Vietnam HR & Payroll
Guide 2021.

“

Guide to understanding
and implementing
Vietnam’s Labour
Laws, Payroll Processes
and related Human
Resource planning

”

About Acclime
Acclime Vietnam is a leading provider of
professional accounting, tax, payroll, compliance,
company establishment and advisory services in
Vietnam, with a focus on providing exceptional
services to international clients.
With offices in Ho Chi Minh City, Hanoi and
Danang, we assist foreign invested and locally
owned companies maintain the highest level of
professional standards in Vietnam through proactive
advice, compliance and reporting assistance.

SERVICE LINES
Our Service Lines cover five key areas:
• Payroll Outsourcing and HR Advisory;
• Accounting, Financial Reporting, Outsourcing
and Chief Accountant Appointment;
• Tax Consulting and Compliance;
• Licensing, Market Entry and Company Structuring; and
• Advisory Services and Transaction Support
These Service Lines allow Acclime to provide a
comprehensive suite of services to foreign investors,
based around a multi-disciplinary approach to providing
solutions and support to foreign investors in Vietnam.

FROM ASIA, FOR ASIA
As a regional expert provider of corporate services,
Acclime helps corporates and private clients seamlessly
advance their businesses and interests in difficult-tonavigate markets in Asia and beyond. Our years of
in-market experience and deep knowledge helps our
clients to avoid pitfalls and make progress faster.

A REGIONAL SPECIALIST WITH GLOBAL STANDARDS
In a market characterised by increasing sophistication
and complexity, our regional network of grass-roots
experts is pushing the corporate services sector
with bold, innovative solutions that are seamlessly
delivered to the highest global standards.

FOR FURTHER INFORMATION, CONTACT:
Matthew Lourey
Managing Partner
m.lourey@acclime.com

Ho Chi Minh City:
Level 9, Lim Tower 3,
29A Nguyen Dinh Chieu, District 1
Phone: +84 (0)28 3535 8200
Hanoi:
Unit 504, Level 5, Hanoi Tower
49 Hai Ba Trung, Hoan Kiem District
Phone: +84 (0)24 6273 3589
Danang:
Level 3, Indochina Riverside Tower
74 Bach Dang, Hai Chau District
Phone: +84 (0)236 366 4662

vietnam@acclime.com

vietnam.acclime.com
Disclaimer: This publication is general in nature and is for general information purposes only.
Although every effort has been made to ensure the accuracy of the information at the time
of the publication, no warranty or guarantee can be given in respect to the information
presented herein. No responsibility or liability is taken for reliance on this publication, and
implications of any actions arising from this document are fully disclaimed. Readers are

Tran Huynh
Head of Payroll Services & HR Consulting
tran.huynh@acclime.com

encouraged to obtain specific professional advice regarding their individual situations.

(c) Copyright 2019-2021 Acclime Vietnam. All Rights Reserved.

AU S T R A L I A | C A M B O D I A | C H I N A | H O N G KO N G | I N D O N E S I A | M A L AYS I A | P H I L I P P I N E S | S I N GA P O R E | T H A I L A N D | V I E T N A M

Vietnam HR & Payroll Guide 2021

2

Contents
1. Employment in Vietnam

4

2. Overview of Vietnam HR and Payroll

6

3. Payroll Obligations

8

• Personal Income Tax
• Social Security Programs
• Trade Union
• Initial Procedures for newly established companies
• Compulsory Statutory Reporting
• HR and Payroll Compliance Calendar
4. Payroll Calculation

12

5. Employment and Contracts

15

6. Foreign Employment and Issues for Attentions

18

7. Leave Days and Holidays

20
Vietnam HR & Payroll Guide 2021

3

1. Employment in Vietnam 2020
INTRODUCTION
The global economy underwent a turbelent year in 2020
due tothe impact of the COVID-19 epidemic.
In its 2021 Global Economic Outlook report, the World
Bank forecasts that the world economic growth will reach
4% and that of Vietnam, one of the few countries with
positive GDP growth in 2020, is expected to reach 6.8%.
In addition, the prospect of attracting foreign direct
investment (“FDI”) in Vietnam in 2021 is bright in the
context of many large, medium and small investors from
developed countries gradually shifting their investment.
into Vietnam. Total foreign investment capital in
Vietnam as of 20 March 2021 including newly registered
capital, adjusted registered capital and value of capital
contribution and share purchase of foreign investors
reached nearly 10.13 billion USD, up 18.5% over the same
period last year.
Leveraging on this opportunity, Acclime Vietnam seeks
to help foreign workers who have been, are and will be
working in Vietnam to obtain a clear and practical view
of employment in Vietnam as well as the foundations of
employment.

OVERVIEW
The Vietnamese employment laws and structures are
based around a collective concept, and often remain
weighted in favour of employees when compared to other
international jurisdictions.

