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Introduction

Introduction

Inception and objective of JAHR

In 2007, the Health Partnership Group (HPG), whidtiudes the Ministry of Health
(MoH), together with international and external amgations giving health care support to
Viet Nam, agreed to conduct, on a yearly basigj@t Annual Health Review (JAHR).

The Objectiveof the JAHR is to assess the situation and ideptirity health sector
issues in order to formulate an instrument to supponual planning of the MoH and to
create a platform for the choice of focal issuesdooperation and dialogue between the
Vietnamese health sector and external stakeholders.

As part of efforts to implement the above agreemen®007, the first JAHR was
completed. The JAHR 2007 comprehensively addresbed major segments of the
Viethamese health care system, including: 1) Heatius and health determinants; 2)
Organization and management of the health syst¢ritedlth human resources; 4) Health
financing; and 5) Provision of health services. &hsn a situation analysis and problem
assessment of the health sector across the fiveesgg mentioned above, the review made
recommendations on possible solutions to issuesiariity for 2008 and subsequent years.

Contents and structure of JAHR 2008

After numerous discussions, the HPG agreed thatt¢R 2008 should focus on:
“Health Financing in Viet Nam”, as the analysis will go into great depth on issadating
to health financing — arguably one of the most entibus and vital topics which, if
addressed successfully, could resolve many of therassues facing the health system of
Viet Nam.

JAHR 2008 begins with a genemapdate on the situation in the Vietnamese health
sector in 2008 and outlines the tasks of the hesaltttor in 2009.

Next, the review moves into the focal topic of hHR 2008, which includes: an
overview of the Viet Nam health financing systetafiss and issues in mobilizing funds from
different sources, e.g. state budget, health imsaraexternal aid, household out-of-pocket
payments, other social resources; issues relatngnanagement modalities of health
financing, e.g. financial autonomy, hospital reimgament methods, and financial support
for those entitled to social policy support for noad services.

The final part of the review includes general cas@ns, summarizing the major
findings on the status of health financing in Mi&&m, major challenges and solutions for the
priority issues in the plan for 2009 and subseqyeats. This is the part of the document that
aims to support the annual planning process ofMbél and offers inputs to dialogue and
cooperation between the Viethamese health sectberternal partners on issues relating to
health financing. In addition, the recommendatiavi8 be conveyed to policy makers
including the Party, National Assembly, Governmeartd concerned Ministries for
coordination, particularly on issues pertainingriacro policy reform.

In addition, the annexes of the 2008 review preaemble outlining progress made in
implementing recommendations on solutions for thesaes identified as priorities in 2007,
another summarizing priorities and solutions basedanalysis for the JAHR 2008, and a
third table presenting data on monitoring indicatior the health care sector.
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Organization and implementation

As in 2007, JAHR 2008 was formulated under the dioaited leadership of the MoH
and HPG. The human resources making this reviewilplesnclude:

The working group which includes some HPG members, leads and nrenite
development process of the report and makes satergélevant resources are provided for
related activities.

The secretariat which includes MoH representatives, an intermaticcoordinator, a
local coordinator and other assisting staff, ishiarge of day-to-day operational, managerial
and administrative tasks, organizing workshopsth®sizing the comments, ensuring that
multiple stakeholders contribute to the review adding and revising the report.

Theconsultant groupwhich includes qualified national and internasibexperts with
knowledge and experience related to health financtakes responsibility for drafting
chapters in the review, soliciting comments froakstolders and fine-tuning the chapters in
conformity with the acquired comments and findings.

Review approach

The report was generated mainly through a proceassadysing and identifying major
issues, priorities and solutions with the partitipa of multiple stakeholders. The key
approaches used included:

» Undertaking desk studies of available documentsluding policies, laws, studies,
surveys, etc.;

= Exploiting the knowledge and experience of local anternational consultants
familiar with the Viet Nam health care system;

» Inviting both formal and informal comments fromistholders;

* Holding workshops on each chapter with represesmatirom related Ministries,
MoH managers, health services, local and internatioonsultants;

= Conducting a final stakeholder workshop, to haveenia-depth discussions about
specific issues, conclusions and recommendations.

In the method to approach this situation analys@ @valuation, to identify priorities
and to propose recommendations, it was necessangider the following: (1) the current
socio-economic environment and situation of theltheaystem in Viet Nam; (2) the
underlying perspectives and criteria for achiewgogls of equity and effectiveness in the
health sector in general and health financing irtipdar; (3) the successes and failures of
other countries, especially those with conditioinslar to Viet Nam.

Many issues discussed in the report are based meepts of “health equity”, “basic
goals of the health system” and “criteria for aruieaple and effective health financing
system”, which we clarify below:

10



Introduction

Health equity

Health equity is defined as “the absence of sydfendisparities in health between
advantaged and disadvantaged social groups” [¥.advantages for some in society can be
created by wealth, power or social status. Thesterfs, especially wealth and income, are the
bases for categorizing different social groups.

The concept of health equity is influenced by valaed principles and represents the
expectations and beliefs of a society regardingisbee of health, i.e. expressing the desire
that everyone should have equal opportunitiesdower and improve their health.

This notion of equity, from the perspective of llealnd health systems, differs from
the concept of equity from the perspective of ecoins and the market system. In the market
system and from an economic perspective, accessdothe quality of goods acquired
usually corresponds to ability to pay. However soaiety in pursuit of equity in health, there
is a belief that access to and the (clinical) dyalf health servicésshould not depend on
ability to pay.

This concept of health equity also paves the wayatds various methods of
measurement of equity in health — that is, theesgyatic comparison of the health status of
various groups in society. These groups can besiiled by income, gender, place of
residence, etc. The degree and depth of disparityealth between such groups, sustained
over many years, would suggest inequity in health.

Finally the concept of equity in health assumed tha health status of various
population groups does not just depend on the hegktem, but also on many other factors
closely correlated with health such as nutritiolean water, environment, living standards
and working conditions, etc.

Basic goals of the health system

An equitable, effective and developed health caygtesn requires equitable and
effective health financing policies. According teetWorld Health Organization (WHO) [2],
a health care system has four basic goals (Figure 1

= Toimprove the people’s health

= To improve responsiveness [3], i.e. the abilitytiod system to respond to patients’
needs other than health, e.g. to satisfy expeattabout health workers' attitudes,
the way patients are welcomed and treated, cortfaiy of patient information,
sanitation, hospital environment, etc.

= To protect the people from financial risks (i.eattthe people will not have to pay
exorbitant costs that may affect the financial gnity of their family)

= To raise the efficiency of the entire system (ieecut down on administrative and
clinical waste; to achieve expected health improaeinat the lowest financial cost).

1 Health service quality is comprised of two components: clinical quality and service quality. However,
the emphasis here is on clinical quality.

11
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Figure 1: WHO health system framework

Responsiveness

Six building blocks Goals/outcomes
(level and equity)
‘ Health workforce Sewvice
coverage

Information I <
Medical products and >

technologies

Social and financial risk
Quality protection

Service delivery Safety

Improved efficiency

Leadership/governance

Source: WHO. Strategic Plan for Strengthening Health Systems in the WHO Western Pacific Region. March 2008
(2]

The health financing system clearly affects almaistthe goals of the health care
system and determines who has access to servideguatity care, how many people may
fall into poverty because of their health care soshd whether medical costs can be
controlled.

Criteria of an equitable and effective health ficang system

The above analysis indicates that the basic aitevhich are also the goals that Viet
Nam'’s health financing policy strives to achievelurde:

1) to ensure that per capita health expenditure isntaiaied at a reasonable level,
through appropriate mobilization of social resosice

2) to guarantee that public financial resources actdan a larger proportion than
private funds in total national health expenditure;

3) to reduce the percentage of households falling pueerty due to expenditures on
health care;

4) to improve the effectiveness in allocation and w$ehealth financial resources,
increasing both efficiency (lowering costs) and/ger quality.

12



Chapter I. Update on the health sector

Chapter I. Update on the health sector

1. Development of the health sector and major devel  opments in 2007-
2008

Health system structure. In 2007, the Government promulgated Decree No.
188/2007/ND-CP stipulating again the function, saskuthority and organizational structure
of the MoH. The major changes in this Decree inelilde transfer of responsibility for
population-family planning and some health insueadcities to the MoH, and specifying
more details on regulations for drug managemerud fhygiene and safety, health human
resource training and management. At the distrextell Government Decree Nos.
13/2008/ND-CP and 14/2008/ND-CP and Circular No/20B8/TTLT-BYT-BNV have
created more flexible conditions for the organazatiof medical services and preventive
medicine at the district level, and stipulated molesarly the responsibility for management
of health care at the commune level.

The grassroots health network has wide coverage, with health workers available i
100% of communes and wards, including doctors i1%bof communes (a decrease of 4%
compared with 2005); a midwife or obstetric/pagtiatdoctor's assistant in 93.3% of
communes; and health workers in 86.8% of villageddcrease of nearly 6% compared with
2004). Nearly 55% of communes have met nationalnsone benchmarks [4] (a twofold
increase compared with 2005). The national healtiyet programmes have been well
implemented in the health care network, facilitgtthe people’s access to basic and quality
health services, especially for the poor and ethmiorities. A majority of communes/wards
(estimated at 65%) are able to receive health amste reimbursements for health care they
provide. As many as 97% of women giving birth wassisted by health workers; 92.6% of
pregnant women were vaccinated against tetanusof® sr more); the MMR was reduced to
75/100,000 live births; 78% of couples acceptedaisntraceptives; the population growth
rate in 2007 was 1.21% (a decrease of 2% compaitd 2006), but with few signs of
decreasing substantially in 2008. The Prime Mimisies issued Decision No. 950/QD-TTg
on developing commune health stations in disadgematareas for 2008-2010 and Decision
No. 47/2008/QD-TTG on government bonds for investim district and inter-district
regional hospitals.

Preventive medicine has been actively promoted; health facilities héo@ised on
disease surveillance, stockpiling drugs, consunsatb®chemicals for epidemic prevention,
early detection and prompt treatment of diseasssaAesult, no large epidemic outbreaks
have taken place; the human A H5N1 flu epidemic basn limited; and the recent
dangerous diarrhoea epidemic was quickly put uncemtrol. The Government has
promulgated Decree No. 79/2008/ND-CP, stipulatifg torganization, management,
inspection and testing of food hygiene safety, Whielps reinforce and further develop
regulations and implement food quality control megas under new rules. National target
programmes on control of tuberculosis (TB), leprasylaria, dengue fever, etc. have also
been on-going and effective. HIV/AIDS preventiordasontrol activities have been widely
implemented, with access to ARV therapy becomingenand more convenient for patients.
Implementation of methadone replacement therapyriog addicts has begun.

Medical service provison. Many solutions have been implemented by the lhealt
sector to improve medical service quality and pn¢aercrowding through improving the
guality of diagnosis and treatment to reduce treatrtime, increasing the number of hospital
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beds, investing in new construction and upgradihdaacilities, and enhancing technical
support and guidance for the lower level hospitals.

The public hospital system has been strengthenddaveloped and taken the first
steps towards overcoming the deterioration in majsinfrastructure and a shortage of
hospital beds. Basic diagnostic and treatment egenp has been supplied to district
hospitals and some modern specialized equipmentbbas procured for provincial and
central hospitals. Transfer of technology, throbgher level facilities mentoring lower level
facilities, has helped many lower level hospitatersgthen their professional capacity and the
quality of diagnosis and treatment. Higher levespitals have successfully applied more
advanced techniques, contributing to treating seueresses and saving lives. Besides the
solutions that facilitate development of the cwattare system, the MoH is also drafting the
Law on Examination and Treatment to present ta\agonal Assembly, aiming to complete
the legal framework for the health sector in tharrfature (jointly for the public and private
sectors).

The private health sector has received more attention to promote its deveéop To
date, the entire country has 74 non-public hospitaith 5,600 beds (accounting for just over
3% of the total number of hospital beds in the aigynand just over 30,000 private clinics;
over 21,600 private pharmacies, and 450 traditiomaldicine production facilities. In
addition, 22 private hospitals have been licensed a&e being constructed. However, all
these non-public health facilities are generalyakin size. In order to promote development
of non-public health care services, the Governrhastdirected localities to prioritize private
health facilities through allocation of land forvédopment, setting more favourable tax rates,
providing investment credit, and ensuring greatguity between the public sector and
private sector in the public recognition of servagel training of health staff..

In order to meet the growindemand for human resources in both public and non-
public facilities, despite the limited investmentoyided to training institutions, the
Government has issued directives to strengthenuaydade the system of public medical
schools through improving the quality of instruatigssuing new standards for secondary and
junior college medical training, opening up the fmem of specialized training fields,
increasing the quota for students each year, acduesmging non-public training facilities to
develop medical training. In order to meet the digetraining needs of the health sector, in
addition to formal pre-service training, the Goveent has approved a project proposal to
provide training for about 600 people to becometalscto work in the Central Highlands
based on a contract between the provinces andrdireng establishments; and a project
proposal for in-service medical training to meed tleeds for medical staff in disadvantaged
and mountainous regions of the North, Central Cddskong Delta and Central Highlands
regions (it is estimated that by 2018, this progremwill have trained 11,760 medical
workers). At the same time, the State encouragesxpansion of training with costs covered
by trainees or localities sending people for tragnirather than the central budget.
Consideration has also been given to the needdmnirg in specialized medicine; each year
health workers are sent as interns to find out abod become familiar with new medical
technology and improve their management skills.

With the aim to support human resources at the roleeels, and faciltate
improvement of professional qualifications of staffgrassroots levels, the MoH has issued
Decision No. 1816/QD-BYT to approve the Project gmsal for “Rotations of health
professionals from upper level hospitals to supdower level hospitals in improving
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medical service quality”. Through this Project, meadlworkers in lower level hospitals will
receive temporary human resource support and teahsupport from upper level hospitals.
This also forms the basis for the Government in fitltare to promulgate regulations on
“Social responsibility and obligations for doctor#’is felt that doctors, after graduation and
during their professional careers, should workiatdrassroots level for a specific period of
time. This should not only ensure the sustainableage of doctors at grassroots levels, but
is also intended to ensure that all doctors shbeldqually eligible for promotion.

