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Social insurance in cross-hairs

The Vietnamese government’s Decree No.143/2018/ND-CP outlining information on compulsory social insurance for foreign
employees in Vietnam will make employees and their employers look for ways to adapt. To reach a diversified view of the change,
which comes into force in December 2018, VIR collected opinions from foreign firms, foreign employees, local authorities, and
consultancy firms about the impact on both employers and employees, as well as the efficiency of the decree itself.
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Applying compulsory social
insurance on foreign employ-
ees is such a new policy for
Vietnam. Currently, compul-
sory social insurance on local
employees is very difficult to

Navigos has been prepared to
adapt to the decree on com-
pulsory social insurance for

While an 8 per cent charge is
somewhat of a burden, I can

According to Decree 143, we
understand that foreign workers
working in Vietnam in the form
of internal staff transfer are not
subject to this application.
However, we still do not know
what the specific definition of
internal transfer is. In particular,

administer, with 30 per cent
of the total workforce con-
tributing to the policy, so car-
rying out a similar policy on
foreign employees will be
much more difficult because
Vietnamese supervision on
foreign employees has not
been tightened.

Currently, with a huge
number of foreign workers in
Vietnam, supervision of them
in industrial zones, in compa-
nies hiring workers from their
countries’ headquarters or

foreign employees since it
was a draft several years ago.
In fact, the firm pays a signif-
icant amount of money — 3
per cent — for foreign em-
ployees’ health insurance and
severance packages as they
leave their jobs.

Thus, the additional 0.5
per cent rate into the occupa-
tional accidents and hazards
funds, our total insurance

understand the sentiment be-
hind the charge.

It has been essential to at-
tract foreign experts to Viet-
nam to bring in key
know-how and expertise.
However, the Vietnamese
labour force has been devel-
oping at a steady pace, and
while there are still positions
for which foreign experts are
better suited, in many areas

what type of documents that the
company and workers need to
provide to prove that it is an in-
ternal transfer? In addition,
there should be general guide-
lines for all areas, avoiding the
situation where each agency in
each province understands and
sets out different regulations.
At Sapporo Vietnam, we
have a number of experienced
Japanese professionals who are
transferred to Vietnam by Sap-
poro Group to be in charge of
the company’s activities such as
business management, produc-
tion management, business
strategy and sales. Our human

from other countries is quite
hard for the local govern-
ment. As a result, despite
their obligations to the decree
in Vietnam, I consider that
the number of foreign work-
ers contributing to the com-
pulsory social insurance will
be much smaller than the
total number of foreign em-
ployees in Vietnam.
Compulsory social insur-
ance on foreign employees is
a good policy because it helps
to protect foreign employees

payments after foreign em-
ployees will not change
much. As a result, the decree
will not impact Navigos’ op-
erations, and we do not see
the need to change our human
resources strategy.

Navigos offers equal job
opportunities for local and
foreign employees, irrespec-
tive of the new decree.

According to our re-

Vietnamese experts are ready
to take the stage and replace
their foreign mentors.

In this sense, it is under-
standable that the Vietnamese
government is evening out
employment conditions.

On the other hand, I find
it a drawback that the move
affects foreign workers uni-
versally, even at positions
which require an actual for-

resources policy is to promote
the empowerment of our Viet-
namese staff, but before that we
need to train our Vietnamese
staff with a variety of profes-
sional skills and soft skills. In
addition to external training,
within our company, foreign
experts play an extremely im-
portant role where they can
pass on their experience and
skills to the young employees
in Vietnam.

In terms of overall econ-
omy, we consider that the new
regulation could be a barrier for
enterprises, not just foreign-in-
vested enterprises but also Viet-

from hitting unexpected risks
in Vietnam, but much more
importantly, we have to ad-
minister foreign workers well
by catching the job trends
which lure them to come to
Vietnam. Once we hold the
detailed information on their
jobs, administrating them
will be easier. Regarding the
efficiency of the decree, this
is the policy of the coming
years, so we need to wait at
least five years to acknowl-
edge its efficiency.m

search, a significant number
of positions are difficult to fill
with local employees as they
do not meet the employers’
recruitment, which makes the
recruitment of foreign em-
ployees an understandable
necessity.

When it comes to posi-
tions suitable for local em-
ployees, we always give them
priority.m

eigner and can hardly be
filled by Vietnamese person-
nel. The Vietnamese govern-
ment needs to tread a fine
line in attracting foreign ex-
perts and opening more op-
portunities for domestic
personnel — although 1 have
concerns that the initiative
may be premature, espe-
cially in certain technology-
intensive areas.m

namese enterprises, to approach
high-level professionals of
many fields, especially in fields
where Vietnam’s human re-
sources are still lacking in
quantity and quality.

In the long run, it would be
ideal if businesses could find
the human resources in Viet-
nam that meet the requirements
of quantity and quality. How-
ever, at this stage, it is our ob-
servation that Vietnam’s labour
market needs to be invested
methodically in the long run so
that it can create human re-
sources to meet the demand of
enterprises.m
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Clearly, compulsory contribu-
tion of social insurance for for-
eign employees will have an
impact on companies’ employ-
ment costs. It may not be sig-
nificant now due to its stepped
application, but it will be signif-
icant when the 8 per cent em-
ployees’ and 17.5 per cent
employer’s contribution for re-
tirement and death funds takes
effect from January 2022.
When the contributions from
employees start in January
2022, employees may be con-
cerned about the additional de-
duction of their monthly salary
for the social insurance scheme.
Still, they should note that the
statutory employer contribu-
tions do not constitute a taxable
benefit to the employee, and the
employee contributions are de-
ductible for personal income
tax purposes. Hopefully, this
tax treatment will remain when
the employee’s contributions
take effect in 2022. Decree 143
clarifies some uncertainties and
made the requirement of for-
eigners subject to a mandatory
social ~ insurance  scheme
clearer. However, there are still
areas where additional guid-
ance should be provided. For
instance, a clearer withdrawal
policy of the one-off payment
on the contributed amount from
the social insurance agency and
its claim procedures should be
provided. Questions such as
whether the claim amount will
be returned in VND to the for-
eigners should be addressed. If
s0, it could be problematic for
the foreigners as they need to
continue to maintain their VND
account for this purpose before
the amount is received. Ques-
tions on exemption policy
should be addressed. In general,
citizens of countries with bilat-
eral agreements in place may
be exempted/partially ex-
empted if they can prove they
are liable for the contributions
in their home country.m
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