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Foreword

hen declaring the birth of the
Democratic Republic of Viet
Nam on 2 September 1945,

while the country was surrounded by dif-
ferent kinds of enemies, including
famine, ignorance and foreign invaders,
President Ho Chi Minh solemnly stated
that the rights to live and pursue happi-
ness were fundamental, supreme and
inalienable rights of every individual and
every nation. He also affirmed to the
world that these were also the ultimate
goals for every action of the entire
Vietnamese people and the young State of
the Democratic Republic of Viet Nam.

President Ho Chi Minh's declaration
was a quintessence of the nation's humani-
tarian tradition forged throughout its thou-
sands year old history of national defence
and construction. It was also a combination
of the human being's permanent value and
Viet Nam's cultural tradition: development
for people, by people and of people.

Viet Nam's Doi moi reform process dur-
ing the last twenty years is a coherent con-
tinuation of that philosophy of develop-
ment of the nation and human beings. By
changing the country's economic mecha
nism, pursuing an open-door policy and
engaging the country in proactive interna
tional economic integration, the Doi moi
process has opened up anew space of very
promising development for the entire
Vietnamese people. Within that new space,
increasingly diverse devel opment opportu-
nities are generated; conditions for taking
these opportunities are continuously
improved; the country's identity and its
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own choices are combined with and inte-
grated into the human beings' cultural val-
ues and intellectual quintessence.
Therefore, among the great achievements
generated by the Doi moi process, the most
remarkable ones are, ultimately, those
related to human devel opment.

After only a very short period of Doi
moi, Viet Nam quickly escaped crisis and
entered the orbit of fast and sustainable
economic growth. The number of people
still  living in poverty has quickly
decreased. The people's cultural and spiri-
tual life has been clearly improved. Every
individual can access more easily develop-
ment opportunities and fully and better par-
ticipate in the policy making and imple-
mentation process. The State and various
social organizations share with the people
responsibilities and obligations for nation-
al development with increasingly strength-
ened mutual trust. The expansion of inter-
national relations has increased the world's
understanding of Viet Nam, and hence we
can better share each other's development
achievements. The above outcomes of the
country's chosen development path in the
present times truly reflect the socialist ori-
entation of the Doi moi process. We can
say with great self-confidence that Doi moi
is Viet Nam's right choice.

The Doi moi process has generated a
new position and strength for the country's
development and thus helped better and
fully perform tasks in support of human
development. However, it should be clear-
ly recognized that the country is now
entering a new stage of development. In a
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world of economic globalization and tran-
sition to aknowledge-based economy, Viet
Nam is increasingly exposed to emerging
opportunities and challenges. In this con-
text, the promotion of the whole nation's
strengths, further reform, proactive inter-
national economic integration and further
acceleration of the country's industrializa:
tion and modernization are crucial to
improving the quality of human develop-
ment in Viet Nam.

The National Human Development
Report 2001 of Viet Nam, which isthefirst
ever Vietnamese-produced report of this
type, addresses, in a systematic, fairly

comprehensive and in-depth manner, the
present most fundamental human develop-
ment issues in Viet Nam. | hope and
believe that this Report is a good beginning
and reminds all of us of the tasksin support
of human development in Viet Nam as
mentioned in the political document of the
Ninth Communist Party Congress.

I, hereby, have the great pleasure of
introducing the  National  Human
Development Report 2001 of Viet Nam to
all domestic and international readers and
to al those who are making joint efforts for
the sake of Human Development.

PHAN VAN KHAI
Prime Minister of the Government
Socialist Republic of Viet Nam
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Note by Publisher

hroughout its history of national
I defence and construction, Viet
Nam's Communist Party and
Government have always affirmed that
people are placed at the center of develop-
ment and that people are both an objective
and an engine of development. This philos-
ophy was again emphasized and specified
at the Ninth Nationa Communist Party
Congress as: "Significantly increasing our
country's Human Development Index
(HDI)" and "Dramatically improving the
quality of the material, cultural and spiritu-
a life in a safe and healthy social environ-
ment; protecting and improving the natural
environment".

In order to provide readers with useful
information and reference literature about
Doi moi and human development in Viet
Nam over the last five decades, the
National Political publishing House, in col-
laboration with the National Center for
Socia Sciences and Humanities, publishes
"National Human Development Report
2001 - Doi Moi and Human Development
in Viet Nam" .

This Report focuses on human devel-
opment achievements obtained so far
through the Doi moi reform processin Viet
Nam. Besides the achievements, the
Report also indicates serious challenges
which Viet Nam will be facing and tasks
which will continue to be performed in the
further reform process for the goal of
human development. This is the first
report that presents Viet Nam's basic
human development indices such as HDI,
HPI and GDI for all 61 provinces and
cities of the country.

As the Report covers a broad theme,
requires a lot of inter-agency collaboration
and has been prepared on the basis of lim-
ited capacity and experience, shortcomings
are unavoidable. We wish to receive read-
ers comments and suggestions for future
improvements.

By providing new information and
approaches, the Report is expected to serve
as a useful reference material on the coun-
try's present devel opment issues.

We have great pleasure of introducing
this publication to readers.

Ha Noi, November 2001

NATIONAL POLITICAL PUBLISHING HOUSE

NOTE BY PUBLISHER
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Message from NHDR Steering
Committee Chairperson

he history of humankind is a history
I of development in which the goal of
achieving a meaningful, free and
wealthier life has been pursued by all gen-
erations. While this noble goal has been
commonly shared and pursued, the way
people think about development, and the
priorities and objectives they set for them-
selves, have often been different across
time and space.

During the last 50 years, development
has become a real opportunity for many
countries and nations around the world.
Enjoying the fruits of independence, many
less developed and formerly dependent
countries placed a heavy emphasis on and
strived for rapid economic growth with
high hope that this would help them to
quickly overcome underdevelopment sta-
tus. Economic growth was considered as a
key to development. With such a view
dominating development thinking for a
quite long time, the ultimate objective of
development, improving the well-being of
people, has sometimes been overlooked. In
many cases, the human being and its capa-
bilities have been considered as merely a
factor of production for economic growth.
The social aspects of development were
inadequately taken into account, and the
responses were often limited to redistribu-
tion of some income supported by the pub-
lic sector. Inequality and poverty among
some segments of the population, were fre-
guently considered as necessary costs that
need to be borne for the sake of economic
growth and development.

In more recent times, it has been recog-
nised that such a limited view of develop-
ment did more harm than good to the sus-
tainable development process. Hence, a
new, more systematic and human approach
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to development, viewing it as “a process of
enlarging people' s choices and capabilities
to live a longer, healthier, wealthier and
more meaningful life" has emerged and
been widely accepted. Human develop-
ment thinking that places people at the cen-
tre of development wasre-discovered. This
new development thinking has been well
reflected and continuously refined in the
global Human Development Report pub-
lished annually by the United Nation
Development Programme since 1990.
Since its first publication, Human
Development Reports have provided a
strong influence on the devel opment policy
debate in many fora The Human
Development Reports present a profound
and comprehensive analysis on opportuni-
ties and challenges facing the process of
human development, stimulating policy
debate and offering policy recommenda-
tions for both global and national actions.
Following the visible success of the
global Human Development Reports,
many countries have published their own
National Human Development Reports
(NHDRYS) in cooperation and with support
of UNDP. Up to 2001, there were more
than 350 reports that have been produced at
the national, sub-national and regional
level by more than 130 countries and terri-
tories. With their richness in subjects, con-
tents and analysis touching upon pressing
development issues, National Human
Development Reports have provided sig-
nificant contributions to the discussion of
development policies, while improving
people's awareness and their participation
in the development process. The human
development index (HDI) system devel-
oped and refined by UNDP has made a
significant contribution to the development
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policy debate, helping clarify development
priorities, and enabling monitoring of the
development process at both the national as
well as international level.

The process of making a first
Vietnamese produced National Human
Development Report started in Viet Nam
two years ago when UNDP officialy con-
sulted with the Viethamese Government on
the scope for such an initiative. The
National Center for Social Sciences and
Humanities had been given the great honor
of being designated the focal point and
coordinator of this activity. Support,
advice, suggestions, comments have gener -
ously been given to the National Team dur-
ing this challenging preparation process.

The theme of this report is "Doi moi
(renovation) and Human Development in
Vietham". The choice is simple because,
doi moi has brought about significant
changes to the country and marked a new
stage in its development. The report high-
lights the great achievements in human
development that doi moi has produced.
The report asserts that doi moi is, in fact a
process of expanding choices and further
developing capabilities of the peoplein all
economic, social, cultura activities for a
wealthier, healthier, more knowledgeable
and meaningful life. Doi moi aso empow-
ers people, providing them better opportu-
nity to widely participate in the process of
formulating and implementing develop-
ment policy. All this has resulted in
impressive and widely recognised achieve-
mentsin all aspects.

Nevertheless, the way ahead for Viet
Nam is full of challenges. The Report tries
to reveal these major challengesin light of
the rapidly changing globalization process
and in the era of technological and scientif-
ic achievements (especially information
technology and the knowledge economy).
Further reducing poverty and eliminating
hunger, ensuring decent employment for
millions of people, international economic
integration, environmental protection, and
socio-political stability, will all be essential
for further improving the livelihoods of all
the people.

For the first time, the Report attemptsto
measure key basic human development
indices such as HDI, HPI (Human Poverty
Index), GDI (Gender Development Index)
for all 61 provinces and cities in the coun-
try. The results represent a significant
achievement, especially given the serious
lack of available dataand their consistency.

