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Executive summary

1. Introduction

The purpose of this report isto conduct a SWOT (Strengths, Weaknesses, Opportunities,
Threats) analysis of Public Administration Reform (PAR) aswell as anti-corruption
program and policies during the first five year to 2005 of the PAR Master Programme
2001-2010. Based on this analysis, suggestions are developed for the second period to
2010, and opportunities for possible assistance by ADB identified.

2. PAR M aster Programme

The overall goal of the PAR Master Programme isto build:

“a democratic, clean, strong, professional, modern, effective and efficient public
administration system which operates in line with the principle of the Socialist state,
ruled-by-law and under the leadership of the Party”

and with reference to human resources, to ensure that:
“public cadres and civil servants will have the appropriate capacities and ethical
gualities that are able to respond to the requirements of the cause of nation building and

development. ”

The Master Programme is structured around 4 key focus areas, 7 action programmes for
the period 2001-2005, and 9 specific objectives:

Key focus ar eas Specific objectives Action programmes
1. Institutional reform 1. Strengthening adminidrative 1. Development and issuance of
legal institutions, enhancing normative legal documents

accountability and reforming the
processes for developing and
issuing normative legal documents

2. Reforming administrative 2. Revising tasks, functions and
procedures so that they are organizationa sructures
transparent, simple and
convenient for people

2. Reform of organizational 3. Definerole and responsibilities | 2. Revising tasks, functions and
structures of public of administration in relation to organisational structures
administration tasks to be performed by the sate

and by non-state organizations

4. Restructuring of state 2. Revising tasks, functions and

machinery to focus on macro- organisational structures

management and regulatory roles
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Key focus areas

Specific objectives

Action programmes

5. Decentralization to and
reorganization of loca
government, including defining
urban and rural administrations

2. Revising tasks, functions and
organisational structures

9. Administrative systems
substantially modernized

7. Modernizing administrative
systems

3. Renovation of thecivil service

6. By 2010, the contingent of
cadres and civil servants will be of
reasonable size, professional and
capable of discharging their public
duties

4. Quality improvement of cadres
and civil servants

3. Saff downsizing

7. By 2005, the sdaries of cadres
and civil servants will be adequate
to maintain their life and thelife
of their families

5. Sdary reform

4.Public financereform

8. By 2005, the financial
mechanism will have been
reformed to be suitable for
administrative agencies and public
service delivery agencies

6. Improvement of financial
management mechanisms for
administrative and public service
delivery agencies

By and large, the outputs set in the PAR Action Programmes for 2005 have been
produced (or will be by the end of the year), with some exceptions. This is a noteworthy
achievement, considering that the Master Programme was only approved in September
2001, and most of the 7 action programmes in mid-2003 only.

Although studies, design, drafting and piloting have been going on during the whole 5

year period, most reforms and initiatives have only at best been operational to significant
extent ‘inthe field’ for 1-2 years. It is therefore to be expected that the outcomes (results)
are less evident at this point in time. Nevertheless, there are a not inconsiderable number
of significant and visible successful outcomes, for example in the areas of business
environment reform/business registration, One Stop Shops and block grants.

Asreforms and actions are still ‘young’ and nation-wide implementation still on-going,
the overall impacts on the efficiency of public administration and quality of public
services are of course gill very limited. But it is fair to say that the general impressioniis
that there have been incremental improvementsin virtually all aspects of public
administration and public services, and no — or very few — negative developments.
However, there have not been any dramatic “ breakthroughs’ and many well-known
problems of bureaucracy and red tape are still very much in evidence, which may
contribute to the feeling that PAR so far has not “delivered”’ on its promises. To some
extent these are the classic perceptions of the half-empty or half-full glass.

Achievements so far are not fully implemented and sustainably ingtitutionalized. The

necessary consolidation will need to be an important and critical part of PAR during the
coming period.
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However, the success in institutionalization depends on durably and decisively changing
the attitudes, mindsets, skills and competence mix of the contingent of cadres and civil
servants. Unless the reform of the training system and of the training dispensed is
radically accelerated, it is doubtful whether a sufficiently large proportion of the civil
servants can be reached by 2010 to ensure an impact.

2.1 Institutional reform

Specific objectives:

1. Strengthening administrative legal ingtitutions, enhancing accountability and reforming the processes
for developing and issuing normative legal documents

2. Reforming administrative procedures so that they are transparent, simple and convenient for people

There have been steady and sustained improvements of quality and throughput in
legislative capacity and elaboration of legal normative documents, and clearer authority
on who can issue what kind of legal normative document. Many laws start to approach
international standards and quality. The rule by law and is gaining ground, and the scope
for arbitrary and ad hoc decisions by officials is becoming more circumscribed.

But research capacity before drafting is still weak, and should be more separated from
actual legal drafting. Generally speaking, the cost and impact of legal normative
documents are not well investigated beforehand, and the legislated reforms are often
under-funded. The necessary subsidiary enabling decrees and regulations often only come
avery long time afterwards (1-2 years). | mplementation and coherence would gain by the
processes running more in parallel, and the need for frequent and early revisions would
lessen.

The recent creation of awell-staffed Law Committee under Office of the Government is
an interesting development that in part addresses the above weaknesses.

Legal normative documents still lack specificity, and there is a need for practical
handbooks, " how-to” manuals and support (local consultants, technical assistance etc) for
implementation. Monitoring and review of outcome — qualitative as well as quantitative -
needs to become more evidence-based and not mainly opinion-based.

There has also been steady and incremental progress in improving administrative
proceduresin most areas, but few decisive breakthroughs. The business
registration/enterprise law isa prominent success, but still needs constant vigilance and
pressure to sustain and continue progress.

The One Stop Shop also a quite successful and proven model, roll-out and replication is
underway, but quality and other problems remain (technical as well as capacity building).
Sustained support will be needed for several years, especialy for the commune level roll-
out.
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2.2 Reform of organizational structures of public administration

Specific objectives:

3. Definerole and responsibilities of administration in relation to tasks to be performed by the sate and by
non-state organizations

4. Restructuring of state machinery to focus on macro-management and regulatory roles

5. Decentralization to and reorganization of local government, including defining urban and rural
admini strations

9. Administrative systems substantially modernized

Restructuring is continuing, although at varying speed over time, and represents an
incremental positive trend towards fewer entities reporting to Government and the Prime
Minister, but there are sill arguably too many (should for example all provinces report
directly and individually to the Prime Minister and the Government?). A similar trend can
also be seen asregards clarification of roles, functions, tasks of ministries, central
agencies and People’ s Committees at various levels.

But the weakness is that organizational restructuring is often not based on systematic
tools, such as functional analysis, and not combined with rightsizing (instead of
"downsizing"). Furthermore, the rightsizing undertaken has mostly not been based on
systematic work and job analysis (which lead to job descriptions, which in turn give staff
structure, and the foundation for staffing, training and baseline for block grants). Job
descriptions are not generally used, but pilots have shown thisto be feasible and useful.

Decentralization isakey part of PAR, and is an ongoing trend in almost all areas, usually
incrementally, and with some resistance from central or higher levels. Certainly, the
potential for significantly more autonomy at lower levelsisthere, but so far actual
autonomy seems still below the potential. The effects so far of decentralization seem
positive, but over time, there are risks that poorer and weaker areas will be left behind, as
they can less reap the benefits. However, decentralisation is still early in the process, so
"teething problems’ areto be expected. Financial, managerial/administrative, and
political (authority, decisions) autonomy are not well synchronized. But recent legislation
does improve clarity of who doeswhat a various levels, although the decentralization
from province to district and commune has so far been less addressed. Ministries are now
in the process of clearly defining which tasks are to be decentralized to what level, or
delegated to other non-state actors.

Thereisalso arisk of decentralization going faster than lower levels can absorb, and that
resources, capacity building do not accompany. There seemsto be little discussion of the
optimal size of (territorial) units to which one decentralizes. Are they big enough to have
the resources etc to manage, and is fragmentation cost-inefficient, and can the resulting
small facilities attain the desired quality levels?
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Socialization has so far been abit on the "backburner”, but has now been given much
greater prominence for the next period, with public-private partnerships, privatization and
other mechanisms to be used more widely. Socialization is the next step for Decree 10, to
increase not only financial but also managerial autonomy. It will also clarify the
distribution of roles between what state, socio-political organizations/NGOs and
citizeng/private sector can and should do.

The idea of more result orientation in public administration and public service delivery
(grouping such concepts as performance management, quality management, citizen's
report cards, medium-term expenditure frameworks, service standards, outcome and
impact monitoring etc) is increasingly gaining ground, and various pilots have been
conducted or are ongoing. These developments are being conducted in arather dispersed
and ad hoc manner, as isto be expected in the early stages. But the time is probably ripe
now to take amore holistic approach and support this trend as such, and not just in
specific areas. Thiswill also require a significant change in attitudes and management
culture, which will need longer term capacity building and familiarization efforts.

Modernization of government and administration working methods can perhaps be
characterized as fine-tuning and adjusting to current practice and revised organization
laws and decrees.

Although IT centers have been established in almost al Government organizations and
quite alot of IT development and procurement has been taking place, overall results of
state administrative management computerization are much less than hoped for and/or
delayed. In particular, the importance of business process reengineering and common
standards for applications, in addition to appropriate I T technical and procurement
standards, have perhaps not been given sufficient emphasis as fundamental prerequisites.
Fragmentation and quality are issues of concern, partly due to the dispersed nature of IT
development more or less independently conducted by ministries and provinces with
limited coordination and cooperation. E-government has been established as avision and
goal for the coming period, but work so far has still mainly been on the conceptual and
preparedness aspects.

2.3 Renovation of thecivil service

Specific objectives:

6. By 2010, the contingent of cadres and civil servantswill be of reasonable size, professional and capable
of discharging their public duties

7. By 2005, the salaries of cadres and civil servantswill be adequate to maintain their life and thelife of
their families

There has been extensive development of the regulatory framework during the period
based on the 1998 Ordinance on Public Employees, and the framework is now quite
modern in concept. New recruits have higher qualifications than before. Also, regulatory
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separation between administrative and public service agencies is enabled, athough in
practice the regimes have not yet diverged very much. Commune level officials are now
also integrated as civil servants. Decentralization of personnel management has started,
but is still “in the process’. There have been some improvements in incentives, promotion
prospects and reward for performance, but they are still arguably insufficient to recruit,
retain and reward high-quality performers, and to generally promote performance.

The salary system is evolving and improving, and levels may approach market rates for
some categories, although probably not for higher ranking specialists and in the most
economically developed regions. The financial schemes to reward merit and promote
performance are still insufficient. Reforms are not coupled with measures to reduce
unofficial salary supplements. There are great disparities in official salary/bonus
supplements between Decree 10, Decision 192 units and non-block grant units, and
between advantaged and disadvantaged regions. There is no systematic or reliable
follow-up of resulting salaries, and the effects and impacts thereof (nor of total income
for that matter).

There have been significant efforts and results in upgrading the contingent of civil
servants to stipulated levels of formal qualifications. The “legacy” of under-qualification
has disappeared or will soon disappear, athough there is still some way to go concerning
commune level officials. But the training, although partly revised, is still mainly old style,
formal and theoretical, and weakly related to practical work requirements.

A lot of experimentation and small-scale piloting of skills-oriented, work-related short-
term training based on interactive modern training methods have been conducted during
the last 5-7 years; but only now are significant larger scale pilotsto start, that will later
lead to roll-out. Evenif the training reform process is speeded up from the slow pace
during the current period, it seems likely that only a limited fraction of the target groups
will be reached during the coming period, and thus very little impact will result before the
end of PAR Master Programme in 2010. Reform of the training system and training
ingtitutions has been limited so far. Other models and channels for public servant training
may need to be explored to achieve significant impact by 2010 and for the future.

2.4 Public financereform

Specific objectives:

8. By 2005, the financial mechanism will have been reformed to be suitable for administrative agencies
and public service delivery agencies

There has been a steady trend towards more efficient and effective systems for budgeting;
expenditure control and financial supervision. There have also been continuing moves
towards more financial decentralization and delegation, although the actual use of the
possibilities are sometimes constrained by lagging manageria and administrative
decentralization and capacity gaps. However, these trends mainly concern expenditure,
not revenues which are still very centralized. Lately, there has been increasing interest
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and efforts towards result orientation (medium-term expenditure pilots), but thisis still at
an early stage. These developments will continue to play out over several more years, and
will need continued support.

Block grants for administrative units (Decision 192) and Decree 10 (for revenue earning
public service agencies) have shown clear positive effects, but many operational
problems remain. Support to units has not been so strong. Roll-out is continuing, and isin
early stages especially for administrative units at commune level. The processwill
continue for several more years.

2.5 Anti-corruption

High-level political commitment to fighting corruption is regularly confirmed, awareness
and recognition of the problems and issues are widespread. Media publicity and coverage
isregular and extensive. Specialized research and surveys on corruption have been
initiated. A specific legal and institutional framework has been in put in place, and a
comprehensive program for its further improvement and addressing the weaknesses
identified has also been elaborated. Some successes have been registered, but the overall
detection, reporting and sanctioning rate remains very low. Although the legal and
ingtitutional framework has recognized weaknesses, it would still apriori seem to have
had the potential to deal with much more of the corruption than has actually been the
case.

Although the recent diagnostic survey gives some indications, for want of futher detailed
research, it isdifficult to say with adegree of certainty what the main reasons are.
Capacity per se of the detecting and investigating bodies does not seem to have been a
main limiting factor so far. But it would seem that a combination of factors —widespread
opportunities for corruption, insufficient societal mobilization, collective nature of much
corruption, low risk of being caught and sanctioned, uneven internal commitment and
follow-through a intermediate and lower levels - has made it difficult to achieve a
‘critical mass' to overcome what one could call the initial ‘ credibility threshold’. If
citizens and officials in general and potential perpetratorsin particular are tangibly
convinced that a significant proportion of corruption acts are discovered and effectively
dealt with, avirtuous circle of mutually reinforcing actions against corruption could be
induced; if not, achieving good results is arguably much more difficult.

3. Recommendations

3.1 Draft action plan for the second phase

As proposed by MOHA, the general objectives for the second period are broadly the
same as for the first period, asthe overall goal of the MP to 2010 is still fully relevant and

valid; the differences would mainly be in the actions and measures to achieve these. The
proposed content continue to be grouped under the four focus areas, and the concrete
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objectives in the PAR MP will continue to be realized with appropriate revisions. The
specific activities will be carried out under 5 national sub-programmes, action plans for
which should be ready for approval by July 2006.

3.1 Suggestions for PAR 2006-2010

Overall, one could group actions under four broad headings:

Consolidation of reforms

The bulk of effort would need to be continued deployment, consolidation and ‘fine-
tuning’ of already launched reforms:

One Stop Shops

Grassroots democracy

Decentralization,

Public financial management (including block grants, budget autonomy),
Personnel management,

Salary level increases

Skills-oriented, work-related civil servant training.

Adminigrative IT (national databases and core IT systems)
Modernization of facilities and infrastructure (offices, work equipment, including
I'T equipment)

0 Gender/advancement of women

O 000000 O0O0o

Extension of reforms

Development and implementation of ‘second-stage’ reforms that take initial reformsto a
higher level, and of reformsthat were only given limited attention during the first period.
Thisincludes:

E-government

Extension of financial autonomy

Result-oriented budgeting and expenditure

Revenue decentralization

Socialization of public services

Managerial ‘block’ autonomy for agenciesto complement financial block
autonomy

Salary system structure reform

Organization and staffing based on job descriptions

Civil servant training system reform

Further rationalization of central government ministries/agencies
Strengthening of downstream and upstream legal normative document process

OO0 O0OO0O0Oo

OO O0OO0Oo

Cross-cutting reforms
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These are not necessarily new efforts as such, but they have not been approached from an
integrated, and probably more effective, perspective.

0 Build up external applied research and consultancy capacity on public policy
management

I mprove horizontal coordination and information sharing among government entities
Mainstreaming of poverty reduction into PAR

Institutionalization of administrative procedure reform

New managerial paradigm

Result-orientation within public administration

O O0OO0O0Oo

‘Blue-sky’ reforms

These are comparatively radical but potentially promising ideas that may or may not turn
out to be feasible, desirable or relevant. The purpose isto learn, share international
experiences, conduct studies, discuss and debate, and maybe pilot experimentally, asa
basis for later decisions on whether to pursue them further or not.

A tentative roadmap table is presented in Section 7.7 below.

3.2 Management mechanismsfor PAR 2006-2010

Programme structure

The action programme approach used for the first period was not very effective; instead it
is suggested to use the four focus areas directly as structure for the programme 2006-
2010, and two develop two versions of the programme (1) a narrative programme plan in
the habitual format to be used as basis for formal decisions and promulgation; and a
corresponding operational programme plan in a somewhat more detailed style with
activities grouped under objectives, and specification of outcomes and indicators. This
will help inidentifying linkages and in sequencing, and later on in monitoring and
evaluating progress.

Monitoring and evaluation

It would be possible to make the monitoring for PAR much more powerful by fairly
uncomplicated measures that do not require disruptive changes to the existing reporting.
The main weakness lies in the ‘all-or-nothing’ style of reporting implementation, which
does not indicate quality of implementation. Threeto four sandards of successively
higher implementation and quality can be developed for key reforms, together with fairly
simple checklists to for external or internal self-assessment.

Ciritical success factors
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Apart from high commitment from leadership at all levels, especially the highest levels,
the most critical success factors would seem to be personnel -related: (a) personnel
management reforms decisively applied to foster performance and merit; (b) managerial
accountability, autonomy and reward for performance; and (c) appropriate and effective
training widely dispensed to change attitudes, skills and knowledge, reaching a ‘critical
mass' of civil servants.

3.3 Suggestions for Anti-Corruption 2006-2010

Thereis already a draft programme for strengthening the comprehensive capacity of the
inspectorate, which is quite wide-ranging and detailed. It covers alarge number of actions
in many fieldsthat directly or indirectly relate to anti-corruption.

This includes studies, drafting of legal documents, training and pilots for improving
operations, organization, decentralization and strengthening capacity of staff of the
inspectorates, coordination with other agencies; reforming administrative complaints with
pilots on mediators/administrative ombudsmen, administrative panels; improving

citizens reception; broadening judicial jurisdiction to al administrative decisions; studies
on improving the effectiveness of the inspectorates in anti-corruption; drafting
implementing decrees for the Law against corruption in respect of transparency, civil
servants’ assets, code of conduct for civil servants, denunciations, involvement of
citizens, media and civil society in anti-corruption, rotation of civil servants, and
coordination mechanisms for prevention and fight against corruption; and elaboration of a
national strategy on anti-corruption.

Insofar as measures are PAR-related, the risks and critical success factors are the same as
for PAR. Specifically for anti-corruption, one could add the critical importance of ()
keeping up momentum: steadfastness in commitment, and no relaxation of effortsto
combat corruption; (b) increasing the level of corruption detection and sanctioning to a
credibly dissuasive level, or — since determining this level beforehand is difficult - at least
steadily and continuously increasing the level of detection.

Given the magnitude and coverage of the tasks already envisaged, it would probably be
premature to suggest adding on more tasks, or trying to suggest an even more
comprehensive anti-corruption plan. However, the programme concentrates on the
ingtitutional and legal aspects, and includes only very limited support to implementation
outside the ingpectorate organizations and inspection system. Many of the provisions
related to PAR and societal involvement in the draft law would be new and potentially
significant breaks with current practice in the public administration. Asfield
implementation is often the weakest link, complementary programmes are suggested.

0 Capacity building for mainstreaming corruption prevention into PAR
o0 Capacity building for mainstreaming corruption prevention into society
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3.4 Suggestions for possible assistance by ADB

Institutional reform

(0]

(0]

(0]

0]
0]

Strengthening of downstream legal normative document process and capacity
building for Law Committee

Build up external applied research and consultancy capacity on public policy
management

Improve horizontal coordination, information sharing among government entities
Support nation-wide deployment, consolidation and fine-tuning of One Stop Shop
Institutionalization of administrative procedure reform

Reform of organizational structures

O O0OO0OO0OO0OO0O0o

Result-orientation within public administration

Decentralization observatory

Application of job descriptions

Socialization

Modernization — PAR institutional framework for e-government

Modernization — E-government at grassroots level

Modernization — reform I T systems development, procurement and management
system

Renovation of the civil service

0]
0]
0]
0]

Salary observatory

Civil servant training

Civil servicetraining reform
New managerial paradigm

Public financial management

o

Support nation-wide deployment, consolidation and fine-tuning of block grants for
administrative units

Anti-corruption

(0]
0]

Capacity building for mainstreaming corruption prevention into PAR.
Institutional exchanges and sharing of international and regional experiences on anti-
corruption work
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1 Introduction

The purpose of this report isto conduct a SWOT (Strengths, Weaknesses, Opportunities,
Threats) analysis of Public Administration Reform (PAR) aswell as anti-corruption
program and policies during the first five years to 2005 of the PAR Master Programme
2001-2010. Based on this analysis, suggestions are developed for the second period to
2010, and opportunities for possible assistance by ADB identified.

2 PAR, the PAR Master Programme and its context

2.1 Governance and PAR

Despite the fact that the term governance has various meanings, in broad terms the
concept describes the institutional context in which citizens interact among themselves
and with government agencies. The ADB has identified four basic elements around which
good governance is structured: (i) Accountability, meaning making public officials
answerable for government behaviour and responsible to the entity from which they
derive authority; (ii) Participation that derives from an acceptance that people are at the
heart of development; (iii) Predictability, meaning the rule of and by law; and (iv)
Transparency, that refers to the availability of information to the general public and
clarity about government rules, regulations, and decisions. For contemporary Vietnam, it
is possible to argue that good governance is directly concerned with the development
process, involving a number of on-going economic, legal, political, administrative, state-
owned enterprise (SOE) and other reforms to improve living standards of the public and
to enhance democracy. The overall renovation of the country (Doi Moi), the socio-
economic development plans aswell as the national strategy for poverty alleviation
(CPRGYS) are considered as a framework within which the various reforms attempt to
build an effective government, strong oversight institutions, and vibrant society support
national development.

In such a context, public administration reform (PAR) is of considered of great
importance to Vietnam's current development prospects because, as in any country, the
exercise of state power has a major effect upon national development and public
administration is at the heart of the mechanism through which state power is exercised.
Indeed, the importance of PAR has been and continues to be stressed on numerous
occasions in statements by leaders of the Party and Government and in various
documents.’

! For example, the Government report for the 2004-CG meeting on’ the Implementation of soci o-economic
objectives during the period 2001-2005 and pre-requisites for the new period 2006-2010" saysthat itisa
necessity to “regard administrative reforms as the pivotal element that decides the success of the “doi moi”
cause during 2006-2010".
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It isobvious in Vietnam that major social and economic change is placing great pressure
upon the state and its capacity to evolve. What should its role be? How should it
implement this role? How should it interact with and facilitate other development actors
such as the private sector and civil society? PAR should be seen in this context. But in
analysing PAR in Vietnam, it is important to take into account the discussion through a
typically Vietnamese process involving issues of perception, interests and resource
alocation. Thisis forcing the reformersto seek out creative solutions viable under
Vietnamese conditions.

It is therefore best to view PAR as a process, rather than policy to be devised and then
implemented. Looking broadly over the last 10 years or s0 (and even longer), one might
say that PAR has always been practiced in one way or the other, even before the term
became widespread. In the beginning it was conducted in arelatively piecemeal and ad
hoc manner without a unifying vision, concept, and structure. The PAR concept and later
the MP can be seen as reaction to this weakness, and supplied the missing framework and
general direction. The next challenge is ensure that PAR will be truly *“ mainstreamed”
and treated as a normal and regular coretask of all government organizations, i.e. that
they must not only correctly execute their duties and functions to the satisfaction of
Government and citizens, but aso be committed and capable to continuously improve
and develop their own performance.

2.2 The context of the PAR and the PAR Master Programme

The first five year phase of the ten year PAR master programme is ending in 2005, and
preparations are under way to develop detailed objectives for the period 2006-2010. At
the same time, the socio-economic development plan for the period 2006-2010 is being
finalized.

The renovation policy doi moi will next year celebrate 20 years, and a major review of
the achievements is being prepared. But the success of doi moi is evident and plain to see
for everybody in the reduction of poverty and high growth path sustained over many
years. This could not have been achieved without overall high quality in Government and
the public administration system. Certainly, very significant weaknesses were recognized,
but in many cases these were compensated by efforts at consensus building around
objectives, and by a high degree of flexibility and relative autonomy of institutions?.

But times and circumstances evolve and the pressures of globalization and integration, as
well as the increasing sophistication and complexity of society and the economy, pose
new and different challenges. Better coordination and greater coherence in administration
are considered necessary to achieve the levels of efficiency and effectivenessin public
management tasks and public service delivery required for continued and sustained future

2 Seefor example Van Arkadie, Vietham— a transition tiger?, and Nguyen Khac Hung, The role of public
administration in economic transition: the case of Vietham and Dapice, Success story or wierd dualism?
Research under the theme ‘ politics and the state’ in connection with the upcoming 20-year review of Doi

Moi should also give more insights on this ‘ paradox’ .
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growth at high levels. It isin this context that the repeated emphasis on further clarifying
roles, reducing overlap, streamlining organizational structure, improving coordination
and improving the still too low capacity of the civil service etc should be interpreted, not
as alack of progress but as arecognition that PAR is a never-ending process.

PAR as an integrating concept for reforms in administration and institutions started to
become prominent in the early nineties, and was officially endorsed in 1995 at the Eighth
Plenum of the Party Central Committee, with emphasis on building a clean and effective
state apparatus. However, the lack of a unifying frame for the various reforms adopted
was perceived as a handicap as it created confusion about what PAR was (and what it
was not) and how it related to reforms in other sectors and in the political system. This
led to the development and adoption of the PAR Master Programme 2001-2010 in
September 2001. Thiswas significant step in the approach to PAR in the sense that it
gathered into one document all the targets, plans and modalities for the reform of the
public administration, as a reference against which progress could be in principle be
assessed and as a foundation for coordinating and synchronizing reforms in the different
areas and by different actors.

