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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 
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and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.
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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 
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and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.
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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 
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and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.
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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 
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and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.
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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 
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and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.
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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 
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6 Conclusion
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and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.
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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 

Although pensions can have a range of impacts, countries usually establish pension systems 
with three aims: 

• Minimum income ensures that every member of society can access a guaranteed 
minimum income in old age, a time when people become increasingly less able to provide 
for themselves, due to growing frailty, disability and other reasons such as discrimination 
in the labour force. 

and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.

• Consumption smoothing enables those with higher incomes during their working years to 
set aside a part of it, which they can subsequently draw on in old age, thereby enabling 
them to have a higher income than that offered by the guaranteed minimum income.

• Insurance insures against the (welcome) risk of living a long time, in particular if people are 
unable to adequately provide for themselves for many of these years.

To achieve these aims, pension systems often comprise multiple tiers. These often consist of 
the following: 

• Tier 1, a social pension, is the only effective means of guaranteeing a minimum income for 
everyone, as long as it is part of a system offering universal coverage.

• Tier 2, a social insurance contributory pension, is mandatory for those in the formal 
economy and, if possible, includes some workers in the informal economy. A social 
insurance pension aims to offer consumption smoothing, so that people can have a higher 
income than the guaranteed income offered by the social pension.

• Tier 3, a private contributory pension, offers consumption smoothing and enables 
individuals – usually higher earners – to further enhance their incomes in old age.

Increasing numbers of countries are offering universal old age pension coverage via either 
universal or pension-tested social pensions, usually combined with social insurance pensions: 
the number has risen to at least 44 countries, according to the International Labour 
Organization (ILO) (2017). In recent years, Viet Nam has also made good progress in building 
a multi-tiered pension system aiming to provide universal coverage for all citizens through a 
combination of social insurance and tax-financed pensions. Nonetheless, according to 
analysis of the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, around 67 
per cent of people aged 65 and above were unable to access an old age pension.

In May 2018, the Central Committee of the Communist Party passed Resolution 28-NQ/TW, 
which aims to ensure that “social insurance [would be] a main pillar of the social security system, 
step by step expanding firmly the coverage of social insurance, towards the goal of social 
insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
pension coverage can be achieved only by incorporating the tax-financed social pension within 
the social insurance system. In effect, the resolution seeks to close the pension coverage gap.

This report complements broader support by the ILO to the Ministry of Labour – Invalids and 
Social Affairs (MOLISA) to determine how best to implement Resolution 28 to ensure universal 
pension coverage for everyone aged 65 and above. This report focuses on the social pension 
and examines three options for expanding it. For each option, the paper sets out the likely 
costs up to 2040 as well as the impacts of each option on poverty, household purchasing 
power and inequality, as measured by the Gini coefficient. 

In this report, Section 1 briefly examines the current situation of older people while Section 2 
offers a short overview of the current pension system. Section 3 sets out the three social 
pension options with their simulated impacts presented in Section 4. Section 5 discusses the 
level of investment required for each of the options presented, while Section 6 offers 
concluding remarks.



xiPOTENTIAL IMPACTS OF SOCIAL PENSIONS IN VIET NAM

The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 

Although pensions can have a range of impacts, countries usually establish pension systems 
with three aims: 

• Minimum income ensures that every member of society can access a guaranteed 
minimum income in old age, a time when people become increasingly less able to provide 
for themselves, due to growing frailty, disability and other reasons such as discrimination 
in the labour force. 

and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.

• Consumption smoothing enables those with higher incomes during their working years to 
set aside a part of it, which they can subsequently draw on in old age, thereby enabling 
them to have a higher income than that offered by the guaranteed minimum income.

• Insurance insures against the (welcome) risk of living a long time, in particular if people are 
unable to adequately provide for themselves for many of these years.

To achieve these aims, pension systems often comprise multiple tiers. These often consist of 
the following: 

• Tier 1, a social pension, is the only effective means of guaranteeing a minimum income for 
everyone, as long as it is part of a system offering universal coverage.

• Tier 2, a social insurance contributory pension, is mandatory for those in the formal 
economy and, if possible, includes some workers in the informal economy. A social 
insurance pension aims to offer consumption smoothing, so that people can have a higher 
income than the guaranteed income offered by the social pension.

• Tier 3, a private contributory pension, offers consumption smoothing and enables 
individuals – usually higher earners – to further enhance their incomes in old age.

Increasing numbers of countries are offering universal old age pension coverage via either 
universal or pension-tested social pensions, usually combined with social insurance pensions: 
the number has risen to at least 44 countries, according to the International Labour 
Organization (ILO) (2017). In recent years, Viet Nam has also made good progress in building 
a multi-tiered pension system aiming to provide universal coverage for all citizens through a 
combination of social insurance and tax-financed pensions. Nonetheless, according to 
analysis of the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, around 67 
per cent of people aged 65 and above were unable to access an old age pension.

In May 2018, the Central Committee of the Communist Party passed Resolution 28-NQ/TW, 
which aims to ensure that “social insurance [would be] a main pillar of the social security system, 
step by step expanding firmly the coverage of social insurance, towards the goal of social 
insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
pension coverage can be achieved only by incorporating the tax-financed social pension within 
the social insurance system. In effect, the resolution seeks to close the pension coverage gap.

This report complements broader support by the ILO to the Ministry of Labour – Invalids and 
Social Affairs (MOLISA) to determine how best to implement Resolution 28 to ensure universal 
pension coverage for everyone aged 65 and above. This report focuses on the social pension 
and examines three options for expanding it. For each option, the paper sets out the likely 
costs up to 2040 as well as the impacts of each option on poverty, household purchasing 
power and inequality, as measured by the Gini coefficient. 

In this report, Section 1 briefly examines the current situation of older people while Section 2 
offers a short overview of the current pension system. Section 3 sets out the three social 
pension options with their simulated impacts presented in Section 4. Section 5 discusses the 
level of investment required for each of the options presented, while Section 6 offers 
concluding remarks.
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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 

Although pensions can have a range of impacts, countries usually establish pension systems 
with three aims: 

• Minimum income ensures that every member of society can access a guaranteed 
minimum income in old age, a time when people become increasingly less able to provide 
for themselves, due to growing frailty, disability and other reasons such as discrimination 
in the labour force. 

and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.

• Consumption smoothing enables those with higher incomes during their working years to 
set aside a part of it, which they can subsequently draw on in old age, thereby enabling 
them to have a higher income than that offered by the guaranteed minimum income.

• Insurance insures against the (welcome) risk of living a long time, in particular if people are 
unable to adequately provide for themselves for many of these years.

To achieve these aims, pension systems often comprise multiple tiers. These often consist of 
the following: 

• Tier 1, a social pension, is the only effective means of guaranteeing a minimum income for 
everyone, as long as it is part of a system offering universal coverage.

• Tier 2, a social insurance contributory pension, is mandatory for those in the formal 
economy and, if possible, includes some workers in the informal economy. A social 
insurance pension aims to offer consumption smoothing, so that people can have a higher 
income than the guaranteed income offered by the social pension.

• Tier 3, a private contributory pension, offers consumption smoothing and enables 
individuals – usually higher earners – to further enhance their incomes in old age.

Increasing numbers of countries are offering universal old age pension coverage via either 
universal or pension-tested social pensions, usually combined with social insurance pensions: 
the number has risen to at least 44 countries, according to the International Labour 
Organization (ILO) (2017). In recent years, Viet Nam has also made good progress in building 
a multi-tiered pension system aiming to provide universal coverage for all citizens through a 
combination of social insurance and tax-financed pensions. Nonetheless, according to 
analysis of the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, around 67 
per cent of people aged 65 and above were unable to access an old age pension.

In May 2018, the Central Committee of the Communist Party passed Resolution 28-NQ/TW, 
which aims to ensure that “social insurance [would be] a main pillar of the social security system, 
step by step expanding firmly the coverage of social insurance, towards the goal of social 
insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
pension coverage can be achieved only by incorporating the tax-financed social pension within 
the social insurance system. In effect, the resolution seeks to close the pension coverage gap.

This report complements broader support by the ILO to the Ministry of Labour – Invalids and 
Social Affairs (MOLISA) to determine how best to implement Resolution 28 to ensure universal 
pension coverage for everyone aged 65 and above. This report focuses on the social pension 
and examines three options for expanding it. For each option, the paper sets out the likely 
costs up to 2040 as well as the impacts of each option on poverty, household purchasing 
power and inequality, as measured by the Gini coefficient. 

In this report, Section 1 briefly examines the current situation of older people while Section 2 
offers a short overview of the current pension system. Section 3 sets out the three social 
pension options with their simulated impacts presented in Section 4. Section 5 discusses the 
level of investment required for each of the options presented, while Section 6 offers 
concluding remarks.
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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 

Although pensions can have a range of impacts, countries usually establish pension systems 
with three aims: 

• Minimum income ensures that every member of society can access a guaranteed 
minimum income in old age, a time when people become increasingly less able to provide 
for themselves, due to growing frailty, disability and other reasons such as discrimination 
in the labour force. 

and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.

• Consumption smoothing enables those with higher incomes during their working years to 
set aside a part of it, which they can subsequently draw on in old age, thereby enabling 
them to have a higher income than that offered by the guaranteed minimum income.

• Insurance insures against the (welcome) risk of living a long time, in particular if people are 
unable to adequately provide for themselves for many of these years.

To achieve these aims, pension systems often comprise multiple tiers. These often consist of 
the following: 

• Tier 1, a social pension, is the only effective means of guaranteeing a minimum income for 
everyone, as long as it is part of a system offering universal coverage.

• Tier 2, a social insurance contributory pension, is mandatory for those in the formal 
economy and, if possible, includes some workers in the informal economy. A social 
insurance pension aims to offer consumption smoothing, so that people can have a higher 
income than the guaranteed income offered by the social pension.

• Tier 3, a private contributory pension, offers consumption smoothing and enables 
individuals – usually higher earners – to further enhance their incomes in old age.

Increasing numbers of countries are offering universal old age pension coverage via either 
universal or pension-tested social pensions, usually combined with social insurance pensions: 
the number has risen to at least 44 countries, according to the International Labour 
Organization (ILO) (2017). In recent years, Viet Nam has also made good progress in building 
a multi-tiered pension system aiming to provide universal coverage for all citizens through a 
combination of social insurance and tax-financed pensions. Nonetheless, according to 
analysis of the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, around 67 
per cent of people aged 65 and above were unable to access an old age pension.

In May 2018, the Central Committee of the Communist Party passed Resolution 28-NQ/TW, 
which aims to ensure that “social insurance [would be] a main pillar of the social security system, 
step by step expanding firmly the coverage of social insurance, towards the goal of social 
insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
pension coverage can be achieved only by incorporating the tax-financed social pension within 
the social insurance system. In effect, the resolution seeks to close the pension coverage gap.

This report complements broader support by the ILO to the Ministry of Labour – Invalids and 
Social Affairs (MOLISA) to determine how best to implement Resolution 28 to ensure universal 
pension coverage for everyone aged 65 and above. This report focuses on the social pension 
and examines three options for expanding it. For each option, the paper sets out the likely 
costs up to 2040 as well as the impacts of each option on poverty, household purchasing 
power and inequality, as measured by the Gini coefficient. 