Since this is the first nationaly led
National Human Development, which has
had the rather difficult task of analyzing
the country's multifaceted, multi-discipli-
nary development situation, one cannot
expect the Report to address al pressing
development issues that face this country
in full length and great depth. Neither
every aspect of development has been
taken into consideration, nor can it be
expected that every single conclusion in
the Report be unanimously shared. We can
only hope that many of these issueswill be
analyzed in greater depth in future national
human development reports.

Hanoi November 2001

PROFESSOR DO HOAI NAM

Vice-Director of the National Centre for Social

Sciences and Humanities, and

Chairman of the Steering Committee for National

Human Development Report
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Message from UNDP Viet Nam

n behalf of UNDP, I am very

pleased to share with you Viet

Nam's first nationally-led and
produced Human Development Report.
It presents an insightful and comprehen-
sive account of the country's on-going
reform process in a globalizing world.
While the spirit and philosophy of the
global Human Development Reports
provided the overall framework to this
Report, the national drafting team
ensured that the substance and method-
ology were tailored to the Vietnamese
realities.

The concept of human development,
discussed at length in this report, was the
subject of numerous extensive discus-
sions. Many senior Vietnamese warmed
to a conceptualisation of development
that embraced more than just the maxi-
mization of economic growth. Clearly,
human development fits well with the
articles in Viet Nam's Declaration of
Independence, the teachings of Ho Chi
Minh, and the "socialist market orienta-
tion" of modern Viet Nam. Today, Viet
Nam strives for "a rich people, a strong
nation, and an equal and civilised soci-
ety", which, as with human development,
is a vision that puts people first.

Human development is not simply a
technical challenge with technical solu-
tions. Human development involves deep
and profound changes to institutional
and governance structures, and there
fore requires broad-based awareness

MESSAGE FROM UNDP VIET NAM

and popular support. Thus, only a
Human Development Report and strate-
gy that is nationally-led and nationally-
formulated with broad-based participa-
tion can be expected to be truly effective.

For these reasons, this Report adopt-
ed the principle of "national ownership"
from the very outset. UNDP was a part
ner in producing this report, but it was
truly a minority partner. Foreign inputs
have been minimal; advisory and editor-
ial. It has been a challenging learning
and capacity building experience for all
concerned. But it has also been essential
to produce something that is read and
extensively discussed in Viet Nam to
ensure lasting impact. This approach sets
the tone for future human development
research in Viet Nam, which we are keen
to support.

Although, in many ways the process
of producing this report has been more
important than the product, I am con-
vinced that you will find this report of
great interest. From a typically
Vietnamese perspective, it highlights the
achievements of the past, analyzes the
challenges of the future, and proposes a
wide range of concrete policy measures
to further enlarge all people's capabili-
ties and choices. For the first time, it pre-
sents human development indices for all
provinces in Viet Nam, which provide
useful insights to the geographic dispari-
ties in human development within the
country. These provincial indices also
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provide interesting benchmarks against
which future progress and policy impact
should be measured.

This abridged English translation,
which is based upon the much fuller
Vietnamese version, has been prepared
to serve the English reader. I wish to

greatly thank all those who have provid-
ed ideas, inspiration and put in hard
work during the exciting and demanding
preparation of the Viet Nam Human
Development Report 2001.

iy

EDOUARD A.WATTEZ
Resident Representative
UNDP Viet Nam
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The Making of the First Nationally-led

Human Development Report Viet Nam

Thisis the first Vietnamese-led and - produced Human Development Report on Viet Nam, prepared by a
broad group of independent national specidlists, and sponsored and supported by the United Nations
Development Programme (UNDP). The preparation of the Report has had an impact which goesfar beyond
the Report itself, since it has substantialy contributed to capacity-building, institutional strengthening, data
collection and upstream policy advice.

The preparatory process started in Spring 1999, when, after comparing mandates and capacities, the
National Centre for Social Sciences and Humanities (NCSSH) was selected as the executing agency for
themission. A few months|ater, the Prime Minister gave Government approval to preparethefirst nation-
aly-led Human Development Report and officially designated NCSSH to be focal point for the project.
In the late Autumn of 1999, the project officialy started when NCSSH and UNDP signed an officia
Memorandum of Understanding. This has meanwhile led to the establishment of a special Human
Research Ingtitute. A Steering Committee was set up, consisting of representatives from key Government
agencies, to advise on and help guide the preparation process. At the same time, an NHDR research and
drafting team was assembled, while the data gathering for the calculation of human development indices
for all provincesin Viet Nam started. A number of international human devel opment publications, includ-
ing the global HDR 1999 on globalization, were trandated into Vietnamese and widely disseminated. To
facilitate the research, UNDP provided the initial analytica and policy framework for analyzing and
assessing the doi moi reform process in terms of its contribution to expanding choices to improve peoc-
ple's overall well-being in Viet Nam.

Over the subsequent months, fourteen background papers were prepared by national experts and dis-
cussed at a conference on human development and doi moi reforms in March 2000. Among the more than
one hundred participants were many high level officias, including members of the Strategy Preparatory
Group for the new Ten Year Socio-Economic Development Strategy 2001-2010. This has most certainly
contributed to the fact that in the fina version of the Strategy, endorsed by the Party Congress in April
2001, “asubstantial improvement in Viet Nam’s human development index” is explicitly included as one
of the main goals for the next decade.

Over the next six months, draft chapters were prepared on the basis of working papers and conference
proceedings. The activities included aweek-long retreat in Tam Dao of the main authors and a subsequent
workshop on globalization, which was becoming a topic of intense debate in Viet Nam. Towards the end
of the year 2000, the composition of the NHDR team was adjusted in order to further enrich the first draft.
On the basis of an extensive round of consensus building, the second version, including a trandation into
English, was ready just before the Party Congress. The last few months were used to produce an English
summary report, make final adjustments in the Vietnamese version, and to improve the presentation of the
main findings, including the human development indices. During a concluding workshop on 19 October
2001, some further refinements were proposed and have subsequently been incorporated in the final draft
. The Report will be widely disseminated to encourage discussion and debate.

The intensive preparation of the first nationally-led Human Development Report has brought
researchers together, enhanced the awareness and knowledge of human devel opment issues among policy-
makers, and paves the way for more human devel opment research and advice in the near future.

THE MAKING OF THE FIRST NATIONALLY-LED HUMAN DEVELOPMENT REPORT VIET NAM
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Overview

his Report is about human devel-
I opment in Viet Nam. It attemptsto
provide an insight into Viet Nam’'s
development process in its modern histo-
ry, especialy during the reform process
known as doi moi. The reader will find
that through its process of founding and
building the nation, Viet Nam has been
trying to determine and to pursue a devel-
opment path that could bring happiness to
al of its people. To many Vietnamese,
therefore, the concept of human develop-
ment as expanding people's capabilities
and choices, as developed by the United
Nations Development  Programme
(UNDP), is not really new (see chapter 1).
Nevertheless, there has sometimes been a
gap between sound policies and their
practical implementation, which dimin-
ished their positive impact on the well-
being of the people.

The doi moi reform process, which
started in the mid-eighties, provided a new
framework for realizing human develop-
ment objectives. As a process of expanding
choices for people to improve their well-
being, doi moi brought about significant
changes in the people’s opportunities to
work, to learn, and to enjoy a meaningful
life. Farmers were granted more freedom
to manage and work the land and to deter-
mine what crops to cultivate. Consumers
gained better access to markets with wider
varieties of goods and services. State-
owned producers began facing ‘harder
budget constraints' but were also allowed
greater autonomy as regards what to pro-
duce and to whom to sell. These enlarging
choices and opportunities have unleashed

OVERVIEW

the energy and creativity of many
Viethamese people, leading to impressive
human devel opment achievements, notably
in terms of poverty reduction. Chapter 2
gives a detailed account of these achieve-
ments. The doi moi reform process has
clearly resulted in a substantial improve-
ment in the well-being of the vast majority
of Vietnamese people. One of the key
lessons that Viet Nam has learned from its
own experience with the doi moi process is
that expanding people's capabilities and
choices is an effective means for realizing
the country's noble goals of development.
Nevertheless, Viet Nam still faces enor-
mous challenges, which form the main
topic of chapter 3. They stem from the real-
ity that Viet Nam is undergoing a triple
transformation process. from war to peace,
from central planning to a market econo-
my, and from isolation and estrangement to
international integration. Recent new sta-
tistical evidence of widening disparities
presented in chapter 3 suggests that main-
taining equity is an emerging new chal-
lenge facing the country, and will call for
policies and institutional changes that fur-
ther broaden and deepen people's participa-
tion in the development process. In addi-
tion, based on a rich new data base of
provincia level human development indi-
cators, chapter 3 also highlights how the
human development situation varies
markedly across the country, calling for
different policy approaches at the loca
level. While the level of income and
human development tend to be positively
related across most provinces, there are a
significant number of provinces where a

As a process of expand-
ing choices for people to
improve their well-being,
doi moi brought about sig-
nificant changes in the
people’s opportunities to
work, to learn, and to
enjoy a meaningful life.

Maintaining equity is an
emerging new challenge
facing the country, and
will call for policies and
institutional changes that
further broaden and deep-
en people's participation
in the development
process.



The essence of the
human development
approach is that it treats
an expansion of human
choices as the end of all
development efforts.

relatively high level of human develop-
ment has been generated despite a low
level of provincial income. Notably, relat
ed statistical evidence appears to suggest
that a given level of provincial income can
generate a higher rate of return in terms of
human development, the more equitable is
the distribution of such income. This may
also explain why Viet Nam has been able
to generate a higher level of human devel-
opment for the nation as awhole than most
other developing countries of similarly low
incomes. Chapter 4 argues that, in light of
experience and evidence to date, the doi
moi process needs to be deepened. The
chapter presents a variety of concrete poli-
cy recommendations.