As mentioned above, PAR and the PAR MP are parts of wider governance reform, and
the boundaries are necessarily somewhat arbitrary. The general text of the PAR MP is
quite wide in including many areas of the legal and financial sector reform, and that sense
subject to considerable overlap. But PAR as defined more concretely and especially by
the sub-programmes for the period 2001-2005 (see below) are more narrowly defined in
this respect. For example, the legal system part of institutional reforminthe PAR MPisa
small although important part (legal normative document process) of the more general
reform of the legal (or institutional) system; the public finance component only concerns
one part in the overall reform of the public financial management.

However, in practice these digtinctions have been applied pragmatically, and in practice
work has been going on to varying extents on both the wider and narrower agenda.

PAR is also to be implemented hand in hand with the renovation of the political system,
notably at the grassroots level through the development of Grassroots Democracy.
Closely related, but in practice separate from PAR MP (although mentioned as a general
task), isthe anti-corruption fight, where a more coordinated and integrated approach and
strategy is currently under development.

There are also a number of overarching or transversal strategies and policies, of which the
CPRGS and Gender (Plan of Action for the Advancement of Women) are directly
relevant to PAR.

In this assessment detailed focus is on the narrower definition of PAR, while the wider
context is discussed in broader terms.

The PAR Master Programme Phase |

Page 17 of 134



Governance Assessment with focus on PAR and Anti-Corruption

The overall goal isto build:

“a democratic, clean, strong, professional, modern, effective and efficient public
administration system which operates in line with the principle of the Socialist state,
ruled-by-law and under the leadership of the Party”

and with reference to human resources, to ensure that:

“public cadres and civil servants will have the appropriate capacities and ethical
gualities that are able to respond to the requirements of the cause of nation building and
development. ”

For the first Phase 2001-2005, the following overall objectives are stated:

0 Functions, tasks, authorities and responsibilities of administrative agencies, from
the Government to Ministries and People’s Committees at all levelswill have
been clearly defined

0 Decentralization in implementing the state management functions from central
government to local administration aswell asamong local administration levels
will have been accomplished fundamentally

0 The mechanism for public financial management in administrative and public
service delivery agencies will have been fundamentally renovated

0 Thesaary system for cadres and civil servants will be reformed fundamentally
according to the Resolution of the I X Congress of the Party.

The MP is structured around 4 key reform (or focus) areas, 7 sub-programmes (or action
programmes) for the period 2001-2005, and 9 specific objectives™:

Key reform areas Specific objectives Action programmes

1. Institutional reform 1. Strengthening 1. Development and
administrative legal issuance of normative legal
ingtitutions, enhancing documents

accountability and reforming
the processes for developing
and issuing normative legal
documents

2. Reforming administrative | 2. Revising tasks, functions
procedures so that they are | and organisational structures
transparent, simple and
convenient for people

2. Reform of 3. Define role and 2. Revising tasks, functions
organizational structures |responsibilities of and organisational structures
of public administration administration in relation to

3 Summarized, the actual MP document is less succinct in thewording.
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Key reform areas

Specific objectives

Action programmes

tasks to be performed by the
state and by non-state
organizations

4. Restructuring of state
machinery to focuson
macro-management and
regulatory roles

2. Revising tasks, functions
and organisational structures

5. Decentralization to and
reorganization of local
government, including
defining urban and rural
administrations

2. Revising tasks, functions
and organisational structures

9. Administrative systems
substantially modernized

7. Modernizing
administrative systems

3. Renovation of thecivil
service

6. By 2010, the contingent
of cadres and civil servants
will be of reasonable size,
professional and capable of
discharging their public
duties

4. Quality improvement of
cadres and civil servants

3. Staff downsizing

7. By 2005, the salaries of
cadres and civil servants will
be adequate to maintain their
life and the life of their
families

5. Sdary reform

4.Public financereform

8. By 2005, the financial
mechanism will have been
reformed to be suitable for
administrative agencies and
public service delivery
agencies

6. Improvement of financial
management mechanisms
for administrative and public
service delivery agencies

2.3 Related reform areas

As mentioned above, PAR as defined by the MP in general and for Phase | only partially
includes elements of ongoing or planned legal, judicial and public financial management
reforms. Other areasto a certain extent outside the M P such as anti-corruption, business
environment reform and renovation of the political system (grassroots democracy in
particular) to asignificant extent depend on or are influenced by PAR. In addition
overarching or transversal policies such as CPRGS and Advancement of women (Gender)

have PAR implications.

Legal and judicial reform (ingtitutional reform)
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With the introduction of doi moi, the necessity of alegal framework and system meeting
international standards was recognized. This has involved aradical shift from resolutions,
policies, administrative commands and political fiat to rule by law as the main state
management instrument, and a build up the of judicial and legal organs (courts,
procuracy, lawyers, legal education, legal aid etc).

Recognizing the difficulty of a piecemeal approach, the Government with donor support
in 2002 completed a comprehensive needs assessment for the development of the sector
to 2010, and this became the basis for developing a legal system development strategy
covering the five areas in the needs assessment (legislative and law-making reform,;
judicial reform; ensuring effective and efficient implementation of laws and regulations,
developing the legal information system and assuring legal dissemination; and legal
education and professional training). In 2004, it was decided that the judiciary is of such
importance that it should be considered a separate but parallel policy, with the Party
takin4g aleading role in its elaboration. The two strategies were finally adopted in mid-
2005".

Thejudicial strategy inter aliaaimsto place a strengthened and reorganized court sector
at the center supported by improved procedures. It also includes severa tasks closely
related to PAR topics: making clear distinction between administrative management and
judicial authority; developing a mechanism to engage agencies and organizations in anti-
corruption; improving the public notary institutions; reforming personnel management
and training; and improving oversight mechanisms.

The legal strategy inter aliaaimsto fundamentally reform and improve the law making
process and generally enhance role of the law as the main governing mechanism. It also
includes several tasks closely related to PAR and anti-corruption: improvement of laws
on complaints and inspection; develop acivil service law, improve the law on
organisation and operations of state administrative agencies in order to by 2010 eliminate
their monitoring role over enterprises, accelerate socialisation of public services, simplify
and make transparent administrative procedures, and by 2020 to allow the government to
focus on macro-level administration by 2020. Also included are new or improved laws on
state compensation, supervisory rights, referendums, public financial management, and
socialisation in various fields. It isnot clear yet how the coordination and coherence of
implementation between the two strategies would be ensured, in view of the many
interlocking tasks.

Although the rather drawn out finalization process for the strategies seemsto have slowed
down implementation, work flowing from Politburo Resolution no.08/NQ-TW on key
judicial tasks from 2002 has and is being carried out, particularly in the area of legislative
and law-making reform, partly in response to the WTO process. Also, “routine” PAR

* Resolution of the Politburo 48-NQ/TW, Strategy for the development and improvement of Vietnam's
legal system to the year 2010 and direction for the period up to 2020 (May 24, 2005); Resolution of the
Politburo 49-NQ/TW, Judicia reform strategy to 2020 (June 2, 2005).
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tasksrelated to functional and organizational rationalization, working rules etc have been
carried along the same line as in state agencies in other sectors. During the last 5-10 years
the legidative process has increased and improved in quality year by year, with alot of
focus, capacity and resources allocated to the legal sector. The capacity and quality of the
law making process at the National Assembly is steadily increasing, with more permanent
members (25% since the start of current term 2002-2007), and an ambition to decrease
member turnover and prolong sessions. Contents of laws are increasingly in accordance
with international standards. But capacity is still strained, by WTO accession
requirements and other demands of globalization.

Nevertheless, there are ill important weaknesses in the process and in the quality of
legal normative documents (the main focus area of PAR in respect of institutional reform
— see below).

Administrative courts

Another topic closely related to PAR concerns the administrative court system (which is
mentioned in general terms in the MP). The administrative courts, (more correctly
divisions within the People’ s Courts at central and provincial level) were introduced in
1996 and can be considered a major effort to establish law-based mechanisms for
protecting the legitimate rights of citizens and businesses in relation the administration.
However, after amost 10 years of existence, and allowing for the newness of the concept
for all concerned parties, the impact of the courts has been well below expectations (only
some thousand or so cases per year, as opposed to more than a hundred thousand
complaints). Although reforms in the legal sector are generally positively viewed by the
general public, there are indications from surveys® that awareness and access to legal
information and familiarity with the judicial system, especially at grassroots level and in
poor and remote areas is comparatively low, and that for this as well other reasons
alternative channels of redress for perceived injustice in administrative decisions are
preferred and felt to be easier and more productive (such the complaints channel). But
there are also structura and procedural constraints. The scope of judicially reviewable
decisions is still quite narrow, even after an extension in 2001; land disputes, which
account for something like 50-60% of administrative complaints, are still excluded.
Procedures require a high degree of legal sophistication by plaintiffs, and actual
independence of courtsin relation to the administration is still limited. Many of these
issues have been recognized, and work on revision of the relevant legal documents
(Ordinance dealing with adminigtrative violations, Ordinance on procedures for
settlement of adminigtrative cases) iswell under way. Substantial continued reform of the
complaints system in general, including the pilots of administrative tribunals is planned
for 2006-2010°.

Public financial (and expenditure) management reform

® For example, Accessto justice in Viet Nam — survey from a people’s perspective (May 2004).
® See Programme document —strengthening comprehensive capacity of the inspectorate system up to 2010,
draft 1 (May 2005), Government Inspectorate
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The public financial management system is of course a key determinant of the
performance of the public adminigtration. There has been steady and marked
improvement in public financial management institutions and technical systems over the
period, against a background of fiscal prudence and rising expenditure’. With reference to
PAR, the mgor reform isthe State Budget Law from 2002, and effective from January
2004, which clarifies and better separates the roles of the National Assembly, Ministry of
Finance and Ministry of Planning and Investment; strengthens decentralization through
more explicit and coherent roles and powersto local government levels (province,
district, commune), both to People’ s Councils and People’s Committees; increased
delegation and allocation autonomy to spending units; and obligations for publication of
budgets and audit reports.

As can be expected from such a major reform, the implementation process is still at an
early stage, developing and adjusting the required subsidiary legal documents as well as
procedures and manners of working are still ongoing, and it will take significant support
and time, probably several years, for all stakeholders and officials - especially at local
levels - to fully implement the changes and effectively make good use of the increased
autonomy and powers as intended®.

A first ever accounting law also became effective January 2004, applicable to public and
private sectors’. The functions and powers of the State Audit were clarified in a new
decree from 2003, which inter alia introduces the concept of performance auditing. A
new State Audit Law was passed in May 2005, effective from January 2006, making the
State Audit independent from the executive, and inter alia increasing the public access to
audit results.

Although there has been steady work on revenue systems and revenue administration
reform (tax and customs), it has arguably only been enough to keep abreast with the rapid
changes and growth in the socioeconomic and business environment, and would need
acceleration in the coming period. While spending is already now very much devolved to
the provincial level, the opposite is true of revenues. Revenue levels are mostly set by
central decisions and revenues go through the state treasury. This might distort the
incentive structures for budget planning and management at local levels, but it is not clear
whether thisisasignificant issue.

Some work on strengthening state asset, debt and liability management systems has been
conducted, but there still remain weaknesses in the accountability and transparency
mechanisms. Centralized information systems for public debt and contingent liabilities at
central and local levels have yet to be developed.

" Thisareais extensively covered in the recent joint Government and World Bank Public expenditure
review and integrated fiduciary assessment (Vietnam — managing public expenditure for povery reduction
and growth, April 2005)

8 An example of ongoing research in this area the study on communal budgeting in a number of provinces
currently being conducted by the World Bank. See preliminary findings in C.Turk, Communal Budget
Management (Nov 2004).

° Accounting Law 03/2003/QH11 promulgated June 17,2003, and effective from 1/1 2004
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Transparency and public accessto public financial information are gradually increasing,
based on stipulations in the Budget and Audit Law as well as in the GRD decree, and also
detailed in arevised regulation.™

Public procurement legal regulations have been improved and tightened, with a law on
procurement adopted, but are not enough to ensure a high-quality and transparent
procurement system; implementation of regulations is inconsistent, contract
administration capacity is still weak. Standard bidding documents were made mandatory
in 2003, but the first set was only issued in late 2005; a public procurement bulletin was
started in early 2005. Limited competition and other market imperfections are also
constraints, especially in the construction sector'”,

There are also more general trends in financial management, moving away from input
control based on schematic norms and capitation to focus on outputs and outcomes, for
example through work from 2004 with piloting performance-oriented medium-term
expenditure frameworks. Of course, some monitoring of outputs and outcomes has
always been done, through routine data reporting and periodic large-scale surveys, but the
feedback into evaluation of policy results is still rather unsystematic™.

As more and more power and autonomy is delegated to lower levels and to units, output
and outcome monitoring become even more important to compensate for the partial
relaxation of input controls. A stronger output orientation will also reinforce the linkage
between recurrent (MOF) and capital expenditure (MPI). Performance monitoring and
management are also natural focal points where planning & finance meet adminigtration,
and as such a potentially effective way to integrate these areas better with adminigtrative
PAR.

The reorientation towards more performance and result monitoring (and budgeting) is just
beginning, and will probably progress gradually, asthis a genuinely difficult areg; it is
both a promising opportunity and a significant threat.

One of the important achievements of the PAR MP was to recognize that the PFM area is
part of PAR, which previously was not the case. However, as PFM isalso a highly
technical matter for the Ministry of Finance and has wider implications than
adminigtrative reform, it is usual to primarily implement such programs sectorally, and
thisisthe case in Vietnam aswell. The strength of the PAR MP in Phase | has been to
initially focus on the areas where the interaction of PAR and PFM are most crucial to
success: reform of financial supervision mechanisms for administrative agencies and
public service units, asthe linkage and coordination between MOF and MOHA is still
rather weak, particularly at local levels.

10 Regulation on Fiscal Transparency, PM Decision 192/QD-TTg Nov 16, 2004

! See chapter 9in Vietnam— managing public expenditure for poverty reduction and growth, public
expenditure review and integrated fiduciary assessment, Vol | (April 2005),

12 |n this context the pilot on Citizen’sreport card carried out by the World Bank in early 2004 is an
interesting example, which has been positively received, and may be pursued on awider scale (oral

communication; final report under preparation)

Page 23 of 134



Governance Assessment with focus on PAR and Anti-Corruption

Business environment reform

The impetus for reform in this area has been the Enterprise Law reform and in general the
improvement of the business environment. As the adaptation of laws and regulations,
simplification of procedures, removal of other bureaucratic obstacles and promoting a
pro-business service orientation among concerned government agencies have been major
components of thiswork, the relation to PAR is obvious and close.

The achievements so far in simplifying business registration and abolishing unnecessary
licenses and other regulations have been a great success by any standards, as measured by
the growth of new businesses since the enactment of the Enterprise Law in 2000 (more
than 100 000, although not all may have been really new or have survived) and very large
time and cost reductions in registering new businesses. In parallel, progress has been
made in redefining the control and management mechanisms between the public
administration organs and SOEs, although the pace and results of overall SOE reform
have mostly been below expectations and initial plans.

The Unified Enterprise Law and Common Investment Law adopted in late 2005, will take
effect from July 2006. Although before the implementing decrees have fleshed out the
details and gaps it will be difficult to predict impact, this can still be considered asa
significant milestone, and a solid basis for continued renovation and work on
implementation in the coming period. Although the process has been led by the Steering
Group for Enterprise Law | mplementation and with support by CIEM and other organs
rather outside the PAR mechanism and PAR label, these achievements are also a
justifiably agreat success for PAR. Indeed, a closer evaluation of this implementation
model arguably yields useful insights in how to make PAR implementation in other areas
more effective and speedy.*®

However, experience so far has shown that as one set of regulatory, procedural or other
barriers are identified and removed, others become apparent. Experience also shows that
as sectoral or other vested interests do not yield easily, permanent vigilance is required to
sustain gains in regulatory simplification. Also, private sector development and the
guality of the business environment in Vietnam still lag behind other countries in the
region. The PAR themes of regulatory simplification and client service orientation will
therefore continue to be key enabling factors for business growth in the coming period.

Poverty reduction an socio-economic development

The goals and tasks of poverty reduction are expressed in the Comprehensive Poverty
Reduction and Growth Strategy launched in 2002. Since the CPRGS came later, the PAR
MP of course does not refer to it. On the other hand, the CPRGS reiterates the necessity
of implementing and accelerating PAR and the PAR MP, with particular focus on pro-
poor services and access by the poor to Government and to the law. The CPRGS is not
very specific on how PAR should achieve this, but thisis an issue that could be addressed

13 See Mallon, Managing investment climate reforms: Vietnam case study
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in the CPRGS provincia (pilot) roll-outs that have recently started, where the goals of
CPRGS are related to the more operational objectives in the new 2006-2010 socio-
economic development plans.

However, generally speaking, the pro-poor aspect has not so far been explicitly addressed
or mainstreamed into PAR work so far, although many reforms could be said to be more
or lessimplicitly or potentially pro-poor (in particular reforms at grassroots level).

Explicit and concrete support to the socio-economic development plan and poverty
reduction plan implementation at local levels through focused PAR measures could thus
be considered a weakness for the past period and an opportunity for the coming period.

Advancement of women/Gender

Women’s representation in the National Assembly isvery high by international standards
(currently 27%), and also in the People' s Councils at lower levels (around 20 %, less at
communal level and somewhat more at district and provincial level), in the last tenureto
2004 as well as in the new tenure to 2009. However, representation in People's
Committees are much lower, around 5-6% in the last tenure to 2004. (The numbers for
the current tenure were not available at time of writing). The proportion of women in
Party Committees are significantly higher (9%-13% depending on level).

Overall, women are a majority in the public service, but this reflects the predominance of
women in executing positions in the education and health sectors; not unsurprisingly, the
proportion of women decreases markedly at management and leadership level (at best
around 20%)

The PAR MP itself has very little reference to gender. However, the National Plan of
Action for the Advancement of Women to 2005 has defined very specific and quite
ambitious targets for the advancement of women in the elected and administrative
system, with MOHA as the lead agency in this respect, to plan for female leaders and
managers, finalize policies for women cadres, and mainstream gender in human resource
management and development. Most ministries and provinces have developed their own
action plans, but concrete results are modest so far (it seems, for atistics have not yet
been compiled; they should be available in the coming couple of months). However,
experience has shown that where leadership is committed and proactive, stakeholders are
actively engaged and trained, and policies institutionalized in official regulations,
significant results concerning women’s advancement and gender equality can be
achieved™,

The progression from treating the subject as a stand-alone “women’ s issue” only to
considering gender as an issue for both men and women is still under way, and this the

14 Seefor example Gender-responsive planning case study: Tra Vinh, Project VIE/01/015/01 “Gender in
public policy ”, and Srengthening personnel management in the public service, Results analysis report
phase II, MOHA-Sda Project.
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change in focus is not yet universally accepted. However, the notion of mainstreaming
gender is gaining ground, and is being promoted.’®

The lower retirement age for women (55 as opposed to 60 for men) is a significant barrier
for women reaching management or leadership positions, as people tend to accede to
such positions around age 50. Not only do women who do get such positions have 5 less
years to exercise them, but this shorter period also makes it lessrational to invest in
grooming potential female leaders and managers. Although there may be objective
grounds for earlier retirement for women in certain sectors, in the public administrative
sector there would not seem to be any. However, the difference in retirement ageisa
matter of general social policy and has been discussed many times over the yearsin the
National Assembly and elsewhere, so far without any final decision.

Furthermore, current legal regulations on civil service personnel management do not
allow gender considerations (positive discrimination, preference at equal qualifications
etc) in recruitment and promotion, which makes it even more difficult to advance gender
equality, especially if the environment is in practice negative toward women.

A law on gender equality is under preparation and is scheduled for submission to the
National Assembly in mid-2006. It is not known at time of writing whether and how the
above congtraints will be addressed in the draft law

However, it must be recognized that “breakthrough” progress on gender equality
depends mainly on the evolving generational attitudes in society and other socio-
economic developments, within and without the family, that cannot be addressed inside
PAR.

Grassroots democracy

The program started in 1998, with a Politburo directive (No 30-CT/TW) on the building
and implementation of grassroots democracy (grassroots referring to basic administration
and production units). Although the main emphasis was and has been on the commune
level, it actually concerns all state organizations and enterprises. The directive was
quickly followed by a number of decrees and circulars to guide implementation, Decree
29/1998/ND-CP being the most important one. At the same time, the reasoned
incorporation of customary law was also endorsed. Decree 29 was updated as Decree
79/ND-CP (July 7, 2003).

The same year also saw passage of the Law on Complaints and Denunciations, the
Ordinance on Anti-Corruption, and Ordinance on thrift practice and wastefulness combat,
launching in effect a concerted initiative to strengthening accountability, transparency,
ethical and sound management in the public administration, a process and orientation
which is still going on, and is being reaffirmed even more stronger at present in the
context of increased priority for the fight against corruption.

1% See Gender mainstreaming guidelines national policy formulation and implementation issued by the
National Committee for the Advancement of Women in 2004.
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The promotion of grassroots democracy was important in several ways. It was one of the
first reformsto concretely link PAR with renovation of the political system, local party
committees, people’ s council and committees, the Fatherland Front and other socio-
political organizations. The focus was also moved away from the internal workings of the
administration itself to involving the general population, as summarized in the slogan
“the people know, the people discuss, the people implement, and the people monitor”.

The decree is quite specific on the rights and responsibilities of citizens and officials, and
in what areas and context knowing (14 items), discussing (9 items), implementing (5
items) and monitoring (11 items) are to be applied.

Full implementation of all the provisions and possibilities and true application of the
gpirit of the decrees would imply a quite radical change in the style and way of working
of grassroots leaders and officials in the administration, towards more openness and client
focus. Needless to say, fully implementing the provisions of the decree and turning the
grassroots democracy into a permanent practice at grassroots level isalong term effort

The impacts and quality of impact so far have been assessed by the Party, Government on
several occasions, notably in 2004 after 6 years of implementation®®. There have also
been a number of studies of varying scope and focus.*” Overall, there have been some
real successes; in places where the regulations have been well established there seemsto
be a significant change among political leaders and the public on they view democracy,
and how adminigtration should relate to the public. There are also some indications that
poverty reduction programmes and other PAR reforms can work better where GRD is
implemented effectively.'® 100% of communes are reported to have implemented GRD,
although how formal or red thisis not evident. There have been substantial differencesin
the pace and level of actua implementation. Communication and dissemination capacity
and effectiveness has been weak in many places, and coordination between the
administration and mass organizations sometimes poor. Financial transparency has
sometimes been limited. In some areas, citizens still understand little of the content and
the rights and obligations listed. According to the 6-year review, one of the main reasons
for weaknessesis that not all leaders and heads have fully accepted the principles of
GRD. Also, the lack of practical advice and guidance has hindered effective
implementation. To help remedy these shortcomings, the Steering Board for GDR
implementation will establish better criteria and reporting to evaluate results. More
appropriate manuals and model guidebookswill also be developed.

Monitoring and supervision rights are about locally managed funds. However,
administrative and financial decentralization is still in early stages, and until monitoring

16 Communique from the Party Central Secretariat on review of the 6-year implementation in Sept 2004, as
reported in PAR Newsletter Jan 2005.

A few arelisted in the references. Thereis also asmall ongoing UNDP study that will be published later
in 2005.

18 See VVu Cuong, The block grant initiative and itsinitial impacts on institutional reform and devel opment
and Strengthening grassroots democracy for hunger eradication & poverty reduction
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and supervision rights can be extended to cover more of the decisions and spending
affecting citizens, the full impact of GRD cannot be achieved.

From the above it can be seen that PAR both influences and is influenced by GRD,
positively and negatively. So far, the linkage between PAR and GRD has not received so

much explicit attention, and this could be a theme for the coming period.

SOE and SOCB reform

Reforms of state-owned enterprises and state-owned commercial banks are progressing,
but still slowly. Although these are peripheral to PAR as such, they do affect the progress
of PAR, as administrative interventions by state officials in SOCBs and SOEs are still
active legacies from the old system, and sometimes tend to promote vested interests, rent-
seeking and other behaviors which act as brakes on PAR willingness. There are moves
towards amore arms-length modality for exercising state ownership. Reform of SOEs
and SOCBs with improved corporate governance and liberalization/rationalization of
administered prices would also help remove some sources of corruption.
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3 The 7 Action Programmes 2001-2005

3.1 Development and issuance of normative legal documents

This action programme was approved in August 2003. There are 5 components: (1)
reform of the system making legislative agendas; (2) improve procedures for drafting and
promulgating legal normative documents at central level; (3) improve procedures for
making legal normative documents of local governments; (4) strengthen capacity of
involved agencies; and (5) build a mechanism to ensure democracy inthe LND process.

Progress in this area suffered due to delays in approval and budget allocations, and work
only really started in 2004. Recognizing this, the Prime Minister relaunched and refined
the programme in August 2004, as the Scheme for raising the quality of the
Government’ s law-making work, involving the OOG, MOJand MOHA™.

Although the capacity and quality of law making has increased quite substantially over
the last decade (as noted earlier), it is still needsto improve to keep pace with the
requirements of socio-economic development and global integration.

The main weaknesses identified can be summarized under four headings (1) planning of
law and ordinance development still lacks arealistic approach, in the sense that the
required context is not taken into account, i.e. preconditions, requirements and capacities
for implementation, and analysis of effects. Thisto alarge extent explainsthe low actual
implementation of some laws, and the need for frequent amendment or supplementation;
(2) the drafting committee mechanism tends to overemphasize sectoral interests and
underutilize outside expertise or consultations with stakeholders, leading to quality
problems and lack of balance. Operational policy research and arbitration on substance
have been too intertwined with the technicalities of legal drafting and sectoral
‘negotiations’. The appraisal mechanism was also weak, and often formalistic, due to lack
of resources and expertise, and could not adequately remedy these problems; (3)
implementing documents. Laws and ordinances normally require a panoply of
implementing decrees, decisions and circulars before they can become effective, and this
process can take 1-2 years, all the more critical as the laws tend to be general and
orientational, and the decrees thus in some ways become de facto supplementsto the law,
rather than just interpretations. In fact, lack of specificity isaweaknessin all types of
LNDs. (4) Support to implementation. Asarule, the cost of implementation is not
systematically taken into account, and rarely are extra financial or other resources
allocated to for implementation, or even to the drafting of subsidiary LNDs. The use of
less formal and more practical handbooks, guides or manualsto assist in operational
implementation, as away of compensating for the lack of specificity inall LNDs, has

19 Decision 933/QD-TTg (Aug 27 2004), Approving the scheme of raising the quality of the Government’s
law-making work.
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been only occasional, and training is still mainly about explaining the text of the LND
itself.

