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employment strategy should prioritize and mainstream gender-related concerns

considering the disproportionate engagement of women in unpaid or poorly paid

jobs and in sectors where productivity is low and protection is weak.

Enterprise development will continue to be the crucial driver for

employment generation and, in particular, quality wage employment in the formal

economy. In the short term, measures should focus on removing barriers that

hinder business creation and expansion and access to credit and land for

production. In this regard and given the constraints faced by women, the

promotion of women's entrepreneurship is critical. In addition, investment

policies should focus on nurturing and developing sectors with high capacity for

generating quality employment.

Improving social protection in Viet Nam to ensure the most vulnerable in

society - including the poor, ethnic minorities, women and youth and workers

susceptible to the adverse impacts of market reform and integration - will entail

various initiatives. First, the Government should consider measures to extend the

coverage of the system. Through public awareness and information campaigns,

the requirements of the compulsory social insurance plan and the benefits of the

voluntary schemes should be promoted. Also, the Government will need to

further reform the parameters of the social insurance scheme to accommodate

informal economy workers while assisting the poor and other vulnerable groups to

participate in and benefit from the system.

Second, in terms of the unemployment insurance programme, the

Government must make the system fully operational, extend coverage and

enhance its implementation to better support jobseekers. This will involve, in

particular, investing in public and private employment service centres which can

offer sound and practical career guidance that is free of gender bias, as well as

providers of quality vocational and technical training that can respond to the

demands of the industry. In addition, supporting and facilitating the matching of

enterprises recruiting new workers with active jobseekers will be essential.

Finally, increasing state investment in the social protection system and

enhancing efficiency should be a priority. As discussed in Chapter 1.3, budgetary

allocations for social protection are insufficient and limit the effectiveness of the

programme to support vulnerable workers and households. In addition to

addressing financial constraints, Viet Nam should focus on strengthening its

institutional capacity, including human resources and the physical and technical

infrastructure to make social protection programmes more efficient, while also

improving the system of revenue and benefits management.

Investment in the national labour market information and analysis system is

strongly advisable and can support the implementation of many of the policy

recommendations above. Such a system should track and forecast trends in the

labour market and provide quality, reliable and up-to-date information on

workforce skills and training needs and new opportunities for jobseekers. In

addition, strengthening the sex- and age-disaggregated data collection and analysis

3.2.4.

3.2.5.

Strengthen social protection to balance growth with
equity

Establish a robust labour market information system to
support informed decision-making
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of various aspects of the labour market - including informal employment, working

poverty, labour migration, working conditions and the gender wage gap, among

others - would help to identify in detail the decent work deficits that Viet Nam

must prioritize and address.

In light of the global economic crisis and its rapid impact on enterprises and

workers, Viet Nam must develop strong capacity for monitoring potential

economic and climate-related crises which can affect the labour market. This will

require enhanced capacity to conduct surveys and rapid impact assessments and

analyze data trends for informed socio-economic policy making. Ultimately, the

labour market information system should maintain a rich database of

comprehensive labour market information and indicators that can be readily

accessible to policymakers, enterprises, jobseekers, researchers and other

stakeholders engaged in the advancement of decent work in Viet Nam.
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1. Labour and Employment Survey

The Labour and Employment Survey is a national sample survey conducted

by the Ministry of Labour, Invalids and Social Affairs (MOLISA) from 1996 to

2007, with support from the General Statistical Office (GSO) in survey techniques

and data processing. The survey is the official data source for analysis and

assessment of Viet Nam's labour force and the employed and unemployed

populations.

The survey collects information on employment and unemployment in the

national labour market, including in all cities and provinces and key economic

zones. In particular, it covers the unemployment situation in urban areas and

underemployment in rural areas to support the implementation of the

Government of Viet Nam's labour market development policies. The survey

target group is the resident population aged 15 and above.

In 2006 and 2007, the total sample size was 100,680 households in 3,356

locations. Survey locations and households are selected to ensure accurate

representation based on provincial and city characteristics, rural and urban levels

and sex demographics. The survey unit is the household and survey information is

collected through direct interviews with the head of each household who provides

answers regarding each household member.

The survey covers the following key content:

1. Structure of the labour force by age group, sex and geographic area;

2. Employment situation in the labour market (employed, underemployed and

unemployed) by age group, sex and geographic area;

3. Labour movement by age group, sex and geographic area; and

4. Size and share of rural and urban unemployment and underemployment in

the labour force, disaggregated by age group, sex, education level, reason of

unemployment, period of unemployment, and type of unemployment

(including unemployed people who have never been employed and

unemployed people who have held a previous job), among others.

However, the survey does not cover information on income and wages of

the working population.

The 2007 survey was the last year that the survey was conducted by

MOLISA as the responsibility for Viet Nam's labour force surveys has shifted

from MOLISA to the GSO. The GSO did not conduct a labour force survey in

2008 and the results of the labour force survey in 2009 had not been released at the

time of this publication.