The Concept of Human Development

Chapter 1 starts with a discussion of the
essential concepts of the human develop-
ment approach, thus laying the conceptual
foundation of the report. The human devel-
opment approach has been rediscovered in
the course of the twentieth century and has
become increasingly popular over the last
decade. The essence of the approach is that
it considers income expansion as an impor-
tant means to development, but treats an
expansion of human choices as the end of
al development efforts. The most critical
of the wide-ranging choices that people
may value, are to live a long and healthy
life, to be educated, and to have access to
resources needed for a decent standard of
living. Human development can aso be
expressed in terms of enlarging people’'s
capabilities, that is, people’ s ability to real-
ize what they may value doing or being. As
with choices, the concept of capability
clearly embodies a notion of people's free-
dom to determine their overall well-being.
Furthermore, human development is not
only about the formation of human capa-
bilities, such as improved health, knowl-
edge and skills, but also about the use that
people make of them in productive, social

and political activities. Only if human
development succeedsin balancing the for-
mation and use of human capabilities, will
human potential be fully realized. This can
be illustrated by the success of the East
Asian economies in promoting an enabling
environment for the exertion of people’'s
choices. These countries not only invested
heavily in basic capabilities, but people
were also enabled to utilize these capabili-
ties because of the policies pursued to gen-
erate broad-based and rapid growth, and
ultimately to increase peopl€e’ s choices.

There arefive distinctive features of the
human development approach. First, peo-
ple are clearly moved to centre stage.
Development needs to be analyzed and
understood in terms of people, to what
extent they participate in it or benefit from
it. Secondly, people should not only be
considered as means, but also as ends of
development. The human development
approach should therefore not to be con-
fused with human capital or human
resources theories. The third core notion is
empowerment. People should not be treat-
ed as passive beneficiaries, but as pro-
active participants in the activities, events
and processes that shape their lives, which
in itself reflects the exertion of a highly
valued choice. Fourthly, the approach puts
emphasis on equal opportunities for all
people regardless of race, class, religion,
sex, and nationality and underscores the
importance of intergenerational equity and
environmental sustainability. Finaly, the
human development approach is compre-
hensive. It refers to the expansion of peo-
ple's choices in all aspects of life, includ-
ing economic, political, social, environ-
mental, and cultural aspects.

‘Doi Moi’ and Human Development

The chapter continues by arguing that the
socio-economic policies that have been
pursued in Viet Nam, particularly since the
launch of the doi moi (‘renovation’)
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process in the mid-eighties, can largely be
considered as an implementation of the
human development approach. Before the
reforms, Viet Nam had already recorded
relatively favourable social development
achievements, relative to other countries
with a similarly low level of income, par-
ticularly in terms of educational attainment
and health services. Considerable human
resource development In many respects,
the pre-doi moi period was one of where
the capabilities of much of the population
were improved through basic literacy and
access to basic health facilities. Yet, in the
economic sphere the expansion of people's
capabilities and choices was severely hin-
dered due to maintaining the central plan
ning mechanism for too long. That resulted
in material hardship and widespread
poverty and ultimately led to severe eco-
nomic stagnation in the mid-80s. In
response, the Sixth Congress of the
Communist Party of Viet Nam in 1986
launched the doi moi reform process. The
reforms did not imply a change in devel op-
ment goals asthe socialist orientation con-
tinued to be viewed as superior in meeting
peopl€’ s needs. This orientation was clear-
ly reflected in the new slogan: “rich peo-
ple, astrong nation and an equal, democra
tic and civilized society”. What it did
intend to change was the approach to
development. Preserving the socialist ori-
entation, the new policy was to support the
establishment of a market economy togeth-
er with an active integration into the world
economy. The human development results
of the doi moi process are impressive, par-
ticularly in the socio-economic domain,
and bode well for its capacity to take up the
many challenges that remain.

Globalization and Human Development

The last section of the chapter puts Viet
Nam’'s human development achievements
in the context of globalization. Driven by
technological change and trade liberaliza

OVERVIEW

tion, globalization has led to a shrinking of
time and space with new markets, new
tools, new institutions, new rules and new
values. Globalization has played an impor-
tant catalytic role in promoting growing
prosperity and poverty reduction in many
countries, but actively engaging in global
integration per se does not guarantee suc-
cess. Truly successful integration will
require proactive policies and timely
preparation in order to maximise the bene-
fits for and minimise risks to the well-
being of a nation's people.

The relatively liberal and ‘open door’
policies of many Asian countries may
again serve as a good example. Some of
the ‘miracle’ economies of Asia have
shown that catching up with the devel oped
economies within 40-50 years is possible,
and have done so through rapid integration
into the world economy. The major under-
lying factors of this success include sound
macro-economic policies, a strong reliance
on domestic savings, export-led develop-
ment based on comparative advantage,
opening up the economy to international
trade and investment, actively supporting
an enabling environment for private sector
development and heavy investment in peo-
ple's capacities, while preserving modest
incomeinequalities.

The validity of these factors was not
undermined by the financial crisis that hit
the Asian economies in 1997, in itself
being an obvious recent example of the
potential destabilising impact of globaliza-
tion. It shows that volatility and instability
are inherent features of today’s global
financial system and that resilience and
flexibility are crucial to weather the crisis.
Those Asian economies that escaped rela-
tively unscathed were either flexible and
well-integrated, or were only weakly finan-
cialy integrated like Viet Nam. Secondly,
the crisis showed that opening the financial
system to the world, especially for short-
term capital flows, should be proceeded
with care when domestic financial institu-
tions and prudential supervision of the

Doi moi did not imply a
change in development
goals, as the socialist ori-
entation continued to be
confirmed as superior in
meeting people’s needs.
What it did change was
the approach to develop-
ment.

Globalization has played
an important catalytic role
in promoting growing
prosperity and poverty
reduction but truly suc-
cessful integration will
require proactive policies
and timely preparation in
order to maximise the
benefits for and minimise
risks to the well-being of a
nation’s people.



Global integration can
open the path to sustain-
able development — to
‘catch up’ — but the speed
of the journey is deter-
mined by the strength of
those who are walking.

financial sector is weak, a situation which
can be further exacerbated by State-influ-
enced lending practices. Thirdly, a number
of the problems that the Asian countries
faced during the crisis arose only partly
because governments did too much in
some areas, and mainly because they did
too little in a number of other areas where
the State has an important role to play.
When it comes to minimizing the risks
from information failures, by ensuring that
essential information from the market is
made available, and by enforcing legal
requirements related to transparency,
accountability and reporting of corpora
tions, the State has an essential roleto play.

Although the Asian crisis has had a sig-
nificant effect on Viet Nam, especialy
through the slowing down of exports and
foreign investment inflows, overal Viet
Nam has dealt with the crisis reasonably
well. The country was able to avoid most
of the trouble by steering clear of interna-
tional financial markets, maintaining strict
controls on foreign exchange transactions,
and relying chiefly onforeign direct invest-
ments for foreign capital rather than liquid
portfolio investments and short-term debt.
Further openness will have to be managed
carefully. At the same time, it should be
underlined that not opening up, or keeping
restrictive trade barriers in place, may
involve considerable costs.

Growing inequality is another risk that
is often associated with globalization.
However, it is hard to establish a systemat
ic link between (changes in) trade and
(changes in) income distribution. Available
data suggests that emerging market coun-
tries that are highly integrated into the
global economy often, but not always,
exhibit a much more egalitarian income
distribution than emerging market nations
that are characterized by a low degree of
integration. The level of income disparity
in an economy is likely to have more to do
with history, economic growth, price and

wage controls, welfare programmes, and
education policiesthan it does with global -
ization or trade liberalization alone. (In the
case of Viet Nam, recent evidence on dis-
parities is analyzed in chapter 3.) In any
case, in order to benefit from trade, poor
people will need to interact with markets,
which requires both infrastructure invest-
ments and institutional measures. It is also
clear that, especialy in the long run, pro-
tection rarely helpsthe poor. Sound macro-
policies together with targeted policy inter-
ventions are considered more effective.

Globalization involves greater cultural
integration. Although this to some extent
may come at the expense of cultural diver-
sity, it is expected that a well-entrenched
sense of culture and nationalism will not be
‘blown away’, while there are great bene-
fits attached to cultural exchanges. There
are also some unfounded fears that global-
ization will undermine the country’'s
national sovereignty. At the same time,
however, it cannot be denied that countries
engaging in successful international inte-
gration need to implement certain reforms
and policies that will unavoidably con-
strain the scope for some kinds of econom-
ic policies.

Among other requirements, successful
integration demands a flexible economy
that can respond quickly and effectively to
any fluctuations in the process of global-
ization. But rather than a surrender of
national sovereignty, this should be seen as
an exercise of sovereignty, to strengthen
the nation’s capacity to determine its own
future. This in turn demands new capaci-
ties and new ways of thinking of both the
Government of Viet Nam and the
Vietnamese people. As the chapter con-
cludes: “global integration can open the
path to sustainable development —to ‘ catch
up’ — but the speed of the journey is deter-
mined by the strength of those who are
walking”.
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Institutional Reforms and Human

Development

Chapter 2 reviews in greater detail the
results of the reformsthat have been imple-
mented over the last two decades. The
reforms have focused on the improvement
of the enabling environment and have con-
siderably expanded people’'s choices. This
policy and institutional reform process
started in agriculture. Land reform in the
1980s and early 1990s, especially the
return of land to farm households from
large centrally-controlled state coopera-
tives, provided the rural population with
much greater choice on how to best use and
manage agricultural land. Along with
macro-economic reforms such as price lib-
eralization and exchange rate unification,
and investments in rural infrastructure and
area development, this promoted both
domestic and international trade.

