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Research Problem
How can the Government of Vietham (GoV) and other in-
terested parties strengthen the position-based elements of
Vietnam’s largely career-based civil service (CS)? A career-
based system is a closed system, where senior and mid-
level positions are filled by promoting lower-ranked civil ser-
vants. A position-based system, on the other hand, is one
in which the best-suited candidate is chosen for a specific
position based on the candidate’s experience and training
relevant to the position’s responsibilities. The Viethamese
system currently embodies elements of a mainly career-
based system. This study explores avenues for strength-
ening the elements of a position-based system within the
Vietnamese CS.

Methodology

Field work for this study consisted primarily of interviews
with Vietnamese officials, representatives of donor agen-
cies, former and current CS employees, members of civil
society, Vietnamese scholars and other public and private
sector employees with specific expertise in the field of civil
service reform (CSR). Secondary sources of quantitative
data were also used, including documents and data shared
by the Viethamese government, international organizations
and development partners (DPs).

Recruitment

Research Findings

* Recruitment in the Vietnamese CS is
predominantly career-based.

* There is a lack of transparency in recruitment
procedures, and a lack of proper training of
interviewers.

* Higher-level positions are filled almost exclusively
from within the CS or the party. Selection criteria at
these levels are largely political.

* Rapid economic growth and market reforms have
contributed to a “brain-drain” from the CS to the
private sector.

Recommendations
* Attract high quality candidates
* Develop programs that reinforce the
perception of the CS as an elite work
force.

Executive Summary

Improve outreach using multiple channels
of information such as mobile phones,
radio, newspapers, the Internet, and
additional media.
* Increase transparency
*  All recruitment information should be
open to the public, in particular the criteria
for evaluating candidates and the results
of the process.
* Improve the quality of the interviewing
process.
¢ Carry out job analyses and create job descriptions
¢ Develop job descriptions in a bottom-up
and descriptive, rather than normative,
manner.
¢ Improve training and retraining methods
¢ Better training improves retention by
increasing employee motivation and job
satisfaction, and creating a more positive
work environment.
¢ Continue experimenting with lateral recruitment at
senior and middle levels.

Challenges

* Addressing human resource constraints and
developing human resources to a professional
level.

¢ Instituting reforms that will allow the civil service to
compete for talent with private sector.

* Overcoming bureaucratic retrenchment and
political resistance.

Performance Management (PM)

Research Findings
* Three-tiered assessments of all civil servants are
conducted regularly.
* Self-assessment
* Peerreview
¢ Evaluation by immediate superior
¢ Self-evaluations risk leading to an inaccurate
representation of actual job content and individual
achievements.
¢ Peer reviews do not function well in an
administrative culture that values consensus more
highly than voice.
¢ Formal appraisal criteria focus on character traits
and compliance with general principles rather than
job-specific targets.

Implementation of Civil Service Legislation in Vietnam
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The need to avoid failing to comply with one’s
duties is emphasized rather than achieving or
exceeding individual targets that are clearly linked
to the broader goals of the work unit or agency.

Recommendations

Delegate more performance management
responsibility to the level of the agencies.
Strengthen the link between employees and
specific positions by using job descriptions as a
baseline for PM.

Strengthen communication and accountability
between employees and their immediate superiors
at all levels of the organization by means of
participatory negotiated ‘development contracts.’
Strengthen the links between individual, group and
organizational performance.

Transform the self-assessment and peer review
mechanisms into tools to monitor individual and
group performance.

Streamline responses to poor performance.
Complement inspectorate visits with mechanisms
that provide more positive incentives for good
performance.

Challenges

Developing relevant indicators of organizational,
group and individual performance that are
meaningful, flexible and inexpensive.

Addressing goal displacement and use of gaming
strategies that undermine agency objectives.
Managing expectations about a feasible pace of
behavioral and cultural changes.

Designing tools and procedures that are
appropriate and realistic in the context of the
Vietnamese bureaucratic culture.

Compensation/Incentives

Research Findings

The salary scale for civil servants is such that a
civil servant will receive a salary equivalent to the
minimum wage for an ordinary worker/laborer,
multiplied by a coefficient corresponding to his or
her job categorization and scale.

Mechanisms for promotion or performance-based
pay increases are generally not transparent and
not standardized.

The current salary system emphasizes equality
of income, at the expense of salary differentiation
between grades.
Gaps in living standards and expenditures
between the public and private sectors are much
narrower than gaps in earnings, with the following
observations:
¢ Living standards and expenditures in the
private and public sector are comparable.
* Many civil servants supplement their
public sector income with other sources of
income.

Recommendations

Conduct a study on possible wage scale
decompression via coefficient adjustment to

provide more incentives to stay in the CS and to

work towards promotion.

Continue efforts towards a sustainable and

practicable increase in wages that is sufficient

to meet the cost of living, balanced with other
measures such as fully implementing rightsizing iii
initiatives started in the past. —
Enhance the quality of the work environment.

Establish mentoring programs to facilitate

adjustment for new employees and build an esprit

de corps.

Promote public service motivation by emphasizing
honor, prestige and other non-financial incentives.
Establish group incentives tied to individual
performance.

Challenges

Carrying out wage reform taking into consideration
the escalating share of the government wage bill
in total government expenditure.

Managing spillover effects of large increases

in public sector wages on private sector wages
contribute to a steady rise in inflation.
Recognizing the difficulty of carrying out wage
decompression is difficult in a society based firmly
on egalitarian principles.

Overcoming significant opposition to rightsizing
that may is to be expected from civil servants and
cadres.

Overcoming opposition from vested interests who
may have benefited from unorthodox or illegal
methods of obtaining extra income in the past.
Addressing and correcting misperceptions of the
wage gap between the private and public.

2008-09
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* Quantifying employee productivity vis-a-vis wages.
* Sorting out the legitimate sources of revenue
for government agencies in the process of
implementing structured compensation/incentive
mechanisms.

Rationale for Change

The importance of civil service reform in Vietnam cannot be
underoverstated. Not only is it an end desirable in itself, it
also has positive externalities with regard to other objectives
of the GoV, particularly the fight against corruption within
the CS, economic reforms with the aim of improving
Vietnam’s competitive position, and enhancing its political
stability based on increased citizen satisfaction. The above
recommendations aim to support the public administration
reform (PAR) program of the GoV by strengthening the
position-based orientation of the Viethamese CS, thus
facilitating the transition to more efficient and effective
public sector organizations. It is hoped that these findings
and recommendations will be useful to Vietnam’s authorities
as they prepare decrees detailing the implementation of the
Law on Public Officials and Civil Servants.

Conclusion

In implementing these recommendations, it is essential to
obtain civil servant support at each stage. This is important if
reforms are to be both successful and sustainable. Baseline
data should also be collected to monitor both the progress
of reforms and to measure whether they are achieving
desired outcomes. This will help both in refining civil service
reform policy and gaining political support for reforms with
measurable positive effects. Finally, we suggest further
research in the country be conducted in cooperation with
NAPA and other relevant partners in the following areas
to supplement the general body of research on CSR in
Vietnam:

* Assessments of position-based elements already
functioning in the Vietnam CS

* The historical and cultural context in which CSR is
to occur, what effects it will have and how to adapt
policy accordingly.

* Quantitative comparison and analysis of productivity
within the public sector.

* Right-sizing in different sectors of the civil service.

* Transitions from (features of) career-based to
position-based civil services carried out in other
countries

Implementation of Civil Service Legislation in Vietnam
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Introduction

The objective of this report is to provide analysis and rec-
ommendations on the strengthening of position-based ele-
ments in Vietnam’s mainly career-based CS. This is a key
objective identified in the Law on Public Officials and Civil
Servants recently approved on November 13, 2008 by the
National Assembly (NA) of Vietham. The new law is the lat-
est step in Vietham’s broader effort to reform its public ad-
ministration, which has been an integral part of the policy of
Doi Moi, a “policy of renovation” started in 1986 with the aim
of transitioning from a centrally planned to a socialist-orient-
ed market economy (lves, 2000). Strengthening elements
of a position-based system continues these reforms and is
likely to help strengthen the merit principle in Vietham’s CS.
It is important at the very outset, however, to frame the de-
bate between career-based and position-based systems in
order to determine their respective orientations and implica-
tions for Vietham’s CS.

This report provides a broad reform template in three key
areas — recruitment, performance management, and com-
pensation/incentives — that can play a guiding role as the
GoV commences the formulation of the Law’s implementa-
tion decrees. Many of the findings and recommendations
considered here deserve in-depth further study, and the fol-
lowing sections are intended to serve as a platform for fur-
ther discussion and debate among those seriously engaged
in Vietnamese civil service reform (CSR). In interpreting this
report, one must also keep in mind the cultural backdrop
and distinctive context of Vietnam. This is important not only
with respect to specific recommendations, but also when
thinking about CSR from a wider perspective.

The following section frames the debate between career-
based and position-based systems in order to determine
their respective orientations and implications for Vietham’s
CS.

Career-based vs. Position-based Systems

Merit-based civil services can be broken down into two
types: career-based and position-based. Both systems have
advantages and disadvantages that stem primarily from the
different recruitment procedures, performance management
systems, and incentives each system uses. The World Bank
(2008) describes the career-based system as a closed sys-
tem, where senior and mid-level positions are filled by pro-
moting lower-ranked civil servants. A position-based system,
on the other hand, is one in which the best-suited candidate
is chosen based on the candidate’s experience and training
relevant to the position’s responsibilities. This is done irre-

spective of whether that training or experience was acquired
inside or outside the CS, often leading to the recruitment of
external candidates into senior and mid-level positions.

A report by Analytica (2008) on introducing career-based
systems asserts that career-based CS systems (such as
Vietnam’s) typically centralize recruitment for positions
throughout the government in one agency. They use explicit
and formal criteria, such as requiring applicants to pass an
entrance exam. Successful applicants join as entry-level
civil servants in virtually any department or agency. In the
purely career-based system, prior work experience acquired
outside the public sector does not receive consideration
when determining what position the new recruit will occupy.

Position-based systems, on the other hand, ideally look to
fill positions with the most qualified candidate without regard
to whether the applicant has worked in other public sector
positions. A report by the Organisation for Economic Coop-
eration and Development (OECD) on reforming senior civil
service systems notes that in the position-based CS sys-
tem, recruitment is typically decentralized, conducted by the
agency offering the opening (OECD, 2003). Specialist skills
are more highly valued, with relevant work experience given
a high premium. External candidates are not restricted to
entry-level positions but can apply for senior and mid-level
positions as well. This enhances the government’s flexibility
in filling CS positions by greatly increasing the size of the
applicant pool. These different features of career- and posi-
tion-based civil services are echoed in the OECD’s, “Mod-
ernizing Government” (2005).

A presentation by the OECD and the European Union (EU)
on human resource management in Western Balkans’ civil
services (2006) notes that an important limitation of posi-
tion-based systems is that it can be hard to attract qualified
applicants for specialized positions due to lack of experts in
the market, low retention rates for the newcomers who may
consider the CS as a training ground for other positions,
and difficulty in preserving institutional memory. At the same
time, extensive external recruitment can demoralize those
already in the CS if the external recruits immediately move
into management-level positions. One way of mitigating this
may be to give preference to internal candidates in case ex-
ternal and internal candidates are considered equally suit-
able for a given position. It may also be difficult to gauge
whether a person’s private sector skills will be relevant or
effective to the same degree in the public sector, where
there may be different operating guidelines or bureaucratic
culture.

2008-09
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Rexed (2007) analyzes the pros and cons of each system
and notes that in practice, no country uses an entirely career-
based or position-based CS but rather uses elements of
both depending on the specific needs of the country at a
given time and what is politically feasible. Civil services are
therefore more appropriately conceptualized as existing on
a continuum, with purely career-based or position-based
systems occupying the (rarely practiced) extremes.

Countries such as France, Greece, Japan, Korea, and
Spain have strong elements of career-based systems,
while position-based systems have been more prevalent in
countries actively engaged in CSR, such as Finland, New
Zealand, Sweden, the United Kingdom, and Switzerland.
Lately, the career-based systems that many countries had
inherited from their former colonizers are on the decline
in the developing world because such systems are now
seen as less capable of delivering specialized skills and
flexibility than position-based systems (OECD, 2005). Thus,
while it is not desirable at this stage for Vietham to adopt
a purely position-based system, strengthening the position-
based elements of its largely career-based system holds

— considerable potential for enhancing the positive effects of

Doi Moi and the GoV’s other reform objectives.

