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Tuesday, December 15, 2009
Implementation of Vietnam Unemployment Insurance (UI)

A Concept Paper on Future Development

Introduction
The country of Vietnam will soon be implementing a new UI scheme which will strengthen their social security net for the Vietnamese workers. In December 2008, the government passed Decree 127 which outlined a number of articles on the implementation of the new UI program. As a result of the decree, the collection of contributions commenced on January 1, 2009. On June 29, 2009, the National Assembly of the Social Republic of Vietnam approved the Laws on Social Insurance. The articles governing unemployment insurance will be effective commencing January 1, 2010. Shortly, the first UI claims will be received by Employment Service Centres (ESCs).
As a lead up to the implementation, a procedural manual has been developed which will be an important tool for UI staff to process claims for UI allowance and other benefits. In addition, the Bureau of Employment, which is responsible for the implementation of UI, conducted a “Training for Trainers” workshop using the manual as a basis for training. The participants also provided additional enhancements/changes during discussions on the procedure manual. These changes have been incorporated into the manual for the training of staff.  

Implementation on January 1, 2010

With the implementation of the UI program close at hand, it is strongly recommended that Loan be assigned to the project for the month of January.  There will be no international expert available on site during this time and Loan has been involved in all aspects of the pre-implementation period including training for trainers. Given that this is a new program, there will be the inevitable bottlenecks and processing issues that will arise throughout the month.  Her presence will provide the necessary support to successfully implement UI throughout the country.  It will also be essential to have someone from ILO involved during this period so that a full and proper evaluation would be carried out a short time later.

Another recommendation is for BoE to set up a “hot line” commencing Jan. 1, 2010 for ESCs and possibly DOLISA to use when they need guidance or have questions concerning the implementation. The “hot line” would be used by the trainer of the ESC or the manager or the manager’s backup.  If necessary, a follow-up e-mail could be referred by ESC staff to BoE in the case of complex cases. This process would allow monitoring of certain issues which could have national implications where all ESCs would need to be notified of an answer to a particular issue.
Potential Future Enhancements

Eight major potential enhancements have been identified in order to improve the unemployment insurance program in terms of effectiveness and transparency. Essentially, all these components could be considered capacity building to some extent.
These enhancements are:

Component 1: Post Implementation Evaluation

Component 2: Capacity Building

Component 3: Changes to the Law

Component 4:  Actuarial Study

Component 5: Electronic System

Component 6: Development of Quality Control Program

Component 7: Performance Management – Key Indicators

Component 8: Protection of UI Fund

Many of the components are intricately linked and could be implemented concurrently. For 2010, based on a budget of $150K U.S., the following components are recommended for implementation along with a forecasted budget (see appendix “A”):

Component 1: Evaluation (cost: $30K)

Component 2: Capacity Building (cost: ($40K)
Includes awareness training for employers and employee groups (development of handouts, presentations, brochures, videos and an additional ILO staff member)

Also includes development of needs analysis to identify training needs for managers
Component 3: Changes to the Law (cost: $28K)
Component 4: Actuarial Study ($52K – includes cost of administrative assistant)

A summary of enhancements for longer term implementation in 2011 is listed in Appendix “B”.  
A listing of all components along with a detailed description of each component is listed below. 
Component 1 – Post Implementation Evaluation

An evaluation during the post-implementation period would be justified and timely in reviewing issues critical to processing UI benefits. The main justification is that unexpected problems are bound to arise in the initial phases and will need speedy resolution, much or most of which could often be achieved even while the evaluation tour itself is under way. That would be so because the simple fact of meeting people and discussing issues should bring some immediate solutions to the fore, many of which could be acted upon right away – without waiting for the eventual report, which will of course still be forthcoming. That report would either confirm the “immediate solutions” already found on location or refine and expand on them.

The evaluation would also provide management with strategic information on the success of the implementation plan. It would also report on the effectiveness of the delivery of UI benefits to unemployed persons and offer suggestions for improvement.  This could also include those applying from remote locations that have difficulty in registering for unemployment or applying for UI allowances or other benefits.
It will be essential to evaluate the processing activities of applications for UI allowances from the time the unemployed worker registers until payment is made or a decision of non-entitlement is issued to the unemployed worker. 

