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Foreword

In December 2007, the Ministry of Labour, Invalids and Social Affairs of Vietham (MOLISA)
signed a Memorandum of Understanding (MOU) with the ILO. The primary aim was to provide
MOLISA with policy advice and capacity building to support the integration of decent work and
employment policies and strategies into Vietnam’s national development framework. More
specifically, this meant ILO’s technical advisory services to MOLISA would be anchored in
Vietnam’s five-year Socio-Economic Development Plan (SEDP) for 2006-2010 and the ten-year
Socio-Economic Develoment Strategy (SEDS) for 2011-2020 and the new phase of SEDP
(2011-2015). This MOU was followed by an ILO mission to Hanoi in September 2008 that laid
the groundwork for intensive collaboration between the ILO and MOLISA on the process and
content of formulation of Vietnam Employment Strategy 2011-2020 and in mainstreaming
employment issues in the SEDS and SEDP. A number of tripartite consultations were held since
September 2008 to identify priorities, following which several thematic studies were prepared by
international and national consultants. These studies — please see attached list - were peer

reviewed in workshops and seminars before being finalized.

This study offers a prognosis of the likely evolution of migration pressures, both internal as well
as international, as the country is transformed into a middle-income economy and passes through
development stages similar to those experienced by its neighbors in the region. Over the past ten
years, Vietnam’s urban population has grown by over 7.5 million with over 77 percent of the
growth accounted for by new migration. The prognosis is for this population redistribution to
gain even more momentum over the coming decades given continued rapid growth of Vietnam’s
industrialization, with its uneven spatial dimensions, and the income gaps between regions which
have already markedly widened since the start of economic reforms. The authors examined the
evidence on how household incomes and income distribution have been affected by migration
through remittances generated. From this analysis the paper goes on to assess the implications
for internal as well as international migration policies and institutions in Vietnam, identifying the

challenges these pose to national and local authorities. The paper concludes with some



suggestions on how the government may respond with measures to facilitate productivity-

enhancing mobility of workers and protect the rights of migrants and their families.

This study offers a number of recommendations for policies and institutions for employment
promotion. The recommendations reflect ILO inputs to the Vietnam Employment Strategy 2011-
2020. They also reflect the main outcomes of the several rounds of consultations that were
undertaken in formulating the strategy which were led by MOLISA and included other
ministries, in particular MPI, the National Assembly, Workers and Employers’ organizations and
key academics and researchers. Financial support from the Employment Policy Department of
the ILO is also gratefully acknowledged.

This study offers a number of recommendations for policies and institutions for employment
promotion. The recommendations reflect ILO inputs to the Vietham Employment Strategy 2011-
2020. They also reflect the main outcomes of the several rounds of consultations that were
undertaken in formulating the strategy which were led by MOLISA and included other
ministries, in particular MPI, the National Assembly, Workers and Employers organizations and
key academics and researchers. Financial support of some of the research documents and the
findings based on workshops by the EU/MoLISA/ILO Labour Market Project are also gratefully

acknowledged.

This policy paper synthesizes the main elements of ILO technical support to MOLISA on how to
manage labour migration in coordination with a number of other government ministries and
institutions. It provides the foundation, based on a process of intensive collaboration with the
government and social partners in Vietnam, for a coherent socio-economic framework for

productive employment generation.

Dai Dong Rie Vejs-Kjeldgaard
Director Director
Bureau of employment, MOLISA ILO Country Office for Viet Nam
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Executive summary

Vietnam is a clear economic success story in East Asia in the past two decades, following
only China. The country has averaged more than 7 per cent annual GDP growth since 1990,
led by industry. From 1990 to 2009, industry’s share in Vietnam’s output has expanded from
23 per cent to 39 per cent; from 1996 to 2007, industry’s share in employment rose from 11
per cent to 19 per cent.

By 2009, Vietnam was at roughly the same stage of development as Thailand had been in
1984, Indonesia in 1993, and China in 2000. Similar to these countries later on in their
development, the industry sector in Vietnam is expected to expand further in its share in both
output and employment. Continued export-oriented industrialization and foreign direct
investment (FDI) inflow will mean growth is likely to remain concentrated in urban areas,
possibly resulting in widening rural-urban income disparity. Currently, the bulk of the current
labour force — about 74 per cent — is in rural areas.

In the medium term, labour market tightening could be expected in Vietnam as a result
of economic growth and a flattening, if not declining, labour-force participation rate (as
households become richer). As this happens, there will be upward pressure on domestic wages
and for more full-time employment. Internal migration is likely to intensify. In the longer run,
if the country is able to sustain its growth, there will likely be less need for outward international
labour migration, but possibly greater pressure for inward migration from neighbouring
countries.

Internal migration

From 2004 to 2009, there were an estimated 6.6 million internal migrants in the country,
up from 4.5 million from 1994 to 1999, based on census figures. These are likely
underestimates because of classification issues. The internal migration flow has been primarily
from rural to urban areas, though rural-to-rural, and urban-to-rural flows also occur.

Based on the Vietnam Household Living Standard Survey (VHLSS) 2006, 88.5 per cent
of all households received domestic remittances, though most received only a small amount
relative to their total income. Only 11 per cent of all households relied on remittances for at
least 25 of their total income, and only 4 per cent for at least 50 per cent of their total income.
However, it is the poorer households who are most dependent on domestic remittances.

Though internal migration confers many benefits, especially domestic remittances and a
more efficient allocation of labour, it also entails costs. Large-scale internal migration will result
in congestion and severe pressure on infrastructure, including historically and culturally
important communities and architecture. Without adequate preparation, it will result in
shortages in affordable housing and access to basic social services, an increase in pollution and
possibly the spread of petty crime. Policy-makers need to make informed decisions taking into
account the inherent trade-offs involved in internal migration.

Vietnam needs to put in place a coherent internal migration policy that takes into
account multi-stakeholder inputs (different government agencies, local governments, firms,
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non-governmental agencies, and current and potential migrants). In the past, such a
podicy has been dominated by security concerns. There is a need to move away from this and to
enable a more flexible labour force and to raise the benefits of internal labour migration by
removing obstacles to productivity-increasing labour movement (for instance, by making sure the
constitutional and legal guarantees to free movement of all workers are in place and are sufficient),
by ensuring adequate service provision in areas with a large concentration of migrant workers
(including services that will be accessed not just by the migrant workers, but also by their families,
if any, such as education for their children), by better planning to avoid congestion, and by
reducing the costs of remittances while speeding up their processing.

International migration

There is no definitive estimate of the number of Vietnamese international temporary
migrant workers. Estimates vary from 300,000 to 500,000 international migrant workers (not
including permanent settlers and refugees) currently employed in foreign countries. However,
there appears a clear trend of increasing international migration based on official figures on annual
gross outflow of registered workers.

According to the World Bank, foreign remittances to Vietnam have been substantial and on
an almost continuous upward trend, from U$2 billion in 2001 to US$7.2 billion in 2008." A
substantial part of these remittances is received, not from temporary overseas workers, but rather
from the Vietnamese permanently residing abroad. These remittances, which are said to already
surpass FDI and official development assistance, have lately accounted for no less than 7 per cent
of gross national product (GNP) and are clearly very important to maintaining Vietnam’s external
balance.

According to the VHLSS 2006, only 6.9 per cent of Viethamese households — or 1.4
million households — received some amount of foreign remittances in 2006. Only 3.2 per cent of
households received foreign remittances that were at least 25 per cent of total income; and 1.5 per
cent were at least 50 per cent. Only 0.5 per cent received foreign remittances that were at least 75
per cent of total income, and only a very few were completely dependent on foreign remittances. It
is the higher-income households that are typically the most dependent on foreign remittances.

As Vietnam’s economy grows in the coming decade, there are two views as to how this will
shape up international migration in the country. One view is that the demand for international
migration will increase further, as the growing prosperity allows more people to afford the costs
associated with international migration. The other view is that the demand for international
migration will decline as domestic wages catch up to international wages, taking into account the
risks and disutilities associated with international migration. Both tendencies are likely to be true
and operative at the same time, but the former is expected to lose significance as domestic wages
and incomes catch up with those offered abroad.

" The World Bank has no record of remittances to Vietnam for earlier years.
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Vietnam’s Employment Strategy 2011-20 will need to take explicitly into account the likely
emigration of workers over the coming decade, its impact on the domestic labour market, on the
incomes and welfare of families and communities receiving remittances, and their implications for
policies and programmes. The Vietnamese Government has already announced a policy of
promoting emigration from poor districts and from ethnic minorities through subsidies. Each of
these mechanisms entails supporting policies and resources, such as opening more job placement
centres in the poorer regions as well as training centres for skills in demand abroad; encouraging
mobile phone service providers to also serve as low-cost funds transfer operators; and providing
guarantees for small loans to help migrants obtain bank financing for their migration. More
generally, however, by easing competition within the domestic labour market, overseas migration
should already have the effect of giving more of the poor and the less-skilled workers better
chances at obtaining domestic employment.
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1. Introduction

All indicators point to continuation of Vietnam’s rapid economic growth well into the
present decade and possibly beyond. Vietnam still has a large labour reserve since agriculture still
absorbs some 23 million — about half of the country’s workforce — but the last few years have
seen the creation of between 800,000 to 900,000 new jobs each year, about a third of them in
manufacturing. Even with conservative assumptions about the growth elasticity of employment,
it is likely that the economy will start to experience a tightening of its labour market and a more
widespread rise in real wages by the middle of the decade. The concentration of investments,
especially in some regions like the Red River delta, Ho Chi Minh City (HCMC) and the
south-east have already led to fast widening of income gaps with other provinces and to rising
internal migration, particularly from rural to urban areas. Growing labour mobility, both
internal as well as international, poses new challenges for the public authorities and policy
planners, particularly in terms of removing obstacles to productivity-enhancing movements,
maintaining standards of employment and avoiding congestion, which can have high social
costs.

In this report, our general aim is to inform Vietnam’s Employment Strategy for the next
decade in the area of migration policy, both internal and international. We first review the
country’s current economic and employment situation. By comparing Vietnam’s economic
transformation to that of its neighbours in the region during similar stages of development, we
offer a prognosis of the likely evolution of its economic and employment structure. Next, we
focus on Vietnam’s experience with internal migration (estimated to have risen by 47 per cent
over the last decade) and draw on the VHLSS 2006 to examine its impact on migrant
households, especially relative to non-migrant households. We assess the likely implications of
growth on future migration and migration policy and institutions in Vietnam. We do the same
analysis for international migration, the impact of remittances on household incomes and on
income distribution, and the likely impact of development on future outflows. We conclude
with a discussion of the challenges that internal and international migration pose to national
and, more importantly, to local authorities, and offer some suggestions on how they may
respond with measures to facilitate productivity-enhancing mobility of workers and to better
protect the rights of migrants and their families.

1.1 Vietnam’s economy

Vietnam is the other clear economic success story in developing East Asia in the last two
decades, following only China. Similar to China, Vietnam has reaped the economic benefits of
freeing its markets gradually even as it maintains an overall socialist framework. This has
enabled the country to experience a surge in FDI, stimulated domestic enterprises and allowed
the country to attain impressive and, so far, relatively robust growth. Since 1990, the country’s
annual GDP growth has averaged upwards of 7 per cent and never slipped below 4.8 per cent
even during two severe recessions in the wider economy — the Asian financial crisis in the late
1990s and the more recent global financial crisis. Figure 1 clearly illustrates the high level and
stability of Vietnam’s growth relative to other South-East Asian economies, such as Indonesia,

Malaysia, the Philippines and Thailand (the graph also includes China for comparison).
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Figure 1. GDP growth: Vietnam, other ASEAN and China
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Source: World Bank, World Development Indicators.

From 1990, among South-East Asian countries, Vietnam has grown the highest in terms
of standard of living, as measured by comparable per-capita GDP, growing at an average of 6
per cent per year, which is more than double the growth in Indonesia, Malaysia, the Philippines
and Thailand, and higher even than the growth in Cambodia and Lao People’s Democratic
Republic (Lao PDR), both of which are growing from a lower base’ (figure 2 illustrates this
point). This has allowed Vietnam to do some catching up with the region’s richer countries,
though it is in fact still poorer in terms of per-capita GDP than most other South-East Asian
countries (the exceptions being Cambodia, Lao PDR, Myanmar and Timor-Leste). As of 2009,
per-capita GDP in Vietnam was still only one-fifth of Malaysia’s, less than two-fifths of
Thailand’s, seven-tenths of Indonesia’s, but 31 per cent and 55 per cent higher than Lao PDR’s
and Cambodia’s, respectively. Vietnam’s per-capita GDP bears closest resemblance to that of
the Philippines, compared to which it is only 17 per cent lower (see figure 3).