Terminating contracts by employers during the term
of an employment contract in Vietnam is complicated
for employers (even it situations “with cause”), whilst
employees have much more flexibility. Due to the general
employee-leaning nature of the laws, employers need
to ensure compliance at all times with requirements
to provide a layer of protection against actions from
employees or authorities.
Understanding documentation requirements, payroll
(compensation and benefits), government reporting, and
the processes behind these form a basis of a compliant
labour system within an employer.

LABOUR CONTRACTS
The Labour Code 2019 (Law No. 45/2019/QH14) stipulates
that a labour contract is an agreement between an
employee and an employer on paid employment, wages,
working conditions, rights and obligations of each party
in industrial relations. Where the two parties agree by
another name having contents showing the paid job, salary
and the management, administration and supervision
of one party, the agreement is still considered a labour
contract under Vietnamese laws.
Before accepting an employee to commence work, the
employer must conclude the labour contract with the
employee in writing with 2 copies, where the employee and
employer keep 1 copy each. There are 2 types of formal
contracts:
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•

•

Indefinite term labour contract: the two parties do
not define the term, the time of termination of the
validity of the contract;
Definite term labour contract: The two parties define
the term and the time of termination of the validity of
the contract within a period not exceeding 36 months
from the effective date of the contract.

LABOUR REGULATIONS
As stipulated by the Vietnam Labour Code 2019, a newlyestablished company is required to establish internal
documents which define and specify internal regulations
and policies.
These compulsory documents include Internal Labour
Regulations, Payroll Policy and a Salary Scale which will
be issued and publicised within the company for internal
application. There is no requirement to lodge the Payroll
Policy and Salary Scale with the authorities (differing from
the Labour Code 2012 which required the registration of
a Salary Scale); however, Internal Labour Regulation must
be registered with DOLISA when the number of staff
employed by the company exceeds 10.

WORKING HOURS
The Labour Code 2019 stipulates that the regular working
time is no more than 8 hours/day and no more than
48 hours per week. The employer has the right to set
the working hours by day or week but must notify the
employee. In addition, according to the new provisions in
the Labour Code 2019, ensuring the limited working time
exposure to dangerous and harmful factors in accordance
with national technical regulations and relevant laws is the
responsibility of the employer.
The employer must obtain the consent of the employee
to work overtime and on the contents of the work. The
maximum of overtime is 200 hours a year, with designated
sectors, as stipulated by law, permitted to organise
overtime work up to 300 hours a year, and are required
to undertake notification/registration with relevant
authorities.
From 1 February 2021, female employees, during their
menstrual period, have the right to 30 minutes a day off
each day, at least 3 working days per month counted in
working hours and still enjoy the full salary under the labour
contract.
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2. Overview of Vietnam HR and Payroll
HR and Payroll compliance in Vietnam can be
complicated Vietnamese businesses need to
have careful, conscious monitoring and reviewing
their processes, procedures and calculations.
Following are key concepts which allow employers to
ensure accurate compliance to obtain an overview HR and
Payroll systems and obligations in Vietnam.

GROSS SALARIES
Vietnamese labour laws are structured around gross
salaries being the default approach for employers. Taxes
are withheld from the employees’ gross salary, and
insurances are applied to the employer and employee
based upon the gross salary. Where employers agree to
apply net salary contracts for staff, calculations become
somewhat more difficult. Further to this, although
personal taxes are being paid by the employer, any tax
refunds will usually be returned directly to the employee
despite the employer having borne these as its costs.

SOCIAL SECURITY IN VIETNAM
In Vietnam, individuals with a labour contract (excluding
some specific regulated cases) will generally be subject
to 3 compulsory Social Security Programs covering:
(i). Social Insurance. The components of the social
insurance fund include:
- Sickness and Maternity Fund.
- Labour Accident and Occupational Disease Fund.
- Pension and Survivorship Fund.

(ii). Health Insurance and
(iii). Unemployment Insurance
These insurance (“SHUI”) contributions are imposed on
both employees and employers, according to current
requirements, based on stipulated rates on the gross
salary of employees and thresholds set by the government.
Employers are responsible for withholding the contribution
portion of employees before paying salary to their staff,
and remit it to the Social Insurances Funds for both
employer and employee on a monthly or quarterly basis.
Benefits of Social Security Programs
Social Insurance Benefits:
• Pension: employees who reach retirement age as
stipulated by the Labour Code 2019 and have paid
Social Insurance for 20 years or more, will be entitled
to state pension. The amount of the monthly pension
depends on the number of years the employee
participated in the Social Insurance fund, but not
exceeding 75% of the legal average monthly salary
• Sick payment support
• Maternity allowance: to be entitle to this allowance,
women employees are required to participate
(contribute) Social Insurance at least 6 months within
twelve months before giving birth to a child. Generally,
female employees have 6 months of maternity leave.
• Work-related injury allowance and occupational
disease allowance
• Funeral payment
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Health Insurance Benefits:

