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Skills Policy for Growth and Development: The Merits of Local Approaches in

Vietnam

Vietnam has achieved rapid economic growth since opening-up its economy in 1999, but
to achieve further growth the World Bank and others argue it must tackle intermediate
level technical vocational skill shortages and gaps, as well as address the poor quality of
its technical vocational education and training. The Vietnam government subscribes to
such views, but the policy ‘remedies’ prescribed i.e. supply-side approaches and policy
borrowing, as well as aspects of the initial ‘diagnosis’, seem highly questionable.
Drawing on research on Vietnam’s manufacturing sector, we discuss the skills shortage
diagnosis and stakeholders’ perspectives on the government’s policy prescriptions to
argue for an approach that recognises the merits of local level strategies, as a more

effective way of addressing Vietnam’s ambitions.

Keywords: skills policy; vocational education and training; developing

economies, Vietnam

1. Introduction

By 2008 Vietnam had become recognised as a lower middle-income country, having
achieved rapid economic growth since opening-up its economy in the 1990s (Ohno,
2014). However, it is has been argued by the World Bank and others, that to achieve
further economic growth and industrialisation it must address skills mismatch problems
(OECD/ILO, 2019; World Bank 2013; Goodwin et al. 2014; di Gropello 2010). In this
particular case, Vietnam is argued to have intermediate level technical vocational skill
shortages and gaps, as well as poor quality technical vocational education and training

(TVET) (see di Gropello 2010; Goodwin et al. 2014; Hilal 2018).



To remedy the issues identified, and following strategies long encouraged and advocated
by numerous international bodies (OECD 2009; OECD/ILO 2019; World Bank 2013;
Valiente, 2014), the Vietnam government has singularly focused on adopting ‘supply-
side approaches’ to skills policy, neglecting demand-side initiatives, as well as borrowing
education and training initiatives from developed countries (see Valiente 2014).
Government policy in Vietnam thus follows the imperatives of human capital theory i.e.
that increasing the supply of skilled workers through investment in training and education
will contribute to economic growth and technological upgrading (Becker, 1993). The
investment is made, moreover, in education policies borrowed from elsewhere, with
solutions originally formed in (and promoted by) developed countries borrowed to

improve its TVET programmes (see World Bank, 2013; ADB, 2014; Kis, 2017).

The question we ask in this paper is whether such modernisation approaches to
development best serve the needs of Vietnam, and by extension those developing
countries to which such policies, or versions of such policies, are applied (Valiente 2014:

45. See for example, Allais (2012) on South Africa; King (2012) on India; Palmer (2009)

on Ghana). In addressing this question, we reflect upon government policy, focused as it






manufacturing sector in Vietnam, which involved policy makers, vocational education
and training institutions and employers. We contend that current policy approaches
inadequately serve Vietnam’s needs and, in making this argument, we draw attention to
lack of attention to demand-side initiatives and the organic and tentative emergence of
skills and industrial policies at local levels (by which we mean provincial or city
governments). Here, we offer comment on the potential for such approaches to foster
growth and development in ways that are more sustainable than the current policy

direction taken by the Vietnam government.

In what follows we provide an overview of Vietnam with regard to its economic growth
and development, as well as related discussions of skills policy developments. We then
outline the research design, before presenting our data across three sections: i) skills
mismatch; ii) policy borrowing, and; iv) local policy responses. Discussion and

conclusions complete the paper.

2. Growth and Skills Policy in Vietnam

The Vietnamese economy has grown rapidly since the launch of the P6i Méi policy in
1986 and the adoption of an export-oriented growth strategy (Nguyen and Truong, 2007;
Ohno, 2010). The average gross domestic product (GDP) growth rate was 7.6 per cent in
the period from 1991 to 2000 and 6.6 per cent from 2001 to 2010; a rate that has remained
constant beyond 2017 and is projected to remain stable (World Bank, 2018). Industrial
development has been a key factor for economic growth (World Bank, 2012) and the
manufacturing sector, as the focus for this paper, has proved a particularly important
driving force of economic growth and industrialization (Athukorala and Tran, 2012) — it

has accelerated the economy’s transformation from agriculture-based to industrialized,



with some sub-sectors e.g. automobiles, electrical equipment and garments growing faster

than others (McKinsey Global Institute, 2012).

However, Vietnam’s progress and transition beyond a lower middle-income country

appears to be stalling, mainly it is argued due to skills mismatch — an analysis that is

strongly supported by the Vietnam government _
development of advanced digital manufacturing technologies and Industry 4.0, and thus
new layers of regional and global competition (VBF 2010; 2014; 2017; Nguyen, 2020).
In particular, it has been argued that in order to continue to grow and achieve greater
industrialisation, Vietnam must address problems with the quantity and quality of
intermediate vocational-technical level skills (ADB 2014; Goodwin et al. 2014; Hilal
2018; Kis 2017; World Bank 2013; OECD/ILO 2019) — a diagnosis that we argue is
questionable but common of many developing economies (e.g. Allais 2012; Martinez-
Fernandez and Choi 2012; Packard and Nguyen 2014; Valiente, 2014). On the supply-
side, the Vietnam government intends to address apparent skills mismatches by
expanding the number of TVET graduates, which numbered 3.7 million in 2010 and 4.9
million in 2015, with plans for an increase to 34.4 million by 2020 (Government of

Vietnam 2011; GSO 2016, 2014).