Comparable per-capita GDP pertains to GDP per capita in the purchasing power parity (PPP) dollar (constant
international 2005 $) sourced from the World Bank.
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Figure 2. Average annual per-capita GDP growth (%) (1990-2009)
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Figure 3. Vietnam per-capita GDP as fraction of other countries
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At this stage of its development, and because of its socialist history, income inequality is

not yet severe in Vietnam and, consequently, growth has benefited the poor relatively more.’
Extending the comparison with the Philippines, for instance, poverty incidence is lower in

’ The poorest 20 per cent of the population in Vietnam received 7.1 per cent of total income; in the Philippines, the

poorest 20 per cent of the population received only 5.6 per cent of total income. But, as the experience of China has shown,
inequality can rise very rapidly as the reliance on the free market increases and with greater economic success.
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Vietnam, despite the aforementioned advantage of the Philippines in per-capita GDP level.
According to the World Bank, in 2006 the US$1.25-a-day poverty incidence in Vietnam was
21.5 per cent compared to 22.6 per cent for the Philippines.’

The extent to which such gains in poverty reduction can be sustained will depend largely
on the nature of the economic growth Vietnam will experience in the future and the capacity of
the population, particularly the poor, to participate in that growth.

Economic growth in Vietnam has so far followed the textbook case of being led initially
by agriculture and then subsequently driven by industry — the same path that was previously
taken by other East Asian “tigers”.” As a share of GDP, the industry sector in Vietnam has
expanded from 23 per cent in 1990 to 39 per cent in 2009 (figure 4). Its share was in fact
higher in 2006 at 42 per cent, but has since contracted as a consequence of the reduced demand
for its manufactured goods due to the global recession. Meanwhile, agriculture as a share of
GDP has narrowed from 39 per cent in 1990 to 22 per cent in 2009, almost exactly the reverse
of the trend in agriculture.

To a lesser degree, the employment structure in Vietnam has been mirroring the changes
in the economic structure. Comparable data on employment structure are available only from
1996 to 2007, as shown in figure 5. These more limited data show the share of agriculture in
total employment narrowing from 70 per cent in 1996 to 52 per cent in 2007, whereas the
share of industry expanded from 11 per cent to 19 per cent. Comparing the economic and
employment structure patterns, one can see that they differ in the more pronounced expansion
of the share of the services sector in the latter — from 19 per cent in 1996 to 29 per cent in 2007
— indicating that the growing prosperity has been translating into greater demand for service
workers, such as in trade, hotels and restaurants, and education and health services, but that so
far these have been limited primarily to low-value service work.

4

Based on the UNDP’s Human Development Report 2010, Vietnam also had a higher life expectancy rate than the
Philippines (74.9 compared to 72.3, respectively) but lower mean years of schooling (5.5 compared to 8.7, respectively).

> Indonesia, the Republic of Korea, Malaysia, Thailand, for example. The Philippines is different in that recent economic
growth was driven primarily by the services sector.
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Figure 4. Share of sectors in total GDP, Vietnam (1990-2009)
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Figure 5. Share of sectors in total employment, Vietnam
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1.2 Vietnam vis-a-vis China, Indonesia and Thailand at the same development
stage

It may be possible to glimpse what is in store for Vietnam in the near future by looking at
other countries in the region when they were at the same level of development Vietnam is at today.

In terms of real per-capita GDP level, in 2007 Vietnam appears to be at the level China was
in 1998, where Indonesia was in 1992, and where Thailand was in 1985, which is at real
per-capita GDP of about PPP$3,500 in 1996 prices’ (see table 1). Not only was Vietnam of
approximately the same income level, but the table also shows it is very close in terms of economic
structure to China and Indonesia at that stage in their development, with agriculture having about
a 20 per cent share in the economy and industry and services each having close to a 40 per cent
share. Thailand’s economic structure was different because it possessed, even at that time, a very
robust tourism sector, and thus a huge services sector. More importantly, at that stage of their
development, in all the four countries, the industrial sector was propelling their growth, as in
Vietnam at present. In terms of employment structure, Vietnam in 2007 and Indonesia in 1992
were also quite similar, with agriculture comprising slightly more than half of total employment,
services comprising about 30 per cent, and industry comprising less than 20 per cent.

Table 1. Vietnam in 2007 vis-a-vis China, Indonesia and
Thailand at the same stage of development

Real per-capita GDP 3,743 3,575 3,625 3,713
(Penn World Table)1991

1Share in GDP

Agriculture 20.4 17.6 18.7 15.8
Industry 41.5 46.2 39.6 31.8
Services 38.2 36.2 41.7 52.3
Share in employment

Agriculture 52.2 - 54.9 866.0
Industry 19.2 - 14.1 12.0
Services 28.6 - 30.9 22.0

Source: World Bank, World Development Indicators; Global Development Finance data.

Simultaneous comparison of per-capita GDP and economic and employment structure for these countries is possible

only up to 2007, since more recent data are not yet available.
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Table 2 shows what happened to per-capita GDP, the economic structure and the
employment structure in these three comparator countries one decade after they were at the same
level as Vietnam was in 2007. It shows the per-capita GDP of China (in 2007) more than
doubling, Thailand’s (in 1994) rising by 90 per cent, but Indonesia’s (in 2001) going up by only
17 per cent, as it fell victim to the Asian financial crisis.” But, more importantly, the table shows
the countries maintained their momentum towards enlarging their shares of the industrial and
services sector in output and employment, despite widely divergent growth paths.® A decade after
they were at the real per-capita GDP level Vietnam was in 2007, Indonesia and Thailand evolved
so that agriculture accounted for less than half of total employment, services for more than a third,
and industry for almost a fifth.

Table 2. China, Indonesia and Thailand one decade after they were at same level as

Vietnam in 2007
Real per-capita GDP 8,511 4,243 7,061
(Penn World Table)1991
Share in GDP
Agriculture 110.8 15.3 9.5
Industry 47.3 46.5 40.7
Services 41.9 38.3 49.7
Share in employment
Agriculture - 43.8 46
Industry - 18.7 18.8
Services - 37.5 35.1

Source: World Bank, World Development Indicators; Global Development Finance data.

1.3 Economic prospects

What is the economic outlook for Vietnam? Based on growth forecasts of international
organizations and private forecasting firms, post global crisis, the prognosis for Vietnam’s economy
is bright (table 3). The Asian Development Bank (ADB) predicts Vietnam’s GDP to grow 7 per
cent in 2011. The World Bank more recently predicted GDP growth in the country to be 6.5 per
cent in 2011 and 7 per cent in 2012. International lending organizations like the ADB and the
World Bank typically make conservative estimates due to the nature of their relationship with
debtor countries: they are usually pushing for reforms they believe will raise the countries’ growth
further, particularly in the longer run.

7 As did Thailand, for that matter.

®  Thailand’s and China’s GDP grew more than 9 per cent per year in their respective decades, while Indonesia’s

grew less than 4 per cent on average.
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When one looks at the projections of private forecasting firms, they are even more
optimistic about Vietnam’s future. The Economist Intelligence Unit (EIU) predicts GDP growth
to be 7 per cent in 2011 and to rise gradually to 7.4 per cent by 2014. The projections of Business
Monitor International (BMI) in its Vietnam Business Forecast Report are even higher — from 8.8
per cent in 2011 and to no lower than 8 per cent until 2018 (see table 3). The Vietnamese Prime
Minister, Nguyen Tan Dung, himself has been quoted as saying that the Government is targeting
economic growth of between 7 and 8 per cent from 2011 to 2020.°

All the forecasts assume that the industry sector, especially export manufacturing, will be the
main engine driving future economic growth (ADB, 2010; World Bank, 2011; EIU, 2010; BMI
2009), as was the case prior to the global financial crisis. The EIU projects industry growth will
rise from 6.8 per cent in 2011 to 10.5 per cent in 2014 (EIU, 2010). BMI expects the
manufacturing sector’s share in the economy to rise from the 20 per cent level at present to 40 per
cent by 2018 (BMI, 2009). All these projections, however, are attached with the important caveat
that they depend on how Vietnam addresses infrastructure constraints, such as in energy and
transportation, and the expected shortage in skilled labour in the near future.

Table 3. Various GDP growth forecasts for Vietnam

2011 7.0 6.5 8.8 7.0
2012 - 7.0 8.2 7.1
2013 - - 8.0 7.1
2014 - - 8.0 7.4
2015 - - 8.0 -
2016 - - 8.0 -
2017 - - 8.0 -
2018 - - 8.0 -

Source: ADB, Asian Development Outlook 2010 Update; World Bank, Global Economic Prospects, Jannary 2011;
Business Monitor International; Economist Intelligence Unit, February 2070.

News report: “Vietnam to achieve annual economic growth of 7-8% in next 10 years”; see:
http://www.glory.com.vn/view-content/2399.index.html?lang=en.

11




The economic prospects of Vietnam and
what it means for migration policy

1.4 Labour market prospects

What does the economic outlook imply for the future of the labour market? The
relationship between economic growth and job creation is usually measured by what is known as
the employment elasticity of growth. Put simply, this refers to the percentage change in total
employment resulting from a 1 per cent growth in GDP.

Various researchers have estimated the employment elasticity of growth in Vietnam in the
recent past and have found it to keep within a very narrow range of from 0.3 to about 0.4. Son
(2005) estimated employment elasticity of growth to be at 0.37 from 1998 to 2001. Dinh et al.
(2009) placed employment elasticity at 0.38 using data from 2000 to 2007. The Ministry of
Labour, Invalids and Social Affairs (MOLISA) estimated employment elasticity at a lower 0.32.

For example, if we assume that elasticity ranges from 0.3 to 0.4 as suggested by previous
computations, and assuming that there are currently 48 million employed people in the country,
this means that a 5 per cent growth in the economy will raise total employment by between
720,000 (48 million currently employed x 0.05 GDP growth x 0.3 elasticity) and 960,000 (48
million x 0.05 x 0.4). Of course, the employment elasticity of growth varies by sector, with the
services and industry sector typically exhibiting much higher employment responsiveness to
growth compared to agriculture. Son (2005) estimated the employment elasticity of services and
growth to be 1.78 and 0.89, respectively, whereas Dinh placed elasticity in industry at 0.84 and
services at 0.63.

Assuming that the employment elasticity of growth remains stable in the next decade, and
given reasonable projections about the growth in the working-age population and the labour-force
participation rate, it is in fact possible to make rough projections about the future tightness or
looseness of Vietnam’s labour market, and we make such projections in the exercise below.

We get our estimate of the baseline working-age population — 64.4 million in 2009 — from
the Labour Force Survey (LES) 2009 conducted by the General Statistics Office (GSO). We
assume that this working-age population will grow every year at the rate implicit in the ILO’s
working-age population projections in its labour statistics database (LABORSTA)" (we do not use
LABORSTA’s level projections because of its substantial difference from the LES 2009 estimate —
higher in the former by about 1 million people). To this working-age population projection, we
apply a fixed estimate of the labour-force participation rate of 76.5 per cent from the LES 2009 to
come up with the predicted total labour force to 2020. Note that this is a conservative estimate. In
the process of economic growth, and as observed in many countries, the labour-force participation
rate typically goes down. Again, we could have but did not use LABORSTA’s projections of the

total labour force because it is already very widely off the mark in its estimates.

1 The working-age population is expected to grow by 1.6 per cent in 2010 and to subsequently grow by an

increasingly small magnitude so that, in the 2019-20 period, it is expected to grow by only 1.2 per cent per year.

! For 2009, LABORSTA places the labour-force participation rate in Vietnam at 71.9 per cent (47 million
people) and projects gradual decline from that level in the years leading up to 2020. This is so much lower than the
76.5 per cent estimated in the LES 2009 (49.3 million people) that it is probably not very useful for Vietham
policy-makers and may be misleading.
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We carry out our projections about the future state of the labour market under different
scenarios on GDP growth and employment elasticity of growth. Utilizing the GDP growth
forecasts in table 3, we assume the cases where GDP growth is fixed at 6 per cent annually, then 7
per cent annually, and finally 8 per cent annually, to 2020. Similarly, using the employment
elasticities cited earlier, we look at three possible scenarios: first, where employment elasticity of
growth is at 0.25 (low assumption), then where it is at 0.3 (medium assumption), and finally at
0.35 (high assumption). Note that these are conservative estimates of the elasticity relative to what
were cited in the studies earlier.

The results for the medium assumption, or where the employment elasticity of growth is assumed
fixed at 0.3 up to 2020, are shown in table 4. The fourth to sixth columns show the predicted total
employment at, respectively, 6 per cent, 7 per cent, and 8 per cent annual GDP growth. The
seventh to ninth columns — which have the heading predicted unemployment rate — give a
measure of the tightness of the labour market under the different growth scenarios. The table
shows that even under the lower-bound 6 per cent GDP growth per year, and assuming normal
growth in labour productivity, there will be strong pressure for the labour market to tighten by the
middle of the decade, and possibly even sooner if growth is higher."