The evaluation would cover all benefits including UI allowance, lump sum allowance, job matching and vocational training services and health insurance coverage. It would include processing and payment activities for each type of benefit.

An important part of the service delivery is the linkages between stakeholders especially Social Insurance (SI) and Department of Labour, Invalids and Social Affairs (DOLISA). The evaluation could look at any deficiencies in the linkages and recommend possible remedial action. 
Aside from SI and DOLISA, the first part of the evaluation study would be to collect information and data from a number of sources including (please refer to Actuarial Study for specific details of information required):

Vietnam General Statistics

Vietnam Department of Finance

Vocational Training Centres

Labour Market Information project

Employers and employers groups

Unions and other groups representing worker rights

As part of the terms of reference (ToF), it is suggested that management issues such as budgets, staffing, training and capacity building be included in the evaluation report. 

The terms of reference (ToR) for the evaluation should include:
· Length of Time: three weeks;

· Composition of evaluation team: BoE management would lead the evaluation but the team should include ILO and BoE representatives (recommend representatives of ILO be international experts on operations and actuarial work as well as project officer from ILO Vietnam).
· Objectives: To evaluate the overall performance of the delivery of the UI system as well as the implementation of UI program including the pre-implementation planning stage.

· Budget: $30K
· International expert on UI Operations: 3 weeks (travel: 5K, expenses: $3.6K other: .5K Fee: $6.0K TOTAL: $15,100 U.S.)
· For Actuarial Expert: 1 week: travel: $5K, expenses: $1.1K, fee: $2.8K TOTAL: $8.9K.
· Travel for evaluation team to other parts of Vietnam. TOTAL: $6K
Final Report: The output would specify the need for a final report produced by the evaluation team on a given date.

Component 2: Capacity Building

Because the implementation of a new UI program is close at hand, there will be a need for educating the public of the essential information concerning unemployment insurance including the requirement to register for unemployment insurance within 7 working days of the date of termination of employment.  In addition to public announcements via television, radio and newspapers, there will be a need for awareness workshops with employer and employee groups prior to and during the initial stages of implementation.

These sessions would be conducted by representatives of BoE, Social Insurance, ILO and trade unions. The trade unions could play an essential role in ensuring the right of the worker is respected in filing a UI claim for benefit. Also, the representative from Social Insurance could provide the necessary information to employers in the timely collection of premiums as well as timely issuance of the SI book to the unemployed worker at the time of termination of employment. 

Sessions could be held in large groups with overhead presentations and handouts (brochures explaining the new UI law as an example). There will be a requirement to staff a public liaison person with ILO and experience in providing presentations. 

There is a need to develop managers who will now be responsible for managing the UI program. These needs can be classified as follows:

-development of legal and institutional framework by gaining knowledge of evaluation and actuarial studies (this could be applied to the proposed actuarial study but it should be recognized that this provision will have budget implications);

-development of managers in reviewing and analyzing UI data to forecast UI claims loads for the future as well as developing strategies to deal with claim loads (same as above); 

-development of human resources competencies including the process of equipping individuals with the understanding, knowledge, skills and training to allow individuals to perform their job effectively.

-development of work management tools including strategic thinking, leadership, managing workloads and motivational skills.
It will be essential to conduct a needs analysis to identify competencies and training requirements of managers. The need analysis could be completed in mid-2010 and the actual training provided in 2011 after the managers have gained a year of experience in the UI program.
 Component 3: Changes to the UI Law

It will be necessary to divide this component into two parts: 1) changes needed immediately and 2) changes as a result of the actuary study and other identified issues that do not need immediate attention.