Although improving, implementation and enforcement of LNDs are generally still slow,
uneven and partially effective, and this appliesto LNDs dealing with PAR reforms as
well. But this is perhaps to be expected and cannot be considered as an additional
congtraint, as improving efficiency and effectiveness of public administration is one of
the goals of and reasons for PAR.

Of course, work has been going on to improve the process despite delays in the
programme. The law on the promulgation of legal normative documents from 1996 was
amended and supplemented in late 2002. There is now more clarity on who is allowed to
issue LNDs of what scope and legal status. In 2004, a new decree on the tasks and
organization of legal departments at central and local levels took effect®. In December
2004, alaw on the promulgation of legal documents of People’ s Committees and

People’ s Councils was passed,” which inter alia clarifies who can do what, and also has
provisions on comments, publication (in provincial Official Gazettes), publicity and
dissemination, and scrutiny by the Fatherland Front. Also in December 2004, the setting
up of alaw making committee under the OOG was decided.? A well-staffed (50+) law-
making committee under to OOG will allow firmer overall control of the process and the
quality.

The August 2004 Programme also envisages thoroughly amending the law on
promulgating legal normative documents, and a host of other measuresto improve
drafting work. Thiswork is ongoing, and the effects will only be felt gradually in the
coming period.

3.2 Revising tasks, functions and organisational structures

The action programme was approved in June 2003. There are 5 main components: (1)
decentralization, (2) restructure government ministries and agencies; (3) improve internal
structures in central level ministries and agencies; (4) clarify functions, tasks and powers
of People’'s Committees at al levels, and (5) restructure professional agencies under
provincial and district People’s Committees. Actualy, the action programme formally
only consists of studies on these topics, and therefore full implementation during the first
period to 2005 has not necessarily been the goal.

Decentralization

Restructuring relations between central government units and local authorities has been a
major theme since the 1990s. The term commonly used is “decentralization”, although

% Decree 122/2004/ND-CP, May 18, 2004.

2 |aw on the promulgation of legal documents of People’s Committees and People’s Councils
31/2004/QH11, December 3, 2004

2 Decision 200/2004/QD-TTg on the setting up of alaw-making committee under the OOG.
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‘restructuring’ might be the better term for the work being done, and * decentralization’
the policy direction by Party and Government. Decentralization based on a clear,
coherent and non-overlapping definition of the authority and tasks of each level of
government is arguably the most important strategy to overcome bureaucratic barriers
and promote more effective implementation of policies and service delivery, while taking
into account the highly diverse socio-economic conditions and levels of development. It
might more accurately be called atransversal policy. There has been much debate asto
what decentralization is or should be, between aspects of delegation, deconcentration,
devolution, decentralization as well as recentralization, and what these imply in aunified
political and administrative system as defined in the Constitution and operating under the
principle of ‘double subordination’ in professional matters (to local People’s Committees
and to the relevant central ministry or agency).

There are many waysto look at decentralization, but in the practical context of PAR, the
distinction between three strands of decentralization is useful: (1) fiscal decentralization;
(2) adminigtrative decentralization, and (3) political decentralization. As decentralization
in the current context is— and for the foreseeable future will continue to be - a process,
the coherence and synchronization of the three sub-processes is just as crucial to success
in implementation as the technical nature of individual reforms and measures.

Fiscal decentralization (in expenditure, but not in revenues) is already comparatively
quite high in Vietnam, and the new Budget Law effective from 2004 has further widened
the scope of autonomy for provinces (see the sections on public financial management).

However, administrative decentralization of power and control to the lower levels has not
aways proceeded in tandem, with at times tasks delegated before effective transfer of
resources, or conversely budget responsibility given before effective means to manage
and control have been put in place. These inevitable “teething problems’ have not
prevented a more or less steady trend towards decentralization in most sectors,
particularly in education and health, but also in other core areas such as planning and
investment, personnel and organization, land management, and poverty reduction through
national target programs. But the process has not been unified, and the sector ministries
have in practice retained considerable discretion in deciding how much power to actually
relinquish, sometimes hesitating for objective (doubts about capacity at local level),
sometimes for subjective reasons (vested interests).

Political decentralization. The revised laws on People’s Councils and People’s
Committees have given more power, a least potentially, to these local bodies, and
grassroots democracy has increased the potential for citizen’s influence on local affairs at
commune level. Of course, asthe PAR MP notes, PAR must proceed synchronously with
renovation of the political system, and in this context one cannot ignore the issue of
relations between party and government at various levels concerning their respective
roles in policy implementation and administration, and the configuration of these that
optimally support attaining development goals.
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Most debate and action on decentralization during the period has concerned
decentralization from the center to the province, as a priority. The decentralization from
provincial level to district and commune level has been less analyzed and implemented.
The basic premise is that the pace and scope should to a large extent be decided by the
provinces. However, there is awidespread caution and reluctance in this respect,
particularly on decentralization to the commune level, as province and district officials
tend to doubt the capacity at the lower levels. To aconsiderable extent, thisistrue, but
there may also be normal reluctance to give up power. But this begs the question of the
cost and rationality of pushing vertical and compartmentalized decentralization too far.
The possibilities and mechanisms for horizontal collaboration in the context of
decentralization have not been explored.?®

The conclusions from the studies and experience during the period were crystallized in a
2004 Government Resolution on speeding up decentralization of state management from
central government to provinces.? It sets the framework for amore systematic and
sector-specific approach towards decentralization and clearer definition of the contents of
decentralization management in six areas (planning and investment; state budget; land,
natural resources and state-owned assets; SOEs; administrative activities and public
services; organization and personnel).

Based on the Resolution, all concerned (22) ministries and central agencies have prepared
proposals detailing what specific tasks in their respective domains should be kept at
central level; delegated to province, digtrict or commune level; given to public service
providers; and given to socio-political organizations or NGOs. Although not all are as
thorough or well-developed as was desired, the proposals by and large represent a
significant advance. A summary of approved proposals was prepared by MOHA in the
latter half of 2005 for submission to the Prime Minister.

Restructure ministries and agencies

Restructuring of central government has been regular process since the founding of the
republic. Since the 1990s the direction has been towards creating multi-sectoral ministries
suitable to the requirements of the socialist-oriented market economy and that concentrate
on macro-level management, and concurrently to eliminate overlap and reduce the
number of entities reporting directly to the Government and the Prime Minister.

The latest round in this process has coincided with the first phase of the PAR MP,

Following the amendment to the Congtitution 2001, the revised Law on Organization of
Government was promulgated in December 2001. In August 2002, Resolution
02/2002/QH11 of the National Assembly prescribed the list of ministries and ministerial-
level agencies, and this was made effective by the Decree 86/2002/ND-CP from

2 For example in sharing expend ve establishments between several localities, such as political -
administrative schoals or training centers.

4 Government Resolution 08/2004/NQ-CP dated June 30, 2004 on speeding up decentraization of state
management from central government to provinces.
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November 2002 that defined the functions, tasks, powers and organizational structures of
ministries and ministerial-level agencies. Although the number of ministries actually
increased by 2 to 26, the number of ministerial-level agencies decreased from 23 to 13,
mainly by folding them in under relevant ministries. The two new ministries were
Ministry of Natural Resources and Environment and Ministry of Post and
Telecommunication, reflecting the increasing importance of these sectors.

In conformity with the new decree, an extensive round of revisions to the decrees on the
functions, tasks, powers and organizational structures of ministries and ministerial-level
agencies followed. As can be expected, this process took quite some time, but by 2004 all
39 had new decrees approved, and transfer of departments and consolidation in the new
ministries had been accomplished.

The new structureisaclear improvement and the functions and tasks are better defined
and delimited. But the number reporting to Government is still quite high, and as result
the burden on the OOG and the Prime Minister remains high, with too many non-strategic
decisions still going up to the Prime Minister. Also, while the new organizational decrees
are clearer and more coherent (and have brought regulations in line with practice that has
evolved), they are still rather general in many respects and some coordination problems
between ministries still remain. In many respect, the work could perhaps better be
characterized as fine-tuning rather than fundamental changes

However, this is an ongoing process that will continue in the coming period.
Socialization

Another theme has been to determine the contents and scope of state management in the
market economy, and clearly define what Government should exclusively do, what can
be jointly be performed together with people, socio-political organizations and NGOs,
and what Government should not do or does not have to do. Many, if not all, elements of
this are subsumed under the policy of “socialization”, but also under initiatives such as
contracting out of support services (cleaning, catering, transport) or certain public
services (e.g. wagde collection)

Contracting out has been applied or piloted in a number of instances, but asfar asis
known, no overall review or survey has been conducted.

Socialization as a policy dates back to the late 90s, to Resolution 90/CP from 1997 and
Decree 73/1999/ND-CP which targeted the areas of education and training, health,
culture and sports. Socialization is meant to share both the financial costs and the
operations & management of services with non-state actors. In narrower PAR terms, it
has so far manifested itself mainly through the Decree 10 mechanism (part of financial
management reforms, see below). But also in alowing semi-public or wholly private
local and or foreign-invested establishments in the health (clinics, pharmacies) and
education sectors (schools and universities). However, the details of these sectoral
developments are rather outside the mainstream PAR framework.
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Work in these areas within the PAR framework has been rather limited so far, but will
have higher profile in the coming period, as reflected in the recent Government
Resolution® on stepping up socialization of educational, healthcare, cultural, physical
training and sport activities. The resolution underlines the slow and uneven speed of
socialization compared to what Resolution 90 aimed at, the contradictions in the “half-
socialized” semi-public establishment, the prevalence of administrative managerial
mechanisms in public service delivery units and the perception that socialization isonly
about covering shortfalls in the state budget. Decree 10 will be amended. The targets for
shift to the service provision mechanism and devel opment of non-public and private
establishments in the fields of education and health by 2010 are quite radical. Drafting of
plans has started.

Improve internal structure in ministries and central agencies

Apart from routine adjustments following the new decrees, the main new achievement is
a better and more rational distinction between the types of internal units. There are now
only 3 categories: advisory units which assist the ministry in performing the state
management function, line units which perform state management over specific aress;
and public service delivery agencies or non-business units attached to a ministry
(institutes, training schools etc).

Clarify functions, tasks and powers of People’ s Committees
Restructure professional agencies under provincial and district People' s Committees

The Law on People’ s Councils and People’ s Committees was revised in November 2003,
with inter alia more powersto the People’ s Councils (although these are still largely
potential, as the capacity is generally weak, especially at the lowest levels).

Some departments and units under the People’ s Committees at provincial and district
level have been reorganized to follow the new line-ups of ministries and central agencies.
The decrees on professional agencies under provincial (171/2004/ND-CP Sept 2004) and
district (172/2004/ND-CP) People’ s Committees rationalize the organization and reduce
the number of units from 30 to around 20 at provincial level, and from 16-17 to 10-12 at
district level. At the same time, there is more flexibility to adapt structure and number to
local needs and conditions.

There are also some potentially interesting provisions concerning obligations for
departments to prepare programs and measures for PAR in their respective domains (a
step towards mainstreaming PAR), responsibility for thrift and anti-corruption, and a
provision that units shall work under the “single boss regime” meaning that the head is
responsible for al outputs of the unit (rather than the “expert” regime, where certain staff
members have rather autonomous responsibility for certain areas)

% Government Resolution 05/2005/NQ-CP dated April 18, 2005
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All these revised or new provisions are quite recent, and it istoo early to say how
effective they will be in improving performance, in conjunction with the new tasks and
powers from decentralization and greater financial autonomy. Thiswill be a challenge for
the coming period.

One Stop Shop (OSS) and reform of administrative procedures

The decision to try out the *One Stop Shop’ (or ‘One Door’) model grew out of the earlier
attempts to reform administrative procedures, and piloting started - as for so many
innovations - in HCMC in 1995. The extensive pilotsin HCMC and elsewhere proved
quite successful and after 7 years of piloting, during which period the models were
perfected and support modalities developed, the decision to roll out replication was taken
in September 2003 in Prime Minister Decision 181/2003/QD-TTg, a provincial level,
from January 2004 at districts and from January 2005 at communes. According to the
implementation review by MOHA, as of late 2005 virtualy all provinces were
implementing; 95% of mandatory departments (planning & investment, natural resources
& environment [i.e. land management], construction, and labour & social affairs); and
48% of the other optional departments had OSS set up in one form or another. At the
commune level, the percentage was reported as 65%. But the definition of “applying
0SS’ is not well-defined and presumably covers a significant range of quality and
coverage, as evidenced from various field visit reports. Full quality implementation will
undoubtedly take several more years.

The intention is for OSSto be the main mechanism for citizens and businesses to interact
with the public administration, or asthe decree puts it, “aiming at aradical change in the
relationship between public administration agencies and citizens, organizations, and in
working procedures used by the former when addressing affairs of the latter, with aview
to reducing inconvenience for the latter, preventing bureaucratic and corrupt practices
and authoritarian behaviours of some cadres and civil servants, and improving state
management efficiency and effectiveness’.

By and large, experience so far from the OSS has shown that when well implemented and
where leadership commitment is strong, significant contributions to all the above goals
are possible, and regarded positively by users. But as can be expected in such a massive
roll-out, weaknesses still exist. A considerable proportion of localities or unitsthat report
implementation are in fact only partially operational or apply the model in a perfunctory
manner. There are also issues of financial viability and budgets, organisational affiliation,
and staff status and remuneration. Coordination with back office is sometimes
problematic, due to lack of appropriate official framework for working relations. Initial as
well as continued training and upgrading is not always adequate. There are also issuein
coordination and division of labour between OSS at different levels.

The OSS, whether containing one or several windows, of course cannot alone accomplish

all above goals; it has to go hand in hand with the pursuit of the ‘one stamp’ ideal, i.e.
simplification of administrative procedures or business reengineering.
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Although procedure simplification should ideally be part of routine work in
organizations, the experience isthat continuous pressure and/or periodic drives are
necessary. Several such ‘drives’ have taken place in various fields over the period as part
of annual PAR plans or as separate initiatives (e.g. related to the business environment)
with meaningful and substantive results in some sectors, but without areal overall
breakthrough. However, it is inevitable that the pace will vary over time. A more
effective ingtitutional mechanism to ensure continued progress and to prevent backsliding
may be needed.

3.3 Staff downsizing

This action programme is the continued implementation of Government Resolution
16/2000/NQ-CP from October 2000 on staff downsizing in administrative management
and public service delivery agencies. The target set was 15% of staff in administrative
units and indirect (administrative staff) in public service units, or atotal of some 70 000
people, and was to be achieved by the end of 2002. However, progress was slow, and the
programme was extended to end 2005. The outcome by the end of 2005 is estimated to be
about 25 000 people, or about 5 000 per year.? Compared to the normal turnover rate of
about 2-3% per year, thisisnot very significant. And overall staff numbers have even so
been increasing, due to a variety of factors, including increase in the number of territorial
units during the period (3 new provinces, 48 districts and 351 communes).

When assessing the results of this exercise, it isimportant to look at the rationale behind
it. In fact, downsizing as such was only one element accompanying of a broader action to
review and adjust functions, reduce overlap, restructuring and reducing the number of
subordinate units, and defining a more rational staffing structure and staff placement. The
objectives for eliminating overlap simplifying organizational structure were by and large
achieved. Thistype of activity has later continued as part of Action Programme 2. The
downsizing was also meant to remove poor performers, and not just people who became
redundant as aresult of reorganization. Downsizing was accompanied by a severance
package, but this was not based on an assessment of earnings alternatives of the
retrenched staff, and did in fact not seem attractive enough, judging by the reluctance of
people to leave. Also, the capitation system for operational expenditure discouraged staff
reduction, as budgets would go done as well. The dominant mode for retrenchment
became early retirement and reassignment to other non-civil service units. Furthermore, a
significant proportion of people affected were downsized not as aresult of this
programme but in the context of Decision 192 (block grants for administrative agencies
or Decree 10 or (autonomy to fee earning public service agencies). As far asisknown, no
survey of what has happened to the downsized people has been conducted.

The question is whether the downsizing initiative should be considered a (relative) failure
or not. Previous attempts at downsizing in the 90s also achieved less than targets, so this
may be inherent in such initiatives (and the target of 15% was not as far as can be

% MOHA Department of Staffing and Organization. In addition, some 11 000 staff were transferred to
revenue-earninng Decree 10 units.
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ascertained based on any deeper analysis of staffing mismatches). The size of the
administrative civil service in Vietnam is not particularly big, about 250 000 (plus since
2003 some 200 000 or so commune staff reclassified as civil servants) for a country of 80
million with 64 provinces, some 700 districts (and about 11 000 communes). Theissue is
therefore not so much downsizing as rightsizing and right placement, as was somehow
recognized in the emphasis on downsizing in combination with restructuring.

The programme will be reviewed by Government in connection with its termination at the
end of 2005. It isunlikely that similar standalone programmes will be continued; instead
rightsizing would be incorporated — mainstreamed - into the regular activity of each
organization. Perhaps the most important result of the downsizing exercise isthe
recognition that staff numbers should be based on systematic analysis of functions, tasks
and volume of work, rather than on ad hoc negotiations or automatic mechanisms

3.4 Quality improvement of civil servants and state employees

Action Programme 4 was approved in April 2003. It consists of 5 components:. (1) survey
of civil service and state employee contingent; (2) build and improve the management
regime (personnel policy), and (3) train and upgrade the contingent; (4) personnel
management information system and database; and (5) enhance ethics and assess staff
and readjust placement.

HRM: Personnel management (components 1-4, 5)

The starting point for detailed reform of personnel policy and management has been the
Ordinance on Public Employees from 1998. During the period the elaboration of
subsidiary decrees and circulars has been largely completed, with the result that there is
now a quite complete and fairly coherent body of legal documents based on the
Ordinance covering all the major areas of personnel policy. These are based on notions
of recruitment by examination, promotion by seniority and examination and to some
limited extent on merit, performance evaluation and some (limited) incentives for
performance. A university degree isan entry requirement, and there are possibilities for
pre-service and induction training. New recruits have higher qualifications than before.
However, in practice these policies, even if implemented wholeheartedly and sincerely
(which is not always the case®’), are probably still insufficient to reward high-quality
performers and generally promote performance. It is till debatable whether enough of
the talented young people are or will be attracted to public service, and whether they will
remain, and whether their talents and dynamism will be fully utilized to effect the
desired reform of public administration. A significant, comprehensive policy and activity

" |n particular, performance eval uation is still rather formalistic and perfunctory, inter diadueto the
absence of clear goas and standards. On the whole, the effects of exams are also still quite symbolic or
formalistic. However, one advantage is that candidates must have qualifications based on clear criteria, and
that exams avoided the problem of university degree grade inflation. On the other hand, the relevance of
exam questions (which mainly concern state administration) to professional posts is questionable.
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package for fostering and utilizing young recruits may be needed, and one that has high-
level commitment.

Entry to the civil service is still from the bottom; lateral entry is still restricted to the
Party and representative system; there is very little lateral entry from other sectors (except
some from the SOE sector). The career system is applied to professional and operational
staff, while the position (job) system is applied to managerial and supervisory positions.
HCM City has attempted pilots on open lateral competitive recruitment of some technical
professionals for management positions. Mgjor efforts are being made to fund and
promote overseas education, but it is often difficult for returning graduates to effectively
(re)integrate the administration, and for their new skills and knowledge to be effectively
used

The Ordinance was amended in 2003 to convert core commune-level officials to full
salaried civil servants, and this was followed by decrees stipulating separate personnel
policies and management modalities for this category. Thisisan important step, asit
makes it possible to invest more in the development of the quality and competence of
these officials, which are on the ‘front-line’ for service delivery to citizens at the
grassroots level.

There is now also regulatory separation between administrative and public service
officials. Although the regimes have so far not diverged very much in practice, thiswill
in the future make it possible to tailor the regimes optimally as the public service
agencies evolve.

Originally, it was planned to develop acivil service law during the first period to replace
the ordinance, but this has now been postponed to the second period.

With the differentiation of personnel regimes for administrative and public service
officials, and new regulations on commune-level civil servants, the core needs for the
period to 2005 (and beyond) have largely been addressed. Work has of course not
stopped, but is now to alarge extent refinement, revision and extension of existing
regulations, rather than development of significantly new ones. Wider and more effective
implementation of the existing regulations and systems will from now on probably have a
greater impact than development of new regulations and systems, particularly at the
grassroots level.

However, work on revising civil servant structure and titles has largely been postponed
till after 2005, as priority was given to work on the commune civil servant regime. Thisis
an important component related to job descriptions and job analysis (under Action
Programme 2), as for example the current ladder of expert-principal expert-senior expert
with roots in the old cadre system may no longer be optimal. Together, these elements are
the basis for placement of staff.

In reality, there is no truly national civil service. Staff for central ministries are mainly
recruited from Hanoi, and provincial staff from the respective provinces. While there are
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reasons for this, and even some positive aspects (at provincial level), it does make it extra
difficult to get enough good staff in poor provinces, already handicapped by a host of
other factors. And mobility (between ministries and to/from provinces) is valuable per se,
as varied experiences and sharing are important in skills and experience development.
The successful application of arotation policy for leaders seemsto reflect this point of
view, but this has so far only concerned arelatively small number of persons.

There has been a steady movement towards decentralizing personnel management to
lower levels and to managers in the work organization, although in practice these powers
may not yet have been used so much. Effective autonomy for managers to fully manage
(i.e. recruit, move, promote, and/or remove) own staff is still circumscribed by multiple
stakeholders with often different perspectives and priorities, partly related to the
complexities of double subordination at local level, requirements of grassroots democracy
in organizations, and to the bicephalous personnel system Party-Government. As aresult,
often the easiest and least ‘costly’ solution to personnel problemsisto wait out retirement
or voluntary transfer. The high inertiain personnel mutation hampers rapid organizational
and work changes.

An T based personnel management information system has been developed at MOHA,
and it now covers amost all provinces and some 10 or so ministries and central agencies,
although it has yet to be officially mandated. Although there are variations, overall it is
working adequately or better®. The data collected (CV) de facto fills the role of survey of
the contingent and also becomes the core of adatabase of civil servants.

Concerning ethics, a number of regulations on discipline and violations have been
developed, and the civil service inspection function and organization has been revised
and adapted. There have aso been some training and advocacy activities. Work on
issuing a decree on civil service inspection is ongoing. But overall, the desired impact on
order and discipline has yet to show.

HRD: Training and upgrading (component 3)

Training and retraining (upgrading) inevitably and obviously play important rolesin PAR
since they provide and improve knowledge and skillsto meet new demands of the
transition to amarket economy. In Vietnam, the system of training institutions for the
civil service include the National Academy of Public Administration (NAPA) and the Ho
Chi Minh National Political Academy at the central level, 64 provincial ‘ political’
schools of politics and administration, 30 professional training colleges at different
ministries and about 600 training centres at the district level.

% See Srengthening personnel management in the public service, Results analysis report phase Il ,and
Comparative evaluation of the personnel management project at central level and the pilot par in Quang
Tri province
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Component 3 is essentially the tasks and objectives given in Decision 74 from 2001.%°
The training volume is significant, some 500 000 civil servants and cadres were targeted
each year for training and retraining over the 5 years. Of these, about 180 000 per year
were trained in state management. Judging from the reviews by MOHA in 2004 and
2005, the numerical targets should be reached by the end of 2005*. Besides the regular
retraining (short-term in-service training) there were 90 000 ‘legacy’ trainings, i.e.
officials who were originally appointed without the required formal qualifications
(usually after meritorious war and party services); and 50 000 gap trainings. By now the
‘legacy ’ has more or less disappeared, although other qualification gaps remain mainly at
commune level. Both state management and political theory are required certificates.
Although some revision of the curricula has been undertaken (asis normally done every 5
years), they are still mostly old style, formal and theoretical, and based on traditional
teaching methods. To alarge extent, they are only weakly related to practical work
requirements. The training has thus been mostly ‘ business as usual’, quite naturally as the
reform and modernization of training has not had yet had significant impact on the
training production.

Training goals are still largely dominated by numerical targetsto the detriment of quality;
follow-up is mainly on numbers, and very little on quality, outcome and impact®!. New
methods and manuals for management of needs-based training have been developed by
MOHA during the period, based on modern international good practice, and have been
disseminated, and most staff nation-wide working with training management have
received training on the new approach. Before, training management as a speciality in its
own right did not redly exist in Vietnam (at least outside the education sector). But the
usefulness remains restricted until courses and targets are more related to work
requirements and skills enhancement.

Trainers staff development has been accelerated in the two academies, and to some
extent aswell for trainers of ministerial training colleges and provincial schools of
politics, although in general the latter has lagged. Preservice training has been developed
and started. Management of overseas training has been strengthened to improve cost-
effectiveness and better response to actual needs.

Investment in equipment and facilities upgrading for political schools and training centers
has been limited and well below requirements for modern teaching standards, dueto
budget limitations.

% Decision 74/2001/QD-TTg (7 May 2001), Training and retraining programme for cadres and civil
servants in the period 2001-2005

% Review of the three-year implementation of the Prime Minister’s Decision no. 74/2001/QD-TTg on the
training and retraining of state cadres and civil servants, reproduced in PAR Newsletter September 2004,
and MOHA report from late 2005 on training and retraining 2001-2005. There were about 500 000 rounds
(not necessarily different persons, as some may have attended several events) of training and retraining per
year. Theideal isthat 10-20 % of officialsareretrained yearly. The detailed outcome of the full 5 years will
not be available until the second quarter of 2006.