Annex tables 1 and 2 show the results for the low elasticity assumption (0.25) and the high
elasticity assumption (0.35), respectively. Here it is clear that it is only in the first case and only
where GDP growth is fixed at 6 per cent that severe labour market tightness does not occur until
the end of the decade. In all other scenarios, severe labour market tightness is predicted as early as
the middle of the decade. Note that these results are contingent on the assumption that labour
productivity grows at the historic level. If labour productivity suddenly grows much higher, which
appears unlikely in the short term, it is possible that labour tightness does not ensue.”

2 One must be careful in interpreting the figures. They are better read as indices of the predicted tightness (the

lower the tighter) of the labour market rather than predictions of the unemployment rates themselves.
o One only need remember Malthus’s failed projections of subsistence living resulting from a geometrically
growing population and an arithmetically growing food supply because he failed to account for technological
progress.
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Table 4. Labour force and unemployment rate projections, at 0.3 employment elasticity

6% 7% 8% 6% 7% 8%

2009 64,421 76.53 49,302 48,015 48,015 48,015 2.6 2.6 2.6
2010 65,439 76.53 50,080 48,879 49,023 49,167 2.4 2.1 1.8
2011 66,473 76.53 50,872 49,759 50,053 50,347 2.2 1.6 1.0
2012 67,507 76.53 51,663 50,655 51,104 51,556 2.0 1.1 0.2
2013 68,541 76.53 52,454 51,566 52,177 52,793 1.7 0.5 -
2014 69,575 76.53 53,246 52,495 53,273 54,060 1.4 - -
2015 70,609 76.53 54,037 53,440 54,391 55,357 1.1 - -
2016 71,518 76.53 54,732 54,401 55,534 56,686 0.6 - -
2017 72,427 76.53 55,428 55,381 56,700 58,046 0.1 - -
2018 73,336 76.53 56,124 56,378 57,891 59,440 - - -
2019 74,245 76.53 56,819 57,392 59,106 60,866 - - -
2020 75,154 76.53 57,515 58,425 60,347 62,327 - - -

* Working-age population (W.AP) projections computed by applying 1L.O-projected W.AP growth rate to WAP 2009
Srom LLES 2009. 11O WAP levels not used because of poor correspondence with Vietnam 1.FS figures.
**_abour-force participation rate assumed at 2009 level from 1.FS 2009.

1.5 Labour supply prospects

The previous section predicted — based on computations in table 4 — a possible tightening of
the Vietnam labour market within the decade, as growth in the demand for labour outstrips the
growth in labour supply. The labour supply projections assumed a fixed labour-force participation
rate of 76.5 per cent, which is the level observed in 2009, arguing that this is a conservative
estimate since the labour-force participation rate tends to go down after a country attains a certain
level of per-capita income. But is this really the case and has Vietnam reached that level of
per-capita income?

Again, it will be instructive to look at the experiences of China, Indonesia and Thailand
immediately after they were approximately at the per-capita income level of Vietnam today. Figure
6 shows the labour-force participation rate in China from 1998 to 2008, in Indonesia from 1992
to 2002, and in Thailand from 1995 to 2005." The experiences of the three countries differ
somewhat. China experienced a continuous decline in labour-force participation rate in the decade
immediately after it was at the level Vietnam more-or-less is today. Meanwhile, the labour-force
participation rate in Thailand was quite stable for the first five years, and then underwent a
continuous decline immediately after. In contrast, the labour-force participation rate in Indonesia

14 . L .
Annex figures 1 and 2 show the labour-force participation rates for the three countries for men and women,

respectively.
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was relatively stable for the first six years, and then experienced a level increase afterwards. It
should be noted, however, that the hike in labour-force participation rate in Indonesia coincided
with the Asian financial crisis, when the Indonesian economy actually contracted.

Figure 6. Labour-force participation rate in comparator countries
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Source: World Bank, World Development Indicators.

If Vietnam’s growth path in the next decade is smooth, the pattern of its labour-force
participation rate will more likely resemble those of China and Thailand rather than that of
Indonesia. This means that, at most, it will likely be stable — possibly even increase by a little — in
the next few years, but that soon after it will likely begin declining. If labour-force participation
rate is likely to remain constant or to decline, geographical reallocation of the labour force may
need to intensify.

At present, it is estimated that youth aged 15-24 years have a 60.5 per cent participation
rate in the labour force. If we assume that over the next ten years there will be a 10 per cent
reduction in their participation (to 54.5 per cent by 2020) the projected labour force will be 56.7
million instead of 57.5 million (where participation rates are assumed to remain unchanged). The
reduced participation rate in this youngest age group will therefore mean a reduction of about 1.5
per cent in the overall 2020 labour force (see table 5). In order to offset this withdrawal of some
880,000 young people from the workforce, those aged 55-64 years must raise their participation
rate by about 9 percentage points since those in the middle age groups are unlikely to increase
further — their rates of participation of over 90 per cent are already high compared to other
countries.
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Table 5. Effect of reducing labour-force participation rate on size of labour force in 2020

15+ 64,421 76.5 49,301 57,515 75.4 56,681
15-24 15,181 60.5 9,186 8,887 54.5 8,005
25-34 13,952 92.8 12,949 15,494 92.8 15,494
35-54 23,430 91.8 21,502 24,191 91.8 24,191
55-64 5,707 70.0 3,997 6,964 70.0 6,964

65+ 6,151 27.1 1,669 2,027 27.1 2,027

* Assuming a 10 per cent reduction in youth participation in the workforce by 2020,

Regardless of what happens to participation rates, internal migration has to intensify to fill
the employment needs in industrial areas, because the bulk of new entrants into the labour force
this decade will be coming from outside the traditional growth centres. Table 6 shows, for 2009,
the regional distribution of the labour force and the total employed, as well as the regional
distribution of those who are set to join the working-age population this decade. The table shows
that, currently, Hanoi and the rest of the Red River delta plus HCMC and the rest of the
south-east have a combined 39 per cent share in both the total number of employed and the total
labour force. Industrial growth in this decade is still likely to be concentrated in the same regions,
and thus one would expect that they would take on a greater share of total employment. However,
as the table also shows, only 35 per cent of the new entrants (aged 5-14 years as of 2009) will be
coming from these regions — and only 34 per cent of the new entrants in the next five years (aged
10-14 years in 2009). If the growth areas are to maintain or increase their employment or labour
force share, there has to be a substantial movement of people from the rest of the country to these
areas.
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Table 6. Share of regions in Vietnam's current and future labour force, 2009

Northern mountains 13.7 13.5 14.8 14.7 14.8
Red River delta 16.0 15.9 14.0 14.7 13.3
South-central coast 21.7 21.7 22.9 24.7 20.9
Central highlands 5.9 5.8 7.7 7.6 7.8
South-east 8.1 8.1 8.0 7.3 8.8
Mekong River delta 20.0 20.1 19.5 18.9 20.2
Hanoi 6.9 6.9 6.5 6.3 6.9
Ho Chi Minh City (HCMC) 7.6 7.8 6.5 5.8 7.3
Total 100.0 100.0 100.0 100.0 100.0

Total in absolute number 48,014,897 49,301,913 14,603,476 6,983,070 7,620,406

Combined share of Hanoi,

HCMC, Red River delta and 38.7 38.8 35.1 34.1 36.2
south-east
Combined share of the rest 61.3 61.2 64.9 65.9 63.8

Source: 1.LFS 2009.

These results lead to several conclusions:

* First, there could be potent upward pressure on wages and for more full-time work,
especially in the areas and sectors where growth is concentrated and where skills needed are
in short supply.

= Second, and partly as a consequence of the first, the pressure for internal migration of
workers could be expected to intensify.

* Third, again, as a consequence of the first, as wages rise, there could be less pressure for
international migration, particularly to countries with relatively low wages and where the
workers needed are similar to those expected to be in great demand in Vietnam in the future
(e.g. Malaysia).

=  Fourth, and further down the road, if Vietnam’s economic success continues, there could be
pressure for inward labour migration to Vietnam coming from its poorer neighbours, as was
the experience, for example, of Thailand and Malaysia. In Thailand, in fact, inward labour
migration from Myanmar intensified in the early 1990s, which is less than a decade after it
was at the level Vietnam is at today.
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2. Internal labour migration

Internal labour migration has played a crucial role in Vietnam’s economic growth spurt and
achievement in poverty reduction in the past two decades (Phan and Coxhead, 2010; Dang, 2009;
Dang et al., 2010). Based on the 2009 census, the number of internal migrants during 2004—09
was conservatively estimated at 6.6 million, up from 4.5 million estimated in the 1994-99 period
based on the 1999 census (Marx and Fleischer, 2010).” The right to freedom of movement
guaranteed in the new Constitution, the passage of the new Law on Residence, and the reform of
the household registration system (Ho Khau) have removed the impediments to people migrating
to places offering better economic opportunities. Many studies confirm that the majority of
internal migrants are motivated in their movement by economic reasons, and tend to be young
and increasingly female (Dang, 2009; Phan and Coxhead, 2010; Marx and Fleischer, 2010).

The internal flow of people has been primarily from rural to urban areas, though
rural-to-rural migration and urban-to-rural migration have also occurred (Dang, 2009, citing the
Vietnam Asia-Pacific Center, 2008). As a result of large internal migration to urban areas, the
urban population is reported to have been growing at 3.4 per cent per year, compared to only 0.4
per cent per year for the rural population (Marx and Fleischer, 2010). So far, the movements have
been intra-regional and mainly to urbanized areas where capital is concentrated and where
industrial zones are located, which are mainly HCMC and surrounding provinces in the south,
and Hanoi and surrounding provinces in the north (Phan and Coxhead, 2010; Marx and
Fleischer, 2010). "

The censuses and the nationally-representative household surveys, which should be the
source of comprehensive data on internal migrant workers, are believed to substantially
underestimate the number of short-term and seasonal migrants. In the census (and it appears also
in the LES), the problem lies in the question that is intended to filter who should be counted as
migrants. Only those who resided in a different place five years before the survey date are counted
as migrants in the census, thus excluding more recent and shorter-term migrants.” In the
household surveys — such as in the earlier versions of the Vietnam [Household] Living Standard
Survey" — the problem relates to questions that are meant to filter who should be counted as
household members. Excluded as household members are other people related to the household
but who do not stay in the house for more than six months in the year, even if the only reason they
do not spend more time in the house is because they are employed in another province or
overseas.” And this is true even if they happen to send a substantial part of their earnings to their

“ It is conservative because it does not include shorter-term and seasonal migrants. See Dang (2009) and Marx and Fleisher
(2010) for a discussion.

' Continued growth of FDI is likely to stimulate more internal migration and from farther sources because these widen
wage differentials as they concentrate in well-developed industrial centres and tend to be capital-intensive. The evidence of
growing income divergence between provinces can be found in a number of studies. Nguyen (2009) found that income
inequality by province has grown since 1990, although he found no convincing evidence that this can be linked to the rate
of economic growth. Phan (2009) found strong geographic differences in returns to education, which are especially low in
the central highlands, in small urban areas and in the rural south where levels of education are also low.

7 See Marx and Fleischer (2010) for a more detailed discussion of the issue.

" The name of the survey has changed from the “Vietnam Living Standard Survey” initially (1992/3 and 1997/8 versions)
to “VHLSS” subsequently (2002, 2004, 2006 and 2008 versions).

” Except if such a person is the household head or a student living away but supported by the family (see McCaig,
Benjamin and Brandt (2009) for a more detailed discussion).
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original households. Such decisions on classification render the data very much less useful for
analysing the scale, and especially the impact, of internal migration on household welfare.”

2.1 Who received domestic remittances and how much did they receive?

Based on the VHLSS 2006, 88.5 per cent of all households in the country, or 17.4 million
households, received some amount of domestic remittances in 2006 (table 7). Most received
relatively small amounts, however, that comprised a small share of their total income. The mean
domestic remittance received by households was VND2.4 million while the median received was
VND520,000, which just illustrates the clustering of domestic remittances at the lower levels.

Only 23 per cent of households, or 4.3 million households, actually received domestic
remittances that were at least 10 per cent of their total income; 11 per cent at least 25 per cent of
total income; 4 per cent at least 50 per cent of total income; 1 per cent at least 75 per cent of total
income; and one-fifth of 1 per cent their entire income. There is no observed substantial difference
in the share of households receiving domestic remittances between urban and rural areas.

