SPF country brief: Viet Nam

Social protection in Viet Nam: social security programmes and social services

Viet Nam has a fairly sophisticated set of social security programmes including a social insurance and a health insurance system, as well as social assistance & national targeted programmes for the poor and the vulnerable.

The social insurance scheme is mandatory for workers under the Labour Law (Civil servants, employees of State owned enterprises, employees of private companies of 10 or more employees). This scheme includes five contingencies (old-age pensions, disability, health, sickness and unemployment insurance) and was covering in 2009 9.4 million workers or 18% of the Labour force. Participation is however low in non state enterprises (evasion of social insurance contributions, loose sanctions and insufficient awareness of workers). 

The extension of Social security to employees of small enterprises and informal economy workers is made through a voluntary scheme and faces a number of challenges (ex: lack of incentives / mechanisms for attracting informal economy workers). The voluntary scheme was covering only about 65,000 workers in 2009, from small and medium enterprises and the informal economy; most of them were previously insured under the compulsory scheme, and willing to complete their contribution period on a voluntary basis to be entitled to the old age pension. The main reasons why the voluntary scheme does not attract more workers are the following: lack of communication and awareness raising, payment patterns and amounts which are not adapted and too high compared to the willingness to pay.

The extension of social health protection coverage is more successful with nearly 50 million persons covered so far: 

· contributory affiliation of formal sector workers, and pensioners; 

· automatic affiliation and subsidization of the premiums of certain categories of the population: the poor and vulnerable, ethnic minorities, children under 6 years old, socially assisted groups such as disable, elderly, job-less, etc. ; 

· partial subsidization of the premiums for the near poor (with 50% of the premium subsidized by the government budget) as well as pupils and students (with 30 to 50% of the premium subsided by the government budget). 

The government plans to extend coverage to self-employed in urban areas, farmers/ workers in agriculture/fishery/forestry, and others through a voluntary affiliation by 2014. There are however many doubts on the success of future implementation of the voluntary scheme for various reasons: the packages are not attractive enough; quality of care is perceived as poor; health insurance card holders are not treated with respect (as they don’t pay “cash” and as reimbursement mechanisms of the hospitals is very long); the premiums seem to be too high for the capacity to pay; there is also moral hazard problems since membership is voluntary; etc.

The benefit package varies according to the different target groups as well as the amount of premium (calculated on the basis of the salary or the minimum wage) and the sources of funding of the premium (employers and workers, social insurance scheme for pensioners and veterans, the State …). 

The social health protection strategy was implemented through the enactment of the health insurance Law and the corresponding decrees of application.

Social security also includes scattered social assistance programs and a large number of programmes targeted to specific vulnerable groups, areas and sectors (National Targeted programmes, NTPs). These programs include for instance health user fees payment exemptions, preferential credit policies (for production development, employment generation, improving living standards, improving education, etc.), education fees payment exemptions, vocational training to meet the labour demands of enterprises and intensify opportunities for vulnerable groups to be employed, migration programs to re-allocate labour resources, …

Viet Nam’s social security system faces both coverage limitations and equity issues. 

· Existing social security schemes cover only workers in government service, in quasi-governmental sectors and those working in relatively large, registered firms on regular employment contracts, i.e. people in the middle and upper income groups. Existing social security schemes leave most informal economy and rural workers unprotected, although these categories of people are either poor or most at risk to falling back into poverty, as a result of economic, social and environmental shocks and disasters. 

· There is growing evidence that social transfers (pensions, other forms of insurance, and social assistance payments) increase with income and that payments to richer households have grown faster than transfers to the poor over the past decade. The overall impact of existing programmes is therefore regressive.

National social protection strategy (2011-2020)

Viet Nam has formulated over the past months together with national and international partners a National Social Protection Strategy for the ten coming years (2011-2020). 

Social protection is considered clearly as an engine of socio-economic growth and development. The concept of social protection embraces not only social transfers but brings into a consistent and comprehensive framework labour market policies, social insurance policies, health care policies, social welfare/assistance, poverty reduction programmes and access to public social services. Social protection is seen as a powerful set of measures to protect people from the financial consequences of old age, illness, raising children, unemployment and other life events; to help reducing poverty and economic inequality, and to help promoting economic growth and facilitating the transition from a close to an open economy.

The National Social Protection Strategy – although not referring specifically to the social protection floor – relies on five principles which are close to that of the social protection floor: Universality (all citizens have rights and obligations to participate in social protection system), sharing (based on income distribution mechanism among population groups within one generation and between generations), equitability and sustainability, promoting responsibility of individuals, concentrating efforts for the poor and the vulnerable groups to ensure minimum living standard. This strategy is presently being approved by the government; it will then be implemented following a plan of action that was also developed over the past few months.

This strategy provides a description of existing social protection system and clear orientations for the future (eight objectives that are summarized below):

· Increasing participation of informal economy workers in voluntary social insurance (partially subsidized) as well as provision of better training and employment opportunities;

· Strengthening and extending social insurance schemes (compulsory and voluntary);

· Reaching universal health insurance by 2014 with enhanced quality and efficiency of health care services delivery;

· Providing a social protection floor for all (although not named as such), with a strong focus on vulnerable groups, in order to reduce poverty and inequity: (a) access to basic social services for all such as education, health care, accommodation, drinking water, electricity, information, sanitation and legal advice; and (b) provision of minimum income through social assistance.