Annex I
Background note on key data sources utilized in the report
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2. Viet Nam Household Living Standards Survey (VHLSS)

The Viet Nam Household Living Standards Survey (VHLSS) is a

household-based, sample survey conducted by the GSO every two years and

generates a dataset that is published officially by the GSO. The survey aims at

collecting information on households and communes and wards for monitoring

and evaluation and designing policies, plans and national programmes on the living

standards of residents all over the country and in each region, including data on the

poverty situation and inequality. In addition, the VHLSS also collects information

for research and analysis on health care, education, employment, while providing

data for the calculation of consumer price index weights and national accounts.

The survey is conducted nationwide with the following sampling features:

The 2002 survey included an income and expenditure module covering a

sample of 30 thousand households. This sample was divided into four

smaller ones, with 7,500 households per each, and the survey was

conducted in the first month of each quarter in 2002. The sample of 30

thousand households provided estimations at the national and regional

levels.

The 2006 sample covered 45,945 households, of which 36,756 households

were interviewed based on the income module while 9,189 households were

interviewed based on the income and expenditure module. As in 2004, the

2006 survey was conducted in 3,063 wards/communes, representing the

entire country and provides data disaggregation at the rural-urban,

provincial and city levels.

The VHLSS covers the following key content:

1 Demographic information of the household members including age, sex,

ethnic group and marital status;

2 Household income, including income levels, income classified by source

(wages, salary and subsistence agriculture, among others) and income

classified by regions and economic sectors;

3 Household expenditure, including expense levels, expenses classified by

purpose and expenditure items (for example, expenses on eating, clothing,

living, transport, education and health, among others);

4 Education level of each household member;

5 Type of healthcare access classified by out-patient and in-patient treatment;

6 Employment and working time;

7 Housing and furniture including fixed assets, electricity and water

consumption; and

.

.

.

.

.

.

.

The 2004 survey covered 45,900 households, of which 36,720 households

were interviewed based on the income module while 9,180 households

were interviewed based on the income and expenditure module. The survey

was conducted in 3,063 wards/communes, representing the entire country

and provides data disaggregation at the rural-urban, provincial and city

levels.
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8 Participation in poverty alleviation programmes.

In addition, information at the commune and ward level includes the

general situation of household members and ethnic groups; infrastructure

including access to electricity, roads, schools, markets, post offices and water

sources; economic conditions including agricultural production and factors which

can increase crop production; agricultural support such as irrigation; non-

agricultural employment opportunities; and some basic information about social

security.

The report also uses data from the Viet Nam Enterprise Survey from 2000

to 2007, which is conducted by the GSO. The survey covers only enterprises in the

formal sector and the sample size had grown steadily each year, from 42,288 in

2000 to 72,012 in 2003 to 155,771 in 2007.

The survey provides rather sufficient information on wages, employment

and production output of enterprises. Wages are reflected in the total wage fund

and the labour cost of the enterprise. The average wage for a worker is calculated

by dividing the total wage fund by the total number of workers. The survey data

enables analysis by group of enterprise disaggregated by sector, type of ownership

and size. However, one of the most important indicators, the share of skilled

workers in each enterprise, cannot be calculated.

.

3. Viet Nam Enterprise Survey
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Process, results and shortcomings of the piloted sector-based
collective bargaining process in the textile and garment industry

Step 1: Proposing a collective agreement

Step 2: Choosing sector representatives for negotiating

Step 3: Developing the collective agreement framework

Due to the lack of a legal document as well as the limited capacity of parties

in the industry to develop the sector-based collective agreement, the Ministry of

Labour, Invalids and Social Affairs (MOLISA) established a task force on piloting

the negotiation and signing of a collective labour agreement in the textile and

garment industry. The task force is in charge of steering and supporting the parties.

It includes 20 members who are representatives of relevant ministries and

agencies, such as the Labour-Wage Department within MOLISA, which is a

governmental administrative agency for industrial relations; the Viet Nam

Chamber of Commerce and Industry (VCCI), an employers' organization; the Viet

Nam General Confederation of Labour (VGCL), a workers' organization; the

Textile and Garment Association, a sector-based employers' organization; the

Textile and Garment Trade Union, a sector-based workers' organization; the

Textile and Garment Corporation; the Industry and Trade Labour Union; the

Department for Legislation within the Ministry of Trade and Industry; and the

Hanoi Department of Labour, Invalids and Social Affairs (DOLISA).

No agency meets the requirements to be a representative for the sector

negotiation. However, for the pilot implementation, the Textile and Garment

Association was chosen to represent employers and the Textile and Garment Trade

Union was designated as the representative of workers.

The Textile and Garment Association and the Textile and Garment Trade

Union, supported by the task force, developed a draft framework for collective

bargaining. The draft includes 20 provisions on employment and employment

security; working and rest hours; wages, bonus and wage allowance; labour norms;

workplace safety and social insurance for workers. Based on the agreed framework,

consultation workshops were organized for feedback from international and

domestic experts on industrial relations and from international organizations.