In my view, there are two changes that require immediate attention: 1) no provision for unemployed workers who have delayed in registering for unemployment within the 7 working days since termination but have good reasons for doing so and 2) no provision for unemployed workers who have delayed in applying for UI allowances within 15 working days of registering for unemployment.
Concerning changes requiring immediate attention, the act seems quite clear that unemployed workers must file for unemployment and apply for UI allowance within the prescribed time with no exception. This seems to be a rather harsh penalty and it is felt that an amendment will provide relief for those unemployed workers who, through no fault of their own, were unable to register within the prescribed period. This is more evident now because unemployment insurance is a new program and very little information has been received by the public on the implementation of UI. It is felt a high percentage of those who qualify with sufficient insured months could be penalized by this provision in the first few months of implementation.

The same concerns apply to those unemployed workers who have registered for unemployment but apply for UI allowances outside the prescribed period of 15 working days. However, these workers have the advantage of being advised of their rights and responsibilities at the time of registration. They would be fully aware of the requirement for applying for benefits within the 15 working day period.  However, it is felt many employers would delay in providing the unemployed worker with the information necessary to process a UI claim (for example: updated SI book/ copy of contract termination and reason for separation).
The ESCs are required to issue a reminder letter to the employer in those cases where they become aware of situations where an unemployed worker continues to have problems obtaining the necessary information from employers. There should be a provision to allow cases when the employer, either on purpose or through lack of knowledge, delays in providing the unemployed worker with the information for processing his/her claim as outlined in the law.
Action should be taken immediately to seek a legal opinion concerning the possibility of any provisions in the law allowing for backdating in these two instances.  If the result of the legal opinion is negative, action should then be taken to revise the law as quickly as possible. 
Concerning changes which could be completed at a later date after the actuarial study, I included in this group those workers where the reason for separation is “quit” or “fired”. A provision is needed to disqualify those who quit without justifiable reasons or were fired because of their own misconduct.  There will be other issues identified within the first few months of implementation which require a change to the law.
Another potential change is the reference to those who wish to receive lump sum benefits and the conditions for receiving these UI benefits (finding full time work and joining the military). But there is also a reference to these conditions terminating UI benefits which is at odds with the reference to lump sum benefits.

Finally, there could be provisions to allow for pilot studies to determine impact of a potential change to the law prior to a national rollout. 
 Component 4: Actuarial Study

It is proposed that an actuarial study be conducted concurrently with the evaluation. This would allow for the mutual sharing of information which would be common to both the operational activities and that of the actuary. Of course, the actuarial study would take much longer than the evaluation but it would provide the actuary with clear and concise information on claims processing activities which will be vital to his/her study.

The actuarial study would include a review of the financial status and outlook for the UI scheme in line with the legal requirements and the provision of recommendations in support of long-term viability of the scheme including recommendations on contributions rates and/or benefit adjustments.

The first week of the evaluation would be focussed on information gathering and visiting a number of government agencies including the following:

· MOLISA-DOLISA: obtain full program information, rules and operations, information on labour laws, regulations and context;

· Vietnam General Statistics Office: for national accounts, population, employment, unemployment – concepts and data;

· Labour Market Information Project: objectives of project, work to date, employment stats, barriers to employment;

· Social Insurance: for statistics on insured workers and employers, information on administrative procedures, plans, effectiveness of collection systems, compliance;

· Vietnam Dept of Finance: for economic outlook and strategic policy insights re. UI, welfare and social programs in general;

· Vocational Training Sites: for information on number of participants, success rates and barriers to employment.
· ILO Vietnam – Social Protection Project; meetings with project officers on UI.

Note: Statistics to be gathered at all locations.

Work plans:

1) Performing actuarial  study, including joint work with ILO medium-level staff – most of which could be done at a distance, through electronic exchanges (would include costing of potential amendments) Time: 4 work weeks, 8 elapsed weeks;

2) Finalize actuarial report, including vetting by ILO Geneva; Time: 3 work weeks, 4 elapsed weeks

3) Return to Vietnam to present actuarial report and findings; Time: 1 week

4) TOTAL: approximately 13 weeks, to include 2-3 weeks for contingencies (less 1 week charged to evaluation study
 The actuarial study could also assist with the development of policy options for further improvement of the UI program. The study will also assist with the drafting of any amendments to the law in addition to those listed in appendix “A”. 