In this report, Section 1 briefly examines the current situation of older people while Section 2 
offers a short overview of the current pension system. Section 3 sets out the three social 
pension options with their simulated impacts presented in Section 4. Section 5 discusses the 
level of investment required for each of the options presented, while Section 6 offers 
concluding remarks.
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The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 

Although pensions can have a range of impacts, countries usually establish pension systems 
with three aims: 

• Minimum income ensures that every member of society can access a guaranteed 
minimum income in old age, a time when people become increasingly less able to provide 
for themselves, due to growing frailty, disability and other reasons such as discrimination 
in the labour force. 

and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.

• Consumption smoothing enables those with higher incomes during their working years to 
set aside a part of it, which they can subsequently draw on in old age, thereby enabling 
them to have a higher income than that offered by the guaranteed minimum income.

• Insurance insures against the (welcome) risk of living a long time, in particular if people are 
unable to adequately provide for themselves for many of these years.

To achieve these aims, pension systems often comprise multiple tiers. These often consist of 
the following: 

• Tier 1, a social pension, is the only effective means of guaranteeing a minimum income for 
everyone, as long as it is part of a system offering universal coverage.

• Tier 2, a social insurance contributory pension, is mandatory for those in the formal 
economy and, if possible, includes some workers in the informal economy. A social 
insurance pension aims to offer consumption smoothing, so that people can have a higher 
income than the guaranteed income offered by the social pension.

• Tier 3, a private contributory pension, offers consumption smoothing and enables 
individuals – usually higher earners – to further enhance their incomes in old age.

Increasing numbers of countries are offering universal old age pension coverage via either 
universal or pension-tested social pensions, usually combined with social insurance pensions: 
the number has risen to at least 44 countries, according to the International Labour 
Organization (ILO) (2017). In recent years, Viet Nam has also made good progress in building 
a multi-tiered pension system aiming to provide universal coverage for all citizens through a 
combination of social insurance and tax-financed pensions. Nonetheless, according to 
analysis of the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, around 67 
per cent of people aged 65 and above were unable to access an old age pension.

In May 2018, the Central Committee of the Communist Party passed Resolution 28-NQ/TW, 
which aims to ensure that “social insurance [would be] a main pillar of the social security system, 
step by step expanding firmly the coverage of social insurance, towards the goal of social 
insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
pension coverage can be achieved only by incorporating the tax-financed social pension within 
the social insurance system. In effect, the resolution seeks to close the pension coverage gap.

This report complements broader support by the ILO to the Ministry of Labour – Invalids and 
Social Affairs (MOLISA) to determine how best to implement Resolution 28 to ensure universal 
pension coverage for everyone aged 65 and above. This report focuses on the social pension 
and examines three options for expanding it. For each option, the paper sets out the likely 
costs up to 2040 as well as the impacts of each option on poverty, household purchasing 
power and inequality, as measured by the Gini coefficient. 

In this report, Section 1 briefly examines the current situation of older people while Section 2 
offers a short overview of the current pension system. Section 3 sets out the three social 
pension options with their simulated impacts presented in Section 4. Section 5 discusses the 
level of investment required for each of the options presented, while Section 6 offers 
concluding remarks.



1POTENTIAL IMPACTS OF SOCIAL PENSIONS IN VIET NAM

The situation of older people

Income security in old age is a basic human right. By accessing an old age pension, older 
people can maintain their autonomy, continue to contribute to society and reduce the burden 
on their families. Well-designed old age pension systems can contribute to economic growth 
in a range of ways. For example, older people often use their pensions to support their 
grandchildren so that the children can have better health and education and, as a result, 
become a more productive workforce. Households with pensioners often invest the pension in 
economic activities while household members, in particular women, are more likely to enter 
the labour force. Spending from pensions can stimulate demand and consumption and help 
drive economic growth. Savings from pension funds can be invested in large-scale enterprises, 
which support national development. Further, since universal old age pension coverage is 
popular with citizens, policymakers who establish it can reap political rewards.

Older people are some of the poorest citizens across Viet Nam. When assessed against the 
near-poverty line of the Ministry of Labour – Invalids and Social Affairs (MOLISA)– which is set 
at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million in urban areas 
– the poverty rate among older persons aged 65 and above is 16.1 per cent (compared to the 
national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among those aged 70 
and above. Furthermore, labour force participation for both women and men begins to fall at 
around 45 years of age. Among those aged 65–69, 48 per cent of women and 35 per cent of 
men no longer participate in the labour force, and this percentage rises to 91 per cent of 
women and 85 per cent of men aged 80 and above. So, without a pension, the majority of older 
men and women have no access to an independent income and are forced to rely on others. 

The current pension system in Viet Nam

Since 2005, Viet Nam has made good progress in building a multi-tiered pension system 
aiming to provide universal coverage for all citizens through a combination of social insurance 
and tax-financed pensions. In May 2018, the Central Committee of the Communist Party 
passed Resolution 28-NQ/TW, which seeks to close the pension coverage gap and recognizes 
that universal pension coverage can be achieved only by incorporating the tax-financed social 
pension within the social insurance system. 

The current state pension system in Viet Nam comprises two tiers. The first tier offers a 
tax-financed social pension to everyone aged 80 and above who does not receive the social 
insurance pension, while some provinces with surplus funding offer the social pension at the 
age of 70 or 75. In addition, if people aged 60–79 live alone and in poverty, they can receive a 
social pension paid at a higher rate. A second tier social insurance pension is provided to 
members of the Viet Nam Social Security (VSS) scheme when they reach age 55 (for women) 

Income security in old age is a basic human right, as box 1 indicates. It also makes social, 
economic and political sense. By accessing an old age pension, older people can maintain their 
autonomy, continue to contribute to society and reduce the burden on their families, as shown 
by international evidence. Well-designed old age pension systems can also contribute to 
economic growth in a range of ways. For example, older people often use their pensions to 
support their grandchildren so that the children can have better health and education and, as a 
result, become a more productive workforce. Households with pensioners often invest the 
pension in economic activities while household members, in particular women, are more likely 
to enter the labour force. Spending from pensions can stimulate demand and consumption 
and help drive economic growth. Savings from pension funds can be invested in large-scale 
enterprises, which support national development.1 Further, since universal old age pension 
coverage is popular with citizens, policymakers who establish it can reap political rewards. 

Although pensions can have a range of impacts, countries usually establish pension systems 
with three aims: 

• Minimum income ensures that every member of society can access a guaranteed 
minimum income in old age, a time when people become increasingly less able to provide 
for themselves, due to growing frailty, disability and other reasons such as discrimination 
in the labour force. 

1  See Kidd and Tran (2017) for a further description of how pensions contribute to economic growth.
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and 60 (for men), as long as they have made 20 years of contributions. As a result, among 
those aged 60–79, there is a very large coverage gap since the social pension is targeted only 
at those living in poverty. Furthermore, while the coverage gap should disappear at age 80 
years and above, this does not appear to be the case in practice. 

Coverage of the current pension system

Although different methodologies give different answers, estimates indicate that around 33.5 
per cent of people aged 65 and above received a pension in 2015–16. Analysis of the most 
recent survey data, the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, 
indicates that 18 per cent of people aged 65 and above received a VSS pension while 16 per 
cent of people aged 65 and above received a social pension, including 46 per cent of those 
aged 80 and above. In total, the VHLSS dataset indicates that one third (33 per cent) of people 
aged 65 and above are able to access a pension, rising to 58 per cent of those aged 80 and 
above.

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension, while 13 per cent of men and 
18 per cent of women received the social pension. Among ethnic minorities, pension coverage 
is below national coverage levels, at 20 per cent for age 65 and above and 51 per cent for age 
80 and above. Comparing regions, the lowest pension coverage is 20 per cent in the Mekong 
Delta region, rising to a high of 44 per cent in the Red River Delta region. Coverage also varies 
by urban and rural areas: in urban areas, 46 per cent of people aged 65 and above are able to 
access a pension (35 per cent for the VSS pension and 11 per cent for the social pension) while 
in rural areas the proportion is 27 per cent (9 per cent for the VSS pension and 18 per cent for 
the social pension). Pension coverage also varies according to wealth distribution: only 20 per 
cent of the poorest 5 per cent of older persons have a pension compared to 69 per cent among 
the richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension. 

Impacts of the current pension system

The current old age pension system has a notable impact on the well-being of older persons. 
Together, the VSS and social pension reduce the near-poverty rate among those aged 65 and 
above from 23.7 per cent to 16.1 per cent (in 2016), which is equivalent to a relative reduction 
of 32 per cent. However, when compared to a hypothetical situation in which no one receives 
any pension, the social pension alone has a negligible impact on the old age poverty – reducing 
it by 0.8 percentage points – and only noticeably affects those age 80 and above. The main 
impacts of the pension system are from the VSS pension, mainly from age 55, when women 
are able to retire. There are some small impacts on younger people, including children, 
resulting from pensioners living in their households.

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 

the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month, equivalent to 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across those low- and 
middle-income countries offering high or universal coverage in their pension systems.

Options for social pensions to achieve universal coverage

To achieve the Government’s objective of ensuring universal pension coverage for all citizens, 
it will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS: A universal 
pension, offered to everyone who has reached the age of eligibility; or a pension-tested social 
pension, offered to everyone who has reached the age of eligibility and does not receive a 
social insurance or civil service pension. An effective method to reduce disincentives to join 
the VSS is for the social pension to be tapered. This would mean that the higher the VSS 
pension, the more the social pension is reduced in value. Tapering is not commonly used, as it 
is more challenging technically to manage but with a good management information system, 
it is feasible.

This paper examines two social pension options:

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

This paper examines the option of a social pension at a value of VND350,000 per month, which 
is relatively low in international comparison, equivalent to 7.2 per cent of GDP per capita or 32 
per cent of the average weighted value of MOLISA’s near-poverty line. 

Methodology used to simulate impacts of the social pension options

To assess the welfare effects of these pension options, an ex ante simulation model was 
developed with microdata from VHLSS for 2016, using household income per capita. Firstly, 
existing pension recipients were identified in the survey dataset. While identifying VSS pension 
recipients is based on the VHLSS’s survey questions on income, social pension recipients are 
based on additional assumptions, by replicating MOLISA’s eligibility criteria as closely as 
possible. Next, a pre-transfer income variable is created by deducting current social pension 
income from total household income. Subsequently, the welfare effects of the pension options 
are estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. 

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

Impacts of the social pension on the poverty rate and poverty gap

The assessment of impacts on poverty reduction uses three distinct poverty lines: the national 
poverty line; the national near-poverty-line; and US$5.50 purchasing power parity (PPP) per 
day, which is the equivalent of VND49,845 per day. Because the national poverty line and 
near-poverty lines are set at low values, producing low poverty rates and gaps, impacts appear 
relatively large as a result. Therefore, the US$5.50 PPP per day poverty line is also used 
because this is set at a higher level and recognizes a higher proportion of the population as 
living in poverty.

The reduction in poverty is assessed at a national level and takes into account only the 
recipients of the social pension options. Among the national population, the results indicate 
that Option 1 has the highest impacts, due to its lower age of eligibility. Option 1 would reduce 
the national near-poverty rate by 7.6 per cent compared to a reduction of 5.3 per cent for 
Option 2, which sets the age of eligibility at 67 years. Furthermore, Option 1 generates the 
largest impacts on the national near-poverty gap, with a reduction of 9.8 per cent compared to 
6.2 per cent for Option 2. Only taking into account recipients and their household members, 
estimates for both options show that impacts on poverty are significant. Option 1 would 
reduce the near-poverty rate by 35.5 per cent and Option 2 would reduce it by 34.9 per cent. 
Impacts on the poverty gap are similarly high: Option 1 would reduce the near-poverty gap 
among recipient households by 42.6 per cent while Option 2 would have a similar impact at 
42.1 per cent. Most of the impact is among older persons although the social pensions would 
also reduce poverty among younger people, because 27 per cent of children and 25 per cent of 
working age people (18–59 years) live with older persons. The main difference between the 
two options is among those aged 60–70: more persons would receive a pension under Option 
1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population and, 
therefore, access to social pensions would also have a positive impact on ethnic minorities. 
Option 1 would reduce the near-poverty rate among ethnic minority people of eligible age from 
48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per cent.