Intent on expanding supply, Vietnam has not, however, been actively intervening in the
area of skill demand (e.g. facilitating high value added activity, associated upskilling and
skills utilisation), which signals a key difference from other countries in the region that
have adopted a more ‘developmental skill formation model’ (Ashton et al. 1999. See also
Valiente 2014 and Palmer 2014 for wider discussion in relation to international

development goals). For example, countries like Singapore have actively intervened in



the demand side i.e. a focus on employer demand and skill utilization (Desjardins and
Rubenson 2011; Gog et al. 2014), as well as the supply side, by integrating skills and
industrial policies (e.g. Desjardins and Rubenson 2011: 375). The focus on supply belies
the well-documented strategic limitations of the human capital imperative and supply-
side solutions as a means to increase performance and boost productivity (e.g. Grugulis
and Stoyanova 2011; Wolf 2004), but is nonetheless consistent with the economistic
discourse of education strategies promoted by intergovernmental economic organizations,
such as the OECD and others, and adopted or borrowed by many low- and middle-income

countries (see, for example, Valiente, 2014).

There has, moreover, been a significant reliance in Vietnam on skills policies ‘borrowed’
from developed countries to improve the quality of provision. In 2014, for example, the
Vietnam government approved the Project on Development of High Quality Vocational
and Training Colleges by 2020, which aimed to improve the capacities of forty selected
vocational colleges nationwide and meet ‘international standards’, based in part on
policies borrowed from other countries. Of course, both developed and developing
countries habitually look elsewhere to learn policy lessons on how to improve educational
outcomes. Often precipitated by an ‘impulse’, whether that be an external evaluation,
such as the OECD’s Programme for International Student Assessment (PISA), or
economic ambitions or political change. Phillips and Ochs (2003, 459-460) make clear,
however, the ‘difficulties involved in proposing the adoption of ‘alien’ policies and
procedures... [and] dangers inherent in any quick decision making based on a sudden
enthusiasm for an educational idea born and nurtured and brought to maturity in a foreign

context’ and this is something on which we offer comment.



In developing countries, there is often an attempt to import and borrow skills policy
approaches and solutions for economic growth (and greater social cohesion), but it is a
struggle to implement them and, at times, the policies are potentially harmful (e.g. Boahin
and Hofman 2014; Rahman et al. 2012; Allais 2012). Allais (2012), on South Africa, for
example, identifies how the borrowing of narrow outcome-based systems of vocational
qualifications from Australia and UK failed to address the skills shortages problem
identified, in part, as a leading cause of unemployment (i.e. the ‘impulse’). Indeed, it is
often that the policies borrowed from elsewhere fail to reflect the social, cultural and
political dimensions of transfer, as well as important economic and temporal aspects — as
will be discussed later (e.g. Steiner-Khamsi, 2006). Steiner-Khamsi also draws attention
to the crucial role played by transfer-brokers in such processes, and the priorities they
push. Overall, the wider critique is of the problematic implementation of policy solutions

from high to low- and middle-income countries (Valiente, 2014).

There are, then, tensions between supply- and demand-side policy approaches to
vocational education to address skill mismatches in Vietnam. There are also global-
national-local tensions in addressing skill mismatches by means of policy borrowing.
Thus, the approach to (identifying and) addressing skills mismatch and shortcomings in
the delivery of vocational education in Vietnam is framed by normative, or globally
applicable (and borrowed), solutions. Such skills formation policies lack a
dynamic/historic analysis of local social, economic, and institutional contexts, which a
demand-side (and more locally orientated) approach to skills mismatch and TVET
policy would emphasise (Ashton and Green 1996; Brown 1999). In this paper,

considering the current policy approach, we give room to discussion of these



perspectives to comment on the potential of _ approaches to skills and

industrial development and the place of bottom-up initiatives.

Local initiatives sometimes present ways to break through skill formation challenges
which national initiatives cannot solve (Froy and Giguere, 2010; Clark, 2009; Brown et
al, 2001; Persson and Hermelin 2018). The particular context of Vietnam, for example,
with its large land area and population has led to the diversification of regional
industrialisation, skill requirements and social characteristics. Hence, its geographic and
demographic constraints can be treated as opportunities for local governments to play
an active role in integrating skills and industrial policies. What is explored in what
follows is how localities might focus differently, in contrast to the national government.
Here, we discuss the extent to which focusing on a smaller number of industrial sectors

within a relatively homogenous economy, might be a more effective way to achieve

greater synchronisation of skills and industrial policies at the _

3. The Research

The data that informs this paper derives from a significant research project on skill
mismatch in Vietnam, which focused specifically on the government priority of
intermediate workers e.g. technicians and skilled operators (see Mori 2019). The research
aimed to provide a comprehensive picture of Vietnam’s skill formation system by
examining the perceptions of three sets of key actors: 1) national and local policymakers;
ii) employers, and; iii) educators. _
province and city. Any reference to the region would imply potential for alliances across



_ The study specifically focuses on skill mismatch in the machine
manufacturing industry, which includes the automobile, motorcycle, and electric and
electronic sectors — these industries have a high potential to increase manufacturing value
added and require skilled workers (ILO and ADB 2014, McKinsey Global Institute 2012,

UNIDO 2013).



