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Chapter 1

Introduction

The concept of “decent work” was launched in 1999,the Report of the
Director-General to the International Labour Coefere meeting in its 87th Session. The
idea both conveys the multiple, wide-ranging aspext work today, and encapsulates
them in an expression that everyone can grasp. Eomponents of the notion are
elabourated in the same Report of the Director-@#nthe promotion of rights at work,
employment, social protection, and social dialogaethis context, employment covers
work of all kinds and has both quantitative and litgtave aspects. Thus, decent work
applies not just to workers in the formal economy &lso to unregulated wage workers,
the self-employed and home workers. It also retersdequate opportunities to work and
to remuneration (in cash and in kind), and embraedsty at work and healthy working
conditions. These two components emphasize thealsaelations of workers: the
fundamental rights of workers (freedom of assoorgtnon-discrimination at work, and the
absence of forced labour and child labour); andasdialogue, in which workers exercise
their right to present their views, defend theiteiests and engage in discussions to
negotiate work-related matters with employers antiarities. Social security and income
security are also essential components, definedrdicg to each society's capacity and
level of development.

Social protection is an important element in poveeduction and multi-dimensional
deprivation. It provides an approach for reflectiog the processes, policies and
interventions which respond to the economic, spgialitical and security risks and
constraints poor and vulnerable people face; anthwvill reduce the insecurity an d
poverty in which they live and enable them to pgvate more fully in economic growth.
Such policies can help states to fulfil their obtigns to ensure basic rights for all
individuals. For social protection policies are aj part of a broader set of policies — on
macroeconomic stability, enterprise and employndenelopment, health, and education —
aimed at reducing risk and vulnerability and enagurg pro-poor growth. Alongside
other approaches, a social protection approachneake a strong contribution, both
towards preventing the slide into poverty and &sgjswith recovery, and towards the
long-term reduction of poverty and multi-dimensibrdeprivation, as one way for
chronically poor people or their children to escgoeerty. It can also contribute to the
achievement of human rights, if states graduakle tan as social protection objectives the
task of ensuring that citizens have an adequatelatd of living, backed up by social
security in case of loss of livelihood through thi§igy, sickness, old-age or other causes.

This paper argues that in the context of Decent R\&mid development growth
strategies, well-designed social protection canehawpositive rather than a restraining
effect on economic growth, and can help shape #tenm of economic growth in favour
of the poor, such that they benefit at least ashass if not more than, the average.

The paper is organized in seven chapters, inclugingptroduction and a conclusion.
In Chapter 2, the paper analyses the relationskigvden the National Decent Work
Context and development plans. It also shows whameant by social protection,
clarifying its meaning, purpose and scope withietMNam’s approach to a sustainable
work frame, the reduction of poverty and NationadvBlopment Strategy. Chapter 3
analyses Viet Nam’'s demographic, labour market, ez@homic and fiscal situation and
the implications for social protection.
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Viet Nam’s existing contributory social protectimehemes, which cover only the
formal sector, and do not extend to the informalt@eand the poor, are described in
Chapter 4. The achievements and challenges of N&h’'s existing non-contributory
schemes are set out in Chapter 5.

It is argued that social protection can relieve sahthe market failures that prevent
or slow economic growth and prevent poor peoplemfrtaking advantage of the
opportunities provided by economic growth. It céspanake an important contribution to
the protection and building up of the human, finahamatural and physical assets of poor
people, which enable them to escape from povertye@iments have policy instruments
that can be used to improve the protection avalabl the poor — not only in the
contributions governments can make directly to caaurisk and vulnerability, but also in
regulations that should facilitate private and infal social protection. Access to credit,
job creation, technology transformation, agricudtysroducts market development for the
poor — all are social protection solutions, whictalde poor people to participate in and
contribute to economic growth (Chapter 6).

The paper concludes that a prerequisite for suftdBsimplementing the national
planning process is to identify key opportunitiesl a&hallenges with which to create a
sufficient number of decent, productive jobs over hext ten years through the promotion
of sustainable development. Clearly, existing eatinayrowth is not sustainable over the
long term: sustainable development will require entbran just expanded output and more
jobs. It will require national and regional effottsincrease employment opportunities and
improve the quality of employment to be integrabed the broader goal of promoting
economic, social and environmental sustainability.

This paper cannot answer all the questions it sais@r can it address all the
challenges facing Viet Nam today. Rather, it iseimted to aid thinking and the
identification of policy priorities. Meeting the allenges facing Viet Nam in the medium
and the long terms will not be easy. It will requifar-sighted thinking and careful
planning by policy-makers. And it will require gaoweents, employers and workers to
engage in open and thoughtful dialogue based onuahutespect and a shared
determination to realize decent work.

ILO-EU-Viet Nam.R.33



Chapter 2

The decent work context in Viet Nam and sustainable
growth strategies in relation to social security

1. The decent work context in Viet Nam

Realizing Decent Workn 1999, the ILO set a new objective: “Decent Wik All”
Decent Work consists of meeting four objectivesidamental rights at work, employment
opportunities for all, adequate social protectiam fvorkers and their families, and
effective social dialogue. This is emphasized byJMain Somavia, Director General of the
ILO: “The primary goal of the ILO today is to protecopportunities for women and men
to obtain decent and productive work, in conditiaxfsfreedom, equity, security and
human dignity.”

In Viet Nam, the decent work context: is providedtbe Ministry of Labour, War
Invalids and Social Affairs (MOLISA), the Viet Na@eneral Confederation of Labour
(VGCL), the Viet Nam Chamber of Commerce and Indugy/CCl), the Viet Nam
Cooperative Alliance (VCA) and the Internationalbbar Organization (ILO) signed the
first-ever National Cooperation Framework on PrdangtDecent Work in Viet Nam for
2006-2010 in Ha Noi on 12 July 2006. Under thispgaration framework, the ILO pledged
to provide assistance to the government progranmmenagployment. The ILO-Viet Nam
Cooperation Framework is based on the ILO’s StsategDecent Work, initiated by the
ILO and approved by its member countries in Juri®1@&hich aims to achieve the goal of
decent work for all in freedom, equality, safetydaansuring human dignity. The
framework cocvers a period of five years, allowfoga long-term perspective which will
be responsive to the changing needs of the cowamtdythe tripartite constituents — the
Government, employers’ and workers’ organizatidrse priority areas for action will be
presented biennially, and included in the ILO wptlns, as well as the annual plans of
action of the tripartite partnership. Resources alflo be allocated from the ILO’s regular
budget, in the context of its biennial work plans.

The Framework includes four main components:
i.  strengthening the legal framework of the lablawy;

ii. labour and job market, focusing on decent wimkyoung people, women, rural
workers, immigrants and informal-sector employees;

iii.  social insurance and occupational safety; and

iv.  support for vulnerable groups (child labouwnafids, HIV/AIDS-infected workers,
etc.).

Its four main measures are:
i.  improving Viet Nam’s economy and job creation;
i.  implementing the national employment targetgresnme to 2010 effectively;

iii.  strengthening Viet Nam’s labour force by bdogteducation, socialization, high-
quality education and vocational training and humesources;

iv.  developing and improving Viet Nam’s social segusystem.

ILO-EU-Viet.Nam.R.33 3



2. Viet Nam’s decent work context and integrated ap  proach
to economic and social development strategies

2.1. Decent work and economic and social development strategies

Figure 1.

The links between the Government's Ten-year Socamemic Development
Strategy and socio-economic development planDé#uent Work context and the CPRGS
are shown below (Figure 1).

The system of Viet Nam’s Sustainable Development Strategy

The ten -year economic-
‘ social development -
strategy

The five -year plan,
Targeted
programmes based
on MDGs &VDGs

+ The Comprehensive
' p | Poverty Reduction anc
¢ Growth Strategy
National Co-operation (CPRGS) (200-10)

Framework on
Promoting Decent Work
(200¢-2010)

»| Annual plan |«

United Nations Development
Assistance Framework for the
Socialist Republic of Viet Nam

2006-10 (UNDAF)

Labour and employment always has an important mlé/iet Nam’'s national
development strategies, plans, targets, and aplaors.

One of the 2001-2010 Socio-Economic Developmerdt&gly goals is “to solve the
employment problems in both urban and rural areaseduce the urban unemployment
rate to below 5 per cent and increase utilized wwoek in rural areas to about 80-85 per
cent; to reaise the skilled labour rate to aroufidpér cent.” Generating employment,
increasing incomes, eradicating hunger and redupmgerty all constitute fundamental
and urgent aims to be achieved through concertimtt®fas part of the strategy task.
Comprehensively develop human resources and geéhsing social issues: “In order to
generate employment for ten million workers, comsipg jobless urban inhabitants, under-
employed rural dwellers, workers laid-off becau$dghe re-organization of state-owned
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enterprises, and young people reaching workingeagey year, it is necessary to set up
hundred of thousands new units of production anginess, mainly small and medium-
sized enterprises. Parallel to supportive polié@shandling the redundant workforce in
the state-owned enterprise sector, and for gengratiore jobs using public investment
funds, the State will create a more favourable renvnent for all economic sectors to
expand production and business operations, thuerlzibhg more labour, as well as
developing the labour market, including labour ex@o

The State will help people to increase their incepand control the wage system
through labour legislation; it will support the ppand encourage people to enrich
themselves legally. Efforts will be made to improfamers' living conditions, while
developing a “new-type of countryside”, graduallgrmowing differences and forming a
rational balance in incomes between rural and ugraas, between regions and between
different layers of the population. The State aodety at large will give more effective
assistance to the construction of infrastructuodifi@s and to the economic, cultural and
social development of the poor regions and commuitewill encourage and assist
households in their efforts to escape from povexhy provide opportunities for the poor
to gain access to basic services, such as educatidnhealth-care. It will promote
activities to thank and take care of invalids, Agémange victims, lonely elderly people,
and helpless children. Insurance policies shoulélbe broadened in terms both of their
coverage and of targeted people.”

These goals are specified again in the 2006-201flo&xonomic Development
Plan? which sets social targets whereby:

» agricultural labour will account for 50 per centtioé labour force;

* jobs will be created for over 8 million workers datine urban unemployment rate
will emain below 5 per cent;

* the poverty rate will be reduced to 10 — 11 pet;cand

* universal access to lower secondary education lvéllestablished and skilled
labour will account for 40 per cent of the labonirce®

On the basis of these targets, the chief focushefGovernment’'s Action Plan to
implement the five-year Socio-Economic DevelopmBran 2006-2010 is employment,
raising incomes and poverty reduction. In pradiice entails:

! http://mpi.gov.vn (Socio-Economic Development Strategy- strategylsyeaConcretizing the
development strategy).

2 http://mpi.gov.vn(Socio-Economic Development plan 2006-2010).

® http://mpi.gov.vn(Socio-Economic Development plan 2006-2010).
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effectively implementing the National Targeted RPeasgme on Job Creation in
order to generate more new jobs, increase labagugtivity and raise workers’
incomes;

» Encouraging people to create jobs themselves; dpwve) and expanding
effective employment-generating models, supportngall and medium-sized
enterprises, especially labour-intensive ones;

» developing the labour export market, fundamentathodernize workers’
vocational training before sending them to workreeas; and

e strictly managing and implementing legal regulasiomn protection for
Vietnamese workers working overseas.

Regarding poverty reduction, the focus should bemgriementation of the national
targeted programme on poverty reduction, the 138gnamme and other targeted
programmes; special attention needs to be paidvestment in infrastructure, and to
supporting production in the mountainous and reracé@s inhabited by ethnic minorities;
and to implementing training, vocational and emplent-generating schemes in cities,
regions of high population density and regions dgiranfrom agriculture to industry, etc.

The Developoment Plan’s labour and employment garas

“State investment and social mobilization are pies in job creation, as are the
improved quality and efficiency of the labour foroentinuing the labour structural shift
in employment with a reduction in agriculture, fetrg and fishery workers to 50 per cent
in 2010, increasing of industry and constructiorplEyment to at least 23-24 per cent and
increasing employment in service and commerce kpasat 26-27 per cent. During the five
years of 2006-10, attempts should be made to peogitiployment for over 8 million
workers, including 6 million new jobs, i.e., an aahaverage of over 1.6 million (1.2
million of which are new), of which at least hategor women. Attention should be given
to job creation and vocational training for farmeasd to young people, priority being
given to young women. Gender discrimination shob&l eliminated in all forms of
employment, and the programme on one export of ulabshould be effectively
implemented, raising percentage of skilled workeech year, about 100,000 workers and
experts are sent abroad). The urban unemploymansheuld be reduced to under 5 per
cent;, compulsory social insurance premiums shoelddilected accurately; and voluntary
social insurance as well as unemployment insurahoald be implemented effectively.

The solutions are:

* Implement policies to encourage production develapmand job creation;
encourage the development of labour-intensive lighdustry, processing
industry, private enterprises and foreign businesisgplement the programme to
encourage the development of small and medium-sexgérprises, of trade
villages and farms.
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* Focus the capital of the Fund for Loans and Emphayinon labour-intensive
projects; rearrange, renovate and develop jobirginetworks.

» Continue the overhaul of social security schemes swocial insurance; have
policies on housing and social welfare for workieréndustrial parks, especially
for those who are migrant workers because of fbbifocation;

 Employment centres should be encouraged to fdeilittabour market
development as planned; the state investment busihgetld prioritize and more
non-state investment be mobilized for job creation.

* The quality and effective use of the labour forbewdd be strengthened and the
structural shift towards lowering the share of vesekin agriculture, forestry and
fisheries and raising the share of workers in itrgusconstruction, and
particularly in services should be continued.

* More attention should be given to vocational tmagniand job creation for
farmers, and to implementing effectively labour estp programmes, and
increasing the number of skilled workers.

The Comprehensive Poverty Reduction and Growthteffya(CPRGS) is an action
plan that translates the Government's Ten-Year @&Bcbnomic Development Strategy,
Five-Year Socio-Economic Development Plan as welbther sectoral development plans
into practical measures with well-defined road meggamplementation. This is an action
plan to achieve economic growth and poverty redaatibjectives. The CPRGS is closely
related to the national annual socio-economic agraént plans and the plans developed
by different ministries, agencies and sectors. Ttaional annual socio-economic
development plan passed by the National Assemiplieses a tool to put into practice the
policies and measures contained in the 2001-20t®$xonomic Development Strategy,
the 2006-2010 Socio-Economic Development PlanGR&GS, VDGs and the ministry,
agency, and sectoral development plans.

The CPRGS has seven parts:

» the socio-economic setting, current poverty sitrgti achievements and
challenges;

* the objectives of socio-economic development andepy reduction for the
period up to 2005 and 2010;

» the creation of an environment for rapid and sostale growth, and for poverty
reduction;

* large-scale infrastructure development for growtt the reduction of poverty;

ILO-EU-Viet.Nam.R.33 7



major policies and measures for the developmendeators and industries to
ensure poverty reduction and sustainable growth;

the mobilization of resources for growth and poyweeduction; and

organizational arrangements for and monitoring awudluation of the poverty
reduction and growth strategy.