Table 7. Number and percentage of households receiving domestic remittances

Housebolds receiving any amount of domestic remittances

Urban 4,720,390 5,398,281 87.4
Rural 12,650,330 14,231,591 88.9
Total 17,370,720 19,629,872 88.5
Households receiving domestic remittances comprising at least 10 per cent of total income

Urban 1,092,093 5,398,281 20.2
Rural 3,401,402 14,231,591 23.9
Total 4,493,495 19,629,872 22.9
Households recezving domestic remittances comprising at least 25 per cent of total income

Urban 475,993 5,398,281 8.8
Rural 1,676,073 14,231,591 11.8
Total 2,152,066 19,629,872 11.0
Housebolds receiving domestic remittances comprising at least 10 per cent of total income

Urban 180,835 5,398,281 3.3
Rural 585,617 14,231,591 4.1
Total 766,452 19,629,872 3.9

* One may perhaps argue that the contribution of internal migrants can be captured through the information on domestic
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Households recezving domestic remittances comprising at least 75 per cent of total income

Urban 69,630 5,398,281 1.3
Rural 183,064 14,231,591 1.3
Total 252,694 19,629,872 1.3
Households receiving domestic remittances comprising more than 75 per cent of total income

Urban 13,791 5,398,281 0.3
Rural 20,403 14,231,591 0.1
Total 34,194 19,629,872 0.2

Source: Authors’ caleulations based on 1HLSS 2006.

Table 8 classifies domestic remittance-receiving households into different total income quin-
tiles, from poorest (or lowest-income quintile) to richest (or highest-income quintile), using the
different levels of domestic remittance-receiving households as in table 7. The table shows that it is
the lower-income households that are typically the most dependent on domestic remittances.
Among those for whom domestic remittances were at least 10 per cent of total income, one-third
belonged to the poorest quintile; among those for whom domestic remittances were at least 25 per
cent of total income, 40 per cent belonged to the poorest quintile; among those for whom domestic
remittances were at least 50 per cent of total income, more than half belonged to the poorest quin-
tile, and so on. *

Table 8. Location of household in income quintile by importance of domestic
remittances in total income

1 (poorest) 20.4 33.0 39.8 51.6 69.8 86.1
2 20.2 20.4 20.1 18.1 5.1 7.5

3 19.8 16.4 12.4 10.0 9.7 6.3

4 20.3 16.9 15.5 11.5 7.4 0.0

5 (richest) 19.3 13.2 12.2 8.9 7.9 0.0
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Authors’ caleulations based on VHLSS 2006.

*" Annex table 3 is similar to table 8 but classifies households into per-capita income. It still shows a relatively high share of
the poorest quintile households as being highly dependent on domestic remittances, though to a lesser degree.
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2.2 Has internal migration raised growth and reduced poverty?

That internal migration has resulted in raising the income of the poor and reducing both
income and non-income deprivation is almost certainly true. Internal migration can directly affect
poverty if the poor are able to migrate and find better employment. But even if it is only the non-
poor who are able to migrate, if the poor then take over their work in the place of origin, migration
still indirectly reduces poverty. In other words, even non-migrants may benefit from the migration
of others. This is of course apart from remittances that, through multiplier effects, may have a sepa-
rate effect on poverty. Knowing this intuitively and from informal observation is easy, but proving
this formally and quantifying its impact is not straightforward. In fact, a quick survey of the litera-
ture on internal migration in Vietnam shows that none has yet provided a convincing measure of the
impact of internal migration (or even international migration) on household welfare.

The main reason for this is that the data requirements for a strong proof are difficult to come
by. The proper measurement of the impact of internal migration involves comparison with a coun-
terfactual scenario: a comparison between the actual world where internal migration is occurring
against a hypothetical one where there is no internal migration. More simply, if we only look at the
level of an individual household that has an internal migrant, this would be a comparison of their
actual well-being against what would have been their well-being without the internal migrant.

The problem with most studies, and this is true for studies pertaining to other countries as
well, is the lack of a proper counterfactual base from which to estimate the impact of migration. For
instance, it is not enough to say that internal migrants earn more than the average worker in the
provinces they were originally from. In the first place, internal migrants are likely to be more moti-
vated and more skilled than the average worker in his original area, which may be the reason he or
she was able to migrate in the first place. It is possible the migrant would have earned more than the
average worker even if he or she stayed in his or her home place. Similarly, it is not convincing
evidence to simply compare poverty incidence of households when remittances are included to one
where remittances are arbitrarily excluded. In the first place, if migrants did not move, there would
have been a significant probability that they would be employed in their places of origin (though
they may displace somebody else) and would have earned some income. Such simple comparisons,
though suggestive, tend to exaggerate the impact of migration on well-being.

A more convincing proof would entail any of the following: (a) the use of panel data that
allow the comparison of households before and after they migrated or had an internal migrant, and
allow comparison against households that have not had an internal migrant; (b) cross-section data
that have the feature of a natural experiment, in terms of a more or less random assignment of who
has the opportunity to migrate, which would allow the teasing out of the impact of migration; or (c)
simply using the current data but employing reasonable counterfactual simulations. The first type of
data is expensive to collect, although the VHLSS has a panel subset that may possibly be used for
such purposes. The second type of data is very difficult to come by. The third is more achievable but
is often inferior to the first two, though even this strategy is made difficult by how migrants are
classified into household membership by Vietnam’s household surveys.

With that in mind, it is still worth noting the findings of previous studies as to the impact of
internal migration, even if they should be taken simply as suggestive of the actual impact.
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Using the Vietnam Migration Survey 2004, the UNFPA (2007) found that internal migra-
tion has: (a) enabled workers, after some adjustment time, to progress towards more skilled jobs; (b)
increased the income of over 80 per cent of migrants compared to their incomes prior to migration;”
and (c) improved schooling opportunities for the children of most migrants compared to their places
of origin. The UNFPA found indirect evidence of discrimination against migrants, mainly based on
the observation that women migrants earned less income, on average, than non-migrants even after
controlling for age, education and occupation.

Note that this is where better data would have been helpful. Discrimination is a strong claim
and demands strong evidence. Besides age, education and occupation, and possibly migrant-status,
earnings also depend on experience or length of time employed in a particular job.” And migrants,
precisely because on average they would have spent less time on a particular job than a non-migrant,
would be expected, on average, also to have lower income, even controlling for age, education and
occupation. This is not to say that discrimination is not occurring, only that the proof is still very
weak. Similarly, one cannot attribute all the increase in income experienced by the migrants to their
migration; some income increase would have come naturally to them as they gained more experience
in their jobs.

Migrants are of course believed to contribute to the economic vibrancy of the areas where
they migrate. Dang (2009), citing the Vietnam Parliament’s Association for Population Develop-
ment (20006), reported that in HCMC, the area of largest concentration of internal migrants,
migrants contributed 30 per cent of GDP. Phan and Coxhead (2010) found that migration,
through remittances to the poorer origin provinces, tends to reduce inter-provincial inequality. **

2.3 Prospects for future internal migration

Between 1996 and 2007, the urban labour force grew at an annual rate of 5.8 per cent com-
pared to only 2 per cent growth of the rural labour force (Phan, 2009). Nationally, the working-age
population grew at an annual rate of 3 per cent. If the projections about robust economic growth led
by manufacturing in the next decade come to fruition it can only be expected, and in fact it will be
necessary, that internal migration will further intensify. The circumstances render it inevitable: given
an export-oriented industrialization and the continued large inflows of FDI, economic growth will
remain concentrated in the urban areas. By contrast, the bulk of the labour force — about 74 per cent
— is in the rural areas.

Migration tends to develop its own dynamics, often reinforcing the economic and economic
forces that may have initially driven it.” For this reason, it is extremely risky to make predictions

* This is not based on panel data but rather simply from recall questions.
* Experience on a particular job is expected to be correlated with but different from age.

* Their data, which are at the provincial level, do not allow them to estimate the impact on household inequality, which
may be different in trend from inter-provincial inequality.

25 . . PO . . . .
Examples include the development of economic activities that thrive on migration, such as recruitment, transport and

the money-transfer business, as well as the so-called relative deprivation effects on non-migrants.
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about the likely dimensions of future flows. Few observers, for instance, could have predicted that
Vietnam’s urban population would grow by over 7.5 million over the past ten years, with over 77
per cent of the growth accounted for by new migration. Whether or not migration can somehow be
successfully planned, especially by national authorities, remains to be seen. In the past, the Govern-
ment has merely reacted to the surge in population mobility, especially after Doi Moi, by introducing
legal reforms that basically guaranteed in law, if not always in practice, the right of citizens to move
where they wish to. These measures fortunately have been supportive of greater labour mobility.

Figure 7. Evolution of GDP per capita in current international dollars (1994 prices)
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Source: Nguyen (2009).

We know that migration is driven by differences, and that such differences are created by
uneven economic growth. In Vietnam, there is now evidence that rapid economic growth has led to
growing income disparity between provinces, as reflected in the evolution of per-capita incomes (see
figure 7). GDP per capita in the south-east — where HCMC and the provinces of Binh Duong,
Dong Nai and Ba Ria-Vung Tau are located — started to pull away from the general trend in the
early 1990s and continued to do so at even faster rates in later years. Whereas average per-capita
income in the south-east was only about three times greater than that of the north-east in 1990, the
difference had grown to almost six times by 2006. There are ample examples of similar experiences
with rapid economic growth creating severe income inequalities. China went swiftly from having
one of the lowest rates of rural-urban income inequality in the world to having one of the highest
within a very short span of time (Qin et al., 2009). China is notable also for the ultra-fast urban
spread in its historical cities.
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Differences between economic sectors, especially in terms of productivity, evidently also
matter. Phan (2009) estimated labour productivity in industry to have grown at an annual rate of
5.5 per cent between 1990 and 2007, compared to 3 per cent for agriculture and only 1.5 per cent
for services. Phan noted that there was an earlier sluggish employment growth in industry and an
increase in wage gaps, reflecting a higher skill premium. This implies that growth in productivity in
industry has led to fewer jobs being created. As is typical in many developing countries, low-skilled
workers flowing to urban areas are largely absorbed in low-productivity services. This suggests that
the wage gap will continue to widen, provoking reallocation of labour resources, with more workers

absorbed into higher value-added jobs (Phan, 2009).

Reducing regional disparities through such measures as giving greater priority to the least
developed areas in investment in human resource development and health facilities is more easily
said than done. For example, over the last two decades, public investment in educational facilities
favoured the poorer rural provinces over the richer ones, but Nguyen (2009) found that inequality
in enrolment continued to favour the latter provinces. Apparently, because of poverty, the drop-out
rate in the poorer provinces remained much higher compared to that in the richer ones. In the case
of health care, the reforms introduced in the 1990s have led to a rapid increase in the number of
private health providers, improvements in the quality of hospitals and in the availability of drugs
nationally, but they also meant that the poorer sections of the population were left out since they
could no longer afford the services available.

Figure 8. Population density of Ho Chi Minh City and Hanoi (‘000s)
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It would be naive to think that rapid economic growth and the urbanization that
accompanies it can be achieved at no cost to the other things that a society may hold dear, such as
culture, the traditional way of life or safeguarding its historically important communities and
architecture. There is already some evidence of considerable congestion in the two major cities of
HCMC and Hanoi, which are also the centres of industry. The problem is not so much that the
population densities in these cities are exceedingly high (see figure 8) — other major Asian cities
such as Bangkok, Jakarta and Manila are much denser — but that the cities themselves as
constructed are clearly not built to accommodate a much larger population. As Vietnam grows,
wages rise and household per-capita incomes increase, the demand for private vehicles can only be
expected to accelerate. Traffic is just one manifestation of congestion. Others include the shortage
of affordable housing, access to basic services, pollution and the spread of petty crime.
Policy-makers will have to make the difficult choice of deciding how much more building and
rebuilding should be undertaken in these historic cities without sacrificing an important part of
their character and history. While it may be in the nature of economic growth that trade-offs are
inevitable, it will be important that negative externalities are taken into account to ensure that
choices are well informed.

2.4 Economics of firm location

One alternative for Vietnam is to have the Government take a more active role in getting
new firms to locate further out of the major cities. Simply having designated industrial zones may
not be enough, and additional incentives may have to be put in place. Firms choose their location
in large part to minimize transaction costs. If the cost of distributing their products is high, they
will want to locate near their markets. They would of course want to be near their suppliers and to
locate where there is a large pool of skilled labour. Many of the conditions facing the firm are,
however, shaped by government policy. An export-oriented development strategy, for example,
tends to lead to a concentration of firms in major metropolitan centres where the main
international hubs for sea and air transport are usually located and where public authorities
responsible for granting licences and tax exemptions have their offices. Such strategies are usually
supported by government priorities in infrastructure development, especially transportation and
communication, and by establishing certain areas as free trade zones.