Although the above-mentioned literature describes the
various elements of each system in great detail and suggests
which system may be more appropriate in different contexts,
there is little agreement on how those systems (or elements
of such systems) might be effectively strengthened in order
to promote efficiency and effectiveness in a CS system. The
method for transitioning from one system to another has
also not received much attention in the literature. This study
will address such concerns and thus aims to help fill these

gaps.

Strengthening elements of a position-based CS will involve
exploring the possibilities of further developing existing
recruitment procedures, performance management, and
compensation/incentives mechanisms. It is hoped that
successful reform in these areas will help to strengthen
the merit principle in Vietnam’s CS as well as make it
more flexible and effective in service delivery. Following an
explanation of the methodology of this study, each of these
areas will be discussed in further detail below.

Implementation of Civil Service Legislation in Vietnam 2008-09



Discussion of Methodology

Qualitative data sources

Field work for this study consisted primarily of interviews with
Vietnamese officials, representatives of donor agencies,
former and current CS employees, members of civil society,
Vietnamese scholars and other public and private sector
employees with specific expertise in the field of CSR (see
Appendix 2 for the list of interviewees). This paper also
builds on suggestions from peer reviewers on an earlier draft,
including comments received during a videoconference with
a delegation at NAPA led by Professor Nguyén Trong Diéu.

The questions in the interviews focused on both general
aspects and particular aspects such as recruitment for
central government, performance management, and
compensation and incentives in the CS. The questions were
based on a career-based vs. position-based framework (see
Appendix 3 for a comprehensive set of interview questions).

In order to develop a better understanding of how the system
is currently structured, questions were asked aiming to
obtain a clear baseline view of the above-mentioned issues.
Furthermore, there were questions inviting respondents
to share their personal opinion on how the current system
could be improved.

In addition, the interviews explored whether the transition
to a partially position-based system was viable in terms of
Vietnam’s current political and economic context, as well as
the level of public support such reforms would likely enjoy.

Other discussion topics included:

* The scope of proposed CSR legislation and
implementation

*  Priorities of GoV regarding CSR

* Cultural and historical considerations that might
influence CSR implementation

* Key challenges regarding CSR implementation,
especially with regard to introducing elements of a
position-based CS

* Potential solutions for overcoming implementation
challenges

Quantitative data sources

¢ Government data and documents

* HRrecords and documents provided by the
Ministry of Home Affairs (MOHA)

¢ Data provided by international organizations or
DPs

During the visit, the team obtained data on remuneration
in the public and private sector (from the WB and MOHA)
in order to be able to make comparisons between civil
servants and private sector workers in Vietnam, as well as
between Vietnamese civil servants and those in comparator
countries (such as China, Thailand, and the Philippines).
The team did not find previous surveys on the attractiveness
of the public sector in Vietnam and incentives for joining and
remaining in the Vietnamese public sector but gathered
anecdotal information on these subjects during interviews.
With respect to salaries, the team also obtained information
about entry-level salaries in the Viethamese CS and salary
progression over time from MOHA (see Appendix 4).

Data included both printed materials and Internet resources
(IMF, UNDP, WB, ADB). The team requested official statistics
on these topics from government officials, and any relevant
studies and recent data from the DPs.

The researchers also analyzed the differences in wage and
non-wage incentives between the public and private sectors
for various positions. Comparisons were made between
Vietnamese data and data available for the public sector in
selected countries with similar characteristics.

The following sections review existing literature on the
three principle areas of focus — recruitment, performance
management, and compensation/incentives — and lay out
the research findings and recommendations within each
area.

2008-09
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Recruitment

Many scholars have written about the recruitment and se-
lection process in CS systems from historical and com-
parative perspectives, including Brian Levy, Nghiem Dang,
Dennis Dresang, and Salvatore Schiavo-Campo and Hazel
McFerson. Levy (2007) identifies a widely held consensus
that effective public administration should include a recruit-
ment system underpinned by the principle of meritocracy. In
order to attract and retain competent staff, pay and benefits
must be competitive (see section on Compensation/Incen-
tives), i.e. salary in the government must be comparable to
the salary in the private sector. However, ‘comparable’ does
not mean equal. In some cases, salaries in the government
could be higher, particularly for those with technical skills
that are also in high demand in the private sector. In other
cases, salaries could be lower, with the stability and pres-
tige typical of government positions compensating for lower
remuneration. According to Schiavo-Campo and McFerson
(2008, p. 184), “in international practice, the ‘discount’ on
government work averages between 10 and 30 percent.”

In terms of measuring competitiveness in recruitment and
selection, Levy (2007) proposes three measures: the per-
centage of CS vacancies filled through advertised and com-
petitive procedures, a comparison of the average wages in
the public and private sectors, and the public sector’s ability
to attract qualified staff. To analyze this, Levy recommends
observing the average number of qualified (long-listed) can-
didates per advertised CS opening.

Schiavo-Campo and McFerson (2008) also assert that re-
cruitment should be based on the principles of nondiscrimi-
nation and merit. They consider that the recruitment process
should follow these steps: (1) identify the post to be filled,
(2) draft job descriptions and specifications (terms of refer-
ence), (3) publicize vacancies, (4) assess candidates and
select the most suitable one. Some countries use examina-
tions for civil servant recruitment, but these are unusual for
recruiting more senior-level officials. Instead, senior-level
officials are often recruited on the basis of years of relevant
experience, interviews, references, and other qualifications.
Finally, Schiavo-Campo and McFerson (2008, p. 203) rec-
ommend, “open competition based on clear criteria and
transparent procedure” as the best way to recruit the best
candidates.

A report from a recent workshop at Princeton University
on international experiences with civil service reform (Pro-
ceedings, 2007) provides a good review of successful and
unsuccessful international experiences in recruitment for

the CS in developing countries. In comparing the “feeder
institute” approach (e.g. France), the creation of Senior Ex-
ecutive Services (e.g. Argentina), and market competition
for senior CS positions, the report concludes, “talent for the
public service should be recruited from all sources, not just
elite institutions. Insofar as possible compensation and re-
sponsibilities should be competitive with those in the private
sector” (p. 74). Additionally, the report gives good examples
of creative ways to attract highly qualified professionals to
the CS, as Singapore has done with a scholarship program.

In the Vietnamese context, Nguyen (2008) states that in
the transition from the pre-Doi Moi CS to a modern one,
a main defect was the formalistic recruitment of public ser-
vants, which was tied to allocated staff quotas and focused
heavily on diplomas and certificates— a tendency that only
increased when the Doi Moi principles gained traction. This
one-sided focus on formal certification led to a homogeniza-
tion of the CS corps and poor performance. Other key crite-
ria for selection included loyalty, ideology, and the ability to
interpret the views of the leadership. Nguyen also considers
the Vietnamese CS overly bureaucratic, rigid, relatively inef-
ficient, and unresponsive to the emerging market economy.

According to the United Nations (2004), the recruitment of
civil servants in Vietham has been gradually reformed in
line with procedures and routines first introduced in the CS
systems of many industrialized nations. Recruitment proce-
dures in the Viethnamese CS are now based on compulsory
recruitment examinations. Most new civil servants have
been recruited by the entry-examination method.

Gainsborough (2006) finds that even though CS appoint-
ments are in theory merit-based, “the majority of senior ap-
pointments are political appointments, and for lower-level
appointments nepotism and the buying of positions are
common” (p. 22). The “brain drain” to the private sector is
making it increasingly difficult to attract the best students
into the public sector and has a strong impact on the quality
of the candidate pool for entry-level CS positions. One of
the core elements of the ongoing Public Administration Re-
form (PAR) program in Vietnam is improving CS recruitment
and performance through a focus on integrity, transparency,
and good governance. In that sense, the GoV has started
increasing civil servants’ salaries, although, according to
Gainsborough, they are still low.

Despite a reasonably large body of literature on recruitment
in Vietham, certain key areas of this issue have remained

Implementation of Civil Service Legislation in Vietnam

2008-09



under-studied. Chief among these are efforts to arrive at
explanations of the causes of corruption in recruitment, as
well as suggestions for how to tackle it. On the issue of the
introduction of position-based elements in Vietnam’s public
sector recruitment, no prior works were found. There is also
a lack of research focusing on public opinion about recruit-
ment in the public sector.

In moving to a more position-based system, the GoV will
need to review its current recruitment criteria, which em-
phasize general qualifications and examination grades
over more specialized knowledge and experience directly
relevant for a given position. As in many other parts of the
world, competition between the private and public sectors
for human resources has intensified in recent years, with
the former becoming increasingly attractive to recent gradu-
ates and young civil servants. The GoV may therefore need
to consider how it can remain a competitive recruiter in an
environment in which a dynamic private sector increasingly
competes with the public sector for Vietham’s top talent, par-
ticularly for technical skills in high demand such as informa-
tion and communication technology, auditing, financial anal-
ysis, macroeconomic forecasting, and risk management.

Research Findings

Entry-level recruitment

Recruitment in the Viethamese CS is predominantly career-
based. At entry level, where almost all civil servants begin
their careers, the recruitment process consists of a general
examination as well as personal interviews. MOHA retains
broad authority in this area. It determines a number of formal
recruitment criteria, including age-related and educational
requirements, and publishes detailed guidelines for how line
ministries are to organize ministry-specific general examina-
tions. Individual ministries may add specific requirements.
The findings from the interviews suggest that in addition to
these formal requirements, a number of informal criteria, in-
cluding personal relationships, political affiliation, and policy
preferences, play a varying role in recruitment decisions.

The nature of the Viethamese CS system has a strong bear-
ing on the content of its entrance examinations. These be-
lie a relatively rigid conception of the intellectual qualities
expected of a civil servant. For instance, in the Ministry of
Foreign Affairs (MOFA), there are two rounds of examina-
tions in the recruitment process for the CS. During the first
round the candidate is required to submit a paper on a policy

topic. The second round consists of an interview and an oral
exam. To prepare for the second round, applicants are given
a list of major issues that they may be asked about in the
exam. This examination has been criticized as placing ex-
cessive emphasis on academic knowledge, and neglecting
the practical skills essential to conducting diplomacy. Similar
criticisms have been made of examinations in other agen-
cies. Concern has also been expressed about the lack of
professionalism in recruitment. Several of those interviewed
stated that, in agencies that conduct interviews, interviewers
are generally untrained in personnel recruitment and inter-
viewing methods.

There appears to be a growing consensus that entrance
procedures are geared to producing a highly educated but
inadequately skilled CS. This in turn contributes to a con-
solidation of the career-based nature of the system, which
tends to prize seniority and educational qualifications above
professional expertise and practical skills. This is accentu-
ated by the relatively opaque nature of the recruitment pro-
cess, with the content of examinations, evaluation criteria
and results not being openly communicated to the public.
Given this information asymmetry, it is no surprise that good
candidacy is defined mainly in academic terms, since aca-
demic qualifications provide the clearest signal of compe-
tence in a CS labor market where recruitment processes
are not transparent and job descriptions poorly articulated
or non-existent.

Recruitment into higher-level positions

While recruitment into entry-level positions is open to every-
one who meets the formal application criteria, higher-level
positions are filled almost exclusively from within the CS,
with approval of all significant appointments by the Central
Party Organizing Committee. However, there are a few in-
stances of external lateral recruitment in some specialized
agencies, such as the Vietnamese News Agency (VNA).
There have also been a handful of pilot projects in which
innovative recruitment practices have been attempted. For
instance, the Ministry of Education recently experimented
with opening the position of one of its Vice Ministers up
to internal as well as external candidates. However, as of
October 2008, the process was still ongoing, with reports
that few outside applicants met the political criteria implicit
in the hiring committee’s evaluation. The pilot program had
most recently shifted focus to recruiting more female candi-
dates for the position. Similarly, another pilot program was
recently implemented for the external recruitment of chief
executive officers (CEOs) of a number of state-owned enter-
prises (SEOs) in Ho Chi Minh City. This process met similar
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obstacles and was likewise in limbo as of October 2008.
Political issues aside, Vietham’s experimentations in open
recruitment for senior-level positions seem to go against
common practice in other countries (like the United States
or China), where senior civil servants are more often politi-
cally appointed than at lower levels. Some contend, howev-
er, that in the Vietnamese context it is necessary to conduct
these pilots at the senior level, as external recruitment for
lower-level positions would not draw a sufficient number of
qualified applicants.