Impacts on purchasing power of households with a member aged 65 and 
above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month. Therefore, it 
is important to also examine the extent to which the social pensions would improve the 
standards of living of older people across the wealth distribution. Indeed, across all people 
aged 65 and above, Option 1 would increase average incomes by 10.8 per cent while Option 2 
would deliver an increase of 9.6 per cent. The increases in incomes are slightly higher among 
women than men: for example, Option 2 would increase the incomes of older women by 9.6 
per cent and those of older men by 8.3 per cent. However, the average increase in rural areas 
is almost twice the increase in urban areas, because incomes in rural areas are lower than in 
urban areas. 

Furthermore, both options are pro-poor: the highest relative increases in income are among 
the poorest older people, reaching a 37 per cent increase in per capita incomes among the 
poorest 5 per cent of the population. Among those in the middle of the income distribution, the 
increases in purchasing power are around 5 per cent, which can still make a meaningful 
difference to the well-being of older people and their households. Of course, a higher value 
pension would have a greater impact on well-being. For example, if older people received 
VND700,000 per month, Option 1 would increase the incomes of the poorest 5 per cent of older 
people by 37 per cent while those in the middle of the income distribution would experience a 
6 per cent increase in purchasing power.

Impacts on national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.

Impacts of the broader pension system on poverty and well-being

In addition to the social pension, among those aged 65 and above, an estimated 18 per cent 
would receive a social insurance pension. Therefore, a separate measure compares the 
impacts of Options 1 and 2 against a hypothetical situation in which no older people would 
receive a pension. The pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. Among ethnic minorities, the absolute 
reduction in the poverty rate is lower, since the initial starting point in the poverty rate is higher. 
Both options would have a similar impact, reducing the poverty rate among ethnic minority 
older people from almost 50 per cent to around 35 per cent. The higher the overall income of 
the older person, the more likely they will be to receive the VSS pension. Nonetheless, even 
among those in the poorest decile of the population, coverage of the VSS pension will be 
relatively high at 23 per cent, while 58 per cent of those in the richest decile of the population 
will also receive a social pension.

Level of investment required for the social pension options

Both pension options assume that they will be gradually introduced and would reach their full 
coverage only by 2030. Each year, the age of eligibility would gradually be reduced so that, by 
2030, Option 1 would provide the social pension to all women aged 60 and above and men 
aged 62 and above who are without a social insurance pension. Similarly, Option 2 would reach 
an age of eligibility of 67 years by 2030. 

Assuming that the values of the transfers are indexed to inflation so that they retain their 
purchasing power, the cost of both options would increase gradually as the age of eligibility 
decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 1 at 0.55 
per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of the 

transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would 
double. Compared to other low- and middle-income countries with high coverage social 
pensions, the costs in 2030 would be relatively low. For instance, the level of investment 
required would be very low compared to Nepal – which is one of the poorest countries in Asia 
yet provides a pension to everyone aged 65 and above at a cost of 1.3 per cent of GDP – and 
a range of countries in Africa with younger populations.

Conclusion

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children, who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.

Box 1

The right to an old age pension

The Universal Declaration of Human Rights states:

Article 22: “Everyone, as a member of society, has the right to social security.”  

Article 25: “(1) Everyone has the right to a standard of living adequate for the health and well-being 
of himself and of his family, including food, clothing, housing and medical care and necessary 
social services, and the right to security in the event of unemployment, sickness, disability, 
widowhood, old age or other lack of livelihood in circumstances beyond his control. (2) 
Motherhood and childhood are entitled to special care and assistance. All children, whether born in 
or out of wedlock, shall enjoy the same social protection.”

Source: United Nations, 2015.

• Consumption smoothing enables those with higher incomes during their working years to 
set aside a part of it, which they can subsequently draw on in old age, thereby enabling 
them to have a higher income than that offered by the guaranteed minimum income.

• Insurance insures against the (welcome) risk of living a long time, in particular if people are 
unable to adequately provide for themselves for many of these years.

To achieve these aims, pension systems often comprise multiple tiers. These often consist of 
the following: 

• Tier 1, a social pension, is the only effective means of guaranteeing a minimum income for 
everyone, as long as it is part of a system offering universal coverage.

• Tier 2, a social insurance contributory pension, is mandatory for those in the formal 
economy and, if possible, includes some workers in the informal economy. A social 
insurance pension aims to offer consumption smoothing, so that people can have a higher 
income than the guaranteed income offered by the social pension.

• Tier 3, a private contributory pension, offers consumption smoothing and enables 
individuals – usually higher earners – to further enhance their incomes in old age.

Increasing numbers of countries are offering universal old age pension coverage via either 
universal or pension-tested social pensions, usually combined with social insurance pensions: 
the number has risen to at least 44 countries, according to the International Labour 
Organization (ILO) (2017). In recent years, Viet Nam has also made good progress in building 
a multi-tiered pension system aiming to provide universal coverage for all citizens through a 
combination of social insurance and tax-financed pensions. Nonetheless, according to 
analysis of the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, around 67 
per cent of people aged 65 and above were unable to access an old age pension.

In May 2018, the Central Committee of the Communist Party passed Resolution 28-NQ/TW, 
which aims to ensure that “social insurance [would be] a main pillar of the social security system, 
step by step expanding firmly the coverage of social insurance, towards the goal of social 
insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
pension coverage can be achieved only by incorporating the tax-financed social pension within 
the social insurance system. In effect, the resolution seeks to close the pension coverage gap.

This report complements broader support by the ILO to the Ministry of Labour – Invalids and 
Social Affairs (MOLISA) to determine how best to implement Resolution 28 to ensure universal 
pension coverage for everyone aged 65 and above. This report focuses on the social pension 
and examines three options for expanding it. For each option, the paper sets out the likely 
costs up to 2040 as well as the impacts of each option on poverty, household purchasing 
power and inequality, as measured by the Gini coefficient. 

In this report, Section 1 briefly examines the current situation of older people while Section 2 
offers a short overview of the current pension system. Section 3 sets out the three social 
pension options with their simulated impacts presented in Section 4. Section 5 discusses the 
level of investment required for each of the options presented, while Section 6 offers 
concluding remarks.
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Although pensions can have a range of impacts, countries usually establish pension systems 
with three aims: 

• Minimum income ensures that every member of society can access a guaranteed 
minimum income in old age, a time when people become increasingly less able to provide 
for themselves, due to growing frailty, disability and other reasons such as discrimination 
in the labour force. 

• Consumption smoothing enables those with higher incomes during their working years to 
set aside a part of it, which they can subsequently draw on in old age, thereby enabling 
them to have a higher income than that offered by the guaranteed minimum income.

• Insurance insures against the (welcome) risk of living a long time, in particular if people are 
unable to adequately provide for themselves for many of these years.

To achieve these aims, pension systems often comprise multiple tiers. These often consist of 
the following: 

• Tier 1, a social pension, is the only effective means of guaranteeing a minimum income for 
everyone, as long as it is part of a system offering universal coverage.

• Tier 2, a social insurance contributory pension, is mandatory for those in the formal 
economy and, if possible, includes some workers in the informal economy. A social 
insurance pension aims to offer consumption smoothing, so that people can have a higher 
income than the guaranteed income offered by the social pension.

• Tier 3, a private contributory pension, offers consumption smoothing and enables 
individuals – usually higher earners – to further enhance their incomes in old age.

Increasing numbers of countries are offering universal old age pension coverage via either 
universal or pension-tested social pensions, usually combined with social insurance pensions: 
the number has risen to at least 44 countries, according to the International Labour 
Organization (ILO) (2017). In recent years, Viet Nam has also made good progress in building 
a multi-tiered pension system aiming to provide universal coverage for all citizens through a 
combination of social insurance and tax-financed pensions. Nonetheless, according to 
analysis of the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, around 67 
per cent of people aged 65 and above were unable to access an old age pension.

In May 2018, the Central Committee of the Communist Party passed Resolution 28-NQ/TW, 
which aims to ensure that “social insurance [would be] a main pillar of the social security system, 
step by step expanding firmly the coverage of social insurance, towards the goal of social 
insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
pension coverage can be achieved only by incorporating the tax-financed social pension within 
the social insurance system. In effect, the resolution seeks to close the pension coverage gap.

This report complements broader support by the ILO to the Ministry of Labour – Invalids and 
Social Affairs (MOLISA) to determine how best to implement Resolution 28 to ensure universal 
pension coverage for everyone aged 65 and above. This report focuses on the social pension 
and examines three options for expanding it. For each option, the paper sets out the likely 
costs up to 2040 as well as the impacts of each option on poverty, household purchasing 
power and inequality, as measured by the Gini coefficient. 

In this report, Section 1 briefly examines the current situation of older people while Section 2 
offers a short overview of the current pension system. Section 3 sets out the three social 
pension options with their simulated impacts presented in Section 4. Section 5 discusses the 
level of investment required for each of the options presented, while Section 6 offers 
concluding remarks.



3POTENTIAL IMPACTS OF SOCIAL PENSIONS IN VIET NAM

Although pensions can have a range of impacts, countries usually establish pension systems 
with three aims: 

• Minimum income ensures that every member of society can access a guaranteed 
minimum income in old age, a time when people become increasingly less able to provide 
for themselves, due to growing frailty, disability and other reasons such as discrimination 
in the labour force. 

Older people are some of the poorest citizens across Viet Nam (figure 1.1) and, when different 
assumptions are used to analyse the household survey data, older persons appear even poorer 
compared to other age groups (box 2). When assessed against MOLISA’s near-poverty line – 
which is set at 1 million Vietnamese dong (VND) per month in rural areas and VND1.3 million 
in urban areas – the poverty rate among older persons aged 65 and above is 16.1 per cent 
(compared to the national near-poverty rate of 14.5 per cent) and rises to 17.1 per cent among 
those aged 70 and above. 

1. Context: The situation of older people

Figure 1.1

Near-poverty rates, by age, Viet Nam (%)

• Consumption smoothing enables those with higher incomes during their working years to 
set aside a part of it, which they can subsequently draw on in old age, thereby enabling 
them to have a higher income than that offered by the guaranteed minimum income.

• Insurance insures against the (welcome) risk of living a long time, in particular if people are 
unable to adequately provide for themselves for many of these years.

To achieve these aims, pension systems often comprise multiple tiers. These often consist of 
the following: 

• Tier 1, a social pension, is the only effective means of guaranteeing a minimum income for 
everyone, as long as it is part of a system offering universal coverage.

• Tier 2, a social insurance contributory pension, is mandatory for those in the formal 
economy and, if possible, includes some workers in the informal economy. A social 
insurance pension aims to offer consumption smoothing, so that people can have a higher 
income than the guaranteed income offered by the social pension.

• Tier 3, a private contributory pension, offers consumption smoothing and enables 
individuals – usually higher earners – to further enhance their incomes in old age.