Within these parameters a firm may choose to locate in what may already be a crowded or
congested place because it does not face the full cost of the congestion it is causing. This is what is
known in economics as an externality or spillover problem. A firm typically looks only at its own
costs, though the additional congestion it causes is suffered not only by that firm but also by other
firms and the community at large. What this means is that, without regulation, there may be a
natural tendency towards congestion or an over-concentration of firms.

As the Vietnam economy grows further and current businesses expand and new ones
emerge, the Government will need to counterbalance the pecuniary advantages to the firm to
locate in the major centres by using various policy instruments. Offering firms modern,
well-developed special economic zones, developing the necessary support infrastructure and
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offering tax incentives are the usual instruments. Vietnam already has special economic zones in
the country, though there are complaints that they do not offer adequate incentives.” Training
centres and new educational institutions (whether vocational or university) or extensions of current
educational institutions may also need to be developed near these designated industrial zones. The
adequate provision of housing and other basic services for workers should also be addressed at an
early stage. If need be, incentives or subsidies for the construction of such houses may be provided
to ensure sufficient accommodation for the expected influx of workers. The idea is to bring skilled
workers nearer the designated economic zones and to make it much less costly for new industrial
firms to access their suppliers from there. There should, however, be a clear limit as to how long
such incentives are to be in effect. The Government should offer such incentives only until a
critical mass of firms has established in those economic zones that it then becomes worthwhile for

. . . . . 27
firms to set up in those areas without extra incentives.

2.5 Internal migration policy

As is the case with most countries, Vietham has yet to develop a comprehensive and
coherent policy on internal migration. In the past, national security concerns were the principal
factors behind policies and measures to influence, coerce or restrict the movements of citizens.
Over the more recent past, the needs of the economy for a more flexible labour force has assumed
greater importance. These needs are, however, still far from being fully met and — given the
prospects of a tightening labour market that could constrain economic growth — it is important
that the key issues and challenges for migration policy be identified. In our view, the following are
some of the key questions that need to be addressed:

Are the constitutional and legal guarantees to free movement of citizens within the country
® already being enjoyed in practice by most, if not by all? If not, what further measures are
necessary, especially to enable workers to obtain productive employment?

How should migration policy planning and implementation be best structured given the

® fact that needs for services and infrastructure support are easier seen and responded to at
local or regional levels, but at the same time there is a need for central Government to
spread development and reduce inequality?

What target levels for internal migration are consistent with the growth projection in the
® next decade? What level of skills of internal migrants, and in what numbers, will be needed,
especially in the industrial sector?

To what extent are market incentives sufficient to bring about the desired outcomes, or
® should the State intervene, at what levels and through what means?

* Dr. Vo Dai Luoc of the Vietnam Academy of Social Sciences, for instance, argues that so-called special economic zones

in Vietnam are operating as ordinary industrial zones and pale in comparison to other countries, such as China. See:
hetp://www.vneconomynews.com/2010/09/special-economic-zones-systems-are.html.

Concerns about congestion should not, of course, lead to government action to stop internal migration, which would be
self-defeating, but at most to influence — through positive incentives — where such migration is directed.
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Following the liberalization of the economy, Vietnam has also made it a constitutional right
of citizens to move and change residence, passed a new law on residence and done away with some
of the more odious features of the household registration or Ho Khau system. By law, any citizen
should have no difficulty registering in any locality he or she moves to and thereby enjoy the same
right as permanent residents to secure a job, send children to school, avail of medical services, rent
or build a house, etc. Established systems are, however, never easy to change simply through
changes in legislation or ministerial decrees. For example, despite the reform of the Ho Khau
system, registration cards are still necessary for transacting almost any business with public
authorities, from registering a motorcycle to obtaining a marriage licence. Dang and others have
referred to the multi-layered character of the enforcement of various controls flowing from the
registration system and how its applicability remains a matter for negotiation.

At present, MOLISA, in particular the Bureau of Employment (BoE) under MOLISA, is
putatively in charge of internal migration policy as it pertains to the movement of labour. More
specifically, MOLISA’s mandate is to protect workers, an issue of particular importance for
migrant workers who are often in the more vulnerable forms of employment and in jobs usually
not attractive to permanent residents. However, migration has implications for policies that fall
outside the pale of MOLISA’s mandate, including investment promotion, transport and
infrastructure development, housing, education and medical services, and even banking.” Aside
from the increasingly large role played by the private sector in housing and the provision of various
urban services, there are many other national authorities and stakeholders whose policies and
programmes impact on internal migration more directly than those of MOLISA. They include the
Ministry of Planning and Investment (MPI), the Ministry of Education and Training (MET), the
State Bank of Vietnam (Vietnam’s central bank), the Ministry of Health (MOH), the Ministry of
Construction (MOC) and the Ministry of Transport (MOT).

The main burden of responding to fast growth of rural to urban migration has naturally
fallen on Vietnam’s major cities — Hanoi, HCMC, Haiphong and Danang — which are under the
direct control of the central Government. There is much evidence that the very rapid growth of
their migrant populations has strained capacities even with the advantage these cities have in the
resources, expertise and information available from the central line ministries. At one level,
mitigating the pressures on these urban centres would clearly require upstream decisions and
actions that can only be taken by the central Government, especially with respect to industrial
zones and investments in related infrastructures. At another level, they will also involve furthering
the devolution of powers to provincial and district levels through such measures as increasing the
powers of People’s Councils and People’s Committees to decide on land use, raising the limit to
foreign investment projects that they are empowered to license, and facilitating their borrowing of
money for infrastructure investments. A model for planning internal migration policy should
profit from combining the local knowledge of local governments with the expertise of the central
line ministries. In this regard, the experience with the implementation of the Poverty Reduction
Programme (Prime Minister’s Decision No. 135) would be instructive.

* See UNFPA (2007).
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With the reform of the Ho Khau system, the State has by and large committed itself to the
principle that internal migration should be left to the market. It is thus left with mainly
promotional instruments with which to influence movements, such as by making information on
job opportunities available through the public employment exchanges, by providing tax incentives
to influence enterprise location, and by subsidizing transport, housing education and other
services. Some form of “indicative planning” might, however, be helpful if only to give guidelines
for private business.

Finally, another policy area relevant to internal movements of workers is the reduction in
the cost of domestic remittances. The State Bank of Vietnam should encourage state banks and
commercial banks to adopt new technologies that will make the act of remitting money less costly,
more convenient and much faster.” One example of such technology is the link-up between
mobile phone companies and financial institutions that allows remitters an almost instant way of
sending money (by purchasing stored value cards and sending the necessary information via text
message to their intended recipients, which will allow the latter to withdraw from an outlet of a
mobile phone company or a partner bank). This is made feasible by the very high mobile phone
penetration rate in Vietnam, exceeding 100 per cent in some reports.” Another means of reducing
remittance charges is for the State Bank to mandate transparency about remittance charges among
remittance service providers, perhaps even to post the rates of the different providers on the State
Bank website, as is done in other countries.

¥ There are seven state banks in Vietnam: (1) Bank for Foreign Trade of Vietnam; (2) Bank for Investment and

Development of Vietnam; (3) Industrial and Commercial Bank of Vietnam; (4) Mekong Delta Housing Development
Bank; (5) Vietnam Bank for Agriculture and Rural Development; (6) Vietnam Development Bank; and (7) Vietnam Bank
for Social Policy.

* For example, see the report “Industry overview: Vietnam-Telecoms, Mobile, Broadband and Forecasts”, available at:
http://www.prlog.org/10898823-industry-overviewvietnam-telecoms-mobile-broadband-and-forecasts.html,  or  the
Wikipedia page: http://en.wikipedia.org/wiki/List_of_mobile_network_operators_of_the_Asia_Pacific_region.
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3. International migration

There is no definitive estimate of the number of Vietnamese international temporary
migrant workers. Estimates vary from 300,000 to 500,000 migrant workers (not including
permanent settlers and refugees) currently employed in foreign countries. The most recent official
estimate from MOLISA puts the figure at about 300,000 workers, but it is generally believed this
is an underestimate because it excludes those who left through informal channels, including those
who were assisted by unauthorized recruitment agencies (Nguyen, 2008; Dang, 2008). This is
further complicated by the lack of clarity as to how repeat migrants are recorded. The effect of not
making a distinction between new migrants and those who are going for a second term could
overstate the stock of temporary migrant workers.

There appears a clear trend of increasing international migration as annual gross outflow of
registered workers has increased from 22,000 in 1999, to 46,000 in 2002, to 79,000 in 2006, and
to 87,000 by 2008 (Dang et al., 2010). The most popular destinations for Vietnamese contract
workers are Japan, the Republic of Korea, Malaysia and Taiwan (China), where they take on very
varied jobs, such as in manufacturing (electronics and garments), construction, agriculture,

housekeeping and shipping.

Figure 9 shows the sectoral distribution of Vietnamese workers in Malaysia, the most
frequent country of destination for temporary migrant workers from Vietnam. In 2008, there were
103,000 registered Vietnamese workers in Malaysia. The figure also shows the five other countries
with more than 100,000 registered temporary workers in Malaysia.” Vietnam stands out from the
other countries in that almost all its workers (92 per cent) in Malaysia are engaged in
manufacturing work. The other sectors have relatively small shares, with construction having a 4
per cent share, services with 3 per cent, and domestic work, agriculture and plantation combined
with only a little more than 1 per cent. The country that most resembles Vietnam in terms of the
profile of workers in Malaysia is Nepal, which has 79 per cent of its workers in manufacturing,.
That most of the labour export of Vietnam is engaged in manufacturing work has likely significant
implications for the future demand for overseas work by Vietnamese workers, as the country’s
manufacturing sector itself grows further in the next decade.

' The figures are only for registered workers. Indonesia had 1.1 million, Bangladesh had 315,000, Nepal had 207,000,
India had 138,000 and Myanmar had 134,000.
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Figure 9. Sectoral distribution of Vietnamese workers in Malaysia (2008)
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3.1 Remittances

Foreign remittances are the most palpable benefits from international labour migration.
According to the World Bank, foreign remittances to Vietnam have been substantial and on an
almost continuous uptrend, from U$2 billion in 2001 to US$7.2 billion in 2008.* See figure 10
which also contains the estimated remittances for 2009. * It is evident that a substantial part of these
remittances is received, not from temporary overseas workers, but rather from the Vietnamese
permanently residing abroad. More than 3 million Vietnamese are estimated to be permanently
living abroad, most of them in developed countries (Nguyen, 2008).’ * These remittances, which are
said to already surpass FDI and official development assistance, have lately accounted for no less
than 7 per cent of GNP and are clearly very important to maintaining Vietnam’s external balance.

It is notable that Vietnam’s foreign remittances have exceeded those of Indonesia, which has
a much larger stock of overseas workers. In the East Asia and the Pacific region in 2007 and 2008,
Vietnam had the third highest level of remittances received, following only China (US$48.5 billion
in 2008) and the Philippines (US$18.6 billion in 2008). More than 60 per cent of remittances to
Vietnam are recorded as having been coursed through the United States. This need not necessarily
mean that they originated from the United States — although it is likely that most of them did — but
that they were sent using a US-based financial institution.

? The World Bank has no record of remittances to Vietnam for earlier years.

» Tt should be noted, however, that it is difficult to distinguish whether the increase in remittances observed is due to a

real increase in remittances sent, or just an improvement in how remittance data are being captured by the formal system.

* " This explains why as much as 88 per cent of remittances originate from North America and Europe.
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3.2 Who receives foreign remittances?

Remittances estimates from the World Bank are available only in the aggregate. To get a sense
of who among Vietnamese households benefits from overseas remittances, one needs to look at
household-level data. One source of such data is the VHLSS, though other data have since become
available (see discussion below on Dang et al., 2010).

According to the VHLSS 20006, only 6.9 per cent of Vietnamese households — or 1.4 million
households — received some amount of foreign remittances in 2006 (see table 9). A larger share of
urban households (11.6 per cent) received foreign remittances compared to rural households (5.1
per cent). Most of the households that received foreign remittances received amounts that were at
least 10 per cent of their total income. Among households that received foreign remittances, the
mean amount received was VND20.7 million, while the median amount received was VND9.6
million.

Only 5 per cent of households — or about 1 million households — received foreign remittances
that were at least 10 per cent of their total income, but a significantly larger share among urban
households (8.3 per cent) compared to rural households (3.8 per cent). Only 3.2 per cent of house-
holds received foreign remittances that were at least 25 per cent of total income; and 1.5 per cent
were at least 50 per cent. Only 0.5 per cent received foreign remittances that were at least 75 per cent
of total income, and only very few were completely dependent on foreign remittances.