*'However, tthe numerical reporting is oftern very difficult to interpret, and the reports often unclear and
ambiguous. Asa consequence, it is often not possible to make reliable comparisons between targets and
achievements based on available or review reports.
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A lot of experimentation with and piloting of new interactive adult teaching methods
have taken place during the period, there is now awide consensus that modern
interactive, adult teaching methods are both desirable and necessary to make civil servant
training more responsive to the needs of the new socio-economic situation. Several
donor-assisted projects over the period have supported this shift over the period. And in
2002, NAPA with German support initiated a master training program, with 46 lecturers
mainly from NAPA, but also from HCMNPA and provinces, already certified to the level
of master trainers, and another 125 in preparation. This program has also been replicated
in HCMNPA, where another 20 or so master trainers will be developed. Already, the
existing master trainers have started to train some 400 other lecturers. The use of modern
interactive methods, encouraged in Decision 74, will probably be mandated in the
successor decision for 2006-2010.

Both new curricula, new subjects, new methods and more result-oriented management are
required to meet the needs of PAR reform as outlined in the Master Program 2001-2010.
Training activities are often conducted following the formal requirements for different
corpsof civil servants, rather than on the basis of training needs. Control of training
quality is not adequate to ensure that courses participants are equipped with proper skills
and knowledge required for their work. Furthermore, thereis a tendency to
commercialize training courses for the civil service while the main purpose of human
resource development is neglected. Most existing major qualification courses and
curricula are not modularized, and contain a lot of overlap, duplication and repetition.

The review and improvement of training and retraining curricula for cadres and civil
servants, particularly for the part of state management, has been lagging. But NAPA is
now developing a new retraining curriculum for different positions civil servants hold.
Thisisregarded as a key step in the shift for future training and retraining of the
academy.

A lot of experimentation and small-scale piloting of skills-oriented, work-related short-
term training, based work-related training needs analysis and designed for interactive
modern training methods, has been conducted during the last 5-7 years. Numerous
projects in many different parts of the country have developed and piloted skills-oriented
short courses, and many of these could be candidates for potential replication, and
MOHA has planned to survey these, but this has not been possible yet™®.

Only now are significant larger scale pilotsto start (in the coming months) that will lead
toroll-out. In projects localized in NAPA, the SDC and Danida projects have both
developed short skills courses, atotal of 24 courses which have been approved and
mostly piloted. However, production roll-out will at best be late 2006, after training of
trainers from political schools in the delivery methodology.

32 | n particular mention can be made of 11 short term courses for commune staff developed in Cao Bang
with assistance from a Helvetas project.
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While some work on revising regulations for the training system have been done during
the period, on the whole very little has been done concerning reform and upgrading of the
system of training ingtitutions. As illustrated above, the system is quite complex and
extensive, reaching down to district level, and capable of delivering alarge amount of
training volume at relatively low cost. These are definite strengths, but largely offset by
significant weaknesses: lack of modern didactic facilities and tools, large class size (150
is not uncommon), a significant proportion of teachers lacking up-to-date subject
knowledge, unfamiliar with or unwilling to apply modern teaching methods, and without
actual personal experience and skills of public administration (being career academics).

To agreater or lesser extent, these strengths and weaknesses apply to all the institutions,
including the apex ones of NAPA and HCMNPA. These two academies and their staff at
central level have in many respects a privileged monopoly or duopoly position with
regards to mandatory curricula, syllabi and courses, as well being purveyors of training
and of trainers. Provincial political schools are under their double subordination, and
therefore decentralization of the training function is sometimes not clear.

Both NAPA and HCMNPA have potential to evolve into competitive centers of
excellence, but resstance from vested interests may delay change. The increasing
socialization of the education sector will probably sooner or later make the monopoly
privileges unsustainable, and the academies will lose out if they do not manage to adapt
in time to strong competition. Similar risks apply to provincia schools.

Work on developing a new training and retraining plan for 2006-2010 to succeed
Decision 74 is also ongoing. Current ideas are inter aliato concentrate on commune-level
officials and administrative civil servants, while responsibility for professional training
will be given to respective sector ministries, and language and IT training will be
managed by MOET; comprehensively review and rationalize courses for administrative
and grassroots official based on pyramid model (i.e. no repetition or duplication);
generally apply a TNA based curriculum and course development methodology as
experimented with during the first period; and mandate use of interactive teaching
methods.

But even if the training course reform process is speeded up from the late beginning and
slow pace during the current period, only a limited fraction of the target groups will be
reached during the coming period with substantially revised courses and new skills
courses, and very little impact will result before the end of PAR MP in 2010. Reform of
thetraining system and training ingtitutions has also been limited so far, and even if
initiated early in the 2006-2010 period will not achieve significant impact on civil
servants before 2010. Other models and channels for public servant training may need to
be explored to achieve significant impact by 2010 and for the future:

3.5 Salary reform
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For public sector salary, doi moi can be said to have started in earnest in 1993, with the
basic goals of monetizing remuneration, differentiating salary by characteristics and
nature of job performed in different professions and organizations, and creating a separate
scheme for administrative civil servants. Although the full objectives were not met, it was
recognized that the 1993 reforms were provisional and a step in alonger process. The
system was technically quite complex with some 20 scales, 200 grades and 2000+ steps,
but with inadequate monetary incentives for promotion that is rare and takes long, little or
no monetary recognition of merit and performance as opposed to seniority, and a mixture
of monetary allowances and still non-monetized benefits. Actual salary levels are
determined by multiplying a coefficient from the salary table with the minimum salary
level. The minimum salary is supposed to represent the minimum “living wage” adjusted
in accordance with aresearched notion of basic needs adjusted for inflation and economic
development, but has in practice been capped by state budget constraints and priorities, in
a effect a compromise since the minimum wage automatically determined the salary not
just of 1.7 million or s0 civil servants but monies for some 6 million people (including
veterans and retirees).

Furthermore, since the minimum salary did not keep pace with inflation, and resulting
salaries could not for many ensure a “living wage” or what was perceived as a decent
wage appropriate to social aspirations, the growth of arich flora of supplementing
mechanisms developed (or a least was powerfully stimulated), some official or fully
legitimate and unobjectionable, and some unequivocally corrupt, but most in atolerated
or pragmatically accepted grey zone. While for many officials in poor and remote areas,
salary still represented the major source of income, for health and education workers or
for key people in attractive professions in well-off localities the official salary could be
almost marginal. Hard non-anecdotal data on such mechanisms are of course notoriously
difficult to come by, but the few attempts made by MOHA and others do confirm such a
reality.

Recognizing these weaknesses, principles for athorough reform of the salary system
were laid down in aresolution from the 7" Plenum in 1999, including the notion that
salaries are an investment in development, compensation for inflation since 1993,
continued monetization of benefits, introduction of a 40 hour week (which can also be
seen as an increase in the daily wage and more opportunity for outside work), reduce
and/or make transparent non-salary income, and build up a bonus regime. Subsequently,
the principle of different salary mechanisms and schemes for administrative civil servants
and public servants in service delivery was introduced, in line with the different policies
for the two areas. Originally, the timetable was to implement a new system in 2001, but
this proved optimistic, and a revised system, less ambitious perhaps than some originally
envisaged, was approved in late 2004, and is only now being put into effect.

However, during the intervening years the minimum salary (or “common salary base

level™) has periodically been raised, by substantial amounts (20-30% or more at atime).
From 120 000 VND per month in 1993 the amount was raised in 5 steps to the current
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350 000 VND, an increase of 190%, compared to inflation during this period of about
75%. It seemsthat substantial periodic adjustments will continue.

But more relevant is perhaps whether civil servants now are under- or overpaid compared
to the “market”, before or after supplementary income. Thisisdifficult to say, not the
least because conditions in localities, organizations and professions are very much
different. And also because salary add-ons from block grant and Decree 10 schemes can
add substantial amounts®, which are not part of the unified salary. The tentative
conclusion so far would seem to be that civil servants as awhole are no longer
consistently underpaid, although some higher ranking and skilled ones may be (but on the
other hand they may have more opportunities for extra income).

The 2004 salary reform is basically arevision and partial streamlining of the 1993
system, with coefficient adjustments in many cases, a slight reduction in the number of
seniority steps, an increased spread between highest and lowest (from 1-10 to 1-13), and
some rationalization of the allowance schemes. For administrative civil servants, the
coefficient adjustments correspond to a 26% salary increase, partly as compensation for
less access to salary supplements.

As can be inferred, it is not easy to analyze the effects of all these salary and income
sources on take-home pay for different groups and places.*® The very significant salary
increases represent a strong and naturally welcomed effort by Government, and moves
closer to the goal that salary be the main income source and driving force for the civil
service system (as stated in the PAR MP), especially if the periodic increases continue.
However, there are gill some weaknesses. There do not seem to be any explicit
expectations that civil servants perform better or work more in exchange for the salary
increases, and there do not seem to be any accompanying measures to try to reduce grey
zone supplements. As for administrative civil servants, it is not certain that the salary
reform by itself will make acivil service career attractive enough to recruit and retain
high-quality new recruits or be enough to decisively be able to reduce non-transparent
supplements. Stronger linkage with personnel management and other PAR reforms, as
well as anti-corruption initiatives, could assist in this respect.

3.6 Improvement of financial management mechanisms

The Action Programme 6 was approved in January 2004. It has three main components:
(1) develop methods for output budgeting; (2) develop mechanisms for enhancing
financial autonomy for spending units (Decree 10 and Decision 192) and (3) reform
supervision of financial expenditures in spending units. Despite a slow start at the

3 | nflation compensation was reached in 1999

3 From 4-150% (or morein some cases) based on some samples, higher range at central level, lower range
at local leve

% The World Bank/Government Public Expenditure Review (2005) and Governance report (2004) makes
some attempts, but can only draw some very broad and tentative conclusions, in the absence of much more
detailed research and surveys.
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beginning, a number of activities have been undertaken in respect of (1) and (3); work on
(2) has continued normally since inception in 2001/2002.

Develop method for output budgeting

This has taken the form of a pilot to develop and test a Medium-Term Expenditure
Framework (MTEF) in fours sectors (education, health, agricultural and rural
development, transport) and four provinces. The intention isinter aliato usethe MTEF
framework to improve coordination between investment and recurrent expenditure, and
between MPI and MOF at all levels, and use asingle set of development goals. In the
longer run, this should allow a shift away from the prevailing schematic norm-driven
estimations of recurrent expenditure towards a more output-based method. The first pilot
to start has been education in 2004, and the others will follow. But output budgeting this
has not been researched and piloted yet at the level of agencies and service delivery units,
asoriginally planned. But this is a complicated matter, and the target was too optimistic.

Develop mechanism for enhancing financial autonomy for spending units

Reforms in this area started with pilotsin HCM C in 1999, and two years later Decree
10/2002/ND-CP and Decision 192/2001/QD-TTg were issued ailmost simultaneously
around the beginning of 2002. Both are part of an attempt to give more autonomy and
flexibility to spending units. The aims are multiple, to promote organizational
rationalization, streamlining of administrative procedures, reduce over-staffing, and to
increase transparency in use of fees and budget to reduce costs and generate savings.
Last, but not least, the savings so generated are used to raise the income of staff. The
provisions under both are similar, based on converting state budget appropriations into a
block grant that is guaranteed against downward change for 3 years and is intended to
cover most of recurrent costs, but not major capital costs, and within which the agency
has large freedom to reallocate expenditure, including cutting staff. Savings can be
carried over to the following year. Most of savings are meant to go to augmenting staff
salaries or giving bonuses, but within certain bounds (1.5-2.5 times the minimum salary
under Decision 192; 3.5 times under Decree 10).

Decision 192 targets administrative units with overall objectives cost savings,
productivity and flexibility. Decree 10 targets public service delivery agenciesthat (in
principle) earn revenues, e.g. educational institutions, health facilities etc, with overall
objective to promote better services and mobilize additional revenues. The “market-like”
autonomy granted to the latter are much greater, asthey have much more control and
discretion on revenues fees and finances in general and reduced dependency on the state
budget. And the potential impacts, positive and negative, are much greater, asthey affect
citizens in core services (health, education).

Decision 192 (block grants)

As of end 2005, 840 (or 32%) administrative agencies at central and provincial/district
level had applied the Decision 192 mechanism. Application at commune level is very low
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(few percent). Staff reductions of almost 8%, budget savings of 20-30%, and salary
supplements averaged 130 000 VND per month (around 5-15 % of salary) were
reported®. Roll-out has deliberately been rather slow, and in a sense it has remained a
pilot, with rather prudent criteria for permission to apply block grants. But work on
replacing the decision with a decree soon started, and resulted in anew Decree 130
replacing the decision®’. It will become a fully established and compulsory policy,
although it will take several years before the mechanism will have closeto full coverage,
although this may be less of an issue than before, as the new budget law in fact allows
more autonomy anyway in budget reallocations.

There have been a number of studies and reviews of block grant implementation, and on
the whole the effects have been quite positive, with all the expected benefits realized in
the best performing units. Furthermore, there is little evidence so far that performance or
service quality has declined, although thisis an active risk, as performance monitoring
mechanisms are generally lacking or inadequate.

But leaving aside the still low coverage, significant weaknesses remain. In many poor and
remote areas, there are few savings possible, so benefitsto staff are modest. Guidelines
and support to effectively implement are till weak and inadequate, and local guidelines
tend to remain orientational rather than practical. There are a'so unresolved
complications, e.g. that block amounts do not always reflect objective cost differentials or
duties; suboptimal blocks (i.e. does each professional division in adistrict have its own
block or should it be common to all). There are often no practical guides on how to
design staff quotas, conduct budget analysisin order to estimate block grant norms, or
design internal spending controls. Coordination between finance and home affairs tends
to be weak. Interest in other aspects than the salary supplements is not always
forthcoming. In short thereis a lack of a standard block grant model and practical
handbook that can be used as starting point units in designing their own implementation

Decree 10

As of end 2004, about 5900 (or 43%) of public service delivery agencies had adopted the
Decree 10 mechanism*®®. As reported by MOHA, average staff income increased by 50-
60%. Aswith Decision 192, it is still too early to assess the impacts of this reform. But
revenues do seem to increase quite substantially, especially at central level and in
prosperous areas. Of course, more or less formal fee charging has been commonplacein
for exampl e the health sector for along time, and part of the revenue increase may just be
conversion to above-board and transparent charging. Service improvements have taken
place both in educational and health units, especially in economically developed regions
and higher level ingtitutions.

The big and sensitive sectors are of course health and education, and implementation of
Decree 10 has proceeded with prudence at lower levels, where the possibilities for

% According to MOHA 2004 and 2005 annual review meeting reports
37 Decree No 130/2005/ND-CP (Oct 17, 2005) on block grants and block staffing.
% Other MOHA documents indicate 7100 (or 53%).
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financial autonomy are limited, and margins for savings are lower, and the effect on
people’ s access to affordable services or ability to pay needs careful attention. Although
there seems to be no evidence so far of negative effect on service quality, the risk isthere,
as effective mechanisms to monitor performance and quality are still weak or missing.

Work on amending the decree has started, and to develop further the autonomy
mechanism and more clearly separate governance and service delivery functions. The
future direction of Decree 10 agencies istied up with the wider socialization policy
concerning the future division of roles between private and public service providers, and
how public services are to be financed, and with the relevant sectoral policies.

Reform supervision of financial expenditures

The financial inspection function has been streamlined to a certain extent by introducing
distance ingpection techniques, shift in approach from ex post control to prevention, and
more emphasis on advising about improvements. These are initial steps in a capacity
building process.

3.7 Modernizing administrative systems

The action program was approved for part | in August 2003. The second IT part is the
‘Project 112" on state administrative management computerization 2001-2005 approved
in July 2001, with OOG as lead.

Part | (or Project 169) consists of seven components:. (1) enhanced coordination among
state agencies in policy making and implementation; (2) renovation of working
regulations of administrative agencies; (4) reducing meetings and red-tape; (these three
under OOG); (3) pilot application of quality management (1SO) into operation of state
agencies (lead by Ministry of Science and Technology);(5) master plan for administrative
offices; (6) investment plan for office renovation and improvement; and (7) study on
standardized work equipment and facilities for civil servants. (Components 5-7 under
Ministry of Construction, MPI and MOF are not discussed further here)

While there has not yet been any thorough review of the implementation of this part, the
results so far are relatively limited due to several factors such as coordination issues
among implementing agencies and delays in funding. There has been no fundamental
changes in the working modalities and routines of administrative agencies, nor in the
number of meetimgs and documents generated.*

Part Il consists of 6 components, (1) computerize state administrative management at
central level ministries and agencies; (2) computerize state administrative management at
provincial level; (3) build national database system and specialized database systems; (4)
train public officialsin IT and train IT specialists in state administrative bodies; (5)

% Decision 113/2001/QD-TTg from July 25, 2001
“° MOHA, Report on the review of the implementation of the PAR MP 2001-1005, 3" draft (Oct 2005)
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upgrade the Government wide-area network (CPNET); (6) build safety and
confidentiality system.

“Project 112" has been a major undertaking with strong support from Party and
Government, with very significant financing from Government and donors (ADB).
Despite the major efforts and some substantial accomplishments, the overall results so far
are well below initial expectations and hopes, due to a number of factors, as detailed
below.

Part | — modernize management and working methods

The existing system of policy making and implementation coordination has had a number
of weaknesses, partly due to the unclear and ambiguous authority and mandates of
various types of advisory and coordinating bodies, and partly to lack of dedicated
resources for coordination. These issues have been extensively analyzed, and areport has
been prepared and discussed, based on which a draft decree on coordination between
state agencies has been elaborated and submitted to Government for approval.

Concerning excessive meetings and red-tape, various campaigns have been conducted to
persuade agencies to limit the number and meetings and the number of participantsto the
strict necessary. Experiments with interactive internet meetings and use of email and
websites have been conducted as alternatives to traditional meetings. Detailed
suggestions have been worked out and documented, but not yet turned into regulations.

Subsequent to the new laws on organization of Government, the working regulations of
Government were revised in 2003.** The distribution of tasks and responsibilities
between the PM and the Deputy Prime Ministers have also been defined and clarified.
Most ministries and agencies have thereafter revised their own internal working
regulations, to make them more rational and efficient. The changes so far are limited, and
can best be characterized as fine-tuning. However, proposals for further renovation of
working regulations have been developed, and the PM has in late 2005 issued a directive
on improving working rules and regulations which includes sample working regulations.
These inter aliainclude requirements for ministers to periodically directly receive
citizens, and to assign a permanent deputy minister to assist with tasks.

Quality management of administrative agencies and procedures based on | SO 9000 and
similar models was originally piloted in District 1 in HCM City in 2000 initially for
building permits, business registration, notarizing and applications for cultural services,
and proved quite successful.** Subsequently, other pilot applications were implemented
in other provinces and agencies; some 150 agencies across the country have by now
piloted 1SO 9000 in different areas, and about 30 certified Nevertheless, although
achievements can be seen in many instances, more systematic and wider dissemination
and replication are slow to get under way. The processis still quite new and international

*! Decree 23/2003/ND-CP of March 12, 2003
“2 See Minogue, M & Nguyen Khac Hung, Public administration reform in Vietnam: experiences from Ho
Chi Minh City (June 2004).
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experiences have not yet been fully assimilated, few leaders and officials have good
understanding of the concepts, practical manuals and training have been limited, and
budget allocations have been insufficient. But if these problems can be overcome, SO
9000 or other models adapted to Vietnamese conditions could be an effective
complement to rationalization, reorganization and administrative procedure reform.

Part |1 —administrative computerization and e-government

I T development context

Although introduction of IT and information systems in government started in earnest
around 1993; general internet use was only legalized in 1997. A national IT programme
1996-1998 was the first attempt to sructure and systematize IT development within
government. ICT has been identified by Party and Government as a key contribution to
rapid transition to an internationally competitive and advanced socialist market economy,
and to enhance good governance and efficiency of public administration, and thisis
reflected in some twenty or so policy and program documents from Party and
Government issued or drafted during the period 2001-2005. The most notable are
Politbureau Directive 58 from 2001 on use and development of I T*, the National ICT
Master Plan 2001-2005* and draft for 2006-2010, the Internet Development Plan 2001-
2005™, Computerization of State Administrative Management 2001-2005 (Project 112%),
and the draft E-Government Development Master Plan to 2010. Asfar as is known, no
review has yet been made of the overall consistency of all these policies and programs, or
how and how far they have been implemented at various levels.

IT use and awareness, although growing rapidly, is still low, with only some 6 million
computer and internet user as of late 2004*', and costs are till relatively high compared
to incomes. I T is still seen by senior managers mainly as a support role, not as a strategic
element. E-readiness is also low as measured by various studies, with major constraints to
ICT development till to be overcome.

A ‘soft’ constraint on administrative IT development is the lack of regulatory documents
on development and utilization of applications and databases in government concerning
user responsibilities, utilization, security, confidentiality, updating and maintenance, and
—especidly critical — sharing of information and data. Mandates for IT and MI S technical
units also need to be clearer and defined in regulations.

IT personnel and training is still considered mainly from atechnical and engineering | IT
point of view; thereisalack of training of other information specialists and managers, of
gualified sector personnel that are able to analyze, manage and organize information for

“3 Directive 58-CT/TW on Use and development of information technology for industrialization and
modernization for the period 2001-2005, from October 17, 2000.

“ PM Decision 95/2002/QD-TTg

“> PM Decision 33/2002/QD-TTg

“6 PM Decision 112/2001/QD-TTg

*" Vietnam Network Information Center
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required development needs. I T managers need not only IT technical competence, but
must also be trained in governance and socio-economic affairs, and in management of 1T
development (a speciality in itself).

Security is still low in many instances; the mgjority of government websites are
vulnerable to hackers according to one estimate. Although some procedures and
mechanisms for security quality control do exist, security of databases and transactions in
applications is still mainly left to the individual developers, managers and users, and is
hampered by lack of widely disseminated and universally applied standards and
procedures. Investment is heavily skewed towards hardware, and software development
lacks coherence and harmonization

Project 112
Project 112 under the management of OOG responded to the goals of Directive 58, and

engendered about 110 IT *112 master plans' from government agencies and provinces,
and identified almost 2000 IT projects. Itsfocus was (A) on upgrading the CPNET
(government wide-area network; establishment of government data centers and portals;
investment in IT hardware and 16 shared software applications; 6 national databases; I T
training; IT standards, legal framework and unified ICT architecture; and (B) on
supporting ministries and provinces in implementing their own local 112 projects, with
about half of spending on (I) and half on (11).

Part A

I mplementation results so far have been mixed, and well below initial goals (although
there has been a notable speeding up during 2005). The focus has been heavily hardware
and technology focused, with widespread and successful LAN and PC hardware
investment and installation in most government agencies at central and local level.
Information and Data Centers have also been set up in virtually all ministries, agencies
and provinces, and although quite alot of training (more than 13 000 IT saff

trained) has been conducted, thisis still lagging. Posts as ClOs (Chief Information
Officers) have been created and filled, but incumbents are still to alarge extent 1T
technology-oriented and not conversant in state management — ClO ill remainsa
concept. But hardware installation has significantly preceded application investment and
deployment, with risk for technological obsolescence before applications are amortized.
Of the national databases, only the socio-economic oneis fairly advanced. The CPNET is
still unfinished (and has for the future development has now been transferred to MPT
responsibility)

Three shared applications have been piloted and partially rolled-out: (1) Administration
websites. Many ministries, agencies and provinces have set up useful websites or portals,
but there are also many that are static, incomplete and not regularly updated, and lack a
unified framework presentation design; (2) Document management system for ministries
and People’ s Committees, but thisis still mainly a one-way flow from OOG, and is not
working smoothly since there is not yet any regulation enforcing use, often no designated
staff responsible for sending documents back to OOG, and underfunding to install the
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CPNET for communication; (3) Socio-economic statistics for provinces. A further 10 or
of the shared applications are currently being developed, and should be finished by end
2005, and a number of other projects are also under intensive work to finish by end 2005.

Work on standards is ongoing, but work on legal framework and regulation has been
lagging. However, work on an e-government road map is almost complete, with a
framework covering e-government strategy, architecture and program management.

Part B

Significant investments have been made by ministries and provinces based on their own
112 plans. As aresult, most have now quite adequate computer availability and use in
administrative offices, and I T centersto support development as well as operations,
support and maintenance. Large numbers of applications have been implemented of
various kinds and in different sectors, in ministries and provinces, many quite successful,
some very successful and some less so, according to anecdotal evidence but also to
various local reports. However, it isdifficult to assess the overall output and outcome, as
there is so far no systematic compilation and assessment of achievements. But there are
definitely problems of coherence, compatibility and quality due to the fragmented nature
of development and the weak oversight from the center.

There are many reasons for the mixed results of Project 112: (1) fragmentation and lack
coordination and standardization of developments as ministries and provinces develop
their own applications, sometimes based on genuine local particularities but sometimes
due to vested interests’®; (2) inappropriate procurement regulations; MPI procurement
regulations are developed for construction-type projects and are dysfunctional for IT
software applications; (3) Business process reengineering has been relatively neglected;
in many cases existing routines and procedures have been ‘ mechanically’ computerized;
(4) inadequate coordination between Finance, Planning & Investment and Office in
implementation and lack of clear responsibilities for implementation; also lack of official,
complete and appropriate guidelines for planning and budgeting IT and software design
projects, which has led to undersizing; (5) PAR coordination and sequencing issues,
clear PAR goals should drive specific applications, rather than building software for
common use; (6) insufficient management and coordination capacity for such a large and
dispersed program, as well as limited application of appropriate ‘ standard industry
practice’ management and development procedures and tools for individual I T projects.