The employment content is clearly presented insgaand 5.

CPRGS sets the overall objectives and tasks ofosmmnomic development and
poverty reduction up to 2010 as folléw:

provide new jobs for 1.4-1.5 million people per anm on average;

increase the proportion of women hired in newlyated jobs to 40 per cent by
2005 and 50 per cent by 2010;

increase the proportion of trained workers in titaltworkforce to 30 per cent by
2005 and 40 per cent by 2010;

increase the rate of rural working time utilizatimn80 per cent by 2005 and 85
per cent by 2010, of which the rate of working tiaigization for women should
be 75 per cent by 2005 and 80 per cent by 2010;

reduce the proportion of urban unemployed peopleéntotal number of people
of working age to about 5.4 per cent by 2005 anghiter 5 per cent by 2010.

Part 5 of the CPRGS shows that policies and mesigardevelop major sectors and
industries to create employment and income-gemgyaipportunities for the poor promote
sustainable growth and poverty reduction:

Develop agriculture and the rural economy to creatployment and income for
rural inhabitants: 77 per cent of the populatiord &9 per cent of the poor
currently live in rural areas and 70 per cent aoime comes from agricultural
activities. For this reason, agricultural and ruddvelopment is a crucial
component of the CPRG.

* The Comprehensive Poverty Reduction and Growth 8ir@tgproved by the Prime Minister at Document No.
2685/VPCP-QHQT, date 21th May 2002 ) p 26-31.

®The Comprehensive Poverty Reduction and Growth §ir@tgproved by the Prime Minister at Document No.
2685/VPCP-QHQT, date 21th May 20Q2064-80.
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* Industry and urban development in order to creabeenjobs and improve the
living standards of the poor.

In fact, the 2006-10 Socio-Economic DevelopmennRfastructured to link to the
implementation of the CPRGS. In this context, semational target programmes have
been set up to achieve the development and powediyction goals; the first one is the
national target programme on hunger eradicationepy alleviation and employment
(Table 15).

The United Nations Development Assistance FramewWoiKDAF) for Viet Nam
sets out concrete development objectives for thigedmNations agencies over the 2006-10
period. These objectives were identified on theshab a consultative process involving
Governments, United Nations Agencies and other Idpugent partners. The Common
Country Assessment (CCA) for Viet Nam, published2id04, and the Government's
Socio-Economic Development Strategy and plans ddrifrom it provided analytical
inputs into the UNDAF formulation process. The UNBAesults matrix contains three
main themes and a limited number of cross-cuttsgyes identified in the CCA. The
themes are reflected in the three UNDAF outcomeasiepnment economic policies
support growth that is more equitable, inclusivd anstainable; the quality of delivery and
equality in access to social and protection sesviteproves; and, policies, law and
governance structures support rights-based developtua realize the values and goals of
the Millennium Declaration. Cross-cutting issueslunle equity and the inclusion of
vulnerable groups; Vietnamese youth in transitiparticipation for empowerment and
accountability; and the challenge of HIV/AIDS.

In addition, gender is mainstreamed throughout WINDAF in order to address
traditional stereotypes about the roles of womahraen, and to improve systematic sex-
disaggregated data and information on gender-spesgues. Poverty reduction is the
basic element to ensure social justice and sust@ingrowth; and in return, high and
sustainable growth could bring about physical epéogsupport and provide opportunities
for the poor to get out of poverty holes. Therefgeverty reduction is considered as an
integrate part of the National, Sectoral and Prdein Ten-Year Socio-Economic
Development Strategy (2001-10), Five-Year Sociofteonic Development Plan (2006-
10) and Annual Socio-Economic Development Plan.dfoployment, the first outcome of
UNDAF concerns helping the Viet Nam Governmentreate more job opportunities and
protect workplace rights, especially for young gdeoand vulnerable groups, including
ethnic minorities and women. These are considesegbals to support growth that is more
equitable, inclusive and sustainable. Thus, the BNDBpecifies development outcomes
that are most appropriate to the areas of focus exobrtise of the United Nations
Agencies, and emphasizes joint programmatic effortmaximize the collective efficacy
of the United Nations, and also help Vietnam’s Goweent reach the development and
poverty reduction goals.

The National Cooperation Framework on Promoting ddécWork (2006-2010)
(NCFPDW) use Viet Nam’s 2001-10 Development Strataegd the second Five-Year
Social-Economic Development Plan (2006-2010) asr&&srence points, while supporting
the country’s implementation of its Comprehensivevd®ty Reduction and Growth
Strategy (CPRGS), along with its commitment to theited Nations’ Millennium
Development Goals (MDGs), Viet Nam Development Gq&DGs), and the concern of
United Nations Development Assistance Framework@ARN). NCFPDW has contributed
to the 2006-2010 Socio-Economic Development Plan] asserts the importance of
creating more jobs and decent work in the natisnalo-economic development strategies
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2.2.

and plans. The employment goals of this framewoekitegrated in the 2006-2010 Socio-
Economic Development Plan and the national targegramme on employment to 2010.
Creating jobs and decent work are key in developimgnan resources, reducing poverty
and becoming socially inclusive.

The benefits of decent work for economic and social development

Economic and social policies are both developmehtips, as is Decent Work. They
all share a common purpose: improving people’s eson and social well-being through
economic and social development. By reducing pgyeémproving health and working
conditions, investing in human resources and paatity in education for young people
and women, productivity is increased,. This appnoboosts economic growth, equality
and sustainable social development in integratisecent Work helps specify what the
development objective is, and has an important iolesustainable socio-economic
development.

Decent Work and economic sustainability

Firstly, decent work helps clarify that employmemwbmotion is implemented by
enterprise development policies and programmesidirad: capacity-building programmes
for stakeholders, entrepreneurs, service institgtiovalue chain analysis, competitive
analysis, and identification of economic opportiesitexercises; employment-intensive
investments; access to financial services for prgreeurs; development of an enabling
policy environment for enterprises and economiovaiets; the creation or strengthening of
business and informal economy associations; theowgment of business development
services and other programmes for micro- and seratrprise development, including
cooperatives; linking to national employment antegrise development programmes.

Employment helps workers and their families havareome and invest in human
capital development for the future. Moreover, msaaming or development of tailored
programmes for specific target groups, such as gqaople, women, vulnerable groups,
people with disabilities, mean that the decent wookcept reaches the lowest income
groups, helping them become self-reliant and redudhe socio-economic burden.
Besides, quality and quantity enterprise developmeearly generates sustainable
economic growth.

Secondly, decent work promotes productivity. Labpuaductivity growth is a crucial
ingredient in national economic growth and ovecalinpetitiveness. It is also critical in
creating quality jobs and reducing poverty, as pobiglity gains can lead to higher wages,
better working conditions and investment in humesources. The first challenge to Viet
Nam’s decent work and sustainable developmeniesfyas how to accelerate productivity
growth and distribute productivity gains.

To obtain better productivity, one must examinelljkfuture trends in the sources of
Viet Nam’s productivity growth. These sources imduthe accumulation of physical
capital, the re-allocation of labour across sectorgestment in human resources and
improvements in less tangible factors such as wadeppractices. In recent years high and
increasing levels of foreign and domestic investnieve produced productivity gains in
Vietnam. However, this route to productivity growttes some limitations in future e.g.,
low efficiency of investments. Therefore, in orderincrease jobs, Viet Nam needs to
attract more foreign investment as well as makalgoeestment.

The reallocation of workers from agriculture to ustty and services has a large and
positive effect on overall labour productivity griiwbecause productivity levels in
agriculture tend to be much lower than in industng services. Given projected changes
in employment by sector (discussed in chapteru@yré benefits from the structural shift
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in employment is unlikely to be great in Viet Nawhere it will depend largely on the
increase in service-sector jobs taking the formadarger share of lower-productivity,
informal service-related jobs. Therefore, improvingprking conditions and social
protection in the informal sector will contributeihcreased productivity.

Another source of productivity growth is the qualitf human capital. Viet Nam has
made tremendous progress in expanding access tatemu Tertiary education rates have
also risen. As enrolment rates are expected t@aser at all levels of education and the
school system, and life expectancy rates contiougse, young entrants into Viet Nam'’s
workforce in ten years or so will have a better aadion than any previous generation.
These trends should serve to benefit labour prodtyctn years to come. But enrolment
alone is not a guarantee of success. Vietnamedeergoare not very skilled (see Chapter
3). As higher rates of enrolment are achieved, fdoais on the policy dimension of
improving the quality of schools, universities avatational training institutes gains in
importance. Public-private dialogue and partneshipve an important role to play in
ensuring that graduates leave educational andrtgainstitutions with appropriate skills
and qualifications which enable them to adapt lggimla changing work environment and
embrace new technology. Government policies a@ @itical in providing incentives to
the business sector to invest more in the trainintheir workers. Progressive workplace
practices based on good working conditions, inriomatin work organization, continuous
learning, good labour-management relations andecedpr workers’ rights are emerging
as an increasingly important way of raising prooutyt while also promoting decent
work. Key to the success and spread of such peactis building the capacity and
productivity of employees through appropriate wdekp organization and establishing
open communications channels, leading to workesgtitened engagement.

It is important that productivity gains reach wakeat the lowest income level in
society. Accelerating productivity growth within wer value-added sectors, e.g.
agriculture, or the informal sector in which thejondy of Vietnam's working poor are
still engaged, can be a key driver of economy-vdeuctivity growth. At the same time,
this can serve as a counteracting force to impiogeme equality. The importance of
equitable distribution of productivity gains algumpées to firms and workers. The poverty-
reducing potential of increased productivity iselik to be boosted if the gains from
increased efficiency accrue not only to firms’ jofout also directly benefit workers
themselves. The most direct link with poverty rdduc is through wages, but other
channels are equally important. For instance,tehavorking hours for equal or greater
pay can improve living standards. It is also esakfor firms to benefit from increased
productivity, as this allows them to make investteeand fuel future growth.

Stronger collective bargaining systems and impradieébgue between workers and
employers are instrumental in ensuring that alesideap the rewards of productivity
improvements. Investments in human capital arentisédor ensuring that workers have
the skills required in emerging occupations. Inwvesits in infrastructure and improved
governance are needed to encourage foreign investrfecilitate export growth and
mitigate the social costs of adjustment.

Decent work and social sustainability

Decent work is not only an economic policy but adssocial policy. It contributes to
social sustainability by promoting the extensiorso€ial protection, equitable develpment
and establishing good governance and supportiveitainarket institutions.

Firstly, decent work promotes extending social @ctibn. Extending social
protection in Viet Nam is critical to ensuring tkecial sustainability of the country’s
economic dynamism for the following reasons.
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The rapid growth of Viet Nam’s elderly populationderlines the need to develop
appropriate, well-targeted policies and schemdsdtid an ageing society. Vietham needs
to encourage the access of older workers to dewmahtproductive work, as many older
persons in the rural areas cannot afford to repiagticularly as traditional family support
systems are gradually being eroded.

But it is not only the elderly for whom social pgotion and safety nets are important.
The workers in Viet Nam face constant risks, suslp@rsonal and family ilinesses, lay-
offs, political uncertainties, economic instabilaynd the potential loss of livelihood from
natural disasters. Developing a basic social sgcyackage with minimum wages
sufficient to build an effective social floor iskey supportive mechanism for protecting
workers, promoting increased consumption and hglfprreduce poverty among the most
vulnerable. The Government needs to increase ratlmrdget resources, and enterprises
to increase their income by promoting productivatyd good work organization to ensure
the long-term budget’s sustainability.

Bringing informal workers into the framework of $alqorotection is also essential for
sustainability. The fact that more than a millionetiamese are still working in the
informal economy reflects a persistent and troubtes inability in existing formal
mechanisms, protection and systems to adequatelg sesufficient number of workers
and workplaces. To effectively extend social seégunto the informal economy, the focus
of attention should initially be placed on priordayeas, such as access to basic health care,
family benefits or allowances that permit childtenattend school, targeted cash transfer
programmes and basic universal pensions for oldaageinvalidity. Extension of micro-
finance and micro-insurance is important, too. Tdifferent risk-managing financial
services available in Viet Nam are not appropriatevorkers in the informal economy, or
for low-income households. Risk-managing finandalvices are defined as financial
services that allow households to more effectiwgge with risks and economic stresses,
focus on insurance, flexible savings and emergéranys.

Secondly, decent work promotes equitable developmieor development to be
sustainable, the benefits of growth must be shageally. The existence of persistent or
growing per capita GDP gaps between urban and eresls (Table 11a), and between
regions lessens the likelihood of smooth economiegration in Viet Nam and could
adversely affect growth prospects. In additiongéaand widening income inequalities are
detrimental to economic growth and poverty reduciéigure 2).

12

ILO-EU-Viet Nam.R.33



Figure 2: The rich-poor gap over time
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Faster growth in wages among skilled workers vemniskilled workers (most of the
latter being migrants, women, agricultural and ypurorkers) is a clear driver of widening
income inequality. In effect, the biggest winnersni globalization have thus far been
workers with the education and skills needed toetadvantage of the emerging
employment opportunities, leaving many millionsvedrkers in the country lagging far
behind.

Sustainable development and the realization ofrtte@erk require persistent gender
inequalities to be effectively addressed. For msta gender-based inequality in labour
force participation can reduce the overall sizetld productive workforce and the
economy’s growth potential. Moreover, employmenpantunities, higher education and
training, and consequently better earnings helpavgwomen’s social status.

Rapid growth in Vietnam has been accompanied bywemealevelopment across
geographical areas, leading to increased ineqemlifio a great extent, economic growth
has been fuelled by dynamic urban centres, and es®rkave migrated in droves to
booming urban metropolises; in many cases, diff@ern living standards between urban
areas and rural hinterlands have grown sharplyre@itly, it is clear that the rural poor do
not lack work but rather suffer from low-productiverk. Rural development strategies
must therefore be made more explicit and includé&atives to increase agricultural
productivity and promote non-agricultural employmen

The extent to which Vietnam'’s widening inequalita® successfully addressed will
have a large bearing on the realization of decemkwEconomic and social policies must
take into account any direct or indirect effects the distribution of wealth and
opportunities. Removing obstacles to equal oppdragnis essential. The best way to
achieve this balance is through dialogue betweersdlcial partners.
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An essential step is to ensure equal access to bdacation and to more advanced
training so that new and existing workers will pui@ped with the skills and education
needed to succeed. Governments, employers anduraoles must work together to help
eliminate gender-based discrimination and to eragmiwomen’s participation in labour
markets. A significant increase in investment imatunfrastructure is needed to reduce
emerging geographical inequalities .

