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The Increasing Complexity of Social
Insurance Compliance in Vietham in 2026

Social insurance compliance is far more than a straightforward legal obligation. For many
businesses, it represents a continuous balancing act between regulatory compliance,
employment cost management, employee expectations, operational practicality, and
increasing scrutiny from the authorities.

Although the legal framework may appear relatively clear on paper, the actual implementation
in day-to-day business operations is often significantly more complex. Employers must
navigate not only statutory requirements, but also practical challenges arising from evolving
regulations, differing practical approaches in implementation, commercial pressures within the
labor market, and the need to maintain competitive compensation structures.

In many cases, businesses are required to make difficult decisions between adopting a

strictly compliant approach and responding to market realities, particularly where employees
prioritize higher net income over long-term insurance benefits or where industry competition
places pressure on payroll costs.

At the same time, the risk landscape surrounding insurance compliance has become
increasingly sensitive. Matters that may once have been treated as routine administrative
issues can now trigger broader inspections involving payroll records, labour contracts, tax
declarations, HR documentation, and benefit claims.

As a result, social insurance compliance should no longer be viewed merely as a payroll
function. It has become an important component of overall corporate governance, workforce

management, and regulatory risk control for businesses operating in Vietnam.

In this article, Alitium draws on our practical consulting experience to share several key
observations and common challenges relating to insurance compliance in Vietnam.
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Key Challenges and Risks

Social Insurance Compliance in Vietnam

The table below outlines the key challenges and their implications at a glance.

The Significant Cost of Full Compliance

Employee Expectations Around “Net
Income”

Increasing Exposure During Insurance
Inspections

Compliance Is Not Only About
Registration

Uncertainty in Practical Application of
Insurance Rules

Full insurance compliance increases overall
employment costs, including SI, HI, Ul, and trade
union contributions. Businesses seek to optimize
payroll structures through allowances or incentives
to manage costs.

Many employees prioritize higher take-home pay
over long-term insurance benefits and may prefer
lower contribution bases.

Authorities increasingly review retroactive
registrations, incorrect deregistration, sudden
salary base reductions, maternity claims, and
inconsistencies between payroll and insurance
records.

Insurance compliance requires consistency across
labor contracts, payroll, PIT filings, HR policies, and
supporting records.

Practical handling of insurance matters may vary
depending on the authority, locality, or reviewing
officer.

The Significant Cost of Full Compliance
Many employers may treat fully complying with mandatory insurance obligations as a substantial employment cost burden.
Beyond gross salary, companies must account for social insurance, health insurance, unemployment insurance, trade union
contributions, and other related obligations. In labor-intensive industries or businesses with large headcounts, the cumulative
impact can be considerable and directly affect competitiveness and profitability.

Payroll structures with low insurance base
salary bases may attract closer scrutiny during
inspections or audits.

Employers may face difficulties balancing
compliance obligations with recruitment
competitiveness and employee expectations.

Minor administrative issues may expand into
broader labor, tax, and insurance reviews with
extensive documentation requests.

Inconsistencies between records may increase
regulatory scrutiny, particularly with growing
data synchronization among authorities.

Previously accepted treatments may later be
challenged during inspections or claim reviews,
creating operational uncertainty.

As a result, some businesses may feel pressure to optimize insurance structures, particularly in highly competitive markets where
labor cost efficiency becomes a critical factor. In practice, some employers look to manage the insurance contribution base

through various payroll arrangements, such as structuring compensation with multiple allowances, incentives, or supplementary
payments, while still maintaining compliance with statutory contribution rates.

This remains one of the common payroll pitfalls in Vietnam and an area that may attract closer attention during inspections or
reviews. We have previously discussed this topic in our earlier articles (Articles), including its practical implications and potential

compliance risks for employers.

Employee Expectations Around “Net Income”
Another practical challenge comes from employees themselves. Many employees prioritize higher take-home pay over long-
term insurance benefits and may request lower insurance contribution bases or even prefer not to participate fully in mandatory
schemes. In some cases, where such expectations are not accommodated, employers may face difficulties in recruitment or
retention, as candidates may choose to decline job offers in favor of opportunities offering higher net income.

This creates a difficult position for employers: balancing legal compliance requirements against recruitment realities and employee
expectations in a market where “net salary” remains a key negotiation point. In some cases, companies that fully comply may even
appear less commercially attractive compared to competitors applying more aggressive payroll structures.

Increasing Exposure During Insurance Inspections
Insurance compliance risks often become most visible during inspections or benefit claims.

Authorities are paying increasing attention to situations such as:
* Retroactive or delayed insurance registration;

* Incorrect employee deregistration;

+ Sudden or significant reductions in insurance salary bases;
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Social Insurance Compliance in Vietnam

+  Maternity claims after only a short contribution period;
+  Cases where payroll records and insurance declarations are inconsistent.