E-government

“8 No applications have yet reached full nation-wide implementation. Even such a successful and
appreciated application as businessregistration is ill after 3 years only operational in 15 provinces. There
is an inherent tension between autonomy of decentralization and centrally mandated nation-wide systems.
The prolonged conflict between MPI and HCM City is acase in point. MPI has been devel oping a National
Business Information Network including businessregistration. At the sametime, under its decentralization
program, HCM City also developed its own business registration system, somewhat different and not fully
compatible. The conflict is still -as far asis known — unresolved, each side camping on its position.
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E-government as an articulated and explicit vision and goal is very recent, but has quickly
developed received high visibility and attention during the last 2-3 years. During the
period 2001-2005, work on e-government has been mainly advocacy, publicity and
preparatory studies; significant implementation will only come in the following period
2006-2010, although HCM City has started some developments since 2002, and a major
implementation of e-customs has been undertaken also in HCM City. The draft Master
Plan 2006-2010 envisages reforming the organization and management of government
administration to make it more proactive, transparent, effective and efficient through
comprehensive support of ICT. The objectives areinitially timely delivery of necessary
information to citizens and businesses and subsequently on-line one-stop non-stop
services, with reduced transaction costs for all parties (and plausibly, reduced rent-
seeking and corruption opportunities through reduced face-to-face contacts between
officials and enterprises/citizens). E-government is intimately connected with
‘reinventing government’ and is not about computerising existing operations. It is thus
very closely linked with PAR. MPT will assume responsibility for this successor to
Project 112.

In this context, and with external support*, it is planned to introduce during the coming
period demonstration models of e-government for high-demand applications in Hanoi,
HCM City and Danang with strong focus on business process reengineering, standard
information architectures, and extensive training and familiarization among stakeholders
and potential users.

Mention can also be made of the National E-Commerce Master Plan 2001-2005 and plans
for 2010; e-commerce is still also in the very early stages. A law on e-transactions has
been drafted for presentation to the National Assembly at end of 2005. AnIT law isalso
being drafted by MPI. MPI is aso starting to sudy and prepare the ground for e-
procurement.

9 WB ICT Development Project currently under preparation (see Annex 3)
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4  Anti-corruption

4.1 Trends, prevalence and incidence of corruption

Corruption is of course not a new phenomenon, nor is the fight against corruption, and
both existed well before doi moi*®. However, it can be plausibly argued that corruption
during doi moi isdifferent or at least driven by other factors, notably the discrepancies
between administrative authority relations and control procedures ‘left over’ from the old
system and requirements from the evolving market economy and citizen’s new needs; the
persisting direct and indirect involvement of administrative organizations in bank and
business operations; lags in adjusting the system of law; slow changes in the public sector
salary system; and a decline in public accountability, ethics and guiding ideology. Be that
asit may, the rapid growth of the economy also increased money in circulation generally
and high rates of capital investment translated into numerous infrastructure projects and
contracts, thus increasing the potential number and size of corrupt transactions and
opportunities.

Asaways, it isdifficult to get an accurate picture of the trends and absolute size of the
problems. Certainly, international perceptions as measured by Transparency

International, World Bank Ingtitute and others show Vietnam in an unflattering position
with relatively serious corruption, but on the whole arguably no more or less than in other
countries at comparable levels, sometimes a bit more, sometimes less depending on
sectors™. But vulnerability is high, as continued rapid growth and socio-economic
changes could continue to expand corruption opportunities faster than accountability
mechanisms manage to follow, and potentially jeopardize the sustainability of growth and
undermine the authority of and trust in the government and the party. Corruption has been
characterized as “national evil” and the urgency and importance attached to the issue and
to the anti-corruption fight by current and past top leadership is evidenced by numerous
statements on various occasions. >

It isdifficult to say with certainty if the severity and prevalence of corruption has
markedly increased or not over time during the period 2001-2005; certainly, the attention
given to the issue in the media has increased very significantly, especialy in the last two
years™, but this has been a deliberate government policy as part of the anti-corruption
fight.

%0 See for example, Dam Xuan Toan, Ho Chi Minh President with the struggle against corruption (in
Central Committee of Internal Affairs, Summarized material of the workshop on identification of
theoretical and practical issuesin corruption prevention and combat in Vietnam).

*! See discussion in Vietnam Devel opment Report 2005

*2 For example, the Party in 1995 identified corruption as one of the four major threats to national security.
A recent example among others, a former Party General Secretary commentsin interview with local media
(asreported by Vietnam Economic Times, June 2005) that “...corruption is till widespread at a serious
level” and “Thisredly is afierce battlein which, if we wish to win, the Party and the State must take a
closer look at themselves.”

%3 As evidenced by counting the number of articlesin newspapers (verbal communication S. Davidsen)
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Information and data are still limited and scattered, but the first-of-its-kind diagnostic
survey and study of corruption by the Central Committee on Internal Affairs from mid-
2005 makes a significant contribution based on nation-wide, although partial, surveys of
citizens, public official and enterprises™.

The results show that corruption is perceived and experienced as common and existing at
all levels and organizations, athough to varying to a considerable extent. The
respondents thought that land and housing, customs, traffic police, tax and finance, and
construction were the most corrupt sectors and agencies. The health sector was also in the
top ten. Asto forms of corruption, the ones most commonly encountered were soliciting
bribes by creating obstacles, accepting bribes for favours and using public means for
personal benefit. But corporatist forms were also quite common, such as recruiting
unqualified people for self-interest and organizing junkets to influence people in
authority. A third of officials were prepared to accept offered bribes. Few corruption acts
are disclosed (single-digit percentages), and few perpetrators are meaningfully
sanctioned. Managers and leaders of organizations are seen as hesitant to take effective
preventive and reactive action against corruption internally. The “asking-giving”
mechanism is thought be major cause, only athird thought that low pay was aroot cause;
and that reasons for limited effectiveness of anti-corruption work were thought to be that
the role of the public in exposing corruption was not fully utilized, that responsible senior
officials and managers had failed or were not willing to take determined action, and that
it was difficult to break through systematic corruption cases. Fear of victimisation and
lack of rewards discourage taking active part in anti-corruption. But there are positive
signs as well; awareness and discussion are high, the subject is no longer taboo, many had
taken part in or been exposed to anti-corruption activities; asignificant minority of
respondents think that corruption has decreased in recent years. The WB Investment
Climate Survey shows that businesses rate for example district People’s Committees and
business registration office as very clean®. On the whole, businesses seem to think
corruption less of a problem than individuals, perhaps because the money in ‘ petty’
corruption is small for companies, but in fact quite big for people on ordinary salaries.

A number of other surveys and studies, particularly business-related ones, and studies
have also included corruption related questions and confirm the prevalence of petty
corruption and unofficial payments in public services®® and business®, though not at
exceptional levels compared to many other countries.

> Report on the findings of the diagnostic study on corruption in Vietnam, drafts (Dec 2005), Central
Committee of Interna Affairs, Hanoi. With funding from Sida“ Support to a Diagnostic Study of
Corruption in Vietnam”. The business-related part limited to three SOE sectors: construction, transport and
industry, the public officials surveyed did not include all categories and administrative levels, and public
service employees (in health, eduucation) were not included.

% As quoted in Vietnam Development Report 2006.

% For example, the citizen’sreport card pilot in 2004 (quoted in Vietnam Devel opment Report 2005; a
fuller report is under preparation by the World Bank).

> For example, Tenev, Stoyan et a, Informality and the playing field in Vietnam’s business sector (2003),
where bribe rates by companies were reported as 2.8% of sales revenues.
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Publicized corruption cases have highlighted a number of high-profile instances of grand
corruption involving quite high-status officials, and not just the lower-level petty
corruption cases which tended to predominate earlier, as well as the appearance of
organized corruption.”® However, it is not clear whether these apparent trends are due to
more effective investigation or to increased actual prevalence.®

Corruption and waste in capital investment projects for infrastructure have also been
given high attention during the last two years, due to the large amounts of money
involved. Corruption does exist in the sector (as evidenced by uncovered cases), but again
it isdifficult to gauge the magnitudes, and which may vary form sub-sector to sub-sector.
There are quoted figures of 20-40% or more ‘lost’ on infrastructure construction projects,
mainly based on estimates from investigations by the Government Inspectorate in 2002
and later; however, these figures seem to include budget overspending, inefficiencies and
waste as well as corruption and fraud, and it isunclear how much is‘true’ corruption. Gl
studies in 2003 of targeted poverty alleviation ‘ Program 135’ indicated a maximum
leakage of 5%.%° Studies by the WB of several hundred WB-loan financed contracts also
did not find any major indications of corruption or severe waste, although there were
indication of collusive practices, indicating that limited competition in civil works
bidding was a main source of problems.

Asfar asimplications for anti-corruption strategy are concerned, an overall conclusion
might arguably be that asthe corruption situation is still somehow tolerable, at least in the
short term, the first priority should be to contain and stop any potential growth in
corruption, especially in areas where it is still low. And at the same time generally try to
create amore positive incentive environment for people and organizations to take active
part in anti-corruption, perhaps by initially concentrating on preventive measures to
reduce opportunities for corruption rather than on individidual perpetrators.

4.2 Anticorruption fight

Strategy

Since the mid-nineties, the fight against corruption can be said to have been based on
three pillars: (1) creating alegal and institutional framework and capacity to deal with
corruption, and mobilize support from the public in general and the mediain particular, to
uncover and report corruption; (2) introduce anti-corruption measures through PAR; and
(3) to reform the party apparatus.

%8 Some recent onesin 2003-2005 have involved senior officials in MARD, Ministry of Trade,
PetroVietnam; the well-known ‘Nam Cam'’ case uncovered in 2001 involved organized crime buying
“buying mandarins’ at afairly large scale.

%9 According to a speech in 2004 by a senior official at the Ministry of Public Security, only 5% of
corruption cases were thought to be uncovered (quoted in Viet Nam 2004-2005).

€ The low fiduciary risk confirmed by expenditure tracking conducted as part of eval uation (see Taking
stock, planning ahead: evaluation of the National Targeted Program on Hunger Eradication and Poverty
Reduction and Program 135 (2004).
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In PAR, the emphasis has been on promoting transparency and better accounting of
public finance and tightening procurement regulations; reforming, simplifying and
increasing transparency of administrative procedures; and reforming the civil service and
the salary system, all with aview to reducing opportunities and ‘need’ for corruption (see
the PAR sections elsewhere for details). Also, institutional reform (rule by law) aswell as
legal reform in general can also be seen as supporting reforms.

Party reform involved clearer definitions of what party members could and could not do,
increased emphasis on the party’ s own inspection procedures and work, attempts to
implement asset declarations for leading cadres; personal managerial responsibility for
corruption or waste in organizations; personnel rotation; wider publicity to decisionsto
punish or reward cadresin relation to corruption; more ideological and ethics training®.

The grassroots democracy initiatives (which involve the intersection between party and
administration at local level) can also be included, at least partly, under this heading.
Increased transparency and local involvement of citizens at grassroots level are meant
inter aliato reduce corruption, athough the impact so far is still below potential, partly
because real implementation takestime, but also because of limitations: lack of incentives
and motivation for village/commune leaders to apply, sometimes against their own
interests; and limitation to village level, whereas many funds and decisions come from
commune, district and province level outside the scope of the decree.

The more specific anti-corruption initiatives (which are the ones usually referred to when
talking about anti-corruption) cover specific anti-corruption legislation, strengthening of
inspection and supervision systems, complaints and denunciations, and measures against
waste. Inspection and supervision systems, and combat against waste do not only deal
with corruption related acts, but it is an important part.

I mproved corporate governance is a policy aim in economic management, not part of
PAR. But it has not been explored much so far as an element in anti-corruption®®. Private-
sector corruption (i.e.within the private and non-state sector, and not involving public or
elected officials) has so far received limited attention, although thisisa clear future
‘danger zone' for corruption, generally in view of the growth of the private sector, but
particularly in view of the policy goal of very significantly stepping up socialization,
particularly in health and education.

Lega and institutional framework

The starting points have been the 1998 Ordinance against corruption, the Ordinance on
practicing thrift and combating waste, and Law on complaints and denunciations, and

¢ Many of these are described and discussed in various articles in the Communist Review (Tap Chi Cong
San)

62 The rational e being that weak corporate governance would tend to increase tolerance of passive
(acceding to corrupt demands) and active (proposing corrupt offers) corruption in dealing with the public
officials, aswell asmaking it easier cover thetraces.
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implementing decrees®. The Ordinance is now in the process of being replaced by a Law
on anti-corruption adopted in late 2005, and to take effect in June 2006%*. The Law on
thrift and prevention of waste replacing the Ordinance will also take effect from June
2006. The Law on complaints and denunciations was revised in 2004% and has now been
further amended to strengthen the position of complainants The Law on supervision was
adopted in 2003, and the Law on Inspection in 2004.

Anti-corruption legislation and management

The 1998 ordinance with the 2000 amendments defined corruption in alegal sense, and
described 7 acts of corruption, considered as criminal offences relating to corruption in
the terms of the 1999 Criminal Code. The ordinance also attempted to prevent corruption
by listing a number of prohibited activities for public officials.

The ordinance and decree represents a significant step in establishing demarcation of
corruption and what behaviours are acceptable and not acceptable for public officials.
Although it has served reasonably well in dealing with corruption from alegal standpoint,
it does have weaknesses. Corruption in the non-public sector is not included, and offering
bribes as opposed to taking bribes was not included (both are included in the new law,
and thus partially extends the law inter aliato the business sector). On the whole, the
elements dealing with prevention are less developed than those dealing with repression
and sanctioning through criminal or administrative measures.

The responsibilities of different state agencies in preventing and fighting corruption are
not clear-cut; cooperation and information sharing mechanisms between the inspectorate
and other agencies including the procuracies and courts are lacking with no structural
incentives and resources to encourage cooperation; and mechanisms for handling
systematically corruption cases found in the complaints system are not well developed.
There is no whistleblower protection framework, nor is there systematic data collection,
compilation and synthesis of anti-corruption and corruption cases. The mechanism for
control and supervision of public procurement is not uniform, and the creation of a
specialized procurement inspectorate in MPI has both positive and negative aspects.

Following on the resolutions of the 9" Party Congress in 2001, other actions were taken
in 2001-2002; the revised law on government organization stipulated that government
ministers should directly take charge of anti-corruption work; and the Decree 86 from late
2002 on functions and tasks of ministries assigned responsibility to fight corruption to all
heads of government agencies. This has been extended to include personal responsibility
for corruption occurring within the organization, even if personally not to blame,

although until heads have full managerial and personnel authority over staff this

8 Ordinance against corruption no. 03/1998/PL-UBTVQH10 March 9, 1998 (and amendment in 2000) and
implementing Decree 64/1998/ND-CP August 17, 1998, amended by Decree 13/2002/ND-CP January
30,2003; Ordinance on practicing thrift and combating waste February 26, 1998 and implementing Decree
38/1889/ND-CP June 9, 1998.

64 |_aw no 55/2005/QH11 of Nov 29. 2005

% Revised law June 24, 2004, effective from October 2004, implementing Decree 53/2005/ND-CP April 6,
2005.
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requirement could be considered somewhat unbalanced. And exactly how the heads
should fulfill this responsibility is not elaborated. In any case, these rules have been
applied recently in several cases, including aresignation at minister level. The new law
tempersthis liability somewhat. Just about every government, party and mass
organization office throughout the country has an anti-corruption unit or function of some
kind, although they do not seem to have had much primary effect in uncovering
corruption within the organizations themselves.

Another major plank has been asset declaration. This was included in the 1998 Decree
ordinance then applied mainly to leaders and managers but was in the 2002 amended
decree extended to all civil servants. However in the new law, the number has again been
restricted (the detailed list to be determined by the Government), but co-residing
immediate family members are included. A resolution of the 2001 Ninth Party congress
also gtipulated asset declaration for leading cadres and their family members. Although
declarations were made, there was apparently no meaningful follow-up to verify accuracy
and truthfulness, and on the whole the system seems be observed more in the breach. As
experience as shown, it may be difficult to devise aworkable system, and it may be more
realistic to aim for real implementation for a much smaller target group.

The Government Inspectorate isthe lead body in assisting the PM in managing anti-
corruption matters, and in the fight against corruption. Since the PM floated the tentative
idea of an independent anti-corruption agency at the end of 2004, there has been a lot of
debate about the pros and cons of such abody, but such a solution does not seem to be on
the agenda at present.

Vietnam signed the UN Convention Against Corruption in December 2003 with intention
to ratify in 2006, and endorsed the ADB-OECD Anti-Corruption Initiative for Asiaand
the Pacific in June 2004. The new law on anti-corruption seems by and large to
adequately cover compliance with the Convention and to take into account the principles
of the Anti-Corruption Initiative, for those issues that are within the scope of the draft
law. Work on identifying other measures and reforms required for compliance to the
Convention has started.

The law on anti-corruption addresses the weaknesses in the old ordinance, and is much
more detailed and explicit about definitions, the respective heads and stakeholders
responsibilities, and procedures when dealing with various aspects of anti-corruption
work and case handling. There is an extended chapter on corruption prevention in various
domains and this provides a closer linkage to PAR.

There are numerous provisions on publicity and transparency in various domains, and
rights of individuals and agencies/organizations (but not enterprises it seems) to request
information about their own agency’ s or locality’s activities (but not generally from other
bodies, though the mass media are given thisright), although no recourse method is
specified if such information is not forthcoming. This is an embryonic ‘freedom of
information’ regulation. But recognizing the practical complexity and the need to analyze
and extensively discuss the many difficult issues involved in introducing public access to
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information, in the longer term separate legislation would probably be needed®. There
are also provisions for codes of conduct for public employees, although only concerned
with prohibition of certain activities, and not explicitly (it seems) including the positive
standards for public service of afull code.®’

To acertain extent, the non-state sector (private business sector, associations) is also
within the purview of the draft law, definitely in regard to the offering of bribesto public
officials, but the wordings are not totally clear to what extent, if any, it appliesto intra-
private sector corruption (i.e. not involving public officials or public assets).

The new law isin any case a starting point, and the key to the old and especially new
provisions becoming effective liesin expeditiously crafting a whole range of
implementing decrees and regulations, coordinating with other affected legislation, and
devising a well-sequenced and coordinated action plan for implementation. Thisisa
challenge as the law goes quite some way beyond typical anti-corruption legislation and
will if truly implemented force quite significant changes in administration and
management culture.

There have also been some ancillary measures that can target the financial side of
corruption, for example the recent decree on money laundering®, and also various
initiatives to reduce the still dominating cash economy and promote or mandate bank-
mediated payments and transfers (and these are also included in the new draft law). But
these are too new or too limited to show any impact, and the capability of banks to trace
fund flowsis still low.

As has been the case in many other countries, strengthening the personal and company
tax system hasthe longer term potential of making it more difficult to hide the transfers
of corrupt monies, but this presupposes reducing the role of cash in payments, stronger
accounting, auditing, and corporate governance in general. These reforms are sill inthe
beginning.

As mentioned below (section 5.5), Gl in its capacity as the designated lead agency in
anti-corruption, has been assigned to develop proposals to further reform and strengthen
the inspectorate system, including the areas of inspection; complaints and denunciations,
and prevention and fight against corruption, and a draft programme to 2010 is ready and
will most likely be adopted sometime in early 2006, with implementation starting later in

% Another reason would be the wide-ranging effects of transparency, for example the potential for
transparency as an ‘ice-breaker’ for attempts reducing informal fees, promoting ‘honest’ investment and
private enterprises rather than rent-seeking entrepreneurs (see The provincial competitivenessindex on the
business environment in Vietnam: summary report)

%7 The apparently blanket prohibition in Article 37 for officers and staff to set up, manage or operate
virtualy any form of private enterprise (“except where the law provides otherwise”), even if not related to
their areas of work and authority (but it seems not prohibiting owning, being employed or retained) appears
counterproductive in terms of anti-corruption, asit would arbitrarily restrict many avenues free from
conflict of interest to supplement insufficient civil service income.

% Decree 74/2005/ND-CP June 7, 2005
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2006. This programme addressesto a greater or lesser extent most of the weaknesses
identified below.

Enforcement institutions

The Supreme People’ s Procuracy, the court system and the Ministry of Public Security
(Police) are other key agencies involved in investigating and dealing with corruption
cases. Strengthening the SPP and the court system is part of judicial reform, but it is not
at this stage known whether any specific measures are considered necessary to improve
the effectiveness of prosecution and ensure proper convictions in corruption cases.
However, the judicial bodies have the same strengths and weaknesses as other agencies,
and are not fully spared from internal corruption problems either.

Asinvestigating body, the MPS is obviously important in exposing all ramifications of
corruption cases and apprehending the suspects. It is not known to what extent, if any, its
resources, capacities and staff competences need strengthening to better deal with current
and future corruption, particularly asrelates to powersto collect evidence, investigation
of corruption hiding behind complicated financial accounting schemes, IT systems and
transnational transfers. As part of the public sector, the police are also not immune to
corruption, for example in traffic policing.®

Complaints and denunciations

Complaints and to a much lesser extent denunciations are atime-honored mechanism,
and a large number of complaints are dealt with every year (in the order of 100-150 000),
with land issues being the most common. Although the mechanism manages to solve
quite a few problems, sometimes by people or government bypassing the normal
procedural chain (people appealing directly to leadership, or government ad hoc
delegations going to the field to solve otherwise intractable backlogs) and despite
improvements to the procedures in the new law and decrees, it still has weaknesses that
[imit the effectiveness. complaints should normally be addressed to and settled by the
“offending” administrative body itself, and is handled as administrative procedure, with
the complainant at a significant disadvantage and with very few meansto take part; too
many recourse levels within the administrative hierarchy, which prolongs the settlement
time; very legalistic and in practice restrictive conditions for recourseto the
administrative courts (see also section 2.3 above); and sometimes reluctance of concerned
bodies to seriously consider complaints or implement settlements.”® Consideration is
being given to establishing an independent administrative agency to receive and handle
complaints about administrative agencies in order to ensure fair and public and hearing of
the citizen.”

% Vietnam News reported (8/3 2004) that MPS had set up special teams nation-wide to root out and punish
corrupt traffic police. The diagnostic survey on corruption also reflects high perceptions of corruption
among traffic police.

7 Partly addressed by PM instruction 26/2004/CT-TTg Nov 27, 2004 on strengthening and enhancing
responsibility of leaders of state administration agencies for handling complaints and denunciations.

™ PM in Government report to October 2004 session of National Assembly
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The current denunciation mechanism is similar to but less developed and defined than the
complaints mechanism, less suited to the nature of denounced acts involving many
agencies, and does not succeed in mobilizing or channeling public participation as
‘watchdogs’ (i.e. where the denunciator is not personally affected). In any case, the
number of denunciations is an order of magnitude or more smaller than complaints. Asto
the number of complaints and denunciations involving corruption-related acts, their
handling and settlement, he few reported statistics are unclear, but it seemsthat the
potential of denunciations in anti-corruption is not realized.

| nspections

Inspections are regulated in the Law on Inspection from June 2004, replacing a 1990
ordinance, and this modified and clarified the purpose of inspection to be assessing
compliance with laws and regulations, preventing, detecting and dealing with violation,
finding loopholes, but also to assist in improving compliance, and more generally to
suggest improvements for greater efficiency and effectiveness.

The ingpectorate yearly conducts thousands of inspections of various kinds, that The

I nspectorates have made some notable contributions in these regards, for example with
proposals 2002-2003 that have been incorporated in revised laws on construction, legal
documents on investment management and tendering, based on results from large-scale
inspections, that highlighted problems of waste and fraud. However, the emphasis and
competences are still biased towards detecting violations.

The few reported statistics available are unclear about the number and extent of
corruption-related acts discovered, their handling and settlement.

In respect of anti-corruption, the potential efficacy of inspections is presumably |essened
as only the Inspector General has the right to order unplanned inspections (and not Chief
Inspectors at other levels). Otherwise, the Gl aswell as the other inspectorates have the
same strengths and weaknesses as the public administration in general, including capacity
constraints dueto lack of appropriately skilled and experienced staff. A major program to
strengthen the comprehensive capacity of the ingpectorate system, the complaints and
denunciation settlements, corruption prevention and fight to 2010 is under preparation
and will probably start by the beginning of 2006, with donor support. It addresses the
weaknesses discussed above.

The number of inspection bodiesis quite large, with the central level Government
Inspectorate (previously known as State | nspectorate), ministerial-level inspectorates,
provincial-level, provincial department and district-level inspectorates, concerned with
administrative and/or specialized (e.g. compliance with construction norms and
standards) inspections. Furthermore, although the new legal documents have more clearly
defined the roles and functions, there is still considerable scope for overlap and
interaction problems between the Inspectorate, the State Audit and the NA supervision.

2 With Decree 41/2005/ND-CP March 25, 2005 guiding implementation.
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In this context, mention can also be made of the Party control (inspection) committees at
various levels, which fulfill similar roles to the inspectorates in respect of party members
and cadres working in state agencies, including in respect of anti-corruption. The tasks
seem partly overlapping, and there could also be potential coordination problems.

Many businesses, especially private ones, consider themselves subject to an excessive
number of inspections, although the frequencies (2-6) are comparable to many other
countries. They also complain about the manner in which inspections are conducted”. Be
that as it may, inspections do pose a potential — and sometimes real - opportunity for
corruption. The ingpection regulations do contain rules about the number and frequency
of inspections, and how they should be coordinated.

There is also a People’ s Inspection at grassroots level, under the direction of the
Fatherland Front and Trade Unions, but by and large its potential (in combination with
GRD) has not been realized.

The inspectorates are aso extensively involved in the management of complaints and
denunciations, and in monitoring compliance with the ordinance on thrift.

Promoting thrift and combating waste

Not all waste is not corruption or fraud, as there are many other possible reasons for
waste (e.g. weak capacity, incompetence, vested interests, parochialism, perverse
regulations). But wasteful expenditure may constitute one vehicle for hiding corrupt
extraction of monies, and the management and accounting laxity that tends to go with
waste probably facilitates corruption. Therefore combating waste can be considered part
of the anti-corruption fight, especially the part that concerns the big-ticket investment and
congtruction field. The inspections by the Gl in this sector have been high-profile and
widely publicized, though from reported statistics it is difficult to judge the real
magnitude of corruption as opposed to other reasons for waste, and what the impact has
been. But regulations and procedures for investment management and construction have
been tightened by MPI, MOF and Ministry of Congtruction, and Government has
specially targeted this sector for 2005.

Smaller-scale ‘ office’ waste, such as unnecessary trips, cars, conferences, receptions and
giftsisalso covered by the ordinance, and as such expenditure may hide or promote petty
corruption, stricter and clearer norms and rules may help to better define the border
between what is acceptable and what is corrupt. It is not known how effective these rules
have been in this regard.