Table 10 classifies foreign remittance-receiving households into different total income quin-
tiles, from poorest (or lowest-income quintile) to richest (or highest-income quintile), using the
same levels of domestic remittance-receiving households as in table 8. However, in contrast to table
8, table 10 shows that it is the higher-income households that are typically the most dependent on
foreign remittances. Among those for whom foreign remittances were at least 10 per cent of total
income, half belonged to the richest quintile; among those for whom foreign remittances were at
least 25 per cent of total income, 51 per cent belonged to the richest quintile; among those for whom
foreign remittances were at least 50 per cent of total income, 54.6 per cent belonged to the richest
quintile, and so on.”

Comparing foreign remittances (table 7) to domestic remittances (table 9), it is obvious that
many more households receive domestic remittances but that foreign remittances sent are, on
average, much larger. In addition, whereas dependence on domestic remittances occurs mainly
among poorer households, dependence on foreign remittances is more typical of higher-income
households. Note that this is not evidence that foreign remittances raise households out of poverty.
It is possible that, even without remittances, the richer households would remain richer (but perhaps
not to the same extent), as would be the case if the foreign remittances were instead coming from a
household member (for example, the household head) staying in Vietnam, having found a well-
paying occupation within the country.

¥ Annex table 4 is similar to table 10 but classifies households into per-capita income. It shows pretty much the same

pattern.
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Table 9. Number and percentage of households receiving foreign remittances

Households receiving any amount of  domestic remittances

Urban 627,152 5,398,281 11.6
Rural 731,202 14,231,591 5.1
Total 1,358,354 19,629,872 6.9
Households receiving domestic remittances at least 10 per cent of total income

Urban 449,780 5,398,281 8.3
Rural 537,411 14,231,591 3.8
Total 987,191 19,629,872 5.0
Households recezving domestic remittances at least 25 per cent of total income

Urban 255,898 5,398,281 4.7
Rural 367,449 14,231,591 2.6
Total 623,347 19,629,872 3.2
Households receiving domestic remittances at least 50 per cent of total income

Urban 101,607 5,398,281 1.9
Rural 191,500 14,231,591 1.3
Total 293,107 19,629,872 L.5
Households receiving domestic remittances at least 75 per cent of total income

Urban 19,932 5,398,281 0.4
Rural 71,321 14,231,591 0.5
Total 91,253 19,629,872 0.5
Households recezving domestic remittances more than 75 per cent of total income

Urban 1,579 5,398,281 0.0
Rural 0 14,231,591 0.0
Total 1,579 19,629,872 0.0

Source: Authors’ calenlations based on VVHISS 2006.

32




The economic prospects of Vietnam and
what it means for migration policy

Table 10. Location of household in income quintile by
importance of foreign remittances in total income

1 (poorest) 7.6 6.7 5.3 6.2 5.5 0.0
2 10.9 10.3 10.1 9.8 2.2 0.0
3 12.6 11.2 11.6 11.0 8.8 0.0
4 20.4 21.6 22.1 18.5 15.1 0.0
5 (richest) 48.5 50.3 51.0 54.6 68.4 100.0
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Authors’ calenlations based on 1HISS 2006.

One further thing worth noting is that there is a large disparity as to the remittances received
by Vietnam if one compares the World Bank estimate against the VHLSS estimate. For example, in
2006, according to the World Bank, Vietnam received US$4.8 billion in remittances, but according
to the VHLSS 2006, it only received US$1.8 billion. It is not clear what the reasons are for such a
large disparity, nor what its consequences are for the estimation of the household impact of remit-
tances. This needs to be studied.

3.3 Impact of foreign remittances

There are not many studies that have attempted to measure the impact of overseas migration
and remittances on Vietnam. Of the few, the most ambitious and most recent is probably the report
Development on the Move: Measuring and Optimising Migration’s Economic and Social Impacts
in Vietnam (Dang et al., 2010), which was produced with the support of the Global Development
Network. Instead of relying on existing household surveys such as the VHLSS, the authors carried
out their own survey of 1,508 households taken from different areas of country, and from these
households obtained demographic, socio-economic and migration-related information.

e The major findings of Development on the Move are the following:

e 5 per cent of households have at least one or more members currently living abroad. This is
equivalent to about 1 million Vietnamese workers currently away.

2 per cent of households have one or more members who are returnees from abroad.

® Vietnamese migrant workers are present in 30 countries. The largest numbers are to be found
in the United States, Taiwan (China), the Republic of Korea and Malaysia. The period of
migration is typically 1-5 years.

e These overseas migrants are typically young (largest age group is from 17 to 30 years) and
better educated.
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¢ Their econometric results indicate that migration and/or remittances have had the following

impacts:”

m  raised the per-capita income and living standards of migrant households by between 40
per cent and 60 per cent compared to non-migrant households;

= improved household income inequality;

= raised per-capita consumption of migrant households by between 6 per cent and 9 per

cent compared to non-migrant households;
raised per-capita savings of migrant households;
reduced labour-force participation in migrant households.

The main methodology they used to quantify the impact of having an overseas worker or the
receipt of remittances is regression analysis. In the analysis on per-capita income and per-capita
expenditure, they employ two methodologies, which are the ordinary least squares regression (OLS)
and fixed effects regression (FE).” As pointed out below, it is somewhat misleading to use the term
“fixed effects” for what they actually did. In the analysis on per-capita savings they employ OLS, and
in the analysis on labour-force participation they employ probit analysis, which is just a form of
regression analysis that is applied when the dependent variable is dichotomous (takes on only two
possible values).

As is the typical case, their analysis proceeds by regressing the variable of interest (whether
per-capita income, per-capita consumption, per-capita savings or labour-force participation) against
an indicator variable for having a migrant (or receiving remittances) and control variables for house-
hold characteristics (e.g. location of residence, number of working adults, number of children) and
the characteristics of the household head (e.g. age, sex, marital status, education). If the indicator
variable on migration or remittances comes out as significant in the regression, then its coefficient is
counted as its effect on the variable of interest. If it does not come out as significant, then it is said
to have no effect.

The problem with this methodology is that it misleadingly attributes all of the differences
observed in the variable of interest on having a migrant (or receiving remittances), when this may
not be the case. *' It ignores foregone earnings at home or the opportunity cost. For example, take
any household with an overseas migrant. If instead of migrating, the migrant decided to stay home.
Because she is typically younger, more educated and likely more motivated, she would have probably
found a domestic job anyway, which would have enabled her to have contributed a non-trivial
amount to household income, consumption or savings even in the absence of migration. Of course,
she was probably able to earn more by migrating and consequently was able to contribute more to
the household, but by ignoring this opportunity cost, one exaggerates the impact of migration and
remittances on household well-being.

" There are others discussed in the report, but these are the major ones in our view. The same critique that will be levelled

against these findings are applicable to the other findings.

4 P . .
*  QOLSis just the most basic regression.

# There are other problems with the analysis. One is the endogeneity of an explanatory variable such as the number of

working adults in the household with respect to having an overseas worker. This potentially biases the estimate of the
impact of migration.
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On the use of fixed effects regression, what the authors seem to have actually performed was
simple OLS but with the addition of province dummy variables. Since their survey was carried out
in only six provinces, this means they just added five dummy variables to their original OLS
regression.” While this may indeed be called “fixed effects” regression, as it controls for the fixed
province effects, it should be pointed out that fixed effects regression is a methodology employed on
panel data. It is a means of controlling for unobserved individual-level factors that may be influenc-
ing the variable of interest — such as ability or motivation — to get an accurate estimate of the effect
of the treatment variable (migration or remittances in this instance).” Because their data are on an
individual level, the confounding factors that should be controlled must also be at the individual
level and not at the provincial level. When the data are panel in nature, using a fixed effects method-
ology enables one to be more confident that the effect observed, if any, is really causal in nature.”

How the study measures the impact on inequality also seems to be flawed. To simply remove
remittances and compare inequality against the actual inequality where remittances are present
amounts to assuming that if people did not migrate they would not have earned any income whatso-
ever. By not accounting for foregone earnings, the analysis overstates the extent of the jump in the
income quintile that is due to migration or remittances. One should attempt to account for these
types of opportunity costs for a proper analysis.” The finding on labour-force participation is prob-
ably also misleading and driven mainly by the exclusion of the migrant in counting those who are
employed. The migrant is often the household member with the most ability, most motivation or
strongest reason to work, and by excluding her from the computation of labour-force participation,
it stacks the odds against households with migrants. It will be more interesting to see whether the
finding of lower labour-force participation for migrant households still holds when the migrant
herself is included in the analysis.

3.4 Foreign remittances and household expenditures (VHLSS 2006)

The effect of overseas migration is more ambiguous when one uses the VHLSS. Here we carry
out OLS regressions using a dummy variable for receipt of foreign remittances to examine the
relationship between overseas migration and specific household expenditures — on education, health,
food, fixed assets, durable goods, houses and land, and utilities. To check for the robustness of the
results, we look at the specific expenditures in terms of levels, as a share in total expenditure and as
a share in total income.

Table 11 shows the results of estimating the relationship between education expenditure and
. . . 46 v . . . .. .
receipt of foreign remittances.” What it shows is that there is no significant difference between the

42

This explains why they obtained OLS results and fixed effects results that are very close to each other.
“ See, for example, Angrist and Pischke (2009) or Wooldridge (2001).

“ If one really performed fixed effects analysis, one would not be able to estimate the effect of explanatory variables that

are fixed over time, such as location and the household head’s sex, education, etc.

“ A simple way to do this is to generate a domestic income function and estimate the income of the migrants if they had
instead stayed home.

“ The fourth column (Higher in overseas remittance-receiving households by) contains the magnitude of the effect. The
fifth column (P-value) shows whether the effect is significant or not. A small P-value, by convention, usually assumed as less
than 0.1 or 0.05, is indicative of a statistically significant result.
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expenditure on education of foreign remittance-receiving households and non-foreign remittance-
receiving households, whether one looks at it in terms of level, as a share of total expenditure or as
ashare of total income, after controlling for some basic variables. Alternatively put, households with
the same income and the same number of school-age children, on average, spend the same on educa-
tion whether they receive remittances or not.

Table 11. Foreign remittances receipt and education expenditure

P-value

Education expenditure

Level 9,188  0.1504 284 o
As share of total expenditure 9,188 0.0452 0.0005
As share of income 9,188 0.0004 0.0050

Note: Estimates obtained by regressing the dependent variables on a dummy variable for household receipt of overseas remittances plus control
variables. For level and expenditure share, controls include the natural logarithm of income and the number of ~school-age children in the
household. For the income share regression, control is the numiber of school-age children.

Table 12 shows the results of estimating the relationship between the receipt of foreign
remittances and health expenditure. The table shows that the total health expenditure of foreign
remittance-receiving households, whether in terms of level or as a share of total expenditure, is
higher than non-foreign remittance-receiving households even after controlling for income and the
number of household members. In the case of foreign remittance-receiving households, the level of
household health expenditure is higher by about VND511,000 and health expenditure as a share
of total expenditure is higher by about 1.2 percentage points. This suggests that perhaps a portion
of foreign remittances is being earmarked for health expenditure. By specific health expenditure,
there is no clear result.

47 . . . . . .
Of course, the effect of overseas migration may be to raise income, which is not captured here
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Table 12. Foreign remittances receipt and health expenditure

Total health expenditure

Level 9,188 0.0418 511 0.02
As share of total expenditure 9,188 0.0179 0.0120 0.01
As share of income 9,188 0.0024 -0.0014 0.76
Health expenditure on medicine

Level 9,188 0.0317 46 0.44
As share of total expenditure 9,188 0.0274 0.0016 0.11
As share of income 9,188 0.0025 -0.0007 0.52
Health exipenditure on medzcal tools

Level 9,188 0.0162 7 0.41
As share of total expenditure 9,188 0.0018 0.0003 0.08
As share of income 9,188 0.0006 0.0004 0.05
Expenditure on health insurance

Level 9,188 0.0585 10 0.21
As share of total expenditure 9,188 0.0023 0.0007 0.18
As share of income 9,188 0.0001 0.0003 0.23

Note: Estimates obtained by regressing the dependent variables on a dummy variable for household receipt of overseas remittances plus control
variables. For level and expenditure share, controls include the natural logarithm of income and the household size. For the income share
regression, control is household size.