As aresult of booming rice production,
the country has been transformed from
being a net importer of rice in the mid-
1980s to the world’s second largest rice
exporter. In addition, farm households
started to diversify towards higher value-
added cash crops, like coffee, tea and rub-
ber. Although international trade has
brought great benefits, it has also increas-
ingly exposed farmers to fluctuations in
international prices of commodities such as
coffee and rice, which became painfully
clear over the past two years. Farmers are
not yet able to sufficiently cope with these
risks, for instance through further crop
variation, income diversification, or even
commercial hedging.

In hindsight, agriculture turned out to
be relatively well placed to respond to the
incentives created by reforms. In this
sense, the transition in Viet Nam has been
quite different from that in Central and
Eastern Europe and the former Soviet
Union. These countries were not densely
populated rural economies, but highly,
albeit inefficient, industrialized economies.
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Dismantling the old industrial structure
involved problems of time, sacrifice, costs
and politics with which China and espe-
cially Viet Nam had much less to contend.
This is not to deny that sectors other than
agriculture were also subject to institution-
a reforms and that, especially in the State-
dominated industrial sector, further
reforms will be warranted.

During the nineties, employment in
Viet Nam grew by more than one million
people a year, or at an annual rate of over
three per cent, which was significantly
higher than in previous decades. Two
lessons can be learned from this great suc-
cess. First, the transition to a market econ-
omy and a more open economy has been
very effective in unleashing much of the
potential of the Vietnamese people.
Although still subject to a relatively
unfavourable environment, the private sec-
tor turned out to be most efficient in creat-
ing new and sustainable jobs. Promoting
the private sector is therefore a crucial
component of aviable human devel opment
strategy. Secondly, the State has to
acknowledge that it is no longer the only or
best provider of jobs. Instead, it will have
to focus on a more indirect role by estab-
lishing and supervising institutions that
facilitate a proper functioning of the labour
market. Needlessto say, the State will need
to keep its responsibility, to ensure the
availability of accessible and affordable
socia services, particularly for the poorest
and most vulnerable groups, for example
through the effective development and
implementation of the National
Programme on Hunger Eradication,
Poverty Reduction and Job Creation.

Poverty Reduction in the Nineties

Prior to the adoption of the ‘doi moi’ poli-
cies, poverty was widespread, and well
over seventy per cent of the population was
impoverished. This was due to an evident
lack of choices and opportunities for peo-

The private sector turned
out to be most efficient in
creating new and sustain-
able jobs. Promoting the
private sector is therefore
a crucial component of a
viable human develop-
ment strategy.



Doi moi should not be
regarded merely as an
economic reform package
to master the crisis in the
mid-80s. In effect, doi moi
is a comprehensive pro-
gram aimed at overcom-
ing poverty and further
developing the country.

ple to generate and increase incomes, par-
ticularly because of the dominance of the
central planning mechanism. A second and
related factor was the strong emphasis on
job security and equa living standards,
undermining people's work incentives.
Thirdly, peopl€’s capabilities were not ade-
quately developed to cope with risks. Most
of the people in Viet Nam live in rural
areas and rely on agriculture and they lack
amargin of security against overwhelming
contingencies, such as drought, floods,
storms and other hazards. This was related
to the low use of modern technologies,
insufficient diversification and limited
financing capacity.

The doi moi process should not be
regarded merely as an economic reform
package to master the crisis in the mid-
1980s. In effect, doi moi is also a compre-
hensive program aimed at overcoming
poverty and further devel oping the country,
recognizing that the central planning
mechanism was no longer suitable to
ensure the realization of human develop-
ment objectives. The achievements in
reducing poverty in Viet Nam have been
impressive, by any standard. Based on an
internationally-comparable poverty line,
poverty incidence fell from well over 70%
in the mid-1980s to 58 per cent in 1993 and
further to an estimated 37 per cent in 1998.
In urban areas, poverty declined from 25
per cent in 1993 to 9 per cent in 1998,
whereasin rural areas, it decreased from 66
to 45 per cent.

Looking at other aspects of human
development, especially health and educa-
tion, Viet Nam scores considerably higher
than other countries with similarly low
incomes. This is probably due to the com-
paratively low level of income inequality
and the high priority the Government has
attached to investing in the social sectors.
Adult literacy has risen to 94 percent and
net school enrolment rates now amount to
92 and 74 per cent for primary and lower
secondary schools, respectively. Children
belonging to the ethnic minority house-

holds have been catching up in terms of
enrolment rates, while gender inequalities
have narrowed. Stimulated by higher
salaries for skilled workers, tertiary educa
tion has gained popularity and an increas-
ing number of students are studying
abroad, while new forms of education,
such as private and semi-public schools,
have emerged. At the same time, enrol-
ment, attendance and completion rates are
unsatisfactory and relate to the increasing
private costs of school participation.
Quality of education and teaching staff is
another serious concern. Traditional meth-
ods of teaching rely heavily on rote learn-
ing. Primary and secondary schools still
put much emphasis on memorizing facts,
usually with little opportunity to be cre
ative and to express thoughts and ideas.
There is a need to modernize the knowl-
edge system to make Viet Nam the knowl-
edge-based economy it aspires to be.

During the doi moi reform period, pop-
ulation policies and family planning pro-
grammes were intensified and implement-
ed on a larger scale, which together with
the generally improved living conditions,
led to a sharp slowing down of population
growth. The Government now intends to
gradually move away from fertility control
and family planning towards a policy that
focuses on free, well-informed choices
through access to high quality reproductive
health care services and the provision of
appropriate information. Such a move
would imply that population policy would
become congruent with the human devel-
opment perspective.

In the health sector, doi moi further
expanded and improved the existing three-
tier health system. The immunization pro-
grammes in particular have been highly
successful. Today’s official health policy
comprises three key elements:. (a) it
prefers ‘prevention to cure’, (b) combines
‘traditional and modern medicine’ and (c)
calls for a ‘joint contribution by both the
State and people’. During the reform peri-
od, the health insurance scheme was
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extended and now covers approximately
twelve per cent of the population. A rela-
tively new phenomenon is the emergence
of the private sector and most notable is
the increasing number of private chemists.
Although the rise in the availability of
pharmaceuticals has in principle widened
people’'s choices, it has also contributed to
irrational drug use, an increase in anti-
microbial resistance and to growth in pri-
vate expenditures on health, which
amounts to no less than about 80 per cent
of total health expenditures.

Doi moi may be marked as a turning
point in the area of information and cul-
ture. There has been a significant
improvement in provision of and accessto
different kinds of information, while mod-
ern information and communication tech-
nology (ICT) and the Internet have gained
popularity. In this field, however, Viet
Nam still lags much behind its own ambi-
tions as well as many neighbours in the
region, and there is strong need for more
rigorous policies.

Overal, the doi moi reform process has
substantially expanded people's choices,
and also built further upon the develop-
ment of people's capabilities which was
aready well advanced from the pre-doi
moi period. All of this has been reflected in
significant improvements in the Human
Development Index (HDI) and Human
Poverty Index (HPI). With regard to the
HDI, which combines progress in terms of
income, health and education, Viet Nam
now ranks 101st out of 162 countries
world-wide, which is behind China and the
Philippines, but ahead of Indonesia and
India. Due to the country’s still relatively
weak performance in terms of access to
safe water and child malnutrition, its rank-
ing based on the HPI is somewhat less
favourable, notwithstanding the progress
made over recent years. But as noted
before, relative to its income per capita,
over the last fifteen years Viet Nam has
clearly become somewhat of a success
story in human development.
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Nevertheless, there are at least three
reasons not to be complacent. First of al,
many human development challenges
remain since Viet Nam is still a poor coun-
try by international standards, despite
being mid-way through its transition
process. Secondly, as highlighted and ana-
lyzed in chapter 3, national averages
obscure the significant human develop-
ment disparities by region, ethnicity and
gender. Thirdly, the doi moi process has
inflicted significant damage upon the nat-
ural environment in terms of bio-diversity
loss, solid waste, air pollution and degrada-
tion of forests, water and marine resources.
Viet Nam’'s path to further industrialization
and modernization will need to be more
environmentally sustainable, in order to
ensure that future generations will have
opportunitiesand aquality of life at least as
good as the current one.

Human Development Challenges

As outlined in Chapter 3, the main goals
of the Ten Year Socio-Economic Strategy
2001-2010, approved by the Party
Congress in April 2001, include doubling
GDP, eliminating hunger, rapidly reducing
poverty, increasing life expectancy, uni-
versal lower secondary education, and,
notably, a substantial improvement in the
country's HDI. Consistent with the human
development perspective, the strategy
underscores the importance of forming
and upgrading peopl e’ s capabilitiesaswell
as enabling people to put them to use in
order to build the foundations of “a rich
people, a strong nation and an equitable,
democratic and civilized society”.
However, the easy gains in poverty reduc-
tion are probably over, and it will require
great efforts for Viet Nam to fulfil its
objective of reducing its poverty substan-
tialy in the decade ahead, even if econom-
ic growth continues at its robust rate of
around seven per cent annualy. The
Government will need to pay more atten-

National averages obscure
the significant human
development disparities by
region, ethnicity and gen-
der.

Recent new evidence
using income data sug-
gests that income
inequality may be rising
more rapidly than earlier
estimates indicated. This
will present a new chal-
lenge for policy-makers.



Easy gains in poverty
reduction are probably
over, and Viet Nam will
need great efforts in
reducing poverty in the
more remote and isolated
areas of the country.