No Pseudonym Region Number of Interviewees
Interviewees
1 Ministry A Red River Delta 1 Deputy Division Head
2 Government Agency A Red River Delta 1 Deputy Director
3 National Policy Institution A Red River Delta 3 1. Deputy Director
2. Officer A
3. Officer B
4  Ministry B Red River Delta 1 Department Director
5  Ministry C Red River Delta 1 Officer
6  Regional Office of Ministry C South East 1 Department Head
7  National Policy Institution B Red River Delta 1 Vice President
8  Government Agency B Red River Delta 1 Deputy Division Head
9  Provincial Government A Red River Delta 1 Department Director
10 Provincial Government B Red River Delta 1 Vice Department Director
11 Provincial Government C Red River Delta 3 1. Vice Department Director
2. Vice Division Director
3. Official
12 Provincial Industrial Zone South East 2 1. Deputy Director
Authority (in Province D) 2. Vice Division Director
Number of interviewed Number of 17
Governmental Organisations: 12 Interviewees
1 Foreign Aid Agency A Red River Delta 2 1. Foreign Officer
2. Foreign Investment Expert
2 Foreign Trade Promotion Red River Delta 1 Foreign Officer
Agency A
3 International Organisation A Red River Delta 1 National Officer
Number of interviewed Aid Number of 4
Organisations: 3 Interviewees

Total Number of Interviewed
Governmental and Aid
Organisations: 15

Total Number of Interviewees:

21

Table 1. Governmental Organisation Interviewees

No  Pseudonym Industrial Region Number of  Interviewees
Sector * Interviewees

1 Japanese Automotive  Automobile  Red River 1 Production Director
Assembler Delta

2 Japanese Electronics  Electricand  Red River 1 General Director
Assembler A Electronic Delta

3 Japanese Electronics  Electricand  Red River 1 HR Manager
Assembler B Electronic Delta

4  Japanese Motorcycle  Motorcycle  Red River 1 GA Manager
Assembler Delta

5  Japanese Automotive  Automobile  Red River 3 1. Production Director; 2.
Parts Supplier Delta Deputy Maintenance

Director A; 3. Deputy
Maintenance Director B

10



6 Japanese Plastic Electricand  Red River 1. General Director A; 2.
Injection Mould Electronic Delta General Director B
Supplier