Table 13 shows the results of estimating the relationship between the receipt of foreign
remittances and other expenditures. No significant relationship is found between receipt of foreign
remittances and food expenditure, nor between receipt of foreign remittances and fixed assets
expenditure, durable goods expenditure, or house and land expenditure after controlling for
income. However, higher utilities expenditure is found to be robustly related to receipt of foreign
remittances, likewise suggesting that at least a portion of foreign remittances is allocated to
everyday household operations. Note that these results are not definitive because they abstract
from the effect of overseas migration on income itself. The true effect of overseas migration and
remittances on household welfare likely lies somewhere in between the very positive results as in
Dang et al. (2010) and the close to marginally positive results presented here.
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Table 13. Foreign remittances receipt and other expenditures

Food excpenditure

Level 9,188 0.5395 743 0.29
As share of total expenditure 9,188 0.0946 0.0074 0.44
As share of income 9,189 0.0001 -0.0671 0.01
Fixced assets expenditure

Level 9,188 0.0131 -46 0.96
As share of total expenditure 9,188 0.0038 -0.0024 0.54
As share of income 9,189 0.0017 -0.0033 0.72
Durable goods expenditure

Level 9,188 0.0454 116 0.83
as share of total expenditure 9,188 0.0169 -0.0011 0.81
as share of income 9,189 0.0000 0.0006 091
House and land expenditure

Level 9,188 0.0222 -204 0.92
as share of total expenditure 9,188 0.0069 -0.0028 0.71
as share of income 9,189 0.0004 -0.0255 0.17
Utslities expenditure (electricity, water, garbage collection, housebold operations)

Level 9,188 0.2384 538 0.00
as share of total expenditure 9,188 0.0405 0.0082 0.00
as share of income 9,189 0.0009 0.0086 0.00

Note: Estimates obtained by regressing the dependent variables on a dunmy variable for household receipt of overseas remittances plus control
variables. For level and expenditure share, controls include the natural logarithn of income and the household size. For the income share
regression, control is household size.

3.5 Prospects for international labour migration

Over the five years from 2004 to 2009, the number of Vietnamese workers registered to
have left to work abroad more than doubled from 30,000 to 73,000. As pointed out above,
available statistics on labour emigration do not include those who migrated through irregular
channels to neighbouring Cambodia and Thailand, nor those who found work while studying,
visiting families or touring in other countries. The Government has declared overseas labour
migration as a component of its development strategy, establishing a goal of sending abroad at least
85,000 to 100,000 workers each year between 2010 and 2015. This goal is very likely to be
realized because of continuously expanding demand for the so-called “replacement migration” in
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low-fertility countries such as the Republic of Korea and Japan (and later China!) with their now
ageing populations and declining labour forces, the existence of large Vietnamese diaspora
communities abroad, the continued availability of low-skilled labour reserves in Vietnam, and the
existence of a large recruitment industry that benefits from expanding overseas migration.™
Moreover, for some workers, particularly the very high-skilled professionals, the gap between what
they could earn in some developed countries (Japan, the United Kingdom, the United States, etc.)
and what they would earn in Vietnam (or some other developing country) is likely to remain very
wide.

As Vietnam’s economy grows in the coming decade, there are two views as to how this will
shape up international migration in the country. One view is that the demand for international
migration will increase further, as the growing prosperity allows more people to afford the costs
associated with international migration. At present, many migrants incur heavy debts in order to
migrate. The other view is that the demand for international migration will decline as domestic
wages catch up to international wages, taking into account the risks and disutilities associated with
international migration. Such disutilities include being away from the family, living amidst
another culture with people speaking another language and, in some cases, having relatively
limited rights and access to social services.

Both tendencies are likely to be true and operative at the same time, but the former is
expected to lose significance as domestic wages and incomes catch up with those offered abroad.
The question is what that level of income will be. According to data from MOLISA, the average
monthly salary of Vietnamese workers in Malaysia was about US$200 per month in 2010.” Even
if this has risen by now, Vietnamese wages should be able to approach this level well within the
decade.” So long as Vietnam is able to grow at the pace currently projected by international
organizations and private forecasting firms, and targeted by the Government (see table 3 above), it
will likely be able to generate sufficient jobs for its growing labour force in the next decade. At the
very least, it is likely to reduce the incentive to migrate to countries like Malaysia, which offer
similar job opportunities and not much better pay, and induce those who are currently working in
such countries to return or at least not to renew their contracts. Not that overseas migration will
cease completely; after all, even relatively rich countries like Malaysia and Thailand have a
significant number of overseas workers. Thai workers, for example, have continued going for
employment to Israel, the Republic of Korea, Libyan Arab Jamahiriya and Taiwan (China) even
after per-capita GDP had reached US$4,600 and Thailand itself had become a country of

destination for migrant workers.

s According to a rapid assessment in northern Vietnam conducted by the Institute of Labour Science and Social Affairs

(ILSSA) with support from the ILO, the number of people crossing the border into China has increased nearly tenfold in
the past five years. An estimated 4,000 Vietnamese workers enter China on a daily basis through the Lao Cai border
crossing alone. Of these, only one-third are from Lao Cai; the rest come from all over Vietnam. As of early 2008, an
estimated 2,500 trafficked persons from Lao Cai had been rescued. Traffickers operating along the border can earn between
VND3 million and VND40 million (US$160-US$2,500) for each person they bring to unscrupulous employers in
mining, brick kilns, plantations, the entertainment industry and domestic work.
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Based on a study of returning migrants by the ILSSA supported by the World Bank.

* In contrast, relatively similar workers in Taiwan (China) earned US$300 to US$500, and those in the Republic of Korea
earned US$450 to US$1000. See Nguyen (2008) or Dang (2008) for average wages in 2006 of Vietnamese workers in
other countries. 39
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3.6 International migration policy

The Government is continuing its long-standing policy to send Vietnamese workers abroad
for employment and to earn foreign currency. In support of the policy, the Government has
authorized some 170 enterprises to act as recruitment brokers or agencies and has tasked MOLISA
to supervise their activities, set minimum standards for employment and provide services to protect
the rights and interests of Vietnamese migrant workers. The Government is actively seeking new
employment markets abroad and has already entered into labour agreements with some countries
— notably the Republic of Korea and Taiwan (China) — for the supply of skilled and low-skilled
workers. However, the policy is viewed as a temporary one that will eventually become less
important as Vietnam catches up with her more affluent neighbours.

At present, the bulk of the responsibility for international migration policy lies with the
Department of Overseas Labour (DOLAB), a specialized agency under MOLISA. Based on its
task description, DOLAB is in charge of the following: statistics on overseas migrants and
recruitment agencies; forging bilateral agreements; monitoring and licensing recruitment agencies;
registration of overseas workers; setting up training programmes for overseas workers; protection of
rights of overseas workers; collecting and managing fees from overseas workers; and providing
guidelines to the Management Boards of Overseas Labour.

Vietnam’s Employment Strategy 2011-20 will need to take explicitly into account the likely
emigration of workers over the coming decade, its impact on the domestic labour market, on the
incomes and welfare of families and communities receiving remittances, and their implications for
policies and programmes. The Vietnamese Government has already announced a policy of
promoting emigration from poor districts and from ethnic minorities through subsidies.” Each of
these mechanisms entails supporting policies and resources, such as opening more job-placement
centres in the poorer regions as well as training centres for skills in demand abroad; encouraging
mobile phone service providers to also serve as low-cost funds transfer operators; and providing
guarantees for small loans to help migrants obtain bank financing for their migration. More
generally, however, by easing competition within the domestic labour market, overseas migration
should already have the effect of giving more of the poor and the less-skilled workers better
chances at obtaining domestic employment.

There are a number of questions regarding priorities and strategies that will need to be
addressed in the articulation of international migration policy, including:

e How far should the migration of the highly-skilled be promoted when an increasing wage
gap at home between the skilled and unskilled already reveals shortages of the former?

o If the overseas demand is for skilled workers, what measures should Vietham take to
minimize possible productivity losses that could prejudice job creation at home?
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It was reported on 29 April 2009 that the Prime Minister had approved a project on the Promotion of Overseas
Workers from 62 poor districts between 2009 and 2020. The Government will promote the migration of the poor and
ethnic minorities by subsidizing their training, offering loans and meeting the cost of return under certain circumstances.
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e How can skills in modern production processes gained by migrant workers in places such as
the Republic of Korea and Taiwan (China) be harnessed upon their return to benefit
domestic industries or enhance skills-training capacities at home?

® How is the trade-off between more employment and more protection for Vietnamese
workers to be resolved at the operational level?

e How frequently should minimum standards for contracts be reviewed and possibly raised?
e How can the cost of recruitment to the migrant workers be minimized?

® How can abuses and fraud in recruitment be better monitored and prevented?

As the experience in other countries of the region shows, the skill composition of migration
is basically driven by external developments and is not easily controlled by authorities in origin
countries, except where citizens do not enjoy the right to leave their countries. The emigration of
skilled workers, however, has not emerged as a serious problem in Asia, thanks largely to the
priority most governments have accorded to education and to the responsiveness of private
training institutions to new demands in the market. It is, nevertheless, important to keep in mind
that skill shortages can easily be caused by emigration (for example, the current shortages of airline
pilots and aircraft mechanics). The public authorities must be alert to these developments. A
system for regular consultations between MOLISA and heads of state and private enterprises, as
well as licensed recruitment enterprises, on such matters would go a long way to generating reliable
information on conditions in the domestic and foreign labour markets.

Most industrial workers pick up their skills on the job, especially where the industries they
are employed in require skills very specific to their products, processes and technology. Many
migrants who find employment in more advanced countries obtain experience and skills they
would not normally acquire at home, and would not usually use upon return if they were not
absorbed into employment in a similar industry. For example, many Vietnamese migrants in the
Republic of Korea, Malaysia and Taiwan (China) are employed in modern factories and become
very skilled after three or more years of employment. If, upon return, they do not find
employment in similar industries, they eventually lose their acquired skills. A strategy for
harnessing their skills to benefit domestic industries needs to be developed.” There is a MOLISA
requirement that recruitment enterprises report the return of migrants, but this is not followed in
practice. Instead of making it an obligation, MOLISA might consider establishing a web-based
programme for registering skilled migrant returnees online. The database would automatically
serve as a “talent pool”, easily accessible to domestic employers.

The Government has already established standards and procedures for the employment of
Vietnamese workers in different countries, measures to license job agents and regulate their
recruitment activities, and through its missions abroad provides on-site services to attend to the
needs of nationals abroad. Protection, however, remains a major challenge, especially because
many jobseekers, in their eagerness to escape poverty at home, willingly settle for substandard
conditions. There is a need for :

* A government-sponsored programme is being launched for those who return after working under the Republic of

Korea’s Employment Permit System (EPS). 41
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e public information services easily accessible to all jobseekers on: (a) the conditions of
employment of contract migrant workers in major countries of destination, including cost
of living; (b) the requirements of these countries for legal admission; (c) Vietnam
Government’s standards for work contracts and the policies and procedures for registering
them prior to departure; and (d) how to avoid and to seek redress against recruitment fraud
and abuses;

in addition to inspection (upon receiving complaints), there is need for closer and regular
monitoring of recruitment practices by licensed recruitment enterprises, ideally in
cooperation with provincial and district authorities, especially with respect to the fees
charged by their agents and sub-agents, and how limits to fees imposed by DOLAB are
actually observed;

e negotiating bilateral agreements with destination countries, especially with respect to
standards for work contracts, procedures for dispute settlement and for enabling migrant
workers to receive social security protection, especially to earn rights to old-age benefits; and

e ratifying international migrant worker Conventions — especially the ILO’s Migration for
Employment Convention (Revised), 1949 (No. 97) and the Migrant Workers
(Supplementary Provisions) Convention, 1975 (No. 143) — to strengthen Vietnam’s
position in negotiating for equal treatment of its workers abroad.

Vietnam has established policies and regulations for the admission of expatriate personnel of
companies with foreign investments and for other skilled workers needed by local companies.
According to Dang (2008), in 2008 there were already about 400,000 foreign professionals,
businessmen and technical workers in Vietham. However, policies for the admission of the
less-skilled remain to be addressed. It may not be too early for Vietnam to consider the possibility
that it might become a destination area for foreign workers in the future, particularly from Lao
PDR and maybe the poorer provinces of China, in which case, the Ministry of Home Affairs
should also be involved in migration planning.

The State Bank of Vietnam should encourage state and private banks to forge links with
foreign financial institutions or, where possible and financially viable, establish a presence in
countries with a large population of Vietnamese temporary workers or immigrants, to reduce the
cost of and expedite the receipt of remittances. As with domestic remittances, it is important for
the State Bank to make remittance charges by competing remittance service providers more
transparent, and to make this information available to the public, perhaps via a government
website. The adoption of new technologies, such as the use of mobile-phone technology, as was
discussed in the case of domestic remittances, is also important, as is Internet banking. Banks in
the Philippines, for example, give preferential treatment to overseas workers (in terms of rates
charged for remittances) and allow them to manage their accounts from abroad.
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4. Raising the benefits of labour migration and
improving the protection of migrant workers

Here, we distil, as well as expand on, the lessons from the preceding sections, on how to make
the best of labour migration in Vietnam — both internal and international — in terms of raising its
economic benefits while ensuring the well-being of migrant workers.