Increasing numbers of countries are offering universal old age pension coverage via either 
universal or pension-tested social pensions, usually combined with social insurance pensions: 
the number has risen to at least 44 countries, according to the International Labour 
Organization (ILO) (2017). In recent years, Viet Nam has also made good progress in building 
a multi-tiered pension system aiming to provide universal coverage for all citizens through a 
combination of social insurance and tax-financed pensions. Nonetheless, according to 
analysis of the Viet Nam Household Living Standards Survey (VHLSS) 2016 dataset, around 67 
per cent of people aged 65 and above were unable to access an old age pension.

In May 2018, the Central Committee of the Communist Party passed Resolution 28-NQ/TW, 
which aims to ensure that “social insurance [would be] a main pillar of the social security system, 
step by step expanding firmly the coverage of social insurance, towards the goal of social 
insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
pension coverage can be achieved only by incorporating the tax-financed social pension within 
the social insurance system. In effect, the resolution seeks to close the pension coverage gap.

This report complements broader support by the ILO to the Ministry of Labour – Invalids and 
Social Affairs (MOLISA) to determine how best to implement Resolution 28 to ensure universal 
pension coverage for everyone aged 65 and above. This report focuses on the social pension 
and examines three options for expanding it. For each option, the paper sets out the likely 
costs up to 2040 as well as the impacts of each option on poverty, household purchasing 
power and inequality, as measured by the Gini coefficient. 

In this report, Section 1 briefly examines the current situation of older people while Section 2 
offers a short overview of the current pension system. Section 3 sets out the three social 
pension options with their simulated impacts presented in Section 4. Section 5 discusses the 
level of investment required for each of the options presented, while Section 6 offers 
concluding remarks.

Box 2

The effect of equivalence scale assumptions on poverty rates
Poverty rates depend not only on the data collected in household surveys but also on the 
assumptions used in analysing the data. To obtain the per capita poverty rate, the analysis in figure 
1.1 used equivalence scales that weighs each person in the household equally. This approach 
assumes that all household resources are equally distributed among its members and that there 
are no economies of scale. Internationally, a wide range of equivalence scales are used by different 
countries and there is no single universally accepted method, yet the choice of equivalence scales 
can significantly influence estimates of both the size and composition of the population in poverty. 
Figure 1.2 shows the relative near-poverty rates across age groups using three other equivalence 
scales, including that of the Organisation for Economic Co-operation and Development (OECD):
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• The OECD equivalence scale assigns values of 1 to the first household member, 0.7 to each 
additional adult and 0.5 to each child. 

• The OECD modified scale assigns values of 1 to the household head, 0.5 to each additional adult 
member and 0.3 to each child.

• The square root scale involves dividing household income by the square root of household size.

For each approach, the value of the poverty line was adjusted so that the overall national poverty 
rate is identical to the poverty rate obtained by using the per capita measure. Under some 
scenarios older people appear to be poorer than other age groups, including children (figure 1.2).
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Figure 1.2.
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these estimates assume that household income is shared equally, it is likely that many older 
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• The OECD equivalence scale assigns values of 1 to the first household member, 0.7 to each 
additional adult and 0.5 to each child. 
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member and 0.3 to each child.
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For each approach, the value of the poverty line was adjusted so that the overall national poverty 
rate is identical to the poverty rate obtained by using the per capita measure. Under some 
scenarios older people appear to be poorer than other age groups, including children (figure 1.2).
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insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
pension coverage can be achieved only by incorporating the tax-financed social pension within 
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Social Affairs (MOLISA) to determine how best to implement Resolution 28 to ensure universal 
pension coverage for everyone aged 65 and above. This report focuses on the social pension 
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level of investment required for each of the options presented, while Section 6 offers 
concluding remarks.

On average, Viet Nam’s ethnic minorities are more likely to live in poverty than the majority 
population: for example, the near-poverty rate among ethnic minorities is 51 per cent com-
pared to 7 per cent among the majority population. A similar pattern is found in old age: 43 per 
cent of ethnic minorities aged 65 and above are living under the near-poverty line compared to 
13 per cent in the majority population. Overall, older people from ethnic minorities are 3.3 times 
more likely to live below MOLISA’s near-poverty line than those from the majority population.

Figure 1.3
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The well-being of older persons varies significantly across the different regions of Viet Nam. 
The highest near-poverty rates among older persons are in the Midlands and Northern Moun-
tains and lowest in the Southeast (figure 1.4). Similarly, near-poverty rates among older 
persons are higher in rural areas (20 per cent) than in than urban areas (8 per cent).
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Near-poverty rates for persons aged 65 and above, by region, Viet Nam (%)
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Men and women experience old age very differently. Older women are much more likely than 
men to be single: 57.3 per cent of those aged 65 and above are widowed compared to 17.4 per 
cent of men (figure 1.5). The likelihood of being single increases significantly as both women 
and men age. 
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On average, Viet Nam’s ethnic minorities are more likely to live in poverty than the majority 
population: for example, the near-poverty rate among ethnic minorities is 51 per cent com-
pared to 7 per cent among the majority population. A similar pattern is found in old age: 43 per 
cent of ethnic minorities aged 65 and above are living under the near-poverty line compared to 
13 per cent in the majority population. Overall, older people from ethnic minorities are 3.3 times 
more likely to live below MOLISA’s near-poverty line than those from the majority population.

Old age is associated with growing frailty, disability and increasing incapacity to work. Labour 
force participation for both women and men begins to fall at around 45 years of age (figure 
1.6). Among those aged 65–69, 48 per cent of women and 35 per cent of men no longer partici-
pate in the labour force and this percentage continues to rise with age. Among those aged 80 
and above, 91 per cent of women and 85 per cent of men are no longer active in the labour 
force. So, without a pension, the majority of older men and women have no access to an inde-
pendent income and are forced to rely on others. 

Figure 1.5
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Labour market participation, by age and sex, Viet Nam (%)
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Men and women experience old age very differently. Older women are much more likely than 
men to be single: 57.3 per cent of those aged 65 and above are widowed compared to 17.4 per 
cent of men (figure 1.5). The likelihood of being single increases significantly as both women 
and men age. 
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which aims to ensure that “social insurance [would be] a main pillar of the social security system, 
step by step expanding firmly the coverage of social insurance, towards the goal of social 
insurance for all” (Socialist Republic of Viet Nam, 2018). The resolution recognizes that universal 
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Figure 1.7

Occupations of workers aged 65 and above, by sex, Viet Nam (%) 

Pe
rc

en
t d

is
tr

ib
ut

io
n

90

75

60

45

30

15

0

77.8

Farming, forestry,
aquaculture

households/individual

Independent
production

and business
households

Collective Private State-run Foreign-invested

77.9

15.5
20.1

0.1 0.4
1.0 0.5

5.4
1.2 0.2 0.0

Among older people in the labour force, the vast majority are in farming, forestry or fishing, 
most likely working for themselves, although some may be labourers and working for low pay. 
A small proportion of older persons have small enterprises; very few are employed. Therefore, 
even if older people can work, they are unlikely to have a reliable source of employment.
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The current state pension system comprises two tiers. The first tier offers a tax-financed social 
pension to everyone aged 80 and above who does not receive the social insurance pension 
(although in some provinces with surplus funding, provincial governments offer the social 
pension at a lower age, such as 70 or 75 years). In addition, if people aged 60–79 live alone and 
in poverty, they can receive a social pension paid at a higher rate. A second tier social 
insurance pension is provided to members of the Viet Nam Social Security (VSS) scheme 
when they reach age 55 (for women) and 60 (for men), as long as they have made 20 years of 
contributions.2 

The current pension system model has two designs depending on age. Among those aged 
60–79, there is a very large coverage gap since the social pension is targeted only at those 
living in poverty (as the left column in figure 2.1 indicates). At 80 years and above, the coverage 
gap should disappear in theory, although, as indicated above, this does not appear to be the 
case in practice. 

2.1 Coverage of the current pension system 
The coverage of the current pension system is uncertain since different methodologies give 
different answers. The ILO (2017) estimate that in 2017, only 7 per cent of the population aged 
65 and above were able to access a VSS pension, but this number does not include former civil 

2. The current pension system

Figure 2.1

2  The pension is paid at an earlier age to people in specific professions,living in certain regions or with a disability.
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servants who retired before 1995 and continue to receive a state pension through the VSS. 
Further, in 2015, 1.61 million people aged 60 and above were accessing a social pension and 
the estimated social pension coverage of the population aged 65 and above was 26.5 per 
cent.3  Therefore, it could be estimated that around 33.5 per cent of people aged 65 and above 
received a pension in 2015–16.4 This does not include people who are in receipt of regular 
Merits payments (which are paid to former freedom fighters). The disaggregated numbers of 
recipients by type of social pension are outlined in table 2.1. 
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2.1 Coverage of the current pension system 
The coverage of the current pension system is uncertain since different methodologies give 
different answers. The ILO (2017) estimate that in 2017, only 7 per cent of the population aged 
65 and above were able to access a VSS pension, but this number does not include former civil 

Table 2.1 Recipients of social pensions by pension type, Viet Nam, 2015

3  In estimating this number, it is assumed that 75 per cent of those receving the 60–79 year pension are aged 
65–79 years.
4  MOLISA estimates that 2.1 million people receive a social pension in 2018.

servants who retired before 1995 and continue to receive a state pension through the VSS. 
Further, in 2015, 1.61 million people aged 60 and above were accessing a social pension and 
the estimated social pension coverage of the population aged 65 and above was 26.5 per 
cent.3  Therefore, it could be estimated that around 33.5 per cent of people aged 65 and above 
received a pension in 2015–16.4 This does not include people who are in receipt of regular 
Merits payments (which are paid to former freedom fighters). The disaggregated numbers of 
recipients by type of social pension are outlined in table 2.1. 

Survey data gives slightly different coverage figures. Using the VHLSS 2016 dataset, it would 
appear that 18 per cent of people aged 65 and above received a VSS pension. Further, around 
16 per cent of people aged 65 and above appear to have received a social pension, including 
46 per cent of those aged 80 and above. Figure 2.2 shows the coverage of pensions across 
age groups of older persons. The highest coverage is among those aged 80 and above, but this 
is mainly due to being able to access the social pension. In total, the VHLSS dataset indicates 
that one third (33 per cent) of people aged 65 and above are able to access a pension and 58 
per cent of those aged 80 and above.

Type of social pension

Over age 801

Over age 80 (living alone)

Lonely with community care

Age 60–79 (poor)

Total

1 495 915

16 223

5 408

95 172

1 612 717

Number of recipients

1 It is assumed that in provinces with surplus funding, where the age of eligibility is either 70 or 75 years, this 
number includes people over the age of eligibility. 

Source: Administrative data provided by the Government of Vietnam.
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5  The ILO and United Nations Population Fund (UNFPA) (2014) estimated that 9.95 per cent of those aged 50 
years and above were in receipt of a VSS pension.
6  Caution should be taken with the coverage of ethnic minority people aged 80 and above as there are only 78 
individuals in the dataset.

Figure 2.2  

Pension coverage, by age, Viet Nam (%) 

Coverage of pensions varies according to gender, ethnicity, geographic location and wealth. 
According to the VHLSS 2016 dataset, of those aged 65 and above, 26 per cent of men and 
only 12 per cent of women received a social insurance pension,5 while 13 per cent of men and 
18 per cent of women received the social pension. Overall in that age group, 39 per cent of men 
and 30 per cent of women receive some form of pension. However, due to the fact that 
females comprise the majority of older persons, across all pensioners in receipt of a pension, 
40 per cent are men and 60 per cent are women.