Health investment and financing. In recent years, the Government has increased
state budget spending on health through allocdtings for the health care of people with
meritorious service to the nation, the poor, fasnethnic minority people, and people living
in socio-economically disadvantaged and extremeilyadvantaged regions. The State
continues to permit the issuing of government bandsrder to invest in upgrading district
general hospitals and inter-district regional gahérospitals (Decision No. 47/2008/QD-
TTg). The National Assembly passed Resolution N8/2Q08/NQ-QH12 on “Strongly
promoting the implementation of policies and legfisin on social mobilization to improve
the quality of health care for the people”. Thisalation clearly stipulated that the State
should “increase the share of the annual state diuglgpenditure for health care, ensuring
that the growth rate of health spending is highantthe growth rate of overall spending from
the state budget and reserving at least 30% ofsthége health budget for preventive
medicine.” Along with investment from the state bad in recent years, the orientation
towards mobilizing the public and other economictees to participate in the people’s health
care under the guidelines o$dcial mobilization has been promoted, most recently at the
3rd meeting of the session of the National Assembly (2008) [5, 6].

Health insurance has continuously expanded. By the end of 2007pnally about

36.5 million people were covered by health insueafabout 42% of the total population) [7].
Health insurance represents an ever increasing s#fatotal social health spending. Many
non-public health facilities have met conditions lieing reimbursed for care they provide to
insured patients; 70% of commune/ward health statiare receiving health insurance
reimbursements for their services. Very recentiy, Government has issued documents to
revise the subsidy for monthly health insurancemuens for those who are entitled to social
benefits, with the amount now equivalent to 3% I turrent minimum salary. The state
budget will contribute a minimum of 50% of healtsurance premiums for members of
near-poor householdsThese policies have contributed to facilitatingienaccess to medical
services covered by health insurance for some dsdaged target groups [8, 9].

2. Difficulties and challenges

Although many significant achievements have beenlendiet Nam’s health care
system still faces many difficulties and challengesluding the central problem of how to
improve the health care system to move towardstgreguity, efficiency and development
in a socialist-oriented market economy. The maifficdities and challenges that the health
care system has to face are as follows:

Digparities in health between regions of the country, and between incgroeps
have been increasing in recent years. The chilshumation rate, infant mortality rate (IMR),

2 According to Prime Ministerial Decision No. 117/2007/QD-TTg, dated 27 August, 2008, on adjusting
the health insurance contributions for social policy target beneficiaries, near poor households are
those with per capita household income up to and including 130% of the poverty threshold.
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under 5 mortality rate (USMR), and maternal motgatiate (MMR) are still high in poor,
mountainous, and remote regions.

Changes in disease patterns tend towards an increase in non-communicable sésea
and injuries, while morbidity from communicable eises remains high. In addition, some
new and/or unpredictable diseases have emerged asICBARS and Avian influenza A
(H5N1). Environmental health, especially issueshsag medical waste and food hygiene and
safety will continue to be major challenges for tfealth sector in the near future.

Regardingmanagement and adminigration under the market mechanism, the pace
for revising or amending health policies that acelenger appropriate has been slow. The
appropriate model for organizational structurele health system at the local level has not
yet been resolved as many localities have notrgptemented Decrees Nos. 13 and 14, nor
Circulars Nos. 03 and 05. The implementation oflthepolicies, strategies and plans has
encountered many problems. The health managemfenmiation systems are not internally
consistent, and as a result there are often maaglaps. The system for managing service
quality is still only in its initial stages of delepment. The inspection of service quality in
both the state and private sector remains weak pokential role of the medical associations
in managing the quality of medical and pharmacautmractice has not yet been fully
exploited. Drug price controls continue to be amjdsto deal with drug price increases,
however in the near future continued challengesltirg from the crisis of global inflation
are expected.

Regardinghuman resources, there is a severe shortage of health workergnote
and disadvantaged areas. Preventive medical staiffersity trained pharmacists, medical
technicians, and nurses are all still in short suppmpared with need. Investment in training
and human resource development has not met thefispeeeds of the health sector. The
medical staff remuneration policy is still inadetpal he shift of medical staff moving from
public to private sector and from lower levels tpper levels has become even more
noticeable. In addition, training programmes hawe¢ lobeen updated regularly. Methods of
training have yet to be reformed in a uniform martheoughout the system. One point worth
noting here is the shortage of health staff atgif@ssroots level. This is not only due to the
limitation in numbers available but also due to thet that some trainees received poor
quality training (e.g. in-service training doctorsecondary nurses trained in some
mountainous provinces) and as a result were netreadfjobs after graduation despite the
unmet need for health human resources in the tgcali

On health financing, the share of public financial resources (inclgdstate budget,
grant aid and health insurance, and social insejathevoted to health remains relatively low
compared with the total amount the society as aleviigends on health. Direct out-of-pocket
spending by households remains high, and has nefjaimpacted equity in health care. The
percentage of the population covered by healthrarme is still limited, unsustainable, and
contribution levels remain low compared to heakivige costs. Nevertheless, even when
premium levels are still relatively low most peofiled it extremely difficult to contribute to
health insurance. The proportion of wage earneveren by health insurance remains low
(50%). Some 64.5% of total health insurance funemees are contributions from the state
budget (including purchasing health insurance cdafsthe poor and for those with
entittements to social benefits, and for governm&aff). The policy on voluntary health
insurance has been amended to expand eligibilitgr@ and increase attractiveness through
increasing the benefits for voluntary health insgeacard holders, however this has made the
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health insurance fund balance more precarious duadterse selection among health
insurance participants. The state budget allocabomedical facilities is still based on the

number of planned beds, not on performance ofahgity/, which has also caused problems
in the planning and administration of hospitalsvelstment expenditure remains low,

resulting in many public health facilities fallingto disrepair. The user fee policy has not yet
been revised and does not fully account for thescolsproviding services, leading to lack of

incentives for efficient use of financial resourc&be “fee for service” method of payment

creates incentives for abuse of health serviceg. dlbsence of effective mechanisms for
controlling drug prices and the lack of a more siiie procedure in the selection of the list

of drugs to be paid for by health insurance are seseimportant contributors to overspending
of health insurance funds.

On health service delivery, one of the main difficulties is the overcrowdifaged in
provincial and central hospitals. This situatioraigyely due to the following: limited health
service quality at lower levels, service users’emtptions and need for high quality health
services, convenience of travelling, low differesida hospital fees between levels, etc.
Another reason for overcrowding is related to tmaricial management mechanism. As a
result of their financial autonomy, upper level pitesls are exploring ways to attract patients,
including patients with only mild diseases. Implenagion of the financial autonomy policy
in public hospitals is facing many difficulties laerse of the limited management capacity
and out-of-date equipment and infrastructure. Meeepthe combination of private-public
partnerships in mobilizing social resources in mubbspitals has been given insufficient
regulation and guidance. This has led to increasdise overuse of drugs and use of high-
tech medical equipment to increase revenues, irgguit the increased burden of direct costs
for patients. The private medical sector is pred@igly developing in wealthier areas and
focused on providing out-patient services or highdced medical procedures. Overall
supervision of the activities of the private medlgector is very limited. The organization of
the preventive medicine system, the professionilis sl staff and the equipment available
for preventive medicine are all limited, especialtythe grassroots level. The ability to supply
health care services and the quality of care amglitées of the commune health stations,
especially in remote areas, face many limitationd aeeds to be improved. Strengthening
and developing the village health worker networtkgjether with strengthening military-
civilian medical cooperation are very importantimplementing PHC for people in the
remote and extremely disadvantaged areas.

3. Orientation for development of Viet Nam's health care system in the
coming years

Based on the policies of the Party and the Goventhntkee Viethamese health sector
will continue its development in the coming yearéne with the following guidelines:

= Reforming and completing the medical system withoaientation towards equity,
efficiency and development, aiming to create adgexdus opportunities for the
protection, care and promotion of the people’s theaith ever improving qualiy,
appropriate with the socio-economic developmenhefcountry.

* Increasing state budget investments to go alonly saicial mobilization for health
care and effective implementation of assistancstdte policy beneficiaries and the
poor in caring for and promoting their health.
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= Reforming and refining health financing policieslwan orientation toward rapidly
increasing the share of public health finance (drig state budget and health
insurance), gradually reducing direct out-of-pogb@yments from patients.

= Capacity building and increasing the number of thestiaff at the grassroots level.

= Strengthening effectiveness of state administraiioarder to improve efficiency in
health sector activities with an orientation towarequity, efficiency and
development.

In accordance with the orientating guidelines oatli above, the main tasks which
need to continue to be implemented in 2009 inc[ud§&

1) To satisfactorily implement Resolution No. 46-NQ/D# the Politburo and
Resolution No. 18/2008/QH12 of the National Assgmklontinue to formulate and refine
draft laws for Tobacco control, Food hygiene anétyaand Examination and treatment with
associated legal documents in order to develohéiadth system and improve the quality of
health services, strengthen health care for the, pbe people living in disadvantaged areas,
including proposals to increase the norm for fuadscated to cover costs of care for
children under age 6, strengthen information, etioiceand communication (IEC), motivate
and assist the near poor to purchase health inseiratrengthen training of human resources,
promote medical ethics and accountability of healtlorkers, and intensify social
mobilization in order to mobilize resources for hiea

2) Regarding preventive medicine and food hygiene safdty To strengthen the
information and reporting system, develop the emideearly warning system and rapid
response system; conduct surveillance and earlyagement of epidemic reservoirs,
minimize the mortality rate and contain large epie outbreaks. To properly implement
national target programmes, overcome difficultiesaintered by the expanded programme
on immunization (EPI) and promote activities onriionh. To conduct communication
activities so as to make the public understand muéctively implement self-protection
activities against diseases, carry out the devedoppinof the healthy—cultural vilage
movement, and the rural sanitation movement witteghprojects, namely clean water,
hygienic latrines and bathrooms, in order to lienitd gradually eliminate harm to people’s
health stemming from unhealthy and unhygienic austand lifestyles or contaminated
environments, and ultimately to reduce the morpidihd mortality rates associated with
epidemic diseases.

3) Regarding curative care and rehabilitatiohio continue enhancing imple mentation
of the MoH Directive No. 06/2007/CT-BYT on the ingwement of medical service quality,
with special attention to be paid to the reductbmveruse of drugs, paraclinical testing and
high-tech services, which lead to unnecessary clostpatients; and the carrying out of
education to raise medical ethics. To strengthehnieal/professional training and refresher
training and technology transfer for the lower lsvia order to enhance effective utilization
of the infrastructure and equipment in health ctaeilities, especially in hospitals at
grassroots level which have benefitted from redaméstments, and thus to address the
situation of overcrowding or hospital bed sharinghbspitals at the central level and in the
larger cities. To mobilize sources of financial@stment and more fully utilize the current
infrastructure in order to increase the number adpiital beds; establish new hospitals, and
develop private hospitals.
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To develop traditional medicine in both the pulalied private sectors on the basis of
the appropriate implementation of Prime Ministeidcision No. 222/QD-TTg and Party
Central Committee Secretariat Directive No. 24.

4) Regarding organizational structure and human reseutevelopmenio continue
elaboration of the health care facility system fridma central level to local level pursuant to
Decree No. 188/2007/ND-CP; Decree Nos. 13 and D&/AMD-CP on the organizational
structure of professional bodies in localities; abDdcree No. 79/2008/ND-CP on the
organizational system of management, inspection tastihg of food hygiene and safety,
vaccines, medical biological products, and injumgvention. To increase investment in
upgrading health human resource training instingjancrease the quota of student intake by
a minimum of 30% in comparison with 2008; promod¢entcact training and expand other
forms of training in order to ensure the quantitg d&abour structure for the human resources
of health facilities in the forthcoming period. Tontinue implementing MoH Decision 1816
in 2008 on rotating health professionals to worloater level health facilities.

To strengthen scientific research activities areapplication of research findings in
medical examination and treatment, preventive nieelicpharmaceutical, vaccine and
biological product manufacturing, training, statamragement, policy making, etc.

5) Regarding activities in population/family planniagd reproductive health care
To continue strengthening and stabilizing the oizg#ional structure at provincial and
district levels. To enhance IEC activities and gaout a consistent set of interventions to
control the population growth rate, improve the lyaf pilot interventions and the scaling-
up of socio-economic and technical intervention eiedand solutions, with the aim of
reaching the targets set for fertiity rates and satios at births as well as improving
population quality.

6) Regarding the pharmaceutical sectdo ensure the adequacy of essential drugs
for medical services and to conduct effective messio stabilize drug prices. To intensify
monitoring and supervision in drug quality assuean@o enhance implementation of
measures for the safe and rational use of drugs,ghadually reducing the overuse of drugs
in treatment at public and private health fac#itieTo develop the master plan for
pharmaceutical, materials and traditional medidgtistry development. To guide localities
and units to properly carry out the competitivedind) process for drug procurement as
regulated, moving towards collective competitiveldang within provinces to contribute to
drug price stabilization.

7) To implement the Project orfiRenovation in performance and financial
mechanisms, including salary and health care servicices, for public health service
facilities”: To accelerate implementation of comprehensiveramy in accordance with
Government Decree No. 43/2006/ND-CP. To issue aulir giving specific guidance
regarding Decree No. 69/2008/ND-CP on joint vergunepublic hospitals, especially clearly
identifying an appropriate public-private finanaméchanism in this field.

To focus on the investment and upgrade of disémat inter-district regional general
hospitals in line with Prime Ministerial DecisionoN47/2008/QD-TTg; to develop and
submit to the Prime Minister for approval the Pcbjproposal on investment in upgrading
provincial general hospitals in mountainous andadisntaged areas, commune health
stations, TB, psychiatric, paediatric, and cancespitals with government bonds for
implementation in 2009; to initially develop examiion and testing centres sufficient to
operate in accordance with Prime Ministerial DerisiNo. 154/2006/QD-TTg and
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Government Decree No. 79/2008/ND-CP; to increagesiment to upgrade, consolidate and
complete the provincial preventive medicine system district preventive medicine centres.

8) To continue to expand international cooperatimiaterally and multilaterally, with
governmental and non-governmental organizations QNG banks, and financial
organizations in order to attract investment resesiraccess new and advanced technology
in the world, and contribute to the accelerationtle integration process in the medico-
pharmaceutical area. To efficiently implement petgesupported by official development
assistance (ODA) or NGOs.