Decent work requires establishing good governance
and supportive labour market institutions

3.

3.1

Economic and social progress will be very much uaficed by the political
environment and the quality of governance. Reptasiga and accountable institutions
can deliver better services to the poor, facilitat®nomic development and strengthen
social cohesion. Insufficient attention has beewemjito the role of labour market
institutions, resulting in weak labour market ihgions and enforcement and limited
social dialogue, which collectively constrain naabefforts to promote decent work.

To make decent work a reality in the context oémsified competition and changing
patterns of work and employment relationshipss itriucial to strike an effective balance
between flexibility, stability and security, andgstshould be done on the basis on respect
of rights and negotiated solutions. To find thitabae, labour law reforms, transparent and
accountable institutions, democratic political gndicial systems, strong employers’ and
workers’ organizations, economic openness and l@evigvil society are all crucial. Very
importantly, the capacities of employers’ and waoskeorganizations need to be
strengthened so that they can effectively partteipa governance and provide relevant
services to existing and potential members, indgdhose in the informal economy.

Labour market governance should also address siegsof the informal economy.
Informality is essentially a governance issue awatkens efficiency and security: The
starting point for national strategies to reduderimality is the recognition that operating
in the informal economy involves high costs to basses, workers and their communities.
Strategies need to include measures to reduce omepliance costs of informal
entrepreneurs and to expand formal-economy oppitigsinthrough economic growth.
However, it is also important to recognize thatessfstent informal sector is an important
source of income for millions of Vietnamese in a@rtperiods.

Viet Nam’s socio-economic development challenge s,
socio-economic risks and the social protection role

Socio-economic development challenges and social protection role:

The process of socio-economic development andratieg in Viet Nam face several
challenges that generate various social proteciemands. A major development
challenge for Viet Nam is to achieve sufficienttaursable growth to secure the inclusion
of the vulnerable groups and the young in the dgmént process. Factors affecting the
high demand for social protection are presenteoviel

First, the demographic dynamic that led to: (i)idagrowth in the labour force and
wage labour force (due to increasing numbers ohgqueople, women and old workers);
(i) massive movements of people from rural to arlaaeas (due to urbanization, a huge
labour force in the rural areas, and rural/urbaequality). Redundant workers will be
numerous. The proportion of skilled workers in tgour force is low. The continued high
rate of population and labour force growth, whileetVNam’s ability to create new jobs
and increase labour productivity remains limitediensifies pressure to solve the
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employment problem. The number of unemployed andeemployed people in the
country remains large.

Second, increasing socio-economic inequality acgesgler, social classes, regions,
ethnic groups and urban and rural areas. Unequadsacto basic services such as
education, health-care, housing, and employment léa inequalities in sharing
development outcomes, especially for young peopl@ ‘aulnerable groups, including
ethnic minorities, women, children, the disabled #re poor.

Therefore, Viet Nam has to solve many social ptaiagroblems at the same time.
While the old need pensions, health insurancealsleitemployment programmes, the
young who face increasing competition for educatioand employment opportunities
need to improve their access to secondary, tert@mg vocational education and
employment opportunities, as well as a healthy wéyiving. Women need gender
equality including in employment, wages and thedear of domestic work, as well as
affordable, good quality child-care to integraterenm the development process and get
more from development outcome. Minimum wage padicigorking conditions, rights and
respect in the workplace, delivering social sewite mobile populations are another
concerns of social protection schemes.

3.2  The development risk and the role of social protection

Growth alone is not a sufficient condition for geaténg inclusive societies.
Populations, households, and individuals face wsgriasks that can plunge them into
poverty, so societies have to take steps to retheie vulnerability and to cope with the
effects, when shocks occur. Risks may include ahtlisasters; civil conflicts; economic
downturns, or idiosyncratic household reversalghsas crop failures, unemployment,
illness, accident, disability, death, and old d@gegatening the future of the household and
its members. Development interventions may themsebreate new vulnerabilities and
risks through involuntary effects, such as lessrdtible goods and services, temporary job
loss, loss of common property, displacement, asd &6 community support networks and
social capital. Generally, four main types of riskthe people can be identified: (i) those
related to the individual lifecycle; (ii) economic(ii) environmental, and (iv)
social/governance-related. Some risks affect glupation groups equally; others have a
more intense impact on the poor, women or children.

There are many risk reduction mechanisms, bothdbeand informal, and delivered
either by the public and the private sector. Int\Wam, formal risk-reduction mechanisms
usually cover the formal sector only, not the poorthe informal sector. There are
informal strategies to cope with risk; many of whiely on community arrangements and
women's support. However, as urbanization and indiization gradually undermine the
effectiveness of traditional and informal protentimechanisms, new public and/or private
systems need to be put in place to reduce risksetpopulation. Social protection presents
a variety of instruments to deal with the diversifion of most of these risks, primarily to
mitigate the impact of shocks or to help peopleecafih risks if they occur.

A large variety of risks is not addressed througbiad protection alone. The long-
term solution to vulnerability depends on good aband economic development decisions
that address the structural causes of vulnerablgvelopment policies should therefore
(i) involve proactive interventions to reduce vuhdglity and to support populations to
overcome poverty; and (ii) try not to alter exigtimformal family and community-based
mechanisms to cope with risk, given that theseigeo® level of social protection to the
population, and when possible, encourage commuinityegn interventions (social funds,
micro-finance, micro insurance, etc).
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3.3

The social protection roles in the National socio-economic
development strategies and plans:

Recognizing the important role of social protection ensuring more equitable,
inclusive and sustainable development, the socik@mic development strategies and
plans consider social protection as an instrumening people from risk, as well as
mitigating the impact of shocks or helping peomee with risks if they occur.

Viet Nam’s 2001-2010 Socio-Economic Developmenat8yy states: “Promote the
activities of rendering thanks and taking carernfalids, Agent Orange victims, lonely
elderly people, helpless children. Insurance pedicghould be also broadened in terms
both of their coverage and of targeted peopl8dme efforts will be made to improve
living conditions, gradually narrowing differencesd forming a rational balance of
incomes and living standards between rural andruabeas, between different regions and
different classes in the population.

One of the socio-economic development plan (200@8P@ajor tasks and measures
is: “Strictly implement the compulsory social inaoce regime, prepare and implement the
voluntary social insurance system and unemployrnmsairance for workers”.

The Comprehensive Poverty Reduction and Growthegfya(CPRGS) considers that
one of the major policies and measures to enswergoreduction and sustainable growth
is to “Narrow the social development gap betwediedint regions and population groups,
reduce the vulnerabilities of the poor and disathged groups; realize gender equity and
the advancement of women; stabilize and raiseittegl standards of ethnic minorities;
expand social protection and the social safety ametl develop an effective system of
emergency relief; expand the participation and eobathe role of domestic social
organizations and non-governmental organizationsthe process of building and
implementing the social safety nétSome CPRGS targets inclutle:

* Reduce the vulnerability of the poor and disadvgethgroups and strengthen the
social safety net to support thersignificantly improve the income of the poor,
especially of households headed by women; improgeytiality and access of the poor
to basic social and production services as wethther resources, especially for poor
women. Ensure that by 2010 households in urbansaaea granted land use right
certificates and certificates on the right to ovaeit houses situated on a legal land
area. Expand the formal social safety net to abppem Reform social insurance
policies and mechanisms. Encourage household amdgmuoaity participation in
various forms of voluntary insurance. Improve thecess of poor workers and
disadvantaged groups to the labour market, anccediyeimprove their access to job
training. Increase the quality and quantity of ewypient. Assure job security.
Strengthen child and juvenile security; resolve pheblem of child labour, homeless

®  http:/mpi.gov.vn (Socio-Economic Development strategy 2001-2010e@atizing the

development strategy).
” http://mpi.gov.vn(Socio-Economic Development plan 2006-2010), p iv.

8 The Comprehensive Poverty Reduction and Growth §irdtgproved by the Prime Minister at Document No.
2685/VPCP-QHQT, date 21th May 20Q2y.

°The Comprehensive Poverty Reduction and Growth §ir@tgproved by the Prime Minister at Document No.
2685/VPCP-QHQT, date 21th May 2092080,31.
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children, children in special circumstances, angeelly children from households
headed by women. Protect people living under spettimimstances (disabled people,
people affected by dioxin, the dependent elderly Wte alone, people targeted by
policy and other groups of people). Take care af piovide treatment to HIV/AIDS
infected patients, drug addicts, etc. Develop atjias to prevent and alleviate natural
disaster. By 2010, halve the number of people nigllback into poverty due to
alamities and other risks.

Gender equality, empowering women and ensuringdidnils rights: Improve the
guality of women’s spiritual and material lives; grove their occupational skills.
Create conditions for women to participate in amshddit fully and equally in all
aspects of life: political, economic, cultural asdcial. Increase the participation of
women in agencies, sectors and enterprises atvadld by more than 3-5 per cent in
the next ten years. Ensure the rights of womenetrefit from household assets by
allowing them to register as co-owner of assetmésas for their husbands); ensure
that the names of both husband and wife appeaarwh lise right certificates before
2005.

Encourage the building of cultured families basacenhancing the role of women as
an authority figure in the family; adopt necessaigasures to help women reduce the
burden of domestic work (preparation of food/mdafsfamilies, transport, child care,
etc.). Reduce violence against women and femaldrehiin the family as well as in
society. Create favourable conditions to implemaalicies on child care and child
protection, enforce the rights of children to elstirat they are able to live in a safe
and healthy environment, to develop their physstadngth and intellect, and to ensure
that orphans and disabled children who live iniclift circumstances are provided
with opportunities to study and play.

Concerned in United Nations Development Assistalfcemework (UNDAF), the

second outcome is Improved quality of delivery aqdity in access to priority appropriate
and affordable social and protection services (iticlyg: education, health, clean water,
sanitation, nutrition, population, thuong tat andial security.)

The National Cooperation Framework on Promoting ddécWork (2006-2010)

(NCFPDW) considers social protection provision t® @ne of four components and
measures to reach decent work in Viet Nam.

ILO-EU-Viet.Nam.R.33
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Chapter 3

Decent work opportunities and challenges
in relation to social security

1.

1.1

The demographic dynamic

Social protection schemes should be planned obahis of a thorough assessment of
the full range of needs and of the costs of meedtmgn in a sustainable manner in the
short, medium, and long term. Demographic trendse himportant implications for this
process.

Demographic growth rates are declining in Viet N, the total population is still
huge — and young. Three central factors relatingofmulation and affecting the demand for
decent work and social security in Viet Nam are= thcrease in the proportion of the
working-age population — an advantage and sourgeregsure for decent work in Viet
Nam; the large proportion of women of child-bearagg, especially those aged 20-24 who
are at the height of their fertility; and the lang®e in the proportion of the elderly in the
population.

Increase in proportion of population of working age

Over the past 20 years or so, Viet Nam has se&arp slecrease in the dependency
ratio, which measures the relation between the latipn of non-working age (aged under
15 and over 60) with labour force participants thde—59 years). According to the
General Population Census over the 1989-99 peathediependency ratio decreased by 16
per cent, from 86 to 70 per cent. By 2006, thig @d declined further to 55 per cent
(Table 1). This means that 100 labour force paicis have to support 55 dependent
people not of working age. This reduction is dudhe fall in the dependency ratio of
children.

Each year, about 1.3 million people enter the laboarket. The proportion of the
population of working age evident in Figure 3 shawsharp rise from 50.37 per cent in
1979 to 64.5 per cent in 2006. This trend is exg@btd continue and to reach its peak (69.1
per cent) in 2019. This is a “demographic gift",“"@emographic dividend”, a good
opportunity to develop and expand the labour fonc¥iet Nam. If Viet Nam is able to
exploit the opportunity offered by a larger labdarce, the demographic bonus can be
made to drive higher rates of savings and greateesiments, both in physical
infrastructure and in the human capital of the ypukrise in investment rates can lead to
capital deepening and productivity growth in tewwhsutput per worker. The demographic
dividend also offers an opportunity to increase woiw participation in the labour force.

However, this demographic gift also requires theation of decent work and
increases demand for social security, health eadecation and poverty reduction for a
large number of working people put under high pressThis has clear implications for
education, health, population, child protection,d alabour market policies for the
realization of human potential and the creationmgortunities for self-reliance, in order to
transform the vicious cycle of poverty into a votus cycle of growth and human
development.
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1.2.  High proportion of women of child-bearing age

Among women of child-bearing age, especially highes of fertility are seen
amongst those aged 20-29, notably those aged 2¢e@ (Table 2). In 2006, the
proportion compared with the total population wad Ber cent, a fall of 0.4 per cent
compared with 1999; however, with the total popalaiow standing at 85 million, the
numbers of women giving birth and the 1.5 millicabkes born annually are rather large.
This trend will continue over the next decade owiog/iet Nam’s high birth rate in the
past. This results in a great demand for socialrgdn terms of future health-care. One
other problem is that 70 per cent of the womenibgax child each year live in rural areas,
where few have access to the social security syskeraddition, the reconciliation of
women’s reproductive role and their labour forcetipgnation has implications for social
security in terms of reproductive health care, ation, job training, employment, gender
equality, and family services (contraception, clglite, and access to credit, technology
transferring in breed and farming) for these women.

1.3. Ageing of the population

“The demographic gift becomes a burden as the pmjmr ages.” Viet Nam’s
population is very young: in 1999, the populatiged over 60 years accounted for 8.1 per
cent of the total population, in 2006 for 9.2 pentc(Table 3); however, the proportion of
elderly people in the population is rising sharfne of the most important indicators of
ageing in the population is the decomposition & tiependency ratio into the elderly
(65+) and youth (under 15 years) components. Tlopagotion of the elderly in the
population rose from 12 per cent in 1989 to 17qa#t in 1999, and to 27 per cent in 2006
(Table 4). In other words, the proportion of thdegly has increased rapidly over the past
20 years.

In accordance with traditions and customs in Easteuntries, the Viethamese are
very attached to their families and take care of mspect the elderly. Most old people in
Viet Nam were born and grew up in hard conditidagght in wars and participated in the
reconstruction of the country. It is hard to lodteathe elderly, 80 per cent of whom live
in rural areas, because of their increased nungefghe impact of a western lifestyle and
the negative effects of market mechanisms. The lpopn share of the elderly rises
because of the increase in the population agedti/gears and the tendency to fall in the
population aged under 70: in effect, this means tthe elderly are enjoying their pension
for longer.

Two forecasts concerning Viet Nam’'s population @puydation estimate over the
1990-2015 period by the National Committee for Rajpon and Family Planning; and the
annual forecast by UNFPA) both show that, by 204i8f Nam will reach replacement-
level fertility (approximately 2.1 children per wem), and by 2020, an elderly ratio of
6.5—7.2 per cent. It is estimated that over the 88xyears, male life expectancy will rise
by 5.2 years (from 67.4 in 2000 to 72.6 in 2028)néle life expectancy will increase by
4.6 years (from 74.0 in 2000 to 78.6 in 2029). Ager life expectancy will rise by about
1-5 years (rising sharply in first years and prdpétereatfter).