Not yet satisfactorily solved are formulation of practically useful definitions of thrift and
waste, and elaboration of criteria for evaluating the degree of thrift and waste where
mechanical norms are not appropriate. This also makesit difficult to gain acceptance for
individual managerial responsibility.

" Tenev et d (2003)
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The Ministry of Finance is the responsible agency for this legislation, and a new law,
much more explicit than the ordinance, was adopted in late 2005, to take effect in June
2006. MOF is also drafting alaw on public asset management for passage in 2007, to
increase the productivity of such assets and better prevent misuse.

Supervision by National Assembly

Supervision by the National Assembly is regulated by the Law on supervision from 2003
and as concerns financial and budgetary mattersin the Law on National Assembly
Organization from 2001 and the State Budget Law from 2002. But in redlity, the
Economic affairs and Budget Committee has insufficient capability and staff for effective
oversight. Concerning corruption and other abuses of power by officials, the NA has
several instruments, ranging from questions and interpellations (sessions of which are
televised), examination of reports by government bodies, organizing supervisory
delegations in the field, setting up provisional oversight committees for certain issues,
oversight and consideration of citizens' petitions, complaints and denunciations. No
information was available on to what extent various supervisory activities have dealt with
corruption-related issues.

However, in general the oversight function is till the weakest function in the NA, and so
far at least the questions and interpellation mechanism seems the most effective way in
bringing attention and focus on issues such as corruption. With the new State Audit Law
effective from 2006, the State Audit will be attached to the NA, and thiswould
potentially augment the capacity for effective supervision. Strengthening the external - as
well asinternal - audit function as such forms part of the broader public financial
management reforms (see elsewhere).

The supervisory capacity of local level provincial People’ s Councilsis very weak, and
just starting to be strengthened as concerns budget and finance.

Media, mass organizations, businesses and citizens

The media have recently been encouraged by Government to write more proactively
about corruption and publicize corruption cases based on briefings from the police and
procuracy and other agencies™. The purpose is to help mobilize public support for anti-
corruption, raise awareness about the necessity of fighting corruption, publicize laws and
regulations and hopefully convince people in general and potential perpetratorsin
particular that risks of detection and severe sanctions are becoming dissuasive enough.
The press has also increasingly assumed a supervisory role over the administration. But
the press has also been encouraged to detect corruption cases, and has in a number of
instances initially uncovered specific corruption cases, or brought new corruption
phenomenato general attention. However, such efforts have understandably not always
been appreciated by all concerned parties, even to the point of threats, and asa
consequence, the full potential of mediato uncover corruption has probably not been
realized.

™ Party 6™ Plenum resolution December 2003, OOG and PM at conference in August 2004.
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Mass organizations such as the Fatherland Front already have (potential) rolesto play in
anti-corruption, for example in assisting People’ s Inspectorates at grassroots level.
Professional and business associations, for example in the construction sector, can play
and have played constructive roles in uncovering corruption through discovering quality
defects where corners have been cut to finance bribes or kickbacks, or through
highlighting and lobbying on corruption areas of concern. There is evidence that
individual businesses and especially citizens have little interest, incentive and reward for
whistleblowing on corruption and limited confidence in official complaints and redress
channels’™, but face considerable risk of de facto retribution.

" The business informality survey (Tenev at a) found that corruption was considered a minor constraint in
the business environment, ranking 20 out of 33 constraints (although this must be trested with caution as
entreprises comfortable with corruption would tend to gravitate towards rent-seeking environments). The
citizens' report card survey found that redress mechanisms were barely used at all, and then only dightly in
education and health, and even there acceptance or resignation was evident as 50-80% said that informal
fees were “standard practice” (verbal communication, S. Davidsen)
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5 PAR process and implementation framework

5.1 Implementation and monitoring mechanisms

Asthe PAR MP was afirst attempt, it has taken time to arrive at reasonably well
functioning implementation and monitoring mechanisms. Successive strengthening of the
Steering Committee, the secretariat and the MOHA PAR Department have taken place,
but the number of highly qualified and experienced staff supporting and coordinating
PAR is still quite small. In general, the management and monitoring follows the normal
government routines and models for action plan and master programme management, and
has the same strengths and weaknesses.

The Action Programme approach has not turned out so well, and a ssmpler but higher-
quality approach for the second period would be preferable.

The following table summarizes the SWOT analysis. For the strengths and weaknesses
analysis a number of factors are dealt with; but for opportunities and threats no such
systematic split is made of factors.

Factor

Strengths

W eaknesses

PAR MP

The PAR MP wasthe first
attempt to identify strategic
reform areas and has served
asaaquiding tool. The
approach chosen has been
useful and after 5 years
many issues have been and
are being addressed. It is
necessary to revise the MP
and identify reform areas
and challenges for the
coming period

The PAR MP did not well cover
the central reform area of public
finance management. Only partial
aspects of PFM was covered. For
the coming period, needs for PFM
reform should be given higher
priority.

The PAR MP only very
superficially toucheson
implementation strategy and
issues. The “how” questions were
largely left out and created alot of
problems in implementation
mainly through very slow
processes of getting thingsto

happen

Indicators for measuring success
for the nine objectives not
identified

Action programs

The action programmes
represented an attempt to
focus on certain reform
aspects of highest priority

The action programmes were
prepared in avery slow and
resource-consuming process and it
took avery long time before they
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Factor

Strengths

W eaknesses

and in that sense they served
their purpose

were approved. The selection for
action programmes was done
without thorough analysis and it is
guestionable whether all the sub-
programmes were relevant. The
quality of the programmes and
sub-programmes varies alot and
one can ask whether they have
played any significant rolein
reform implementation.

No clear prioritization and activity
sequencing for implementation
No integration to illustrate
sectoral linkages of elements from
the 7 action programmes

The arrangement with shared
responsibility between lead
agencies for action programmes
has not worked well as it has
diffused responsibilities and
delayed action.

Budget plans have been late in
development and approval,
leading to delaysin
implementation

Medium-term plans
of
ministries/provinces’

The requirements of
ministries and provinces to
prepare medium term
reform plans has served as
an instrument to make
agencies to think through
how to address the reform
issues and hopefully also
their own needs in relation
to the PAR MP

The quality of the plansvariesa
lot. Typically the “how” issues are
not dealt with which weakens
their usefulness as guiding
instruments.

Often written in very general
terms, difficult to identify the
concrete objectives, the actual
measures to be undertaken, and
targets

Sometimes prepared very late”’

" However, plans areimproving over time, the medium term plans from MARD (Public administration
reform action plan 2005, (December 2002), Support to PARin MARD VIE/98/004) and Ministry of Health
(see Ministry of Health, Project document - Public administration reform Sub-component 2004-2010,
March 2005) are examples of well-written plans
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Factor

Strengths

W eaknesses

Too little effort was made to assist
the agencies in preparing realistic
and relevant reform plans

Government’s annual
work plan directives

Gives clear indication of
current priorities and
expectations

Not always well meshed with the
overall PAR progress and sector
linkages, and with the action
programmes

Annual plans of
ministries/ provinces

Provides synchronization
and coherence with
Government’ s annual
directives, and with own
medium-term plans

The quality of the plansvariesa
lot. Typically the “how” issues are
not dealt with which weakens
their usefulness as guiding
instruments.

Often written in very generad
terms, difficult to identify the
concrete objectives, the actual
measures to be undertaken, and
targets

Too little effort was made to assist
the agencies in preparing realistic
and relevant reform plans

Budgets for PAR activities ad hoc
or indequate

Reporting The report requirementson | The usefulness of the reports may
agencies servesasatool to | be questioned as they do not
monitor progress and the follow asimilar format and tend
management levels to be somewhat discursive. The
(MOHA, Steering possibility of making comparisons
Committee, OOG) have between years and between
received annual reports from | agencies is thus compromised.
most agencies. The relations to plans are weak

and the reports seem not to play
any significant role for the
agencies themselves in monitoring
results.

M&E system Same as used generally in Mainly dichotomous quantitative

Government, based on
compiling periodic reports
for monitoring, and
conducting 1,3 or 5 year

numbers (i.e. implemented or not
implemented) or general
gualitative narrative. Thereisa
need to put in placeaM&E

" Aslate as July 2004, 9 provinces and some 10 ministries/central agencies had still not submitted PAR

plans for 2001-2005.
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Factor Strengths W eaknesses
reviews of implementation | system that contains actionable
for evaluation. Field visits and graded information (i.e. how
and other information much and well implemented) in
sources (complaints, order for the policy making levels
monitoring by Party etc) to effectively monitor and guide
complement. the reform process.
M&E isinternal and
administrative; almost no external
M&E (such as in-depth studies,
client surveys, focus groups)
Gov Steering The existence of the Gov Steering Committee hasin
Committee Steering Committee practice limited means to resolve

facilitates direct link
between the management
level and the political level.
The inclusion of Min of
Finance adds strengths to
the committee

conflicts within and between
stakeholders, to remove
implementation blockages, and to
ensure coordination

Steering Committee
secretariat

The secretariat facilitates the
work of the committee and
takes initiatives which can
be given political blessing

The part time status of members
makes the secretariat weaker in
capacity than would be the case if
it was staffed by a number of
highly qualified full time officials

Ministry/Province
steering committees

These committees provide a
forum for focusing on PAR
issues which otherwise
would not necessarily be
secured.

The capacity and competence of
the committees have been
guestioned. For them to play a
significant role their capacity has
to be enhanced

Formalistic operation, infrequent
meetings

No external support unit to help in
executing PAR plans

Accountability for reform success
or failure inadequately dealt with

Lead agencies
(MOHA, OOG,
MOF, MQJ)

Assigns clear responsibility
for supervising or managing
implementation of sub-
components

Coordination, cooperation and
communication between lead
agencies weak

I mplementation not linked or
synchronized when lead agency
not the same
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Factor

Strengths

W eaknesses

The arrangement with shared
responsibility between lead
agencies for action programmes
has not worked well as it has
diffused responsibilities and

delayed action.
MOHA PAR Dept The department essentially | Its capacity is limited and would
assists the secretariat of the | need to be strengthened aso to be
Gov Steering Committee. able to make good and full use of
the PAR project/UNDP

OOG PAR Dept

Provides focal point for PMs
decision making on PAR

The need for this department may
be questioned as long as MOHA
is given the primary responsibility
for managing PAR

Provincial PAR units

Provides focal point and
support to PAR
implementation, and
secretariat to SCs, under
DOHAs

Only implemented in some 20
provinces, low capacity and
unclear authority

PAR Implementation
Support
Project/UNDP

Provides a flexible resource,
technical and financial, for
MOHA, OOG, MOF and
MQJ, aswell asfor
provinces

The beneficiaries have not taken
full advantage of the project

PAR Support Facility

Provides a flexible funding
mechanism of quick
disbursing funds

Political considerations and red
tape has for a considerable time
[imited the use and disbursements
from the facility

MOHA Int Coop
Dept

Provides a focal point
development cooperation in
PAR

MOHA international dept has
responsibility to mobilize donor
support, assist in preparing
support projects and generally to
act asalink between donors
beneficiaries and government. Its
capacity in all these respectsis
weak and is hampering the
development of relevant and
effective donor support to PAR

Donor partnership

Provides a forum for
informal dialogue between
donors and Government
represented by MOHA

The partnership dialogue is more
formal than hoped for by the
donors. Problem oriented
discussions are not considered
deep going enough to satisfy the
demands by donors.
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Factor Strengths W eaknesses
It can be questioned whether
donor representatives actually can
contribute much to the problem
solving going on within
government.
Advocacy Through the PAR Thereisarisk of un-sustainability
project/UNDP anumber of | if the project ends.
advocacy measures are now
in place such as newsletter
both in Vietnamese and
English, websites in both
languagesand TV
programmes
Donor funded The spread of donor funded | Donor funded projects represent a
projects projects between reform substantial increase of resources
areas and levels of the to recipient organizations.
system has contributed to Thereby they provide
innovation and opportunities for rent seeking
dissemination of best behaviour in cases where
practices and replication of | management in the recipient
solutions. organization is weak or not
serioudly interested in achieving
There has been a positive results.
development in arranging There are many cases of
donor funded projects. From | competition between donors
being organized in avery which has lead to overlaps and
stereotyped manner the lessrational use of available
variety intermsof funding | donor funds.
arrangement, mix of inputs,
use of local resources, Low disbursements and delays in
lateral information sharing implementation points at weak
and replication has grown. implementation capacity and/or
too generous donor commitments.
Resources The philosophy that PAR is | The difficulty of relating agency

to be implemented by the
regular organization and
rely on the regular budget is
basically sound.

budgets to donor contribution
makes it impossible to assess
sustainability of development
investments.

Thereisareal risk that donor
funded projects raises the
expenditure level of agencies
above the level which the
government budget can sustain

| Opportunities

| Threats
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Opportunities

Threats

Approaching the end of the
first phase of the PAR thereis
a good opportunity to revise
the plan and to invest effortsin
reviewing the strategy and
methods for future reforms —
the “how” -questions.

The use of action programmes
at central level should be
reviewed and under all
circumstances the content of
such programmes need to
thoroughly considered
including their management
arrangements.

The decentralization policy
being implemented provides
new incentives for agencies
and may call for areview of
the role of the govt steering
committee and central
ministries in managing the
reform process.

The overall policy changes
initiated during the first phase
of the programme provide a
good basis for addressing more
comprehensively the public
financial management system
which can be regarded as a key
to increased efficiency by
changing management
behaviour and incentive for
performance.

On the basis of gained
experiences from PAR
planning and reporting at
various levels of the system it
should now be possible to
design and implement aM&E

system which givesthe

PAR is dependent on reforms and
development of the political system,
economic management and
international integration. Stagnation
in these would pose the most serious
threat to PAR.

PAR is dependent on committed and
dedicated officials who can
appreciate the benefits of successful
reform efforts. Unless incentive
systems in terms of salaries,
promotion and professional
development opportunities are
improved and recruitment policies
attracting young talented people with
relevant education are put in place,
the reform efforts will be constrained
and more driven by the stick than by
the carrot.
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Opportunities Threats

government enough feedback
to strategically control the
reform process in amore
decentralized environment.

5.2 Lessons regarding donor support

There are currently (September 2005) 26 ongoing PAR Projects (or projects with PAR
components, officially identified and monitored by MOHA.”® If one includes completed
projects since the first “official” PAR project in 1994, as well as projects in the wider
PAR sense, the total would be 60-100 depending on definition and scope. Thereisa
general feeling, expressed both by donors and Government counterparts as well as for
example members of the National Assembly, that many PAR projects have produced
below expectations and been less effective than hoped for, athough this has not been
based on systematic evaluations and review of PAR projects specifically.

Partly, this may be due to frustration and impatience with PAR progress in general, as has
also been expressed by Government on various occasions’®, as well as with the efficacy
of ODA and TA in general, donor and government ODA procedures, and project
management capacity on the Vietnamese side.®’

The question here israther do PAR projects have any additional special characteristics
that may cause extra problems? Arguably, thisisthe case:

0 PARisconsidered generally ‘sensitive’ and is subject to closer scrutiny by a
number of stakeholders (MOHA, OOG, PAR Steering Committees, People’s
Committees, Party), and also sometimes specifically ‘sensitive’ by involved
departments and officials, asisthe case for any change project that perturbs
established patterns and interests. This can create conflicts and different
interpretations of goals and objectives, to the detriment of project implementation.

0 PAR goalsand objective are also rather *soft” and it is genuinely difficult to well
and measurably define degree of achievement and success (or failure, as the case
may be).

"8 This does not include various smaller projects or programs, nor some projects/programs rdated to PAR
in the wider sense (as for examplelisted in Annex 3 below).

" Most recently by the PM in Directive 09/2005/CT-TTg (April 5, 2005) on further stepping up the
administrative reform

8 See for example Sudy on donor practicesin Vietnam— grant aid and transaction costs—listen to the
voice of the recipients and Arkadie et a, Review of technical assistance to Vietnam, and Griffin, ODA
investment project management capacity building — a case study of TP Ho Chi Minh.. The genera ODA
harmonization and smplification issues, as well as project management capacity building are currently
being addressed by MPI and the donor community .
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0 PAR outputs may take along time to produce visible outcomes and impact, and in
any case success often also depends on many external factors, most of which are
well beyond the control of aproject or program. Realistic expectations of what is
feasible in a given time frame and a fair amount of caution and modesty are
needed when judging success or failure.

0 PAR projects are critically dependent on strong proactive commitment and
ownership by concerned top leaders and managers, without which successis
almost impossible

0 Thecourseof PAR, its priorities, focus and even to some extent its contents are
influenced and changed over time by the normal changes and evolution and of
government priorities, thus requiring a certain amount of flexibility in project and
program objectives and tasks.

o Timing isimportant, asthere are often ‘windows of opportunity’ when particular
issues are active, and change can be substantially supported and promoted,;
outside these periods, very little can normally be accomplished.

0 PARisbothaprocessand product (or ‘blueprint’). Process takestime, and cannot
be rushed or controlled too much without jeopardizing ultimate success, and
usually requires significant advocacy and ‘rhetoric’ to move forward; products are
easier to manage, and can be worked on in a more contained environment, but
often cannot be put to good use if they are not deployed in the context of a
process.

0 PARisbothan internal and externa undertaking. On the one hand, without active
involvement of the target organization in solving its own problems and
challenges, ownership and commitment are weak and sustainability of results low.
On the other hand, without external ‘pressure’ it is difficult to overcome inertia
and vested interests and other factors that resist change. New approaches,
perspectives, knowledge and skills usually come from outside, but need to be
internalized, adapted and acted upon by the organization itself and its staff.
Projects that neglect one or the other, or get the balance wrong, will usually
encounter problems in implementing and sustaining new developments.

These are mostly general problems with any soft change project in agovernment setting.
But there are also some specific problems that have perhaps been somewhat neglected or
not recognized enough (or a least not resolved) in the Vietnamese context:

0 Thedigtinction between ‘process and ‘blueprint’ approaches

0 Role and function of external TA advisors and consultants
o Internal or external management and localization of projects (PMU or not)
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Most PAR projects have in practice contained elements from both the process and
blueprint approach. No one isinherently better, both are useful and needed, depending on
what isto be achieved. Problems have arisen when design, management, monitoring
and/or evaluation of a process project (or components) have used formats and criteria
more suitable for blueprint projects, and vice versa.

Therole and function of external advisors and consultants has not always been well
defined or understood by the concerned parties, or has been understood differently by the
respective sides, leading to conflicts and delays. |Isthe consultant’sroleto bea
facilitator, ateacher, a hands-on doer, a partner, or true advisor or something else? And
which role is most suitable for what task and for what stage of a project? There are no
general answers to these questions; the point is that awareness of the variable and
different roles and a common understanding of what roles are expected in different
contexts would probably make consultant inputs, whether international or domestic, more
effective.

The pros and cons of setting up PMUs or other non-permanent management mechanisms
outside the normal line organization, have been a subject of debate for quite some time,
with the current thinking - it seems - being rather negative towardsthe PMU model as
such, seen as areason for lack of internalization by the recipient organization and thus
leading to relative failure. This may have been true in some cases, but probably not
generaly. In any case, a project or program of any consequence needs some kind of
management or coordination mechanism and structure, whether placed within or besides
existing line or staff units. A more plausible hypothesis is that some PMUs have not just
managed or coordinated other actors, but have been too much involved in directly
implementing certain activities or components, resulting in lack of ownership and
commitment by the intended target groups or units and hence ultimately failure.

The following matrix summarizes lessons and observations from current and past PAR
projects and programs, focusing on three main areas of learning from experience of donor
support to PAR: (1) attitudes and expectations on donor support; (2) contributions of
donor support, and (3) aid modalities:

Area Strengths W eaknesses

Attitudesto | The strong ownership Recipients have too often had

and demonstrated by the agencies expectations that donor support
expectations | benefiting from support has would provide ready solutions

on donor undoubtedly adjusted donor instead of realizing that external
support ambitionsto alevel which has support only can facilitate the search

allowed the recipient agenciesto | for solution. In too many cases donor
cope with regular adminigtrative | provided TA has been locked out

work aongside involving from participating in problem
themselves in developing solving.

activities. The strong ownership

has enabled the recipientsto Institutionalization of mentalities and
control their own learning. ways of doing things of the old
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Area

Strengths

W eaknesses

Donor supported activities have
to alow degree been allowed to
drift away to live their own life.

system has blocked openness in
taking in new ideas and reduced the
pace of reform otherwise being
possible.

Donor support funds have sometimes
by recipients been looked upon asa
free resource which do not require
the same level of prudence and
scrutiny of their use as own budget
resources.

The non-existing link between use of
own budgets and donor funds creates
arisk of non-sustainability of donor
supported reforms and activities.

Contributions
of donor
support

TA, including the numerous
study visits abroad financed by
donors, has been useful in
providing exposure to new ideas
and approaches, methods and
techniques in public
management.

Donor support has facilitated the
transfer of international
experiences in public
management into Vietnamese
solutions (e.g. the role of the
state in a market economy, client
orientation etc)

Donor support has helped in
training and educating a large
number of public servantsin
modern economic and public
management.

Capacity to manage the reform
process has increased markedly
asaresult of professionals with
new knowledge and skills having
entered the labour market, partly
asaresult of donor support to

training and education and partly

Donor support to PAR has largely
been scattered into a number of
individual projects without being
governed by an overall strategy.

This pattern largely remains the same
even after adopting the PAR Master
Programme.

Government and government
agencies have not drawn maximum
benefit from citizens educated abroad
or even public servants who have
been sent for education abroad
through government scholarships or
aid funded scholarships. Staff
policies in terms of recruitment,
deployment and promotion have
continued to be based on old
methodologies and attitudes
preventing staff with modern
knowledge and skills to redlize their
potential.
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Area Strengths Weaknesses

as aresult of the opening up and

development of alocal market

for consulting services.
Aid The project support model The project model has not facilitated
modalities almost exclusively used has been | co-ordination and strategic overview

useful in providing awide range
of new knowledge to recipient
agencies from which they have
been able to pick ideas of their
own choice. This approach was
especially useful inthe early
orientation phase of reform.

The adoption of the PAR MP has
created prerequisites for new
models of aid through pooling of
donor resources

of the use of aid resources.

The compartmentalized
organisational structure of the public
service has prevented co-operation
and learning from each other.

The unclear definition of PAR has
created artificial barriers between
different reform areas making it more
difficult to use other support
modalities than project support.

Strategic management of aid
resources has largely been missing
leading to many un-coordinated
overlapping projectsthat has
encouraged competition between
donors.

The Government and recipient
agencies have not been ableto
provide donors with the strategic
information required to facilitate a
constructive dialogue on direction
and priorities of support.

Dialogue between Government and
donors has largely been formalistic
often leaving the donors frustrated
and forcing them to choose their own
path.

The planning and approval process of
support to PAR has often dragged out
in time due to the complicated
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Area

Strengths

W eaknesses

procedures adopted by Government.

The strong ownership exercised by
the recipients in combination with
very often low project management
capability has made aid less effective.

The stereotyped organization of most
projects has very often created a
barrier between the project and its
beneficiary departments.

Opportunities

Threats

The foundation for strategic
overview and management of the
PAR was laid through the PAR
MP. By updating and revising
the PAR MP for the period 2006-
2010 the prerequisites exist for a
strategic framework for PAR
support during this period.

Aid effectiveness can been
greatly enhanced if government
- improvesthe recipients
capability to manage
projects
- utilize the possibilities to
pool donor funds
- actsagainst
compartmentalized
structures creating
competition between
related agencies and
instead facilitates co-
operation for overall
benefits

Reform quality can been
enhanced if staff with modern
knowledge and skills are giving
better opportunities for

recruitment and promotion

The large flows of aid for capacity
building create new requirements for
recurrent funding of agencies. Unless
aid flows are coordinated with
government recurrent and capital
budgets the capacities created by aid
may be unsustainable.

Unless competition for power and aid
resources between related agencies
can be held back the proliferation of
uncoordinated PAR projects will
continue and reduce aid
effectiveness.

Unlessthe attitudes towards TA
personnel is changed to involve them
more in problem solving, their
contribution will be greatly reduced
now when the orientation phase in
PAR isover.

Donorswill continue to create their
own agendas for reform unless the
quality of the dialogue between
government and donors improve
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5.3 Lessons from donor support to anti-corruption

Donor support to the ‘ sensitive’ core areas of anti-corruption have so far been limited to
Sida supporting the diagnostic study of corruption in Vietnam conducted by the Party
Central Committee of Internal Affairs. The main additional lesson would be that full
respect for client ownership, and a balanced acceptance of certain confidentiality
conditions and limits on information and participation access are necessary for successful
cooperation, and that the preparaory dialogue is more crucial and more time-consuming.

There has been other support in ‘non-sensitive’ contexts, e.g. with the GlI, by several
other donors including ADB, Danida, UNDP and USAID, and the general lessons from
other PAR projects above are valid for these as well.

5.4 Sharing good practice

With 64 provinces, some 600 districts and 11 000 communes, the utility of sharing good
practices, of “not reinventing the wheel”, is clear. However, the sheer numbers and
diversity highlight the need for arange of cost-effective modes for sharing.

Strengths and weaknesses of various modes for sharing good practices are summarized in
the following table.