9) Regarding state administration and inspectiomo focus on intensifying
administrative reform, bringing democracy into fulhy at the grassroots level, and applying
information technology in the management of pulskvice facilities. To enhance health
inspection activities, and increase the effectissrend efficiency of state management.

The above offers a brief assessment of some girthgress and changes in the health
sector in recent times and the orientation andstdsk developing the health sector in the
forthcoming period. This assessment identifies sofmthe many pressing problems facing
the health sector, particularly related to healdhicges and financial mechanisms. Viet Nam
has decided to apply a health financing model wihsiolves pooling and cross-subsidies
from low risk to high risk groups and from the richthe poor. This will be achieved through
increasing the share of total health expendituag¢ domes from public sources, effectively
distributing and using these resources and impléimgnmechanisms to enhance
accountability and transparency in the health fomag mechanism. The implementation of
this orientation will be particularly challengingnd will require a step-by-step resolution of
difficulties through the reform of the health fiamg policy in a positive and appropriate
direction. Therefore, the MoH and the HPG have edjen health financing as the main topic
of the JAHR 2008.
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Chapter II. Overview of health financing in Viet Na m

This chapter provides an overall description of Wietnamese health financing
system, financial resources which are being mallifor health, financial mechanisms being
applied, and levels of health expenditure. Somé&lmscepts in health financing used in this
report are also introduced. This chapter also pexisome international comparisons and
projections on Viet Nam health financing to thery2@10.

1. Basic concepts and features of the health financ  ing system

1.1. Health financing system objectives and functio ns

The health financing system is an important compomé the health system, with
four main objectives:

= To mobilize sufficient financial resources for hbatare;

» To manage and allocate resources in line with tientation of equity and efficiency
(allocative efficiency);

= To promote quality improvement and effectivenesssamnvice delivery (technical
efficiency);

= To protect the people from financial risks causgdhéalth care costs.

In order to achieve the above objectives, the hdalancing system should undertake
the three following main functions:

= Mobilizing financial resourcethrough the tax collection system of the Governimen
health insurance premium collection and other meisihas such as taxes or fees
imposed on use of tobacco, alcohol, means of tategipn, to obtain an adequate
financial pool, mobilized in an equitable manner,be used for health care of the
community.

= Accumulation/Pooling/Financial fundhanagement to ensure effective management,
avoidance of leakages, a stronger voice for pussisasvhen negotiating with
providers, ensuring sufficient financial resourdes health priorities of society and
risk pooling among community members.

= Services payment or purchasing and allocation aidfuto providerdo achieve the
highest possible health outcomes, satisfy the péopkalth needs at lowest cost, and
assist the people, especially the poor, to aveidrial risks; payment mechanisms
that create appropriate financial incentives toriowe quality and efficiency of
service provision.

Of the above-mentioned functions, pooling is impattfor ensuring the objective of
risk sharing and household financial protection. drder to undertake this function,
employers, businesses, and households must malebations in advance (pre-payment)
before illness or service utilization. Examplesprépayments include contributions from
households or businesses to taxes (where parx oét@nues are allocated to health care), or
health insurance (all revenues used for health)c@ee-payments allow for a financial
intermediary to collect, accumulate and pool fundthen the fund management agency
reimburses service providers, it also means thafittancial costs of care for an individual
are paid from a fund collected from many contrilbsitd his also means that risks have been
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shared. The level of pre-payment and the capaoitypboling are the two basic factors to
ensure risk sharing and financial protection. Intaast, if an ill patient must pay all medical
costs directly, no pooling or risk sharing occuihen the fund holding agency purchases
services in atrategicmanner, representing a large part of the populatiariso means that
the fund holding unit has greater power to neget@iantity, quality and service price with
service providers. This is not possible when eamls@hold pays its own health care costs.

The approach used to undertake the three functibrise health financing system
above has a significant impact on the health caséem because the health financing system
will determine who can get access to services, wWiatquality of the service will be, how
many people could fall into poverty due to healdrec costs, and whether or not the
government can control the costs of the health sgseem.

1.2. Health financing mechanisms

The way that a country chooses to exercise the thiections mentioned above will
create different health financing mechanisms. Comnfealth financing mechanisms
employed around the world at present include:

» Tax-based health financing— the state budget isctly allocated to the service
delivery system;

= Social health insurance —employees and employeysthpa compulsory premiums
based on employees’ incomes. Health insurance lsarba expanded to cover other
population groups in the society such as the pduldren, and those who are entitled
to social security, etc. with health insurance prens paid through a government
subsidy or other sources of contribution;

* Private health insurance based system — a formomeprbfit, privately managed
voluntary health insurance. However, unlike theiaobealth insurance system,
private health insurance premiums are assessedd basethe health risks of
individuals or groups (for example, the elderly gyebple suffering from chronic
diseases may have to pay a higher premium. Iniaddithe cost of treatment for pre-
existing conditions may not be reimbursed, andames cases high-risk individuals
may be denied coverage in a particular health arste scheme.)

= Community-based health insurance - wusually smalesc covering small
communities, involving voluntary participation, angith premiums and benefit
packages determined by consensus in the commButth models are mostly self-
managed by the community. Due to their small sthe, pooling and risk sharing
aspects are usually limited.

= Direct out-of-pocket payments by households tothesgrvice providers at the time
the household uses or purchases goods or services.

= Health financing from external sources (loans ar@real aid coordinated by the
state). Extremely poor and disadvantaged countnes be largely dependent on this
mechanism. This financing source is often allocathcectly to providers to
implement priority health programmes.

1.3. Equity in the health financing system

The way that a country undertakes the three funstaf health financing affects the
level of equity in the health system in generake($ee concept of health equity in the
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Introduction section of this report). In health dnting, two aspects of equity are often
considered: equity in financial contribution anduigg in benefiting from use of health
services.

In principle, equity in financial contribution mesthat contributions are made based
on the ability to pay. People with higher incomenttibute more while those with lower
income contribute less. Thus, contributions to t@alth system through income tax are
considered to be an equitable form of contributi@ontributions to social health insurance,
paid in proportion to worker income, are also cdestd to be equitable. Those who have
low income or no income are either exempt from hguwo pay premiums or are offered
subsidies from the government. Meanwhile, equityeiceiving benefits means beneficiaries
receive health services according to their needredical care. Benefits do not depend on
the amount contributed. The benefits received rédeboth access and the quality of care
(technical qualityj. This, then, is the difference between the conaphealth equity
compared to the concept of economic equity in tlekat economy.

Of the financial mechanisms mentioned above, tt& tiivo, namely tax-based health
financing and social insurance, are much more ablgitthan the mechanism relying on
direct household out-of-pocket spending on headite.cThe first two financial mechanisms
are based on the principle of pre-payment, accumounland pooling, with a clear separation
between level of contribution and benefits, whishwvhat allows for risk sharing. In contrast,
the mechanism of direct out-of-pocket householdthespenditures (such as direct payment
of hospital user fees) do not incorporate poolingrisk sharing. With this mechanism,
without assistance from the State, people who daatfiord care will not be able to access
services, will receive services of poor qualitywoll impoverish themselves when paying the
costs of care. Private and community-based hefdilrance do incorporate pooling and risk
sharing, but to a more limited extent because Hoalde with high risk or inability to make
contributions are excluded.

1.4. Total national health expenditure, public and private health expenditures

Total national health expenditure

Total national health expenditurepresents the total expenditure of society ottinea
and consists of two main sources, namely publicpivdite e xpenditures on health care.

Total national health expenditure = Public health expenditure + Private health
expenditure

Put simply, when a service is paid for from state revenue, social health insurance
funds or from an ODA source (coordinated by the &@oment), that expenditure is called
public expenditure.

Public health expenditure = State budget expenditure on health (excluding st  ate

budget expenditure through health insurance) 4+ Social health insurance fund
expenditure + ODA expenditure

3 Quality of health services consists of 2 components: clinical quality and service quality. In
discussions of equity we emphasize clinical quality.
4 State budget contributions to health insurance are excluded to avoid double counting as these are
already included in health insurance expenditures.
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Direct expenditure made by individuals or housetdtilthe service providers when
they fall ill and use services, or purchase drugs leealth-related equipment or materials is
called private expenditure. According to this diéim, hospital fees and other co-payments
(made by medical examination and treatment undaitthénsurance) paid directly by the
patient out-of-pocket at either public or privatshitals are considered private expenditure.
In addition, private expenditure also includes tieakpenditures made by businesses, social
and charitable organizations, although these terize tsmall. Expenditures from private for-
profit health insurance funds is also consideredhpe expenditure.

Private health expenditure = out-of-pocket household health expenditure +
health expenditure of charitable organizations and businesses (excluding
contributions from businesses to social health insu rance) 5+ Private health insurance
expenditure

The two concepts of public and private health exgere help answer the question
“Who pays for health services?”, and are not reldate“who provides health services.” In
reality, public health expenditure usually pays lpuproviders, but it can also be used to pay
private providers (such as when social health arste reimburses private hospitals).
Similarly, private expenditure can go to public yiders (such as user fees paid by patients to
hospitals) or private providers. Globally, almodt @untries have developed a health
financing system based on a mix of public and peivexpenditures. Strategically, however,
to attain the objective of equity in health carepsincountries are increasing the public
expenditure share while decreasing the proportiopeople paying health care fees out-of-
pocket. Public expenditure is usually more equéalih contributions), embodies a greater
degree of sharing (in benefits). Private expendjtespecially out-of-pocket expenditures of
households when suffering illness, are consideoebet very inequitable, and the cause of
economic difficulties and impoverishment.

2. The Vietnamese health financing system

2.1. Health finance flows and mechanisms

Health financing flows in Viet Nam are describedrigure 2, and show the financial flows
from the contributors (the people, enterpriseghfee collecting/pooling units, to the fund
management units and finally to the service pragid&here are two major public financial
flows that supply funding to health care in Vietlanamely the state budget allocated
directly to service providers, through the MoH aRdovincial Health and Finance
Departments, and the flow from the social healduiiance fund. In recent years, in order to
provide improved health care for the poor, the @Gonent has allocated state budget to the
health insurance fund as a way of purchasing héadtirance for the poor and those eligible
for social policy entitlements. Apart from thoseotwublic finance mechanisms, another
relatively large financial flow is household dirextt-of-pocket payments to service providers
or to pharmacies to buy drugs when ill. This finahdlow is reflected by the bold line,
representing the payments from households dirdotlyroviders (Figure 2). At present, the
health financing system in Viet Nam is heavily degent on those direct payments. Other
financial flows (ODA, private health insurance, etlprivate expenditure) are currently a
relatively minor proportion of total health expetudes.

5 Contributions by entreprises to health insurance are not counted here to avoid double counting
because these expenditures were already counted in health insurance expenditures
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In recent years, social mobilization of health at#éis has been advocated by the
Government in order to mobilize all available reses in the society (including financial
resources) at a time when public investment inthefalls short of need. Under this policy,
private investment in the health sector has inegasowever, as this is private investment,
there is pressure for these investments to yiefdadit. This has led to both positive and
negative effects on the health system; effects Goeernment would like studied more
comprehensively in order to appropriately revistcps [11]. While implementing the social
mobilization policy in the health sector, the Gowaent continues to affirm that that it will
increase the state budget for health in order ldeae the objectives of equity and efficiency
in the health sector.

Figure 2: Health finance flows in Viet Nam
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2.2. The level of health expenditures

In total, health spending in Viet Nam amounts tpragimately 5% - 6% of GDP on
health care and this trend has shown steady griowtcent years from about 4.9% of GDP
in 1999 to 5.9% of GDP in 2005 (see Figure 3). Thibasically in line with other countries
in the world with low and middle income (i.e. thoséth per capita GDP of $500 — 2,000)
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who also spend between 5% and 6% on health caavenage. Therefore, Viet Nam’s total
health expenditure is not considered as low. Howepeblic expenditure on health care
accounts for only about 30% of total health exptmei This proportion is considered very
low among low and middle income countries.

Figure 3: Health financing trends in Viet Nam, 1999  — 2005
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1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005

as % of GDP

Health expenditure

O Private expenditure | 3.28% | 3.78% | 3.91% | 3.64% | 3.65% | 4.13% | 4.49%
B Public expenditure | 1.60% | 1.47% | 1.68% | 1.50% | 1.56%| 1.39% | 1.42%

Source: National Health Accounts, MoH, 2008 [12]

2.3. Structure of health expenditures

Figure 4 depicts the structure of health expenditir Viet Nam by source and
financing mechanism in 2005 (the latest year foictvicomplete data are available). The
figure indicates health financing in Viet Nam iglly dependent on household out-of-pocket
expenditures (accounting for some 67% of total theakpenditure) while health care
expenditure from public financial sources accouiots some 27% (including the central
budget 6%, local budget 10%, ODA 2%, and socialirasce, primarily health insurance
about 9%). In 2006, with the implementation of BeEcNo. 63 on Health insurance, in which
the health insurance benefit package was expamitddha number of health insurance card
holders was increased (the poor, voluntary heakbrance members), it was estimated that
expenditure from health insurance funds accourded 3% of total health expenditure [12].
In practice, this proportion is still too low to ®me that health insurance becomes a strong
enough agent to strategically purchase health saméces for more than 30 million health
insurance card holders.

® public expenditure here includes state budget expenditures, expenditures of the health insurance
fund and ODA.
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Figure 4: Structure of sources of health expenditur es in Viet Nam, 2005
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Monitoring and projecting the structure of healttpenditure over time can help to
analyse the process of change in sources of fundimgjeffects of health policies, especially
health financing policies. Policy planners can rnamihe structure of health expenditure to
have a basis for dialogue or to propose recommimdabn health financing policies to the
Government and concerned sectors.