The timelines costs for the study would be divided into two parts: a) for an actuarial evaluation and b) development of policy options and revision of UI law.

 Part “A” would cover a period of approximately 12 weeks and be provided by a chief actuary (2 missions) and an assistant (2  months and 1 mission).

Budget:

Actuarial Expert: total time: 12 weeks (travel: $5K, expenses: $13.1K, other: $0.5K, fee: $24K TOTAL: $42,600. U.S. 

Assistant: TBD
 Component 5: Electronic Systems
Work has commenced by BoE officials to request funding assistance via the Labour Market Information project. The request would cover the costs in purchasing software for the use of UI staff which would be compatible with the LMI system.  
There will be a need to install computers in all ESCs that receive and process UI claims for benefit in 2011. These computers should be dedicated to UI staff in registering for unemployment as well as applying for UI allowances. 

There would need to be strong linkages with employment and the development of a single electronic file for ESCs. In addition, there would need to be linkages between Social Insurance for data relating to the collection of premiums as well as vocational training institutes.
Component 6: Quality Control Program
The development of a quality control program will assist management in determining accuracy of payment including the following:  qualifying conditions, entitlement conditions, calculating the UI allowance, duration of benefits and the start date of a claim for benefit. The program will also assist in identifying training issues of staff where there are regular occurrences of errors.

Component 7: Management Performance and Key Indicators

To allow for greater transparency with the public and government, key indicators need to be identified to reflect how well the ESCs deliver their services in terms of UI. One such indicator could be the percentage of claims finalized within 20 days of registration for unemployment. It is therefore essential to collect the correct data to determine the effectiveness of the delivery of UI service.

 Component 8: Integrity of Fund
When dealing with the integrity of the UI fund, there are three major areas of concern for potential fraud: staff, unemployed workers and employers (or collusion between two or more groups). There would be a need to bring in an expert with experience in investigation and control activities to minimize the risk of potential fraud in these areas. 
Conclusion:
It is recommended that the evaluation and actuarial studies be carried out concurrently in order to share common information for both projects and reduce the overall costs of both studies. It is felt that the combined time for the studies would be 16 weeks (4 weeks for evaluation study and 12 weeks for actuarial study) relating to international experts.

The actual length of the evaluation study would be three weeks for the evaluation team. The first week would be used for information gathering and meeting other government agencies and external stakeholders. The second week would be visiting ESCs/DOLISA, meeting with managers/staff and Social Insurance and vocational training sites and to obtain feedback on workflows, processes such as registering for unemployment and applying for UI Allowance and other processes for benefits (e.g. lump sum allowance).

Changes to the law could be accomplished in two parts: 1) immediate changes and 2) changes which would occur after the actuarial study.

Capacity building is an important aspect in the development of any new program. It is recommended that managers receive training in managing competencies and focus on: strategic thinking, reviewing and analysing UI data, human resources issues, managing workloads and leadership skills.
Out of the other concepts for consideration, I would recommend that electronic systems would be the most important but it seems that this issue could be resolved in quick fashion if the proposal to fund an new system is approved via the LMI project.

The other concepts (quality control program, management performance and integrity of the fund are all equally important and bring added value to the UI program.
A visit to Canada is planned in 2010 for managers of various government departments who have linkages with Bureau of Employment in implementing the UI program. This visit would provide information and guidance to enhance knowledge and skills in administering the UI program on an ongoing basis.
Appendix “A”

	Implementation of Enhancements for 2010 based on budget of $150K U.S. 

	Part          
	Proposal
	Details
	Timing, Budget and Responsibility

	1
	Evaluation of UI  Implementation
	ILO proposes to conduct an evaluation focusing on:

· changes to the workflow and procedural changes;
· effectiveness of the implementation strategy, staffing and budgets;
· linkages with other government agencies and external stakeholders including LMI project and employers
· claim intake in larger and rural areas;
·  review of statistical information;
·  issues surrounding the coverage, collection of contributions and employer compliance;
· Filing UI claims from satellite (district) offices and training of staff;

The evaluation could also be linked to a new electronic system and the requirements for staff. 