4.1 Internal migration

Internal labour migration is a potent tool for spreading the benefits of geographically uneven
economic growth, and consequently for reducing unemployment, poverty, inequality and the
potential for social instability in the country. This should be reflected in government policy. A key
objective should be to limit, if not remove, any direct or indirect obstacles to the mobility of labour,
such as any remaining limitations posed by the household registration system. At the same time, the
Government should ensure that adequate basic services — utilities, health and education — are avail-
able in areas with a large concentration of migrant workers. This includes services that will be
accessed not just by the migrant workers, but also by their families, if any, such as education for their

children.

To avoid further congesting major cities, the Government should be careful not to bias infra-
structure improvements in their favour, at the expense of less-crowded areas with good potential for
industry location. This is usually difficult because business groups with vested interest in having
infrastructure improvements in their areas paid for from public funds instead of their own are often
very influential. Moreover, the investments required for infrastructure development tend to be
“lumpy” (i.e. industrial parks or zones require a minimum set of complementary physical facilities),
hence it is often easy to justify concentrating investments in a few already advanced areas. A long-
term perspective that takes into account the growth experience of the large urban centres, such as
HCMC and Hanoi, is essential to planning for regional development and migration.

Domestic remittances are the most palpable benefit of internal migration. Since many fami-
lies, especially among the poor, depend on remittances for a substantial part of their incomes, reduc-
ing the cost of money-transfer services and making them widely available will have a large impact on
welfare. The monetary authorities should look into developing more efficient inter-bank clearing
mechanisms and requiring banks to be more transparent about their remittance charges.

4.2. International migration

With a view to rationalizing its approach to international migration, it may now be timely for
the Government to embark on a careful evaluation of current policies and their system of adminis-
tration or, for that matter, of the whole system for organizing labour migration through licensed
intermediary companies, with a view to determining if the approach is producing the intended
outcomes, or at least outcomes that are not incompatible with Vietnam’s development goals. Such
an evaluation would need to be informed by good information about conditions in labour markets
at home and abroad, the effectiveness and efficiency of established systems for control, the incidence
of failure (i.e. fraud or high cost of recruitment, bribery, trafficking, etc.) and their consequences,
and the experience of other countries in using different instruments to achieve the same ends. The
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ILO has already surveyed and reviewed “best practices” around the world in the governance of
labour migration and it would be wise to start with its recommendations included in the ILO Multi-
lateral Framework on Labour Migration.” The ILO Framework offers guidelines on developing a
comprehensive, rights-based approach to managing migration.

The internal efficiency of the administration of overseas employment policy could be greatly
enhanced by the use of a modern management information system. The problem with current
antiquated practices has been recognized and measures have been taken to develop a web-based
information system, but organizational dysfunctions (and not a lack of equipment) have so far stood
in the way of fully modernizing the system. Once in operation, the system that has already been
designed, together with the recommendations of an ILO advisory mission in 2010, can provide
up-to-date information on migration and on conditions in the labour market, and give management
ample feedback on how policies are working and how efficiently regulations are being implemented.

Developing specific niches for Vietnamese workers in foreign labour markets could be part of
the overall strategy. According to a report from its National Assembly, Vietnam had some 3,060
nationals working for Vietnamese companies abroad. Should the deployment of Vietnamese work-
ers overseas along “corporate export” lines be the core strategy for the future? If so, would it make
economic sense at this stage to establish enterprises capable of embarking on large-scale contracting
abroad using Vietnamese labour, such as what several large Korean and Chinese construction
contractors are doing with their respective workers? Or should the effort first go to promoting more
bilateral agreements along the same model as the Republic of Korea’s Employment Permit System
(EPS)? Through the EPS, the Republic of Korea was able to send workers who received better
pre-departure and post-arrival training (language, culture, safety, skills) and with expanded labour
rights (including to health and other insurance). *

The experience of every country exporting labour confirms the value of providing adequate
destination country-specific pre-departure training on language, culture, working conditions, their
rights as workers and their avenues for redress, should they encounter any problems. Workers can
make better-informed migration decisions (such as whether to migrate or not, and where to migrate)
if provided with up-to-date labour market information on destination countries. The information
should also be posted on a government website (e.g. DOLISA’s) and include data on regulated costs
involved, especially service charges, brokerage commissions, etc., wages (by occupation), working
hours, working conditions, workers’ rights, cost of living, the number of Vietnamese workers in
these places, the problems frequently encountered by Vietnamese workers in these places, and
addresses to get support. This useful information can easily be sourced from diplomatic missions,
the records of DOLAB, a survey of Vietnamese workers abroad and returnees from these countries.

Despite more than 170 licensed recruitment agencies, it is believed that a significant portion
of overseas migration still goes through unlicensed agencies.” Illegal recruitment is a serious crime

¥ See: http://www.ilo.org/public/libdoc/ilo/2006/106B09_343_engl.pdf
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See ILO: Decent Work for Migrants through Decent Talks by Countries: Improving the Management of Labor
Migration to Korea through Bilateral Cooperation (ILO Regional Office for Asia and the Pacific, 2000).

” See Dang et al. (2010) citing Nguyen Nga (2008).
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that endangers the lives and livelihoods of potential migrants. As in other countries, the association
of recruitment agencies — in this case, the Viet Nam Association of Manpower Supply (VAMAS) —
can help MOLISA monitor and check illegal recruitment. The regulation of recruitment agencies
should be strengthened by raising the penalties for illegal recruiters and intensifying the enforcement
of the law against such activities. Even licensed recruiters should be made accountable if the jobs for
which they sign up workers turn out to be bogus. This would force them to more carefully check
and evaluate the foreign employers with whom they deal. This should be supplemented by actions
to reduce the costs of migration through formal channels, and information campaigns targeting
potential migrants highlighting the perils of going through the informal route. Some studies indicate
a high incidence of Vietnamese workers breaking their employment contracts and taking the irregu-
lar route, an important concern of destination countries.”

The cost of remitting money to Vietnam varies considerably by country of source and
whether it is done through banks or through money-transfer operators such as the Western Union
(see World Bank, 2011). The State Bank of Vietnam should work at further reducing the costs of
sending foreign remittances (to, for example, no more than 3 per cent) by fostering more correspon-
dent relationships between Vietnamese and foreign commercial banks, especially those that have a
good track record for transferring funds at minimal cost, publicizing remittance fees (through
government websites), encouraging banks and other financial institutions to facilitate remittances
through the use of modern technology such as mobile phones and Internet banking, and for the
State Bank itself to provide a special facility for clearing remittances.” Lower remittance fees should
lead to a higher level of remittances being sent, and to a greater portion being coursed through the
formal channels, thus lending itself to better utilization for development purposes.

Finally, the Government should also explore possibilities for negotiating bilateral agreements
on social security in order to provide migrant workers (Vietnamese workers employed in foreign
countries as well as foreign workers employed in Vietnam) with adequate social security protection.
Where agreements are not yet feasible, the effort could be directed at their coverage under Vietnam’s
social insurance system, either on a voluntary or on a compulsory basis. In the absence of bilateral
agreements, temporary migrant workers are disadvantaged since they are seldom employed long
enough to qualify for social insurance benefits even if they are made to contribute to social insurance
— this is especially the case for old-age benefits — unless the workers’ years of contribution in different
countries can be taken into account (i.e. “added-up”) through agreements.

4.3 Areas for possible technical assistance by the ILO
4.3.1 Workshop on internal migration policy
With a view to enhancing the efficiency of the labour market in allocating labour to the most

productive and gainful employment, as well as assisting local governments, the central Government
is planning social and physical infrastructure that minimizes the social costs of migration. MOLISA

* See Dang (2008).

57

This is done, for example, by the Central Bank of the Philippines.

45




The economic prospects of Vietnam and
what it means for migration policy

could organize local-level consultations in the form of workshops to identify key concerns of all
involved parties — the migrants, employers, city/district governments, national agencies, etc. — and
to discuss practical approaches to improving policies and measures affecting internal movements.
These consultations could lead to identifying the parameters for a clear and coherent internal migra-
tion policy. The ILO could provide technical support by organizing the local consultations and for
putting together an “issues paper” for future national discussion. A national workshop could later be
organized to address the following: identify the challenges facing the Government, at all levels, posed
by fast-growing internal migration; come up with a reasonable forecast for future levels of internal
migration; and identify the different roles to be played by the concerned government agencies and
stakeholders for the attainment of the goals of the internal migration policy.

4.3.2 Workshop on international migration policy

Another potential area of ILO technical assistance could be an inter-agency workshop to
discuss the goals and strategy for international migration policy, identify shortcomings of current
laws and policies related to international migration, and identify the different roles to be played by
the government agencies and the stakeholders for the attainment of the goals of the international
migration policy.

4.3.3 Assist GSO in slightly modifying existing housebold surveys to better capture data on

international migrant workers

The LES is potentially a very rich source of information on temporary overseas migrant work-
ers. Though the survey itself would not allow the interviewing of the overseas workers, the remaining
household members may be asked useful information about them, such as, at the minimum, their
gender, age, education, marital status and possibly their previous occupation(s). Such information
would then be useful in analysing some of the impact of international migration on Vietnamese
households; for example, their impact on the labour-force participation of household members. It
would also be useful in monitoring the profile of overseas workers. However, at present, such infor-
mation is not adequately collected in the LES because of the way household members are classified.
Many of the overseas Vietnamese who have a temporary working contract — for example, in the
Republic of Korea, Malaysia, Taiwan (China), etc. — which lasts for a year or several years do not
qualify as being a member of their original households, even if they still count themselves as such.
This is a waste of potentially very useful information. The ILO can assist the GSO in making this
slight revision. It may entail some costs as it will lengthen the interview time slightly for households
with temporary migrant workers. This information would be even more useful if embedded within
panel data, so that one can trace how losing or gaining overseas workers impact households. Thus,

the ILO should also support efforts to have a subsample panel within the LES.

4.3.4 Provide training to Vietnamese government officials in charge of providing on-site protec-
tion to Vietnamese overseas workers

The ILO can assist with the training of diplomatic officials who are assigned to protect and
provide on-site services to Vietnamese workers abroad. The ILO has documented typical challenges
and problems encountered in the field, studied the constraints and conditions facing these officials
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in typical assignments, and developed the principles and guidelines for being effective in what are
often very difficult jobs.

4.3.5 Study the feasibility of including overseas workers in the domestic social insurance system,
including unemployment insurance

The ILO can provide technical advisory services for negotiating bilateral agreement with one

or more countries of employment covering, among others, methods for “adding up” contributions
of migrants in different countries so as to enable them to qualify for social security benefits, particu-
larly for old-age pensions.

4.4 Potential migration-related targets for inclusion in Vietnam’s employment strat-

cgy

Odlyjective 1: Increase productive employment for 1V ietnamese women and men

Remove obstacles to internal migration that cause inefficiency and discriminate against
certain groups.

Improve access for all jobseekers and employers to information about demand for and supply
of workers in different parts of the country as well as in foreign labour markets.

Increase training facilities and opportunities for Vietnamese workers to acquire, at low cost,
the skills needed in the local economy as well as overseas.

Obyjective 2: Ensure improved quality of employment for women and men in the labour force

Increase the share of overseas workers going to countries with which Vietnam has bilateral
agreements and where the workers are more likely to have adequate rights and protection.

Can be achieved in two ways: increasing the number of workers in countries with which
Vietnam has bilateral agreements; and increasing the number of countries with which
Vietnam has bilateral agreements.

Develop and provide country-specific pre-departure training to departing overseas workers

(learning from past experience gained with some destination countries, such as the Republic
of Korea).

Include temporary overseas workers in the domestic social insurance system.
Obyjective 3: Improved labonr marfket governance
Formulate a clear and coherent internal migration policy, outlining the goals for internal

migration and the roles to be played by different government agencies and stakeholders
towards those goals.
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Formulate a clear and coherent international migration policy, outlining the goals for interna-
tional migration and the roles to be played by different government agencies and stakeholders
towards those goals.

Make publicly available, via such means as government websites, labour market information
(wages, working conditions, law and cultural information) regarding potential destinations
for Vietnamese workers to help them make better-informed migration decisions.

Improve the supervision of recruitment agencies, strengthen the law against illegal recruit-
ment and increase the number of illegal recruiters prosecuted.

Provide support to VAMAS to develop mechanisms and tools for monitoring recruitment
and labour-market conditions abroad.

Provide concerned diplomats with adequate training regarding on-site protection for overseas
workers.
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