It is very much recom-
mended that policy-mak-
ers take into account
provincial HDIs and HPIs
when formulating new
socio-economic policies
and allocating public
expenditures across the
country.

tion to geographical disparities, particular-
ly the many pockets of deep and persistent
poverty in rural and remote areas.

Chapter 3 argues that while economic
growth in the 1990s has been very good for
the poor in Viet Nam, it could have been
even better if the fruits had been shared
more evenly. Although still relatively low
by developing country standards, recent
new evidence using income data suggests
that income inequality may be rising more
rapidly than earlier estimates indicated
based on expenditure/consumption data.
This will present a new challenge for poli-
cy-makers. Based on detailed income data
by province and urban authority, the gini
coefficient for Viet Nam appears to have
risen significantly from 35.6 in 1995 to
around 40.7 in recent years. While this is
around the same level as China's income-
based gini coefficient of 40.4, it may be of
some concern that Viet Nam appears to be
reaching such inequality much more quick-
ly and at a much lower level of average
income per capitathan China. (Earlier esti-
mates of Viet Nam's gini coefficient using
expenditure data from the VLSS surveys
suggested that inequality had risen only
modestly from around 33.0 in 1993 to
some 35.2 in 1998.) Based on income data,
more than half the country's provinces (31
out of 61) experienced an increase in mea-
sured income inequality by at least 10-per-
centage points during the four years
between 1995 and 1999. Only nine out of
sixty-one provinces experienced a decline
in their income-based gini coefficients, and
at amodest rate except for Bac Can.

Income, however, is only part of the
development story. And here in Viet Nam,
disparities have been found not only in
terms of income but also in other human
development dimensions. For the first time
ever, this Report presents HDIs and HPIs
for all 61 provincesin Viet Nam. Two gen-
eral lessons can be learned from this exer-
cise. First, aggregate indicators tend to
conceal significant human development
disparities within the country. The South-

East and the Red River Delta are consider-
ably better off than other regions, especial-
ly the North East, North West and Central
Highlands. While good provincial per-
formers can compare favourably with
countries like Hungary and Estonia, poor
performers do not score much higher than
Laos, Nepal and Bhutan. Secondly, an
analysis that focuses on income differen-
tials may lead to different policy conclu-
sions than one that is based on disparities
in human development. Similar conclu-
sions are drawn from the maps on existing
gender gaps throughout the country.
Gender inequalities vary significantly
across the country; they are higher the fur-
ther provinces lie away from the four major
urban areas. Hence, when designing new
policies to promote people's well-being,
one has to go broader (by considering
more than just income) as well as deeper
(by looking not only at national averages).
In thisregard, it is very much recommend-
ed that policy-makers take into account
provincial HDIs and HPIs when formulat-
ing new socio-economic policies and allo-
cating resources across the country.
Chapter 3 continues by discussing the
major challenges the country faces in
achieving these ambitious goals, with a
specific emphasis on the role the State has
to play in this respect. The first is further
economic integration, predominantly dri-
ven by multilateral and bilateral trade
agreements, and Viet Nam’'s ambition to
become a WTO-member. It isunlikely that
the country could replicate its past growth
performance without a deepening of trade
and investment relations. The enactment of
the New Enterprise Law, amendments of
the Law on Foreign Investment and the
implementation of the Action Programme
supporting small and medium enterprises
have recently improved the investment and
business climate, but more needs to be
done. The competitiveness of the economy
remains weak, and the absorption of mod-
ern technologies is limited. Increasing
international economic integration also
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implies that protecting and heavily subsi-
dizing existing SOEs will become increas-
ingly difficult and unsustainable.

Employment creation remains one of
the greatest challenges for the next decade.
Every year another 1.4 million people will
enter the labour market, SOE-reforms will
lead to new redundancies, and underem-
ployment is still high, especialy in rural
areas. Against this background, it isworry-
ing that Government policies, either direct-
ly or indirectly, often still favour the devel-
opment of capital-intensive industries at
the expense of labour-intensive activities,
which seriously hinders an employment
friendly growth process. Experience in
recent years shows that the private sector is
by far best placed to provide the necessary
new jobs, aso in rura areas. The New
Enterprise Law, which became effective in
January 2000, has bolstered the domestic
private sector. The new Law significantly
lowers the costs and administrative burden
of setting up a private enterprise by simpli-
fying and removing more than a hundred
licensing requirements and related fees.
During the year 2000 alone, 14,400 new
small and medium sized enterprises and
140,000 household businesses were regis-
tered, with 500,000 new jobs created.
Preliminary indications for the year 2001
indicate a similarly large increase in new
enterprises and related jobs.

Thereis also an urgent need to increase
the knowledge and skills and hence the
productivity of existing and new workers
through vocational and on-the-job training.
In this regard, the education and science
system is in need of major overhaul. The
curriculum should be modernized to bal-
ance learning and practising. In addition to
an expansion of the number of teachers, the
quality of staff needs to be upgraded and
consideration needs to be given to revising
the incentive system. Investment in build-
ings and modern equipment is inadequate.
Redressing this shortfall is especially
urgent in rural and remote areas given the
large education gaps in these areas. The
science and technology sector is large, but
not very effective due to the increasingly
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outdated knowledge and skills of person-
nel, outdated equipment, and lack of link-
ages with the business sectors. As a first
step to speed up technological develop-
ment, the Government has established a
number of high-tech centres. Access to the
Internet is still fairly limited due to high
costs, fees and regulatory controls.

The State can also directly contribute to
the reduction of poverty through the effec-
tive alocation of public expenditure, that
is, financing public infrastructure, provid-
ing public services and implementing anti-
poverty programmes. Finally, the State has
a specia responsibility when it comes to
protecting the environment. Public aware-
ness of environmental issues needs to be
promoted and environmental considera
tions need to be integrated into economic
decision-making. Furthermore, there is a
need to implement and enforce relevant
laws and to further teach and implement
the concept of sustainable environmental
management to government  staff.
Moreover, there is aneed to implement and
enforce relevant laws as well as to upscale
the capacity of government staff for sus-
tainable environmental management.
Public funds for the environment should be
increased, possibly in combination with
user fees, while the Government, together
with international organizations, should
step up efforts to benefit from international
environment funds.

Deepening the doi moi process

Based on the analysis in previous chapters,
chapter 4 focuses on five key components
of a comprehensive strategy to enhance
human development in Viet Nam: (i) accel-
erating institutional reforms, especially for
the more effective implementation of
sound policies and laws; (ii) furthering
economic restructuring; (iii) promoting
rural development; (iv) reforming educa-
tion and training, science and technology;
and (v) expanding and improving public
services.

Employment creation
remains one of the great-
est challenges for the next
decade. Every year anoth-
er 1.4 million young peo-
ple will enter the labour
market.



Enabling the further
development of the pri-
vate business sector will
be very important for
achieving the ambitious
socio-economic and
human development tar-
gets Viet Nam has set for
itself.
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Institutional reforms will involve a fur-
ther improvement of the legal framework,
clarifying the ‘rules of the game’ in an
open, market-oriented economy. This
includes the development of markets such
as the labour market and the real estate
market. It is also imperative to establish a
truly level playing field for all economic
sectors. Rather than making amendments
to the various laws that regulate business
activities of different sectors, a unified law
for all businesses should be made.
Furthermore, there is an urgent need to
review laws such as the Land Law, Labour
Code, Bankruptcy Law, and the Law on
Banking and Financia Institutions, while
new laws will have to be developed,
including a Competition Law, Law on
Intellectual Property Rights, and aLaw on
E-commerce. These new laws should be
consistent with existing laws, international
standards and bilateral and multilateral
commitments. Taken together, this
demands an in-depth review of all regula-
tions pertaining to international trade and
investment.

Improving laws alone cannot guarantee
a better business climate or a level playing
field. Laws need to be enforced effectively,
which would be part of a bigger package of
legal system and public administration
reforms. At the same time, wider participa-
tion of the public into social, economic and
political life needs to be promoted. Thisis
worth pursuing for its own sake, that is to
empower people, and will aso encourage
the State apparatus to improve its perfor-
mance. A prime task is thus to accelerate
public administration reform and to imple-
ment grassroots democracy. This would
further help to realize the doi moi principle
‘people know, people discuss, people do
and people review’. Awareness raising and
public education is essential to ensure that
people better understand their rights, enti-
tlements and obligations. It will aso help
people to mitigate bureaucratic constraints,
corruption, "undemocratic behaviour" and
other such abuses.

In regards to economic reforms,
enabling the further development of the
private business sector will be very impor-
tant for achieving the ambitious socio-eco-
nomic and human development targets Viet
Nam has set for itself. Although the New
Enterprise Law has considerably con
tributed to a better environment for the pri-
vate business sector, efforts need to be
intensified to ensure that the Law is effec-
tively implemented at local levels through-
out the whole country, together with fur-
ther deregulation and other initiatives. The
importance of local authorities is shown by
initiatives undertaken by some dynamic
localities which have resulted in a wider
spread of productive private activities.

The Government should also pursue
further SOE-reforms and level the playing
field with other forms of business, includ-
ing in the financial sector, where State
domination is still heavy. These reforms
are also urgent in light of commitments
Viet Nam has made through multilateral,
regional and bilateral trade agreements. In
this respect, the Government should work
out a comprehensive Economic Integration
Action Plan to implement the agreements
towhich Viet Nam isor will become a part,
focusing on policy, legislation and institu-
tional issues as well as dealing with pro-
found fiscal and social consequences. Asto
the latter, the Government should consider
a careful sequencing of trade and invest-
ment reforms that the poor in particular
depend upon. A concrete example would
be to give priority to liberalization of
inputs for farmers such as fertilizers and
seeds, which would enable farmers to
cushion the possible negative impact of lib-
eralization that they will have to face in
other aress.