2.4. International comparisons

Globally, when countries become more affluent andPGper capita increases,
governments also allocate more funding to healigu¢E 5). In middle and high income
countries (groups 5 to 10), public health expemditaccounts for 10 — 15% of the total
government expenditure. Currently, Viet Nam is rethkn group 4 by GDP/capita (PPP US$
3,300). However, public health expenditure only aaods for about 5% of total public
spending while this spending in other countriethim» same income group accounts for some
9%. It is estimated that Viet Nam will join the rdid income countries (group 5) by 2010.
This is one of the reasons for considering that pheportion of Viet Nam's public
expenditure on health should be increased in otdereach the average level of other
countries with similar levels of income.
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Figure 5: Health expenditures of the nations of the world, 2005
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Figure 6 depicts the structure of health expenditir the nations of the world in
groups ranked by GDP/capita in US$ in 2005. Oneegdicomment to note is that the higher
the income level, the greater the public expendigirare in total health expenditures through
maintaining the share of state budget health expeed, while increasing health insurance
expenditures to gradually replace household oyemket spending. In the fourth income
group (which contains Viet Nam), public expenditaecounts for about 45% of the total
health expenditure while private spending (mostheac household spending) accounts for
55%. According to 2005 data (Figure 4), the proparin Viet Nam is about 27% for public
expenditure and 73% for private expenditure (incigchousehold out-of-pocket expenditure
and other private spending). Therefore, the privagpenditure level in Viet Nam is
significantly higher than that in other countriesthe same income group. Similarly, as
analysed in section 2.2 above, with the currenneouc growth rate, the health financing
situation in Viet Nam could be improved in the cogwears.
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Figure 6: Structure of sources of health expenditur e in the nations of the world, 2005
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3. Health financing projection for Viet Nam to the year 2010

3.1. Strategic objectives of health financing devel  opment in Viet Nam

Over the past few years, the Party and the GovarhokeViet Nam have oriented
development of the health care system towards yequntl efficiency. In 2005, Politburo
Resolution No. 46 clearly set the strategic obyector health financing in Viet Nam, namely
“To renovate and refine the health financing polisith an orientation towards rapidly
increasing the share of public financial resour¢esluding state budget and health
insurance), thereby gradually reducing direct payséy the patient”. During the May 2008
session, the National Assembly passed ResolutiariBl@esolving to “Increase the share of
the annual budget for health care services”.

3.2. Factors influencing health financing need in V. iet Nam

Objective factors

Viet Nam has witnessed high economic growth rate20i06 and 2007, at 8.2% and
8.5%, respectively, while investment and publicrepeg by the Government have increased
substantially in many areas, including health cédlewever, 2008 has seen a decline in the
economic growth rate, as a result of which pubensiing has also had to be restricted in a
concerted effort to contain inflation. It is esti®d that the economic growth rate in 2008 will
be below 7%. The year 2009 is expected to see @ncex decrease in inflation, but the
economy is unlikely to recover immediately as altesnd thus the economic growth rate is
unlikely to surpass 7%. The economy is likely te stable development in 2010, with a
relatively high growth rate, and thus Viet Nam wbhbve opportunities to invest more in
health care and other social security measures.
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Along with economic growth, improvement has alserbenade in the incomes and
living conditions of the people. The higher theliagbof the people to pay for services, the
higher the need to improve the living conditionsl dealth of the people. The health service
provision system, especially the private healthtesys will develop considerably, both in
terms of quality and quantity. New and modern tedtgies will be utilized in medical
services. This is a factor that will lead to inges.in total national health expenditures.

The disease patterns among the Vietnamese populatie changing, with an
increasing trend toward non-communicable chroniclifestyle-related diseases such as
cardiovascular disease, diabetes, cancer, HIV, ahdimess, injuries, etc. The cost to cover
these disease groups is an additional burden, wieldealth system still has to deal with and
control communicable disease and emerging diseases.

Policy factors (normative)

In recent years, many important guidelines anctjgdihave been issued by the Party
and the Government on health care system develdpmegeneral and health financing
policies in particular. Policies issued recentlyd @nes to be issued in the near future, which
are likely to impact on health financing include:

Policies on state budget allocation:

» Issuing government bonds to invest in and upgrasteict and inter-district regional
general hospitals (Decision No. 47/2008/QD-TTg),mowne health stations
(Decision No. 950/2007/QD-TTg), hospitals speciatizin TB, mental illness,
cancer, paediatrics, and some provincial hospitals the mountainous and
disadvantaged areas. It is projected that as macB,#0 bilion VND and 9,750
billion VND will be disbursed in 2008 and during @2011, respectively. Thus,
spending from the state budget for health wil bereased (especially investment
spending).

= National Assembly Resolution No. 18/2008/NQ-QH122i808 on increasing the
proportion of annual budget allocation for healdrecand increasing growth of the
health budget faster than growth in the overaltestaudget. If localities commit to
implementing this Resolution, then spending on thekbm the central and local
budgets will increase.

Policies on Health Insurance:

= Applying the increase in state subsidized healturiance premiums for social policy
beneficiaries to 3% of the current minimum sala®y. [As planned, the minimum
salary is expected to increase in the near fufliis health financing from health
insurance is likely to increase.

= Implementing the policy to subsidize at least 53%he health insurance premium for
the near poor, if the near poor participate in themlsurance, then both revenues and
spending through health insurance are likely todase.

= The Health Insurance Law was passed by the Natidss¢ mbly at the end of 2008,
heath insurance coverage will be expanded, firsillofo chidren under age 6, the
near poor, and then to students (to cover bothadghgpils and university students)
and dependents of employees in the formal sectus. Will increase both revenues
and expenditures through the health insurance méstha
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With implementation of the newly passed Heath lasue Law, compliance by
businesses, especially private businesses, is &péc increase, the premium for
compulsory health insurance may increase to as ms@?% of salary, therefore, both
the number of people involved and contributionsrirthe formal sector could be
increased — increasing both revenues and expeeslithrough health insurance.

If the user fee schedule is adjusted to cover dodts, and if the current “fee-for-
service” provider payment mechanism is maintaingdViietnam Social Security
Agency (VSS) — spending through the health inswdnnd will be increased.

Policies on hospital management and finance reforms

Accelerating social mobilization of resources tlgloyoint-ventures, collaborations,
and mobilization of private investment resources Health will lead to increased
revenues at health facilities, and may lead toeiased out-of-pocket payments by
households.

Implementing the hospital financial autonomizatpwlicy may encourage provider-
induced demand to increase extra-budgetary reverams is likely to lead to
increased out-of-pocket health spending.

Modernizing and upgrading medical technologiesnistiaer factor that will lead to
medical service costs rising in general.

The private health care system is encouraged tarekpo the people can access more
services, which will lead to increased health exeine, much of which wil come
from household out-of-pocket expenditures.

3.3. Projection of health financing trends to they  ear 2010

Figure 7 provides a health financing trend for pleeiod 2002-2010, with relatively

optimistic predictions, and reflecting basic chanffem the period 2002-2005 to the period
2006-2010. In this model, the 2002-2005 data akerntafrom the finalized account
information in the National Health Accounts, 200832 data are estimated, and 2008-2010
data are a projection.

2010:

This projection is made based on the following agstions. From now till the year

The Viethamese economy will overcome the recessi@®08 and develop and grow
more stably in the following years.

Local state budget for health will increase sultsdiy (especially for investments in

basic infrastructure construction to upgrade hefaltfilities at district and commune
levels, and in disadvantaged areas, through isggmgrnment bonds), accounting for
15% of the total health expenditure (10% in 2005).

The central budget allocation will continue to e&se, with an expectation that it will
reach 8.5% of total health expenditure (6% in 2005)

Rapid growth in the health insurance fund, withreamease in expenditures for groups
subsidized by the State and with the participatbrthe near poor. Participation of
workers in the formal sector is also expected twease. Expenditure through health
insurance will account for 16.5% of the total heakpenditure (an increase from 9%

in 2005). If the Government expands health inswarw/erage for the dependents of
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employees in 2010, health insurance fund expersditin the future may increase
even further.

* Public health expenditures grow faster than housdetiicect out-of-pocket spending,
leading to a decline in the relative share of exiteres from household out-of-pocket
spending from 67% in 2005 to 53.5% in 2010.

*» The Government issues sound policies to controica¢dervice costs and drug costs,
in both private and public sectors.

The data shown in Figure 7 indicate that in sucloatimistic context, while there is
an increasing absolute need (increase in totabmaltihealth expenditure), the proportion of
public spending in the total health expenditure alo increase. If Viet Nam sustains this
trend, it is projected that by 2015, public heaipenditure will account for over 50% and
become the key financial resource in the healtarising system, with the aim of achieving
equity in health care.

Figure 7: Projected trends in the structure of Viet Nam health expenditures, 2002—2010
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The assumptions above could come true if they appated by concrete financing
policies and solutions and if there is a strongeirination among both central and local
authorities to implement them. However, if the abownditions are not met as expected, or
the Viethamese economy continues to encountecdifies, or the level of growth in public
health expenditure is difficult to achieve, there tpredictions for the health financing
situation will be little different from the peria2D02-2005.
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Chapter Ill: State budget for health

Like in many other low and middle income countrigget Nam’s health financing
system is a mixed one, in which funding from thatestbudget plays a critical role in
implementing the state functions of protecting publealth and ensuring equity in health
care. As was discussed in Chapter Il, state budiges allocated to the health sector are one
component of public health expenditure. Other camepts — health insurance fund and
external assistance- will be discussed in otheptahna of this report. This chapter will focus
on analysing the current situation of state buégeenditure on health, the current allocation
and use of the state health budget, and highlighiemements and shortcomings. Based on
this analysis recommendations for the developmeshart and medium term financing plans
will be made in order to augment and increase ieff@y in using state budget expenditures
on health.

1. Overview of policies concerning the state budget for health

1.1 Prioritized use of state budget for health

During the process of reforming the Vietnamese tHe&é ctor since 1989, the health
financing system has witnessed multiple policy ref® for the purpose of mobilizing
different financing sources for health care, sustthe policies on hospital user fees, health
insurance, social mobilization for health, finan@atonomy, etc. Throughout the reform
process, the Party and Government have reaffirmel policy of prioritized allocation of
the state budget for health.

Resolutions from the "6 8" and §' Party Congresses, as well as thé" Harty
Congress (2006) clearly indicate the desire tocrgase investment from the state budget and
initiate a major drive to upgrade the grassroo@thecare network and health care system;
issue policies to support policy target groups, ple®r and low-income people to access
health care services; develop a preventive medsyséem; and provide knowledge and skills
for people so that each citizen can actively préwvksease and promote good health”. The
Politburo issued Resolution No. 46-NQ/TW dated 2B005, which clearly states
"Protection, care and improvement of the peopleslth is one of the priorities of the Party
and Government. State investment in health is densd as investment for development...".
The National Strategy for People’s Health Care Rratection during 2001 - 2010 also states:
“Investment in health from the state budget muay @ decisive role among all health care
financing sources. Strive to increase recurreneegjiure for health out of total state budget
expenditure. Prioritize investments in poor, mourtas, remote and isolated areas, and in
preventive care, traditional medicine, primary tie@lare at the grassroots level, health care
for the poor and target groups, ‘mother and chiidalth”. Government Resolution No.
05/2005/NQ-CP on the promotion of social mobiliaatifor health, education, culture and
sports also states that “the government shall noatio increase its investment in health to
assure sufficient budget for public health”.

Most recently, National Assembly Resolution No.2I®8/QH12 on strengthening
implementation of social mobilization policies tapgrove the quality of health care for the
people resolved to “increase the share of annatd $udget allocations for health, ensuring
that the rate of increase in budget spending oftthe&ceeds the average rate of increase of
overall state budget spending ...”
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1.2. Prioritized allocation of state health budget for disadvantaged areas,
grassroots health care, and preventive medicine

Relevant documents of the Party and Governmenticgtkplindicate priorities for
allocating the state budget for health to disacvged regions, remote areas, preventive
medicine and primary health care at the grassrewtd. National Assembly Resolution No.
18/2008/QH12 clearly states the need “to allocateast 30% of the total state health budget
to preventive medicine”. Norms for allocating stéitedget for health services under Prime
Ministerial Decision No. 151/2006/QD-TTg, dated 29ne 2006, also clearly reflect the
policy priority towards remote areas; as the noom rhountainous areas, ethnic minority
areas in the lowlands and remote areas is set7atiries that of urban areas, and for
extremely high areas and islands it is set atithdd that of urban areas. The maintenance of
state budget allocations for the implementatiomational target health programmes (from
1996 to date) have demonstrated the Party’'s an®tie’s concern regarding public health
and preventive medicine.

Investment capital has also been allocated to thssgoots health care network. In
2005, the Prime Minister promulgated Decision N26/2006/QD-TTg on upgrading district
and regional general hospitals with total funding the period 2005 — 2008 valued at 8,350
billion VND and Decision No. 950/2007/QD-TTg on &stment in construction of commune
health stations in the disadvantaged regions ferpgriod 2008 — 2010 with total funding
estimated at about 500 billion VND to be mobilizéwlough sale of government bonds. In
2008, Prime Ministerial Decision Nos. 24, 25, 2@, Rere issued regarding a variety of
mechanisms and policies to support socio-economieldpment until 2010 for provinces in
the North Central Coast, the South Central CohstQentral Highlands, the Mekong River
Delta, and the Northern Midlands and Mountainougiores, with stipulations that
village/hamlet health workers in those regions #thdne entitled to a stipend equivalent to
50% of minimum monthly salary. The above policieflect the State’s determination to
prioritize allocation of funds to disadvantagedasregrassroots health care and preventive
medicine.

1.3 Prioritized allocation of state budget to suppo rt social policy target groups

In line with the government orientation to redirelitect budget allocations away
from health facilities towards consumers of head#ivices, a series of important policy
initiatives has been promulgated. In 2002, Primeisterial Decision 139/2003/QD-TTg was
promulgated to establish a health care fund for gber in each province using national
budget funds; this marked a major turning pointsimpport for the poor, increasing the
number of beneficiaries covered and the benefiesy thre entitled to. According to
Government Decree 63/2005/ND-CP, all beneficiaoe®ecision 139 were issued health
insurance cards, increasing insurance coverageh®ormoor by some 15 million people,
accounting for 43.4% of the total number of heatgurance card holders. In early 2008, the
Prime Minister issued Decision No. 289/QD-TTg, dlats8 March 2008, increasing the
premium paid by the government to purchase headthrance for the poor from VND 80,000
per capita per year to VND 130,000 per capita maryand subsidizing at least 50% of the
health insurance premium for members of near poaséholds who enrol in the voluntary
health insurance scheme. This was followed by PriMeisterial Decision No.
117/2008/QD-TTg, dated 27 August 2008, which inseeh the amount paid by the
government to subsidize health insurance premiunse@al policy target group members to
3% of the minimum salary (given the fact that cotreminimum salary is VND
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540,000/month, the subsidized health insurance ipraris now VND 194,000 per capita per
year). This policy clearly reflects the Governmergbncern about ensuring equity in health
care.