Differences in pension coverage can be found among ethnic groups. Among ethnic minorities, 
pension coverage is 20 per cent for age 65 and above and 51 per cent for age 80 and above.6 
This is below the national coverage levels. There are also key gender differences among ethnic 
minorities: among those aged 65 and above, 21 per cent of women compared to 18 per cent 
of men access a pension. Among ethnic minorities aged 65 and above in receipt of a pension, 
42 per cent receive the social insurance pension while 58 per cent receive the social pension, 
compared to 54 and 46 per cent respectively among the majority population.

Pension coverage varies significantly by region (figure 2.3). The lowest pension coverage is 20 
per cent in the Mekong Delta region, rising to a high of 44 per cent in the Red River Delta region. 
Coverage also varies by urban and rural areas: in urban areas, 46 per cent of people aged 65 
and above are able to access a pension (35 per cent for the VSS pension and 11 per cent for 
the social pension) while in rural areas the proportion is 27 per cent (9 per cent for the VSS 
pension and 18 per cent for the social pension).
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Figure 2.3 

Pension coverage among persons aged 65 and above, by region, Viet Nam (%)

Figure 2.4

Pension coverage by income ventiles, Viet Nam, 2016

Pension coverage also varies across the wealth distribution (figure 2.4). The wealthier the older 
person, the higher the overall coverage of pensions within the income ventile: only 20 per cent 
of the poorest 5 per cent of older persons have a pension compared to 69 per cent among the 
richest 5 per cent. Further, the wealthier the older person, the more likely they are to be 
receiving a VSS pension rather than a social pension.

2.2 Impacts of the current pension system
The impacts of the current old age pension system on the well-being of older persons is 
notable. Together, the VSS and social pension reduce the near-poverty rate among those aged 
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65 and above by 7.6 percentage points (from an estimated 23.7 per cent to 16.1 per cent in 
2016), which is equivalent to a relative reduction of nearly a third (32 per cent), as table 2.2 
shows.7 Among those aged 80 and above, the near-poverty rate is estimated to have been 
reduced by 7.4 percentage points because of the pension system (from 25.0 per cent to 17.6 
per cent), or nearly 30 per cent in relative terms. 
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7  The income-based poverty line set by MOLISA is VND700,000 per month in rural areas and VND900,000 in urban 
areas, and the near-poverty line is VND1 million and VND1.3 million in rural and urban areas, respectively.

2.2 Impacts of the current pension system
The impacts of the current old age pension system on the well-being of older persons is 
notable. Together, the VSS and social pension reduce the near-poverty rate among those aged 

When compared to a hypothetical situation in which no one receives any pension, the social 
pension alone has a negligible impact on the old age poverty – reducing it by 0.8 percentage 
points – and only noticeably affects those age 80 and above (figure 2.5). The main impacts are 
from the VSS pension, mainly from age 55, when women are able to retire. There are some 
small impacts on younger people, including children, resulting from pensioners living in their 
households.

Table 2.2 Impact of current pension system on persons living below MOLISA’s 
near-poverty line, Viet Nam

Basis for computing poverty rate

Income excluding pensions

Income excluding VSS and including social pensions

Income including pensions
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65 and above by 7.6 percentage points (from an estimated 23.7 per cent to 16.1 per cent in 
2016), which is equivalent to a relative reduction of nearly a third (32 per cent), as table 2.2 
shows.7 Among those aged 80 and above, the near-poverty rate is estimated to have been 
reduced by 7.4 percentage points because of the pension system (from 25.0 per cent to 17.6 
per cent), or nearly 30 per cent in relative terms. 
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Figure 2.6

Mean share of per capita income derived from pensions, age 65 and above, by income 
decile, Viet Nam (%)

Another way to examine the impact of pensions is to look at the mean share of per capita 
income derived from pensions. Only among the poorest 10 per cent of older people (age 
65 and above) are the social pensions more important than the VSS pension (figure 2.6). 

While the social pension covers a larger percentage of the population than the VSS pension, 
the VSS has a greater impact on old age poverty. Among those aged 65 and above, VSS 
pensions account for around 89 per cent of the reduction in poverty versus 11 per cent from 
the social pension. This discrepancy is largely due to the low value of the over-80 social 
pension, set at VND270,000 per month. This is only 5.6 per cent of the gross domestic 
product (GDP) per capita, making it one of the lowest value pensions across low and 
middle-income countries that offer high or universal coverage in their pension systems, as 
figure 2.7 demonstrates.
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Figure 2.7

Value of current and proposed social pension options as a percentage of GDP per 
capita in Viet Nam and other low and middle-income countries with universal or high 
coverage

Note: In Thailand, the percentage of GDP per capita reflects the lowest value of the social pension. The value of the 
pension increases as people age, reaching 4.9 per cent of GDP per capita among those aged 90 and above.
Sources: Various country case studies and various government resources in pension effectiveness database 
(Development Pathways, forthcoming).
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Note: This representation has been simplified to present the concept of tapering clearly. The ILO proposals include 
different levels of minimum pension that depend on years of contributions, which have not been represented here.
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To achieve the Government’s objective to ensure universal pension coverage for all citizens, it 
will be necessary to establish a strong social pension that can guarantee access for every 
citizen once they reach the age of eligibility. Two designs of social pension can ensure 
universal coverage and minimize disincentives for people to enter into the VSS:

• A universal social pension is offered to everyone who has reached the age of eligibility. A 
range of countries offer this type of pension, including New Zealand, Georgia and Bolivia.

• A pension-tested social pension is offered to everyone who has reached the age of 
eligibility and does not receive a social insurance or civil service pension. These pensions 
are also common and can be found, for example, in Sweden, Mongolia, Thailand and Nepal. 
An effective method to reduce disincentives to join the VSS is for the social pension to be 
tapered. This would mean that the higher the VSS pension, the more that the social pension 
is reduced in value. Tapering is not commonly used as it is more challenging technically to 
manage, but with a good management information system, it is feasible.

Both pension models are represented in figure 4.3. In each model, those with a VSS pension 
are guaranteed to receive a higher level of pension than those that are only who receive only 
the social pension.

3. Options for social pensions to 
achieve universal coverage

Figure 3.1

Sources of pension income: Universal versus pension-tested (with tapering) options, 
Viet Nam

Poorer Richer
Social pension

Poorer

Pe
ns

io
n 

in
co

m
e

Pe
ns

io
n 

in
co

m
e

Richer

Universal social pension option Pension-tested option with tapering

VSS
pension

Social pension

VSS
pension



8    VND700,000 per month is the equivalent of 14.4 per cent of GDP, which is around the value of a reasonable 
pension in international comparison (figure 2.7).
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If tapering were undertaken, a rate of withdrawal of the social pension would need to be 
agreed. The rate of withdrawal would need to be sufficient to ensure that working age people 
are not dissuaded from contributing into the VSS. Table 3.1 shows overall monthly pension 
income under a range of scenarios for the VSS pension income if the withdrawal ratio is set at 
1:5 and the value of the social pension is VND270,000 per month.

For the purposes of this paper, two social pension options are examined: 

• Option 1 reduces the age of eligibility for the social pension to 60 years for women and 62 
years for men, in line with the government’s plans to increase the retirement age.

• Option 2 reduces the age of eligibility to 67 years, which is the age that will be necessary to 
achieve by 2030 if the government is to reach its coverage target of 60 per cent of those of 
retirement age. 

Only one value of the social pension will be examined: VND350,000 per month, the equivalent 
of 7.2 per cent of GDP per capita. This is still a relatively low value pension compared to other 
low and middle income countries (figure 2.7). Further, it is only 32 per cent of the average 
weighted value of MOLISA’s near-poverty line. An alternative value for the social pension of 
VND700,000 per month has also been examined and its results can be found in Annex I.  

Table 3.1 Total pension income, assuming social pension withdrawal rate of 1:5 and 
monthly value of VND270,000, Viet Nam (VND)

VSS pension income Amount of social pension withdrawn

0

270 000

500 000

1 000 000

1 350 000

0

54 000

100 000

200 000

270 000

270 000

486 000

670 000

1 070 000

1 350 000

Total pension income
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This section sets out the results of the simulations of the impacts of the social pension options 
outlined in Section 3. 

4.1 Methodology
An ex ante simulation model was developed with microdata from VHLSS for 2016 to analyse 
the welfare effects of reforming the pension system. The measure of welfare used in the 
model is household income per capita. 

First, existing pension recipients were identified in the survey dataset. The VHLSS’s survey 
module on income included questions that make the identification of people receiving a VSS 
pension relatively straightforward. Identifying social pension recipients, however, required 
additional assumptions because information on social allowances was collected at the 
household level, not at the individual level. We attempted to replicate MOLISA’s eligibility 
criteria as closely as possible. People aged 60–79 were classified as social pension recipients 
if they fulfilled three conditions in the survey dataset: (a) they live in a household receiving 
social allowances; (b) all household members are above the retirement age; and (c) the 
household has been on the “poor list” at least once in the last five years. For people aged 80 
and above, it was assumed that they receive a social pension if: (a) they do not receive a 
contributory pension; and (b) their household receives income from social allowances.

Next, a pre-transfer income variable is created by deducting current social pension income 
from total household income. We cannot directly observe the transfer value of social pensions 
for individuals in the survey dataset and therefore assumed that the existing social pension 
has a monthly value of VND405,000 for recipients aged 60–79 and VND270,000 per month for 
recipients aged 80 and above. The welfare effects of the pension options outlined above are 
then estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. All transfer values set out by the options 
presented in Section 3 were deflated to 2016 prices using the annual average consumer price 
index for 2016 and 2017 from the General Statistics Office of Viet Nam (2019) and consumer 
price index estimates for 2018–21 by the International Monetary Fund (2018).

By comparing the pre-transfer and post-transfer income distribution under the different reform 
options, we estimated and analysed the following types of impacts:

• poverty reduction among recipients and the general population as measured by two of the 
Foster-Greer-Thorbecke (FGT) classes of poverty measures (headcount ratio and poverty 
gap) using different poverty lines;

4. Simulations of the impacts of the 
     social pension 

• inequality reduction as measured by the Gini coefficient;

• purchasing power increase in nominal household income among the total population as a 
result of social pensions among people aged 65 and above; and

• coverage of persons aged 65 and above by the social pension and the VSS pension, across 
pre-transfer income percentiles.

Results were disaggregated by: decile groups of household (pre-transfer) income; gender; 
urban and rural areas; and regions.

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

4.2 Impacts of the social pension on poverty
This section outlines the impacts of the social pension options on poverty, both across the 
entire population and among older persons only. Three distinct poverty lines are used to 
assess the impacts on poverty:

• the national poverty line;

• the national near-poverty line; and

• US$5.50 PPP per day, which is the equivalent of VND49,845 per day.

The three poverty lines are used because the national poverty and near-poverty lines are set at 
low values and produce low poverty rates and gaps: as a result, impacts appear to be relatively 
large. Therefore, the US$5.50 PPP per day poverty line is also used because this is set at a 
higher level and recognizes a higher proportion of the population as living in poverty.

4.2.1 Change in national poverty rate and gap

The current poverty rates and gaps for the three poverty lines are set out in table 4.1.
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This section sets out the results of the simulations of the impacts of the social pension options 
outlined in Section 3. 

4.1 Methodology
An ex ante simulation model was developed with microdata from VHLSS for 2016 to analyse 
the welfare effects of reforming the pension system. The measure of welfare used in the 
model is household income per capita. 