It is recommended to conduct evaluation at same time as actuarial study as there are several similar issues to address in each.
	Timing: April – May  2010 Length: 3 weeks; 
-Possible travel to other provinces including Ho Chi Minh City and other smaller provinces

-Budget: $30K
-Responsibility: Shafi, Loan and John 

	2
	Capacity Building
	There is a need to provide awareness training to employer and employee groups (together with trade unions); sessions need to be conducted commencing early January to provide advice and guidance on UI matters.

There is a need to provide training to managers on core competencies and leadership skills; some examples are work management, strategic thinking, analysis of reports and how to conduct studies (including actuarial – could be included in proposed actuarial study to include someone with financial experience in BoE to act as understudy to international actuary expert). A needs analysis would need to be conducted to determine training deficiencies.
	Timing: early 2010
Budget: $40K
Responsibility:  ILO and international expert on management training

	
	
	
	

	3
	Changes to the Law
	It has become apparent that certain changes are required to resolve inconsistencies in the law. The main issues are:

-The requirement to register for unemployment within 7 working days but no provision for late filing with good reasons (Decree 127 – Article 34 – point {1}on Page 18 and Circ 04 – Chapter 3 Part 3.1 Page 27);

-The requirement to apply for unemployment insurance within 15 working days but no provision for late filing with good reasons (Circ 04 – Chapter 3 Part 3.2 Page27);

-The example given in Circular 04 explaining how to calculate the UI Allowance when there is a gap but the unemployed worker doesn’t qualify to receive the allowance (Circ 04 – Chapter 1 – Part 1.1 on Page 22);

-Job Refusals: no definition of suitable employment and what are plausible reasons

(Circ 04 Page 24 Section 1.5 point {e});

-The law is silent when considering the reason for separation in the determination of UI benefits; will need provision dealing with those who quit without good reasons as well as those who are fired due to their own misconduct;

-Other housekeeping measures.
	Timing: 1) immediately for some changes or

2) Fall 2010

Budget: $28K
Responsibility: ILO

	4
	Actuarial Study
	It is highly recommended to conduct an actuarial study in order to ensure the sustainability of the fund and assist MOLISA/BoE management in forecasting the direction of UI in Vietnam. The study would conduct a review of the financial status and project an outlook for the UI scheme. 
	Timing: April - June 2010

Length of Time: 12 weeks

Budget: $52.K 
(including assistant @ $10K)

Responsibility: ILO and actuarial expert


Appendix “B”

	Implementation of Enhancements for 2011  

	Component          
	Proposal
	Details
	Timing, Budget and Responsibility

	2
	Capacity Building
	There is a need to provide training to managers on core competencies and leadership skills; some examples are work management, strategic thinking, analysis of reports and how to conduct studies (including actuarial – could be included in proposed actuarial study to include someone with financial experience in BoE to act as understudy to international actuary expert).
	Timing: 11

Budget: TBD
Responsibility:  ILO and international expert on management training

	5
	Electronic System
	BoE have submitted a request to the LMI project for funding in the provision of a new electronic system for UI staff
	Timing: 2011
Budget: TBD
Responsibility: BoE

	6
	Development of Quality Control Program
	To ensure transparency in the administration of the UI program, it is proposed to implement a quality control program to determine the accuracy of benefit payment. The effectiveness of workflows and procedures would also be monitored to ensure effective processing of claims. 
	Timing: 2011

Budget: TBD
Responsibility: ILO and John

	7
	Performance Management – Key Indicators
	The development of key indicators would demonstrate transparency in providing government and the public on the effectiveness of the delivery of UI benefits in a timely and efficient way.
	Timing: 2011

Budget: TBD
Responsibility: ILO and John

	8
	Integrity of Fund
	There is a need to strengthen the protection of the fund through preventative and detection methods which would assure all interested parties have confidence in the administration in the UI program. This proposal would necessitate the development of tools for staff to identify potential areas of fraud via computer match ups. 
	Timing: 2011