According to Government Decree No. 36/2005/ND-CHldoen under 6 years old are
entitled to free health care at government healtle ¢acilities. Currently, free health care for
children under 6 years is being implement throwssluing free health care cards with direct
reimbursements to state-run health facilities Bawges used.

National Assembly Resolution No. 18/2008/QH12 rea$ the need “...To pay
attention to allocating budgets for providing hleatiare to meritorious people, the poor,
farmers, ethnic minorities, and people living ie thew economic zones, etc.”

1.4 Improving effectiveness in use of the state bud  get

A number of policies have come into effect intemgdio raise the efficiency of state
budget use, notably the preparation of the mede&mm texpenditure framework (MTEF) and
the autonomization policy (Decrees No. 10 and 48 implementation of the MTEF is
considered a vital change in the process of bugdgtning, which will help increase
effectiveness in allocation and use of the stategeu for health care in relation to
predetermined objectives based on accurate, censisdnd transparent information.
Preparation of the MTEF will assist in a more efilex allocation of resources according to
both health sector priorities and objectives ad aglsocio-economic development goals in
the country as a whole. Delegation of autonomy tideshealth care facilities, primarily
hospitals, started in 2002 under Decree No. 10/AUDACP with later adjustments under
Decree No. 43/2006/ND-CP. This is considered atiainstep in the decentralization of
authority and accountability of service units ie tinse of state budget, strengthening financial
management towards greater efficiency and control.

2. Current situation of the state budget allocated for health

2.1 Achievements

Increasing trend in the state budget allocated fohealth care

In recent years, the state budget allocation falthecare in absolute terms has
undergone clear improvements, better satisfyinguheing needs to provide health care for
the poor, children under 6 years, implementationnafional health target programmes,
epidemic control and district health system upgsade

Table 1 shows a steady annual increase in toté $tadget for health care, on
average at 22% for the period 2002-2006, with 2806ieving the largest increase at 50%,
more than double the 2002 allocation. Such growthloe explained in part by the increases
in the allocation norms for financial support te foor in accordance with Prime Ministerial
Decision No. 139/2002/QD-TTg and changes in theharism to use this funding through
purchase of compulsory health insurance for ther pomler Decree No. 63/2005/ND-CP.
Furthermore, the disbursement rate of funds usefide health services for children under 6
years of age in 2006 also increased consideralmypaced to 2005. Funding for provision of
health services at all levels also recorded af&gmit boost in 2006.
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Table 1: State budget for health, 2002 — 2006 (mill

ion VND)

Year State budget allocated State budget allocated Total state budget for
to different levels of via health insurance health
health services
2002 5,840,730 451,111 6,291,841
2003 7,201,414 514,223 7,715,637
2004 6,930,263 1,026,827 7,957,090
2005 7,968,197 1,112,889 9,081,086
2006 11,233,000 2,391,074 13,624,074

Source: National Health Accounts, MoH, 2008 [12] and calculation results based on revenue and expense figures
from Viet Nam Health Insurance, 2007 [14]

Figure 8 shows that during 2002 — 2006, the amolstate budget for health care, in
terms of current prices, increased each year, adthat different rates. However, when one
examines state budget for health in constant precetecrease is seen in 2004 compared to
2003 (see Figure 8). It is also noteworthy thatdbastant price figures for state budget are
much lower than those in current prices indicatimgf inflation in general and health specific
inflation in particular have had clear effects dwe tllocation of state budget in the health
sector.

Figure 8: State budget for health in terms of curre nt and constant prices, 2002 - 2006
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Source: National Health Accounts, MoH, 2008 [12]

In the past few years, efforts to increase theestmidget allocation for health care
have been debated in various forms and at diffel@mtls, such as via the mass media or
through direct communication with policy makers tine National Assembly and the
Government. The outcome of this advocacy processthat the 12 National Assembly, at
its 39 session, ratified Resolution No. 18/2008/QH12 tengthening implementation of
social mobilization policies to improve the qualibf health care for the people. The
Resolution resolved to “increase the share of anstae budget allocations for health,
ensuring that the rate of increase in budget spgndn health exceeds the average rate of
increase of overall state budget spending ...".
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Strengthened decentralization of manage ment of statbudget for health

The state budget for health is allocated throughctimtral budget and local budgets.
Analysis of the structure of state budget spentindevel indicates a relatively high level of
decentralization in health financing. Accordingthe 2005 National Health Accounts, the
national level accounted for 36.8% of total statalth budget expenditures, while the
provincial level accounted for 44.7%, the disti@tel 16.2% and the commune level 2.3%.
This is consistent with financial management regpaints under the State Budget Law.

The state budget plays a crucial role in develognmes stment for the health sector.
Of total social health expenditures, the proporspent on development investment was only
8.7%. However, the majority of this developmenteistment expenditure (some 70%) came
from the state budget. Development investment énethtire health sector as a share of state
budget health expenditure is 37%, with higher shagent at the national and provincial
levels, 46% and 51% respectively [12]. This medra there is virtually no state budget
funding for development investment of the grassd®alth care network. This explains the
weaknesses in terms of physical facilities and mment at the district and commune levels.
This issue has nevertheless been recognized bytéivernment and solutions have been
sought through the issuance of two Decisions oritalajppvestment for the districts and
communes, i.e. Decision No. 225/2005/QD-TTg regagdipgrades of district and inter-
district general hospitals with an accumulated fohND 8,350 billion earmarked for the
period 2005 — 2008 and Decision N0.950/2005/QD-0hgthe establishment of commune
health stations in disadvantaged areas for 2008010 2n a bid to achieve national
standardization of the commune health system.

Increased efficiency in use of the state budget fdrealth care

State budget spent on health services

The efficiency of budget allocations depends onpiaeess of budget planning and
allocation. Recently, as part of the Project onlipuinancial management reform, the MoH
has developed a MTEF for 2006 — 2008. Accordinth&oMinistry of Finance, this is seen as
a new element in the process of state budget pign@iurrently, health care budget planning
and allocation conforms with the provisions of tBtate Budget Law, which is clearly
decentralized. The local budget for health is @ted to localities based on the population
with coefficients to adjust the amount by regionPrime Ministerial Decision No.
151/2006/QD-TTg. When the budget is transferredht® local level, specific allocations,
e.g., to preventive or curative care, to variousgitals and preventive medicine facilities, are
decided by the Provincial People’s Committee — thase government norms and local
financial and socio-economic conditions — and stiswhi to the People’s Council for
approval. Overall, population-based budget allecetifor localities rely on local peoples’
needs for health care with balancing adjustmenfficeants across regions in order to
guarantee equity.

The autonomy given to public fee-collecting serviostitutions by Decree No.
10/2002/ND-CP and later Decree No. 43/2006/ND-C®rbaulted in an important change in
financial management mechanisms for many instiistiancluding public hospitals. This
policy allows hospitals greater autonomy in finahdssues and in the hiring of staff, in
arranging unified management of revenues and exjpead, facilitating increases in facility
revenues to cover operating costs. The benefitth@fpolicy are that it creates stronger
economic incentives for staff; it expands the scopenanagement within health services;
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and promotes technical efficiency in the provisadrhealth services. In this context, the shift
in budget allocation from service providers towarsdsvice users by means of health
insurance card payment support seems an effectiethad to guarantee equity and
effectiveness in utilizing the state budget forltreeare.

At present, almost 60% of the total recurrent statdget allocated to health care is
used for payment of salaries, allowances and agmoof social insurance for health workers.
According to USAID recommendations on health systssessment indicators, a share of
state spending on staff salaries lower than 6086rnsidered appropriate.

State budget spent on target programmes

Apart from expenditure for health services cogsts, state budget is also allocated to
achieve specific objectives, such as health casgrammes for the poor, health care services
for children under 6 years old, national targetgsaonmes for prevention and control of some
social diseases, dangerous epidemics and HIV/AHDS, To a certain extent, one could say
that the state budget used for purposes of agpistgers through payment for health
insurance cards for the poor or using the stategdiutb attain specific objectives in the
national target health programmes, reflects optimtiiciency in use of state budget
resources. Under this approach, state budget tithosaare determined based on outputs such
as the number of beneficiaries (the poor, childneder 6 years) or other desirable targets like
reduction in infection and mortality rates, etcn (ihe case of national health target
programmes). In addition, these supporting programare all very highly equity oriented as
their target groups are vulnerable categories anmadih service beneficiaries, namely the
poor, children, inhabitants of remote and mountasareas.

2.2 Shortcomings

Increased state budget allocations for health do nget meet actual need

Although the state budget allocated to health ha®ased in absolute terms, trends of
indicators in relative terms do not indicate angcsal priority given to the health sector in
allocating state budget, nor in satisfying the atteeds of the sector.

In 2006, the state budget spent on health careomés 1.4% of Gross Domestic
Product (GDP) [12]. As indicated by the Nationaldle Accounts, the share of state budget
spent on health care during 2002 — 2006 never ssedathe 5% benchmark. According to
informal estimates of the Ministry of Finance, tBlgare has increased over the past 2 years,
reaching 7.1% of total state budget spending in720@t according to the World Health
Organization, to ensure that essential health sesvare provided to people in developing
countries, state budget spending on health care¢ mash at least 10% of total state budget
expenditure [15]. Compared to the overall sociallitee xpenditure, state budget spending on
health accounted for only 21.7% in 2006. Throughbetfive-year period 2002 — 2006, state
budget funding for health care never equalled nime& 25% of the total health expenditure
(see Figure 9). In addition, according to WHO, ey to maintain equity in health care
financing, public health spending (mainly from state budget for health care) should reach
at least 50% of social health spending [15].

38



Chapter IV. State budget for health

Figure 9: The state budget for health comparedtot  otal health expenditure and total
state budget expenditure, 2002 — 2006

30
a .«
- 20 '\/ —— State budget spent on
S health/total health
o 15 spending
]
= 10 State budget spent on
health/total state budget
5 spending
0

2002 2003 2004 2005 2006
Source: National Health Accounts, MoH, 2008 [12]

Table 2 provides comparative data on specific deteants associated with state
budget funding for health care in Viet Nam in rielatto some other countries in the South-
East Asia region, based on WHO data for 2008. $tadiget for health care here includes the
entire portion of social insurance spent on heedtte. The data reveals that Viet Nam has
achieved a relatively high ratio of overall heatttated expenditure, given the development
level of the national economy. State budget fundorghealth care in comparison to total
health expenditure and total state budget expemditu general, however, remains low in
comparison to other countries (see Table 2).

Table 2: Comparison of selected health financing in dicators in Viet Nam with selected
countries in the region (2005)

Country Total health Public health Public health
expenditure / GDP expenditure / Total expenditure / Total
(%) health expenditure public expenditure
(%) (%)
China 4.7 38.8 10.0
Malaysia 4.2 44.8 7.0
Indonesia 2.1 46.6 5.1
Philippines 3.2 36.6 5.5
Singapore 3.5 31.9 5.6
Republic of Korea 5.9 53.0 10.9
Viet Nam 6.0 27.0 5.2

Source: WHO Statistical Information System (WHOSIS), 2008 [13]; and National Health Accounts, MoH, 2008
[12]

The structure of state budget spending is not focesl enough on priority areas

Despite much concern and more investment, statgdilgpending on health care in
Viet Nam is still low compared with the internataraverage of other countries with similar
income levels, as well as in comparison with timaricial requirements to perform the basic
public health functions.
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Structural analysis of the state budget by fieldsoperation, levels of care and
geographic region shows that the state budgetc@digeat sub-national levels, has yet to be
adequately channelled towards areas of priority aighed with the health-related roles
prioritized by the State, e.g. preventive healthasgroots health care and support to
disadvantaged areas.

According to the State Budget Law, the MoH only iages and regulates budgets of
affiliated units and state budget allocations &ovgéted support to localities. The allocation of
budgets and financial management in localitiesdatermined by the People’s Councils and
People’s Committees at the various levels (i.e.vipae, district, commune). With the
management mechanism and budget allocation s#ullay the State Budget Law, it is
difficult for the MoH to ensure effective executiah activities due to the fact that tasks
assigned by the MoH to health care units are n&eflil with budget or financial allocations,
especially in the area of epidemic control. Datanfrselected provinces indicates that the
share of provincial budget allocated to healthad@across localities, accounting for 5 to 8%
of the total state budget expenditure. The shalaudbet allocated to health depended on the
ability to raise revenues locally and the levetohcern of local authorities towards health.
During the process of budget allocation in loocadti priorities are usually focused on
infrastructure, economic development, educatioryirenment, etc., with some localities
finding it hard to give priority to increasing tindiealth budget.

Analyses across fields of operation in the headittar reveal spending on preventive
medicine from the state coffers at 27.7% of totatesbudget health spending in 2005. A
difference exists, however, in the breakdown ofesges on curative care and preventive
care between the national and sub-national levaisthe national level, expenditure on
preventive care was measured at 38.5%, while stibrad counterparts spent only 21% of
state health budget on preventive care [12]. Paxermedicine activities are primarily
implemented at the grassroots and provincial leasle state budget allocations for epidemic
control is budgeted for the central level or fotimaal target programs at the provincial level,
leading to an insufficient budget for regular pretwe health activities at the local level.
Therefore, spending on preventive care from thé dtadget in general, and local health
budgets in particular, remains much lower than 3@ norm prescribed in National
Assembly Resolution No. 18. If not addressed préymurther financial decentralization
may result in an even greater tendency for lowariy to be given to preventive medicine.
The fact that most health care resources are speturative care is typical of the situation in
developing countries, when the available healtle é@ancing resources do not yet meet the
health care needs of the population. Meanwhileltihea@onomic evaluations have indicated
that the cost-effectiveness of investing in preeninterventions is often much higher than
curative measures. That is why allocation betwéerpteventive and curative areas needs to
be rebalanced to make sure that public healthtsiege achieved.