Despite these challenges, the GoV continues its efforts to
better articulate the merit principle in the recruitment of its
civil servants, particularly through the Law on Public Of-
ficials and Civil Servants. In addition to merit, the govern-
ment has tried to promote diversity in its CS, in particular
with regard to gender. This has come about in large part
due to measures in the labor law that promote affirmative
action and address gender issues. Members of the donor
community, while praising the GoV’s success in its affirma-
tive action initiatives, note that progress towards an explicit
articulation of the merit principle in recruitment (and promo-
tion) has been slow and minimal.

Retention

Rapid economic growth and market reforms have contribut-
ed to a “brain-drain” from the CS to the private sector. Those
leaving the public sector tend to be young (between ages 30
and 50), highly qualified, and well educated. Media reports
suggest that over the last five years roughly 16,000 career
civil servants have left for the private sector, including sev-

eral holding high-level managerial positions (Vietham News
Agency, 2008). There is an ongoing debate over the rea-
sons behind this brain drain. One school of thought argues
that civil servant salaries are insufficient to support the stan-
dard of living expected by civil servants (further discussion is
provided in the Compensation/Incentives section). Several
interviewees reported that recent high inflation levels have
aggravated this problem. Others argue that a more common
cause of retention problems is the fact that civil servants are
often discouraged by a poor working environment, feeling
unable to effectively serve the public given the constraints
of the Viethamese bureaucratic culture. This leads to low
job satisfaction and eventual transition to the private sector.
That retention levels are not lower in the face of these chal-
lenges is due to job security and the social prestige of being
a civil servant, according to many interviewees.

Table 1 shows that the number of civil servants employed
in central government in Vietnam in the early 1990s was is
higher than in China (often considered a comparator coun-
try) and the wage bill in Vietnam (as a percentage of GDP)
was is lower than that in comparator countries. This is an
indication of the extent to which Viethamese civil servants’
individual wages were at that time are depressed by the col-
lective weight of their colleagues’ wages in a system that
clearly employs far more personnel than required.

1 More recent date from MOHA, however, suggests that the percentage of civilian employ-
ment is down to 1.8% from the figure of 3.2% of the early 1990s.

Table |: Employment and Wages in Vietnam and other countries, early 1990s

Country Employment, million Total Civilian Wages
Government Administration Social Sectors Employment [57°6f [ Multiple
GDP of PC
Central Non-Central Education | Health | No. % of GDP
Government Government pop.
Thailand 1.2 0.9 0.6 0.1 2.8 5% 5.2 4.2
China 0.1 1.6 0.9 0.2 28 | 0.20% | 3.8 1.3
Philippines 1 0.4 0.7 0.1 2.1 3% 5.5 2.3
Viet Nam 0.4 1.3 1.1 0.4 3.2 4% 3 1.1
Indonesia 0.7 0.3 1 0.1 2.1 1% 3 1.6
Egypt 1.8 2.7 0.9 0.7 6.2 10% 8.4 4.7

Sources: Schiavo-Campo and Sundaram, 200 |:Appendices 1, 3.

Implementation of Civil Service Legislation in Vietnam

2008-09



Recommendations

I. Attract high-quality candidates

Attracting high quality candidates for CS positions is a diffi-
cult task for Vietham as it is in several countries. We suggest
two programs in particular for increasing the pool of qualified
entry-level applicants. The first is development of programs
by MOHA and supported by the individual government agen-
cies that reinforce the perception of the CS as elite.?2 Recruit-
ing with a focus on talented students, through competitive
and prestigious scholarship programs for instance, may be
one way of doing this. The second is to increase the num-
ber of qualified candidates seeking positions in the CS by
improving outreach. This should involve advertising for CS
vacancies using multiple channels of information such as
mobile phones (Wright, 2008), radio, newspapers, Internet,
and additional media as necessary.® This may make the re-
cruitment process more accessible to the common aspirant
and promote a sense of fairness at the initial stage where
everyone is equally informed of opportunities in the CS.

2. Increase transparency and improve the process

Increasing transparency will improve perceptions of the CS
and help to attract more qualified people to the public sector.
MOHA should work to make recruitment information more
available to the public, in particular the criteria for evaluating
candidates and the results of the process.

To improve the overall process it is also important to improve
the quality of the interviewing process. For instance, it has
been suggested that interviewers are not sufficiently trained
in interviewing techniques to make effective use of this tool.
Greater use of more scientific and structured interviews as
well as additional training in interview methodology and
measuring outcomes may help in this regard.

3. Carry out job analyses and create job descriptions

The lack of job descriptions in the public sector is a major
obstacle to strengthening elements of a position-based sys-
tem. Therefore, initiating a process of identifying individual
responsibilities of each position is essential. Past efforts at
creating job descriptions have taken their cue from what civil

2 Although continuing with the centralization of recruitment in MOHA might lean more
towards a career-based system, decentralizing recruitment would likely detract from the objec-
tive of reinforcing the perception of the CS as elite. A centralized recruitment mechanism not
only creates a level playing field of sorts, it also reinforces the notion of the CS being a verti-
cally integrated cadre of carefully recruited individuals engaged in public service.

3 Mobile phones have become increasingly popular in emerging market countries (such as
Indonesia) in relaying information, usually available via Internet, to the general population.

servants should be doing instead of what they are doing. As
a result most descriptions end up being unrealistic and inap-
plicable by public sector managers who cannot hold their
subordinates accountable for tasks they have traditionally
not been doing. It is therefore important for job descriptions
to be developed in a bottom-up, pragmatic manner so that
they reflect the actual duties performed by civil servants,
rather than in a top-down, normative manner. One way the
government may go about this is by having the Ministry of
Finance and the MOHA require agencies to provide detailed
job descriptions when determining human resource require-
ments and budget authority before every fiscal year. Agen-
cies applying for block grants are already responsible for
identifying the number of employees they require. These
agencies should be required to provide job descriptions for
each of these positions as well.

4. Improve training and retraining methods to in-
crease retention

Training and retraining employees at the departmental or
agency level is likely to increase their motivation to stay
in the CS because most employees value the opportunity
to improve their skills and knowledge throughout their ca-
reers, and the feeling that their organization is investing in
their long-term development. This is key to improving job
satisfaction and creating a positive working environment.
It is also essential to offer regular retraining opportunities
throughout a civil servant’s career. In this regard, training
modules should be developed in a decentralized manner by
ministries or even individual departments, keeping in mind
their particular needs.

The GoV should offer some form of independent accredi-
tation of the training provided to civil servants. After suc-
cessfully completing a training module or set of modules,
individuals should have the opportunity to test their abilities
against pre-defined and exogenously determined standards
and receive formal certification of the knowledge or skills
they acquired by means of the training. This will help em-
ployees continue their professional development throughout
their careers and prove their aptitude when applying for an
internal vacancy that requires specific, demonstrable skills.
At the same time, completion of accredited training can also
be used as an indicator of individual performance. The ac-
creditation process can be conducted either by an indepen-
dent government agency set up for the purpose or by private
actors such as industry ratings agencies.
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5. Continue experimenting with lateral recruitment at
senior and middle levels

Although existing pilots seem to have yielded limited results,
individual ministries should explore improved or alternative
ways of experimenting with lateral recruitment at senior and
middle levels. Possible strategies could involve opening up
middle level positions with specific skill requirements (civil
engineering, transportation systems management, financial
management, etc.) to lateral recruitment, rather than broadly
defined senior management positions like that of Vice Min-
ister. Narrowly specified technical application requirements
would be less amenable to ideological and political consid-
erations, and hence likely to be more successful in attracting
talented individuals from non-public sectors.

Challenges

Vietnam will face many challenges in strengthening the po-
sition-based elements of its recruitment procedures. First, a
lack of qualitative human resources may substantially limit
one of the major advantages of a position-based CS, name-
ly more flexibility in filling positions due to a larger applicant
pool. As noted above, much of this is due to the low capacity
of Vietnam’s educational system. According to a policy brief
by the UNDP (2008), it is “estimated that 60-70 percent of
civil servants have not been trained on state management
issues; 50 percent of staff in key positions at the communal
level have only finished primary or secondary school; 79.2
percent of staff in key positions in communes have not re-
ceived professional training in state management.” This may
substantially limit the pool of qualified applicants for entry-
and mid-level CS positions. Therefore, it is fundamental to
develop human resources to a professional level.

Second, competition with the private sector is likely to con-
strain the pool of qualified applicants for CS positions and
therefore further undermine one of the key advantages of
the position-based CS. The ability to offer salaries far in ex-
cess of what can be justified for tax payer funded salaries
is a challenge for civil services around the world and is par-
ticularly prominent in developing countries. The Vietnam-
ese CS is no exception, facing fierce competition from the
private sector (empowered by almost two decades of high
economic growth) for an already limited pool of qualified ap-
plicants. As with the first constraint, this may make hiring for
entry- and mid-level positions particularly challenging. It is
worth noting however, that in the current global economic
slowdown, stable CS employment and salaries may in the

short-term appear more attractive relative to the private sec-
tor. This may be an opportunity for the CS to attract higher
quality candidates to these positions than normally would
be available.

Third, heavy reliance on lateral recruitment could conflict
with the objectives of high quality and high retention. If exter-
nal candidates are predominantly selected to fill middle- and
higher-level vacancies, this would risk creating disincentives
for current career civil servants to perform well or even con-
tinue working in the civil service. Resistance (both bureau-
cratic and political) to non-career civil servants is most likely
to affect hiring for senior-level positions. External recruits are
likely to face resistance from career civil servants. Such is
the case in nearly all countries that allow senior government
positions to be filled by non-career civil servants. In Vietnam
there is another factor that may make it challenging to build
a position-based senior CS, namely the overlap of party and
government at senior levels of the CS. Those in line for high-
level CS positions are often prominent party members with
significant political capital, this capital being a prerequisite
for the senior position. Lacking the necessary political capi-
tal, external candidates may find it very challenging to come
into senior-level positions. The ability of outsiders to help
positively change CS culture and go against the tendency of
career-based civil services to insulate themselves, a key ad-
vantage of the position-based system, may not be as great
as in other countries if party affiliation is maintained as a de
facto recruitment or promotion criterion.

The challenges mentioned here are not likely to completely
stall CSR, yet they will create significant obstacles that the
GoV will need to overcome in due course. Particularly, the
professional dynamic between laterally recruited individuals
and career civil servants is something that will need to be
addressed through training in change management or some
form of differentiated incentives for those who have chosen
the civil service as a career. In the final analysis, however, a
firm commitment to reforms in recruitment by the GoV and
the Party will itself go a long way towards entrenching new
ways of thinking and doing things.
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Performance Management

Modelled after private sector examples, systematic outcome
measurement in government was introduced in the 1970s
in @ number of industrialized countries. In response to a
growing dissatisfaction with public sector performance, the
late 1980s and early 1990s witnessed a set of managerial
reforms often termed ‘New Public Management.” These re-
forms were largely driven by concerns that traditional mod-
els of public administration aimed only indirectly at individual
and organizational performance and did not focus system-
atically on actual achievements. Since then, local and cen-
tral governments, as well as international donor organiza-
tions, have shifted their focus more towards results. With
international support developing countries are increasingly
setting up their own performance management (PM) sys-
tems. Researchers such as Patria de Lancer Julnes, Joseph
Wholey, Allen Schick, Geert Bouckaert, John Halligan, Da-
vid Osborne and Ted Gaebler are among those who have
contributed to the literature on PM in the public sector.

Performance measurement has been defined as “the regu-
lar and careful monitoring of program implementation and
outcomes” through reliable data collection systems (de
Lancer Julnes, 2008, p. xi). Performance management or
‘managing for results’ makes use of the data thus collected
“to achieve and demonstrate measurable progress toward
agency and program goals” (Wholey, 1999, p. 288). The
main purpose of measuring performance is to improve it. All
other purposes, such as enhancing accountability and com-
munication with citizens, optimizing budget allocation deci-
sions, and motivating personnel, are means to this end. In
order to demonstrate performance, agencies often develop
indicators to measure the progress of the organization and
individual employees toward achieving their declared objec-
tives.

Individual staff appraisal systems measure individual prog-
ress against agreed objectives, with the aim of monitoring
and improving staff contributions to the achievement of or-
ganizational objectives. To some extent, measuring individu-
al performance goes against the egalitarian trend pervasive
in many bureaucracies, whereby individual staff assessment
is viewed as intrusive and unfair. This has contributed to
the widespread use of seniority systems in personnel ad-
ministration, whereby all individuals in a given cohort are
assumed to be equal and inherently better, based on their
greater experience, than next year’s cohort. With their em-
phasis on optimizing individual performance, managerial re-
forms have increased the use of lateral recruitment (rather
than uniform recruitment at entry-level) and short-term ap-
pointments by contract (rather than life-long appointment),

as well as contract termination in the case of unsatisfactory
staff members (Hughes, 2008, p. 54).