MINIMUM BASIC WAGE AND MINIMUM MONTHLY WAGE

Employees participating in Health Insurance will be
granted with a Health Insurance card. Health Insurance
card holders undertake for medical examination and
treatment in public and private hospitals engaging
a contract for medical examination and treatment
under Health Insurance. The Health Insurance Fund
pays all or a portion of the medical examination and
treatment fee (the rate of payment depends on the
specific subjects, and right or left-line treatment)

Minimum Basic Wage generally applies only to Government
employees (who are paid a multiple of this value depending
on a range of factors). However, it is set as a base to
calculate the cap for the amount of salary which will
be subject to social security programs. In particular, the
maximum monthly salary that is subject to social security
programs is capped at 20 times the Minimum Basic Wage.

Unemployment Insurance Benefits:
Employees who participate in Unemployment Insurance,
and are unemployed will be entitled to unemployment
benefits, job counseling and placement support, and
vocational training support when meeting specific
requirements in participant time and declarations.

TRADE UNION
Where the company and its employees agree to establish
a Trade Union, on a monthly basis, the total contribution
of employer’s portion and employee portion to the Trade
Union fund will be 3% of total salary costs. In which,
employees will contribute an additional 1% of their salary
to the internal Trade Union with a 2% portion for the
employer’s contribution directed to the Trade Union fund.

Minimum Monthly Wage varies depending on the zone
the enterprise is located (there are 4 zones, Zone 1 covers
areas including urban areas of Hanoi, Ho Chi Minh City
and Hai Phong, along with certain industrial areas of
Binh Duong and Dong Nai). Employers should ensure
that their staff are not paid less than the monthly
minimums, and also note that these minimums are
also a base for maximum salary that is subject to UI
capped at 20 times the Minimum Monthly Wage.
Minimum Basic Wage and Minimum Monthly Wage
generally increase on an annual basis with adjustments
announced by the Government (except for 2020-2021
the period impacted of Covid-19, the Government
defered the annual increase). The changes to Minimum
Basic Wage and Minimum Monthly Wage will have
an impact on employers and employees in Vietnam
due to manner in which SIHIUI caps are linked.
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3. Payroll Obligations
3.1 PERSONAL INCOME TAX
Individuals in Vietnam are subject to Personal
Income Tax (“PIT”) in Vietnam, based upon their
tax residency status. Employment income is
generally subject to varying progressive rates,
with other income subject to fixed tax rates.
Employers are under statutory requirement to withhold
and pay PIT for employees, based on the progressive
rate from 5 to 35 percent, depending on the employee’s
salary. Note that the first VND11,000,000 is exempt from
PIT for an individual, and this amount can be increased
depending on the number of dependents registered
by the employee (VND4,400,000 each dependent).
Tax Residency
Vietnam Tax Residents are taxable in Vietnam on their
worldwide income, whilst Non-Tax Residents are only
taxable in Vietnam on their Vietnamese sourced income.
A Tax Resident is an individual that satisfies one of the
following:
a) Resides in Vietnam for 183 days or more
(i) within 12 consecutive months from the
firstday of arrival, or
(ii) in a calendar year
b) Holds a temporary or permanent residence card for
Vietnam, or

c) Leases a property for a term of 183 days or more in
Vietnam in the assessment period.
If the above tests are not met, then an individual will be
treated as Non-Tax Resident in Vietnam. However, care still
needs to be taken as there are circumstances where an
individual may still be deemed a tax resident in Vietnam if
they cannot prove they are Tax Resident in another country.
Tax Years & Finalisations
Individuals are subject to a calendar year as their
standard tax year. Employers are required to withhold
PIT from employee salaries and remit it monthly or
quarterly (depending on the size of the employer).
Other taxes are generally required to be withheld at source
(i.e. dividends), or self-declared on an events basis.
Individuals will need to determine whether they will
need to undertake an annual tax finalisation to ensure
that their tax finalisation matters are completed
where necessary by the deadline of PIT finalisation.
If an individual only has income from a single
employer during the year, or other income in limited
circumstances, then they can authorise their employer
to finalise on their behalf by the last day of the
3rd month from tax year end (i.e. 31 March).

If an individual wishes to claim a tax refund, a tax credit
for future years, or has a tax liability to the tax authorities,
then they must complete a tax finalisation by the end day
of the 4th month of the following year end (i.e. 30 April).
Individuals with simple tax matters, and who do not
owe any taxes to the authorities, do not need to finalise.
However, this may have an impact on future years if their
tax affairs become complicated, therefore all taxpayers
are encouraged to finalise their taxes each year.
Non-Taxable Benefits & Income
Although the definition of taxable income is broad, there
are certain defined benefits that are excluded from
taxation. These benefits include:
•

•

•
•

•
•

Once per year round-trip airfares for
expatriate employees returning home, or
Vietnamese working abroad returning.
School fees (excluding tertiary) for
children of expatriate employees or for
Vietnamese working abroad.
Mid-shift meals (subject to a cap in provided in cash).
One-off relocation costs for expatriates
coming to Vietnam for employment, and
for Vietnamese working abroad.
Uniforms (subject to a cap if provided in cash).
Benefits provided in kind on a collective
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•

basis (eg, memberships) where an individual
is not identified as beneficiary.
Allowances or benefits for weddings or funerals.