It is estimated that the number of persons aged @¥gears, will reach 16.49 million
in 2029 (from 6.19 million in 1999), though theeatf increase will fluctuate®

Between 1999 and 2029, the number of old peoplerisé by 1.4 per cent per year
(approximately equal to the natural population gfovate), far lower than in the previous

10 Calculated fronGSO: Population forecast (1999—-2029P00.

ILO-EU-Viet.Nam.R.33 19



ten years (1989-99, when it was 2.9 per cent —etwhe population growth rate). In the

first decades of the 21st century, in fact, the Ineinof old people in Viet Nam is expected
to stall. The reasons are the decline in the bath in the 1940-45 period (because of
starvation) and the rise in the number of deathtnduhe war of the 1970s. During the

period, the ratio of old people was not high ara population of working age was at its

height).

Between 2009 and 2019, a marked increase is expecthe number of the elderly
(about 5 per cent per year, 4.5 times as mucheapdpulation growth rate over the same
period). The ageing of Viet Nam’s population is exied to accelerate from 2014-15. At
that time the ratio of the elderly will be 10 pant, and the median age (the age at which
the population divides into two equal parts) widl BO years. This is due to the post-war
population boom that occurred in 1955-65.

In 2019-29, the elderly will keep increasing at ktingher rate (5 per cent per year),
and by 2029 there will be 16.8 million elderly pms, making up 17.8 per cent of the total
population™

Regional differences in the elderly ratidifferences between geographical areas
result in inter-regional dissimilarities in the ety ratio. Generally, in urban areas and
deltas, the ratio of old people is higher than iountainous, remote and far-flung areas.
The highest population share of the elderly is @uRiver Delta, the lowest in the Central
Highlands and the North-east, which have the highieth and infant mortality rates. The
South-east has the lowest rates of birth and infantality of all the regions in Viet Nam.
However, this region absorbs a large amount of gnamt labour, so its population
structure is young. In short, these characterigfusuld be taken into consideration in
regional social security.

Increased numbers of old women:Viet Nam, in the over-60s age group the current
male-female ratio is: 140 women for 100 men; as mienyounger among the over-80s
there are two women for one man. The main reasarhigher female life expectancy — on
average, between four and six years. This charstiteshould be taken into consideration
when determining whether different retirement agjesuld be set for men and women.

An elderly population presents considerable probléman underdeveloped economy
like Viet Nam’s, given its incomplete welfare stated insurance system, which have poor
capacity to meet the increased demand for soaigion for the elderly.

The social and economic consequences of ageing bwaljarsh, requiring major
policy responses. For example, in Viet Nam:

m |t is predicted that by 2029 there will be 16.Sliom old people (accounting for
18 per cent of the total population). The high gideatio will put pressure on health-
care, because expenditure on health-care for thezlglis 7.5 times as much as that
on the younger, working population (aged 15-59g)ear

m  Because of the negative impact of industrializathtmd modernization, many young
people migrate from rural to urban areas in seafctvork, leaving only women,
children and old people living in the countrysitiéoreover, old people in the rural
areas have no health insurance or retirement penSimnsequently, it is hard to take
care of elderly people in Viet Nam.

1 Calculated fronGSO: Population forecast (1999—-2029P00.
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m  The increase in the number of people aged ovar@dtes a lot of pressure, because
old people need help in their everyday activities.

m  Ageing causes growing pressure on public servigessions, and other social and
economic consequences. The most important challsngeprolong the working life
and enhance the employment opportunities for oldmikers, renewing their skills
and knowledge.

The large rural population, the potential for urbamral migration, and the poor:
More than 70 per cent of the population in Viet Naras in rural areas. Most poverty is in
rural areas (though poverty is also increasingjrban and in mountain areas). About 17
million people (20 per cent of the population) g@or. More women than men live in
poverty and poverty increasingly affects older pess Social divisions between ethnic
groups are often intensified by differing povergyels; and recently arrived immigrants
tend to be poorer. The gap between rich and podfiieghNam is increasing. Further, the
high levels of poverty in Viet Nam hold back theparsion of traditional social protection
measures. The priorities of the poor are maintgitire source of their livelihood; securing
food, shelter, and clothing; avoiding natural disess and maintaining the health of the
breadwinner. They do not include, for instance;ageé insurance.

2. The labour market and employment
2.1. Labour supply

Another aspect of the demographic transitions desdrabove is the fact that Viet
Nam'’s already enormous labour force is expandinghaspopulation grows (85 million
people), giving a large labour force (45.6 milliabour force participants in 2006). In Viet
Nam, one million people enter the labour markeheggar, and 45.6 per cent of them are
young workers. The labour force represents a hotengial for Viet Nam. In the past five
years, the population has increased by 1.3 perpmgntear and the labour force by 2.6 per
cent per year, with over 1.3 million people reaghivorking age each year (Table 4).

These figures show that Viet Nam has a very laageudr force; if the annual increase
in jobs created is 1.4-2 per cent per year, thearlyl some increase in the unemployed
can be expected each year.

The low quality of the labour fordéThe big challenge is low quality of the labour
force in Viet Nam. Although the percentage of edeidaand trained workers is increasing
over the years (21 per cent in 2003, 22.5 perice2®04, 25 per cent in 2005 and up to 30
per cent in 2007), it is much lower than the targef010: 40 per cent. Moreover, the
education and training structure is not appropyiaefeich leads to an imbalance between
vocational training and college/university (thene anany more students than highly
skilled workers). The quality of education and rinag is not adapted to labour market
demand. As a result, many young workers cannot jibd or must accept an informal-
sector job.

The youth labour challengefhe youth labour force is huge (20.1 per cent 4f 4
million in the labour force), although the rate labour force participation of this
population group (15-25 years of age) is lower tfmrother groups. Young workers who
have less work experience and fewer occupationalifipations are much more likely to
be unemployed than adults (Table 4). Many youngplgebave been forced to accept

12 \/ietham Economic times, 2007-2008 Vietnam and @dbtonomy, p23.

ILO-EU-Viet.Nam.R.33 21



Figure 3.

inferior forms of employment relative to their léwd# education — this mismatch between
education and employment represents a waste ofiaayital.

Increase in the working-age population, 1979-2006, with projections to 2019
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Sources: 1979 General Population Census of Viet Nam; 1989 General Population Census of Viet Nam; 1999 General Population and Housing
Census of Viet Nam; 2006: An investigation into the fluctuation of population, labour force and family planning on 1 April 2006; 2019 Population and
Projections Database, Viet Nam, GSO, 2000.

The women labour challengélthough the number of women participating in the
labour market is increasing, they mostly do unskilvork, in difficult working conditions,
with low productivity and wages (mainly in agriaue, the informal sector and self-
employment — Table 5a). Most are employed in theape sector (82,7 per cent) and
informal sector (70 per cent). In rural areas, woskare under-employed for five to six
months of the year, and 70 per cent are wohém.addition, Viethamese women have
double roles: both economic and reproductive. Tdigolrr force participation rate of
women aged 25-34 years is 85 per ¢&mural women are especially burdened with
housework, farming work and wage-paid work, if theusbands work far from home.
Women workers are also vulnerable to losing thaasjfor economic reasons and have to
get one in the informal sector or work in hard, Jpmductivity and low-income activities.
The reason for this situation is that female wakiarViet Nam is not very highly skilled
compared with male workers (84 per cent of womenkers have not received any
training compared with 76 per cent of méh)Vomen also start work earlier than men
(they have to stop going to school earlier than )nsa their competitivity in the labour
market is lower in the medium and long run.

3 Nguyen Nam Phuong, “Gender equity in labour fomoel employment " Labour-social Public
house 2006, p82.

1 Fluctuation of population, labor force and familyapning survey, April %, 2006, Statistic
public house 2007, table 3.12 page 45.

15 Report in Labour and Employment and survey 1/762@502007

22

ILO-EU-Viet Nam.R.33



The labour migration challengefhere is significant labour migration, both intarn
and external, amongst Vietnamese workers. Accortlinghe population survey, there
were 486.5 immigrants in 2006, of whom 56.7 pert caigrated from urban to urban
areas, and 39.9 per cent from rural to urban aseiis, more female migrants (52.1 per
cent) than male migrants (47.9 per cent). Of migraaged over 15 years, 62 per cent
participate in the labour force. More than 50 pentcof migrants aged 15-19 years
participate in the labour force. For the 20-24 gemge group, this percentage is 70 per
cent; however the unemployment rate is 8 per cigttehn in this group, which is higher
than in the other age groups (Table 6). The empdoynof migrants is a considerable
problem.

Increasing migration in Viet Nam raises the follogiissues for consideration in
relation to social protection:

m  Protection of basic rights:migrant workers’ rights to organize and to bargain
collectively are frequently denied by virtue eitloditheir contracts of employment or
agreements entered into by their governments. Mane 20.7 per cent of migrants in
Viet Nam work without a contract Sometimes the employment contract stipulates
that a female migrant worker’'s employment is candal on her not falling pregnant.

m  Conditions of employmeninigrant workers’ incomes are lower than non-miggan
on average migrants’ income is VND 957.000 VND pwmnth, compared with VND
1.212.000 VND per month for average non-migrantsiome’’ Migrants have to
work larder, for longer hours and in more dangemrglitions.

m  Basic social services and access to serviddigjrant workers have difficulty in
gaining access to bank credit, compared with nagramits. Migrants usually work
without any health insurance (64 per celitlhey have no access to education or
social activities, and poor migrants are not el@ibor social assistance schemes
aimed at reducing poverty.

2.2. Labour demand
Economy-wide and low-quality patterns of growth

In terms of employment generation, economic grointihecent years has generally
been less “employment-intensive” in Viet Nam tharwas in the 1990s and the early
2000s. For instance, employment grew at an avesageal rate of under 2 per cent
between 2006 and 2007, compared with 2.5 to 2.&@et between 1991 and 2005. This
occurred despite more rapid GDP growth in the dgi&ziod (8.32 per cent versus 7.5 per
cent), employment elasticity decreasing over tiffiab{e 7). In this period, job creation
was not equivalent to economic growth for the fellog reasons: firstly, this change was
due to the expanding labour force and to a shitiyafkom labour-intensive agriculture to
services and more export-oriented, capital-intenamanufacturing. Domestic reforms also
played a role: the trend toward privatization aditetowned enterprises resulted in a
significant release of labour through redundanciésr instance, the percentage of
agricultural labour decreased from 73 per cent9@01to 54.6 per cent by 2007, while the
rate for industrial and services employment inaedaisom 11.2 to 19.6 per cent and from

16 Migration survey in Viet Nam 2004, main resultgttic public, pp.98, 107.
" Migration survey in Viet Nam 2004, main resultgttic public, pp.98, 107.

18 Migration survey in Viet Nam 2004, main result&t8tic public, p. 121.
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15.7 to 25.9 per cent, respectively, in the sameoge Employment in state-owned
enterprises represented only 9 per cent in 200paoed with 11.6 per cent in 1990 (Table
8). Moreover, though Viet Nam’s economic growthciensiderable, it is not of high
quality; the input capital is high but not effeetiy used, so job opportunities decrease
(employment elasticity decreases over the yeargbl€T 7). Although Viet Nam’s
unemployment rates remain low (Table 9), under-eympkent (in state-owned
organizations and rural areas) is increasing.

Another issue is whether the jobs being creatediéh Nam are of sufficient quality.
Some relevant questions raised in this contextdoether workers’ lives and livelihoods
are improving in a meaningful way; whether theitames are sufficient to support them
and their families; whether they have formal sogiadtection should they become ill or
lose their job; and whether they are benefitingnfreafer workplaces, expanded rights and
greater voice at work. These issues are well st in informal-sector employment.
Lately, there have been many isolated studies enirtformal sector and the national
results are that about 20 per cent of the whole@mically active population in Viet Nam
works in that sector. It is plausible to argue tiat informal sector has created jobs for an
estimated 7—8 million workers. It is also importéminote that it provides additional jobs
and thus offers income-generating opportunitiesntany people whose jobs do not
generate enough income to support their familigs,teachers, service workers. Moreover,
in the rural areas, millions of farmers are ableetwn extra income through informal
activities. The living conditions of farmers arefsard that in many regions their monthly
per capita income is roughly VND 16,000 ($1.30)isTik especially true in mountain areas
where people usually live in great poverty. Theoinfal sector not only absorbs a large
proportion of Viet Nam's labour force, but it prdgs services to millions of Vietnamese.
It will remain an important permanent sector in tMi&m’s economic life and structure.
Studies show that each year about one million yquargons start looking for jobs, and at
this stage there is no possibility for Viet Nam deeate so many new jobs. The only
solution will be the expansion of the informal sgcin both urban and rural areas, and
gradually improving its quality. In fact, regarditige urban areas, the dynamism and the
possibilities that open up through informal econoractivities give much hope to the
urban poor. The informal sector works using sinmplehnology, with non-fixed working
hours. The place of work may be fixed, but in mamstances it is ambulant. It is not
systematically organized and the workers are ne¢m@al by any social insurance system.
Their activities are so flexible that they usualty not need local authority permits.

Currently, 55 per cent of the Vietnamese laboucdois employed in agriculture,
forestry and fishing, with low productivity (VND ®.million per person per year at
constant 1994 prices). These farmers were affelojethe high inflation of 2007, and
received no assistance. Although productivity imnstruction industry and services is
higher than agriculture (VND 58 and 39.5 million toyn/person/per year at constant 1994
prices), this is still low because of low technglpdpw skills and inappropriate work
organization. This leads to growing income insigbil

Fiscal situation in Vietnam

With massive capital inflows in 2007, Vietham’'s momy grew rapidly. The
monetary authority purchased large amounts of dorecurrency to prevent the
appreciation of the Vietnam dong, and eventualiledato absorb the additional liquidity
through the sale of bills. The growth in money dyped to a rapid expansion in credit,
driven mainly by joint stock banks. The public istreent take over half of investment
capital (VND 40000 billion in 1999, VND 60000 bl in 2003 and VND 75000 billion
in 2006) with low profit generation (3 per centflation therefore accelerated and a
property bubble developed. Ballooning imports afistanption goods added to an already
large trade deficit, mainly associated with purésasf capital and intermediate goods.
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Investments by economic groups and general largecations outside their core business
fuelled this asset price frenzy.

In response to this general deterioration of mamoemic conditions, measures were
taken to reduce the growth rate of credit, with ebgective of bringing it down to 30 per
cent by the end of the year. The stabilization pgekannounced also included cutting
government expenditures, stopping inefficient publvestment projects, postponing new
ones, and allowing greater flexibility of the exoge rate. The GDP growth target for
2008 was revised downwards, from 8.5-9 per cefitfer cent.