Area Strengths Weaknesses
Pilot Low risk and small sizelead to | Takes long time
small damage if being a failure
Can be used as away to avoid
A way to find out sensitivity difficult decisions

for local circumstances
More resources are provided than

Test of dternative will be the case later because of the
solutions/ways of doing things | wish to succeed.
facilitated

Particularly well suited for
reforms that can not be highly
specified asto content, methods
of implementation and follow

up

A way to find out what type of
new knowledge and skills that

arerequired
Replication Utilize what others have done | Costly if not relevant and suited to
own situation
Learning from | Introduces new ideas and Learning is more effective if based

Page 78 of 134




Governance Assessment with focus on PAR and Anti-Corruption

others perspectives on own experience
Study visits Quick and easy to organize Expensive
Networking Effective informal and direct Difficult to document and synthesize
dissemination and peer review | at national level
among concerned stakeholders
(provinces, districts, communes
in particular)
Peer Effective way of transferring Usually requires some facilitation to
consultants practical hands-on experience | start off
between peer counterpart
practitioners
Manuals, Easily disseminated ‘self-help’ | Requires extensive initial work;
handbooks, tools, with lasting value updating and user feedback difficult
toolkits to sustain
Website Very cost-effective Webmastering and content updating
resource needs continuous work and an
center® ingtitutional * home’

What are then the good practices that could be shared? In broad terms, all “best”
instances of reforms where large-scale piloting, replication and nation-wide
implementation has been decided, for example OSS, block grants, GRD, budgeting,
socio-economic planning, CPRGS roll-out, at local levels, and potentially just about any
other scheme or mechanism nationally mandated in a decree or policy. A second category
comprises other more general tools or support systems, such asIT applications, training
courses on specific topics, methods for job descriptions and staff structure, public
feedback mechanisms, performance monitoring and so forth. A third category comprises
good practice in how to deal with specific tasks under overarching policies, for example,
‘how to decentralize task xx to district or to commune’.

5.5 PARreview and planning and for the period 2006-2010

The government review process of PAR 2001-2005 has started, and the PAR SC has
specified points for review and issued guidelines. The SC has selected 2 ministries and 4
provinces for pilot review.?? Ministries and provinces have been submitting their
respective review reports and draft plans for 2006-2010 to the PAR secretariat during the
first half of 2005, but as of end 2005 more than 20 provinces and ministries had still not
submitted review reports of the first phase. At the same time the Secretariat developed
their own review and draft plan based on the pilots and the submitted reports, and
conducted seminars and field visits. It is expected that a nation-wide review report will be

8 The UNDP Project at MOHA has proposed an internet-based information and support system on PAR
shared practices (see Blunt, Mel and Klaus Kirchmann, The PSF and shared practices/PAR shared
practices system)

% MOF, MARD, Ha Noi, HCM City, Ben Treand Vinh Phuc
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submitted to the PM sometime between October and December 2005%. Work on
developing a new training and retraining plan for 2006-2010 to succeed Decision 74 is
also ongoing.

Work on developing a new training and retraining plan for 2006-2010 to succeed
Decision 74 is also ongoing. Current ideas are inter aliato concentrate on commune-level
officials and administrative civil servants, while responsibility for professional training
will be given to respective sector ministries, and language and IT training will be
managed by MOET; to comprehensively review and rationalize courses for
administrative and grassroots official based on pyramid model (i.e. no repetition or
duplication); to generally apply a TNA based curriculum and course development
methodology as experimented with during the first period; and to mandate use of
interactive teaching methods.

The socio-economic plan for 2006-2010 will be finally adopted in the first half of 2006.
But judging from the preliminary documents®, the main thrusts of the PAR MP are
reaffirmed, even to the point of regarding “administrative reforms as the pivotal element
that decides the success of the doi moi cause during 2006-2010. But at time of writing,
the draft detailed contents were not available.

Anti-corruption

The responsibility for developing anti-corruption programs was given to the Government
Inspectorate in 2004. 1n response, the Gl has inter alia elaborated a draft programme to
strengthen the comprehensive capacity of the inspectorate system up to 2010, for
implementation from 2006 with donor support®. This includes prevention and fight
against corruption, with numerous measures to enable the implementation of the new law
on anti-corruption, and to generally make the inspection system as a whole more effective
in anti-corruption as well. This programme also includes support for designing a national
strategy on prevention of and fight against corruption.

% A third draft is dated October 2005.
8 | mplementation of socio-economic objectives during the period 2001-2005 and pre-requisites for the new
period 2006-2010, Government report for the 2004-CG meeting, Dec 2004.

8 Government Inspectorate, Programme document — Strengthening comprehensive capacity of the
inspectorate system up to 2010, Draft 1 (May 22, 2005)
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6 Assessment of PAR 2001-2005 by objectives and focus areas
6.1 Overall

By and large, the outputs set in the PAR Action Programmes for 2005 have been
produced (or will be by the end of the year), with some exceptions. This is a noteworthy
achievement, considering that the Master Programme was only approved in September
2001, and most of the 7 action programmes in mid-2003 only.

Although studies, design, drafting and piloting have been going on during the whole 5
year period, most reforms and initiatives have only at best been operational to significant
extent ‘inthe field’ for 1-2 years. It istherefore to be expected that the outcomes (results)
are less evident at this point in time. Nevertheless, there are a not inconsiderable number
of significant and visible successful outcomes, for example in the areas of business
environment reform/business registration, OSS and block grants.

Asreforms and actions are still “young’ and nation-wide implementation still on-going,
the overall impacts on the efficiency of public administration and quality of public
services are of course gill very limited. But it is fair to say that the general impressionis
that there have been incremental improvementsin virtually all aspects of public
administration and public services, and no — or very few — negative developments.
However, there have not been any dramatic “ breakthroughs’ and many well-known
problems of bureaucracy and red tape are still very much in evidence, which may
contribute to the feeling that PAR so far has not “delivered”’ on its promises. To some
extent these are the classic perceptions of the half-empty or half-full glass.

Achievements so far are not fully implemented and sustainably institutionalized. The
necessary consolidation will need to be an important and critical part of PAR during the
coming period.

However, the success in ingtitutionalization depends on durably and decisively changing
the attitudes, mindsets, skills and competence mix of the contingent of cadres and civil
servants. Unless the reform of the training system and of the training dispensed is
radically accelerated, it will not be possible to reach a sufficiently large proportion of the
civil servants by 2010 to ensure an impact.

6.2 Institutional reform

There have been steady and sustained improvements of quality and throughput in
legislative capacity and elaboration of legal normative documents, and clearer authority
on who can issue what kind of LND. Many laws start to approach international standards
and quality. Therule by law and is gaining ground, and the scope for arbitrary and ad hoc
decisions by officials is becoming more circumscribed.
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But research capacity before drafting is still weak, and should be more separated from
actua legal drafting. Generally speaking, the cost and impact of LNDs are not well
investigated beforehand; and the legislated reforms are often under-funded. The
necessary subsidiary enabling decrees and regulations often only come a very long time
afterwards (1-2 years). Implementation and coherence would gain by the processes
running more in parallel, and the need for frequent and early revisions would lessen.

The recent creation of awell-staffed Law Committee under OOG is an interesting
development that in part addresses the above weaknesses®, and would benefit from
external support.

LNDs still lack specificity, and there is a need for practical handbooks, ”how-to” manuals
and support (local consultants, TA etc) for implementation. Monitoring and review of
outcome need to become more evidence-based, and (local) TA more professional and
expert in these skills.

There has also been steady and incremental progress in improving administrative
proceduresin most areas, but few decisive breakthroughs (apart from business
registration/enterprise law, and even this needs constant vigilance and pressure to sustain
and continue progress).

OSS isaquite successful and proven model, roll-out and replication is underway, but
quality and other problems remain (technical aswell as capacity building), and sustained
support needed for many years, especially for the commune level roll-out.

Specific objectives.

1. Strengthening administrative legal institutions, enhancing accountability and
reforming the processes for developing and issuing normative legal documents

2. Reforming administrative procedures so that they are transparent, smple and
convenient for people

Strengths Weaknesses
The new institutions developed are more in | Emphasis has been on producing new
line with the demands of the market ingtitutions while quality is still not
economy. adequate.

The legal framework with regard to sate The process of preparing institutions suffers

management of the economy has been from insufficient research and low levels of
clarified and improved. participation of stakeholders and citizens.
The capacity to prepare new laws and Planning of law and ordinance development

8 Decision 200/2004/QD-TTg December 3, 2004
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regulations has been enhanced as evidenced
by the large numbers having been
promulgated during the period.

The capacity and quality of the law making
process at the National Assembly is steadily
increasing with more permanent members,
prolonged sessions and an ambition to
decrease member turnover.

Awareness of rule of law has been
enhanced among public officials and
citizens.

Initial efforts in the direction of improving
state-citizen relationships

The amended (2002) law on promulgation
of legal documents has brought more clarity
on who is allowed to issue legal normative
documents, of what scope and legal status.

Reforms of adminigtrative proceduresin
particular regarding business registration
and the roll out of OSS have greatly
improved efficiency.

According to the implementation review by
MOHA, as of late 2005, virtually all
provinces were implementing OSS, and 95
% of mandatory departments (planning &
investment, natural resources &
environment [i.e. land management],
construction, labor & social affairs) and
48% of the other optional departments had
OSS set up in one form or the other.

still lacks a realistic approach, in the sense
that the required context is not taken
account of, i.e. preconditions, requirements
and capacities for implementation, and
analysis of effects.

The drafting committee mechanism tends to
overemphasize sectoral interest and
underutilize outside expertise and active
consultations with stakeholders, leading to
quality problems and lack of balance.

The National Assembly and its Standing
Committee do not yet have the capacity to
prepare laws and ordinances in sufficient
detail leaving much discretion to
Government in preparing steering
implementation regulations.

Laws and ordinances normally require a
panoply of implementing decrees, decisions
and circulars before they can become
effective, and this process can take 1-2
years. Thisisall the more critical asthe
lawstend to be general and orientational
and the decrees thus in some ways become
de facto supplementsto the law, rather than
just interpretation.

Asarule, the cost of implementation is not
systematically taken into account and rarely
isextrafinancial and other resources
allocated for implementation.

Too many legal documents issued by local
governments, which leads to fragmentation
of administrative power of central
government over local governments in
policy implementation

Comparatively speaking, institutions related
to the development of civil society and
rights and freedom of citizens have not

been addressed.

A considerable proportion of localities and
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units that report implementation of OSS are
in fact only partially operational.

Opportunities Threats

The foundation islaid to move from The inertia of the Party and Government
traditional governance practices (rule by machinery remains strong as well asthe
virtue, nhan tri) to asystem whereruleof |legacy of the old system.

law, phap tri, reigns
Perception of the role of the state in a
The joining of AFTA and WTO poses a market economy and state intervention

positive challenge for ingtitutional based on sectoral and vested interests
development.

Devalued quality of public services and low
There are great opportunities to take ethics of public servants
advantage of international cooperation in
developing ingtitutions of international The political priorities shift to other areas.

standards and capacity for institutional
development; and in further improving law
making

6.3 Reform of organizational structures of public administration

Restructuring is continuing, although at varying speed over time, and represents an
incremental positive trend towards fewer entities reporting to Government and the PM,
but there are still arguably too many (should for example all provinces report directly and
individually to the PM and the Government?). A similar trend can also be seen asregards
clarification of roles, functions, tasks of ministries, central agencies and People’'s
Committees at various levels.

But the weakness is that organizational restructuring is often not based on systematic
tools, such as functional analysis, and not combined with rightsizing (instead of
"downsizing"). Furthermore, the rightsizing undertaken has mostly not been based on
systematic work and job analysis (which lead to job descriptions, which in turn give staff
structure, and the foundation for staffing, training and baseline for block grants). Job
descriptions are not generally used, but pilots have shown thisto be feasible and useful.

Decentralization is akey part of PAR, and isan ongoing trend in almost all areas, usually
incrementally, and with some resistance from central or higher levels. Certainly, the
potential for significantly more autonomy at lower levelsisthere, but so far actual
autonomy seems still below the potential. The effects so far of decentralization seem
positive, but over time, there are risks that poorer and weaker areas will be left behind, as
they can less reap the benefits. However, decentralisation is still early in the process, so
"teething problems’ areto be expected. Financial, managerial/administrative, and
political (authority, decisions) autonomy are not well synchronized. But recent legislation
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does improve clarity of who doeswhat a various levels, although the decentralization
from province to district and commune has so far been less addressed. Ministries are now
in the process of clearly defining which tasks are to be decentralized to what level, or
delegated to other non-state actors.

Thereisalso arisk of decentralization going faster than lower levels can absorb, and that
resources, capacity building do not accompany. There seemsto be no discussion of the
optimal size of (territorial) units to which one decentralizes. Are they big enough to have
the resources etc to manage, and is fragmentation cost-inefficient, and can the resulting
small facilities attain the desired quality levels?

Socialization has so far been a bit on the "backburner", but has now been given much
greater prominence for the next period, with public-private partnerships, privatization and
other mechanisms to be used more widely. Socialization is the next step for Decree 10, to
increase not only financial but also managerial autonomy. It will also clarify the
distribution of roles between what state, socio-political organizations/NGOs and
citizeng/private sector can and should do.

The idea of more result orientation in public administration and public service delivery
(grouping such concepts as performance management, 1SO 9000, citizen’s report cards,
MTEF, service standards, outcome and impact monitoring etc) is increasingly gaining
ground, and various pilots have been conducted or are ongoing. These developments are
being conducted in a rather dispersed and ad hoc manner, as isto be expected in the early
stages. But thetime is probably ripe now to take a more holistic approach and support
thistrend as such, and not just in specific areas. Thiswill also require a significant
change in attitudes and management culture, which will need longer term capacity
building and familiarization efforts.

Modernization of government and administration working methods can perhaps be
characterized as fine-tuning and adjusting to current practice and revised organization
laws and decrees.

Although IT centers have been established in ailmost al Government organizations and
quite alot of IT development and IT procurement has been taking place, overall results of
state administrative management computerization are much less than hoped for and/or
delayed. In particular, the importance of BPR (business process reengineering) and
common standards for applications in addition to appropriate IT technical and
procurement standards have perhaps not given sufficient emphasis as fundamental
prerequisites. Fragmentation and quality are issues of concern, partly dueto the dispersed
nature of IT development more or less independently conducted by ministries and
provinces with limited coordination and cooperation. E-government has been established
asavision and goal for the coming period, but work so far has still mainly been on the
conceptual and preparedness aspects.

Specific objectives.
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3. Define role and responsibilities of administration in relation to tasks to be performed

by the state and by non-state organizations

4. Restructuring of state machinery to focus on macro-management and regulatory roles

5. Decentralization to and reorganization of local government, including defining urban

and rural administrations

9. Adminidtrative systems substantially modernized

Strengths

W eaknesses

The number of ministries and agencies
under direct control of Government has
been streamlined and the oversight and
macro-management functions of ministries
have improved.

Revised or new decrees on functions, tasks,
powers and organization structure of
ministries, agencies and People’s
Committees have been developed

Internal structures of ministries and central
agencies have been reformed step-by-step
based on the principle of separating state
management functions and service delivery
functions. There are now only 3 categories
of internal units: advisory units which assist
the ministry in performing the state
management function, line units which
perform state management over specific
areas; and public service delivery agencies
or non-business units attached to a ministry
(institutes, training schools etc.).

Fiscal, administrative and political
decentralization has been pursued in order
to establish clear, coherent and non-
overlapping definition of authority and
tasks of each level of government in order
to overcome bureaucratic barriers and
promote more effective implementation of
policies and service delivery.

Operational decentralization to local
government of several functions has been
gradually carried out, e.g. in staffing and

Despite the achievements in reorganizing
ministries and agencies, there are still
unclear mandates and overlapping roles and
functions in state management. Confusion
and ambiguity remain between policy
making agencies and agencies in charge of
policy implementation.

The number of agencies reporting directly
to Government is still quite high and asa
result the burden on the OOG and the Prime
Minister remains high, with too many non-
strategic decisions still going up to the
Prime Minister.

There still seemsto remain an tendency for
increase in the number of Government
agencies, organizations and units.

Policy and programme coordination is week
across ministries, departments and agencies
at central aswell asat local levels.

The process of administrative
decentralization has not been unified, and
sector ministries have in practice retained
considerable discretion in deciding how
much power to actually relinquish.

Decentralization during the period has
mainly concerned decentralization from the
center to the provinces. The
decentralization from provinces to districts
and communes has been less analyzed and
implemented.
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budgeting.

Perhaps the most important result of the
downsizing exercise is the recognition that
the staff numbers should be based on
systematic analysis of functions, tasks and
volume of work, rather than on ad hoc
negotiations or automatic mechanisms.

Adminigtrative computerization, 1T and E-
government recognized as key strategic
areas for improving public administration
efficiency and service, and some significant
implementations realized in various sectors.

The possibilities and mechanisms for
horizontal collaboration between localities
(e.g. in sharing expensive establishments
between several localities) in the context of
decentralization have not been explored

Work on socialization of services have been
rather limited within the PAR framework as
reflected in the recent Government
Resolution on stepping up socialization of
educational, healthcare, cultural, physical
training and sport activities.

Staff downsizing in administrative
management in state management and
public service delivery agencies have failed
to meet the target of 70 000 staff by 2002.
By end 2005 it is expected that the outcome
will only be about 25 000.

The full potential of administrative
computerization not yet redized;
fragmentation and quality still problematic.

Opportunities

Threats

There is an opportunity to continue to
search for amore suitable of Government
structure based on the proper definition of
the state in a market economy, separation of
the state management function from the
business/production function and
establishing general and multi-sector
ministries.

It istimeto revisit the issue of
administrative levels of government in view
of the gradual strengthening of the role of
the communes and the on-going delegation
to the provinces.

Reorganization and decentralization as part
of PAR are being conducted in many
countries; there are many opportunitiesto
learn from experiences elsewhere

The inertia of government in responding to
new demands from business and society
may hinder timely reforms of structure and
functions of government.

The strong tendency of
compartmentalization of ministries,
departments and agencies bloc potential
efficiency improvements emerging from
better coordination and collaboration.

Too much political and consideration in
creation of new public agencies.

Further expansion of government
machinery and/or creation of additional
territorial units, leading to more recruitment
of staff and higher administrative
expenditure
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6.4 Renovation of the civil service

There has been an extensive development of the regulatory framework during the period
based on the 1998 Ordinance on Public Employees, which is now quite “modern” in
comparison. New recruits have higher qualifications than before. Also, regulatory
separation between administrative and public service agencies is enabled, athough in
practice regimes have not yet diverged so much. Commune level officials are now also
integrated as civil servants. Decentralization of personnel management has started, but is
still “in the process’. There have been some improvements in incentives, promotion
prospects and reward for performance, but they are still arguably insufficient to recruit;
retain and reward high-quality performers and to generally promote performance.

The salary system is evolving and improving, and levels may approach market rates for
some categories, although probably not for higher ranking specialists and in the most
economically developed regions. The financial schemes to reward merit and promote
performance are still insufficient. Reforms are not coupled with measures to reduce
unofficial salary supplements. There are great disparities in official salary/bonus
supplements between Decree 10, Decision 192 units and non-block grant units, and
between advantaged and disadvantaged regions. There is no systematic or reliable
follow-up of resulting salaries, and the effects and impacts thereof (nor of total income
for that matter).

There have been significant efforts and results in upgrading the contingent of civil
servants to stipulated level of formal qualifications. The “legacy” has disappeared or will
soon disappear, although thereis still some way to go concerning commune level
officials. But the training, although partly revised, is still old style; formal and theoretical,
and weakly related to practical work requirements.

A lot of experimentation and small-scale piloting of skills-oriented, work-related short-
term training based on interactive modern training methods have been conducted during
the last 5-7 years; but only now are significant larger scale pilotsto start (in the coming
months) that will lead to roll-out. Even if the training reform process is speeded up from
the slow pace during the current period; only a limited fraction of the target groups will
be reached during the coming period, and very little impact will result before the end of
PAR MP in 2010. Reform of the training system and training institutions has been limited
so far. Other models and channels for public servant training may need to be explored to
achieve significant impact by 2010 and for the future.

Specific objectives.

6. By 2010, the contingent of cadres and civil servants will be of reasonable size,
professional and capable of discharging their public duties

7. By 2005, the salaries of cadres and civil servants will be adequate to maintain their
life and the life of their families
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Strengths

W eaknesses

Following the upgrading of GCOP to
MOHA in 2001, the organization and
personnel departments and divisions of
provinces and districts have been
strengthened, and improved civil service
management tools developed.

A clear digtinction has been made between
administrative civil servants and civil
servants in public service delivery
organizations, implying also greater
autonomy for the employers of the latter
category to recruit and remunerate their
employees.

Through an amendment of the Ordinance
on public servants certain the key
professional staff at commune level have
become civil servants with accompanying
salary and other benefits.

The training and retraining system has been
improved in terms of capacity to provide
training and in continuous renewal of
curricula and training methodology

Initial steps have been taken in enhancing
ethics and discipline of the civil service
through issuance of legislation concerning
thrift and anti-corruption.

Despite considerable effortsin revising the
current system of job positions (grades and
seniority steps) the system remainsand is
considered complex and cumbersome.

Job descriptions are not yet widely used for
specific positions. Thus no rational base
exists to determine duties and
responsibilities of individual civil servants.

I mplementation of the decided
decentralization policy regarding staffing
and personnel management has been slow.

Limited use of national database on civil
service and the personnel management
information system (PMI1YS)

The specific objective for salary reform has
probably not been met in spite of
substantial minimum salary increases and
adjustments of salary coefficients.
However, civil servants as a whole do no
longer seem to be consistently underpaid.

For adminigtrative civil servants the salary
reform made does not necessarily provide
incentives to make a civil service career
attractive enough to recruit and retain high
guality new recruits or be enough to
decisively be able to reduce non-transparent
supplements.

The inability of many civil servantsto use
IT and to master foreign languages has
limited their exposure to new management
methods and techniques.

Reform and renovation of civil service
training and retraining is slow.

Opportunities

Threats

Provided the right incentives, in terms of
salary, career opportunities and leadership,
are put in place, the civil service has areal
opportunity to improve itself and become

A big threat to improvements is a continued
and strong impact on behavior by non-
motivated and non-qualified staff unable to
break with the old style.
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more productive.
Linked to this, isthe inability to change
The civil service can become an efficient attitude to the role of civil servants from
partner and facilitator of the business sector | “ruler” to “servant”.

in the national development process
With growing importance of the business
There is ample room to learn new HRM sector, there is a high probability that

methodologies and leadership methods capable staff move from the civil serviceto

through international cooperation. other sectors providing better employment
conditions, or never consider joining the

Training has the potential to achieve civil serviceinthefirst place.

breakthroughs in change of mindset and

skills levels of the civil service. The existing training system will not

manage to deliver adequate training in
terms of quality and quantity to enable
achievement of PAR 2010 goals

6.5 Public finance reform

There has been a steady trend towards more efficient and effective systems for budgeting;
expenditure control and financial supervision. There have also been continuing moves
towards more financial decentralization and delegation, although the actual use of the
possibilities are sometimes constrained by lagging manageria and administrative
decentralization and capacity gaps. However, these trends mainly concern expenditure,
not revenues which are till very centralized. Lately, there has been increasing interest
and efforts towards result orientation (M TEF pilots), but this development is still at an
early stage. These developments will continue to play out over several more years, and
will need continued support.

Block grants for administrative units (Decision 192) and Decree 10 (for revenue earning
public service agencies) have shown clear positive effects, but many operational
problems remain. Support is not so strong. Roll-out is continuing, and isin early stages
especially for administrative units at commune level. The process will continue for
several more years.

Specific objectives:

8. By 2005, the financial mechanism will have been reformed to be suitable for
administrative agencies and public service delivery agencies

Strengths Weaknesses

Initial steps have been takento developa | Renovation of public financial management
method for output budgeting by developing | has not matched administrative reformsin
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and testing Medium Term Expenditure
Framework (MTEF) in four sectors
(education, health, agriculture and rural
development and transport) and four
provinces.

More powers have been given to People’s
Councils, particularly at provincia level, to
decide their own budgets.

More autonomy has been given to public
service delivery organizations in managing
revenue and expenditure (Decree 10).

More autonomy has also been given to
administrative agencies through the so-
called block grant system. Reviews made of
the system shows that the effects have been
on the whole positive. There is no evidence
so far that performance or service quality
has declined.

Increased transparency

The financial inspection function has been
streamlined to a certain extent by
introducing distance inspection techniques,
shift approach from ex post control to
prevention, and more emphasis on advising
about improvements.

Decision taken to make the State Audit
Office an agency under the National
Assembly in line with international
practice.

other components.

Piloting the MTEF has only started in the
education sector and the potential benefits
of better aligning recurrent and capital
budgets, where the responsibility for the
recurrent budget lies with the MoF and the
responsibility for the capital budget lies
with MPI, will take long time to redlize.

Budgets are ill made on input based cost
norms with questionable relevance to
outputs and outcomes and also creating a
mismatch between real financial operations
and budget estimates.

Although some work has started, there has
not been much implemented yet in terms of
establishing a new and effective system of
public accounting in line with international
standards

The external audit function is still rather
weak in terms of capacity to audit all
agencies. Auditing is limited to financial
audit and performance audit remainsto be
introduced.

Roll-out of the block grant system has been
deliberately slow, and in asense it has
remained as a pilot, with rather prudent
criteriafor permission to apply the system.

In many poor and remote areas the system
may not provide any benefits as there are
few possibilities of making savings by
applying the block grant system. There are
often no practical guides on how to design
staff quotas, conduct budget analysisin
order to estimate block grant norms, or
design internal controls. Coordination
between finance and home affairs tends to
be weak. Thus, there is alack of a standard
block grant model and practical guidance
that can be used as a starting point for units
in designing their own implementation.
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Opportunities Threats

Further decentralization of budget Thereisrisk that lower levels of the system

management may lead to better outcomes | lack capacity to manage their finances if

of public services. greater autonomy is granted.

Closer linking of recurrent and capital Although reviews of the block grant system

(planning) budgets may lead to more have been positive there is an active risk of

effective use of public funds. declining performance; and service quality
and performance monitoring mechanism

Vietnam can benefit much from are generally lacking or inadequate.

international standards and practicesin
developing its public financial management | The inherent problems of coordination
system. between agencies may hinder the necessary
integration of recurrent and capital budgets,
resulting in inefficiencies and inadequate
maintenance of public assets.

6.6 Anti-corruption

High-level political commitment to fighting corruption is regularly confirmed, awareness
and recognition of the problems and issues are widespread. Media publicity and coverage
isregular and extensive. Specialized research on corruption has been initiated. A specific
legal and ingtitutional framework has been in put in place, and a comprehensive program
for its further improvement and addressing the weaknesses identified has also been
elaborated. Some successes have been registered, but the overall detection, reporting and
sanctioning rate remains very low. Although the legal and institutional framework has
recognized weaknesses, it would still apriori seem to have had the potential to deal with
much more of the corruption than has actually been the case. In addition to the many
specific factorslisted in the table below, there is also the phenomenon of lagging and
uneven implementation of laws and legal normative documents in general.