Additional Income that is not taxable includes:
•
•
•
•
•
•
•

Interest earned on deposits with
banks and credit institutions.
Payments from life and non-life insurance policies.
Retirement pensions paid from
the Social Insurance Fund.
Transfers of property between direct family members.
Inheritances and gifts from direct family members.
Monthly retirement pensions from
voluntary insurance schemes.
Income from winnings at Casinos.

3.2. SOCIAL INSURANCE
SHUI is to be contributed by both the employer and
employee as follows:
• Social Insurance: 17.5% (for employers) and
8% (for employees) on salary; capped at a
maximum of 20 times the “basic wage”
• Health Insurance: 3% (for employers) and
1.5% (for employees) on salary; capped at a
maximum of 20 times the “basic wage”
• Unemployment Insurance: 1% (for employers) and
1% (for employees) on salary; capped at a maximum
of 20 times the “minimum monthly salary”.

Who is NOT required to participate in Social Insurances?

The following foreign individuals are not required to
participate in social insurances:
• Foreign employee engaged in a labour
contract with an employer in Vietnam with
contract term less than 12 months
• Individual employed by an overseas employer
which is then internally sent to Vietnam will not
be subject to these insurance programs.
Notes:
From 15 July 2020, enterprises operating in industries
at high risk of occupational accidents and diseases
may be able to apply a decrease in their Social
Insurance contributions (particularly, a decrease to
the Occupational Diseases and Accident Fund) by
0.2% where they have a demonstrated decrease
in accidents and on time reporting, for the past 3
consecutive years prior to the submission year.

3.3. TRADE UNION
Trade Union contributions are to be paid by the employer
at 2% of salaries to the Trade Union authority, or to
the internal Trade Union at the employer (following
a prescribed ration), regardless of whether or not
such employers have their own internal Trade Union.
Contributions are capped at 20 times the “basic wage”.
Trade Union contributions are also to be paid by employees
(1% of salary) if they are a Trade Union member (of the
internal Trade Union), with contributions capped at 10
times the “basic wage”.
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3.4. INITIAL PROCEDURES FOR NEWLY ESTABLISHED
COMPANIES
Upon the establishment of a new company in Vietnam,
within 30 days from the date of commencement of
operation, the company is required to submit a first-time
Employment Declaration to the Department of Labour,
War Invalids and Social Affairs (“DOLISA”).
A Collective Labour Agreement represents a written
document stating the company’s regulations for their
staff, as it relates to their benefits and duties. Where
the company employs more than 10 staff, it is generally
required to establish a Trade Union (unless the staff and
the company mutually agree not to), which creates a
framework for protecting employee and employer rights, in
compliance with the Vietnamese law.
Where a company has at least 10 employees, the
company is to register its Labour Regulations, Disciplinary
Regulation and Salary Scales with the District level
administrative authority, in order to comply with
Vietnamese labour regulations. If the company has less
than 10 employees, it is not required to register the
internal labour rules, however, the company may choose
to issue the internal labour rules in writing. If written
internal labour rules are not issued, the contracts of the
labour contract will be the fallback for compliance and
enforcement of labour obligations.

3.5. COMPULSORY STATUTORY REPORTING
Reports on Employment of Foreign Employees: in order
to manage the usage of foreign workers in Vietnam, the
Vietnam state authority requests employers to provide
explanation for such need to use foreign workers. The
company has to directly submit Reports on Employment
of Foreign Employees on a half-yearly basis to the DOLISA
where the employer is headquartered. In particular,
employers are required to submit the Half-Yearly Report
prior to 5 July, and the Annual Report prior to 5 January.
Report on Safety & Hygiene and Labour Accidents:
companies in Vietnam are required to submit half-yearly
the Report on Safety & Hygiene and Labour Accidents to
DOLISA and District and Department of Health before
5th of July. Additionally, businesses in Vietnam must
submit the Mid-Year Report on Changes to Employment,
where employers are required to prepare a report on the
employment situation of the first 6 months and the last
6 months of the year, submitted the latest before June
5 and December 5 according to the forms issued by the
authorities.
Other reports covering Report on Changes to Employment
on a half-yearly basis, and Report on Unemployment
Insurance Contributions on a yearly basis are also required
to be submitted.