7  Japanese Plastic Parts  Electricand  Red River Admin General Manager
Supplier Electronic Delta

8  Japanese Motorcycle  Motorcycle Red River General Director
Parts Supplier Delta

9  Japanese Heavy Others Red River 1. General Director; 2.
Machine Parts Delta Production Manager
Supplier

10 Japanese Machinery Others Red River Director
and Equipment Delta
Supplier

11  Japanese Electronics  Electric and  South East HR Manager
Parts Supplier Electronic

12 American Automobile  Red River 1. Managing Director; 2.
Automotive Delta HR Manager
Assembler A

13 American Automobile  Red River 1. Factory Manager; 2.
Automotive Delta HR Manager
Assembler B

14 European Motorcycle Motorcycle Red River HR Director
Assembler Delta

15  European Electric Electricand  Red River 1. Recruitment and
Parts Supplier Electronic Delta Training Leader; 2. HR

Specialist

16  Taiwanese Plastic Electricand  Red River 1. Sales Manager; 2.

Parts Supplier Electronic Delta Production Control
Specialist

17  European Automotive Automobile  South East Managing Director
Parts Supplier

18  Taiwanese Electricand  Red River HR Staff Member
Electronics Parts Electronic Delta
Supplier

19 Vietnamese Automobile  South Acting Director
Automotive Central
Assembler Coast

20  Vietnamese Plastic Automobile  Red River General Director
Parts Supplier Delta

21  Vietnamese Electricand  Red River 1. HR Manager; 2. HR &
Electronics Parts Electronic Delta PR Manager
Supplier

22 Vietnamese Plastic Electricand  South East Managing Director
and Metal Parts Electronic
Supplier

23 Vietnamese Mould Motorcycle Red River General Director
and Die Supplier A Delta

24 Vietnamese Mould Motorcycle Red River Director
and Die Supplier B Delta

25  Vietnamese Motorcycle Red River 1. Managing Director; 2.
Motorcycle Parts Delta HR Manager
Supplier A

26  Vietnamese Motorcycle  Red River Deputy CEO
Motorcycle Parts Delta
Supplier B

27  Vietnamese Motorcycle  Red River Director
Production Delta
Equipment Supplier

11



Total Number of
Interviewed Firms: 27

Total Number of Interviewees: 37

Table 2. Firm Interviewees

Firms may be involved in multiple industrial sectors

No Pseudonym Affiliation Region Number of Interviewees
Interviewees
1 Public University A* National Red River 1 Vice Rector
Government Delta
2 Public University B* National South East 1 Vice Rector
Government
3 Private University A? Private Owner South East 2 1. Vice Rector
2. International
Cooperation
Staff
No of University: 3 No of 4
Interviewees
4 Public Vocational College A Provincial Red River 1 Rector
Government Delta
5  Public Vocational College B Provincial Red River 2 1. Rector
Government Delta 2. Vice Rector
6 Public Vocational College C ~ National Red River 1 Rector
Government Delta
7  Public Vocational College D Provincial Red River 1 Vice Rector
Government Delta
8  Public Vocational College E ~ National Red River 1 Vice Rector
Government Delta
9  Public Vocational College F  Provincial Red River 1 Vice Rector
Government Delta
10 Public Vocational College G~ Provincial Red River 1 Rector
Government Delta
11 Public Vocational College H  Provincial South East 1 Rector
Government
12 Private Vocational College A  Private Firm South Central 1 Rector
Coast
No of TVET institutions: 9 No of 10
Interviewees
Total Number of Interviewed 12 Total Number 14
Educational Establishments: of
Interviewees

Table 3. Educational Establishments Interviews

12



Note Three universities run TVET courses as well as university and professional college

courses

4. Skills Mismatch and Policies in Vietnam
Turning to the data, we set out across the following three subsections the perspectives of
policymakers, educators and employers i.e. actors/stakeholders on i) the skill mismatch

diagnosis; ii) policy borrowing to improve TVET quality/delivery, and; iii) the potential

of local policy initiatives in Vietnam. The aim here is to explore what is a

seemingly far more complex and nuanced skills landscape than is commonly understood.

N

1 Skill Mismatch

This first subsection explores the veracity of the skills shortage claims, which provides
the foundation for the Vietnam government’s supply focused skills policies. It presents
key actors’ perspectives on skill mismatch in the machine manufacturing industry, with

special attention paid to ‘skill shortages’ i.e. ‘a situation in which the demand for a



particular type of skill exceeds the supply of available people with that skill’ (Cedefop

2010, 13) and the anticipated direction of skills demand, which informs such notions.

Here, with regard to understandings of skills shortage at the intermediate occupation level
we note that policymakers’ (and, indeed, our educator interviewees’) perspectives are in
line with World Bank (2013), and others’ (e.g. OECD/ILO, 2019), views, as documented

previously:

We have always recognised that our labour market has a mismatch between
skill demand and supply. Normally, many occupations require very high
levels of skills, but we have a shortage of elementary and intermediate-level

technicians. [Officer B, National Policy Institution A]

Overall, according to our policymaker and educator interviewees, it would seem that two
economic factors inform increasing demand for intermediate workers: 1) predictions that
integration to the regional and global market through the ASEAN Economic Community
(AEC) and the Trans-Pacific Partnership (TPP) will expand the demand for skilled
workers, and; ii) anticipation that an increasing inflow of FDI will promote technological

development and hence expand the demand for skilled workers:

Actually, I think in the future, a lot of big foreign companies or famous
brands will come to invest in Vietnam. So, they will bring high technologies
into Vietnam. So, they will require workers in Vietnam. [Officer, Ministry

C]

14



And yet, policymakers and educators attribute current skill shortages to supply-side

problems.

stated that educational establishments fail to meet employer skill needs:

The capacity of the vocational training institutions cannot keep pace with the

change.... Technologies and science have been developing too fast, while the



education system in Vietnam has not been adjusted to be meet the country’s
development needs and other elements such as the increasing number of

enterprises. [Deputy Division Head, Ministry A]

For two-thirds of educators _ the problem is about

keeping pace with change. The complaint is about acquiring data on emerging skills

shortages and needs, which it is argued is not forthcoming from employers:

Many companies just complain that the students from vocational training
schools cannot meet their requirements, but when we asked them what their
specific requirements are in order to learn their skill needs and to provide
training programs to meet them, none of them could provide the answers.

[Vice Rector, Public Vocational College D]

quite different and much more nuanced picture of skills mismatch issues. Here. for
example, e find that the four large Japanese firms we'interviewed. which have been

operating in Vietnam for about 20 years, reported no skill shortages for any occupation

level:
Well, I consider that we secured most of the engineers, technicians, and

skilled operators we currently need...I have rarely heard that we face

difficulty in recruiting engineers or production line operators. We usually

16



receive many job applications once we post a vacancy notice. [General

Director, Japanese Motorcycle Parts Supplier]

This might be because such firms tend to make greater efforts to train their employees
(see, for example, Konings and Vanormelingen, 2010), but the current labour market also
favours large employers regarding skills acquisition. Further, interviewees from large
Foreign Invested Enterprises (FIEs) mentioned that they are not seriously concerned
about skill shortages since the labour market is — in their view — becoming less
competitive. But, if we disaggregate to different areas of production e.g. assemblers and

suppliers the data suggests different sets of perceptions are held.