Given this situation, and although Vietnam’'s wagéomm in 1993 had created a
major change in workers’ incomes (the state-owna@rprise worker’'s average income
was over VND 2 million (current prices) in 2007,i¢es as much as in 2000 and increased
by 12.6 per cent in 2006), workers’ incomes have improved much because of high
inflation rates in Vietnam (in 2007 it was 12.63 pent) (Table 10 and Figure 4).

Figure 4: Inflation in Vietnam, 1998-2007
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Source: ADB (2007). “Key Indicators 2007: InequalityAsia”; MOF 2007 “2007 Vietnam Budget”.

4. Social security in Viet Nam

In Viet Nam, the social security system compristhg mechanisms, policies and
measures of the Government and society, and thelysugd community health-care
services through a network of social insuranceltihéasurance and social aids aiming to
help all members of society deal with risks and sbeio-economic shocks that expose
them to the reduction or loss of their income beeaof sickness, pregnancy, incidents,
vocational diseases, age-related incapacity reagorabour force, or for some other
objective reason that traps them in privation. Basic principles of a social security
system are: (i) orientation towards full “coveragd”all members of a society; (ii) secure
financial sustainability; (iii) secure stability ofganizational institutions; and (iv) the State
is the sponsor of the system. Social security’snnfainctions are risk prevention, risk
mitigation and recovery from risks.

Social protection consists of six major elements:

1. Labour market interventions: Labour market wations focus on providing
protection for the category of the poor who areeatiol work. They vary between
active and passive programmes: active programmelsidi@ training and skills
development and employment counselling; passiveeniahtions include
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unemployment insurance, income support and chabgdabour legislation, for
example, establishing a minimum wage or safe wgrkionditions.

Social insurance schemes are contributory ard keneficiaries make regular
financial contributions in order to belong to aeete that will reduce risk in the event
of a shock or risk. These include retirement, séden pregnancy, and employment-
related accidents. However, sickness is mainly imaléy health insurance policies,
therefore there is a need to extend to all agucaltworkers, self-employed farmers,
craftsmen, artisans other self-employed persond,carnl servants, Unemployment
insurance should also be available to unemployedkevs. In Vietnam social
insurance is available mainly to workers in thdestector. Less than 2 per cent of
GDP is devoted to social insurance (Table 5d).

To improve the effectiveness of social insuranakcp, on 29 June 2006, the Social
insurance law was passed by the Ninth Conventiathefl1th Legislature. The law
includes provisions on compulsory social insuran@dyntary social insurance and
unemployment insurance.

Voluntary social insurance is a nhew scheme that stélrt on 1 January 2008. The
scheme provides a monthly pension, one-time sowalance, and survivorship.

Unemployment insurance includes: unemployment alme, vocational training
allowance, job search support. The scheme will cenga on 1 January 2009.

Social health insurance. Health insurance réigulsiin force in Vietnam since 1992
include two schemes: compulsory health insurandevatuntary health insurance

« Compulsory health insurance has been extended nefibiaries of social
assistance, the poor, dependants of army and pssatiarity officers, and ex-
servicemen.

* Voluntary health insurance is open to all excepiséh covered by the
compulsory health insurance scheme. However, ¢atis must adhere to
principles on contribution responsibility; benefigge paid by the health
insurance authority to contributors.

Special social support. The coverage of spesmalal support in Vietham is being
extended. Before 2000, only three groups were eakeannattended elderly people;
seriously disabled people; and abandoned childreh axphans. Since 2000, the
scheme has been extended to: people aged overa®§, y€V/AIDS-infected, poor
people; families with two or more disabled membe&t® are unable to look after
themselves; and adopters of orphans and abandbiiécen.

Social assistance is provided, either in caghgjeunconditional, for example, social
pensions or disability allowances; or conditiorfal, example, receipt of the help is
dependent on children attending school or a hedittic); or in kind as non-cash

resources, such as food, transferred to vulneraoleiduals or households; these
transfers can be unconditional (for example, migrgbcial pensions or cash benefits
for elderly people (aged over 85 year).

Support for the poor. This comes in two fornik); For poor communes: besides
economic growth, improving access of the poor tsidaervices such as education,
health-care, employment, clean water, housing,agtifucture, etc are important
components. (2) For poor households: helping thar po develop their productive
activities (via a micro-credit); enabling their ass to basic services, including
health-care, education, housing, water supply awhll aid; schemes providing
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subsidies enabling the poor to participate in niedasn services available to the non-
poor, e.g., education subsidies or health insurance

Social insurance in Viet Nam is funded in one ob tmays: (i) the contributory social
protection schemes, which include social insurazeé health insurance; (i) the non-
contributory social protection schemes, that rexdinds from several sources, e.g., the
government budget, and contributions from enteegristhe community, micro-credit
schemes.

In Viet Nam, the social insurance and health insceaschemes are the main
contributory schemes (see Chapter 4), with a simatl declining number of schemes
operating under the National Provident Fund (NPBpeh Social insurance schemes in
Viet Nam provide earnings-related defined benefiitsinsure against loss of income
resulting from old age, temporary and permanentypational and non-occupational)
disability, and survivorship. Social insurance sohe also provide sickness and maternity
and family benefits. Further cash benefits, suceeagrance pay — and also sickness and
maternity benefits — are not required under sa@alrity legislation, but provided under
the statutory aegis of a national labour code. dthkthe social insurance and health
insurance contributory models, stable patternsooinél employment are necessary for
coverage a priori. But formal-economy employmens l&tually declined. A million
workers are thought to be “under-employed” in infai-economy activity. Moreover,
these estimated figures do not take into accountamily members and other dependants
of these unemployed and under-employed workerssugd, it is estimated that only a
small minority of the world's population enjoys eoage under contributory or non-
contributory social security schemes.

The “self-employed”, who comprise a significant agtbwing element in the
Vietnamese labour force, and an often-large nurabemployees in very small enterprises
are commonly statutorily excluded from membersHipamtributory social security.
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Figure 5.

Viet Nam’s social security system
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Chapter 4
Contributory social protection schemes

4.1. Social insurance
4.1.1. Compulsory social insurance

In Viet Nam, social insurance is an important pold the Communist Party and the
State and the most important pillar of the socedusity system. The compulsory social
insurance scheme officially started on 1 Octobé&51far all establishments in the public
and private sectors employing more than ten work&ogial security coverage has now
been extended to all registered private enterprifee funding of the Social Insurance
Programme relies on contributions by employers fE5 cent of the payroll) and
employees (5 per cent of his/her salary). The piogne includes a variety of schemes
making provision, for example, for retirement pensi, employment-related accidents and
industrial diseases, sickness benefits, maternignefits, and survivors’ benefits.
Participation in the compulsory pension schemedras/n steadily over the years, albeit
from a low base (Figure 6). Total social securfigreding on pensions and survivorship for
persons retired prior to 1 October 1995 (1.46 onllpeople) is VND18,000 billion per
year. According to Viet Nam Social Insurance, by #nd of 2007, 6.97 million people
were covered by compulsory social insurance, reptésy a total social insurance
premium of VND 23,573 billion (USD 1.46 billion).ddtributors to Viet Nam’'s Social
Insurance represent 63 per cent of the populatodigex to contribute to social insurance;
2.1 million persons are beneficiaries of socialumasce, and total expenditure is VND
10,780 billion (USD 0.67 billion).

Viet Nam’s compulsory social insurance covers ghi/formal and the state sectors;
as a result, it is estimated that only 25 per arthe labour force is covered by social
security. According to Viet Nam Social Insurancalyoone quarter of 44 million in the
labour force are covered by compulsory social imsce, and only 15 per cent of non-state
enterprises (7,000 out of 49,000) contribute toisdaosurance for nearly half of their
workers. The remaining workers are not covered Hgy insurance system. The reason
given by the employers for this situation is unktdiusiness conditions; the reasons given
by the employees are their unawareness and laicifasmation about their rights at work,
and their need to be employed and earning a living.

To improve the effectiveness of the country’s soicisurance and to enforce existing
regulations on social insurance and supplemenakmsurance policy in order to respond
to the international integration process, the Sdaisurance Act was passed on 29 June
2006 by the Ninth Convention of the 11th Legislatufhe Act includes provisions on
compulsory social insurance, voluntary social iasge and unemployment insurance.
Compulsory social insurance covers the followingitowencies: sickness, maternity,
occupational accidents and diseases, pensionsuavigorship.

4.1.2. Voluntary social insurance

Voluntary Social Insurance is a new scheme thatesteon 1 January 2008. The
scheme makes provision for monthly pensions, ame-tisocial insurance, and
survivorship. In Viet Nam there are currently 4438illion people of working age, of
whom 11,106 million have formal employment contsaahd therefore compulsory social
insurance. Therefore, potentially there could bero83 million people contribute to
voluntary social insurance, three times more peti@de those contributing to compulsory
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social insurance. However, currently there are ¥elntary contributors. A barrier may
be the fact that social security contributions drigh (employer and employee
contributions amount to 20 per cent of average wsadecontribution rate of 20 per cent is
difficult to implement amongst informal-economy kers.

4.1.3. Unemployment insurance

Figure 6.

Unemployment insurance includes: an unemploymengfite a vocational training

allowance, and job search support. The schemewontimence on 1 January 2009.
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Problems facing social insurance

The research, establishment and issuance of rdélésgal documents are still slow
and incomplete. The adjustment of social insuraemélement policies faces many
difficulties.

The number of contributors to social insurancgilssmall.

Notably, voluntary social insurance contributioase not possible for various
contingencies.

There are constraints on balancing the Sociakrémsae Fund in the long term.

The institutions implementing social security laattequate high-level professional
skills and capacity.

Coverage of compulsory insurance remains limited:

— 6.97 million people are actually covered by soiriaurance of the 13 million
workers eligible for compulsory social insurance.

—  Workers in the non-state sector account for @30 per cent of contributors
to social insurance.

Voluntary social insurance and unemployment inscegaare new policies; their
implementation will face difficulties in the initigtages.
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Prospects for social insurance

m  Establish a development strategy to extend therage of the compulsory social
insurance system, notably to waged workers in theage sector to reach the target of
90 per cent of those eligible actually contributiogcompulsory social insurance by
2015. Collection of contributions to compulsory isbénsurance must comply with
the law, in order to prevent losses, the build-tipudstanding debt, and to ensure the
future balance of the fund.

m  Voluntary social insurance started on 1 Janua@82fhd unemployment insurance
will start on 1 January 2009.

m  Improve the investment efficiency and securitytioé Social Insurance Fund to
confront future imbalances in the social insurafucels, resulting from the ageing of
the Vietnamese population.

4.2. Health insurance

The Health Insurance (HI) Regulations issued oAdgust 1992 provide compulsory
health insurance for employees in enterprises asth-€conomic organizations, and to
civil servants, pensioners and persons retirindyeawing to loss of work capacity,
veterans, as defined in Decree 28/CP issued bystheernment on 29 April 1995. The
Government has issued a number of decrees amertdege Regulations: Decree
58/1998/ND-CP was issued in 1998, and Decree 63/RID-CP in 2005, amending and
complementing health insurance policy in respoag@actical requirements.

Initially, health insurance consisted of two schenmane compulsory for workers in
the formal sector; and the other voluntary. UndeciBion 139, in 2002, to finance the
health costs incurred by the poor, by ethnic migogroups in six northern and five
highland provinces, and by people living in difficaommunes covered by Programme
135. In 2005, it was decided that public healthlitees would provide health-care free of
charge to children below six years of age.

The performance of health insurance is presentéihbie 12 and Figure 7. By the
year 2007, according to Viet Nam Social Insuranoed; health insurance covered 3.68
million people, of whom 25.8 million were in thermpulsory scheme (15.3 million in
health insurance for the poor) and 11 million ie Yoluntary scheme.

4.2.1. Compulsory health insurance

The compulsory health insurance scheme is maintyetang the formal sector. It
covers mainly civil servants, workers in SOEs dmaksé in relatively large private-sector
firms. Compulsory HI has been gradually extendeloetoeficiaries of social assistance, the
poor, dependants of army and public security officex-servicemen. Initially, only
enterprises with ten workers or more were requite¢bin, but this size threshold was
eliminated in 2005. Members of the compulsory lealsurance scheme are entitled to
both out-patient and in-patient treatment at alkls. This includes laboratory exams, X-
rays and other diagnostic imaging procedures, dsawealrugs listed as reimbursable. The
health insurance fund even covers expensive high-tgervices such as Magnetic
Resonance Imagery, hemodialysis and open-heartrsudgsured patients are eligible for
health care provided not only at public healthlfées, but also in private units that have
contracts with the health insurance agency. Theuatsand responsibility for compulsory
HI contributions are specified for each target graas follows:

m 3 per cent of an employee’s salary, 2 per cemgopaid by the employer and 1 per
cent by the employee;
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m 3 per cent of the pension of a retiree paid bystiwal insurance authority;

m the State buys HI cards at the level of 3 per oéhe minimum wage and delivers
them to veterans and other special groups;

m a basic rate of HI contribution for the poor idfided by the Prime Minister and
adjusted every year, to ensure balance betweernlogidns and payments for health
services;

m  there is a 20 per cent co-payment for all membegcept social priority groups and
pensioners. The compulsory health insurance sclemwers contributors only, not
their dependants. Insured workers are offered @ifgigntly discounted rate to enrol
their dependants, as long as all members of thédyfame covered (to prevent adverse
selection).

So far, the State has played an important rolemaihg compulsory HI (contributing
almost 50 per cent of the total revenue of compulst). The rate of state payment into
the HI fund has tended to increase recently (4¢&4cent in 2004 and 48.54 per cent in
2006).

In 2006, state-sponsored contributors to compulstirgccounted for approximately
83 per cent of the total number of contributorsisTtrend has tended to increase in tandem
with the reform of policy for veterans and disademged people.

4.2.2 Voluntary health insurance

Voluntary HI is open to all, other than those cexkby the compulsory HI scheme.
However, contributors, must respect their obligatio contribute, for benefits to be paid
by the HI authority to the contributors.

Different pilot schemes have been developed to wage households to participate
in the voluntary health insurance scheme. For ei@nip Hue, the Women’s Union
collaborated with the Viet Nam Social Security agen

The voluntary health insurance scheme faces sepimidems, such as: high levels of
premium, a lack of trust in the scheme, the attitudf health-care staff, the complexity of
administrative procedures, and risks of moral hhaad adverse selection.

In the first four months of 2008, although the wahry HI participants reached 1.6
million, i.e. higher than the number of the whofe2007, the deficit of voluntary health
insurance stood at 151,99 million VND owing to: (@)v health insurance fees; (2) most
voluntary HI participants were sick, and (3) thaltieinsurance fund even covered the use
of expensive high-tech services and drugs, somebeoause of distrust of the doctor or
the patient.