The company is required to put in place policies and
regulations which clarify the cash or non-cash benefits
employees are entitled to, such as petrol, parking fees,
phone allowances, meals, etc.
Lastly, the company will proceed to register a Social
Insurance Code.
Vietnam HR & Payroll Guide 2021
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3.6. VIETNAM HR AND PAYROLL
COMPLIANCE CALENDAR
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Payments & Taxes
Monthly PIT declaration and payment (by 20th
each month, or by next working day after 20th if
Sunday or holiday via manual lodgment)
Quarterly PIT declaration and payment and
quarterly report on use of PIT withholding
certificates (the end the month, following the
reporting quarter)
2020 PIT Finalisation (by the last day of the 3rd
month from financial year end)
PIT Self Finalisation by individual tax payers (the
end of the 4th month, following the reporting
fiscal year)
Monthly Social Insurance, Health Insurance and
Unemployment Insurance payments (by last day
of each month)
Labour Reports & Lodgements
Half-Yearly Report on Employment of Foreign
Employees (prior to 5 July and 5 January of
following year)
Half-Yearly Report on Labour Accidents (prior to 5
July)
Mid-Year Report on Changes to Employment
(prior to 5 June)
Annual Report on Changes to Employment (prior
to 5 December)
Annual Report on Employment of Foreign
Employees (prior to 5 January)
Annual Report on Unemployment Insurance
Contributions ( prior to 15 January)
Annual Report on Labour Accidents and Safety &
Hygiene (prior to 10 January)
Public Holiday
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4. Payroll Calculations
Employer
Costs and calculations

Employee
Costs and calculations

Government
Share

SALARY COST CALCULATION FOR THE EMPLOYER IS:

SALARY RECEIVED BY AN EMPLOYEE IS CALCULATED AS:

CONTRIBUTIONS AND PAYMENTS TO
GOVERNMENT AUTHORITIES:

Gross Salary for Employee

Gross Salary for Employee

Amounts paid by the Employer and Employee:

Plus:
Social Insurance* @ 17.5%
Health Insurance* @ 3%
Unemployment Insurance* @ 1%
Trade Union* @ 2%

Less:
Social Insurance* @ 8%
Health Insurance* @ 1.5%
Unemployment Insurance* @ 1%

Social Insurance of: 17.5% + 8% = 25.5%
Health Insurance of: 3% + 1.5% = 4.5%
Unemployment Insurance of: 1% + 1% = 2%
Trade Union of: 2%

Equals: Total Salary Cost to Employer

Equals: Taxable Salary
Less: Personal Income Tax
Equals: Total Cash Received by the Employee

Plus:

Notes:

Notes:

Notes:

(1) *These Insurances and Trade Union are subject to caps

(1) *These Insurances and Trade Union are subject to caps

(1) Where the company and its employees agree to establish

on amounts to be paid. See the next page for details
(2) From 1 December 2018, foreign employees are subject to
Social Insurance, with employers contributing 3.5%. This
will increase to 17.5% effective from 1 January 2022

on amounts to be paid. See the next page for details
(2) From 1 December 2018, foreign employees are subject

employee portion to Trade Union fund will be: 2% + 1% = 3%

only start from January 2022 when the full 8% applies
(3) Foreign employees are not subject to Unemployment Insurance.

(4) Certain one-off bonuses and specific allowances may

(4) Certain one-off bonuses and specific allowances may

(5) Overtime rates can apply ranging from 150% to 390%.

Trade Union, the total contribution of employer’s portion and

to Social Insurance, however employee contributions will

(3) Foreign employees are not subject to Unemployment Insurance
be excluded from insurance and/or tax calculations

Personal Income Tax deducted from Employee,
and based upon relevant PIT scales

be excluded from insurance and/or tax calculations.
(5) Where the company and its employees agree to
establish Trade Union, employees will be required
to contribute 1% to Trade Union Fund

(Updated for salaries from 1 January 2021)

Vietnam HR & Payroll Guide 2021

12

Personal Income Tax

Tax Rate

Monthly Taxable
Income (VND)

Maximum Tax in
Bracket
(Cumulative Tax
including current
Bracket) (VND)

Social Insurance

Trade Union

Social Insurance is levied on the Gross Salary of the
Employee as follows:

Trade Union is levied on the Gross Salary of the
Employee as follows:

Employer
Employee

17.5%
8%

The maximum monthly salary that is subject to Social
Insurance is capped at 29,800,000 VND (being 20
times the Minimum Basic Wage, which is currently
1,490,000 VND per month).

5%

up to 5,000,000

250,000

10%

5,000,001 10,000,000

500,000
(750,000)

15%

10,000,001 18,000,000

1,200,000
(1,950,000)

Health Insurance

20%

18,000,001 32,000,000

2,800,000
(4,750,000)

Health Insurance is levied on the Gross Salary of the
Employee as follows:

25%

32,000,001 52,000,000

5,000,000
(9,750,000)

30%

52,000,001 80,000,000

8,400,000
(18,150,000)

35%

80,000,001
and above

Taxable Income for each employee, prior to calculating
PIT, is further reduced by:
- Personal Allowance of 11,000,000 VND per month,
and
- Dependent Allowance of an additional 4,400,000
VND per month for each registered dependent.

