BACKGROUND DOCUMENT — PENSIONS

The Social Insurance Law, passed in June 2006 and amended in 2014, covers public and private
employees in the event of disability, sickness, maternity, work injury, and old-age on a
compulsory basis. Amidst the global financial crisis in 2008-09, an unemployment insurance
(Ul) scheme was introduced in 2009. Since 2008, under the Social Insurance Law, informal
sector workers are eligible for the voluntary retirement and survivor pension scheme.

Since 2008, Vietnamese citizens above the legal working age of 15 years who are not covered
by the compulsory scheme (under Clause 4, Article 2 of the Social Insurance Law) can join the
voluntary social insurance scheme. The voluntary insurance is regarded as an instrument to
cover those workers, such as farmers in rural areas and other informal economy workers, who
are not eligible for the mandatory social insurance or the social assistance i.e. “the missing
middle”.

The contribution is 22% of the insurable earnings. Insurable earnings are chosen by the
voluntary insurer, at least equal to the poverty line in rural areas and not exceeding 20 times
the statutory pay rate.

The coverage of the voluntary social insurance scheme is very limited so far. Currently, only
about 0.2 million people have affiliated with the voluntary scheme. The majority of participants
are those who already participate in the mandatory scheme and want to accumulate
contributions in order to be eligible for a monthly retirement pension.

Some policies have been enacted to improve voluntary participation among self-employed
workers and workers in non-standard forms of employment. These allow more flexibility in
payment schedules, re-defining the reference salary used to pay contributions, and matching
voluntary contributions with government subsidies. From 1 Jan 2018, the government subsidy
equals:

e 30% of the poverty line in rural areas for participants in a poor household
e 25% of the poverty line in rural areas for participants in a near-poor household
e 10%, of the poverty line in rural areas for other participants

However, the coverage of the voluntary social insurance scheme is still very low. Some
arguments explaining the low coverage are:

e The scheme only includes two long-term benefits and no short-term benefits
e The eligibility condition of 20 years is long

e The contribution rate of 22% paid by workers is a burden (in the mandatory scheme,
workers contribute 8% and employers contribute 14%)

e |neffective communication,



e Lack of awareness about the benefits of social insurance
e Policies to support voluntary participation

In light of Vietnam's ageing population and economic slowdown, and to achieve higher
coverage and increase financial sustainability of the social insurance scheme, Vietnam
endorsed the Master Plan on Social Insurance Reform (MPSIR) in May 2018. One of the
proposals of the MPSIR is to explore ways to increase access to “flexible short-term benefit
packages” through the voluntary social insurance scheme. However, it still needs to be seen
how enrolment in the pension scheme can be increased.
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Population
Male
Female
Population 15-69
Male
Female
Labour force
Male
Female
Participation rate
Male
Female
Employed population
Male
Female
Salaried workers
Male
Female
Self-employed persons
Male
Female
Unemployed
Male
Female
Unemployment rate
Male

Female

Compulsory insurance (15-69)

Male
Female
Voluntary insurance (15-69)
Male
Female
Both (% of labour force)

2015
9,17,29,800
4,57,14,102
4,60,15,698
6,58,11,779
3,26,59,422
3,31,52,357
5,36,73,390
2,79,19,300
2,57,54,090
81.6%
85.5%
77.7%
5,23,91,661
2,71,94,452
2,51,97,209
2,15,94,586
1,24,10,864
91,83,722
3,07,97,075
1,47,83,588
1,60,13,487
12,81,730
7,24,848
5,56,881
2.4%
2.6%
2.2%
1,11,73,241
50,17,698
61,55,543
2,27,153
1,25,451
1,01,702

0.4%

2018
9,47,19,464
4,73,42,472
4,73,76,992
6,81,48,767
3,39,07,323
3,42,41,444
5,55,86,221
2,89,86,050
2,66,00,171
81.6%
85.5%
77.7%
5,42,58/475
2,82,33,506
2,60,24,969
2,24,42,605
1,28,99,629
95,42,976
3,18,15,869
1,53,33,877
1,64,81,993
13,27,746
7,52,544
5,75,202
2.4%
2.6%
2.2%
1,25,17,095
56,55,715
68,61,381
2,01,176
1,10,298
90,878

0.4%

2021
9,75,27,211
4,88,74,866
4,86,52,345
7,02,94,145
3,50,90,520
3,52,03,625
5,73,45,152
2,99,97,554
2,73,47,598
81.6%
85.5%
77.7%
5,59,74,980
2,92,18,719
2,67,56,260
2,31,60,923
1,33,49,793
98,11,130
3,28,14,056
1,58,68,926
1,69,45,131
13,70,172
7,78,835
591,337
2.4%
2.6%
2.2%
1,33,04,285
60,65,687
72,38,598
2,08,203
1,14,147
94,056

0.4%

2024

10,00,85,525

5,02,75,061

4,98,10,464
7,21,13,887
3,61,34,749
3,59,79,138

5,88,40,273

3,08,90,225
2,79,50,048

81.6%
85.5%
77.7%
5,74,33,901

3,00,88,245
2,73,45,656
2,37,74,325

1,37,47,073
1,00,27,252

3,36,59,576

1,63,41,172
1,73,18,403
14,06,373
8,01,980
6,04,392
2.4%

2.6%

2.2%
1,40,73,058
64,77913
75,95,145
2,14,405
1,17,544
96,861
0.4%

2027 2030
10,23,75,899  10,44,16,520
5,15,29,629 5,26,48,806
5,08,46,270 5,17,67,714
7,35,77,312 7,48,95,975
3,70,12,266 3,78,23,555
3,65,65,046 3,70,72,420
6,00,45,586 6,11,33,312
3,16,40,381 3,23,33,922
2,84,05,205 2,87,99,390
81.6% 81.6%
85.5% 85.5%
77.7% 77.7%
5,86,09,924 5,96,71,092
3,08,18,925 3,14,94,460
2,77,90,999 2,81,76,632
2,42,71,468 2,47,21,517
1,40,80,914 1,43,89,529
1,01,90,553 1,03,31,988
3,43,38,456 3,49,49,575
1,67,38,011 1,71,04,931
1,76,00,445 1,78,44,645
14,35,662 14,62,220
8,21,456 8,39,462
6,14,206 6,22,758
2.4% 2.4%

2.6% 2.6%

2.2% 2.2%
1,48,12,985 1,55,63,379
68,86,416 73,09,036
79,26,569 82,54,343
2,19,619 2,24,442
1,20,398 1,23,037
99,221 1,01,404
0.4% 0.4%