4.2.3 Free health card for children and the poor

In 2002, Viet Nam introduced the Free Health Candtifie Poor (HCFP) scheme, as
part of the Hunger Eradication and Poverty ReducidEPR) programme. Under this
scheme, the poor are given a fully subsidized heaisurance card that covers a
comprehensive package of services. The Health Bamnd for the Poor is financed from
the state budget, ensuring a minimum of 75 per afnthe fund’'s total value; the
remainder is funded by local budgets and contriimstifrom national and international
organizations.
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Figure 7.

The initial allocation, out of the central budgetas VND 50,000 per annum per
beneficiary. The Fund is responsible for buyingltmemsurance cards for the poor with a
premium of VND 130,000 per person per year or reirsing actual health care expenses
incurred by them.

A partial subsidy would also be extended for tharfgoor to register. In late 2007,
the decision was made to support half of the heakhrance premium for this group.
Several provinces had already embraced this appraad were using their own resources
to top up the HCFPs and support participation ke ikar-poor in the health insurance
scheme.

However, some problems have arisen. The targetiachaemism is complicated and
some poor people (such as migrants) are not ehtitlefree health cards. So far, only
20 per cent of eligible households have been gdaatdree health card, with strong
variations between provinces. Finally, it appebhed the quality of health care provided to
free health cardholders is sometimes inadequate.
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The health insurance scheme in Vietnam faces a euaflproblems:
1. Limited coverage of Hl;
* low coverage;

 most contributors are sponsored by the State tdicjpmte in
compulsory Hl;

* workers in the non-public sector have not been emged to
contribute to compulsory Hl;

» low sustainability of the funding capacity for HI.

2. Constrained health diagnosis and quality ofttneat. The quality of
health services remains low, especially at locatllein mountainous and
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remote areas: poor infrastructure, shortage ofpeaent, limited capacity
of health workers.

3. Weak legal framework for health insurance.
4. Impractical in rate of contribution.
5. Instability and lack of monitoring of HI-finandehealth-care results in

abuse of HI, which is one of the causes of HI funasalance.
Prospects for health insurance in Viet Nam:
Extension of HI coverage:

—  HI coverage reached 30 per cent of the populati@905, and will be extended
to 60 per cent of the population by 2010.

—  Compulsory HI for students and school childreheir families pay most of the
contributions, with the State providing subsidiescertain target groups. This
policy will result in a further 21 million peopleeing covered (including those
from poor families, ethnic minorities, and veterafasnilies who are already
subsidized by the State for the purchase of Higard

— Consider the development of HI for dependantsvafied workers who are
covered by compulsory HI, and complete wage andrggbolicy for these
waged workers by incorporating the HI contributiasfstheir dependants into
their salaries.

— Extend the coverage of voluntary HI by providiegbsidies to farmers to
purchase HI cards; in the first instance, the Stdteuld provide HI card
subsidies to those living near the poverty line.

Revise the state budget utilization mechanismegth services, in order to shift state
support from the public health institutions to biesiaries, by helping the latter to buy

HI cards; and allowing beneficiaries to opt for lileaervice providers, either public

or private. This would provide a fundamental santio develop coverage of Hl.

In addition to extending the coverage of Hl, atihents should be made to the rates
of contribution and to services. The current ratesontribution in both compulsory
and voluntary schemes are too low, especially liatice to increasing benefits and
services.

Both public and private health infrastructure mustmproved to enhance the quality
of health-care for contributors to HI.
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Chapter 5

Non-contributory social protection schemes
Non-contributory social protection in Viet Nam indes the following components:

special aids, social assistance, poverty redugfogrammes, micro-insurance and micro-
credit.

5.1 Special aids (social support)
Achievements of the special aids programmes inc¢heléollowing:

m  An equal or higher average standard of living eesured for households affected by
these programmes, compared with the standardio§lof residents in the same area.

m  Gradually completed preferential legislation radamng outstanding public servants
and other social leaders.

m  Timely amended the policies on allowances for d&sg people when there were
changes to average living standards and to themmi wage.

m  Between 1996 and 2005, over 8 million persons veetéled to privileged policies;
monthly subsidies were provided to approximatefyrillion persons.

Challenges to the special aids programmes include:

m  Uncertainty about eligibility under the special golicies is relatively common at the
local area level.

m  The design of the special aid system is relatiwagnplicated, involving too many
policies and procedures and proving very diffictdt manage and monitor for
verification purposes, and to approve the payméstibsidies.

m In addition to special programmes, the poor stateindividual files leads to
difficulties in determining eligibility for beneft

5.2  Social assistance policy

The various social assistance programmes develdpediet Nam include the
following:

m  Special cash transfers paid to war veterans avalidls and to families involved in
the revolution and the war (1.4 million people).

m A social guarantee fund for regular relief.
m A contingency fund to head off pre-harvest staovaand for disaster relief.
m  The Hunger Eradication and Poverty Reduction (HE®#Bgramme.
Social assistance in Viet Nam is expanding its cage: before 2000, only three

groups were covered: elderly people; seriouslyldéshpersons; and abandoned children
and orphans. Since 2000, the programme has beendext to four more groups: people
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aged over 90 years; HIV/AIDS infected poor peofdenilies with two or more disabled
members who cannot look after themselves; and adopif orphans and abandoned
children.

In the six years from 2000 to 2005, the number esfdficiaries of social assistance
doubled from 175,355 to 416,000, accounting for386per cent of the eligible
population in 2000 and 52 per cent in 2005, resgelgt This percentage was expected to
rise to 55 per cent in 2007.

Social assistance policy is regulated by Governnizgitree No. 27/2007/ND-CP,
dated 13 April 2007, on policy on coverage of sbawsistance, in which the amount of
benefit is adjusted for each period to ensure timnmam living standards of beneficiaries
(for example, each beneficiary administered by eroanal authority received VND
45,000/person/month in 2000, VND 65,000/person/imorin 2004 and VND
120,000/person/month in 2007). The Government deslered to local authorities the
authority to set the specific benefits rates fdfedent types of beneficiary in line with
local socio-economic conditions, but not less tienminimum level set by the State.

In addition to providing state funding for sociaksestance, the Government
encourages the mobilization of communities to suppolnerable groups. Infrastructure
for social assistance has been developed by the, @& follows: by the year 2007, there
were: 317 social assistance centres (182 centralished by the State) with 3,708 staff;
100 centres managed by social organizations, Materiones and 17 centres run by the
church; and 27,000 people were being cared foodratassistance centres.

Challenges for social assistance

The relationship between social equality and thewvgn in social assistance policies
entails some disadvantages:

* low coverage;
» limited impact from social assistance benefitsigimd) conditions;

* limited financial resources available for socialsisgnce because of weak
financial mechanisms.
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Figure 8.  Beneficiaries from social assistance, 2000-06
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Prospects for social assistance policy

Local authorities’ responsibility for providing cal assistance to target groups
should be increased.

The rate of social assistance should be revisedesponse to socio-economic
conditions and to ensure minimum living standacdiseneficiaries.

Social assistance policies should be closely tinte other social security policies,
including social insurance, special support, hedfiburance and unemployment
insurance policies.

5.3. Protecting the informal sector: Micro- and

area-based schemes

19

5.3.1. The insurance sector

Life insurance products from private insurance can@s are not appropriate for

low-income households, as the minimum monthly puem{VND 84,000) is too high.

With a minimum premium of VND 2,800 a year, someoBet life and non-life

insurance products do appear appropriate to loasmrechouseholds. The group has faced
serious difficulties in livestock insurance andnisw trying to diversify its activities.
However, Bao Viet does not offer agricultural iresure products besides industrial crop
insurance.

19 An action research on risk managing financial isess available in Viet Nam, ILO-MOLISA
project “Extension of microfinance and micro-insuwza to informal women workers”.

ILO-EU-Viet.Nam.R.33

37



5.3.2. Savings

In the formal public sector, commercial banks, udihg the Viet Nam Bank for
Agricultural and Rural Development (VBARD), do raffer savings products appropriate
to the rural low-income market. Attempts shouldnb&de to establish whether the Social
Policy Bank (SPB) and the Viet Nam Postal SavingsviBes Company (VPSC) offer
appropriate products. VPSC savings activities iralrareas have so far been limited. It
would be interesting to explore the potential ofS@Pto provide savings services to rural
low-income households.

In the private sector, banks focus on the middiki¢hh income population and are
not interested in low-income households with limigavings capacity. PCFs also appear
to cater mainly for middle-income households.

Semi-formal organizations (such as microfinancdititgons and women’s union
microfinance schemes) have been successful inimdferavings facilities to low-income
households. However, these often require compulsegylar saving. The few savings
schemes that are not compulsory also present pngbléor example, households must
sometimes wait up to 15 days to gain access tosheings.

A variety of informal savings groups are in oparatand their operations can provide
useful information on the needs of low-income hbwadds, as well on their capacity to
save. Lessons from these informal savings groupsildhbe applied to microfinance
institutions.

5.3.3 Emergency loans

Public and private banks are not interested in igdiog emergency loans to low-
income households, the main reason being the f@glewed risk of such loans.

Some microfinance institutions (MFIs) have beervigiog supplementary or multi-
purpose loans that can serve the purpose of enwrdeans. However, these loans lack
the flexibility needed to serve as emergency lamsas a result, MFI clients still rely on
money-lenders as well as family and friends.

Only pawnshops and money-lenders provide real esneygloans (loans disbursed
immediately, with simple procedures). Lessons ftbeir operations could be applied to
MFIs interested in improving or developing emergeloans.
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Chapter 6

Poverty alleviation in Viet Nam

6.1

Progress in poverty reduction

There has been significant progress in reducingemé poverty, but millions remain
vulnerable. The recorded poverty rate fell froml58er cent in 1993 to 19.5 per cent in
2005 based on the international poverty Ifiéccording to the Vietnamese poverty line,
poverty decreased from 30 to 7 per cent in the gzamied.”" . Over the last ten years Viet
Nam made progress in poverty alleviation, the numifepoor households has been
reduced by two-thirds and the incomes and qualitjife of the poor have improved.
Conditions in the poor communes, notably thosenfagparticular difficulties, have
significantly improved, especially regarding intrasture. However, poverty rates remain
high, and extreme poverty remains heavily concesdran remote, isolated and ethnic-
minority regions. Gaps between rich and poor argpatities between urban and rural
areas are increasing. Job growth is inadequatedoria the 1.4 million workers expected
to join the labour force each year. The poor alaeehdifficulty gaining access to basic
social services such as education, health-caregiaptoyment.

The sustainability of poverty reduction achievedsame regions is not certain and
many households may still be vulnerable to fallbagk into poverty for various reasons
such as crop failure, cattle disease, unemployméimgss (including HIV/AIDS),
economic crisis, etc. Vulnerability to poverty mbg increasing in Viet Nam because of
economic risks (high inflation, increased food psicand gas and oil prices, etc.) and
environmental risks (floods, bad winter weather ainfiness) in recent years. Despite the
improvements in overall welfare, 51 per cent ofralluseholds and 86 per cent of urban
households are worse off after this price ffse.

Addressing the most extreme forms of poverty vétiuire programmes and policies
tailored to specific regions, localities and grougspeople. It will become increasingly
important to help people stay out of poverty, agepty reduction strategies will gradually
give way to social policy strategies to address tisks, such as ill health, disability, old
age and the costs of having and raising children.

Around 90 per cent of all the poor in Viet Nam limerural areas, as is to be expected
from the country’s economic growth dynamics, witamafacturing and services activities
concentrating in major urban areas and their n&igtibg provinces. Poor households in
Viet Nam are traditionally employed in the primasctor, with agriculture, fisheries and
forestry being reported as the primary occupatib&4oper cent of all poor households in
2004. In short, the rural-urban gap has been demig growing, whether measured by
expenditures or social indicators. This suggestaraa for policy intervention. However,
progress in poverty reduction has been quite un@teregional and provincial levels.
Rates of households in poverty are high in rematg @ountainous areas (Table 13).
Ethnic minorities made up 13 per cent of the pajputabut 36 per cent of poor households

2 General Statistics Office, Viet Nam Living StandgSurvey.
2L Viet Nam’s 2005 Socio-Economic Development Plan.

22\World Bank’s report: “An Update on Vietnam’s Rec&upbnomic Developments”, 6/2008, p5.
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6.2.

in 2004.% Poverty affects more women and girls than men kamg: 70 per cent of the
poor are female. The rising trend in this ineqyaperceived in 1998 may have been
confirmed, according to preliminary estimates frohe Viet Nam Household Living
Standards Survey (VHLSS 2002) data. Every majadittomal indicator of inequality
suggests it has increased since 1998, with a Gigiificient for consumption expenditure
in Viet Nam in the vicinity of 0.37 in 2002 and 20Qup from 0.35 in 1998 and 0.33 in
1993. This increase in inequality as measured gy @ini coefficient is especially
worrisome in light of Viet Nam’s low per capita mmoe. Non-food expenditure inequality
has increased markedly to 0.49, confirming increagiisparities in expenditure and
income patterns. The share of the poorest householdtal expenditure also continued to
fall between 1998 and 2004. In 1993, per capiteepdjiures of the 20 per cent richest
households were five times those of the 20 per peatest households (VND 2 million
against VND 0.4 million or ambsolutedifference of VND 1.6 million in January 1993
prices); this ratio rose to 6.3 in 2004 (VND 5.5llimn against VND 0.9 million or an
absolutedifference of VND 4.6 million in January 1993 m@®). Accordingly, the share of
the richest group in the country’s total expenditurose from 41.8 per cent 1993 to 44.7
per cent of 2004, while that of the poorest groeprdased from 8.4 per cent to 7.1 per
cent during the same period.

Decent work in Poverty Reduction Programmes

6.2.1. Progress

Improving the quality of growth and enhancing ttatigipation of the poor in the
growth process are two principal solutions in tlevd?ty Reduction Programme in Viet
Nam. In addition, a new challenge to poverty reucis the emergence of the “new poor”
in Viet Nam. One of the causes is linked to theanibation process, which results in
agricultural land being converted to other purpodesr around a third of displaced
households, land recovery causes severe econosnigpton, particularly if all productive
landholdings are recovered. Residence is disruptsdifficient notice is given by the local
authorities and family members do not have the gpiate educational background or
vocational skills to move into new occupations. fEfiere, the ILO’s decent work provides
a powerful, useful and practical framework for payereduction. Viet Nam's Poverty
Reduction Programme focuses primarily on employnapyortunities, to enable poor
people to participate in and contribute to econognanth, to achieve sustainable growth
out of poverty. If they are unable to find workthe informal sector, the poor mainly earn
income from farming or other income-generating\aiitis.