Employer
Employee

3%
1.5%

The maximum monthly salary that is subject to Health
Insurance is capped at 29,800,000 VND (being 20
times the Minimum Basic Wage, which is currently
1,490,000 VND per month).

Unemployment Insurance
Unemployment Insurance is levied on the Gross Salary
of the Employee as follows:
Employer
Employee

1%
1%

Employer

2.0%

The maximum monthly salary that is subject to Trade
Union is capped at 29,800,000 VND (being 20 times
the Minimum Basic Wage, which is currently 1,490,000
VND per month).
Vietnamese employees will be subject to Trade Union
cost at 1% of their gross salary and the cost is capped
at 149,000 VND (10% of Minimum Basic Wage) only
when they participate Trade Union.

Minimum Wages
Zone

Minimum Monthly Wage
(VND)

Zone 1

4,420,000

Zone 2

3,920,000

Zone 3

3,430,000

Zone 4

3,070,000

Zones are designated by the Government. For example,
Zone 1 covers areas including urban areas of Hanoi,
Ho Chi Minh City and Hai Phong, along with certain
industrial areas of Binh Duong and Dong Nai.

The maximum monthly salary that is subject to
Unemployment Insurance is capped at 20 times the
Minimum Monthly Wage of the Zone the Employer is in.
The Zone 1 minimum is 4,420,000 VND, which equates
to a cap of 88,400,000 VND per month.
Vietnam HR & Payroll Guide 2021
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Overtime

Employees who work overtime will be paid an amount based on the piece rate or actual salary.

Overtime type

Compensation rate

Weekday - day time

150%

Weekend – day time

200%

Public holiday, paid leave days
Night time

300%
(not including the daily salary during the public holidays or
paid leave for employees receiving daily salaries)
30% extra of the aforementioned rates

Vietnam HR & Payroll Guide 2021
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5. Employment & Contracts
5.1. GENERAL REQUIREMENTS FOR EMPLOYMENT AND
CONTRACTS
Employees can initially be engaged by a company using a
probation agreement (generally limited to 30 days or 60
days for positions with technical qualifications). When an
employee successfully passes the Probationary period,
the company will proceed to sign a labour contract ,
which is the foundation agreement between employee
and employer. The labour contract lays out the key terms
of the employment relationship, including the location of
work, scope of work, work and rest hours, length of the
employment term, salary, and details of social insurance,
and matters relevant to preserving health and safety.

5.2. ONBOARDING AND PROBATIONARY CONTRACTS
After the recruitment process is finalised and the
employee has accepted the hiring proposal and offer,
the company will proceed to acquire information
from the employee using a thorough Data Collection
procedure, for the purpose of signing the Offer
Letter and subsequently the labour contract:
•
Notarised identity card copy
•
Notarised household book copy
•
Education certificate(s) (if required)
•
Medical certificate (if required)
•
Application form
•
Reference check (if required)

The company has the right to sign two definite labour
contracts with an employee, with these contracts not to
exceed 36 months, after which Indefinite contract term
will automatically apply. There are still some disparities
in the legal framework regarding labour contract terms,
especially regarding foreign employees, as foreign
employees are only allowed to enter labour contracts for
a maximum period equivalent to the validity of their work
permit – which by law is a maximum of 2 years – therefore,
moving a foreign employee from a definite to an indefinite
contract is deemed non-compliant by the authorities.

With the required data and the offer letter signed,
the company will issue the probationary contract,
where the probation period must be based on the
nature and complexity of the job. Probation can
only be applied once for each job and the period
must not exceed 60 days, with the wage for the
employee during probation equal to at least 85% of
the final offered wage for the specific position.

Specified salary packages include the salary which
is based on the work specifications and title, any
allowance(s) and other additional payments that they
are entitled to. An employee’s salary must not be lower
than the minimum wage set by the Government.

An employment contract shall be concluded
in one of the following types:

5.3. TYPES OF CONTRACT

term nor the time of termination of the contract;
b. A fixed-term employment contract is a
contract in which the two parties fix the term
of the contract for a duration of up to 36
months from the date of its conclusion.
When a definite term contract is to expire, employers
or employees are to give notice that they will not be
renewing the contract, otherwise it will be deemed to
become a new contract – either definite or indefinite,
depending on the previous contracts. Note that
representatives of an internal Trade Union must
have their contracts renewed without exception.
After the 2nd definite term labour contract, or after 36
months, labour contracts will become an indefinite term
labour contract. Although it is generally encouraged that
any termination of labour contracts is mutually agreed
by all parties, thus allowing flexibility with terms and
payments, this is not always a scenario that is possible.