In the area of rural development, it is
important that land use rights, especially
the right to transfer and the right of mort-
gage, are effectively enforced. Other insti-
tutional measures include the further
reduction of state monopolies and lowering
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remaining barriers to agricultural markets.
This would make the market more compet-
itive and improve the bargaining power of
small farmers. The Government should
aso further support farmers, including the
relatively new and promising form of
estate farming, through the provision of
information, better extension services, pro-
motion of new technologies, improved
infrastructure and rural-urban transport,
and higher quality alternative supporting
services, especially in more remote areas.

Although in many sectors the role of
the State will gradually change towards
facilitation (rather than both "steering and
rowing the boat"), it will maintain prime
responsibility in the provision of public
goods and public services, notably educa-
tion, health, social safety nets and the nat-
ural environment. Nevertheless, the
respective roles and responsibilities of the
State and non-State sectors have to be
defined more clearly in these areas aswell.
In education for example, the Government
is responsible for ensuring universal pri-
mary and lower secondary education,
whereas private parties may play a con
structive role in the provision and financ-
ing of higher level education and voca-
tional training. Rigorous measures are also
necessary to start building a knowledge-
based economy in Viet Nam. The number
and quality of small and medium sized
enterprisesis still far too limited to propel
the country up the value-added chain,
while state control is still dominant in this
sector.

Both in education and health, there is a
need to review the current policy of social-
ization, which disproportionately affects
the poor, and to invest more in the accessi-
bility of services and to upgrade their qual-
ity by setting minimum standards, promot-
ing a culture of service and close monitor-
ing. In the field of reproductive health,
notably with regard to the threatening epi-
demic of HIV/AIDS, the Government

OVERVIEW

should pursue its move towards better pre-
ventive measures, such as counselling and
information, education and communication
practices, a wider choice of contraceptive
methods and the improvement of staff.
Rapid urbanization and increasing migra-
tion, including their impact on public
health and the environment, should be
included in socio-economic policies.

To cope with the downsides of trade
liberalization and economic restructuring,
as well as to manage the risks associated
with natural disasters, there is a need fo
strengthen the social safety net for the most
vulnerable groups. Such strengthening
impliesincreasing the coverage, improving
the targeting, and helping people to better
cope with risks and uncertainties related to
natural disaster, as well as establishing an
adequate disaster rehabilitation system.

Given their inter-linkages, the above
policy recommendations require a compre-
hensive strategy to enhance the formation
of people’'s capabilities and to improve the
enabling environment so that people can
effectively use their capabilities and exer-
cise effective choices. For example, the
ease with which private sector firms can
create new jobs and improve the level of
education and health of the poor is an
important determinant of whether trade
reformswill create employment and lead to
higher incomes of poor households. Private
sector development, in turn, crucialy
depends on public administration reforms,
while the latter requires a bigger role of
people themselves in the formulation,
implementation and monitoring of public
policies and public services, especialy at
the grassroots' level. Without deepening
the doi moi process, the human develop-
ment achievements of the past would be at
risk, and Viet Nam’s vision for the future
would be difficult to realize. But with
deepening reforms, Viet Nam can continue
to be one of the success stories in improv-
ing human devel opment.

A comprehensive strate-
gy is needed to enhance
the formation of people’s

capabilities and to

improve the enabling envi-

ronment so that people
can effectively use their

capabilities and exercise

effective choices.
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his chapter constitutes the concep-
I tual basis of the Report. It compris-
es three sections. The first section
presents the essential concepts of the
human development perspective, which
views the expansion in human capabilities
and choices, rather than the increase in
income and material wealth, as the end of
al development efforts. This approach -
with its philosophical roots going back to
the early leaders of political and economic
thought - has become increasingly popular
over the last decade. In the second section
the focus moves from the conceptual dis-
cussion to the development strategies in
Viet Nam. The socio-economic policies
that have been pursued, particularly since
the launch of the doi moi reforms in the
mid-eighties, can largely be considered as
an implementation of the human develop-
ment approach, while taking into account
the specificities of the country. As Viet
Nam is further integrating into the world
economy and the global society, the final
section discusses some human develop-
ment challenges and risks in the broader
context of globalization.

1.1. THE CONCEPT OF HUMAN DEVELOP-
MENT

EconoMIC GROWTH VERSUS HUMAN DEVEL-
OPMENT

For centuries humankind has been
obsessed by the goal to freeitself of pover-
ty and to achieve better livelihoods for all.
Expanding production capacity and
encouraging economic growth have gradu-
ally become the major objectives of nation-
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The Human Development Perspective

a policy-makers. No doubt, economic
growth is very important in improving
human lives, which is demonstrated by a
huge difference in living standards
between people living in more ‘ devel oped’
countries — largely being the result of
decades of economic growth - and those
living in ‘developing’ countries. For low-
income countries, significant growth rates
will be necessary to overcome widespread
poverty as well as to create the necessary
means for human development. For along
time, growth has been regarded as the
essence of the development process, and a
bias towards the objective of economic
growth seems to have dominated develop-
ment thinking.

With such aview, thereisarisk to over-
look that people are the genuine target of
development; often human beings have
solely been considered as a factor of pro-
duction to contribute to economic growth.
Inequality in terms of choices and the
poverty among certain population groups
have time and again been viewed as being
the necessary costs of economic growth
and development. The social aspects of
development, if at al taken into account,
have often been narrowed down to the need
for redistribution of production outcomes
through the public sector.

By contrast, the human development
perspective adopts a more comprehensive
approach. Although the origins of this
approach go far back into history, it was
rediscovered in the course of the twentieth
century (seebox 1.1). Especially during the
1990s, it has, either implicitly or explicitly,
been accepted by an increasing number of
researchers, policy advisors, politicians
and social practitioners. The first global



Human Development Report published in
1990 defines human development as “the
process of enlarging people’s choices. The
most critical of these wide-ranging choices
are to live a long and healthy life, to be
educated and to have access to resources
needed for a decent standard of living”
(UNDP, 1990, p.1). Though concepts are
aways broader than their measures, the
Human Development Index (HDI) reflects
the essential choices of people by combin-
ing life expectancy, school enrolment,
adult literacy and average income (see
chapter 2).

BOX 1.1

Human Development Rediscovered and Redefined

Mahbub ul Hag and Amartya Sen and have greatly contributed to the rediscov-

ery of the human devel opment approach. This rediscovery isnot anew invention.
It is a tribute to the early leaders of political and economic thought. The redis-

covery of human development became most evident in the publication of the
global Human Development Reports. The definition of human development in
these reports is directly based on the conceptua framework developed by the
Nobel laureate Amartya Sen. He makes the distinction between people's func-

tionings - reflecting the various things a person may value doing or being - and
people's capabilities. Functionings may vary from elementary and universaly
accepted ones such as being adequately nourished and escaping avoidable mor-

bidity or mortality, to more complex ones and personal states, such as being able

to take part in social life and having self-respect. A person's capabilities refer to
the alternative combinations of functionings that are feasible for one to achieve.

In other words, a functioning is an achievement, while a capahility is the ability
to achieve. Functionings are more direct expressions of people's living condi-

tions, whereas capahilities embody the notion of freedom to choose among a
wider set of functionings. A stark example of the contrast often cited isthat “fast-

ing is not the same thing as being forced to starve. Having the option of eating
makes fasting what it is. choosing not to eat when one could have eat." (Sen,

1999, p. 75) The other way of expressing human development, namely as a
widening of people's choices, focuses more specifically on the aspect of freedom.

However, not &l choices available are to be valued. Ultimately, the 'goodness’ of

choices must be valued activities in terms of promoting human well-being.

Source:: Mahbub ul Haqg, 1998. Reflections on human development; Amartya Sen, 1999.
Development as Freedom..

An alternative to defining human devel-
opment isto express it in terms of expand-
ing people's capabilities, that is people’s
ability to achieve. Thisis echoed in the lat

est Vietham Development Report 2001):
“[human development is] the process of
expanding people’s capabilities, the set of
choices people have available, and ulti-
mately the freedoms people enjoy to deter-
mine their overall well-being
(ADB/WB/UNDP, 2000, p.60).” These are
basically two ways of expressing the same
concept (see box 1.1).

THE HUMAN DEVELOPMENT PERSPECTIVE

The essence of the human development
perspective is that it considers income
expansion as an important means, and
treats an expansion in people’'s choices and
capabilities as the end of al development
efforts. In doing so, it performs an impor-
tant service in questioning the presumed
link between expanding income and
expanding human choices. However,
rejecting an automatic and universal link
between income expansion and flourishing
human lives does not imply rejecting
growth itself. Economic growth is essential
to reduce and alleviate poverty. But from a
human development perspective, the quali-
ty of this growth isjust as important as its
guantity. Quantity versus quality is a false
dichotomy. The two are jointly determined
and their interaction is what decides
whether the results will be good, bad, or
indifferent. Aspects of ‘quality’, such as
equality in health and education, good gov-
ernance and environmental protection, are
central to what the poor - and everybody
else - value most in economic progress.
Conscious public policy is needed to trans-
late economic growth into the betterment
of al people'slives.