First, existing pension recipients were identified in the survey dataset. The VHLSS’s survey 
module on income included questions that make the identification of people receiving a VSS 
pension relatively straightforward. Identifying social pension recipients, however, required 
additional assumptions because information on social allowances was collected at the 
household level, not at the individual level. We attempted to replicate MOLISA’s eligibility 
criteria as closely as possible. People aged 60–79 were classified as social pension recipients 
if they fulfilled three conditions in the survey dataset: (a) they live in a household receiving 
social allowances; (b) all household members are above the retirement age; and (c) the 
household has been on the “poor list” at least once in the last five years. For people aged 80 
and above, it was assumed that they receive a social pension if: (a) they do not receive a 
contributory pension; and (b) their household receives income from social allowances.

Next, a pre-transfer income variable is created by deducting current social pension income 
from total household income. We cannot directly observe the transfer value of social pensions 
for individuals in the survey dataset and therefore assumed that the existing social pension 
has a monthly value of VND405,000 for recipients aged 60–79 and VND270,000 per month for 
recipients aged 80 and above. The welfare effects of the pension options outlined above are 
then estimated by adding the new transfer values to the pre-transfer household income of 
eligible people who are not receiving a VSS pension. All transfer values set out by the options 
presented in Section 3 were deflated to 2016 prices using the annual average consumer price 
index for 2016 and 2017 from the General Statistics Office of Viet Nam (2019) and consumer 
price index estimates for 2018–21 by the International Monetary Fund (2018).

By comparing the pre-transfer and post-transfer income distribution under the different reform 
options, we estimated and analysed the following types of impacts:

• poverty reduction among recipients and the general population as measured by two of the 
Foster-Greer-Thorbecke (FGT) classes of poverty measures (headcount ratio and poverty 
gap) using different poverty lines;

Table 4.1 National poverty rates and gaps, by poverty lines, Viet Nam

Poverty line Poverty rate (%)

National poverty line

National near-poverty line

US$5.50 PPP

6.6

14.5

26.9

1.63

4.27

9.58

Poverty gap (%)

• inequality reduction as measured by the Gini coefficient;

• purchasing power increase in nominal household income among the total population as a 
result of social pensions among people aged 65 and above; and

• coverage of persons aged 65 and above by the social pension and the VSS pension, across 
pre-transfer income percentiles.

Results were disaggregated by: decile groups of household (pre-transfer) income; gender; 
urban and rural areas; and regions.

It should be noted that the simulation model considers first-order effects on household income 
only and does not take into account potential second-order effects on, for example, individual 
behaviour or spillover effects to the local economy. Therefore, it is highly likely that the 
simulations underestimate the impacts of the schemes.

4.2 Impacts of the social pension on poverty
This section outlines the impacts of the social pension options on poverty, both across the 
entire population and among older persons only. Three distinct poverty lines are used to 
assess the impacts on poverty:

• the national poverty line;

• the national near-poverty line; and

• US$5.50 PPP per day, which is the equivalent of VND49,845 per day.

The three poverty lines are used because the national poverty and near-poverty lines are set at 
low values and produce low poverty rates and gaps: as a result, impacts appear to be relatively 
large. Therefore, the US$5.50 PPP per day poverty line is also used because this is set at a 
higher level and recognizes a higher proportion of the population as living in poverty.

4.2.1 Change in national poverty rate and gap

The current poverty rates and gaps for the three poverty lines are set out in table 4.1.
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Note: The pre- and post-poverty gaps can be found in Annex I.

Note: The pre- and post-poverty gaps can be found in Annex I.

Although the social pension is restricted to older persons, the changes in national poverty rates 
are relatively significant, as outlined in figure 4.1. Option 1 – which sets the age of eligibility at 
60 years for women and 62 years for men – has the highest impacts, due to its lower age of 
eligibility. For example, Option 1 would reduce the national near-poverty rate by 7.6 per cent 
compared to a reduction of 5.3 per cent for Option 2, which sets the age of eligibility at 67 
years. 

The percentage reduction in the national poverty gaps across the three poverty lines are 
slightly larger than the impacts on the poverty rates. Again, Option 1 generates the largest 
impacts, reducing the national near-poverty gap by 9.8 per cent compared to 6.2 per cent for 
Option 2, as shown in figure 4.2.

Figure 4.1

Impact on national poverty rates, Option 1 and 2, Viet Nam

Figure 4.2

Impact on national poverty gap, Option 1 and 2, Viet Nam 

0

0 5 10 15

2 4 6 8 10 12

US$5.5

Percentage reduction

Percentage reduction

Poverty line

US$5.5 PPP

Near-poverty line

Near-poverty line

Poverty line

Opiton 2

Opiton 1

Opiton 2

Opiton 1



22 POTENTIAL IMPACTS OF SOCIAL PENSIONS IN VIET NAM

Note: The pre- and post-poverty rates can be found in Annex I.

4.2.2 Changes in poverty rate and gap among recipients

The potential impacts of Option 1 and 2 would be much higher for social pension recipients 
than for the national population. The 2016 poverty rates and gaps among the social pension 
recipients are higher for Option 2 since this comprises a higher age category (age 67 and 
above) whereas Option 1 affects women aged 60 and above and men aged 62 and above 
(table 4.2).

The estimated impacts on the poverty rates among recipients are significant and would make 
a meaningful difference to the lives of recipients as well as their households. For example, 
Option 1 would reduce the near-poverty rate among recipients by 35.5 per cent and Option 2 
would reduce it by 34.9 per cent (figure 4.3).

Impacts on the poverty gap among people aged 65 and above are similarly high: Option 1 
would reduce the near-poverty gap among recipients by 42.6 per cent while Option 2 would 
have a similar impact at 42.1 per cent (figure 4.4).

0 20

Percentage reduction

10 4030 6050

US$5.5 PPP

Near-poverty line

Poverty line

Opiton 2

Opiton 1

Figure 4.3

Impacts on poverty rates among recipients, Options 1 and 2, Viet Nam

Table 4.2 Poverty rates and gaps for recipients by poverty line, Option 1 and 2, Viet 
Nam 

Poverty line Poverty rate

National poverty line

National near-poverty line

US$5.50 PPP

7.6

20.2

38.0

0.66

2.75

8.33

7.0

18.2

34.3

0.73

3.08

9.58

Poverty gap

Option 1 Option 1Option 2 Option 2
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Note: The pre- and post-poverty gaps can be found in Annex I.

Figure 4.5 compares how Option 1 and 2 would reduce the poverty rate and gap across 
different age groups. Most of the impact is among older persons although the social pensions 
would also reduce poverty among younger people, because 27 per cent of children and 25 per 
cent of working age people (18–59 years) live with older persons. The main difference 
between the two options is among those aged 60–70: more persons would receive a pension 
under Option 1 than Option 2, due to the lower age of eligibility.

Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population, as 
described in Section 1, and thus access to social pensions would also impact ethnic 
minorities. Option 1 would reduce the near-poverty rate among ethnic minority people of 
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Figure 4.4

Impacts on poverty gap among recipients, Options 1 and 2, Viet Nam

Figure 4.5

Impacts on the near-poverty rate and gap, by age, Option 1 and 2, Viet Nam
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eligible age from 48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per 
cent.9

4.2.3  Increase in purchasing power among households with a member aged 65 
and above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month, as Section 1 
indicated. Therefore, it is important to also examine the extent to which the social pensions 
would improve the standards of living of older people across the wealth distribution. Indeed, 
across all people aged 65 and above, Option 1 would increase average incomes by 10.8 per 
cent while Option 2 would deliver an increase of 9.6 per cent. The increases in incomes are 
slightly higher among women than men: for example, Option 2 would increase the incomes of 
older women by 9.6 per cent and those of older men by 8.3 per cent. However, the average 
increase in rural areas is almost twice the increase in urban areas (figure 4.6), because 
incomes in rural areas are lower than in urban areas. 
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Viet Nam’s ethnic minorities are more likely to live in poverty than the majority population, as 
described in Section 1, and thus access to social pensions would also impact ethnic 
minorities. Option 1 would reduce the near-poverty rate among ethnic minority people of 9       Annex II has a more complete set of impacts on ethnic minorities.
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Figure 4.6

Average increase in incomes, age 65 and above, Options 1 and 2, Viet Nam

eligible age from 48.1 per cent to 39.4 per cent, while Option 2 would reduce it to 38.4 per 
cent.9

4.2.3  Increase in purchasing power among households with a member aged 65 
and above

While examining the impacts of pensions on poverty is important, it focuses attention on a 
relatively small proportion of the population. Yet almost 70 per cent of older persons are living 
in households with per capita incomes below VND100,000 per person per month, as Section 1 
indicated. Therefore, it is important to also examine the extent to which the social pensions 
would improve the standards of living of older people across the wealth distribution. Indeed, 
across all people aged 65 and above, Option 1 would increase average incomes by 10.8 per 
cent while Option 2 would deliver an increase of 9.6 per cent. The increases in incomes are 
slightly higher among women than men: for example, Option 2 would increase the incomes of 
older women by 9.6 per cent and those of older men by 8.3 per cent. However, the average 
increase in rural areas is almost twice the increase in urban areas (figure 4.6), because 
incomes in rural areas are lower than in urban areas. 

Figure 4.7 compares the average increase in income for persons aged 65 and above – and 
their household members – within each ventile of the population, from the poorest to the 
richest older people, for Options 1 and 2. Both options are pro-poor: the highest relative 
increases in income are among the poorest older people, reaching a 37 per cent increase in per 
capita incomes among the poorest 5 per cent of the population. Among those in the middle of 
the income distribution, the increases in purchasing power are around 5 per cent, which can 
still make a meaningful difference to the well-being of older people and their households. Of 
course, a higher value pension would have a greater impact on well-being. For example, if older 
people were given VND700,000 per month, Option 1 would increase the incomes of the 

poorest 5 per cent of older people by 37 per cent while those in the middle of the income 
distribution would experience a 6 per cent increase in purchasing power.10
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10         More complete results for the VND700,000 options can be found in Annex I.
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Figure 4.7

Increase in income, age 65 and above, by income ventile, Option 1 and 2, Viet Nam (%)

Figure 4.8

Impact on the national Gini coefficient, Options 1 and 2, Viet NamFigure 4.7 compares the average increase in income for persons aged 65 and above – and 
their household members – within each ventile of the population, from the poorest to the 
richest older people, for Options 1 and 2. Both options are pro-poor: the highest relative 
increases in income are among the poorest older people, reaching a 37 per cent increase in per 
capita incomes among the poorest 5 per cent of the population. Among those in the middle of 
the income distribution, the increases in purchasing power are around 5 per cent, which can 
still make a meaningful difference to the well-being of older people and their households. Of 
course, a higher value pension would have a greater impact on well-being. For example, if older 
people were given VND700,000 per month, Option 1 would increase the incomes of the 

poorest 5 per cent of older people by 37 per cent while those in the middle of the income 
distribution would experience a 6 per cent increase in purchasing power.10

4.2.4 Change in national inequality

Since the social pensions would be restricted to only a relatively small proportion of the 
population, it should not be expected that the impacts on national inequality would be 
particularly large. In fact, Option 1 would reduce the national Gini coefficient by 1.5 per cent and 
Option 2 by 1 per cent. A higher transfer value could significantly affect the inequality of the 
social pensions: for example, if Option 1 were paid at VND700,000 per month, the national Gini 
coefficient would fall by 2.8 per cent.
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11         The results for Option 2 are similar and can be found in Annex IV.