6.2.2 Prospects

Poverty is not just a question of income levelgl$o concerns resource assessment,
human capital development opportunities and otherak capital issues. Therefore, work
for the poor in Viet Nam needs to focus on decentkw The ILO’s Decent Work
Framework seeks to establish sustainable work ynakeas by, for example, promoting
decent employment opportunities; improving natioaad firm-level productivity and
competitiveness; promoting equal access to edurcadiod training opportunities to
promote skills development and employability; exfieg the reach and improving the
quality of social protection systems; strengthenimgtitutions and labour market
governance; building up the capacity of governmentgkers and employers to promote
decent work and to measure and monitor progressstaangthening dialogue between the
social partners.

% Source: GSO (2005), based on Viet Nam HousehalthdiStandard Survey, 2004.
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In this report, we would like to stress some arghsre specific improvements could
be achieved, namely:

m  Workers’ rights and social dialogue are not incogted systematically in PRPs
documents (Table 15): further efforts should be en&ml incorporate core labour
standards in PRPs.

m  The employment/poverty reduction link should bafegced within all aspects of
development policy, such as macroeconomic, tradenéial and investment policies
taking into account that this is a strategic issue.

m  Social protection is generally recognized as apoitant issue in PRPs and PRSPs.
However social protection is not developed adedyiatea long-term operational
strategy such as the CPRGS.

m  Access to timely information by social partnersdatheir participation in
implementation and monitoring processes remaini¢gyes. This is particularly true
in Viet Nam that does not have an established ipecif social dialogue or strong
tripartite mechanisms for follow-up. In this regatitere should be some reflection on
what the ILO can do to improve social partnerstipgration.

m  Decent work does not involve merely job creatidnencompasses employment,
workers' rights, social protection, the social diale and equal opportunities.

m  With regard to social protection and social inmos Viet Nam'’s flexicurity strategy
is based on an integrated approach which inclutegitomotion of social protection:
social inclusion remains an important challengeegithe increase in inequality, and
our strategy and the Government’s financial insenta are intended to help those
furthest away from the labour market to re-entandl become integrated.

6.3. The role of social security in poverty reducti  on

6.3.1. Progress

Poor communes:There are various anti-poverty programmes eithegetang
communes as having high levels of individuals idexat as poor by MOLISA, or giving
assistance to geographically remote communes wigcllly have large ethnic-minority
populations. These programmes, including HungerdiEaéion and Poverty Reduction
(HEPR) and Programme 135, respectively providenge@f infrastructural assistance and
benefits in kind and subsidized credit rather thiwect cash transfers. Program 135
allocated around USD 430 million to 2,362 disadagetd communes over a five-year
period (2001-2005) for local infrastructure investrih and livelihood support. The
programme is now in its second phase, with abou® d8e billion invested before 2010.
While it remains heavily focused on the provisidrbasic infrastructure (transport and an
electricity network), it has now significantly irmased financing for capacity building.
This includes support for agricultural productiomed at farmer groups, support for
participatory planning and investment management tree commune level, and
communications outreach to promote public accessftsmation about the programme.
The programme has also been emulated by a simiigative targeted at poor coastal
communes.

Poor householdsAssistance to poor households under the Natiomatet
Programme of Poverty Reduction (NTPPR) and its gressor, Hunger Eradication and
Poverty Reduction Programme (HEPR), has been rgrsinte 1998. Activities under the
NTPPR can be divided into three areas. Two polieied four projects aim to create
conditions for the poor to develop their productagtivities through credit programmes of
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VBSP. The second area comprises four policies amyeaccess to basic services,
including health-care, education, housing, watgupbu and legal aid. The third area
focuses on building the capacity of officials wargiion poverty alleviation programmes,
and on monitoring. A total of VND 43.5 trillion hd®en allocated to this program over a
five-year period, with 60 per cent of the resourgesg to the provision of preferential
credit. For the remainder, the central budget co28rper cent of the envelope, with local
governments and local communities expected to ibaté& a further 5 and 6 per cent
respectively. Most of the resources flow througtstirxxg policies managed by a number of
line ministries. For example, the Ministry of Hé&alfMOH) is responsible for providing
free health insurance cards to poor householdsf@ntdonouring the obligations these
cards bring. Likewise, the Ministry of Educationdafraining (MOET) is responsible for
ensuring that exemptions and reductions of edutdties are implemented according to
policy. Other programmes provide a subsidy allowthg poor to participate in the
mainstream services accessed by the non-poor.cimgext where poverty continues to
decline, the assumption is that subsidies candgcesl over time and those who move out
of poverty can fund their own participation in edtion or health insurance.

Micro credit: Over the four years from 2002-2005, micro crediswgeanted to 3,418
million poor households, involving a total budgdtMND 12,899 billions. It has been
estimated that 75 per cent of poor households (ft&r8cent of the population) received
this type of support. Most poor households useddae to good effect and returned the
money as scheduled; only 2 per cent of the loame veported as overdue. Land allocation
to the poor also occurred in some provinces (eay Wguyen). In other provinces,
households received loans to facilitate land refoAgricultural extension services for
poor households helped around 2 million poor hoolsishwith training in new agricultural
technologies, and aims at sustainable poverty eatidin by improving productivity and
incomes?*

Education subsidies and scholarshipBhese represent the majority of subsidies
applied through the targeted programme, with felweva associated with an increase of at
least 20 per cent in school attendance from poaoséioolds'? Other subsidies include
cheap school materials and text-books, and scingpersTuition fees can be waived in full
or in part for poor households in areas of targetsistance; thus, in 2002, 1.5 per cent of
school pupils aged 6-14 years were partially exeohpand 15.2 per cent fully
exempted.**VND 120 billion were allocated for educational sappduring 2001-02"
About 3 million poor children are estimated to haeeeived some form of support, 5.5 per
cent of all households received partial or fultin exemption and nearly 20 per cent of
poor households were covered by the schéh¥able 18 shows the coverage and budgets
for 1999-2000 up to 2002.

Targeted health-care subsidié8: Decision 139 (passed in 2002) led to the
establishment of Health Care Funds for the PoorHPK}, with 75 per cent of the funding
provided by the central government and the restldmal and international sources.
Initially, resources could be used either to pusehlaealth insurance cards for beneficiaries
or to reimburse providers directly. From 2006 ordgarHCFPs could be used only to
purchase health insurance cards. The Governmeais@sto increase the resources per
intended beneficiary and to introduce a partiakgiypfor the health insurance premium of
the near-poor. Although the implementation of HCRi?ss slow to take off in many
provinces, the number of beneficiaries has incieasstantially in the last few years
(Figure 8). However, several problems remain:

2 UNDP 2007: “How progressive is social securityiet Nam”, pp. 7-11.
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6.3.2. Prospects

Low coverage: According to initial estimatese ttotal number of beneficiaries
eligible for examination and treatment under Decisl39 is approximately 14.3
million, around 17 per cent of the population. Aatoof 11 million people had
received benefits from the health services by Déeen2003 either through a
health insurance card (3.6 million) or throughmeiirsement of actual expenses
(7.4 million). Total effective coverage is thusand 11 million, while around 3.3
million people (or 23.7 per cent of the target bimmries) have not benefited from
health-care provision for the poor.

Low sustainability of funding: The governmenupport for the HCFPs was
increased from VND 50,000 initially to VND 70,000 2006. But this is still too
low compared with the cost of the benefit packawetlie poor. And only a few
provinces have mobilized significant levels of furgdfor their HCFPs.

Limited extent of risk pooling: All the benefiaries from this scheme fall under
the same fund in VSS, regardless of their provirBet such a fund is still

managed separately, offering no scope to divensffig with other population

groups with different morbidity patterns. Poolingowld make it possible to

increase the average health-care spending on the which is extremely low

compared with that of other participants in thelteiasurance scheme.

Less equality and equity: Owing to the limitegpacity to identify beneficiaries at
local level and to use this information in budgé&npming.The effectiveness of
targeting poor households depends on their accudatgification in the hamlets
and villages where they live. Priority is giventte elderly living alone without
any support, orphans who do not have care-giveid,disabled persons living in
poor households. Groups that qualify for reguldrefeare as outlined in the
preceding section. The local commune’s People’si@iviee (PCD) constructs the
list, provides a history of all selected people anbmits these to the District PC
for approval and forwarding to the Provincial Dapsent of Labour, Invalid and
Social Affairs (POLISA). POLISA coordinates withiegant bodies to suggest the
number of the poor who may receive health-care scavithin their budget for
approval by the provincial PC. POLISA then purclsdsealth-care cards from the
local health insurance agencies and distributes) tteethe District PC, which in
turn provides cards to the commune PCs, whichiblige the cards to households.
In 2006, only 13.7 per cent of the poor are esthaio have received poor
household certificates, and 10.5 per cent to haceived the health-care card.
Several provinces were late setting up the schemdshere is little consistency
between provinces in the provision of health-carels.

The primary purpose of social protection entaile¢hbasic aims: (a) to prevent and
to mitigate the major hazards faced by all poorptee@nd enhance their ability to cope
with and recover from these hazards; (b) to coutetio chronically poor people’s ability
to emerge from poverty, deprivation and insecurdyd to challenge oppressive socio-
economic relationships which may be keeping theor,gay increasing livelihood security
and promoting enhanced livelihoods; and (c) to kntie less active poor to live dignified
lives with an adequate standard of living, sucht ghaverty is not passed from one
generation to the next. Social protection also stigpeconomic growth, social integration
and political stability, human development, and harrights objectives.

% Based on preliminary data from GSO.
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Two phenomena require policy attention: the vulbéity of millions to poverty, and
the persistence of the informal econoriye significant decline in extreme poverty,
together with the very large number of people stitbected to be vulnerable to poverty in
2010, suggest that poverty reduction strategiesl ieeshift gradually from targeting
people in extreme poverty towards mitigating vuaility to poverty. These trends also
indicate that growth alone cannot address all tladlpms within ten or even 15 years:
improving social insurance and the social protectigstem is crucial to reduce poverty in
the short and the medium terms. Furthermore, irerotd make social protection
programmes inclusive and equitable, adequate atteahd concern must be given to the
needs of farmers and to the mobility of labour.
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Chapter 7

Conclusion

Viet Nam’s national planning framework focuses toeintry’s efforts on one of the
principal means of achieving development: creatimaye and better jobs. In order to look
at Decent Work Country Programming in relation ¢eial protection, this report made
four main points.

First, the relationship between Decent Work and tKational Sustainable
Development Strategy was analysed. This analysieuwrages policy-makers, employers
and employees to reorganize the role of Decent Witkin the National Sustainable
Development Strategy. It also evaluates the rolesaxfial protection in implementing
Decent Work Country Programming and the Nationat&nable Development Strategy.

The second contribution of this report, within whi®decent Work has been
integrated, was to explore a framework for econaanid social planning in Viet Nam, and
finding an approach to the trade-off between thapmating objectives of quantity of jobs
and quality of work, that nevertheless maximizesis@conomic benefits. Given Viet
Nam'’s scarce resources and opportunities, andiuiteerous policy challenges, in order to
achieve high-quality economic growth and developimsocial policies combining equal
and effective coverage are needed in which socméption has the lead role in allocating
scarce resources to those who need them mostyidisizing the overall benefit for Viet
Nam.

Third, by analysing Viet Nam's existing contributoand non-contributory social
protection schemes, this report has shown thecdiffes encountered by the schemes in
protecting the poor and vulnerable in Viethameseiesp, for example, women, the
elderly, the young, the disabled, people in rurahsa, children on city streets, migrants and
ethnic minorities. This report also supports thewthat social protection is a human right,
and argues that the informal economy and vulnergidgaps are two of Viet Nam’s action
priorities.

The report concludes that social protection alsodanajor contribution to make to
building up the human, financial, employment, naltand physical assets of poor people,
thus enabling them to escape poverty. Social ptiotebelps reduce risk and vulnerability,
and therefore enables poor people to participagndhcontribute to sustainable economic
growth and to leave poverty behind them for good.
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Appendix |

Table 1.

Table 2.

Table 3.

Table 4.

Dependency ratios in Viet Nam, 1979, 1989, 1999 and 2006

1979 1989 1999 2006
Dependency ratio of children (aged 0—14 months) 845 73.0 56.3 40.7
Dependency ratio of elderly people (aged over 60) 14.0 13.3 13.7 14.3
General dependency rate 98.5 86.3 69.9 55.0

Sources: 1979 General Population Census of Viet Nam, section 5, p. 34; 1989 General Population Census of Viet Nam,
comprehensive census results, part 1, section 1.1, p. 16; 1999 General Population and Housing Census of Viet Nam, full census
results, section 1.5, p. 20; an investigation into the fluctuation of population, human resources and family planning on 1 April
2006.

The proportion of women of child-bearing age, 1979,1989, 1999 and 2006

Age group 1979 1989 1999 2006
20-29 8.68 9.09 8.82 8.35
20-24 493 4.48 4.56 4.40

Sources: 1979 General Population Census of Viet Nam; 1989 General Population Census of Viet Nam; 1999 General Population
and Housing Census of Viet Nam; an investigation into the fluctuation of population, labour force and family planning on 1 April
2006.

The proportion of the population aged over 60 in Viet Nam, by period (%)

1950 1965 1979 1989 1999 2006

6.5 7.0 7.1 7.2 8.1 9.2

Sources: Statistical Year Book 1990; 1989 General Population Census of Viet Nam, comprehensive results, Vol. |, section 1.2,
p. 16; 1999 General Population and Housing Census of Viet Nam, comprehensive results, section 1.5, p. 20; an investigation into
the fluctuation of population, labour force and family planning on 1 April 2006.

The proportion of the population aged under 15 and over 65, and the elderly indicator,
1989, 1999 and 2006 (%)

1989 General 1999 General 2006 General

Population Census Population Census Population Census
Population aged under 15 years 38.73 33.57 26.3
Population aged over 65 years 4.70 5.80 7.0
Elderly indicator 12.10 17.30 26.8

Sources: 1989 General Population Census of Viet Nam, comprehensive results, Volume |, section 1.2, p. 16; 1999 General
Population and Housing Census of Viet Nam; comprehensive results, section 1.5, p. 20; an investigation into the fluctuation of
population, labour force and family planning on 1 April 2006.
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Table 5a.  Employment by type of employment and by sex, 2004 (%)
Men Women

Wage employment 38.75 2414
Self-employed farmer 45.95 53.89
Own household enterprise 15.29 21.97
Total 100.00 100.00
Source: Viet Nam Living Standards Survey, 2004.