A further distinction can be made
between the formation of human capabili-
ties, such as improved health, knowledge
and skills, and the use that people make of
their acquired capabilities in productive,
social and political activities. People need
not only the opportunities to form capabil -
ities, but also opportunities to use them.
And if the scales of human development
fail to balance the formation and use of
human capabilities, much human potential
will be frustrated.
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The success of the East Asian
economies is a case in point. These coun-
tries not only invested heavily in basic
capabilities, but were also able to utilize
these capabilities because of policies of
broad based and rapid growth. The forma
tion of capabilities depends on what is
caled an ‘enabling environment’, Or in
other words, an environment that enables
the realization of economic, social and
political opportunities. This includes
access to the resources, means or activities
to form one's capabilities. Opportunities,
in turn, are based on a person’'s entitle-
ments, which are defined as the alternative
bundles of commodities with which a per-
son can establish command, either through
ownership of assets or the ability to trade.
These commodities are only instrumentally
important; the ultimate objective is the
conversion of commodities into human
well-being. To take an example, food inse
curity denotes a lack of entitlement to food
and thus a shortage of food intake.

While opportunities are essential to
form capabilities, the effective, efficient
and sustainable use of capabilities, in turn,
can enhance one's opportunities. In this
way, vicious circles of human deprivation
can be transformed into virtuous circles of
human development. The flip side of
human development is *human poverty’ or
‘capability poverty’, a notion introduced in
the global Human Development Report
1997. This concept goes beyond the tradi-
tional meaning of poverty as a shortage of
income. It reflects a severe failure of basic
capabilities, as measured by the Human
Poverty Index (see further chapter 2).

HUMAN DEVELOPMENT POLICIES

Moving from the concept of human devel-
opment to human development policies, a
first question is why we should promote
human development and poverty reduc-
tion. Above all, human development is an
end itself that needs no further justifica
tion. Secondly, it is a means to higher pro-
ductivity. A well-nourished, healthy, edu-
cated, skilled labour force is the most
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important productive asset. Thirdly, it
reduces the population growth and hence
the population pressure, by lowering the
desired family size. Fourthly, human devel-
opment is good for the physical environ-
ment. The poor are both a cause and the
main victim of environmental degradation.

Fifthly, reduced poverty contributes to a

healthy civil society, democracy, and

greater socia stability ( Streeten, 1994).

Human development policies may be
considered as comprising of five general,

but distinctive features. (i) humanity; (ii)

people as means and ends; (iii) empower-

ment; (iv) equity and (v) comprehensive-
ness. These features will be elaborated
below.

1. Humanity: people are moved to the cen-
tre stage. People' s overal quality of life
is the ultimate end of development.
Development needs to be analysed and
understood in terms of people, to see to
what extent people participate in it or
benefit from it. The crucial issue is
which growth pattern should be chosen
to adequately represent the happiness of
human beings. Besides income, people
have many other interests such as access
to better heath care services, better edu-
cation for their children, better housing
and having freedom to travel and speak.
That the new development thinking tries
to ‘humanize’ international economic
relationsisindeed an achievement of the
human development approach, as being
reflected in the global Human
Development Reports published since
1990 and followed by numerous nation-
a reports all around the world.

2. People are both the means and the ends
of development. The human development
approach should not be confused with
human capital development or human
resource management. A common ele-
ment in these two approaches is that they
both consider human beings - particular-
ly investment in human capital through
education, training, health care and the
like - as the most important driving force
of sustainable economic growth. The

The essence of the human
development perspective
is that it considers an
expansion of people’s
choices and capabilities
as the end of all develop-
ment efforts
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Governments play a crucial
role in promoting economic
growth and ensuring that
growth is conducive to the
expansion of all people’s
capabilities and choices

16

principal difference is that in the human
development approach people are both
the means and the goals of development,
whereas in human capital and human
resource theories, people are mostly
treated as a factor of production or as a
capital resource, albeit the most crucial
one, for the economic development of
society. Although motives differ, the
approaches would have a common inter-
est if there were rigid links between eco-
nomic production (as measured by
income per head) and human develop-
ment (reflected in, for example, the
Human Development Index). However,
these two sets of indicators are not
aways closely related on a worldwide
basis nor in Viet Nam, as will be dis
cussed in greater detail in chapter 3.

3. Empowerment. The human develop-
ment approach is neither paternalistic
nor based on charity or welfare con-
cepts. Development must be aimed at
the enlargement of people’s own choices
and should not be imposed upon them.
Furthermore, people should not be treat
ed as passive beneficiaries, but as pro-
active participants in the activities,
events and processes that shape their
lives, which in itself reflects the exertion
of ageneralised highly valued choice.

4. Equity. The human development
approach refersto all people regardless of
race, class, religion, sex, and nationality .
If development is to enlarge people’'s
choices, people must enjoy equitable
access to opportunities. Development
without equity means a restriction of
choices for many individualsin a society.
Depending on how inequitable the devel
opment process is, it can disenfranchise
whole sections of society. Equity should
be understood as equity in opportunities
both to form and use one's capabilities,
not necessarily in outcomes. Special
attention needs to be given to disadvan-
taged and vulnerable groups such as the
poor, disabled people, the ethnic minori-
ties, the people in remote areas, and
women. Equity is not only important

within generations, but a so between gen-

erations. Intergenerational equity implies

that the next generation should in princi-

ple be able to enjoy opportunities and a

quality of life at least as good as the cur-

rent one. Development therefore needs to
be environmentally sustainable.

5. Comprehensiveness. Asit is people-cen-
tred and treats people not solely as
means but also as ends, the human
development perspective embraces all
sectors of society — not just the econo-
my. It refersto the expansion of peopl€’s
choices in all aspects of life, including
economic, political, social, environmen-
tal, governance and cultural aspects and
in their interrelations, since all these
aspects are relevant for people’ s capabil-
ities and hence their personal choices.
What does the above imply for the role

the state? First of all, the state should facil-
itate the participation of people in the
development process. It should design
sound institutions that enable and encour-
age people’'s participation. For transition
economies, the establishment of pro-mar-
ket institutions that organize markets as
well as free markets from excessive con-
trols and regulations, for example, can be
seen as a significant step in the develop-
ment process. Markets are, in principle,
based on free choices with regard to busi-
ness opportunities, consumption possibili-
ties as well as voluntary transactions
between individuals. It is exactly this free-
dom, together with competition, that
makes markets efficient.

It should be acknowledged, however,
that sometimes the conditions for an effi-
cient functioning of markets are not met.
Examples of such ‘market failures' are
information imperfections, natural monop-
olies, public goods, externalities, etc.
Government interventions are necessary to
remedy market failures to avoid that they
adversely impact human development.
From a human development perspective,
governments also play acrucial rolein pro-
moting economic growth with equity, that
is to correct market outcomes, and to
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ensure that growth is conducive to the
expansion of all people's capabilities and
choices.

1.2. THE HUMAN DEVELOPMENT PERSPEC-
TIVE IN VIETNAM

After having discussed the major concepts
of the human development perspective,
this section briefly explores the extent to
which the official development strategies
adopted in Viet Nam are in line with this
perspective. This exploration is mainly
confined to a conceptual level. Chapter 2
will examine in more detail the country’s
actual human development achievements.

HUMAN DEVELOPMENT IN VIET NAM

The human development approach shows
close resemblance to the development
strategies that Viet Nam has been pursuing
over the last decades. The Declaration of
Independence, which gave birth to the
Democratic Republic in 1945, explicitly
states that development should be aimed at
people and their happiness. It stresses that
the principal development target isto guar-
antee human rights, including the right to
live in freedom and independence - free
from oppression and slavery - the right to
live in equality, and the right to pursue and
enjoy one’'s own happiness. These are in
fact the same humanitarian values which
the whole of mankind aspires to accom-
plish, as reflected in the Universal
Declaration of Human Rights, and more
recently the Millennium Development
Goals (see box 1.2). One could consider
Viet Nam’'s modern history as a conscious
and intentional endeavour to achieve the
realization of these humanitarian values.
Viet Nam’s development path has been
rather unusual. During the decades after
the Democratic Republic of Vietnam was
established in 1945, the country never
experienced real peace. In this period, its
top priority was to liberate the nation and
to unite the fatherland in order to ensure
that everyone could live in nationa inde-
pendence, peace and stability. This may be
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regarded as people’ s minimal rights, which
form the basis for human development.
The country had to make great sacrificesto
secure that these rights were respected.
After the unification in 1975, the country
swiftly shifted its focus to other priorities
that would more directly contribute to
human development.

Especially the wars have affected Viet
Nam'’ s choice of development path and its
results in terms of human development.
However, the adoption of the socialist
model actually emerged from the quest
for the best development path for its peo-
ple. The ideals of the socialist orientation
are that people themselves are the true
masters of the country, living in freedom
and independence, and having opportuni-
ties to develop themselves and to reach
happiness through material and techno-

BOX 1.2

Millenium Development Goals

At the Millennium Summit (September 2000), 149 Heads of State and represen-
tatives of Government (of some 180 countries including Viet Nam) adopted the
Millennium Declaration, which contains the following development goals:

1. Halve the proportion of people living in extreme poverty between 1990 and
2015.

2. Increase food security: halve the proportion of people who suffer from hunger
between 1990 and 2015 (measured by proportion of population below mini-
mum level of dietary energy consumption and proportion of under-weight
under-5 children).

3. Improve health and reduce child mortdity (halt and begin to reverse by 2015
the spread of HIV/AIDS and reduce child mortdity rates by two-thirds by
2015).

4. Improve reproductive health (reduce maternal mortality rate by three-quarters
by 2015 and achieve universal access to safe/reliable contraceptive methods
by 2015).

5. Access to education (achieve universal accessto primary education by 2015).

6. Gender equality (empower women and eliminate gender disparitiesin prima-
ry and secondary education by 2005).

7. Access to basic household amenities (hal ve the proportion of people unableto
reach or afford safe drinking water by 2015).

8. Improving the environment (implement national strategies for sustainable
development by 2005 so as to reverse the loss of environmental resources by
2015).