Figure 4.9

Impact of the pension system on the poverty rate, by age, Viet Nam (%) 

4.3 Impacts of the pension system on poverty and well-being
The social pension is only one of two tiers within the national pension system. The simulations 
so far have only examined the impacts of the social pension options and have not included the 
impacts from the social insurance contributory pensions. Yet among those aged 65 and 
above, an estimated 18 per cent would receive a social insurance pension. This section, 
therefore, examines the impacts of the broader pension system on people aged 65 and above, 
comparing Options 1 and 2. The impacts are measured against a situation in which no older 
people would receive a pension.

As table 4.3 shows, the pension system would reduce the poverty rate among people aged 65 
and above from 23.7 per cent – under a hypothetical situation of no pensions – to 10.9 per 
cent under Option 1 and to 11.5 per cent under Option 2. 

Figure 4.9 examines the impacts of the pension system on the poverty rate across different 
ages, as well as the relative contribution of the social insurance and social pensions, using 
Option 1 only.11 The social pension would make a meaningful additional difference to poverty 
rates among older people.

Table 4.3 Impact on the poverty rate among ethnic minority groups and the general 
population, age 65 and above, Option 1 and 2, Viet Nam (%)
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Figure 4.10

Impact on the poverty rate among ethnic minority persons, age 65 and above, Option 1 
and 2, Viet Nam

Among ethnic minorities, the absolute reduction in the poverty rate is lower, since the initial 
starting point in the poverty rate is higher. Both options would have a similar impact, reducing 
the poverty rate among ethnic minority older people from almost 50 per cent to around 35 per 
cent (figure 4.10). 

The impacts on purchasing power across the income distribution by the pension system as a 
whole are significant, as indicated by figure 4.11, which examines Option 1 (the impacts of 
Option 2 can be found in Annex V). Due to the higher value of the VSS pension, however, it will 
continue to have the largest relative impact, although few older people among the poorest 
quintile will access it.
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Impact on household per capita income among persons aged 65 and above, Option 1, 
Viet Nam (%)



28 POTENTIAL IMPACTS OF SOCIAL PENSIONS IN VIET NAM

Social and VSS coverage of persons aged 65 and above, by pre-transfer income 
deciles, Option 1, Viet Nam (%)

12     The results for Option 2 can be found in Annex VI.

4.3.1  Social and VSS pension coverage of persons aged 65 and above

Figure 4.12 shows which type of pension that persons aged 65 and above are likely to receive, 
according to pre-transfer income deciles for Option 1.12 As expected, the higher the overall 
income of the older person, the more likely they will be to receive the VSS pension. 
Nonetheless, even among those in the poorest decile of the population, coverage of the VSS 
pension will be relatively high at 23 per cent, while 58 per cent of those in the richest decile of 
the population will also receive a social pension.

Figure 4.12

100

80

60

40

20

0
Top9th8th7th6th5th4th3rd2ndBottom

Decile groups of house holds
(ranked based on pre-transfer income)

77

23

86

14

87

13

90

10

87

13

78

22

84

16

82

18

79

21

58

42

social pension

VSS pension

Development Pathways. Forthcoming. Database on pension effectiveness (Orpington).

General Statistics Office of Viet Nam. 2019. Consumer price index (Ha Noi).

Government of the Kingdom of Lesotho. No date. National social protection strategy 
2014/1–2018/19. 

HelpAge International. 2018. Social pensions database (London).

International Labour Organization (ILO). 2017. World Social Protection Report 2017–19: 
Universal social protection to achieve the sustainable development goals (Geneva, 
International Labour Office).

ILO; United Nations Population Fund (UNFPA). 2014. Assessing the impact of contributory and 
social pensions in Viet Nam, Social Protection Working Paper Series (Ha Noi).

International Monetary Fund (IMF). 2018. World economic outlook database, October 2018 
(Washington, DC).

Kidd, S.; Damerau, V. 2016. “The political economy of social protection for informal economy 
workers in Asia”, in S. W. Handayani (ed.): Social protection for informal workers in Asia 
(Mandaluyong City, Asian Development Bank), pp. 120–171.

Kidd, S.; Greenslade, M.; Woodall, J.; Barrantes, A.; Kabare, K. Forthcoming. Kenya social 
protection sector review. Study commissioned by the Government of the Republic of 
Kenya, UNICEF Kenya and WFP Kenya (Nairobi, Government of the Republic of Kenya, 
UNICEF Kenya and WFP Kenya).  

Kidd, S.; Tran, A. 2017. Social pensions and their contribution to economic growth (Kampala, 
Expanding Social Protection Programme, Ministry of Gender, Labour and Social 
Development, The Republic of Uganda).

Palacios, R.; Sluchynsky, O. 2006. Social pensions part I: Their role in the overall pension system, 
Social Protection Discussion Paper No. 0601 (Washington, DC, World Bank). 

Socialist Republic of Viet Nam. 2018. Resolution no. 28-NQ/TW dated 23 May 2018 of the 
Seventh Plenum of the XII Central Committee on Social Insurance Policy Reform. 

South Africa Social Security Agency (SASSA). 2017. SASSA Annual Report 2016/17 (Pretoria). 

United Nations. 2015. Universal declaration of human rights (Geneva).

United Nations Economic Commission for Latin America and the Caribbean (ECLAC). No date. 
Non-contributory social protection programmes database: Latin America and the 
Caribbean (Santiago, United Nations Economic Commission for Latin America and the 
Caribbean, Social Development Division).



29POTENTIAL IMPACTS OF SOCIAL PENSIONS IN VIET NAM

0.5

04

0.3

0.2

0.1

0

VND 700k VND 350k

20
21

20
22

20
23

20
24

20
25

20
26

20
27

20
28

20
29

20
30

20
31

20
32

20
33

20
34

20
35

20
36

20
37

20
38

20
39

20
40

20
41

20
41

20
42

20
42

20
43

20
44

20
45

20
46

20
47

20
48

20
49

20
50

While an expansion of the social pension is urgently required, the Government plans to 
introduce reforms to the pension system gradually. Therefore, both pension options assume 
that they will be gradually introduced and would reach their full coverage only by 2030. Each 
year, the age of eligibility would be reduced so that, by 2030, Option 1 would provide the social 
pension to all women aged 60 and above and men aged 62 and above who are without a social 
insurance pension. Similarly, Option 2 would reach an age of eligibility of 67 years by 2030. 

Figure 5.1 shows the likely level of investment required for the social pension options between 
2021 and 2050, assuming that the values of the transfers are indexed to inflation so that they 
maintain their purchasing power. The cost of both options would increase gradually as the age 
of eligibility decreases, reaching a maximum cost as a percentage of GDP in 2030, with Option 
1 at 0.55 per cent of GDP and Option 2 at 0.3 per cent of GDP. From 2030 onwards, the cost of 
the transfers would fall, despite an ageing population, indicating that the government does not 
need to worry about a potential pension time bomb. This is because the rate of GDP growth 
would be greater than the increase in the growth of the older population and a growing 
proportion of older people would be receiving a social insurance pension. The government 
could, of course, decide to increase the value of the pensions by more than inflation and 
maintain its investment in the social pensions at the level of 2030. If the transfers were paid at 
VND700,000 rather than VND350,000 per month, the level of investment required would double.

5. Level of investment required for the 
     social pension options
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Figure 5.1

Investment for social pension options, as a percentage of GDP, Viet Nam, 2021–50

0.23

0.33

0.28

0.44

0.30

0.11

0.55

United Nations. 2015. Universal declaration of human rights (Geneva).

United Nations Economic Commission for Latin America and the Caribbean (ECLAC). No date. 
Non-contributory social protection programmes database: Latin America and the 
Caribbean (Santiago, United Nations Economic Commission for Latin America and the 
Caribbean, Social Development Division).



30 POTENTIAL IMPACTS OF SOCIAL PENSIONS IN VIET NAM

Note: The costs of the pensions in other low and middle-income countries are the most recent figures available for 
all countries known to provide social pensions with coverage of at least 70 per cent of older persons aged 65 and 
above. However, data is not available for Kyrgyzstan, St. Vincent and the Grenadines and Tajikistan.  

Sources: United Nations Economic Commission for Latin America and the Caribbean, n.d.;  HelpAge, 2018; Kidd and 
Damerau, 2016; Kidd et al., 2019; Kidd et al., forthcoming; Government of the Kingdom of Lesotho, n.d.; South Africa 
Social Security Agency, 2017.

Costs of inclusive social pensions in low- and middle-income countries compared to 
Options 1 and 2, 2030
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Compared to other low and middle-income countries with high coverage social pensions, the 
costs in 2030 would be relatively low. Figure 5.2 compares the costs of Options 1 and 2 with 
social pensions that offer coverage to at least 70 per cent of people over 65 years of age 
across the world: both options are near the bottom end of costs. Indeed, the level of 
investment required would be very low compared to Nepal – which is one of the poorest 
countries in Asia yet provides a pension to everyone aged 65 and above at a cost of 1.3 per 
cent of GDP – and a range of countries in Africa with younger populations.
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Despite strong economic growth in recent years, Viet Nam is, as yet, unable to offer all of its 
citizens a guaranteed pension in old age. The pension gap is large: around 66 per cent of 
people aged 65 and over lack a pension. Even among those aged 80 and above, around 40 per 
cent still lack a pension, despite – in theory – the state offering a social pension to all those in 
this age group who do not receive a social insurance pension from VSS.

Without access to a pension, many older people in Viet Nam are struggling. As people age and 
become increasingly frail and disabled, they are no longer able to work and increasingly 
depend on others for financial support. This is a burden on many families with children who 
have to forgo resources to care for their older relatives. It is also a challenge for older people 
who increasingly lose their autonomy and their ability to contribute to their families and 
communities. Increasingly, older people may become excluded from society if they are 
regarded as a financial burden.

Old age for the citizens of Viet Nam is, therefore, a time of insecurity and uncertainty. But it 
does not have to be this way. At a relatively low cost, Viet Nam could guarantee a minimum 
level of income security for all older people. By 2030, all women aged 60 and above and all men 
aged 62 and above could receive a pension – either a social pension financed from general 
government revenues or a social insurance contributory pension. The level of investment 
required for the pension would be small and would be further reduced if the age of eligibility 
were restricted to those aged 67 and above.

The impacts of offering universal pension coverage could be transformative for the citizens of 
Viet Nam. Under both social pension options discussed in this paper, old age poverty would fall 
considerably. Under Option 1, the old age near-poverty rate among recipients would fall from 
18.2 to 11.7 per cent while older persons would receive, on average, an increase in their 
purchasing power of almost 11 per cent (and significantly more among the poorest older 
people). Of course, a higher transfer value would deliver even larger impacts, but even at the 
relatively low value of VND350,000 per month, all of Viet Nam’s citizens would be able to 
benefit from a more decent life in their later years. Introducing universal pension coverage 
would be a popular move and, as Kidd and Tran (2017) have explained, would not only support 
older people but would promote economic growth in a range of ways. A cost of 0.55 per cent 
of GDP is a price worth paying.

6.  Conclusion
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Annex II. Simulated impacts of social 
pension options on ethnic minorities

Simulated impact if implemented in 2016

48.1

39.4

-18.0

15.8

11.7

-26.4

7.2

4.7

-34.6

48.2

38.4

-20.4

15.6

11.8

-24.3

7.1

4.9

-31.5

51.5

50.0

-2.8

17.5

16.6

-5.2

8.0

7.5

-7.2

51.5

50.4

-2.0

17.5

17.0

-2.9

8.0

7.7

-4.0

 0.412

0.407

-1.3

0.412

0.409

-0.8

MOLISA poverty line
 Option 1:
VND350k 

 Option 2:
VND350k 

Development Pathways. Forthcoming. Database on pension effectiveness (Orpington).