From an initial set of radical, comprehensive reforms (such
as the Financial Management Initiative launched in the U.K.
in 1982), performance management in the public sector is
beginning to adopt a pragmatic approach that uses what
works in specific circumstances based on the need to dem-
onstrate performance. Key situational factors and traditional
values underlying public administration need to determine
the exact form PM takes in a given context.

Most of the literature on PM focuses on managerial reforms
initiated in countries throughout Europe and the U.S. (see
case studies in: Dresang 1984; Halachmi and Bouckaert
1996; and Bouckaert and Halligan 2008). While there has
been empirical research about reforms in various countries
in South East Asia, such as Cambodia, Thailand, and the
Philippines (for an overview of performance management
strategies in other South East Asian countries see Appendix
1), there is little to no literature on Vietnam. This study will
factor in Vietnam’s unique public service structure to deter-
mine appropriate ways to implement PM successfully.

In line with the GoV'’s intention to strengthen position-based
elements in its CS, the current PM system will need to be
modified to meet the requirements of Vietnam’s PAR objec-
tives. Current tools and procedures will need to be rethought
to become more appropriate for effectively monitoring the
performance of civil servants and better aligning individual
targets and incentives with those of the organization. As
stated in the PAR Master Program (Government of Vietnam,
2001), the GoV aims to build a strong, professionalized,
modernized, efficient, and effective public administration
system. This requires a clear and effective PM strategy that
evaluates civil servants on the basis of their contribution to
their organization’s goals.

The Law on Public Officials and Civil Servants includes
some language regarding the evaluation of individual civil
servants’ performance but it lacks a clear merit base and is
not tailored to the specific nature and responsibilities of each
position. More thought needs to be given to how the current
PM system can be reformed to better meet the needs and
tasks of each position. A further challenge is to ensure that
this system can work successfully in the specific context of
the Vietnamese CS.
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Research Findings

Performance assessments*
In the Vietnamese CS, three-tiered assessments of all civil
servants are conducted on a regular basis.

* Self-assessment: The civil servant makes a per-
sonal assessment of his or her individual perfor-
mance over the measurement period, in terms of
goals achieved and progress made.

* Peer review: Self-assessments are discussed in a
meeting where all colleagues are present; they re-
view and vote on each other’s performance. This
peer vote is not anonymous and tends to favor con-
sensus-based assessments.

* Evaluation by immediate superior: The immediate
superior has the final word on the assessment of
his or her subordinates. In cases where there are
diverging opinions on an individual’s assessment,
the superior will make the final decision. Respon-
dents suggested that typically consensus is sought
and superiors rarely feel compelled to contradict the
outcomes of the self-assessment and peer review.

The frequency of assessments is determined by each agen-
cy; typically, assessment rounds are conducted biannually
or annually. Guidelines on how to conduct performance as-
sessments are documented by MOHA and are not agency-
specific. Based on the outcomes of the self-assessment and
the peer review; the superior decides which rating to attri-
bute to each subordinate. In the case of some agencies, the
distribution of ratings is determined on the basis of a quota
system which stipulates what proportion of employees in
the agency should be given a grade A, grade B, or grade
C rating (in which A is the highest and C the lowest). Lower
ratings can lead to a reduction of an employee’s material
non-wage benefits. The provisions of Vietnam’s Civil Ser-
vice Ordinance of 1998 stipulate that repeated low ratings
can lead to an employee’s firing, though in practice this sel-
dom occurs. The quota system, which seems to have been
introduced to ensure that satisfactory ratings are not sys-
tematically given to all, has not entirely prevented all abuses
of the rating system. Instances of manipulation of the quota
system were reported by some of the interviewees, whereby
lower ratings were assigned in consultation with employees
who were already selected for promotions or were going to
leave the department soon and to whom a good rating was
thus of less consequence.

4 The MOHA guidelines on performance management are described in Decree 117 (Oct
10, 2003).

Criteria of performance management

The formal evaluation process, as guided by the evalua-
tion forms used, largely focuses on general principles (e.g.
compliance with rules) and character traits (e.g. diligence,
speediness) rather than on carrying out specific tasks or
achieving pre-established work targets. Informal consider-
ations in an employee’s assessment as reported by inter-
viewees are seniority, political considerations, and his or her
personal and professional networks. As Painter (2006, p.
329) notes, most government agencies have not developed
detailed position descriptions based on job requirements
on which individually tailored performance criteria could be
based.

Many of the interlocutors conveyed a sense that the cur-
rent PM system is not effective. First, given that employees
have an incentive to represent their own achievements in
a positive light, the self-evaluations do not usually reflect
their work accurately and thus are not the most appropri-
ate base for a realistic performance appraisal. Second, peer
reviews do not facilitate accurate performance appraisals in
an administrative culture that values consensus among col-
leagues more highly than “voice,” i.e. the opportunity to ex-
press one’s personal opinions and judgement. Third, the cri-
teria for the appraisal of individual employees’ performance
and managers’ accountability are not specific. Formal ap-
praisal criteria focus on character traits and compliance with
general principles rather than job-specific targets. Although
generic appraisal criteria may be sufficient in a career-
based system, they are not appropriate for a system where
appointment decisions are made based on candidates’ suit-
ability for specific positions.

Fourth, the quota system that determines the distribution of
ratings is problematic for a number of reasons. First, it is
not a very appropriate tool for conducting differentiated re-
views of individual performance. A very high percentage of
employees tend to receive a grade A rating, with interview-
ees reporting that the proportion of grade A ratings is set
between 80 to 95 percent. Grades B or C ratings are typi-
cally only given out in case of an outright breach of the law.
A number of cases of ‘damage reduction’ were reported,
whereby grade B ratings were given to staff who, for various
reasons such as their transfer to another agency, did not
need a positive rating and were thus (voluntarily or invol-
untarily) ‘scapegoated’ by means of a B or C rating in order
to reduce the damage to all other employees’ assessments
(and hence their long-term career prospects). Furthermore,
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the quota systems lacks transparancy since the process of
allocating ratings is decided behind closed doors, with no
obligation to communicate the rationale behind rating deci-
sions to employees.

Finally, given that negative appraisals are very rarely given,
and typically only in cases of a legal infraction by an employ-
ee, the current PM system tends to emphasize the need to
avoid failing to comply with one’s duties rather than aiming
to achieve or exceed certain individual targets that are clear-
ly linked to the broader goals of the work unit or agency. The
allocation of uniform ratings and invariably positive reviews
undermines incentives for individual employees to perform
beyond satisfactory levels. The lack of opportunities to dis-
tinguish oneself likely discourages initiative and creativity,
thereby contributing to a low-quality work environment and
ultimately low long-term retention rates in CS agencies.

Promotions

The current system of promotions is closed, i.e. typically
only internal candidates are considered. Candidates for pro-
motions need to meet a specific seniority requirement and
pass a grade promotions examination. However, Painter
(2006) observes that many promotions and appointments in
practice breached these formal requirements.

Although an employee’s performance may be part of the
informal decision-making process on promotions, the link
between promotions and performance is unclear. Painter
(2006, p. 330) cites the Research Institute for Asia and
the Pacific’s (RIAP) assessment of the official system of
advancement and promotion as “formulaic and largely de-
tached from considerations of job fithess or performance.”
Several respondents contended that performance carried
more weight in lower-level promotion decisions than in
higher-level ones. In higher-level promotions, the most sig-
nificant criteria, as reported by interviewees, were senior-
ity, political considerations, and personal networks. Some
instances were reported in which promotion decisions were
used to strengthen one’s personal and professional net-
works by means of the exchange of favors.

Compliance

The Government Inspectorate conducts inspections with the
aim of detecting cases of noncompliance and legal infrac-
tions in the CS, and initiating disciplinary action against the

employees involved. The Inspectorate’s limited mandate,
with the emphasis on detecting and dealing with legal of-
fenses such as corruption is indicative of a systemic one-
sided focus on employee compliance rather than their com-
mitment to reach certain targets and positively contribute to
the furtherance of the agency’s goals.

f identified, bad performers are hard to fire, even though the
1998 Ordinance includes this option. Only a few cases were
mentioned in the interviews, and a blatant legal infraction
by the employee in question was always the basis. Several
interviewees mentioned that immediate supervisors do not
have the independent authority to fire subordinates but rely
on indirect mechanisms (e.g. deterring or discouraging em-
ployees by taking away responsibilities) to incite employees
to leave the agency, often by requesting a transfer.

The PM tools currently used are not designed to meet the
specific needs of a position-oriented CS, do little to strength-
en the merit principle in the CS and in the long run may be
an obstacle to increasing its effectiveness. If elements of a
position-based system are to be strengthened in the Viet-
namese CS, it will become increasingly important to over-
haul the current tools in order to allow for more effective PM
which reflects the need to assess individual performance
based on concrete, job-specific targets.

Recommendations

|. Delegate more performance management
responsibility to the level of the agencies

Currently, the centralized system of PM directed by MOHA
guidelines has limits in terms of making PM meet the needs
and exigencies of each agency. The system should be re-
formed so that, under MOHA guidance, each agency will
be responsible for designing a PM strategy in line with its
specific organizational goals and with the requirements
and nature of its work. This will also help bring the current
career-based PM system more in line with position-based
principles.

2. Strengthen the link between employees and
specific positions by using job descriptions as a
baseline for PM

The lack of job descriptions in the CS is a major obstacle
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to introducing a position-based PM system.5 Every agency
should describe in detail and comprehensively the responsi-
bilities and tasks of each position in the organization. Where
possible, the level of workload and responsibility should be
quantified into a position-specific rating and linked to a cor-
responding salary level for the position. While the aim is to
develop similar descriptions and ratings for similar positions
across agencies, sectors, or organizations, specific criteria
would need to be used as necessary. A uniform and equita-
ble procedure for developing and approving all job descrip-
tions should be determined.

Each job description should be translated in individual work
plans or ‘contracts’ that will form the basis for communica-
tion between employees and their supervisors about indi-
vidual performance (see below).

3. Strengthen communication and accountability
links between employees and their immediate
superior at all levels of the organization by means of
participatorily negotiated ‘development contracts’

If performance assessment criteria are clear, unambigu-
ously communicated, and jointly agreed upon, the chances
of satisfactory performance may increase. It is proposed to
set up a system of negotiated contracts whereby employees
and their immediate superiors in a participatory manner de-
velop and agree on a number of individual annual or bian-
nual targets derived directly from the goals of the agency
and the work unit. The content of the contract needs to be
revisable and revised regularly, in order to account for the
possibility that circumstances require an employee to take
on unexpected duties. Where possible, indicators to mea-
sure progress towards these targets should be quantifiable
and, if possible, complemented with clear qualitative indi-
cators. The exercise of developing adequate indicators for
measuring progress towards individual and organizational
targets can build upon the work that UNDP Vietnam has al-
ready done in this area.

Developing such ‘contracts’ needs to be a participative,
consensus-based process between the employee and his
or her superior. The contract should not only define the em-
ployee’s responsibilities and duties, but also identify the em-
ployee’s needs in further developing his or her skills and
knowledge. Thus, the contract should have a developmental
component in which concrete opportunities for retraining are
described and tailored to the needs of the employee. Such

5 Asimilar argument and recommendation have also been made in the case of recruitment
(see above).

negotiated ‘development contracts’ would tie in seamlessly
with the need for a flexible and realistic PM system dictated
by a position-based system. They would provide a person-
alized tool for measuring and rewarding individual perfor-
mance based on a job-specific work analysis, with goals and
indicators specifically designed for each position.

Monitoring performance at regular intervals increases the
chances of delivering final results. In the course of the year,
immediate superiors should set up a number of meetings
to discuss individual progress, and concrete measures to
address delays or lags where necessary. At the end of the
‘contract period’, each employee should be evaluated on the
basis of activities over the course of the contract. Thus, indi-
vidual evaluations would be based on the employee’s actual
achievements over the contract period, as measurable by
the progress towards the pre-established targets, and his
or her individual capabilities. Managers should be held ac-
countable for employee evaluations that do not accurately
reflect an employee’s performance (see recommendation 7
below).

4. Strengthen the links between individual, group
and organizational performance

It is essential that employees at every level of the organi-
zation become bound by the above-mentioned contracts.
Managers and heads of subunits should also negotiate an
individual contract with their direct superior, up to the high-
est level of authority in the organization. The contracts of
managers and heads of subunits should directly reflect the
biannual or annual goals of the organization or subunit and
will serve as a tool to hold leadership directly accountable
for each agency’s or subunit’s results.