Budget: TBD
Responsibility: ILO and international expert on fraud issues


Appendix “C”

Vision of Unemployment Insurance Processes on December 1, 2011

at Employment Service Centres in Vietnam

The following presents a somewhat idealized view of how the ESC will deliver UI services in the future using automated systems and implementing the options outlined in this concept paper. I have deliberately kept this at a reasonably high level, or order to show a vision that is not too obscured by details. 
Linkages with Social Insurance

ESC staff now has direct access to Social Insurance databases which details information from employers on payment of contributions. In the past, unemployed workers have complained that their employers are late in providing the updated Social Insurance Book and a copy of the expired contract. However, the Social Insurance Book has been replaced by having ESC electronically access the unemployed worker’s contributions while the employer sends a copy of the expired contract via e-mail. If the unemployed worker has sufficient insured months (and the latest month does not impact on duration), a claim can be finalized the same day an unemployed worker files his/her application. The time for finalizing a claim has seen a dramatic decline from 18 days on average to just 2 days on average.
Linkages with Employment Services
For ongoing benefits, unemployed workers are required to come to the ESC each month to indicate that they are still unemployed and their continuing willingness and capacity to work. The unemployed worker’s electronic file is updated and payment is authorized. Unemployed workers are repeatedly given help to find new employment, first, if necessary, through job seeking assistance as free services under the UI law then through referrals to suitable jobs (up to 2), or training opportunities which is free-of-charge.
All such interventions are recorded in the electronic claim file. At specified dates each month, the UI system produces the list of unemployed workers to whom benefits are

to be paid and the amount of those benefits. That list is sent to the provincial Social Insurance which arranges for funds to be deposited at a local bank or pay in cash directly. Claimants may also use a bank card.

The UI and Employment sections share common systems and a common file on job-seekers, so that unemployed workers can quickly be referred to available jobs, employers can quickly find available workers, training opportunities can be arranged along with any other programs and activities to help unemployed workers find employment. 
Computer Access to Procedure Manual and Statistical Information
ESC can now access the procedure manual electronically. If they have a question, there is a special question and answer that highlights the most recent information on a particular subject. There is a search engine which allows for quick retrieval of information on a particular subject. Updates are automatically completed by BoE staff and posted quickly when there are changes in procedures or policy. There is also a Policy manual which describes situations that require a decision on complex cases such as reason for separation being “quit” or “fired”. Advice is given to Directors, DOLISA in these situations to ensure decisions are consistent throughout the country.
Statistical and financial information can be retrieved quickly and accurately from the UI

computer systems. Pre-programmed information is produced at regular intervals, including the

results achieved on specified performance indicators. Claims data can be analyzed to determine

the characteristics of those who stay on claim the longest, and who either need more intensive

help to find employment or whose behaviour might be suspect. Program amendments can be

simulated through a modeling of alternative scenarios, from a representative sample of claims.

Accuracy of Allowance Payment

After monitoring 2,200 applications for UI allowance this past month, results have shown that 95.5% of claims were correctly assessed and calculated meeting the key indicator of 95% for the sixth consecutive month. 

The claims are selected electronically and a full review is performed on the claim to determine if the claim was process correctly, from registration to final decision and payment. This includes any letters sent to unemployed worker. 

A major training need was identified in three large offices in Vietnam involving gaps and the calculation of the UI amount. A training session was conducted and results have shown that staff now has a good understanding of the issue and should assist in further reducing the number of errors next month.

Investigation and Control

A major fraud group involving employers and unemployed workers was uncovered by our integrity team. A computer program, which was initiated over a year ago, was developed to track specific employer groups in high risk areas. Our integrity team analysed the results of the program and conducted further investigations leading to the discovery of the fraud. 
Also, another computer program linking Social Insurance databases with ESCs identified 256 cases where the unemployed worker failed to advise ESC of finding full time permanent work. This lead to the recovery of overpayments thereby saving the UI fund of 4,800,235 dongs.