Once flagged, businesses may face extensive document requests and detailed reviews covering labor contracts, payroll records,
attendance tracking, tax filings, internal policies, and other supporting HR documentation. What initially appears to be a small
compliance issue can quickly expand into a broader labor, tax, and insurance review.

Compliance Is Not Only About Registration

Many businesses assume compliance simply means “making contributions on time." In reality, insurance compliance requires
consistency across multiple areas:

* Labour contracts;

+  Payroll structure;

«  Personal income tax declarations;

* Internal HR policies;

+ Employee benefit practices;

+  Supporting operational documentation.

Any inconsistency between these elements may increase scrutiny during inspections.

Insurance compliance is no longer a purely administrative matter. It has become an increasingly important component of overall
risk management and corporate governance, especially as authorities increasingly synchronize data and coordinate more closely
across agencies.

The challenge for businesses is not only understanding the regulations, but also finding a practical and sustainable approach that
balances compliance, workforce expectations, and commercial realities.

Uncertainty in Practical Application of Insurance Rules

One of the more challenging aspects for employers is that insurance compliance is not always applied consistently in practice.
Certain issues, such as determining the correct starting month for insurance contributions, treatment of probationary
arrangements, salary components subject to insurance, or retrospective adjustments, may receive different interpretations
depending on the insurance authority or even the individual officer handling the case.

In practice, businesses often encounter:

» Inconsistent guidance between different insurance officers;

+ Different interpretations across districts or provinces;

+ Case-by-case handling approaches without clear written standards;

+  Practical reliance on the reviewing officer’s viewpoint during filings or inspections.

This uncertainty creates operational difficulties for HR and payroll teams, particularly when businesses attempt to maintain a fully
compliant and consistent approach across multiple employees or locations. It also increases the risk that a treatment previously
accepted may later be challenged during an inspection or claim review.

How Full Compliance Can Protect Employers

While full insurance compliance may appear to increase short-term employment costs, it can provide significant long-term benefits and
protection for employers.

Reducing Regulatory and Financial Risks

A fully compliant insurance structure helps minimise exposure to penalties, retrospective collections, late payment interest, and
complications arising from labour or insurance inspections. It also reduces the risk of disputes relating to employee benefits, social
insurance entitlements, and payroll practices.

Stronger Position During Inspections and Claims Reviews

Businesses with transparent and consistent insurance practices are generally in a better position when dealing with inspections,
maternity claims, labour disputes, or employee complaints. Proper documentation and alignment between labour contracts,
payroll records, tax filings, and insurance declarations can significantly reduce administrative pressure during reviews.

Enhancing Corporate Governance and Internal Controls
Insurance compliance is increasingly viewed as part of broader corporate governance and compliance management. A properly

it

www.alitium.com



Social Insurance Compliance in Vietnam

structured payroll and insurance framework demonstrates stronger internal controls and may support businesses in audits, due
diligence exercises, investment transactions, or IPO preparation.

Improving Employer Branding and Workforce Stability

Although some employees may initially focus on net income, many employees, particularly experienced professionals and long-
term employees, increasingly value transparency, social security protection, healthcare benefits, and retirement contributions. Full
compliance can therefore contribute to employee trust, retention, and employer reputation in the market.

Supporting Sustainable Business Operations

Aggressive insurance practices may provide short-term cost savings, but they can create significant operational and financial
exposure if challenged later. In contrast, a compliant and sustainable approach helps businesses avoid unexpected liabilities and
supports more stable long-term workforce planning.

In practice, full compliance is not merely about satisfying regulatory requirements. It is also a strategic risk management approach that
helps businesses operate with greater certainty, credibility, and long-term sustainability.

Conclusion

Ultimately, insurance compliance remains a complex area where employers must balance regulatory requirements with practical
business realities. While a fully compliant approach may increase short-term costs and administrative efforts, it can also help businesses
reduce uncertainty, strengthen internal governance, and better manage long-term compliance risks.

With this in mind, employers should not only seek to understand the applicable insurance framework and regulatory requirements, but
also establish a practical and sustainable compliance approach. Equally important is maintaining clear communication with employees
regarding the long-term objectives and mutual benefits of compliance for both employers and employees.

For any further questions or assistance in advising on best practices or reviewing your current practics, please reach out to us at
vietnam@alitium.com

*kkkkkkk

This article is intended to provide an overview of recent updates and announcements. While it aims to present useful insights, it is
important to note that the content shared here should not be considered as formal legal, tax or financial advice. For specific guidance on
tax obligations or legal matters related to your business, we strongly recommend consulting with a qualified professional, such as a tax
advisor or legal expert or directly reach out to us.
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