The contract of the most senior manager in the agency
should take the form of an annual work plan that sets the
broad goals of the organization and describes realistic and
detailed ways of achieving these goals. It is advisable that
this agency work plan be drafted first, as it offers a compre-
hensive overview of the agency’s key targets and activities.
As such, the agency work plan provides a baseline docu-
ment from which the job description of every subunit and
individual employee can be logically derived. As with job
descriptions discussed in the section on Recruitment, the
agency work plan and consequent individual job descrip-
tions should be based on what actually goes on rather than
what should take place, in order to ensure maximum ap-
plicability to the daily workings of an agency. On the whole,
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this derivation exercise (from agency plan to individual plan)
serves to preserve the logical links between group activities
and targets.

5.Transform the self-assessment and peer review
mechanisms into tools to monitor individual and
group performance

In line with recommendations 3 and 4, the current system of
self-assessments and peer reviews should be overhauled
to become an integral part of the chain of accountability es-
tablished by the work plans negotiated at each level of the
organization.

It is proposed that all members of a subunit meet to draft a
biannual or annual work plan for the subunit that derives its
targets directly from the agency work plan and will provide
the basis for individual employees’ contracts. Peer review
meetings are thus transformed into team meetings where
such biannual or annual group plans are designed, agreed
upon and progress towards these group targets is moni-
tored and discussed inside the work unit. The existing self-
assessment procedure can then become the exercise by
which the employee prepares for a team meeting to discuss
subunit work goals or for the one-on-one discussion of his or
her individual contract with the immediate superior.

6. Streamline responses to poor performance

Regular monitoring should allow for the timely detection
of unsatisfactory performance before the end of the 6- or
12-month ‘contract period.” This should enable a superior to
detect, report, and act upon instances of inadequate perfor-
mance early. The intermediary monitoring meetings provide
an opportunity to discuss ways of redressing performance
inadequacies with the employee in question. It is essential
that the immediate supervisor be given sufficient authority to
issue formal warnings for unsatisfactory performance and,
if such performance continues, to initiate a procedure that
can eventually, via a clear chain of formal approval, lead to
dismissal. In case of a conflict between an employee and his
or her immediate superior, it would be necessary to activate
secondary channels of authority between an employee and
his or her superior two levels up.

7. Complement inspectorate visits with mechanisms
that provide more positive incentives for good
performance

The current inspection visits, which are used to detect

breaches of the law and cases of corruption, usefully com-
plement the efforts of the PM process in the organization
and, by bringing in a team of independent inspectors, can
serve to enhance its objectivity. However, in order to ensure
a culture of excellence, the outcome of inspections should
be used not only to identify offenders but also to single out
good performers. In addition, each organization can create
a number of ways for distinguishing outstanding group and
individual performance, by means of a feature article in one
of the agency’s internal or external communication channels
(agency newspaper or internet site), an ‘employee/team of
the month’ award, a competition for individuals or teams to
submit the best proposal for improving a specific process in
the agency, etc.

Challenges

Implementing a successful position-based PM system in the
Vietnamese public sector is subject to a number of challeng-
es. First, it can be challenging to develop relevant measures
of organizational, group and individual performance that are
meaningful, flexible, and affordable. The risk of indicator
overreach, i.e. designing indicators that are too broad and
go beyond the scope of one single actor, group or agency, is
always present. Also, it can be challenging to balance quan-
titative and qualitative indicators well to accurately measure
performance in the public sector. On the one hand, using
quantifiable elements prevents excessive subjectivity and
abuses. However, a measurement system built up exclu-
sively with quantifiable elements is unlikely to adequately
capture all key government activities, since some core tasks
of government, such as policy formulation, are largely in-
tangible in nature and may not naturally lend themselves
to straight-forward quantitative measures. A judicious blend
of qualitative methods with quantitative data will make for a
more holistic approach to performance management.

Second, in terms of implementation, one must consider the
risks of goal displacement and the use of gaming strategies.
The possible perverse psychological effects of performance
monitoring are well known,® and their occurrence in the con-
text of the Viethamese CS is not unimaginable. These chal-
lenges will need to be addressed appropriately. First, clear
communication on the rationale, objectives, and procedures
of reform will go a long way, especially if it highlights what

6 Examples include the ‘ratchet effect’ (whereby employees restrict their performance to
a level well below the production possibility frontier with the objective of setting next year’s
performance target to an incremental advance over what is presently achieved), ‘threshold
effects’ (whereby targets based on average performance may incentivize top performers
to reduce their performance to what the target requires), and the outright manipulation of
performance reports.
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every individual civil servant stands to gain (i.e. the oppor-
tunities for self-improvement and retraining, individual and
team rewards for good performance, etc.). Specific meas-
ures can further help dilute the incentives for gaming be-
havior and abuse, for instance ensuring comparability of
the contracts of employees in similar positions across units,
optimizing the use of team planning and peer pressure,
and rewarding individual and team excellence appreciably.
Ultimately, the success of the reform will require striking a
workable balance between reliance on key strengths of the
current system, which values integrity and honor highly, and
adequate monitoring to ensure that individual, team and or-
ganizational goals are aligned.

Third, it is important to bear in mind that the speed at which
PM is expected to change behavior and culture is often
overestimated. In reality, the introduction and comprehen-
sive reform of PM systems tends to provoke strong initial
resistance and can lead to an initial decrease in staff morale.
David Osborne and Ted Gaebler (1992, p. 152) argue that
“this pattern — adoption of crude performance measures, fol-
lowed by protest and pressure to improve the measures, fol-
lowed by the development of more sophisticated measures
— is common wherever performance is measured.” It is only
over time and to the extent that performance management
becomes part of the institutional culture and individual public
servants perceive it as an opportunity for rewarding excel-
lence, that performance-based reforms can fully realize their
institutional change potential.

A fourth challenge for implementation of a position-based
PM system is designing tools and procedures that are ap-
propriate and realistic in the context of the Vietnamese bu-
reaucratic culture. The proposed PM system requires a fun-
damental shift away from the notion of a ‘humanistic bureau-
cracy,” in which the civil servant is to be rated not only in his
capacity as a worker (specific work-related achievements)
but also as a man (the employee’s behavior and integrity,
also in his/her private life). In the Viethamese bureaucratic
tradition, which grants considerable autonomy to individual
agents, the viability of the administrative system has tradi-
tionally depended heavily on the integrity and values of its
administrators. From this perspective, there is hardly a need
for a formal compliance or evaluation system, for “true con-
trol rests in the conscience of the public official; it is up to
him to decide his own attitude regarding the qualities of hon-
or, conscientiousness, probity, devotion to the accomplish-
ment of his daily tasks” (Dang, 1966, p. 321). Ultimately, the
GoV will need to decide whether it wants to maintain this
putatively self-regulating system or move to a more explic-

it, position-based, and task-oriented system for managing
performance. However, another option is to try to keep the
key benefits of the self-regulating system, while adding ad-
ditional task-oriented elements.

Lastly, a number of elements of Vietnam’s administrative
culture may hinder the negotiation and monitoring of in-
dividual and group work plans in a participative manner.
Both peers and superiors may have difficulties reporting
accurately on individual performance if they value respect
for authority and smooth interpersonal relationships more
highly than the opportunity to express their voice, resulting
in identical, satisfactory ratings for all. Participation will also
fail if superiors do not have the necessary skills to guide this
process aptly. Clear communication to all civil servants and
adequate training for superiors at the onset of this reform
will be key to facilitating its success.
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Compensation/Incentives

There is a consensus in the CS literature about the role
compensation has in achieving public organizational effec-
tiveness and ensuring the survival of the organization. In
analyzing compensation, studies have looked at its impact
with regard to recruitment, retention, motivation, and/or per-
formance of employees. In contemporary thinking, compen-
sation has been increasingly viewed as an intervening vari-
able in the achievement of public purposes. There are theo-
retical frameworks for public sector compensation that have
held sway at various points in history. Equal pay for equal
work was one of the first to emerge as a proposed basis of
fair compensation of public employees. Other frameworks
that have been utilized include pay for knowledge, prevail-
ing market rates or parity with other employees, merit pay or
pay for performance, and comparable worth or pay for work
of equal values (Siegel, 1992).

Gilbert Siegel (1992) underlines the need for consistency
between compensation objectives and pay design/adminis-
tration. For example, he differentiates between the objec-
tives of membership (seniority) and performance; paying
for membership will encourage long-term employment while
paying for performance may lead to opposite outcomes (p.
15). At the same time, when designing compensation struc-
tures, other environmental and organizational variables also
need to be taken into account, such as the status of labor
markets and the economy, as well as human resource qual-
ity, attitudes, and values.

The WB and other multilateral donors have emphasized the
need to look at the whole package — including allowances,
benefits, and in-kind incentives - when talking about com-
pensation and when assessing the adequacy of motivators
set within a pay system. In many developing countries, a
large proportion of civil servants’ real earnings are not mon-
etized and many benefits are not captured by the salary al-
location in the budget (WB, 2000).

Most of the literature on compensation has been concerned
about the “necessary” levels of compensation that would at-
tract, retain, and motivate high quality civil servants (Sie-
gel 1992; Acuna-Alfaro 2008). It is clear from the evidence
that a clear structure of appropriate remuneration must be
in place for the proper recruitment, retention, and motiva-
tion of civil servants. However more often than not, stud-
ies and reports have focused almost singularly on benefits/
incentives. In-depth studies on how the CS system in place
can impact incentive structures, and vice-versa, are lacking.
To answer best the question of how to strengthen features

of a position-based system, there has to be an examination
of the current incentive structure within the socio-political
framework in which it is found.

In terms of compensation and incentives, to successfully
implement elements of a position-based system into the CS
and to encourage greater efficiency in public service deliv-
ery, the GoV will need to give adequate consideration to
incentives offered to civil servants. Having a proper incen-
tive system in place would facilitate the entry and retention
of qualified and skilled personnel. These incentives may
include salary raises, promotions, and other non-financial
benefits. In addition to encouraging greater efficiency and
better performance, reforms should also encourage initia-
tive and creativity.

There has been some contention over whether there is a
need to monetize benefits or retain in-kind incentives as part
of public sector compensation. According to some advo-
cates, such as the WB (2000a), monetization, which entails
the conversion of non-financial benefits and incentives into
cash payments, would engender transparency and cost-
effectiveness, remove perverse incentives, and improve
comparability. However, in the Vietnamese context it may be
difficult to fully or accurately quantify some benefits and in-
centives. Also, monetization can lead to a faster devaluation
of civil servants’ earnings in countries where pay is not ad-
justed for inflation. There has been no in-depth empirical re-
search into monetization’s real effect on CS compensation,
particularly in countries with relatively high inflation levels.

Another issue within the public compensation sphere is
wage compression, wherein the ideal proposed in much of
the recent literature is a pay grade system with substantial
salary differentials between grades so as to motivate civil
servants to work towards promotion and strive for a long-
term career in the service. Some proponents advocate for
pay increases on a percentage basis, in order to maintain
the original pay spread and to continue pay differentials
and work incentives, especially for those serving in lead-
ership positions and at senior management levels (McCar-
thy, 1969, p. 19). This section attempts to identify factors
relevant to resolving each of the above issues and to offer
recommendations in the Vietnamese context.
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Research Findings

Salary scale and wage composition

Vietnam’s Civil Service Ordinance of 1993 (subsequently
revised and amended in 1998 and 2003) contains detailed
tables of employment categories and their ranks. Education
or professional background primarily determines one’s class
and rank, and salary is provided on the “pay-in-person” prin-
ciple according to individual qualification, rank, and length of
service. A civil servant’s salary is based on his/her respec-
tive job grading and a multiplier related to the current cost
of living.

Based on MOHA’s Decision 78 (released November 3,
2004) on the salary composition and structure of public ser-
vants and civil servants, civil servants are classified into the
following 5 categories:

* Senior Civil Servant (10 scales) — including public
officials

* Major Civil Servant, and equivalent (12 scales)

¢ Civil Servant, and equivalent (14 scales)

e Staff (10 scales)

* Ordinary Employee (17 scales)

The salary scale for civil servants is such that a civil servant
will receive a salary equivalent to the minimum wage for
an ordinary worker/laborer, multiplied by a coefficient cor-
responding to his or her job categorization and scale. There
is a salary structure that regulates salary coefficients (see
Appendix 4 for a sample Salary Table). Every three years,
one’s salary is reviewed and the civil servant receives a
raise based on a higher coefficient. Entry-level wage for col-
lege graduates is calculated using a 2.34 coefficient. After
three years, the coefficient is increased by 0.33 to a total
of 2.67. 15 years after entry into the CS, and contingent on
satisfactory performance, a college graduate can reach se-
nior civil servant status. Taking and passing a test can allow
a civil servant to jump to a higher level or scale. If a civil
servant performs well, he or she can receive a salary in-
crease one year earlier.” However, according to interviews,
mechanisms for promotion or giving better pay to individuals
based on their performance within the current pay structure
and job classification system are generally not transparent
or standardized.