Indeed, for example, only a minority of suppliers (four of 19), those producing small-lot
goods in non-routine processes, have a high demand for intermediate level workers,
including within both FIEs and local firms. Suppliers of this type explained that non-
routine manufacturing requires more multi-skilled workers who can adapt quickly to
various processes and products than standardised mass production, which places a higher
emphasis on improving the quality of skills — with the poor quality of skills provision

being something employers often complained about:

I am satisfied with the number of people, but skill level varies by each person
(maintenance technician). The current skill level of our Vietnamese
technicians is far too low. They meet only 30 per cent of our requirements...I
think there is a very large gap between their current skill level and our
requirements. [Deputy Maintenance Director A, Japanese Automotive Parts

Supplier]

17



More particularly, the above ‘supply’ concerns do not necessarily mean that there are
large skill shortages and, for several reasons, the employment of intermediate workers
might be quite low e.g. the employment scale is often small, which reflects small-lot
product suppliers, skill demand is subject to fluctuations, depending on the business

environment, employers foresee no major changes in skill requirements or occupational

structures. etc. Hence, their orientations are more immediate and short-term, which is in
_ More broadly, in contrast to policy-makers and educators, employers
do not necessarily perceive the development of a high demand for intermediate workers
that forms a central part of government policy — at least in terms of a significant expansion

of supply.

Evidently, according to employers, skill demand is not developing in quite the way
anticipated by policy makers and others (e.g. World Bank 2013) — even if the two
principal drivers of skill demand, outlined earlier, namely regional economic integration
and increasing FDI inflow accompanying technological progress, are to be accepted.
Driven by the imperatives of human capital theory, the national government focuses on
long-term policies of skill formation - with demand pushed by the aforementioned drivers.
But, some policymakers (and, indeed, educators) indicated some scepticism about the
effects of these drivers — with one Deputy Division Head of Government suggesting some

uncertainty on whether regional economic integration will allow Vietnam to be a

production base for FIEs and other policymakers suggesting that FIEs may mainly require

unskilled workers. This scepticism about growing skill demand was found to be higher in



Half of policymakers (six of the 12 governmental organisations) and the majority of
educators (ten of 14 educational establishments) concur on skills shortages and have a
positive view about growing skill demand — a perspective that aligns with previous studies
on Vietnam (World Bank 2013; ADB 2014; Goodwin, O’Connor, and Quinn 2014;
OECD/ILO, 2019). However, interviews with employers suggest that skill shortage is
overstated, and skill demand is not increasing or changing as dynamically as anticipated
— in relation to technology or otherwise. Certainly, employer expressions of ‘high’ skill
demand cannot be always interpreted as ‘large-scale’, and simply increasing the supply
of skilled workers does not automatically ensure that employers will utilise them. As we

will argue, the focus on supply to meet ‘anticipated’ skills demand, has led to the neglect

19



of skills and industrial policies integrated in ways to develop the demand-side in line with

Vietnam’s ambitions for growth and development.

4.2 TVET Policy Borrowing

The previous section indicates misalignment in key actors’ understandings of skills
shortages and gaps, which raises questions about the government’s policy direction and
expanding the supply of intermediate level technical vocational skills without addressing
the demand-side. A further policy question concerns improving the quality of TVET
programs, which as our data indicates in the previous section is, perhaps, less questionable

than the skills mismatch diagnosis.

As noted at the outset, to address the quality issue the government is borrowing skills
policies, mainly from developed countries. Such examples are numerous, and we briefly
outline three for later discussion. Our first example focuses on curriculum reform and the
Vietnam government’s promotion of curricula from other countries. Several of our
educator interviewees reported the importing of curricula, as well as skills standards and
skills assessment methods, from a wide range of countries, such as Australia, Germany,
Malaysia, South Korea and Japan, mainly through official development assistance (ODA)

projects:

From the year 2015, we have had 5 curricula which are internationally
equivalent. These programs were borrowed from Australia and we also sent
our staff to Australia to be trained. And the curricula and programs at our
college are adjusted according to the Australian programs. (Those curricula

are about) mechatronics, electric installation and control, IT application

20



software, graphic design and industrial electronics. [Vice Rector, Public

Vocational College B]

This interviewee was confident in his college’s ability to synthesise different countries’
models, but when pressed could not articulate how such models could be aligned with

Vietnamese employer skill needs.