Source:: Mid-2001, the UN Agencies in Viet Nam published a joint Interim Report on these
Millennium Development Goals (MDGs). This report represents a first stock taking monitoring and
analysis of the MDGs and is internationally comparable (See: UN Viet Nam, 2001).
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logical progress. These ideals have been

affirmed in many documents of the

Communist Party and the State of Viet

Nam (see Box 1.3).

The following human development
aspects - as discussed in section 1.1 - can
be recognized in the official documents:

1. People are considered as the principle
end of all development efforts. This is
aso clearly stated inthe Ten Y ear Socio-
Economic Development Strategy 2001-
2010, which was endorsed by the Party
Congress in April 2001. The Strategy
lays out a clear and inspiring vision for
building the foundations of “rich people,
astrong nation and an equal, democratic
and civilized society”. The overarching
objective of the Strategy is “to bring our
country out of underdevelopment;
improve noticeably the people’ s materi-
al, cultural and spiritual life; and lay the
foundations for making ours basically a
modern-oriented industrialized country
by 2020.”

BOX 1.3

Towards Achieving the Human Development Goals in Viet Nam

¢ "l have only one desire, an ultimate desire, that is to make our country com:
pletely independent, our people completely free, and to ensure that everyone
has enough food, clothing and education.” (President Ho Chi Minh).

e "Thegoa of socialism is to constantly increase the material and cultural liv-
ing standards of working people.”

e "Caring for people's happiness is the greatest objective of our system”.

e Our objective is "a society in which everyone has a life which is materially
plentiful and spiritualy rich".

e Socidism is "a system in which people are true masters and there is no
exploitation of man by man; all people are living in freedom and indeper-
dence and have sufficient food and clothing as well as access to education and
arich and noble spiritua life".

e "Citizensin our society have the rights to work, to enjoy their own working
achievements, to rest, to study, to speak and write freely, to gather, to group,
to believein any religion, to be candidate for and to elect to the State agencies
etc. Every citizen is equal before the law. Women and men are equd in polit-
ical, economic, cultural, socia areas and within families. Children are entitled
to be well fed and the elderly and disabled are entitled to be cared for. Our
State not only recognizes the rights of people but aso guarantees necessary
material conditions for people to enjoy these rights in reality.” Source: Quotes
from documents of the Party and the State of Viet Nam.

Source: Quotes from documents of the Party and the State of Viet Nam.

2. People are not only the goal, but also the

driving force of development. Human
beings are conceived as the most valu-
able asset in society. The active partici-
pation of people in the development
process is also acknowledged through
such propositions as “revolution is the
course of the mass’ and “the collective
mastery right of working people”.

. Equity is a major concern. Promoting

equality of opportunity is a major prior-
ity in the development strategy, notably
through ensuring the rights of children
to attend school, universalization of
(primary) education, the establishment
of a nation-wide network of health ser-
vices, as well as the prevention of epi-
demic diseases. Moreover, the fruits of
development are in principle meant for
all people notwithstanding ethnicity,
religion, gender and age in order to
ensure that all people’s basic needs are
guaranteed. Special attention needsto be
paid to the rights and benefits of vulner-
able groups living in rural and remote
aress.

. Empowerment, particularly at the grass-

roots level. The various mass organiza-
tions, such as the Women’'s Union, the
Farmers’ Union, the Youth Union and
the Viet Nam Union of Friendship
Organizations, are meant to constitute
the link between the Party authorities
and the people. In 1998, the Government
enacted the “Grassroots Democracy
Decree’, which aims to legalize peoples
direct participation in local decision
making and to enhance the transparency
of local Government actions. The
Decree is gradually being implemented.

. Theofficial documentstake abroad per-

spective, @imed at improving living con-
ditions and the development of human
capabilities in many aspects of life. At
the same, during the first stages of Viet
Nam’s development process, emphasis
has been laid upon the expansion of peo-
ple’s choices in the socio-economic
realm, notably the economy, employ-
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ment, health and education.

HUMAN DEVELOPMENT BEFORE AND AFTER
DOI MOI

From the above it may be concluded that,
on a conceptual level, the official develop-
ment strategy reflects various essential
aspects of the human development per-
spective. It should be noted, however, that
there is a significant difference in the
approach taken to achieve certain human
development objectives, and the concept of
the socialist model between the periods
before and after the Renovation (doi moi).

Before doi moi, Viet Nam's develop-
ment model was based on a centraly-
planned economy. The State was consid-
ered the most effective mechanism to
ensure the collective rights of peopleand to
guide the development process in all
aspects of socio-economic life. The objec-
tives pursued by the State and the concen
tration of resources in the hands of the
State had two distinct conseguences. On
the one hand, despite the country's very
low income and widespread income pover -
ty, Viet Nam recorded some relatively
favourable social achievements, particular-
ly in terms of literacy, access to education
and community health care services. Other
achievements such as modest inequality,
the advancement of women, and child-
care activities are also worth mentioning,
especialy given the country’s low level of
economic development.

On the other hand, the concentration of
power and resources in the hands of the
State seriously inhibited individual oppor-
tunities and choices, especially in the eco-
nomic sphere, with the consequence that
poverty was high and widespread. Free
market transactions and the individual lib-
erty of doing business were virtually
stamped out. Planner’s preferences over-
ruled consumer needs. The basic decision
of what, how and for whom to produce was
taken directly by the State bureaucracy.
The development of individual capabilities
as well as the people’s participation in
socio-economic areas was obstructed by
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the “red-tape subsidized” central planning
mechanism. This annulled the economic
incentives necessary for innovations and
efficient production activities.
Conseguently, the economy became slug-
gish and Viet Nam's income per capita
increased only very slowly. The stagnating
economic performance, later reinforced by
the sharp fall in assistance from the former
Soviet Union, induced the country’s lead-
ership to adopt doi moi.

The programme of doi moi (renova
tion) was formally inaugurated at the Sixth
Congress of the Communist Party of
Vietham in mid-December 1986. It was
meant to bring about an end to the period
of stagnation and introduce a new era of
rapid economic growth. Doi moi did not
imply a change in development goals as
the socialist orientation was still viewed as
superior in meeting people’s needs. This
orientation was clearly reflected in the new
slogan: “rich people, a strong nation and an
equal and civilized society”. At the same
time, the doi moi policy emphasized the
need for a change in the approach to
development. Preserving the socialist ori-
entation, the new policy was to support the
development of an open market economy.

Doi moi redefined the role of the State
in development process. “Caring for peo-
ple... is the responsibility of the whole
society, each unit, each household and it is
also the aim of the Party, the State and all
people” (Communist Party of Viet Nam,
VIl Congress, 1996). The policy of reno-
vation called for stepping up efforts to
enable the party to ‘serve the people’,
while increasing the role of the people in
the political and economic decision-mak-
ing process. This was clearly expressed in
another slogan of doi moi: “people know,
people discuss, people do, and people
inspect”.

The reform process, in principle, has
allowed the State to move away from its
attempts to micro-manage the whole eco-
nomic process (both "steering and rowing
the boat"), towards a role of macroeco-
nomic management and of facilitating an

Doi moi did not imply a
change in development
goals as the socialist ori-
entation was confirmed as
superior in meeting peo-
ple’s needs. What doi moi
did is to change the
approach to development.

19



Doi moi in Viet Nam is the

search for and a perfection
of suitable socio-economic
policies and institutions for
improving the well-being of
the nation’s people.

Globalization offers many
opportunities to enhance
human development for mil-
lions of people around the
world. Under the right con-
ditions, it can make an
important contribution to
poverty reduction and sus-
tainable development.
However, successful inte-
gration will require proac-
tive policies and appropri-
ate preparation in order to
maximise benefits and min-
imise risks associated with
globalization.
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efficient functioning of the market econo-
my. At the same time, there remain sever-
al areas, notably infrastructure, education,
health care, environment and income poli-
cy, where direct State interventions were
justified. Moreover, the increased econom-
ic growth enabled the State to allocate
more resources to these sectors.

The adoption of a more market-oriented
approach took place in paralel with an
active integration into the world economy,
the expansion of external trade and the
attraction of foreign direct investment. Viet
Nam gained access to the new resources,
technologies, management skills and new
markets, but had also to face increasing
international competition. This forced the
economy to become more efficient and
more dynamic, a process that is far from
complete.

In summary, doi moi in Viet Nam may
be considered as the search for and a per-
fection of suitable socio-economic poli-
cies and institutions in order to ensure that
development does not only serve people,
but is also steered by people. In line with
the human development approach, people
are increasingly moved towards the centre
of development. Doi moi has paved the
way for Viet Nam to record remarkable
achievements in terms of human develop-
ment during the 1990s. Although doi moi
is a complex process, the country appears
to be on the right track of development for
people’s happiness. A more detailed
analysis of these achievementswill be pre-
sented in chapter 2, while chapter 3 will
discuss the significant challenges that the
country still faces, with recommendations
in chapter 4.

1.3 GLOBALIZATION AND HUMAN
DEVELOPMENT

THE NATURE AND CAUSES OF GLOBALIZATION

Viet Nam’'s human development achieve-
ments of the past and the human devel op-
ment challenges of the future must not be
considered in isolation, but should be

placed in the wider perspective of the
country’ sfurther integration into the world.
Taking a Human Development viewpoint,
this section briefly looks at the process of
globalization. Recent years have witnessed
an unprecedented debate on the origin and
nature of globalization and particularly its
potential impact on world economic, polit-
ical and socia order. This is understand-
able, as globalization has implications for
every nation, community and individual,
while many of us have different viewson it
(see box 1.4).

What in general is meant by globaliza
tion? Globalization is a process of change.
It isthe process of an increasing number of
interactions between people in different
countries at an incre