7 Decree 204, released December 14, 2004, contains more information on salaries.

There have been quantitative studies (IMF 2007, Schiavo-
Campo et al 1997, WB n.d.) which have used country data
and regional data to determine norms and averages, as well
as to make comparisons in terms of wages, pay grades,
public sector wage expenses, public sector wage expenses
as percentage of GDP, and employment percentages. Ac-
cording to 2003 IMF data (cited by Painter, 2006), wages
for civilian government in Vietnam in 1997 were 3 percent
of GDP (which is low compared to the Asian average of 4.7
percent). However, despite comprising a smaller percent-
age of total employment in the past few years, wages and
salaries for civil servants as percent of government expendi-
ture have been rising (33 percent total recurrent expenditure
in 2002, up from 21 percent in 1997 [IMF 2003, in Painter]).
More recent IMF data (2006) on wages as percent of gov-
ernment expenditure, coupled with data on GDP, population,
and MOHA data on size of civil service, show that the aver-
age wage as a multiple of per capita GDP was 4.3 in 2006,
up from 2.1 in 2001, and higher than regional comparators
Philippines and Indonesia.

It is also useful to look at wage ratios between the highest-
and lowest-paid civil servants. In 2004, a slight decompres-
sion of the salary scale was undertaken, such that the ratio
between the highest-paid and the lowest-paid civil servants
increased from 8.5:1 to 10:1 (Vietnam News, July 19, 2004,
in Painter 2006, p. 341). Based on the salary scale structure
obtained from MOHA in October 2008, the current ratio was
6:1. However, this only reflects formal salaries and not over-
all income associated with CS positions. If the latter is taken
into consideration, the ratio is likely to be higher.

Internationally, the compression ratio (the ratio of the mid-
point of the highest salary grade to the midpoint of the low-
est) varies widely, from highs of 30:1 or more, to lows of 2:1
- with an average of around 6 or 7 to 1 (Schiavo-Ocampo et
al, 1997, p. 44). A 1988 report, “A Policy Framework on Cad-
res and Salaries,” by the Administrative Reforms Committee
presented data on the ratio of top to bottom salaries in six
Asian nations. In Singapore, the ratio is 62:1; in Malaysia,
25.4:1; in Pakistan, 19.4:1; in India and Bangladesh, 12:1;
and in Sri Lanka, 7.5:1 (Lindauer, 1988, p. 26).

Government reports such as the 2000 report of the Viet-
namese Government Steering Committee for PAR (cited in
Painter, 2006) assess the current salary system as being
too broad with emphasis on equality of income, with the sal-
ary differential between grades being too small. There may
be an ideological component behind the compressed wage
structure (i.e. relatively small differences between coeffi-
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cients attributed to lower- and higher-level positions). The
small differentials between position levels may be due to a
socialist orientation where equality is given premium.

As of October 2008, the minimum wage was VND514,000
per month (roughly US$31 per month). According to MOHA,
the minimum wage is based on the amount that ensures that
a person can meet the minimum living standard. There have
been several increases over the past several years in order
to meet the rising living costs in many parts of Vietnam. It
was learned from interviews that as of October 2008, MOHA
and MOLISA had a pending proposal with the Cabinet to
raise the minimum wage to 610,000VND per month. There
have been substantial increases in the minimum wage
since 1999. From 2003, the minimum wage was increased
Vietnam did not have a substantial private sector. by 38 percent to VND290,000 a month, followed in October

Since its accession to the World Trade Organization (WTO),
Vietnam has adhered to the WTO guideline that public sec-
tor wages have to be pegged to the minimum wage in the
market/private sector. Currently, the minimum wage in the
private sector is four times that of the minimum wage in the
public sector. Wage comparisons between the public and
private sectors are difficult to make because until recently,

Table 2: Minimum Wage Increases and Inflation Rates

(1994-2003)
Year Per Month (000 Annual Accumulated Annual Accumulated
VND) Increases % Increase % Increases% Increase %

1994 120 .0 .0 14.2 14.2

1995 120 .0 .0 12.9 28.9 -
1996 120 .0 .0 4.5 34.7 —
1997 144 20.0 20.0 3.6 39.6

1998 144 .0 20.0 9.2 52.4

1999 180 25.0 50.0 A 52.6

2000 210 16.7 75.0 -6 51.7

2001 210 .0 75.0 .8 52.9

2002 210 .0 75.0 4.0 59.0

2003 290 38.1 141.7 4.0 65.4

Source: Government of Vietnam General Statistics Office (2003) in “Sequencing Civil Service Pay Reforms in Vietnam: Transition or Leapfrog?”.
Martin Painter, 2006.

Table 3: Pay in the Civil Service and Elsewhere (in thousands of VND per year)

Total Employment Various Areas
In i SOEs | Private Firms Forelgn Self
Government | Government enterprises employed

All 9568 3099 10572 5143 11993 1788
Professionals 10107 13539 13737 14581 21201 4532
Administrative 5971 11515 10016 9025 13770 12088
Technicians 9574 6483 10244 6457 10099 4864
Workers 6095 2206 6915 4013 9853 1598
Agriculture 7230 3981 8173 5767 6000 3412
Employment
Share (%) 5.8 94.2 4.7 22.2 0.7 66.5

Source:Vietnam Development Report 2005: Governance, Joint Donor Report to the Vietnam Consultative Group Meeting.

2008-09 Implementation of Civil Service Legislation in Vietnam



2004 by a further increase of 30 percent
(Vietnam News July 19, 2004, in Painter
2006, p. 336). Table 2 above shows that
there have been substantial increases in
the minimum wage (which increases the
wages of all civil service employees by
virtue of the salary scale with coefficients)
vis-a-vis the increases in living standards
and expenditures (as represented by the
Consumer Price Index). This needs to be
considered in the context of perceptions
that current public sector wages are still
inadequate.

In fact, as Table 3 shows, while consid-
ered low, the average salary in govern-
ment is still higher than the average sal-
ary out of government (these figures may
exclude undocumented informal jobs).
However, among professionals, the aver-
age salary in the government is lower.?

Gaps in pay and living standards are
shown in Figure 1. Civil servants are cov-
ered by old-age pension and have more
stable earnings. There are substantial
differences between private and public
sector employees in the professional and
administrative sub-sectors. Another ob-
servation is that the gaps in living stan-
dards or expenditures are much narrower
than gaps in earnings, which point to two
observations for professional and admin-
istrative employees in the public sector:
1) living standards and expenditures in
the private and public sector are compa-
rable; and 2) many civil servants seem
to supplement their income derived from
their public sector job with other sources
of income.

8 Salaries and cash benefits are included in the figures. Farm-
ers and unpaid family workers are excluded from the analysis.

Figure [: Gaps in Pay and Living Standards
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Note: Alternative pay is estimated using a standard earnings function including
education, experience, gender and region of residence as explanatory variables.
Alternative earnings are estimated based on the same characteristics, plus fam-
ily characteristics such as its size, age composition and gender of the household
head.

Non-wage incentives and benefits

A salient feature of the compensation structure of the Vietnamese CS is that
income is not equal to salary. Jobs in the CS have been described as low-sala-
ry, high-income positions. Civil servants usually receive benefits and incentives
worth more than their salary. Allowances are attached to positions, especially
those at the middle or top level. Auxiliary allowances are received when a civil
servant is given an additional post or task. Allowances are also given to those
working in dangerous/risky jobs or those working in certain locations, notably
cities, where prices are higher (i.e. pricing allowance), and remote areas, where
living conditions can be basic and transportation difficult.

Civil servants also receive other forms of non-salary benefits: health insurance,
lunch allowance, per diem, travel, accommodations, etc. Particular civil servants
can receive housing subsidies or other honor-related benefits such as interment
in a state cemetery. Within their own agency, civil servants can also be awarded
a certificate of merit, which has prestige and a small sum of money attached to it.

The salary system in the Vietnamese CS has been reformed in the past decade
via full monetization of salaries, with a salary-related allowance scheme and a
system of bonuses for “excellent services” (Painter, 2006). While many benefits
are now monetized, as previously mentioned, there are still some benefits (par-
ticularly honor-related) that may be given in-kind.
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Stability seemed to be the top non-financial incentive at-
tached to government employment, as retrenchment does
not commonly take place in the Viethamese government.
Even the downsizing reform during the early implementation
period of PAR was gradual, and until now incomplete.

Reputation was also commonly cited as an incentive for go-
ing into and staying in the government. It was commonly
mentioned in interviews how in Vietnamese culture, some-
one is held in high moral esteem by their community if he/
she is in government. This honor and prestige reflect well on
a civil servant’s family. Being in government also provides
one with a certain degree of power, which can yield particu-
lar benefits such as privileged access to state resources.
Opportunities for corruption have been recognized as a
strong incentive for staying in the government (Gainsbor-
ough, 2006). PAR’s anti-corruption component and GoV’s
recent initiative to set up a specialized department for pre-
venting and combating corruption attest to how prevalent
corruption is in the government.

Other sources of income

The norm seems to be that many civil servants look for ex-
tra work, alternative sources of income, or supplemental in-
come. Extra work can come in the form of sidelining with
other government agencies or for the private sector. Some
civil servants use their government positions to acquire sup-
plemental income. There have been cases of civil servants
accepting bribes or issuing informal/unofficial charges (so-
called “white envelopes”) for government services.

A lot of the academic literature coupled with interviews
seems to point to inadequacy of CS wages (even with the
non-wage benefits and compensation factored in) as the pri-
mary reason why many civil servants seek alternate sources
of income outside of their CS job. However, this needs to be
considered in light of the commonly observed mispercep-
tions of the differences in wages between the public and
private sectors (as seen in the above tables and charts).

Recommendations

I. Conduct a study on possible wage scale decompres-
sion via coefficient adjustment

A possible key motivator for retention is decompressing the

wage scale by adjusting coefficients. The current compen-
sation system in the Vietnam CS can be adjusted to move
towards strengthening elements of a position-based system
and to address the problem of increasing attrition. Specifi-
cally, the ratio between the wages of the highest- and the
lowest-paid civil servant could be increased. Even with con-
strained resources for compensation, wages at the top of
the scale can be raised relative to lower levels so as to at-
tract more qualified people and concentrate scarce skills in
strategic areas (World Bank, 1997, p. 96).

Vietnam can learn in this regard from the experiences of
other countries. In many countries the wages of higher-lev-
el civil servants are allowed, often for political reasons, to
erode by more than those of the lower echelons; this wage
compression makes it even harder to attract and retain high-
quality staff at the vital senior levels (World Bank, 1997, p.
95). Conversely, in countries such as Singapore and Malay-
sia, where the wage compression ratios are quite high, the
CS is able to attract highly qualified people and provide suf-
ficient incentive for these people to stay in the service and to
work towards promotion.

2. Continue efforts towards a sustainable and
practicable increase in wages that are sufficient to
meet the cost of living

Although data suggest that often public sector wages are
higher than private sector wages, this is not true across the
board. Moreover, there is a strong aspirational component
to the often-repeated claim that public sector wages are low-
er than private sector wages. If not addressed in the near
term, this could evolve into a serious problem of motivation
in the CS. Therefore along with possible wage decompres-
sion, it is recommended that the GoV conduct an updated
assessment of living standards, and formulate a phased
plan on increasing the public sector minimum wage based
on the results of the assessment and to the extent permis-
sible by fiscal constraints, in order to make civil servants’
salaries adequate to meet average living expenses. As seen
in Figure 1, civil servants seem to look for other sources of
income (via other work or corruption) in order to meet their
living expenses. Adjusting wages to realistically meet living
standards may serve to reduce corruption, improve CS mo-
rale, and make the CS a generally more attractive place to
work in.