Our second example draws attention to the government’s promotion of training and
recruitment contracts between firms and TVET institutions, and the broader aim to build
quality and enhance TVET programs in line with employers’ requirements (ADB 2014;

Government of Vietnam 2012; Vietnam National Assembly 2014):

If we want to improve the relationship between schools and enterprises,
schools should contact enterprises to get a commitment or agreement,
something like that. Schools have a commitment to ensure the quality of the
human resource supply, and enterprises agree to receive some students from

schools after graduation. [Officer, Ministry C]

According to the interview data, policymakers are inspired by the apprenticeship
contracts promoted in some developed countries (OECD 2017), particularly the German
Dual Apprenticeship system which is often held-up as best practice and a benchmark of
VET quality, and which is underscored by strong social partnership and collective
arrangements (Bosch and Charest, 2008). However, such policies seemingly risk causing

a strong backlash from employers:

21



They (policymakers and educators) may still be in another world (of the
planned economy) where they cannot imagine that firms do not have a precise
recruitment forecast and recruit people according to it. In reality, business
may go well or bad. So, it is impossible to recruit people according to a long-
term plan when our business is not going according to the original business

plan. [General Director, Japanese Electronics Assembler A]

Our final example, finds the government preparing to establish Sector Skills Councils
(SSCs), following the UK model, to deliver high quality relevant skills. SSCs are to be
launched on a trial basis in the electricity, mining, and tourism sectors, with assistance
from foreign and international organisations, such as the British Council and the
International Labour Organization (ILO). According to one policy maker, it is likely that
large state-owned enterprises (SOEs) will be the main representatives from industry to

SSCs:

As I know, in the UK, each Sector Skills Council consists of many companies.
So, they work together to develop national occupational standards. Therefore,
the quality is good and it is more effective in the UK. [Officer A, National

Policy Institution]

However, the extent to which SSCs will function in Vietnam is uncertain, given that they
have never worked efficiently in the country from which they are being borrowed (e.g.
Payne, 2008). Moreover, the research found that the government has neither issued a

policy to define the implementation structure of SSCs, nor provided a concrete

22



government solution for mobilising engagement of FIEs and local private firms, which

are important constituents.

The borrowing of these initiatives signals a pressure for reform — in this section on TVET
quality specifically, but we might also reflect in similar ways on the ‘impulse’ for wider
modernisation along the lines of supply/human capital narratives discussed in previous
sections (Valiente, 2014). Indeed, what perhaps becomes most evident from these
examples, as will be discussed in more detail later, is the critical flaws of policy
borrowing, with regard to decision-making, implementation and internalisation processes

(see Phillips and Ochs, 2003).

4.3 Local Policy Responses

With the above in mind, in this sub-section we offer some reflection on the formation of
skills and industrial polices at the level of the locality, which seem to be emerging as a
more effective way to attract high skilled jobs and better address the needs of firms
operating in different regions of Vietnam. The data indicates, for example, that three of
the four local (i.e. provincial) government authorities expressed a willingness to engage

in comprehensive ways with local actors and firms to facilitate training requirements:

If some companies want training courses for their workers, they come to
consult with our training centre and it introduces some schools to companies.
There are two ways. First, [their training centre] can introduce companies and
schools to each other and facilitate partnerships. Second, we cooperate with
schools to develop training programs according to companies’ needs.... So,

the most important role for us is to be an intermediary to bridge the gap

23



between schools and companies. [Deputy Director, Provincial Industrial Zone

Authority]

These provinces have been actively attempting to attract high skilled jobs to their region.
According to the above Deputy Director, the provincial government has been trying to
attract investment from higher-value added manufacturing industries, and no longer

accept investment from low-skilled labour-intensive industries:

...we had a policy to attract investment in the fields which use a lot of workers
(labour-intensive). But since 2007, our province has stopped accepting
investment by textile-garment, leather-shoes, and wood processing
companies in our industrial zones if they use more than 1,000 workers...This
policy aims to attract more investment from companies which use fewer
unskilled workers and focus on those which apply higher technologies and
employ higher-skilled workforces... (after policy implementation)... the

demand for skilled workforces has increased.

Such examples are not isolated:

‘In [Province B] we have comprehensive policies of development, and under
them, we have different components, for example, an industrial development
component. The industrial development policies consist of different policies,
for example, human resources, an industrial zone for industrial development
and also the supporting industry, and so on. So, I think our vocational training

policy and also the supporting industry development are under the general
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b

strategy of provincial development... [Vice Department Director,

Provincial Government B]

This Vice Department Director started industrialisation by attracting FDI relatively
early and reported that they have been trying to promote long-term TVET courses to

achieve the provincial target to develop supporting industries.

However, such cases are not entirely representative of the overall situation in
Vietnam. First, these local initiatives are limited to the places where industrial
agglomeration is proceeding more quickly due to a large FDI inflow. Second, it
would seem that local power structures are uneven and not sufficiently developed to
support policy development at the province level, but this is a deficit acknowledged

by national government:

Now in Vietnam with the decentralisation, provincial governments have been
given more authority...We hand over the power, but the people in province,
they don’t have the capacity. The central government has not empowered
them enough...We should build their capacity before decentralisation, before
assigning new jobs and new functions to them. [Department Director,

Ministry B]

_ were sceptical of the assumption that skill

demand is rapidly increasing. In fact, their feelings represent what the supply-side
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approach neglects to articulate i.e. the number of quality skilled jobs would not
necessarily increase even if the economy grows at the national average, in particular in
vulnerable regions which receive less policy support and investment by firms (Dobbins
and Plows, 2016). However, such scepticism is outweighed by a more pervasive optimism
on increasing skill demand in the process of formulating local (and regional) industrial

and skills policies.