State budget spending for health care at the clistnd commune levels accounts for
a very low proportion, only 18.5% of the total stdiealth budget expenditure, yet the state
budget is the primary financing source for this owmity-based network to function. Due to
this budget allocation mechanism, the grassroadtheare network often finds itself short
of operational funding including allowances forlage/hamlet health workers, and regular
budget expenditures for commune health stationsa Assult, most district and commune
health services are operating in conditions of évate physical facilities, difficulties with
human resources, low remuneration, and low budgeteturrent expenditures, all of which
have led to poor technical quality.
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Clear regional disparities in state budget spendingn health care

Analyses of state budget funding for health careegjons reveals clear disparities in
per capita state budget spending on health caveebatregions and localities in the country.
The 2005 National Health Accounts data showedttit@Red River Delta and the Southeast
regions of the country had the highest spendingléevat VND211,000/person and
VND196,000/person respectively, while the MekongeRiDelta had the lowest per capita
state budget spending on health care at just VNIB@Bperson, or a quarter that of the region
with the highest expenditure. Per capita statetlesdending in the Central Highlands was
relatively low, at VND62,000/person, just aheadtted Mekong River Delta. This is proof
that in spite of the adoption of balancing transfaefficients prioritized towards
mountainous and remote areas, inhabitants of tloesgions actually enjoyed much lower
support from the state budget than more econorypidalleloped areas.

The 2004 Public Expenditure Review also indicatedtrgking variation in state
budget spending on health care between regionprawihces. Furthermore, large disparities
exist in state budget spending within provinceswben districts and communes [16]. The
MoH has yet to define standard norms for intraproil budget allocations. In practice,
many provinces still use traditional allocation hwds, either according to population,
patient beds or number of health workers. The 2B0@get Law gives provinces greater
authority in allocating budgets to the lower leyelwus if reasonable allocation criteria are
not applied, greater freedom to make intraprovincialget allocations increases the risk of
greater differentials in the intraprovincial alldicas across provinces.

Slow reform in the mechanism for management and usef state budget for health

The current state budget for health is allocateoutjh two major methods: allocation
by norms (mainly norms based on number of beds)fegdor-service payment. Neither of
these payment methods encourage the effective utiee cstate budget funds. The current
practice of budget allocation is still input-baggdanned beds, number of government paid
staff...) and not outcome-based (i.e. consideringiaisperformance). The fee-for-service
payment method encourages the abuse of lab-tegtsdraigs by service providers, which
directly affects the technical efficiency of seevirovision.

State budget allocations for local health carease facing problems. First, while
provincial budgets have been approved by the Natidssembly, many provinces have
failed to secure the total amount in the approvedget. Although the per capita allocation
norms are low and insufficient to meet need, samalities are still unable to secure this
level of funds for spending. Second, the budgetcation at the local level is mainly
concentrated on curative care, with the budgeesfaarpreventive care being very low, about
12-13% of the total health budget in some locaiti@ addition, the allocation of funding to
hospitals also relies on the number of planned bgdgpe of hospital, not by the volume and
quality of services provided and/or hospital paerfance. The budget allocated to preventive
medicine is only sufficient to cover administratimenagement and general labour costs,
without any budget allocation norms for preventwedicine activities that need to be
implemented. Hence, in the current framework ofifiicial decentralization, the issue of
central budget balancing transfers, as well asntioaitoring role of the MoH to ensure
achievement of targets in the sector alongsidgatgernance role in health, should receive
special attention.

Autonomization of revenue collecting state healthlities in recent years has been an
important measure for implementing decentralizatdrmanagement in general and health
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financing management in particular. This issue bdlanalysed in detail in Chapter 8 of this
report.

A large portion of the state budget for health darbeing used to pay the salaries of
health workers. The remuneration and allowance gge for health workers, however, still
follow the general salary regulations, without aeynphasis on performance-based
remuneration, which should be an incentive to batestf performance, in administration,
curative and preventive care. Furthermore, thegalad allowance package does not reflect
any special consideration for health occupatiorfscware distinguished by conditions and
characteristics deserving of higher remuneratioindisated in Resolution No. 46.

Funding for programmes subsidized by the state éudg usually lower than
requirementsWith regards to the policy of procuring healtsurance cards for the poor, the
official cost norms for the purchase of health nasice cards has been raised over the years,
reaching VND130,000 per card in early 2008, yetaming lower than the 2006 average
outlays per health insurance card, at VND166,000cped. Starting 1 October 2008, the
subsidized premium was increased to 3% of minimafarg, which should have a positive
impact in overcoming the difficulties mentioned aboProvision of free health care services
for children under 6 years of age is still beingyided through a mechanism of direct
reimbursement, rather than through health insuraaecds. Actual performance shows that,
similar to the early stages of implementing Decisi@9, the direct reimbursement approach
resulted in a very low disbursement rate (56% i05)0and complex administrative
formalities for budget allocation and management.

Regarding national health target programmes, algjothe state budget for national
health target programmes has increased, it stijsldehind actual need¥he annual budget
for EPI meets only 60% of programme need. The buftgehe malnutrition programme in
2005 was only USD 0.45/child/year while most regibcountries had USD 10, even back in
the 1960s or 1970s [17]. The district hospital aolgng project under Decision No. 225/2005
also faced funding problems, slow disburse mentsl@anceffectiveness. After three years in
operation (2006 — 2008), the total paid-in cap#alched only VND 2,000 billion, equivalent
to 24% of the total estimated capital needed.

Determination of priorities and state budget alltoa for target programmes has not
been supported by evidence-based information sush cest-effectiveness analysis.
Performance monitoring and evaluation of state budgpported programmes has not yet
been implemented in a systematic and regular fashioaddition, results of evaluation of
some programmes has often been disseminated inydivited manner, mostly inside the
programmes themselves. Scientific-based evalugtiags a vital role in improving the
performance of programmes and helps inform poleyisions and development in general,
especially those associated with more effective eat@nal state budget allocation and
utilization.

Inconsistent health financing data

Documentation and analysis of data on state budwgetlth spending reveals
disparities between sources from the Ministry ohafice and MoH (National Health
Accounts). Ministry of Finance data shows thatestatidget expenditure on health care
(including health system services but not includiegenues from health insurance) in 2006
was VND18,585 billion, accounting for 5.8% of tlugatl state budget expenditure, while the
National Health Accounts data shows that the &itgte budget expenditure portion for health
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system services in 2006 was only VND11,233 billiar, 3.5% of total state budget

expenditure. Harmonizing concepts, calculation méshand data sources to generate
consistent state budget figures from different sesrris very much needed, in order to
facilitate the effective estimation and allocatininthe state budget to satisfactorily meet the

people’s health care needs.

2.3. Priority issues

The situation analysis above reveals various stariings pertaining to the allocation
of state budget for health care, both in termsuofiing gaps to meet need and limitations in
use and management of the funds allocated. Amangltove mentioned shortcomings, it is
possible to identify priorities requiring solutiomsthe near future, specifically:

1) The state budget for health care does not get tihe people’s health care needs.
2) Effectiveness in utilization of the state butdgestill limited.

3) Investment capital for basic infrastructure,dioal equipment, training, as well as
regular expenditure, has not met the need for tyusdirvice provision in the poor and
remote areas.

4) The remuneration system for health workersr&ional, especially at the grassroots
level and has not yet created sufficient motivatomattract qualified staff to work in
grassroots levels, in remote, isolated and po@sare

5) Resources for preventive medicine are stikleguate.
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Chapter IV. Health Insurance

In addition to state budget funding, social heaigurance is a very important health
financing resource in Viet Nam, contributing to thehievement of equity in health care.
Health insurance coverage continues to increadd, the ultimate goal being to achieve
universal health insurance coverage. This chapieuses on health insurance issues and
seeks to answer the questions: “Where is Viet Namt® path towards universal health
insurance coverage? What are the achievementddadd difficulties and challenges in the
road ahead?’ Based on the answers to these gquestiecommendations can be made
regarding urgent priority health insurance issne20i09 and beyond.

1. Selected concepts

Social health insurancies a health insurance scheme where the premigarigrally
calculated in proportion to the income level of kexs, while curative care benefits are
received based on health care needs, not levedrdfioution. The social health insurance
fund was established from the contributions of veosk employers and the Government. The
social health insurance scheme is compulsory byalatvis therefore also called compulsory
health insurance. The financial resources providgdhe social health insurance fund are
considered a public financing source and have dicp&arly important role to play in
guaranteeing equity in financial contributions thgh a risk sharing mechanism.

Universal health insurance coveragea social health insurance scheme that covers
the entire population. In some cases, it is ann@ditticat the target of universal coverage has
been achieved, even when the coverage is below 160%he condition that the remaining
uninsured are protected from the risks of illnelsough other secure health financing
systems.

Commercial or private health insurandge a scheme that operates for profit. The
premium is set based on the probability of illnessng people or groups of people enrolled
in the insurance scheme. In contrast to socialttheasurance, the benefits to the insured
depend on the level of premiums paid. Usually, gorents do not organize commercial
health insurance services but rather leave it énhtands of the private sector, hence it is also
called private health insurance. Commercial hemblurance operates on a voluntary basis,
therefore, in some countries, it is also refergedd voluntary health insurance.

Voluntary health insurancén this review (JAHR) refers to a not-for-profieith
insurance scheme run by the VSS until the Heaklrelnce Law comes into effect in 2009,
with flat premium levels for each insured groupdifferent regions. This health insurance
scheme operates on a voluntary basis and is caefypldifferent from the concept of
commercial (voluntary) health insurance found imeather countries.

2. Overview of health insurance policies

2.1 Health insurance coverage

The first health insurance regulation, issued inuri@d of Ministers Decree No.
299/HDBT, dated 15 August 1992, valid during theiqgue 1992 — 1998, stipulated that those
earning a salary from the state budget, workingtaite-owned enterprises, pensioners, people
entitled to work disability benefits, Viethameseriars in international organizations in Viet
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Nam and employees of non-state-owned enterprisaada0 or more employees shall enrol
in the compulsory health insurance scheme.

Since 1998, Decree 58/1998/ND-CP, and its implemgrmirculars, added a few new
member groups to the compulsory health insurankerse. Starting on 1 July 2005, Decree
63/2005/ND-CP came into effect and widened eligipfbr coverage to include some groups
already participating in the compulsory scheme undeous legal documents, but who were
not specifically indicated in the health insuranegulations issued with Decree 58/1998/ND-
CP. In addition, Decree 63 also added some newpgrtm be covered by the compulsory
health insurance scheme, including workers in naplip enterprises with less than 10
employees, workers in organizations established @petating legally in Viet Nam, and
members of poor households and ethnic minoritiesitlesh to benefits under Prime
Ministerial Decision 139/2002/QD-TTg.

One important policy change set out in Decree 63h& workers in non-state
enterprises employing as few as one worker shoaltigipate in the compulsory health
insurance scheme, replacing the previous requireafeanterprises with 10 or more workers.
Another important change is that the poor and ethmnority people now participate in the
compulsory scheme with assistance from the stadgdiu

The most notable recent policy change in enrolm@tite voluntary health insurance
scheme is the elimination of the minimum percentaggolment in the community.
According to Joint Circular 06/2007/TTLB-BYT-BTC tad 30 March 2007, one of the
required conditions to enrol in the voluntary heaftsurance scheme was that a minimum of
10% of households in a commune or students in adddclor university) had to be enrolled
for anyone in that commune or school to be alloveeenrol in the voluntary health insurance
scheme, with a view towards mitigating adversecsiele (i.e. situation in which only the
sick enrol). However, on 10 December 2007, the #$fires of Health and Finance issued
Joint Circular 14/2007/TTLB-BYT-BTC to eliminate éhabove condition: "Eliminate the
condition that 100% of household members, 10% ofskbolds in a commune and 10% of
students in a school must enrol.”

In addition to the voluntary health insurance scadan households or students, the
Government also issued an implementing documentHerhealth insurance scheme for
members of near-poor households with state budggicst to cover at least 50% of health
insurance premiums [18].

2.2 Premium levels

In previous years, compulsory health insurance pmeifor workers earning salaries
have been maintained at 3% of their base salarycfwimcludes salary based on the
government wage scale and several specific alloesaaccording to regulations). For those
not earning a salary, the health insurance premuas either equivalent to 3% of minimum
salary (for those without a stipend) or equival®en8% of the stipend (for those receiving a
stipend).

For the poor, the health insurance premium (subsitliby the state budget) has
increased from VND 50,000/person/year to VND 80,080d now from VND 130,000 in
early 2008 to VND 194,000 starting at the end d&(03% of the general minimum salary).
This premium level is expected to be applied to imens of near-poor households enrolled in
the voluntary health insurance scheme in 2008, 8@% of the premium subsidized by the
state budget.
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Premiums for the voluntary health insurance schemmplemented since 2005
according to Joint Circular 22/2005/TTLT-BYT-BTCany across group and urban/rural
residence, ranging from VND 30,000 — 50,000 fodstus and VND 70,000 — 160,000 for
other groups. These premium levels were increaséd gignificantly from the end of 2007
under Joint Circular 14/2007/TTLT-BYT-BTC, whichesgfies: “Premiums of individuals
enrolled in the voluntary health insurance schenban areas at VND 320,000/person/year;
Rural areas at VND 240,000/person/year. The presidanr students enrolled in the
voluntary health insurance scheme: Urban areas\& ¥20,000/person/year; Rural areas at
VND 100,000/person/year”.

2.3 Benefit package

Since 2005, the benefit package for people paditig in health insurance was
adjusted according to the new Health Insurance R#gos, issued with Decree
63/2005/ND-CP. Major changes include:

= Elimination of 20% co-payment of health care cdéstsall health insurance members;

= For high-tech, high cost medical services, insupatients (except for a few
designated insured groups) are only entitled ttigdaefund of the costs by the health
insurance agency, with the rest to be paid forodtheir own pocket

= Costs of treating injuries from traffic accidents aow covered by health insurance.

In addition, some health insurance members are @oitled to reimbursement of
their transportation costs, in case they are redeto a different level of care.

As for voluntary health insurance members, betw2@3B8 and 2005, the insured had
to pay a 20% co-payment of health care costs actiling of 1.5 million dong per year, and
were not required to pay copayments if health casts were less than VND 20,000/visit.
However, major costs could only be covered when ittsared had maintained health
insurance coverage continuously for at least 24 riinths, and only up to a maximum
reimbursement amount (e.g. for open heart surdegjth insurance would reimburse no
more than VND 10 million a year; for renal dialygisurance would reimburse no more than
VND 12 million a year).