However it must be emphasized that wage increases not ac-
companied by simultaneous efficiency measures like right-
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sizing will result in a bloated and inefficient CS. Table 1 in
the section on Recruitment shows that Vietnam already had
a civil service the same size as China’s in the early 1990s.
Although progress has been made in streamlining the civil
service since then, there is room for further improvements
in order to avoid the perils of a bloated public sector that
might be contributing to a high wage bill with low productivity
returns to increases in the minimum wage. Therefore efforts
must be made to simultaneously eliminate positions that are
unproductive and superfluous to the work of agencies. Such
a course of action no doubt entails political risks but is nec-
essary in order to streamline the CS and improve the sala-
ries of those that perform well. Individual job contracts as
recommended in the section on Performance Management
can be utilized to develop concrete performance-based cri-
teria for rightsizing.

One way of minimizing the political fallout of the above
steps would be to carry out pay reform in conjunction with
complementary measures discussed in previous sections of
this paper such as merit-based recruitment and promotion,
performance management, and the like (World Bank, 1997,
p. 96). A stronger merit-based orientation provides a better
basis for justifying rightsizing than a system based on highly
subjective performance evaluations and personal networks.

3. Enhance the quality of the work environment

Incentives can be created for employees to improve their
performance by giving them opportunities to distinguish
themselves from colleagues, thus increasing motivation lev-
els and improving morale. However, performance-related
pay schemes have not proven to work under all circum-
stances; moreover they are fiscally not feasible for the GoV
until substantial downsizing has happened. Therefore this
measure can be reserved as medium-term goal to be pur-
sued once other reforms have taken place.

In the intermediate period, steps could be taken to provide
incentives for entire agencies or work units to improve their
work environment. Possible incentives could include min-
istry-level contests for the best working environment, best
practices in the workplace, or successful workplace inno-
vations in human resource management. Other incentives
such as formalized mechanism for early pay rises, certifi-
cates of merit that come with financial reward, and training
opportunities (particularly abroad), can act as motivating
factors.

The quality of the working environment can also be improved
by imbuing other functions of a department or agency with
the overall objective of motivating employees to perform
better and stay longer in public service. This could cover
integrated coaching throughout a civil servant’s career,
training opportunities linked to the development contracts
recommended in the section on Performance Management,
objective PM criteria that will contribute to sense of fairness
and equality, a cooperative and patrticipatory approach to
workplace codes of conduct and anti-corruption measures,
and transparent communication about PM/promotion deci-
sions.

4. Establish mentoring programs

Individual ministries should establish mentoring programs
to guide new recruits into the CS. This would help to build
camaraderie within agencies and encourage a general es-
prit de corps that can act as a powerful incentive for good
performance and retention.

5. Place emphasis on honor, prestige and other non-
financial incentives

Aside from salary, it is important to emphasize non-financial
incentives in the CS, like the honor and prestige associated
with public service. An emerging branch of research on pub-
lic service motivation finds that public sector employees of-
ten possess high levels of “intrinsic motivation” to engage in
‘prosocial behavior,’ i.e. behavior that benefits society (Perry
and Hondeghem 2008, p. 8). This kind of intrinsic motivation
tends to be dampened by strictly imposed extrinsic rewards
or sanctions, but can be usefully enhanced and channeled
through the promotion of positive values associated with
public service. The promotion of a public service culture can
be facilitated through extensive media campaigns that high-
light the positive value added to society by the work of out-
standing civil servants. Moreover, in publicizing its recruit-
ment processes, the government should stress the moral
aspects of being a public servant. Lastly, it is important to
add more non-financial benefits to the package of incentives
provided to civil servants, possibly by establishing institu-
tions like officers’ clubs, providing privileged access to state-
sponsored events, expedited delivery of public services to
families of civil servants, etc.

Implementation of Civil Service Legislation in Vietnam
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6. Establish group incentives tied to performance

As mentioned in the section on Performance Management,
it is important to tie the performance of individual civil
servants to the performance of their work units or agencies.
Tying the incentives of individual employees to their unit
helps to build the foundations of collectivity in a work team
and may help to increase an individual’s loyalty to and
affinity with the agency in particular and the CS at large.
This can be done by identifying performance targets for
the organization in a group setting and then conducting
periodical progress reviews in similar settings. In addition,
group benefits or rewards (e.g. retreats, off-site events, and
team-building exercises) can be provided to reward good
team performance.

Challenges

The most pressing challenge for the Viethamese government
in implementing wage reform is the escalating share of the
government wage bill in total government expenditure.
The IMF (2007) calculates that wages and salaries as a
percentage of Current Expenditure were 28.5% in 2004
and 41.9% in 20086, this despite steady increases in current
expenditure during this period. An increasing share of
wages in government expenditure has the effect of crowding
out recurring expenditure on other activities of government.
Moreover, the IMF (2006) also concludes that large
increases in public sector wages have had spillover effects
on private sector wages, thus contributing to a steady rise in
inflation. Both these trends imply that that the GoV will have
to very carefully chart out a future course of salary increases
for its CS, especially at its current numbers.

The above problems further complicate prospects for
decompressing the public sector wage scale in a context
where the fiscal and political feasibility of decompression
already appears challenging. In a society based firmly on
egalitarian principles, it can be difficult to raise the salaries
of senior civil servants without raising those of junior ones.
In order to achieve decompression the GoV would require
across-the-board salary increases, with greater nominal
increases at higher levels — a proposition that is not only
expensive, but also politically problematic. Thus, salary
reform by way of decompression is a path fraught with
financial and political risks that must be navigated with
utmost care and transparency.

Rightsizing is likely to be another thorny issue. The GoV
has at various points in the past tried to rightsize its CS, but
with relatively little progress. In 2000, the GoV announced
a target of 15% across-the board staff payroll reductions
by the end of 2002. Agencies were instructed to submit
individual downsizing plans. However, the process resulted
in average reductions of only about 3% (World Bank, 2002,
p. 94). Nonetheless Vietnam is doing well according to
another measure, which is the size of the civil service as
a percentage of population. This has declined from 4% in
the 1990s (Schiavo-Campo and Sundaram, 2001) to 1.8%
in 2006 (based on MOHA data). This puts Vietnam in line
with comparators like the Philippines and Indonesia, and is
a positive trend for the future. While the departure of many
civil servants for the private sector might be beneficial for
the state budget, its positive aspects are much diminished
when one realizes that it is often the brightest and most
entrepreneurial who leave the public sector for the private
sector. Despite the progress made so far, there is a real
need therefore to adopt a hard-nosed approach to the
problem of size in Vietnam’s CS, and the GoV would need to
expend considerable political capital to follow through on its
rightsizing objectives, which are no doubt likely to encounter
significant opposition from civil servants and cadres.

Politically, finding a consensus on methods to improve
public sector compensation and incentives may be difficult
to achieve. Reform in this area faces a myriad of challenges
and opposition from vested interests who may have benefited
from unorthodox methods of obtaining extra income in
the past (such as sub-contracting to agency officials who
supplement their income as ‘consultants’ offering advice or
other services for a fee) (Painter 2003, p. 265).

The misperception of the wage gap between the private
and public sector remains an inevitable challenge while
considering efforts to redesign the compensation/incentives
structures in the CS. In addition, the limited availability
of statistical data in Vietham on wages and the public
perception of wage levels further complicate the reform
prospects. Thus, there is a need to improve the availability
of information on wages and the standards of living (Ives,
2000). Without accurate public information on wages and
standards of living, it may be difficult to resolve the public-
private wage debate in Vietham. Continuous support from
GoV officials and donor agencies on sustainable wage
increases may also be impacted by external factors, such as
the state of the regional and global economy, and therefore
sustained commitment is required to see this reform through.

2]
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Further, the difficulty of disentangling legitimate from
illegitimate sources of revenue in the CS has the potential
to create obstacles to real reform, particularly in the face of
firmly rooted practices and interests in the system. Painter
(2003, p. 265) refers to a culture of “beg and give” where
agencies are encouraged to seek funds for their operations
through fees and rents. Furthermore, he quotes the GoV’s
PAR review in saying, “the state is unable to control the
real income of public servants and cadres” (Ibid.). Such
entrenched practices may be difficult to streamline across
agencies by means of a more structured compensation
system.

It is important to recognize that reform in the areas of
compensation and incentives cannot be done in isolation
from other reform areas (i.e. recruitment, performance
management, as well as administrative and budgetary
reforms). Thus, in order for CS reform to be effective, the
GoV must take a holistic approach (World Bank, 2008).

Implementation of Civil Service Legislation in Vietnam
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Rationale For Change

The importance of CSR in Vietham cannot be overstated.
Not only is it an end desirable in itself, it also has positive ex-
ternalities with regard to other objectives of the GoV, partic-
ularly public financial management and economic reforms,
improving national competitiveness to meet the challenges
of WTO accession, stepping up the fight against corruption,
and increased citizen satisfaction. It must be remembered,
however, that CSR is but one type of reform that is neces-
sary for addressing these objectives. By itself it is insuffi-
cient, yet together with other types of reform (mainly eco-
nomic and public financial management reforms), it has the
potential to make significant contributions towards achieving
these objectives.

Existing levels of corruption, act as a major barrier to bet-
ter performance and more efficient output in the public sec-
tor. The GoV has taken a firm stance on the fight against
corruption, yet like most anti-corruption efforts in East Asia
and in other parts of the world, the tools at its disposal are
rather blunt. Implementing reforms that indirectly impact cor-
ruption in these areas without directly targeting it can have
considerable benefits for the government’s anti-corruption
efforts. Greater transparency in recruitment, participatory
performance contracts, clear guidelines on what constitute
legitimate sources of additional income, and measures to
increase public service motivation are likely to reduce av-
enues for corruption.

Economic growth and public sector reform are priority ar-
eas for the GoV. Yet Vietham’s economy in some respects
has been held back from achieving its full potential by the
slower pace of reform in its public administration system,
and associated weaknesses in policy design, implementa-
tion, monitoring, and intersectoral coordination at the central
and local levels. Indeed some interviewees in Vietnam sug-
gested that the recent global financial crisis could have been
better managed by the GoV had top officials of the Finance
Ministry and Office of Government not quit to join the private
sector. Therefore, as Vietnam’s economy and private sector
surge ahead, there is a pressing need for its public sector
to not only catch up but play an important role in guiding the
economy along socialist principles. The reforms suggested
in the preceding sections would have the effect of greatly
professionalizing the functioning of the CS and of attracting
the best talent for managing the economy. Moreover, without
CSR, Vietnam will find it difficult to maintain its competitive-
ness in the global market. As Vietnam integrates further into
the global economy through its membership of the WTO and
the Association of Southeast Asian Nations (ASEAN), the
case for progressive reform becomes stronger and stronger.

Lastly, in the long run, investments in a position-based sys-
tem with features that improve recruitment, performance
management, and incentives, will pay off in terms of de-
creased leeway for nepotism, patronage, and corruption in
promotion decisions and sustainable increases in efficiency
of service delivery. This may contribute to increased politi-
cal stability based on high citizen satisfaction levels. For a
government whose legitimacy is largely based on its eco-
nomic performance and representation of the people’s will,
the economic and public satisfaction implications of CSR
are enormous. The GoV would be well advised to engage
in sustained reforms that strengthen the position-based ele-
ments of its civil service in order to make it more profession-
al, more efficient, and more effective at managing economic
change and serving the people of Vietham.

It is hoped that the findings and recommendations in this
paper will be useful to Vietnam’s authorities as they prepare
decrees detailing the implementation of the Law on Public
Officials and Civil Servants.
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Conclusion

The above sections have outlined the existing features of
the Vietnemese CS with regard to recruitment, performance
management, and compensation/incentives. Current draw-
backs in the system are identified and corresponding rec-
ommendations are formulated. Strengthening the position-
based elements of the Viethamese CS is viewed as an im-
portant way of enhancing its efficiency and effectiveness.
Ensuring that the right persons are matched to the right jobs
can significantly increase individual, group, and agency per-
formance in the public sector. By using better recruitment
practices, assessing and rewarding performance success-
fully, and offering a more attractive compensation package,
the GoV can enhance its competitive position as a recruiter
and retainer of talent relative to the private sector.

Along with gaining political support, it is also important to
get buy-in from current civil servants. The report has sug-
gested several ways in which this might be done, includ-
ing: improving the work environment, soliciting civil servant
participation in developing performance measurement crite-
ria and restructuring compensation/incentive schemes that
take civil servant aspirations as well as needs into account.

Further research and more extensive in-country investiga-
tions in cooperation with NAPA and other relevant researech
bodies need to address in more detail those historical and
cultural aspects that determine to a large extent the develop-
ment and current functioning of the Vietnamese CS. A deep
understanding of Vietnam’s cultural context and administra-
tive tradition, a ‘humanistic bureaucracy’ (Dang, 1966) with
roots in both the Chinese administrative tradition and the
French legalistic system, is indispensable when aiming to
formulate recommendations that are sensitive to and feasi-
ble in the Viethamese context. Additionally, further research
would also be useful on culturally appropriate forms that
could be drawn on for enhanced citizen participation in the
design and performance monitoring of key public services.