Indeed, employers (eleven of the 27 firms interviews) often argued for government to
formulate more strategic and consistent industrial policies with a long-term vision — not
only for business expansion, but also to facilitate national upskilling that is more in line
with patterns of economic development. In particular, some interviewees proposed
implementing policies to develop supporting industries, including producers of
intermediate and capital goods such as parts, materials, and production equipment (see
Mori, 2006). As it is, policymakers at the national level seem not to be responding
particularly well to employer calls for more effective industrial policies to stimulate skill
demand, but as we have outlined above there is some evidence of the emergence of

several positive cases of industrial-skills policy synergy at the local level.

The seeming ineffectiveness of the national authorities and government policy is

underscored by employers’ sometimes reluctance to engage with national government:

Our partners are Japanese companies. We spend almost 100% of time for

business activities. We do not need any support from the (national)

government, and we can survive by ourselves. That is why we do not need to
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cooperate with the government. [Director, Vietnamese Mould and Die Supplier

Al

The main source of reluctance was a perceived ineffectiveness of government policy, with
employers also indicating that they felt more comfortable dealing with local governments
over national authorities e.g. several local suppliers indicated a greater willingness to
cooperate with local governments on TVET reforms. However, it is also worth noting
that corruption is a significant issue in Vietnam, which may have some bearing on
employers’ disinclination to engage with national government (and, indeed, may be worse
_ — not that we have direct comment from our interviewees on this
sensitive issue. What is evident is that the World Economic Forum ranks Vietnam 101th
out of 141 countries in its transparency index (World Economic Forum 2019: 595), but
the evidence is mixed on the extent to which excessive centralisation, over uncoordinated
decentralization, is the primary source of corruption (e.g. Vu, 2016; Truong and Rowley

2013).

5. Discussion

Extant research often concludes that Vietnam should introduce an employer-led skill
formation model informed by a supply-side approach, based on an assumption that skill
supply trails behind increasing skill demand, in particular at the intermediate occupation
level (e.g. OECD/ILO, 2019; World Bank 2013; di Gropello 2010). In other words, it
suggests that Vietnam borrow, or adopt, 'normative' skills policy solutions promoted by

powerful interests (e.g. World Bank, OECD) and created in developed countries (Steiner-

Khamsi 2014). The latter is based on: i) the assumption that human capital theory has
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In light of our evidence, the first point we make is that Vietnam policymakers must
question the supply-side paradigm routinely pushed on developing countries, and in doing

so address the demand side as well as the supply-side in more integrated _



_ At present, it seems that national government

officials fail to coordinate skill demand and supply sides, nor do they seem to fully
understand Vietnam’s skills mismatch issues, as the data clearly shows, as well as
demonstrating a low commitment to actively participating in stakeholder dialogues for

skill development in Vietnam.

This is in contrast to countries like Singapore and South Korea in the region, which have
institutional mechanisms and technocrat teams capable of coordinating skill demand and
supply at the developmental stage (Ashton et al. 1999; Park, 2013; Ohno, 2014). Of
course, additionally, Vietnam’s large size, in terms of population and land area, means
that the progress of skills and industrial development may vary considerably between
places with relatively high levels of industrial agglomeration and those regions relying
on agriculture. It would be hard even for highly capable national officials to centralise the
coordination of diverse skill demand and supply scenarios — hence, our focus on local

initiatives, as discussed later.

The second related point, is that Vietnamese policymakers are seemingly unaware of the
possible consequence of policy borrowing. In part, it would seem policymakers are likely
to believe that borrowed measures function perfectly in developed countries — despite
evidence being to the contrary (see, for example, Payne (2008) and Keep (2015) on SSCs
in the UK). Indeed, as noted at the outset of the paper, this is more general issue, with
developed countries, as much as developing countries, attempting to import policy
success without properly considering what is necessary for effective borrowing (see
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_ More particularly, there is a lack of awareness concerning the

‘transfer brokers’ of policies (Stone 2001) and openness concerning the imperfections
and diversity of developed countries’ models. There is, for example, often a time lag
between the formulation of policies in developed countries and their adoption in
developing countries. Hence, by the time ‘best practice’ is adopted by developing
countries, they are often starting to be dispensed with in their countries of origin (see

Steiner-Khamsi 2006).

In Vietnam, the research findings indicate that foreign donors are one of the main policy
transfer brokers. In particular, some influential bilateral and multilateral aid organisations
are apparently inclined to transfer the supply-side approach, given the active transfer of
its components such as SSCs through ODA projects and other technical assistance
activities (World Bank, 2013; ADB, 2009; Kis 2017). The mistake of believing in the
superiority of developed countries’ skill formation systems, to address quality issues for
example, is likely to be amplified since these organisations are recommending donor
countries’ models without candidness on their limitations and a thorough analysis of their

applicability to the Vietnam context.
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_ based on the myth of the superiority of developed countries’ skills policies,
the Vietnam government is importing various models without clear strategies for policy
alignment and customisation. The danger is that if the government maintains its policy of
importing various countries’ models in a patchy way Vietnam’s skill formation system
will become fragmented. Phillips and Ochs (2003: 455) warn that this simple policy
borrowing method, which they call the ‘quick fix’ decision, causes dangerous outcomes.
Indeed, our interview data indicates that the current policy direction may result in

expanding distrust in forging partnerships between the key actors.