5.4. TERMINATION
Vietnamese Labour Laws are drafted with a core
concept of protecting employees, and the ability to
cease employment relationships in Vietnam is not
always straight forward (or even permissible) in many
cases. However, employers and employees can follow
the regulations to achieve their desired outcomes.

a. An indefinite-term employment contract is a
contract in which the two parties neither fix the
Vietnam
Vietnam
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Labour contracts come to an end when:

Requirements

Trade Union
Consent/DOLISA
Notification
required?

2 written warnings are required to be issued
in within 1 month

Yes

Reason for Termination

Employees fail to undertake or complete work in
accordance with the terms of the labour contract,
collective labour agreement or internal rules

•
Disciplinary reasons

•

Where severe or gross misconduct has
occurred, including theft or repeated
violations of company regulations.
An employee absents for a total of 5
days per month, or 20 days per year,
without appropriate reasons

Yes

Prolonged Illness

An employee that has been on leave due
to sickness or accident can be terminated
where they have been absent: 12 months
for an indefinite contract, 6 months for
a definite term contract, and half the
contract term in a seasonal contract

Yes

“Force Majure” events

Where fire, natural disasters or similar
events results in a company reducing staff
due to reduction in production capacity

No

Organisational Changes or Technological
Restructuring

An employee usage plan must be developed
and issued for Trade Union and DOLISA
discussion/approval, with justifications for
the changes

Yes

Mergers, Acquisitions or Corporate Restructuring
Events

An employees usage plan must be
developed and issued for Trade Union
and DOLISA discussion/approval, with
justifications for the changes

Yes

Company Ceasing Operations

Labour contracts are terminated upon the
cessation of operations

No
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Obligations for terminating labour contracts

Employee termination of labour contracts

Where the above events arise, employers are generally
required to give 30 days’ notice (45 days for indefinite
period contracts) as well as pay severance pay and/or
termination pay. Immediate termination options may arise
for acts of “gross misconduct”, however caution should be
taken as specific processes must still be followed which can
take time.

Employees can unilaterally terminate their employment by
providing notice in writing to their employer. This requires:
•
Not less than 45 days’ notice for indefinite contracts
•
Not less than 30 days’ notice for definite term
contracts
•
Not less than 3 days’ notice for seasonal contracts

Termination pay is required to be no less than 2 months’
salary, plus 1 month for each additional year worked, based
upon the average monthly salary received for the previous
6 months.

Employees who fail to provide the above notice periods to
employers may be required to compensate their employers
for the failure to provide appropriate notice periods. Lesser
periods can apply during periods of extended illness.

Involvement of the Trade Union (internal Trade Union of the
Employer or the District-level Trade Union) and DOLISA in
the termination process require specific meetings, minutes
and approvals to be followed. Although the processes
may not specifically require Trade Union consent to gain
final DOLISA approval, it is certainly encouraged to avoid
protracted disputes.

Vietnam HR & Payroll Guide 2021
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6. Foreign Employment
and Issues for Attention
Under Vietnamese Law, there is no automatic right to work
or be employed in Vietnam if you are a foreign national. If a
company in Vietnam wishes to recruit a foreign individual,
or a foreign individual is seeking to work in Vietnam, there
are certain processes that must be followed.
6.1. WORK PERMIT REQUIREMENTS FOR FOREIGN
EMPLOYEES AND POINTS FOR ATTENTION
In Vietnam, Visas (Business Visas, Visa Exemptions,
Resident Cards, etc) do not provide any rights for
employment in Vietnam. Visas are immigration/border
matters.

The work permit is tied to the role applied for
This often frustrates foreign employees if they wish to
change employers in Vietnam – they have to apply for a
new Work Permit all over again for the new role. If they
have two jobs and employers in Vietnam, they will need
to hold two Work Permits; one from each employer. The
reason is that the employer applies for the Work Permit,
not the individual. The application is for a specific role at
a specific employer. If an employee ever changes roles
with the same employer, then a new work permit is often
required to be applied for (most don’t).
Probation contracts still require work permits

In accordance with Vietnam’s Labour Code (and the
current applicable Decrees relating to the Labour
Code), all foreign individuals require a Work Permit
before undertaking any employment in Vietnam, unless
they satisfy the exemptions and have the appropriate
Exemption Certificates.

This point is extremely frustrating to employers in Vietnam.
Employers have to go through the entire process of
obtaining a Work Permit, before they can test a foreign
employee’s ability to perform the job (ie, the inclusion
of the standard probation clauses in an employment
contract).

The duration of a foreign employee’s employment
contract must not exceed that of the work permit. When
a foreign employee in Vietnam is recruited, both parties
may negotiate conclusion of multiple fixed-term labour
contracts. Foreign employees working in Vietnam shall
comply with and shall be protected by the labour law of
Vietnam, unless otherwise prescribed by treaties to which
Vietnam is a signatory.