Further, extensive empirical data need to be collected to
guide decision-making and implementation on a number of
issues. These issues include, among others: a comparative
analysis of productivity in the private and public sectors,
data to support right-sizing decisions in various sub-sectors
of the CS, and a demographic analysis to determine the pro-
file of those civil servants who are, or are most likely to be,
part of the ongoing brain-drain to the private sector. Finally,
decision-makers will also need to take into account regional
differences within Vietham when formulating context-sen-
sitive policy. To this end, it is recommended to collect and
analyze data on the size, cost, recruitment and performance

management practices, compensation and incentive poli-
cies, and effectiveness of CS agencies at the commune,
district and provincial levels, including assessments of at-
tempts to introduce position-based elements in Vietnam’s
CS and the types of officials being lost to the private sector
brain drain. There is also a need to do further comparative
research on transitions from career-based to position-based
services in other countries and how they have dealt with
retention and recruitment objectives and restructured per-
formance management.

Whatever reform measures the GoV ultimately decides on,
it will be crucial to sequence their implementation aptly, in
order to maximally exploit synergies and avoid conflict be-
tween individual reform measures as much as possible®.
For example, it is recommended to address issues of right-
sizing before wages and incentive packages are increased
in order to maintain the overall wage bill at a manageable
level.

Finally, it is recommended to collect baseline data on the
state of the Viethamese CS at the beginning of the reform
effort. This could be done by collecting data on one or two
indicators per reform objective. As the implementation pro-
gresses, these data will be key for measuring and demon-
strating the success and pace of the reforms, and identifying
the areas in which efforts need to be stepped up or imple-
mentation needs to be modified.

9 For more on reform sequencing, see Painter, 2006.
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Appendix |: Performance Measurement in the Public
Sector in Southeast Asia

Within the Southeast Asian region there is considerable
variation in practices of performance measurement in the
public sector. At one end of the spectrum are Singapore and
Hong Kong, who have over the last two decades gradually
embraced the concept of performance management for
better public service delivery. At the other end are countries
like Vietnam and China, with no explicit and systematic
performance evaluation tools and where civil services
operate in a rather discretionary manner that risks allowing
for patronage politics and political interference. In between
are a range of countries including Cambodia, Thailand, and
the Philippines, which are at various stages of experimenting
with performance- and result-oriented practices to improve
the quality of their civil services.

In the case of Singapore, Jones (2001) outlines existing
practices in measuring performance and using the data
collected in this manner to improve service delivery.
Performance measurement in Singapore is a four-step
process that involves developing relevant indicators, setting
quantifiable targets based on the indicators, measuring
performance on these indicators and lastly evaluating
results against the set targets. Four main types of indicators
have been developed for this purpose. They measure
output volume, output quality, efficiency and effectiveness
respectively. In an innovative move, the government of
Singapore has linked performance measurement to its
program of “Budgeting For Results (BFR)” by, among
other things, making budgetary allocations to individual
departments contingent on their performance.

Hong Kong’s Mass Transit Railway Corporation (MTRC)
provides an example of the utility of rigorously collected
performance data. Schiavo-Campo and Sundaram (2001)
describe performance measurement as the pivotal first
step towards benchmarking. The MTRC established a
global consortium of twelve major metropolitan railways
called the Community of Metros (COMET) and applied
a jointly constructed set of 18 performance indicators in
order to determine ways in which it could improve its own
performance, which it went on to do successfully (Ibid, p.
666).

Wescott and Jones (2006) discuss three major initiatives
taken by the government of the Philippines in recent years.
The first is a concerted effort to develop results-based
budgets, similar to the initiative in Singapore. The second

is performance measurement of Local Government Units
(LGUs). For this purpose the Department of the Interior and
Local Government (DILG) uses a Local Productivity and
Performance Measurement System (LPPMS) that is based
on technical and normative criteria. The resulting data are
used to compare local governments across the country in
a form of national benchmarking. Well-performing LGUs
are rewarded while weaker ones are given the capacity-
building attention they need. The success of this system has
influenced other departments and the LGUs themselves to
develop databases to measure their own performance. Third
is the creation of a Citizen Satisfaction Index System (CSIS)
that uses citizen feedback to evaluate service delivery at the
local level.

Lastly, Wescott and Jones (2006) highlight Cambodia’s
achievements specifically in the field of education where the
government has set national targets for school performance,
teacher assessment, gender equity, and student enroliment.
Provincial demand forecasting is used to ensure the
uninterrupted supply of education. Wescott (2003) briefly
discusses the role of the National Audit Commission (NAC,
previously the office of the Auditor General) in Thailand
in auditing public agencies for financial compliance and
performance. The NAC is required to report audit findings to
Parliament and the public.

In conclusion, Vietnam’s neighbors have initiated interesting
experiments in the area of performance measurement
from which Vietnam can derive lessons for monitoring and
ultimately improving the quality and performance of its own
public sector.
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Appendix 2:Vietnam List of Interlocutors from Vietnam

List of Interviewees in Hanoi,Vietnam

* Asian Development Bank
* Dao Viet Dung, Reform Officer
* Do Xuan Truong, Independent Consultant
* Embassy of Belgium
* Patrick De Bouck, Minister Counsellor
* Embassy of Sweden
® Christian Lien, First Secretary,
Development Cooperation Section
e Embassy of the United States of America
e James D. O’Connor, Political Officer
* Institute of State and Law, Vietham Social Science
Academy
* Bui Nguyen Khanh
*  Ministry of Foreign Affairs
* Vu Quang Minh, Director General,
Economic Affairs Department
*  Ministry of Home Affairs
e Tran Van Ngoi, Deputy Director General,
Institute on State Organizational Science
_ * Le Anh Tuan, Deputy Chief of Department,
26 Institute on State Organizational Science
*  Ministry of Labor, Invalids and Social Affairs
¢ Nguyen Manh Cuong, Director General for
Labor Relations
* National Academy of Public Administration
* Nguyen Trong Dieu, President
* Vo Kim Son, Dean, Faculty of Organization
and Personnel Management
* National Assembly
e Nghiem Phong Vu, General Officer
* Nguyen Si Dzung, Vice-Chairman
* Swiss Agency for Development and Cooperation
e Dao Minh Chau, Senior Programme Officer
* UNDP
¢ Jairo Acuna-Alfaro, Policy Advisor,
PAR&AC
* Trinh Tien Dung, Assistant Country
Director, Head of Governance Unit
* US-ASEAN, Business Council, Inc.
* Thanh T. Vu, Chief Representative
e USAID
e Jim Winkler
* Vietnam National University
* Nguyen Quoc Viet, College of Economics
* Vietnam News Agency
* Le Quoc Minh, Acting Director, News
Department for Foreign Service
* The World Bank
* James Anderson, Senior Governance
Specialist

Maria Delfina Alcaide Garrido, Governance
Specialist

Abbreviated List of Participants in International
Videoconference between Princeton University
and NAPA,Vietnam

e NAPA

Professor Nguyén Trong Diéu, President
Professor Nguy&n Hiru Khién, Vice
President

Professor Binh Van Mau, Vice President
Professor Dinh Van Tién, Vice President
Professor Vo Kim Son, Dean

NAPA Trainers and Staff

Mr. Tran Anh Tuan, Director, Institute of
Science and Organization of State

Mr. Tran Anh Tuan, Director, Department
of the Civil Servants

* International Organizations

Mr. Jairo Acuna, Policy Advisor, UNDP
Ms. Do Thi Than Huyen, Policy Support
Officer, UNDP

Mrs. Donnatella Pribatz, UNDP

Mr. Dao Viet Dung, Governance Advisor,
Asian Development Bank

Ms. Maridel Alcaide, Governance
Specialist, World Bank

Mrs. Dorte Chortsen, Counsellor, Political
and Economics, Embassy of Denmark
Mrs. Snofrid Emtrud, First Secretary,
Embassy of Norway

Ms. Trai Dung, Programme Officer,
Embassy of Norway

Ms. Emmanuelle Boulestreau, Deputy
Counsellor, Embassy of France

Ms. Vinh Ha, Programme Officer, Embassy
of France

Mr. Antonio Pelaez, Governance Advisor,
Spanish Agency of Cooperation

Mrs. Tran Thi Lan Huong, Program
Coordinator, Embassy of Finland

Mr. Imai Junichi, Programme Officer,
Japan International Cooperation Agency
Mrs. Deidre Yukich, Governance Specialist,
CIDA-Canada

Ms. Le Thu Hien, Program Officer, Asia
Foundation

Ms. Nguyen Thu Hang, Assistant
Programme Officer, Asia Foundation

Mr. Dao Minh Chau, Governance Advisor,
Swiss Development Corporation
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General Questions

What do you think is/should be the primary
characteristic of a civil servant?

From your experience, is promotion mostly based
on seniority or achievement?

Is specialization of skills encouraged in the

Vietnamese CS, and if so, how?
Do you have any estimates on CS attrition rates?

Would experience or qualifications such as
educational attainment be more highly weighted in
terms of promotion in the CS?

Why was there a need for a Civil Service Law to
replace the Ordinance on CS? In your opinion,
what was the biggest change in the law?

What perceptions do the general public hold on CS
remuneration, size, recruitment and effectiveness?
Are these views different between younger and
older generations?

Recruitment for Central Government

Roughly what proportion of entry- and mid-level
CS positions are non-career (position-based)?

Are efforts being made to include underrepresented
groups? What is your perception of the trend of
women’s participation in the CS?

Does the government advertise openings for
positions (entry, mid, senior) to the general public?
If so, what sort of media does the government use?

How much consideration is prior work experience in
recruiting for various positions?

Is party membership a factor in being recruited into
the CS?

What criteria are used in recruiting?

Towhatdegree do agencies do their own recruitment
versus a centralized recruiter?

What do the entry examinations consist of? How are
the results presented to the CS and the candidate?
Are the results made public? What is the weight
of the score or ranking in the final decision to

10.

11.

12.

13.

14.

15.

Appendix 3: Interview Questions for Field Work

hire/promote a candidate? What other factors are
considered?

Are candidates interviewed for positions? What is
the content of the interviews? Are there notes kept
during the interview? Does the candidate have
knowledge of the decision-making process for their
results?

According to the law, promotion requires taking an
exam. Is this being done at present, and what is the
content and who chooses it?

Are there some factors that make CS positions more
attractive than the private sector? What measures
has the government taken to make CS recruitment
more competitive with the private sector?

How often do people in the private sector move into
the public and for what reasons?

Are there age limits for any positions?
In reality, does the buying of positions take place?

Are the majority of senior appointments political
appointments or career bureaucrats?

Incentives

Where can we find information on the current pay
system and grade classification?

What are the allowances being paid? What are the
in-kind benefits? Do these vary across agencies?

How are pay raises decided/implemented? Are
they annual and/or based on performance?

In your opinion, has pay in the CS gone down
relative to the private sector?

Roughly speaking, how do pensions for civil
servants work?

Is there a difference between non-financial
incentives and salary for permanent and contractual
employees with the same rank? Is the wage scale
flexible enough to accommodate people coming
from the private sector?

In your opinion, how much of an incentive is
promotion for civil servants relative to other financial
and non-financial incentives?

2008-09
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10.

Inyouropinion, is the current compensation package
sufficient for recruiting, retaining and motivating
employees with the right qualifications, particularly
with respect to private sector compensation?

In your opinion, do you feel that wage compression
is occurring (the difference between the highest
and lowest salary is decreasing)?

How is the calculation for the minimum wage for civil
servants derived? In your opinion, is the minimum
wage sufficient?

Performance Management

Could you please describe how the government
currently manages performance? Does the system
work differently for contractual employees?

What are the current performance measurement
metrics? Is there flexibility in adapting the content of
the performance evaluation to the specific agency?
Might individual agencies be able to choose their
own metrics?

Are the results of the performance measurement
of contractual employees used to renew their
contracts?

Can contractual employees become permanent
employees based on their performance?

Is the performance measurement part of a broader
monitoring exercise of the employees’ performance?
Is it done quarterly, annually, biannually?

Do performance evaluations affect promotion
prospects or pay, and if so, how?

Do two consecutive bad ratings lead to firing (as the
Civil Service Law proposes)?

In your opinion, how do employees and supervisors
view performance management?

Implementation of Civil Service Legislation in Vietnam
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