Although the recent diagnostic survey gives some indications, for want of futher detailed
research, it isdifficult to say with a degree of certainty what the main reasons are
Capacity per se of the detecting and investigating bodies does not seem to have been a
main limiting factor so far. But it would seem that a combination of factors— insufficient
societal mobilization, collective nature of much corruption, low risk of being caught and
sanctioned, uneven internal commitment and follow-through at intermediate and lower
levels - has made it difficult to achieve a“critical mass' to overcome what one could call
theinitial ‘ credibility threshold’. If the public and officials in general and potential
perpetratorsin particular are tangibly convinced that a significant proportion of

Page 92 of 134




Governance Assessment with focus on PAR and Anti-Corruption

corruption acts are discovered and effectively dealt with, a virtuous circle of mutually
reinforcing actions against corruption could be induced; if not, achieving good results is

much more difficult.

Strengths

W eaknesses

Strong and repeated expression of political
will to tackle corruption expressed at
highest leadership levelsin Party and
Government

Recognition that corruption is a serious and
widespread problem that unchecked could
jeopardize socio-economic development
goals

General awareness of corruption and its
negative effects high

Extensive and sustained media publicity on
corruption issues and corruption cases

Several high-profile corruption cases have
demonstrated that high-ranking and senior
officials found to be corrupt are not spared.

Institutions and agencies involved in anti-
corruption have step-by-step been
strengthened as part of administrative and
legal and judicial sector reforms

UN Convention Against Corruption signed,;
ADB-OECD Anti-Corruption Initiative for
Asia endorsed, and actions to comply with

them initiated.

Specific anti-corruption legislation
developed; a new law improving
substantially on previous LNDs was
adoptedat the end of 2005.

Strengthened emphasis on corruption
prevention in new draft law

The systems approach to tackling

Legal and ingtitutional framework
fragmented, with loopholes, unclear
coordination and assignment of
responsibilities.

Emphasis in anti-corruption has mainly
been the individual perpetrator and on
punitive measures; consideration of system
factors and prevention have not been given
enough attention.

Mechanisms for mobilizing entire political
system and general public for fighting
corruption weak or ineffective

Full potential of media in uncovering
corruption not fully realized

Integration of anti-corruption with PAR
incomplete and weak

PAR reforms still insufficient or not yet
fully implemented to radically reduce the
opportunities and causes of corruption

GRD not yet fully and well implemented
nation-wide.

The ingpection system, the complaints
system and other channels, as well as other
external systems and units for uncovering
corruption still inadequate.

The collective nature of much corruption
and the prevailing consensus culture
reduces the effectiveness of internal
systems for tackling corruption.

Culture and attitudes of cadres and civil
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corruption is being recognized as a
complement to the focus on the individual
perpetrator

A comprehensive and more integrated
program to strengthen the inspectorate
system (including complaints,
denunciations and anti-corruption) to 2010
has been elaborated.

Recognition that success in anti-corruption
fight requires reforms and initiatives within
in both the state (PAR) and the political
sphere (Party apparatus).

PAR reforms have to some extent
decreased the opportunities for and causes
of corruption by inter alia increasing fiscal
and administrative transparency;
simplifying or abolishing complicated
administrative procedures; significantly
raising public sector salary levels; enhanced
responsibility and accountability of
managers and leaders

GRD has created a mechanism for more
effective control and transparency at
grassroots level.

Public procurement system has been
improved.

Strategy of focused anti-corruption
campaigns targeting specific sectors
increasingly used

Research into corruption and anti-
corruption initiated and continuing
(including first diagnostic survey of
corruption)

servants still inappropriate; de facto active
or passive tolerance and acceptance of
corruption still high; petty corruption often
regarded as ‘ standard practice’.

Sincerity and practical commitment of
some leaders and cadres to fighting
corruption low.

Even when the general commitment to
tackling corruption is strong and sincere,
there is sometimes hesitation or lack of
determination in fulfilling decisive action in
individual cases, especially less serious
Ones.

The‘grey zone' of quasi-legal or de facto
tolerated unofficial fees, commissions,
gifts, reciprocal favours etc, at
organizational aswell asindividual level,
still very wide and pervasive.

Detection of corruption low; reporting of
observed corruption low (a few percent);
sanctions not always commensurate with
severity of violation, i.e. thereal risk of
getting caught and dissuasively sanctioned
isvery small

Limited competition, conflicts of interest
and other market imperfections sustain
corruption opportunities in infrastructure
and construction procurement

High prevalence of cash payments and
informal transactions facilitates corruption
and hampers detection

Corporate governance still underdeveloped

Private sector corruption not yet adequately
addressed

Research and knowledge about corruption,
its mechanisms and efficacy of anti-
corruption measures still limited.
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Monitoring and evaluation weak.

Opportunities

Threats

Decisive and forceful action could still
contain and reduce corruption to tolerable
and manageable levels, without need for
dragtic or disruptive measures

Reduced incidence and lower tolerance of
corruption will benefit the poor, as
corruption disproportionately burdens the
poor.

Strong and effective anti-corruption
measures can reinforce PAR/GRD and
vice-versain avirtuous circle

Strong and effective anti-corruption
measures will act as tangible signalsto
domestic and foreign private sector
investors that the positive business
environment reforms are sustainable and
effective

Anti-corruption is a policy and operational
issue in just about every country inthe
world, and the object of much theoretical
and practical research. There are many
opportunities to learn from experiences
elsewhere, from successes as well as from
failures

Corruption grows to the point where
economic growth, investment and
development are seriously affected

Corruption as such, aswell as persisting
ineffectiveness of anti-corruption measures,
undermine overall trust in government and
political system

Corruption and organized crime (narcotics,
smuggling, gambling etc) start to reinforce
each other in aviciouscircle.

Corruption erodes social stability

Without success in anti-corruption, the
2010 goal of “ademocratic, clean, strong,
professional, modern, effective and
efficient public administration
system...ruled by law” is not achievable.
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7 Recommendations

7.1 Draft Action Plan for PAR 2006-2010

Work on reviewing PAR achievements during the last five years and developing PAR
plans for the period 2006-2010 is currently under way as directed by the PAR Steering
Committee and MOHA, and involving a number of other stakeholders.

The general objectives for the second period are broadly the same as for the first period,
asthe overall goal of the MP to 2010 is still fully relevant and valid; the differences
would mainly be in the actions and measures to achieve these. A draft action plan for the
second phase has been developed by MOHA®'. The proposed content continue to be
grouped undee the focus areas:

Institutional reform

Reform of the organizational structure of the public administration

Renovation and quality improvement of the contingent of public officials and civil
servants

Public finance reform

The concrete objectives in the PAR MP will continue to be realized with appropriate
revision:

Institutions, mechanisms and policies regarding the economy and organization
and operation of the administrative system will be perfected

The process of developing and issuing normative legal documents will continue to
be renovated, and democracy in thisregard will be promoted

By 2008, bureaucratic and cumbersome procedures for citizens and enterprises
will have been fundamentally abolished. New procedures will be open, public,
simple and convenient

Functions, tasks, mandates of administrative agencieswill be clearly defined.
Tasks and services that do not have be done by the state will be transferred to
other organizations

Organizational structure of the Government will be streamlined and rationalized
on the multi-sector principle. The Government performs its principal function of
managing the society on macro level by laws, policies, guidance and monitoring.
Government-affiliated agencies to perform state management functionswill not
be established.

State management function will be fundamentally distinguished and separated
from business operation and production and service delivery. Socialization/ social
participation will be stepped up.

8 Draft dated October 2005.
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By 2007, new stipulations on decentralization in state management between
central and local levels, among different levels of local Governments, will have
been developed and issued; functions, tasks, mandates and organizational
structure of urban and rural Governments will have been clearly defined.
Specialized agencies attached to People’'s Committees at provincial and district
level will have been streamlined in order to perform state management functions
in line with the revised Law on the Organization of People' s Councils and
People’ s Committees. Characteristics, organization structure, working regimes of
communal administrations will have been clearly defined.

By 2010, the contingent of public officials, the civil service will have had a right
size and appropriate structure. They will have been professionalized and
modernized. The majority of public officials and civil servants will have had good
ethical qualities and values and adequate competence to perform in the civil
service and to be dedicated to developing the country and serving the people.
Regimes of the civil service ingpectorate, regimes of individual responsibility and
new regimes of civil service will have been established.

By 2010, the salary policy will have been fundamentally reformed. Pay will have
become a motivating factor of the civil service and will have enabled public
officials, civil servantsto afford decent living for their families.

By 2007, financial mechanisms will have been renovated in conformity with
characteristics of administrative agencies and public service delivery units.

The public administration will be substantially modernized. Administrative
agencies will be provided with modern equipments in order to timely and
smoothly meet requirements of state management. The electronic information
system of the Government will be put into operation.

The specific activities will be carried out under 5 national sub-programmes:

1.
2.

3.

4.

5.

PAR leadership and guidance (lead PAR SC)

Roles, functions and organizational structure of agencies in the state
adminigtrative system (lead MOHA)

Quality improvement of the contingent of public officials and public servants
(leed MOHA)

Renovation of financial management mechanism for administrative and public
service delivery agencies (lead MOF)

Modernization of the administrative system (lead OOG)

Risks and success factors remain the same, although coordination and implementation
should be smoother, as all stakeholders have more experience in PAR and better
appreciation of what works and what does not, and how to manage projects and
programmes. Action plans are to be ready for submission to the Prime Minister by July

2006.

7.2 Suggestions for PAR 2006-2010
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The suggestions below are intended as ‘ food for thought’ flowing from the above SWOT
assessments, as a hopefully constructive contribution to this process.

Overall, one could group actions under four broad headings:

Consolidation of reforms

Firstly, the ultimate PAR goals are still the same for 2010, and although significant
progress has been made towards achieving them, there is still a considerable way |eft.
Many of the reforms or programmes have only recently, within the last two years or even
less, been effectively launched, and neither roll-out (replication) nor implementation are
yet consolidated: still partial in quantity (coverage nation-wide and at all relevant levels)
and quality (thoroughness and reality, as opposed to formality, of implementation;
compliance with benchmarked ‘good practice’).

Therefore, the bulk of effort would need to be continued deployment, consolidation,
deepening and ‘fine-tuning’ of already launched reforms. This applies especially to key
elements such as:

One Stop Shops

Grassroots democracy®

Decentralization,

Public financial management (including block grants, budget autonomy),
Personnel management,

Salary level increases

Skills-oriented, work-related civil servant training.

Adminigrative IT (national databases and core I T systems)
Modernization of facilitiesand infrastructure (offices, work equipment, including
I'T equipment)

0 Gender/advancement of women

OO0 O0OO0OO0O0OO0OO0O0o

Extension of reforms

The second group covers further development and implementation of ‘ second-stage’
reformsthat take initial reformsto ahigher level; and more systematic development and
implementation of reforms that were only given limited attention during the first period.
Thisincludes:

E-government

Extension of financial autonomy (successor to Decree 10),
Result-oriented budgeting and expenditure

Revenue decentralization

Socialization of public services

O O0OO0OO0Oo

8 Although hitherto considered part of political system reforms, the close relation of GRD with PAR and
anti-corruption makesthisalogical coupling, at least on apractical, if not formal, leve.
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(@)

© O O0Oo

o

Managerial ‘block’ autonomy for agenciesto complement financial block
autonomy

Salary system structure reform (apart from salary increases),

Organization and staffing based on job descriptions

Civil servant training system reform

Further rationalization of central government ministries/agencies and reduction in
number of entities reporting to directly to the PM

Strengthening of downstream and upstream LND-making process

Cross-cutting reforms

These are not necessarily new efforts as such, but they have not been approached from an
integrated, and probably more effective, perspective.

o

(0]

© O O0Oo

Build up external applied research and consultancy capacity on public policy
management

I mprove horizontal coordination and information sharing among government
entities

Mainstreaming of poverty reduction into PAR

Institutionalization of administrative procedure reform

New managerial paradigm

Result-orientation within public administration

‘Blue-sky’ reforms

These are comparatively radical but potentially promising ideas that may or may not turn
out to be feasible, desirable or relevant. The purpose at this stage isonly to learn, share
international experiences, conduct studies, discuss and debate, and maybe pilot
experimentally, as a basis for later decisions on whether to pursue them further or not.

Some examples (non-exhaustive):

0]
0]
0]

Revisit number, characteristics, types and functions of administrative levels
Regionalization of certain state management functions

Optimal size of territorial administrative divisions to be able to deliver high
quality and cost-effective services

Sharing facilities and functions between several lower level units (provinces,
districts, communes)

Multiple channels and alternative ‘doors for administrative services and acts (to
reduce corruption)

Concept of anational senior administrative corps and program

Shift towardsterm and position-based (as opposed to career-based) personnel
system for all categories of posts

Term employment, lateral mobility in and out of civil service, and reduced life-
time employment.

Full merit based appointment and promotion system
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Mandatory inter-provincial mobility and rotation
Socialize/privatize most in-service training

Internal markets and payments for services between organizations
Client voucher or per transaction based budget allocations

© O O0Oo

7.3 Immediate and medium priorities

Priorities can be divided into four categories. (1) those that depend on government policy
priorities, yet to be finalized; (2) those that but flow from the need to continue unfinished
work in progress and/or sustain achievements from the first period; (3) those actions that
are enabling or catalytic for the success of other components, and take along time; and
(4) those that are related to the critical success factors.

For overall success, implementation has to proceed in parallel in all four.

It istoo early to identify the full set of government priorities, as thiswork is still in
progress, except in some areas, where policy directions and tasks have already been set or
reaffirmed recently, e.g. socialization, law-making and e-government (and of course, anti-
corruption).

The prioritiesin (2) correspond to components under first heading above, consolidation
of reforms. Of these, OSS, PFM, Civil servant training and Decentralization are most
dependent on maintaining uninterrupted momentum. Priorities under (3) would include
Organization and staffing based on job descriptions, and Result-orientation within public
administration. Priorities under (4) would be Civil service training system reform and
Personnel management.

7.4 Management mechanisms for PAR 2006-2010

Programme structure

Asdiscussed earlier, the action programme approach used for the first period was not
very effective; instead it is suggested to use the four focus areas directly as structure for
the programme 2006-2010, and two develop two versions of the programme (1) a
narrative programme plan in the habitual format to be used as basis for formal decisions
and promulgation; and a corresponding operational programme plan in a somewhat more
detailed LFA style with activities grouped under objectives, and specification of
outcomes and indicators. Thiswill help in identifying linkages and in sequencing, and
later on in monitoring and evaluating progress, all weak areas during the first period, at
least initially.

Monitoring and evaluation
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Asfor most similar programs, PAR reporting and M&E follow the habitual formats and
procedures used in Government. Although they work well in many respects, the reports
tend to be general and not easily actionable (as discussed above). However, broader M&E
reform is an issue by itself well beyond the immediate needs of the PAR programme.

However, it is possible to make the monitoring for PAR much more powerful by fairly
uncomplicated measures that do not require disruptive changes to the existing reporting.
The main problem liesin the ‘all-or-nothing’ style of reporting implementation. For
example, OSS is reported by provinces, districts and communes as either ‘implemented’
or ‘not implemented’, while in reality there are degrees of implementation and of quality
in operation. Threeto four standards of successively higher implementation and quality
can be developed, together with fairly simple checklists to for external or internal self-
assessment. Even if imperfect and subject to embellishment, statistics based on these
assessments would still be so much more informative and usable for management and
leadersat all levels.

Critical success factors

Apart from high commitment from leadership at all levels, especially the highest levels,
the most critical success factors would seem to be personnel-related, asthe contingent of
cadres and civil servants are both objects and subjects of PAR, i.e. they are so to speak
part of both the problem and part of the solution.

In terms of critical components, this translates as (a) personnel management reforms
decisively applied to foster performance and merit; (b) managerial accountability,
autonomy and reward for performance; and (c) appropriate and effective training widely
dispensed to change attitudes, skills and knowledge, reaching at least a‘critical mass' of
the various target groups of officias.

Asrecognized in the MP, success of PAR also depends on synchronous renovation of the
political system and party reform.

7.5 Suggestions for Anti-Corruption 2006-2010

As mentioned above, the (draft) programme for strengthening the comprehensive
capacity of the inspectorate is quite wide-ranging and detailed. It covers alarge number
of actions in many fields that directly or indirectly relate to anti-corruption, including the
elaboration of a national strategy on prevention of and fight against corruption®. Inter
alia, it includes studies, drafting of LNDs, training and pilots for improving operations™,
organization, decentralization and strengthening capacity of staff of the inspectorates,
coordination with other agencies; reforming administrative complaints with pilotson
mediators/administrative ombudsmen, administrative panels; improving citizens

8 Government Inspectorate, Programme document — Strengthening comprehensive capacity of the
inspectorate system up to 2010, Draft 1 (May 22, 2005)
% Including a pilot of e-complaints and e-denunciation settlements.
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reception; broadening judicial jurisdiction to all administrative decisions; studies on
improving the effectiveness of the inspectorates in anti-corruption; drafting of LNDs
implementing the Law against corruption in respect of transparency, civil servants
assets, code of conduct for civil servants, denunciations, involvement of citizens, media
and civil society in anti-corruption, rotation of civil servants, and coordination
mechanisms for prevention and fight against corruption.

The programme also indicates first-year priorities, and assesses risks. Insofar as measures
are PAR-related, the risks and critical success factors are the same as for PAR.
Specifically for anti-corruption, one could add the critical importance of (@) keeping up
momentum: steadfastness in commitment, and no relaxation of efforts to combat
corruption; (b) increasing the level of corruption detection and sanctioning to acredibly
dissuasive level, or — since determining this level beforehand is difficult - at least steadily
and continuously increasing the level of detection.

Given the magnitude and coverage of the tasks already envisaged, and the advanced stage
of preparation, it would probably be premature and at this time and in this context to
suggest adding on more tasks, or trying to define the contours of a comprehensive anti-
corruption plan, in advance of start-up of the programme and the design of a more
complete national strategy elaboration, tentatively planned for the end of first programme
year (i.e. late 2006/early 2007)".

By and large, the law (to be come effective in June 2006), the comprehensive
inspectorate programme, and ongoing or planned PAR reforms together address - or
begin to address - amost all items under the three pillars of the ADB-OECD Anti-
Corruption Initiative and the UN Convention Against Corruption®.

However, the programme concentrates on the institutional and legal aspects, and includes
only very limited support to implementation outside the inspectorate organizations and
inspection system. Many of the provisionsrelated to PAR and societal involvement in the
(draft) law would be new and potentially significant breaks with current practice. Asfield
implementation is often the weakest link, complementary programmes are suggested.
They would also support roll-out nationwide of successful pilots that have been
developed by other programmes and projects:

Capacity building for mainstreaming corruption prevention into PAR

In particular, effectively implementing and fine-tuning the transparency, publicity, and
information principles in practical terms in all concerned agencies; implementing ethical
codes; and implementing the obligation to institute preventive measures as part of PAR

%! There are measures and support relevant to anti-corruption as concerns the procuracy and court system in
the legal and judicial reform strategie, but it is not clear if in fact there are any capacity needs specifically
for anti-corruption.

2 The Initiative' s three pillars of action (developing effective and transparent systems for public service;
strengthening anti-bribery actions and promoting integrity in business operations; supporting active public
involvement) contain atotal of 33 items, and compliance is voluntary. The UN Convention contains both
mandatory and voluntary provisions (e.g. those pertaining to private sector corruption).
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will require substantial support to the concerned agencies and their staff. This would take
the form of policy implementation studies, operational research and testing of methods
and procedures, preparation of practical manuals, guides and training materials, and
finally development and execution of training courses for large numbers of civil servants
and cadres (ultimately the entire contingent).

Capacity building for mainstreaming corruption prevention into society

Another complementary cluster that could benefit from a parallel implementation
facilitating programme might include enhancing applied in-country academic and
operational research about corruption, devising indicators for assessing efficacy anti-
corruption efforts, monitoring of corruption trends and perceptions through surveys, and
reinforcing the contributions to anti-corruption from professional associations and other
civil society organizations, mass media, and citizensthrough IEC, TA and campaigns.

An optional subcomponent could build capacity of the Vietnam Fatherland Front to
support the work of the People’ s Inspectorates in anti-corruption work at grassroots
level®,

Institutional exchanges and sharing of international and regional experiences on
anti-corruption work

Attempts to preventing and combat corruption are ongoing in just about every country in
the world; there is no unique and definitive recipe for success, but a weath of
experiences to learn from, successes as well as failures. Furthermore, corruption is not
static, but like all crime expands and mutates as society and countries develop, and is also
subject to ‘ globalization’. There is thus a permanent need to adapt and keep abreast of
evolving phenomena and proven practices, through interaction with colleagues, experts,
researchers and counterpart organizations in other countries. This would complement
UNDP support to bilateral and multilateral cooperation in the context of UNCAC
implementation.

7.6 Suggestions for possible assistance by ADB

The following topics and areas could be candidates for ADB support, through different
modalities, in different configurations and packaging, and in coordination with other
donors. Besidesthe intrinsic importance and priority of the topics, the criteriainclude
synergy with or continuation of earlier ADB support; synergy and dependency between
topics, complementarity with on-going or planned support from other donors; and ADB
comparative advantages in experience, resource mobilization or modalities.

Focus area 1: Institutional reform

% Such a component isincluded in the upcoming (start scheduled early 2006) Norad-supported Phase ||
PAR project in Ninh Binh; and the experience therefrom could be reviewed before considering larger-scale
support.
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Strengthening of downstream and LND-making process and capacity building for
OOG Law Committee.

The Law Committee attached to OOG is a significant new institution and organization
that would most probably need support, as part of PAR or as part of legal sector reform
(or both). This assistance would support the Law Committee to improve the downstream
part of the LND-making process, specifically by developing standards and capacity to
produce practical ‘how to’ handbooks and manuals to regularly accompany new laws and
implementing decrees; by introducing methods for more evidence-based monitoring and
evaluation of outcome and impact; and by developing capacity to conduct such work
(This assistance is related to following topic, and could alternatively be included as a
component of an umbrella assistance for public policy management capacity building.)

Build up external applied research and consultancy capacity on public policy
management

Evidence-based knowledge and information on PAR efficiency, effectiveness, outcomes
and impact is limited and scattered, particularly concerning local-level governance, and
capacity to produce, disseminate and apply results elsewhere isweak. At the same time,
capacity to conduct operational research, develop techniques and methods for impact
assessment and quality monitoring, elaborate manuals’handbooks, and support agencies
and local governments is also very limited and scattered, and not institutionalized.

This assistance would support building up of an ingtitute or center of public policy
management at aleading university, for example National Economics University or
National University (which already are leading sources of qualified local consultants) to
function as a center of excellence and consultancy to support PAR. It can also
complement plansto set up degree courses in public service management and similar at
these and other academic ingtitutions™. (See also below * decentralization observatory’
and ‘salary observatory’; and support to Law Committee above)

Support to research and debate on various ‘ blue sky’ reform ideas (see above) could also
be given under this heading, or as separate ad hoc assistance.

This external pole would complement the internal pole composed of research institutes
and academies attached to ministries and agencies (ISOS and NAPA attached to MOHA,
Inspectorate Research Ingtitute a GI, PMRC at OOG, CIEM a MPI etc) as well as party-
affiliated institutions such as HCMNPA.

Improve horizontal coordination, information sharing among government entities
Although these issues have been extensively discussed and debated, and various
measures implemented by OOG, significant weaknesses and obstacles still remain. They
will become even more important in the coming period, as well-functioning horizontal
coordination and information sharing are critical to the success of e-government. For

% |t could also ultimately complement the just starting ADB Institute JFPPT public policy training facility
if it proves successful and isinstitutionalized
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information sharing, enabling and regulatory LNDs are needed, but there are also many
practical issues of transparency, accessibility, standardization, confidentiality etc of
information. Concerning coordination, there are many thorny questions regarding
modalities, mechanisms, responsibilities and so forth. This assistance would support
development of the information sharing ingtitutional framework, and also support studies
and discussion about improved coordination mechanisms.

Support nation-wide deployment, consolidation and fine-tuning of OSS
Asdiscussed earlier, realizing the full potential of OSS nationwide will require
substantial support to implementing units for several more years. OSS is a cornerstone for
administrative service delivery at local levels, and afocal point for instilling citizen-
orientation, result-orientation and service quality culture into the administration.
Assistance would consist of various capacity building elements, dissemination of ‘ how-
to’ handbooks, supplying local consultants as required, and tailored skills training of
concerned public officials (development work isrelatively limited, as much of this has
already been done). Aslarge scale ‘ new-style' training constitutes a significant part, this
dovetails well with current the ADB PAR policy loan to support modernized civil service
training.

I nstitutionalization of administrative procedure reform

Despite being a key area of PAR and now aregular duty of all government agencies,
administrative procedure reform has been conducted in arather ad hoc manner or as
‘drives’.

A standard model for administrative procedure reform based on BPR principles would be
asignificant PAR productivity tool if supported by handbooks, training and other
capacity-building support. A standard and rigorous procedure is important in general, but
particularly for adapting administrative procedures for OSS interactions, and for e-
government. For e-government it is critical. The assistance would be to support
development, testing and piloting such a procedure.

Focus area 2: Reform of organizational structures

Result-orientation within public administration

Asdiscussed earlier, the idea of more result orientation in public administration and
public service delivery (grouping such concepts as performance management, 1 SO 9000,
citizen’ s report cards, MTEF, service standards, benchmarking, outcome and impact
monitoring etc) is increasingly being accepted and tested. However, these developments
are being conducted in arather dispersed and ad hoc manner; asisto be expected in the
early stages. But the time is probably ripe now to take a more holistic approach and
support thistrend as such, and not just in specific areas. For result-oriented management
to succeed, significant changes in attitudes and management culture are also required, and
thiswill need longer term capacity building and familiarization efforts.
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