These consultations involved the International Labour Organization (ILO) and

representatives from the executive board of grass-roots trade unions and

employers from over 100 textile and garment enterprises in the North and South

and gathering experience based on implementation of international conventions

1. Process and results of the piloted sector-based collective
bargaining process

Annex II
Sector-based collective bargaining
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and successful sector-based collective agreements of other countries. A number of

comments were raised in the workshops and were taken into consideration by the

Textile and Garment Association and the Textile and Garment Trade Union. The

content of the collective bargaining on wages, wage allowance, bonus and other

agreements on industrial relations were discussed and agreed upon before being

circulated for comments.

The Textile and Garment Trade Union sought the opinions of grass-roots

trade unions regarding the draft agreement while the Textile and Garment

Association asked its member employers for their feedback.

The procedure of consultation by the Textile and Garment Trade Union on

the draft agreement included the following:

Organized workshops in the North and the South with the chairperson of

each trade union to disseminate the draft framework and discuss its merits.

Sent the draft framework to the executive board of the grass-roots trade

unions to ask for members' opinions, which were relayed to the Textile and

Garment Trade Union. The consultations in the grass-roots trade union

were made to resemble the consultation process for collective bargaining at

the enterprise level.

After consulting the grass-roots trade unions, the Textile and Garment

Trade Union synthesized the comments and prepared for negotiations with

the Textile and Garment Association.

Similarly, the procedure of consultation of the Textile and Garment

Association on the draft agreement involved the following steps:

Sent the draft framework to all owners of member enterprises for

consultation. Comments were sent back to the Textile and Garment

Association.

Organized workshops in the North and the South with the chairperson of

the 12 branches of the Textile and Garment Association (12 owners of big

enterprises) and other enterprise owners (including foreign-invested

enterprises) to discuss and gather opinions.

After receiving opinions from enterprise owners and from the workshops,

the Textile and Garment Association synthesized the comments and

prepared to negotiate with the Textile and Garment Trade Union.

After consulting parties on the draft framework to ensure the collective

bargaining was in accordance with the law, the Textile and Garment Association

and the Textile and Garment Trade Union organized a meeting for negotiations.

Through the negotiation process, both parties agreed on a number of provisions.

However, there were also many conflicting opinions.

The two parties continued revising the draft and repeated the consultation

steps. By June 2009, the last round of consultation was conducted. An agreement

Step 4: Consulting parties on the textile and garment collective bargaining framework

Step 5: Conducting the first round of negotiations

Step 6: Revising the draft for further negotiation
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was expected to be reached and signed in the fourth quarter of 2009 and go into

effect in early 2010.

Where 50 per cent of the workers agreed with the collective bargaining

terms, the executive board of the grass-roots trade unions would inform the

Textile and Garment Trade Union in writing, authorizing it to sign the agreement.

At the same time, the employers, if in agreement with the draft, also would send a

letter to the Textile and Garment Association, giving authorization to sign the

agreement. Once an enterprise has performed that step, it is considered as

participating in the sector-based collective bargaining process.

A preliminary assessment of the sector-based collective bargaining process

indicates that most of the provisions raised for comments were welcomed by both

the workers and trade unions. However, the process requires further

improvements because the trade unions do not really believe in the success of this

collective bargaining mechanism.

According to the law, regulations on collective bargaining at the enterprise

level also apply to collective bargaining practices at the industry level. However,

there are no specific instructions on building a sector-based collective agreement,

which caused some difficulties.

For example, there were difficulties in selecting representative organizations

to participate in the collective bargaining process because none of the existing ones

are fully representative of the tripartite partners. Other difficulties related to the

following:

However,

during the pilot implementation, the willingness of parties was weak. They

mainly followed the “instructions” rather than appearing truly motivated to

participate.

. It was evident through the

consultation steps that the role in decision making of representative parties

is weak. They only play an intermediary role in negotiation instead of

actively seeking an outcome from the negotiation. Their capacity to

mobilize subordinate representatives is weak. This indicates that the sector-

based collective agreement process could be enhanced if more power was

given to each party.

Although their capacity and

position were better than those of the grass-roots trade unions, the

industry-level trade union failed to provide persuasive explanations and

interpretations during the negotiation process and the consultation

workshops. In particular, they did not successfully execute the function of

protecting workers and even sometimes exposed their lack of

understanding of the law on such specific issues as salary scales. Despite the

fact that the trade union is the representative of workers, sometimes the

trade union officials expressed views that favoured the employers. At the

same time, the officials of the employers' association were limited in their

knowledge of enterprise management and in their negotiation skills.

Willingness is a key determinant of the success of collective agreement.

Authority and roles of representative parties

Limited capacity and skills of the representative parties.

2. Shortcomings in implementing the piloted collective
bargaining process
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