Employers, for example, complained that a policy of promoting recruitment and training
contracts between firms and TVET institutions (based on Germany’s dual apprenticeship)
is not realistic due to uncertain and weak skill demand. Further, educators are likely to be
put in the difficult position of implementing ‘borrowed’ skills policies which focus solely
on the supply-side without integrated intervention in the demand-side — thus illuminating

the tensions presented by normative and global solutions to skills mismatch and the

shortcomings of TVET (which'would be necessary g importing systems. like the dual
system, thatis relianton demand-side actor involvement)| One way the government might

break through the deadlock of weak employer demand and the threat of what we view to
be mutual distrust among key actors is to address the demand-side by integrating skill and
industrial policies (Ashton and Sung 2015; Brown et al. 2015; Sissons and Jones 2016).
However, as stated previously, current national government interventions in the demand-

side are neither proactive nor effective.
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The broader contention here relates to our third substantive point and the importance of
local policy initiatives, which indicate where there is potential for demand-side
approaches to evolve in the context of medium-size developing countries like Vietnam.
Whilst the data is limited, what this research found is that several provincial governments
indicated confidence in being able to implement industrial policies that include elements
which will stimulate skill demand. This is a viable form of industrial policy formulation
and implementation for Vietnam. It might, then, be more effective for local governments,
to design and implement detailed policy measures in close consultation with local
industries, while the national government provides overall policy frameworks. Building
on this, local (or regional) industrial policy initiatives can also encourage small and
medium suppliers of higher value-added products, which are likely to require more
intermediate workers, to engage in policy formulation processes, taking advantage of

physical and psychological proximity (Brown et al. 2001; OECD 2016).

Indeed, it seems to us that local initiatives sometimes present ways to break-through skill
formation challenges which national initiatives cannot solve (Froy and Giguere, 2010,
Clark, 2009; Persson and Hermelin, 2018; Snell, 2018). However, several challenges can
be predicted in promoting bottom-up policy development, which requires extensive

networks and coordination among various actors (see, for example, Stroud et al. 2015;

Payne 2018). For one thing, as the data indicates, local governmental officials often lack

W
\S]



In particular, local governments would face significant limitations in implementing their
initiatives when the accountability mechanisms for education and training programs,

which often link with the funding mechanism, are highly centralised (e.g. Payne, 2018).

Local government officials will need collaborative leadership skills and sufficient
knowledge of skill supply and demand trends to facilitate local or regional upskilling
initiatives (Froy and Giguere 2010). In order to achieve this, there is the need for
knowledge transfer (from national government) and a need to encourage mutual learning

of local best practices across cities and provinces (Osterman 2008)..

I A related frame of analysis is the quadruple helix, which is a development of the triple
helix model of economic development, involving businesses, universities and public
sector organisations, to which is added social and community groups, when considering
local economic development agendas and patterns of, for example, innovation,

knowledge exchange and collaboration (see Kolehmainen et al. 2016).
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- The national government has to provide an overall vision and institutional
framework of national skill formation (Snell 2018), while devolving the necessary
authority to local governments for activities such as policy and program designing, budget

allocation, and partnership development with key actors e.g. to establish effective forms

of partnerships with employers (OECD 2009; Osterman 2008). Otherwise,

_, the roles of local governments will be limited to

the implementation of narrow strategies rather than the formulation of integrated skill

formation strategies (See. forexample. Stroud et al:2015)!

formation in countries with same ambitions for economic growth. But, for developing

economies, like Vietnam, it seems to us that local government initiatives

devolved from and Supported by national govemment have the potential to produce far
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better outcomes, as they can be focused on a smaller number of industrial sectors within
a relatively homogenous economy (OECD 2009), where the diversity of skill needs may
be narrower. They are also in a better position to develop rapport with local firms,
including SMEs (Brown et al 2001, OECD, 2016). For example, what this research found
is that some local suppliers had a willingness to engage in local- or regional-level policy
dialogues. Of course, local government initiatives need to overcome various challenges,
such as capacity constraints, short-termism and a need for further analysis of evolving

local initiatives and what is viable,

On the latter, particularly, previous studies have claimed that Vietnam faces a high risk
of job-losses from new digitalised technologies, particularly within elementary
occupations, such as production-line operators in the garment industry (e.g. Hilal 2018;
Chang and Huynh 2016). Within the Vietnamese machine industry, as the focus of this
research, the evidence indicates, for now, a slow and incremental insertion of new
technologies with low impact, which likely results from insufficient economies of scale
caused by the limited size of the domestic market. But policy responses (at national and
local levels) will be necessary to address the potentially disruptive (but not necessarily

negative) outcomes of these rapidly developing technologies (e.g. Brown et al, 2018).

W
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