General Statistics Office of Viet Nam. 2019. Consumer price index (Ha Noi).

Government of the Kingdom of Lesotho. No date. National social protection strategy 
2014/1–2018/19. 

HelpAge International. 2018. Social pensions database (London).

International Labour Organization (ILO). 2017. World Social Protection Report 2017–19: 
Universal social protection to achieve the sustainable development goals (Geneva, 
International Labour Office).

ILO; United Nations Population Fund (UNFPA). 2014. Assessing the impact of contributory and 
social pensions in Viet Nam, Social Protection Working Paper Series (Ha Noi).

International Monetary Fund (IMF). 2018. World economic outlook database, October 2018 
(Washington, DC).

Kidd, S.; Damerau, V. 2016. “The political economy of social protection for informal economy 
workers in Asia”, in S. W. Handayani (ed.): Social protection for informal workers in Asia 
(Mandaluyong City, Asian Development Bank), pp. 120–171.

Kidd, S.; Greenslade, M.; Woodall, J.; Barrantes, A.; Kabare, K. Forthcoming. Kenya social 
protection sector review. Study commissioned by the Government of the Republic of 
Kenya, UNICEF Kenya and WFP Kenya (Nairobi, Government of the Republic of Kenya, 
UNICEF Kenya and WFP Kenya).  

Kidd, S.; Tran, A. 2017. Social pensions and their contribution to economic growth (Kampala, 
Expanding Social Protection Programme, Ministry of Gender, Labour and Social 
Development, The Republic of Uganda).

Palacios, R.; Sluchynsky, O. 2006. Social pensions part I: Their role in the overall pension system, 
Social Protection Discussion Paper No. 0601 (Washington, DC, World Bank). 

Socialist Republic of Viet Nam. 2018. Resolution no. 28-NQ/TW dated 23 May 2018 of the 
Seventh Plenum of the XII Central Committee on Social Insurance Policy Reform. 

South Africa Social Security Agency (SASSA). 2017. SASSA Annual Report 2016/17 (Pretoria). 

United Nations. 2015. Universal declaration of human rights (Geneva).

United Nations Economic Commission for Latin America and the Caribbean (ECLAC). No date. 
Non-contributory social protection programmes database: Latin America and the 
Caribbean (Santiago, United Nations Economic Commission for Latin America and the 
Caribbean, Social Development Division).

Impact on poverty among recipients

Poverty headcount ratio

     Pre-transfer poverty rate 

     Post-transfer poverty rate

     % change

Poverty gap index

     Pre-transfer poverty gap 

     Post-transfer poverty gap 

     % change

Poverty severity index

     Pre-transfer poverty severity

     Post-transfer poverty severity

     % change

Impact on poverty among ethnic minorities 
(recipients and non-recipients) 

Poverty headcount ratio

     Pre-transfer poverty rate

     Post-transfer poverty rate

     % change

Poverty gap index

     Pre-transfer poverty gap

     Post-transfer poverty gap

     % change

Poverty severity index

     Pre-transfer poverty severity 

     Post-transfer poverty severity

     % change

Impact on inequality among ethnic minorities

     Pre-transfer Gini coefficient

     Post-transfer Gini coefficient

     % change



37POTENTIAL IMPACTS OF SOCIAL PENSIONS IN VIET NAM

Development Pathways. Forthcoming. Database on pension effectiveness (Orpington).

General Statistics Office of Viet Nam. 2019. Consumer price index (Ha Noi).

Government of the Kingdom of Lesotho. No date. National social protection strategy 
2014/1–2018/19. 

HelpAge International. 2018. Social pensions database (London).

International Labour Organization (ILO). 2017. World Social Protection Report 2017–19: 
Universal social protection to achieve the sustainable development goals (Geneva, 
International Labour Office).

ILO; United Nations Population Fund (UNFPA). 2014. Assessing the impact of contributory and 
social pensions in Viet Nam, Social Protection Working Paper Series (Ha Noi).

International Monetary Fund (IMF). 2018. World economic outlook database, October 2018 
(Washington, DC).

Kidd, S.; Damerau, V. 2016. “The political economy of social protection for informal economy 
workers in Asia”, in S. W. Handayani (ed.): Social protection for informal workers in Asia 
(Mandaluyong City, Asian Development Bank), pp. 120–171.

Kidd, S.; Greenslade, M.; Woodall, J.; Barrantes, A.; Kabare, K. Forthcoming. Kenya social 
protection sector review. Study commissioned by the Government of the Republic of 
Kenya, UNICEF Kenya and WFP Kenya (Nairobi, Government of the Republic of Kenya, 
UNICEF Kenya and WFP Kenya).  

Kidd, S.; Tran, A. 2017. Social pensions and their contribution to economic growth (Kampala, 
Expanding Social Protection Programme, Ministry of Gender, Labour and Social 
Development, The Republic of Uganda).

Palacios, R.; Sluchynsky, O. 2006. Social pensions part I: Their role in the overall pension system, 
Social Protection Discussion Paper No. 0601 (Washington, DC, World Bank). 

Socialist Republic of Viet Nam. 2018. Resolution no. 28-NQ/TW dated 23 May 2018 of the 
Seventh Plenum of the XII Central Committee on Social Insurance Policy Reform. 

South Africa Social Security Agency (SASSA). 2017. SASSA Annual Report 2016/17 (Pretoria). 

United Nations. 2015. Universal declaration of human rights (Geneva).

United Nations Economic Commission for Latin America and the Caribbean (ECLAC). No date. 
Non-contributory social protection programmes database: Latin America and the 
Caribbean (Santiago, United Nations Economic Commission for Latin America and the 
Caribbean, Social Development Division).

Annex III. Simulated impacts of the pension system on poverty and 
well-being
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Relative increase in purchasing power by pre-transfer income decile
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Annex IV. Simulated impacts of the pension system on poverty, 
by age, Option 2 (%)
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Annex V. Simulated impacts of the pension system on 
purchasing power

Population 
characteristics

Option 1
VND350k

Option 1
VND700k

Option 2 
VND350k

Option 2
VND700k

Gender

Male

Female

Total

Place of residence 

Rural

Urban

Total

Ethnicity 

Ethnic minority

Ethnic majority

Total

Quintile groups based on per capita income 

Bottom

2nd

3rd

4th

Top

Total

Quintile groups based on per capita income excluding pensions 

Bottom

2nd

3rd

4th

Top

Total

Decile groups based on per capita income 

Bottom

2nd

3rd

4th

5th

6th

7th

8th

10.6
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10.8

13.4

5.8

10.8

13.1

10.6
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26.5

10.8

5.6

3.4

1.3

10.8

26.5
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1.3

10.8

35.1

18.1

12.4
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6.5

4.6

3.9

2.8

21.2
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21.7

26.8

11.6

21.7

26.2

21.2

21.7

52.9

21.6

11.2

6.8

2.7

21.7

53.0

21.1

11.0

6.7

2.7

21.7

70.1

36.2

24.9

18.2
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9.3
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5.7

8.3

9.6

9.1
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4.9

9.1

11.3

8.9
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23.0
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4.4

2.6

1.1
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4.3

2.6
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31.2
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9.8

7.6

5

3.7

3

2.2

16.5

19.2

18.2

22.4

9.7

18.2

22.6

17.7

18.2

46.0

17.4

8.7

5.2

2.1

18.2
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17.0

8.5

5.1

2.1

18.2

62.5

30

19.5

15.2

10
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6
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Population 
characteristics

Option 1
VND350k

Option 1
VND700k

Option 2 
VND350k

Option 2
VND700k

9th

Top

Total

Decile groups based on per capita income excluding pensions 

Bottom

2nd

3rd

4th

5th

6th

7th

8th

9th

Top

Total

Ventile groups based on per capita income

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

Total

1.9

0.7

10.8

36.1

16.6

12.3

8.7

6.4

4.5

3.9

2.9

1.9

0.7

10.8

37.4

33.5

21.9

15.1

13.4

11.1

9.6

8.6

6.7

6.3

4.9

4.4

4.3

3.4

2.8

2.9

2

1.8

0.9

0.6

10.8

3.7

1.4

21.7

72.1

33.2

24.5

17.4

12.8

9

7.7

5.7

3.7

1.4

21.7

74.9

67

43.8

30.2

26.9

22.2

19.1

17.3

13.3

12.6

9.7

8.8

8.7

6.8

5.6

5.8

3.9

3.6

1.8

1.1

21.7

1.5

0.5

9.1

32.2

13.4

9.7

7.2

5

3.5

3

2.2

1.5

0.5

9.1

34

29.4

18.1

12.5

10.4

8.9

7.5

7.7

5.2

4.8

4.1

3.3

3.4

2.6

2.1

2.2

1.6

1.4

0.7

0.4

9.1

3

1

18.2

64.4

26.9

19.5

14.4

9.9

7.1

5.9

4.3

3

1

18.2

68

58.9

36.2

25.1

20.9

17.7

15

15.4

10.4

9.6

8.1

6.7

6.8

5.2

4.3

4.4

3.3

2.8

1.3

0.7

18.2
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Population 
characteristics

Option 1
VND350k

Option 1
VND700k

Option 2 
VND350k

Option 2
VND700k

Ventile groups based on per capita income excluding pensions

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

Total

44.1

28.6

19.8

14.1

13

11.3

9.2

8.2

6.5

6.3

4.5

4.5

4.3

3.3

2.8

2.9

1.9

1.8

0.9

0.6

10.8

88.2

57.2

39.6

28.2

26

22.6

18.3

16.4

13

12.6

9

8.9

8.7

6.6

5.7

5.8

3.8

3.6

1.7

1.1

21.7

40.2

24.8

16.2

11.3

10.4

9

7.1

7.3

5

5

3.7

3.4

3.4

2.4

2.2

2.1

1.6

1.4

0.6

0.4

9.1

80.4

49.6

32.4

22.6

20.7

17.9

14.2

14.6

9.9

10

7.3

6.8

6.8

4.9

4.5

4.2

3.2

2.8

1.3

0.7

18.2
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Annex VI. Simulated coverage of persons aged 65 and above by the 
pension system, Option 2

100

80

60

40

20

0

Bottom 2nd 3rd 4th 5th 6th 7th 8th 9th Top

23
14 13 10 13

22 16 18 21

42

73
74 72 76 74

67 67 69 69

45

Without pension

Social pension

VSS pension





Acknowledgements

Executive summary

Abbreviations

Introduction

1 Context: The situation of older people

2 The current pension system

2.1  Coverage of the current pension system

2.2  Impacts of the current pension system

3 Options for social pensions to achieve universal coverage

4 Simulations of the impacts of the social pension

4.1  Methodology

4.2  Impacts of the social pension on poverty

 4.2.1  Change in national poverty rate and gap

 4.2.2  Changes in poverty rate and gap among recipients

 4.2.3  Increase in purchasing power among households with a member aged 65 
        and above

 4.2.4  Change in national inequality

4.3  Impacts of the pension system on poverty and well-being

 4.3.1  Social and VSS pension coverage of persons aged 65 and above

5 Level of investment required for the social pension options

6 Conclusion

Bibliography

48 - 50 Nguyen Thai Hoc, Ha Noi

       +84 24 3 734 0902

       hanoi@ilo.org

       www.ilo.org/hanoi

       Vietnam.ILO

With the financial supports from Irish Aid and the Government of Japan