In 2005, regulations on voluntary health insuratemefits were adjusted (Joint
Circular 22/2005/TTLT-BYT-BTC), as a result, bemefifor voluntary health insurance
members are now basically the same as for compulsealth insurance members. With
regard to high-tech medical services alone, higiitheare costs of VND 7 million or more
will be reimbursed up to 60%, but only to a ceilmigVND 20 million per health service use,
with the remainder to be paid out of the patieptsket to the health service provider.

From April 2007, according to Joint Circular 06/Z0DTLT-BYT-BTC, guiding the
implementation of voluntary health insurance, peopith voluntary health insurance jointly
pay 20% of the treatment costs (the co-paymeningrated if outpatient care costs are less
than VND 100,000). For people who have been covdredsoluntary health insurance
continuously for 36 months or more, the VSS wily &% of some drugs which are not on
the regular list of drugs covered by health insoearfor example some drugs for cancer
treatment or for prevention of rejection of orgeamsplants. In addition, in case the patient

" Health insurance members pay all remaining charges, irrespective of the level of these charges.
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uses expensive, high tech services (for which igtevas established by the MoH), the total
amount covered by health insurance will not exaded® 20 million.

Regulations allowing co-payments to vary by typansurance coverage, rather than
on the severity of the illness, continue to craa@xuity between groups covered by health
insurance.

2.4 Provider payment mechanism

During the past few years, provider payment methodshealth care costs of the
insured have changed following each of three remsiin the Health Insurance Regulations.
Nevertheless, the fee-for-service provider paynmeethanism, one with many shortcomings
with regard to health financing, is still the mestely used for paying health services used
by the insured. Government Decree No. 63/2005/NDgtévides for several different
provider payment methods, including fee-for-seryicapitation, diagnostic-related group
(DRG) or other modes of payment. Joint Circular2BO5/TTLT-BYT-BTC, dated 27 July
2005, gives detailed instructions for two modespayment between the health insurance
fund and health service providers, namely cappedfdeservice payments for expensive
high-tech services and capitation. Health care iserproviders select the appropriate
payment mechanism in order to sign a contract WiS. For voluntary health insurance,
Joint Circular 22/2005/TTLT-BYT-BTC, dated 24 Aug@®05, similarly states “Health care
providers choose either fee-for-service or capitateimbursement methods as instructed in
Joint Circular 21/2005/TTLT-BYT-BTC dated 27 Jul@@5 of the Ministries of Health and
Finance, guiding the implementation of compulsceglth insurance”.

2.5 Policies on commercial health insurance

The 2000 Law on Insurance Business defines headilrance as one of the non-life
insurance business subsectors. In 2007, the Goesrtnssued Decree No. 45/2007/ND-CP,
as the first implementing guideline for this Lawn® seven years after the Law on Insurance
Business had come into effect. However, this Dedidenot touch upon health insurance
business activities.

According to unofficial data, in 2006 there weremso 37 registered insurance
business organizations in Viet Nam with a combihedover accounting for 1.8% of GDP
[19]. Foreign insurance companies have signed rtiae two million contracts for health-
related insurance. The domestic insurance compasue$ as Bao Viet, Bao Minh, Pjico,
have implemented some commercial health insurackenses focusing on students, which
cover several million students throughout the courBao Viet Insurance Company claims
to control 70% of the market share for studenttheaburance with more than eight million
students participating in their comprehensive hemisurance scheme. Some provinces have
more than 75% of their students enrolled in Bad'¥ieomprehensive insurance scheme (e.g.
Binh Thuan during the 2006-2007 school year). Hexeto date, there has been no official
research assessing the level of coverage, bereliage s, and reimbursement of commercial
health insurance schemes in Viet Nam. Hence, tisare reliable data to assess the financial
contribution of commercial health insurance toltbtalth care expenditure in Viet Nam.

Regulation of this industry is still limited due the existence of only cursory legal
documents to regulate the commercial health ingerdsiness (it is only mentioned in one
line of the 2000 Law on Insurance Business, antiomt any supplementary guidelines on
the management of commercial health insurance seflem
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As such, although commercial health insurance i®rgmthe types of insurance

business with the largest number of clients in Waim, to date, besides general regulatory
documents covering life and non-life insurance yahis a lack of necessary guidelines for
regulating specifically health insurance businedwities.

2.6 Potential for universal health insurance covera  ge by 2014 - 2015

Three factors that strongly influence Viet Nam’'sadmap towards achieving

universal health insurance include:

The structure of Viet Nam’s workforce by the timee ttarget is expected to be
achieved (i.e. 2014, according to the Health Inmsued_aw);

The growth of the state budget in the next fivergdae. by 2013-2014);

The development of the service delivery system friow to 2014: development in
the direction of a not-for-profit public service ldery system, or profit-driven
business?

Predictions of the above three factors requiresaarch study beyond the scope of

this report. However, it is possible to provideuansnary analysis as follows:

The structure of Viet Nam’s workforce by 20Current targets for the year 2010
envisage that the agricultural workforce will acobéor less than 50% of the total
labour force, falling to 30% by 2020 [20], when ¥Mam has basically become an
industrial country. Therefore by 2014, the sharehef workforce in agriculture will
be only 40-429%.The high number of casual rural and urban labsuremaining in
2014-2015 is a hindering factor for ensuring pg#ton in the health insurance
scheme.

Capacity of the state budgétiet Nam’'s GDP is expected to reach USD 1000 per
capita by 2010 and possibly USD 1500 per capita@d4 (in current prices). If Viet
Nam can maintain health expenditures at 5% of GB® per capita average health
expenditure by 2014 will be USD 75 (In 2006, pepita total health expenditures
were USD 45 according to the National Health AcdsunWith 40% of the
population unable to afford health insurance premsiu(comparable with some
Eastern European Countries, at 50% in 2002), tte sudget needs around USD 2.8
billion® to ensure their health care needs. Thus, to ashiee universal coverage
target, a strong political commitment and a suéfiti tax-based budget will be
required to finance the health care needs of thaigm of the population unable to
pay health insurance premiums.

Trend in development of the public health serviekvery. To date, there is no sign of
containment of the trend towards service provisamprofit (formally or informally)

at certain public hospitals. Private investmerputlic hospitals as part of the process
of public hospital autonomization continues to rispawning profit-driven business
activities in this sector. Health insurance syst¢ensl to be more vulnerable and less

8 To reduce the agricultural workforce from about 50% in 2010 to 30% in 2020 (when Vietnam

becomes an industrial nation), annual reductions of 2% will be required. Therefore, by 2014, the share
of labour in agriculture is estimated at 50%-(2%x4)=42% of the social workforce.

9 UsD 75 x (40% x 93.5 million people) = USD 2.8 billion
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sustainable when they have to buy health services profit-driven health service
businesses.

Preliminary predictions about the above three factonply the need for active
measures in order to launch a health insurancarselieat can cover people working in the
agriculture, forestry, fishery and salt product®ectors (by 2014 according to the Health
Insurance Law). At the same time, starting from pndws necessary to have appropriate
policies to develop a “health insurance friendlgalth service provision system in line with
the orientation towards equity and efficiency. Hinastrong political unity and commitment
is needed to make sure that the state budget fimes tcan sufficiently cover health expenses
for that segment of the population that cannot rdffbealth insurance premiums when
universal health insurance coverage is implemented.

3. Outcomes from implementation of health insurance policies

3.1 Coverage

In 2007, it is estimated that about 36.5 millionople were covered by health
insurance, accounting for about 42% of the popartaflhe poor account for over 41% of the
insured and voluntary health insurance membersumtdor a further 25.7%. The number of
people with health insurance coverage increasetplghtrom 2005, mostly as a result of
government policy promoting the purchase of helaklirance cards for the poor (Table 3).

Table 3: Number of health insurance members nationw ide, 2005 - 2007

2005 2006 2007 (estimates)
Members % Members % Members %
Non-
Compulsory | poor 9,154,308 | 39.8 10,568,123 28.6 11,606,569 31.8
Poor 4,726,324 | 20.5 15,178,025 41.3 15,498,284 42.5
Voluntary 9,133,134 | 39.7 11.120.275 30.1 9,379,349 25.7
Total 23,013,766 | 100.0 36,866,423 | 100.0 36,484,742 100.0

Source: VSS

According to the current health insurance reguteti@ll wage workers (estimated at
about 12 million people according to data from Mimistry of Labour, War Invalids and
Social Affairs) are subject to compulsory healtsuirance. In fact, only 50% of wage workers
are currently covered by health insurance (Stesisindicate that the number of formal
employees registered with compulsory health insteans of 31 December 2006 was 6.3
million). Compliance with compulsory health insucaregulations is lower in the non-public
sector than in the public sector. For professi@sslociations and household enterprises, by
2006 only 5,320 people were covered by the compylsealth insurance schertfe.

Analysis of the structure of health insurance mamsitip in terms of premiums being
withheld from salaries, indirectly or directly supped by the state budget shows that the
insured whose premiums are withheld from their meaepresent a very small share of the

10 Erom information calculated based on VSS data for 2006 Wage workers actually contributing to
health insurance premiums accounted for 7 million people in 2006, the group for which the state
budget paid contributions indirectly including meritorious groups (veterans, revolutionaries, Agent
Orange victims, the elderly, etc.) added up to over 4 million people and the group including the poor
for which the state pays contributions to insurance directly accounted for some 15 million people.
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total. Hence, in the compulsory health insuran¢es®e, the Government is itself the biggest
premium payer, paying for the majority of the irmtir even without including the
Government payment of health care costs for childmeder 6 years old (see Figure 10).

Figure 10: Number of contributing members of health insurance compared to the
number whose premium was subsidized by the state bu dget, 2005 - 2007

16 000 000
14 000 000 —
12 000 000 || B Contributing members of health
10 000 000 || insurance
8 000 000 || @ Members subsidised from
6 000 000 - state budget
4 000 000 - L1 @ The poor
2 000 000 - —
2005 2006 2007 (estimate)
Source: VSS

An analysis of the structure of sources of premipayments to compulsory and
voluntary health insurance funds makes it even napqgarent that “the Government is the
biggest payer of health insurance premiums” (sgargil1).

In 2006, of the total VND 4,800 billion collecteim health insurance premiums, the
payment that came from the public purse (includprgmiums for the poor, designated
priority groups and workers whose salary was pehfthe state budget ) accounted for
64.5% of the total; health insurance revenue fram-public enterprises accounted for 20%,
and that from voluntary insurance members was1t<$% (while in terms of the number of
insured, this group should account for 28%).

Figure 11: Proportion of revenues in 2006 by source of contribution

Voluntary
insurance

contributions
15.5%

S tate budget
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Non-state

entreprises
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Source: Calculation from 2006 balance sheet of VSS [21]

The proportion of the total population covered b woluntary health insurance
scheme is small and has remained steady in reeans,ycovering mostly school pupils and
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university students (over 8 million students in @10The remainder include over 1 million
people covered in the household-based health imsaracheme, nearly 1.5 million people
who are members of associations, social organizeémd mass organizations, and close to
0.5 million people in the voluntary health insurarscheme for dependants of wage workers.
The voluntary health insurance schemes for membkeessociations, social organizations
and for dependents of wage workers were suspendso08.

3.2 Health insurance premium levels

In 2006, the groups with the highest average cosapylhealth insurance premium
were employees of foreign-invested businesses ablicpservants, government employees,
Party officials and members of social organizatioateiving salaries from the state budget
(the average premium from foreign-invested buseesgas VND 442,000/personfyear, and
from the public administrative sector VND 438,0Gf4pnn/year). Non-public businesses,
occupational associations, household enterpriséscanperatives had a significantly lower
premium contribution level (the average non-publisinesses’ premium contribution was
approximately 61% of that of foreign-invested besises).

The low premium payment for over 15 million pooropk results in an average
premium amount for the compulsory health insurascieeme of VND 170,000/year. The
average premium rate of the voluntary health inszegascheme in 2006 was VND 67,000.
The combined average premium rate of both volungarg compulsory health insurance
schemes in 2006 was VND 137,000/person/year (dbSDt8.5/personlyear, see Table 4).

Table 4: Average health insurance premiums in 2006 by member group (VND)

Member Average Member Average

premium premium
in 2006 in 2006
Compulsory health insurance Social assistance beneficiaries 96,174
State-owned enterprises 387,673 | Retired commune, ward officials 111,035
receiving monthly stipend

Foreign-invested enterprises 442,306 | Veterans 77,306

Non-state enterprises 272,512 | Pensioners 330,904

Administration, Party, Mass 438,482 | The Elderly 56,,943

Organizations

Commune/ward officials 297,080 | The Poor 49,52711

Cooperatives 197,323

Peasant’s Association, household 186,561 | Voluntary health insurance

enterprises

Representatives of People’s 135,074 | Households 117,400

Council

Dependents of army officers 94,846 | Students 47 523

Victims of Agent Orange 119,694 | Association, mass organizations 116,284

Individuals with meritorious 129,270 | Dependants of workers 127,895

contributions to the nation

Source: Calculation from 2006 balance sheet of VSS [21]

" The health insurance premium for the poor supported by the Government budget in 2006 was VND
60,000/head/year. However, data reported by provinces indicates lower premiums paid in some
provinces.
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3.3 Health insurance fund management and risk shari  ng

The pooling and risk sharing objectives of the treahsurance fund have been
adversely affected by the health insurance fundagament mechanism in recent years. The
insured in some poor provinces and in mountainausipces tend to use fewer health
services (due to many factors including the avdilgof services and capacity of the service
delivery system, geographical/transport factorstueel and especially the ability of the poor
to pay for costs not covered by health insurantiedrefore, the expectation that high income
groups could support lower income people in heéliancing through a fund pooling
mechanism has not only failed to achieve its objest but has also led to a situation in
which the health insurance fund from poorer regibas subsidized health care in major
cities and wealthy provinces.

In addition, adverse selection (in which primasglgk people participate) is prevalent
in voluntary health insurance schemes, especiéiy the elimination of requirements that a
minimum percentage of the target group participttierefore the risk-sharing principle of
healthier people contributing to the fund and suppg sick people has not been realized,
and this situation has led to a serious imbalamded health insurance fund.