Table 5b.  Employment by type of employment, urban-rural, sex of household head, regions and
five income quintiles, 2004 (%)

Total Type of employments
Wage employment irilf-l Household
fa"':‘:ryed enterprise

Country 100.00 31.43 49.93 18.64
Urban-rural
Urban 100.00 52.96 14.01 33.03
Rural 100.00 25.08 60.52 14.40
Sex of household head
Male 100.00 38.76 45.95 15.29
Female 100.00 2414 53.89 21.97
Regions
Red River Delta 100.00 34.42 44.97 20.61
East Northern Uplands 100.00 19.51 71.02 9.47
West Northern Uplands 100.00 12.00 83.35 4.65
North Central Coast 100.00 2047 65.20 14.33
South Central Coast 100.00 33.46 44.69 21.85
Central Highlands 100.00 21.39 65.63 12.98
South East 100.00 50.26 2224 27.50
Mekong Delta 100.00 33.32 46.07 20.61
Five income quintiles
1 (poorest) 100.00 15.39 78.09 6.52
2 100.00 25.71 60.86 13.43
3 100.00 29.27 52.53 18.20
4 100.00 37.37 39.21 23.42
5 (richest) 100.00 47.35 22.64 30.01
Source: Vietnam Living Standards Survey, 2004.
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Table 5¢c.  Main job of persons aged 15 years and older, 1992-2004
1992 1998 2002 2004
Wage employment 17.90 19.48 28.34 3143
Self-employed farmer 66.35 61.67 53.05 49.93
Own household 15.75 18.85 18.61 18.64
enterprise
Total 100 100 100 100
Source: Viet Nam Living Standards Survey 1998, 2002, 2004.
Table 5d.  Viet Nam’s social security and health contribution revenue and benefit payments, 2000-05
Year Total contributions as % of GDP (GNP) Total benefit payments as % of GDP (GNP)
2000 1.4 -
2001 1.5 -
2002 1.5 1.5
2003 1.4 1.8
2004 - -
Source: Data from VS| and Viet Nam Development Report, 2005, table 2.4/a.
Table 6. Labour force participation of migrants by age, type of migration and employment status (%)
Age Total labour force ~ Working  General migration Total labour force  Working Rural-urban migration
group unemployed unemployed
15-19 54.0 51.1 3.0 56.6 54.6 1.9
20-24 69.5 61.3 8.2 60.8 56.0 48
25-49 87.3 83.4 39 89.6 87.2 24
50-64 56.4 55.1 - 45.9 451 -
Total 62.3 57.9 44 61.9 59.2 2.7
Source: An investigation into the fluctuation of population, labour force and family planning on 1 April 2006.
Table 7. Economic and employment growth, by period
Period 1990-95 1995-2000 2000-05 2006 2007
% GDP growth 8.18 6.95 7.51 8.32 8.32
% employment growth 2.5 28 2.6 1.93 1.9
Employment elasticity* 0.3 04 0.35 0.24 0.22

*The employment elasticity is defined as the average percentage point change in employment for a given employed population
group (total, female, male, agriculture, industry or services) associated with a 1 percentage point change in output (represented by

total output or value added in a given sector) over a selected period.

Source: GSO: Statistical Year Book, 2007
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Table 8.

Table 9.

Table 10.

Employment at 1 July, 1990, 1995, 2000, 2005, 2006 and 2007

1990 1995 2000 2005 2006 2007

Total (1 000s) 294123 330306 37609.6 425269 433472 441719
Structure (%)
I.  Labour force by economic type
State 11.6 9.2 9.3 9.5 9.2 9.0
Non-state 88.4 90.8 90.1 88.9 89.1 89.4
Foreign investment 0.6 1.6 1.6 1.6
Il. Labour force by sector
Agriculture 73.0 71.3 65.1 57.2 55.7 54.6
Industry 11.2 11.4 13.1 18.2 18.9 19.6
Services 15.7 17.4 21.8 246 254 25.9
Source: GSO: Statistical Year Book, 2007
Unemployment rate (%)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Viet Nam 690 670 642 6.30 6.01 5.78 5.60 5.31 4.82 4.64
Develop.ed . 5.0 45 42
economies in
Asia
East Asia 4.0 3.7 3.6
South-East Asia 49 6.1 6.2
and the Pacific
South Asia 49 5.6 54
Total Asia and 45 4.7 47
the Pacific

Source: GSO: Statistical Year Book, 2007; ILO: Global employment trends models (2007).

Selected economic indicators in Viet Nam, 2000-07

Year Economic growth rate (%) Inflation rate (%) Monthly income growth rate of
state-employment (real price) (%)
2000 6.8 -0.6 12.9
2001 6.8 -0.2 12.9
2002 7.0 4.0 12.9
2003 7.2 3.0 16.6
2004 75 9.5 14.0
2005 7.7 8.4 15.3
2006 8.16 6.6 11.6
2007 8.46 12.6 12.8

Source: GSO: Statistical Year Book, 2007.
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Table 11a. The gap in levels of per capita GDP in month (times)

The gap (times) 1995 1996 1999 2002 2004 2006
Urban/rural 2.62 2.71 2.30 2.26 2.16
Highest region/lowest region 212 2.18 2.51 3.15 3.14
Per capita income of the top 20% 6.99 7.31 7.65 8.10 8.34 8.4
population/the bottom 20% population

Table 11b.  Social indicators, 1993-2004
Non-income indicators 1993* 1998* 2002* 2004~
Primary school enrolment ratio 86.70 91.40 90.10 94.60
Lower secondary enrolment ratio 30.10 61.70 72.10 90.10
Upper secondary enrolment ratio 7.20 28.60 41.80 63.00
% people with health insurance n.a. 15.73 n.a. 37.56

Source: GSO, VLSS 93, VLSS 98, based on Viet Nam Household Living Standard Survey 2002, 2004, Source: Statistical Year

Book , GSO, 2007.

Table 12.  Health insurance in Viet Nam, 1999-2005

Unit 1999 2000 2001 2002 2003 2004 Estimate 2005

1. Contributors 000s 10450 10610 12440 13295 18155 19937 22000
Of which: compulsory " 680 7230 8450 8641 12655 13 500 14 500
Voluntary " 3590 3380 4040 4654 5500 6 437 7500

2. Total contribution revenue million VND - - 1317 1394 2089 2590 3160
Of which: compulsory " - - 1209 1275 1958 2350 2900
Voluntary " - - 108 119 131 240 260

3. Total benefit payments million VND - - 1177 945 1646 2088 3050
Of which: compulsory " - - 1080 8 1510 1850 2800
Voluntary " - - 97 104 136 238 250

Source: VSS 1999-2005
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Table 13.

Rates of poor households, by region (%)

Region 2004 2006 2007
Country 18.10 15.47 14.75
Red River Delta 12.90 10.12 9.62
East Northern Uplands 23.20 22.22 21.13
West Northern Uplands 46.10 39.40 37.45
North Central Coast 29.40 26.58 25.51
South Central Coast 21.30 17.18 16.26
Central Highlands 29.20 24.01 22.95
South East 6.10 4.56 4.33
Mekong Delta 15.30 13.00 12.42
Source: GSO, 2007.
Table 14.  Gini Index for per capita expenditures, 1993, 1998, 2002 and 2004
1993 1998 2002 2004
Viet Nam 0.34 0.35 0.37 0.37
Urban 0.35 0.34 0.35 0.33
Rural 0.28 0.27 0.28 0.30
Source: GSO, VLSS 93, VLSS 98, based on Vietnam Household Living Standard Survey, 2002, 2004.
Table 15.  Poverty Alleviation Targeted Programme 2001-05.
Targets Contents
Decrease the numbers of poor household Poverty alleviation in general
Create 1.4-1.5 million jobs each year Microcredit and social assistance for the poor
Table 16.  Living options of the elderly in Viet Nam
Option People %
1. With family, children, spouse 3.047 41.71
2. Savings, private access 1.695 23.20
3. Pension 2418 33.10
4. Other ways 146 2.00
Total 7.306 100.00
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Table 17.  Demand to participate in voluntary social insurance

Province Sample Demand to participate
People %
Country 5.027 3.664 72.8
1. Thai Nguyen 302 236 75.3
2. Ha Noi 701 485 66.8
3. Thai Binh 525 445 73.5
4. Nghe An 600 479 81.4
5. ba Nang 282 240 82.0
6. Binh Binh 398 303 81.7
7. Gia Lai 300 260 88.5
8. TP.HCM 989 579 61.1
9. An Giang 602 376 57.2
10. Soc Trang 328 261 70.5

Table 18.  Education subsidies and scholarships from targeted programme

1999-2000 2001-02 2002-03
No. of provinces covered 38 50 39
No. of provinces covered 38 50 39
Tuition fees
Students covered (000s) 2660 2004* 851
Budget (billion VND) 95 39 42
Books and school materials
Students covered (000s) 1640 1650** 720
Budget (billion VND) 37.8 6.7 3.1
Maintenance fees
Student covered (000s) 1980 600 342
Budget (billion VND) 475 20 8.3
Scholarships
Students granted scholarships (000s) - 20 12.5
Budget (billion VND) - 5 3.1
*including 730,000 poor children who were also exempted. ** including 1.35 million poor children who were granted free books.
Source: UNDP, 2004.
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Appendix Il
Changes in Viet Nam Social Insurance Law
take on effect from 1 January 2007
Compared to the social insurance policy before 2867#ollowing changed have been made:
1. Social insurance benefits
Added: Voluntary social insurance and unemployniemthich:
—  Voluntary social insurance benefits comprise:
(a) old-age benefit; and
(b) survivors’ benefit.
—  Unemployment scheme comprises the following henef

(&) unemployment benefit;

(b) vocational training benefit; and

(c) job seeking supports.

2. Coverage of old-age benefit
—  The employee qualifying for old-age benefit faliog conditions:

(&) having reached the age of 60 for a man ana5& fvoman;

(b) having reached the age of 55 to 60 for a mahfeom 50 to 55 for women and
having worked 15 years in heavy, hazardous andetang occupations in the list
issued by the Ministry of Labour, Invalids and @dchffairs and Ministry of
Health or having worked at least 15 years regularéas where the area allowance
is indexed at least 0.7; in some other specials;abe qualifying age for an old-

age benefit shall be regulated by the Government.

—  The employee who has paid social insurance pramior at least 20 years is entitled to
an old-age pension if he/she is under one of theviing conditions:

(&) having reached the age of 55 for a man anadb@ fvoman; except those who are
under other regulations of the Official Law of tReople Army and the People’s

Public Security;

(b) having reached the age from 50 to 55 for a @=wagh from 45 to under 50 for a
woman and having worked at least 15 years in hebayardous and dangerous
occupations in the list issued by the Ministry afdour, Invalids and Social Affairs
and Ministry of Health or having worked at leastyEars regular in areas where
the area allowance is indexed at least 0.7.

3. Adjustment of the old-age pension

The old-age pension shall be adjusted when theafdisiing index increases to at least 10 per
cent. The level of specific adjustment shall beutatgd by the Government.
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4.  Adjustment of the monthly wage on which socialreasce premiums are based

The monthly wage of the employee on which sociabiance premiums shall be adjusted
based on the level of the common minimum wageeatithe of receiving old-age pension.

The monthly wage of the employee on which sociabiance premiums shall be adjusted
based on the cost of living index of each periagutated by the Government.

5. Funeral allowance

The following employee when he/she dies, the uadtertfor his/her funeral service shall be
even funeral allowance if he/she is under one efctses as follows:

(&) having paid his/her social insurance premiutipsisited in Provision 1, article 2, of this law;
(b) having reserved his/her social insurance pedod

(c) having received monthly old-age pension, emmlent injury and occupational disease benefit
after ceasing working.

The funeral allowance is equivalent to 10 monththefcommon minimum wage.

In case the employee stipulated in Provision hisf law is declared him/her late on deceased
by court, his/her relatives shall be entitled tovahnce stipulated in Provision 2 of this article.

6. Level and mode of paying social insurance premifriora the employee

Every month, the employee shall pay social insuegmemiums equivalent to 5 per cent of
the wage on which social insurance premiums isdasethe pension and survivors’ fund; from
2010, the contribution rate will be increased 1 qeart for every 2 years until it reaches 8 per.cent

7. Level and mode of paying social insurance premifrora the employer

The employer shall pay social insurance premiumathip from the employee’s wage fund
on which social insurance premiums as follows:

(8) 3 per cent to the sickness and maternity fohdyhich 2 per cent for the employer to pay for
the entitled employees in times stipulated in $@64i and Session 2, Chapter Il of this law
and draw the balance sheet with the social inseranganization quarterly;

(b) 1 per cent to the employment injury and occigpatl disease fund;

(c) 11 per cent to the old-age pension and sunfiwod, from 2010 the contribution rate will be
increased 1 per cent for every two years untédtches 14 per cent

The employer shall pay social insurance premiumathtp based on the common minimum
wage as follows:

(8) 1 per centto the employment injury and ocdopat disease fund;

(b) 16 per cent to the old-age pension and surviwod; from 2010 the contribution rate will be
increased 1 per cent for every 2 years until ithea 22 per cent.

8. Monthly wage on which social insurance premiumstsased

1. For the employee, who is getting wage as definettie wage scale set by the Government,
the monthly wage on which social insurance premianesbased shall be the wage based on
the rank, position, military rank, leadership allowe, seniority allowance, regional
allowance, and allowance for retained ratio diffeiad, if any. This wage is computed based
on the common minimum wage.
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2.  For the employee, who is getting wage as definethe wage scale set by the employer in
accordance with the regulations in the Labour Calie,monthly wage on which the social
insurance premiums are based shall be the wagemiit employment contract.

3. In case, the wage level stipulated in Provisioand 2 of this Article is higher than the
common minimum wage 20 times, the wage which isduge calculate social insurance
premiums shall be equivalent to 20 times of the rmom minimum wage.

9. Level of management fee

1. The annual management fee of the compulsonakotsurance is extracted from the profit
earned from the investment of the fund.

2.  The management fee of the compulsory sociaramme is equivalent to the management fee
of the State Administrative Organization.

10. Sources of voluntary social insurance fund

1. Social insurance premiums paid by employees

2.  The Profit earned from investment activity of fiand;

3. Contributions from the State;

4.  Other legal sources.

11. Level and node of paying social insurance premifrora employees

1. The level of monthly contribution is equivalant 16 per cent of the wage selected by the
employee on which the social insurance premiumsased; from 2010 the contribution rate
will be increased by 2 per cent every 2 years urm#aches 22 per cent.

2. The wage on which the social insurance premisirbased shall be changed based on the
solvency of the employee in each period, but netlothan the common minimum wage and

not exceeding 20 times of the common minimum wage.

3. The employee can select one of the following @sodf paying voluntary social insurance
premiums:

(&) ona monthly basis;

(b) on a quarterly basis;

(c) once every six months;

Above is assessment of social insurance managenoemt2000 to 2007. This report is based

on data of balance sheet provided by Viet Nam'sasdcsurance from 2000 to 2007 and this is an
individual report.
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