Some employers work around this by inviting the individual
to come to Vietnam for a 90-day contract (using the
“3-Month Rule” exemption). If they successfully complete
the period, they will begin discussions for longer contract
negotiations (and apply for Work Permits). There are risks
with this process, but some argue that they can work
around the requirements and essentially use the laws to
allow a probation element. Whether these are acceptable
to a potential employee is another story.

Vietnam HR & Payroll Guide 2021

18

6.2. WORK PERMIT EXEMPTION CATEGORIES

•

There are 20 Exemption Categories in total, which can be
placed into 2 groups, where Work Permits are not required.
However, there are still rules that must be followed.

•

The owner or capital contributor of a limited liability
company with a capital contribution value of at least 3
billion dong;
The Chairperson or a member of the Board of
Directors of a joint-stock company with a capital
contribution value of at least 3 billion dong;
Foreign employees enters Vietnam to hold the position
of a manager, executive, expert or technical worker for
a period of work of less than 30 days and up to 3 times
a year; or
Relatives of foreign representative bodies in Vietnam
who are authorised to work in Vietnam under an
international treaty to which the Socialist Republic of
Vietnam is a signatory as their relatives

Group 1 – Those exemptions which require an Exemption
Certificate issued by the authority before commencing
employment. There are 13 exemptions that fit this
category. Many relate to NGO’s and government roles, but
the common ones that relate to commercial operations
include:
•
Internal transfer from an international employer to
their subsidiary in Vietnam, where the individual has
been employed for greater than 12 months by the
international employer;
•
Interns coming to Vietnam that are studying abroad
at foreign education institutions; and

•

Group 2 – Those which do not require an Exemption
Certificate before signing an agreement and working
for an employer. But it must report the authority where
the foreign employee is expected to work, at least 3 days
before such foreign employee starts to work in Vietnam.
•
Professionals who come to work in Vietnam for less
than 3 months to provide marketing of a service;
•
Foreign lawyer who has been granted a lawyer’s
practicing certificate in Vietnam in accordance with
the Law on Lawyers;
•
Foreign individuals married with a Vietnamese citizen
and who reside in Vietnam;

Regarding requirements for employment of foreigners
in Vietnam, enterprises, organisations, individuals and
contractors shall only employ foreign individuals to hold
positions of managers, executive directors, specialists and
technical workers for the professional requirements for
which cannot be met by Vietnamese workers. Recruitment
of foreign employees in Vietnam shall be explained and
subject to written approval by relevant authorities. In
addition, before recruiting foreign employees in Vietnam, a
contractor shall list the positions, necessary qualifications,
skills, experience and employment period of the contract,
and obtain a written approval from a relevant authority.

•

6.3. POSITION/PROFESSION FOR FOREIGN
EMPLOYMENT
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7. Leave Days and Holidays
PUBLIC HOLIDAYS

PERSONAL PAID LEAVE

Employees shall be entitled to fully paid days off on the
following public holidays:
• Gregorian Calendar New Year Holiday: 1 day (the 1st of
January of the Gregorian calendar);
• Lunar New Year Holidays (Tet holidays): 5 days;
• Reunification Day: 1 day (30th April);
• International Labour Day: 1 day (1st May);
• National Day: 2 days (2nd September and the previous
or next day);
• Hung Kings Commemoration Day: 1 day (the 10th of the
third month of the Lunar calendar).

An employee is entitled to take a fully paid personal leave
in the following circumstances:
- Marriage: 3 days
- Marriage of his/her biological child or adopted child: 1
day;
- Death of his/her biological parent; death of his/her
spouse’s biological parent; death of spouse, biological
child: 3 days.
- Death of his/her adoptive parent; death of his/her
spouse’s adoptive parent; death of spouse, adoptive
child: 3 days (effective from 1st January 2021).

Foreign employees in Vietnam are entitled to 1 traditional
public holiday and 1 National Day of their country, in
addition to the Vietnamese public holidays. The Prime
Minister shall decide the specific public holidays on a yearly
basis.

ANNUAL LEAVE
Minimum 12 days/year, plus 1 more day for 5 consecutive
working year at the company
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CONTACT US
If you have any questions regarding this publication, please
contact us for clarity, and we look forward to working with
you.
ACCLIME VIETNAM
Ho Chi Minh City:
Level 9, Lim Tower 3,

29A Nguyen Dinh Chieu, District 1

Hanoi:
Unit 504, Level 5, Hanoi Tower
49 Hai Ba Trung, Hoan Kiem District
Danang:
Level 3, Indochina Riverside Tower
74 Bach Dang, Hai Chau District
t. +84 (0)28 3535 8200
e. vietnam@acclime.com

vietnam.acclime.com