3.4 Service provision to insured patients

The health service delivery system has made camditée efforts to facilitate health
care access for the insured. Administrative prosesibave been reformed, and a majority of
commune health stations provide basic curative sareices for the insured. The list of drugs
covered by health insurance has been expanded expdarly updated, and many new
curative care services and procedures have beemdpto the insured. Nevertheless, the
health service provision system continues to fafficulties adversely affecting the health
care benefits of the insured. Examples include wek overload that not only occurs in
higher level hospitals but also in commune heatéttions in lowland areas where health
insurance coverage is high; or the dearth of hgalfessionals (both in quantity (number of
workers) and quality (clinical skills)) and mediejuipment at the communal level of health
care; or the meagre financial resources of hospital addition, health insurance provider
payment mechanisms (discussed in Section 3.5 beliowf) lower level facilities from
making referrals.

3.5 Provider payment mechanism

The VSS signs agreements with health service peosidnd reimburses health care
costs using a fee-for-service mechanism, with tee $chedule, prescribed by the relevant
state agencies and provincial and municipal autasridetermining specific fees for each
type of service. Patients (except certain desighgteups) must make co-payments for high
tech services without any maximum on how much they to help limit their risks. People
with voluntary insurance must also make co-paymémtpaying 20% of health care costs
directly to the facility.

As for the public health care system, the healtfuriance fund applies a capped fee-
for-service reimbursement at lower levels, i.eilit®s providing first level health care. At
higher level hospitals (provincial and centralk tealth insurance fund uses uncapped fee-

121n 2006 alone, the voluntary health insurance scheme overspent by VND 1 trillion, in 2007
overspending reached VND 1.45 trillion.
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for-service reimbursement. Almost all heath faeifit are implementing the autonomization
policy according to Decree 43, which encouragesemsing revenues, including revenues
from health insurance. Therefore, higher level itafgpcan take advantage of the uncapped
fee-for-service payment method to increase theiemaes. The consequence is that costs at
higher level facilities have increased rapidly, Hower level facilities must limit health
insurance benefits to balance the costs withimeimbursement cap.

Given the current fee-for-service reimbursement maasm, the health insurance
fund is not being used efficiently, and cannot dvalbuses of the insurance fund by service
providers and users. Capacity for supervising dgheofund is very limited due to a lack of
management mechanism (as hospitals fail to useatdrclinical guidelines, and the list of
drugs covered is too broad) and limitations in c#paof the VSS.

4. Major issues and proposed priorities

4.1 Shortcomings with health insurance

From the analysis of implementation of health iaswie policy discussed above, there
are eight major challenges that can adversely &affex sustainability of health insurance in
Viet Nam, and especially the ability to achieve timersal coverage goal by 2014.

1) Low coverage and compliance among wage worKeask of legal regulations
aimed at ensuring compliance in making health msce premium contributions. Workers
currently participate as individuals, rather tharhauseholds.

2) The health care needs of the insured have yéetproperly met as the health
service delivery system has many shortcomi@ygrloading not only occurs in higher level
hospitals but also at the grassroots level. Digparcontinue to exist in quality of care for the
insured in mountainous, remote and isolated areaxpared to other areas.

3) Insured patients still have to pay many expenshen seeking cardnformal
health expenditure by health insurance patienterasély affects access to health care
services for low income groups and results in reducust among health insurance members.

4) Adverse selectionThis remains a major issue affecting the volunthealth
insurance scheme. The design of the voluntary sehlaicks measures to control adverse
selection; the primary technical solutions avaéald do this, namely minimum enrolment
requirements of 10% for households or students; lh@en eliminated.

5) Overspending of the health insurarficed Adverse selection, low premiums for
groups receiving social subsidies and the fee-€ovise reimbursement mechanism which is
widely used in a context of allowing greater finmh@utonomy, are the main causes of the
high level of overspending of the health insurahoel in 2006 (over VND 1200 billion in
2006, equivalent to USD 75 million) and even greateerspending is expected for 2007 and
2008.

6) Limited specialized health insurance managenmsdlls of the organization
implementing health insuranc&he management of insured patients and healthocests is
not strict enough. The health insurance fund, penéiind and some other social security
funds are managed under one umbrella (VSS) andstliiss professional specialization,
administrative capacity and operations managemeo¢ssary to manage this very special
fund.
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7) No health-related social security programme &xifor those without health
insurancecoverage About 50% of the population are without healtsurance and end up
paying health care costs out of their own pocKeiee chances that they may fall into the
poverty trap when encountering catastrophic medigpenditures are enormous. Yet, there
is no policy solution to protect this group lackimgalth insurance coverage.

8) Achieving the goal of universal health insurarmaerage by 2014 will require
overcoming many difficultiesirst of all are difficulties in implementing Hdainsurance for
casual workers in agriculture, forestry, fishergesd the salt industry, groups that will
continue to account for a high share of the pojmriah 2014. Dependents of workers should
be covered by health insurance by 2014 (accordintpe¢ Health Insurance Law), and the
requirement that workers contribute premiums foeirthdependents may constitute a
considerable barrier in the strategy to expand remesin a sustainable manner.

4.2 Priority issues

Of the eight major health insurance challenges iored above, the following are the
three priority issues that need to be address280® and subsequent years:

1) Continuing to update policies to expand heialdurance coverage in a sustainable
manner.

2) Resolving the health insurance fund imbalance.
3) Upgrading the capacity of the health insurasystem.
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Chapter V. External assistance for health

In the past few years, external assistance, bo#indial and technical, has made
important contributions to the achievements of likalth sector in Viet Nam. It is expected
that by 2010, Viet Nam will join the group of miédincome countries. How will this change
external assistance? What does the health secdrtoalo to attract more external assistance
and strengthen aid effectiveness? This Chapterewlore the current utilization of external
assistance in Viet Nam, offer an overview of ttrues and challenges facing the next phase
and provide recommendations to the health secttneim short- and medium-term planning
for improving the efficiency of external assistance

1. External assistance concepts

External assistance includes official developmesststance (ODA) and support from
international non-governmental organizations (ING{2R]. According to Government
Decree No. 131/2006/NECCP, dated 9 November 2006 various forms of ODA inelud

= Grants:a form of ODA support that does not require repaynof funds to the donor.

= Concessional loanglso called preferential credit): loans providedler preferential
conditions in terms of interest rates, grace peraad pay-back periods, in which the
‘non-refundable’ part (also called the “support riadjent”) is guaranteed at a
minimum of 35% in the case of conditional loans aP&P% in the case of
unconditional loans.

= Mixed ODA:includes grants or preferential loans providecetbgr with commercial
credit, while ensuring that the accumulated “nditirdable portion” covers at least
35% for conditional loans and 25% for unconditioloahs.

ODA support modalities include: a) Project suppbjtProgramme support; c) Sector
support; and d) Budget support.

= Project supportA “project” is a set of integrated activities caudiout to achieve one
or several identified goals, in specific locationgthin a specified timeline and based
on a known amount of resources. Projects may ieclindestment projects and
technical assistance projects.

= Programme and sector-wide suppast an ODA delivery modality, in which the
donors provide harmonized support and ensure treaisable and effective
development of an industry or sector, based omdwvelopment plan for that industry
or sector.

» Budget supports an ODA delivery approach in which ODA supporhdg are not
attached to a single or a number of specific ptsjelout channelled directly to the
government budget, where they are managed and msedcordance with the
budgetary controls and procedures of Viet Nam.

2. Overview of policies to attract and utilize exte  rnal assistance

2.1 Legal and policy environment

The Government of Viet Nam, over different period®s employed different
strategies and policies to increase the effectiseind the external assistance it receives. The
following important milestones can be noted:
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= 1994: Government Decree No. 20/CP was endorsedsaned as the first legal
document paving the way for the mobilization, maeragnt, and use of ODA,

= 1997 and 2001: Government Decree 87/CP and Dect&9dl ND-CP amended,
revised and refined the related legal frameworkanneffort to strengthen openness,
transparency, ownership, partnership and procetiarahony;

= 2006: Decree No. 131/2006/ND-CP and a series otro®DA-related legislative
documents were issued and implemented, demonsfrétie considerable efforts
made by the Government of Viet Nam to raise aictativeness and procedural
harmony. These regulations were refined with theggle of ensuring the integrity
of relevant legal documents, strong decentralimatin implementation while
improving accountability, openness, transparencg harmony of processes and
procedures. To guide the implementation of DecB%id the health sector, the MoH
issued Decision No. 11/2008/QD-BYT, providing fdretmanagement and use of
ODA in the health sector.

Sound policies and a strong legislative environnmavie helped Viet Nam, including
its health sector, to attract more external assigtaand maintain its share in the investment
budget. In addition, this also demonstrates thatt \llam, in its path toward further
integration in the international community, is coitbed to increasing external aid
effectiveness.

2.2 Paris Declaration and Hanoi Core Statementon a id effectiveness

The Paris Declaration was founded with commitmérasm more than 100 donors
and aid-receiving countries, endorsed at a higktiéarum on aid effectiveness in Paris in
March 2005. Viet Nam was the first country to laoalthe Paris Declaration commitments to
fit with local conditions through the issuing ofetfiHanoi Core Statement. The Paris
Declaration and Hanoi Core Statement on aid effenoé#ss are built around a five-fold
structure: 1) ownership; 2) alignment with countsystems; 3) harmonization and
simplification; 4) result-based management; andrgred accountability. Aid effectiveness
commitments were approved by the Prime Ministergasked on to the Ministry of Planning
and Investment for implementation. This is the ®dsi Viet Nam, with the cooperation of
donors, to make commitments and develop a roadoramplementing the Paris Declaration
on aid effectiveness, which has been assessed fugtihe international donor community in
the past few years.

Realization of the commitments on the ground, hawehas shown a lack of
harmony between related sectors [23]. Implememntaitiothe MoH through engagement in
the HPG on aid effectiveness and disseminatioheihew Decree on ODA management has
been slow. Nevertheless, in August 2008, the Molkhgleted and presented its plan to
implement the Hanoi Core Statement in the healittosein order to strengthen the
effectiveness in use of external assistance artfydrine gap between policy development
and implementation. Coordination efforts are alstiigg better results as dialogues between
the MoH and development partners are increasinglseropen and productive.

2.3 Instruments for public administration in relati on to external assistance

In addition to policies creating a legal environtgrublic administration instruments
have also been constantly honed as part of theiplenof considering aid as part of the state
budget (State Budget Law). Furthermore, it is telit the management and utilization of
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these resources should fall under the jurisdictadnthe Viet Nam legal system. The
refinement of public administrative instrumentslirdes:

» The health sector has intensified governance of QBgources by clarifying the
functions and responsibilities of the agency resjme for a given project and
integrating with the functions of the public adminative system (Decision No.
11/2008/QD-BYT).

= Decentralization is used as an instrument to ra@®untability of ODA recipients,
managers and users. The MoH has thoroughly impléesdesrecentralization from the
central to local levels, clearly identifying theghts and responsibilities of each
participating unit. According to Decree No. 131/800D-CP, the MoH is authorized
to approve projects belonging to entities under juissdiction while Provincial
People’s Committees shall approve projects thairigeto the province. This requires
the strengthening of project review at the MoH aegeloping and consolidating the
capacity of other delegated agencies and locabakids.

3. The situation of external assistance for health in Viet Nam

In the past 10 years, external support has growtiraally (see Figure 12) and now
constitutes approximately 8-10% of the net statdgbti allocation for health care (see Table
5).

Figure 12: Total external assistance (VND billion), 2000 - 2006
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Source: National Health Accounts, MoH, 2008 [12]

Table 5: External assistance as a percentage of sta  te budget expenditure for health
and total health expenditure, 2000 - 2007

2000 | 2001 | 2002 | 2003 2004 | 2005 | 2006 | 2007

External assistance as a %

of state budget expenditure | 10-4| 10.0 [ 134 99 96| 112| 80| 7.4

External assistance as a %

of total health expenditure 2.7 2.7 3.4 2.7 2.2 2.4 2.3 2.1

Note: In the National Health Accounts, state budget expenditure for health includes state budget from tax
collection, used to pay recurrent expenditures, make investments in development and purchase health insurance
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for the poor and other social policy target groups. Public revenues from health insurance, user fees and external
assistance are not included in the state budget expenditures for health.

Source: National Health Accounts, MoH, 2008 [12] and estimates of Planning and Finance Department, MoH [24]

According to data from projects under MoH managem&ading donors to the
health sector include the World Bank, Asian Deveilept Bank (ADB), Japan, Global Fund,
the Netherlands, etc. (Figure 13).

Figure 13: Selected donors by level of aid commitme nt, 2002 — 2007

Calculated based on projects managed by the MOHfro  m 2002 to 2007
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Source: ODA management review, Department of Planning and Finance, MoH [25]

In 1996, the MoH had its first World Bank loan gadj with a total fund commitment
of about USD 123.7 million. Loan support has inssxhsince then, to about 40% of total aid
commitments at present (see Figure 14). Currentgjor projects are being funded mostly
by loans from the World Bank and ADB. The MoH inderto increase investment in facility
upgrades and equipment procurement from these.loans

58



Chapter V. External assistance for health

Figure 14: Structure of external aid commitments fo r health
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Starting after the year 2000, Viet Nam began toeixex support from global
partnership organizations and private philanthrapganizations targeting control of global
epidemic threats such as HIV/AIDS, TB, malaria @naviding support to the EPI.

In 2007, the MoH accepted and approved 18 morepi®jwith a total budget of USD
106 million. As a result, by 2007, the MoH is maingg61l ODA projects with total fund
commitments in the amount of VND 10.3 trillion, vian average disbursement rate over
total fund commitment of 40%. Actual disbursemen2007 were 53% against the plan for
the year [24]. In the first 6 months of 2008, ngay5D 40 million worth of funds has been
disbursed, a figure higher than the same perio200v. The MoH is currently directing its
efforts toward speeding up progress of some key Owdjects, e.g. Regional Blood
Transfusion Centres, Health Care in the Centralhldigds, Mekong River Delta and
Northern Uplands.

Projects have covered many aspects of the heatttorsand have contributed to
upgrading physical infrastructure and technologg mmproving the quality of health services
at all levels, thus contributing to the generaliaebments of the health sector in caring for
the people’s health [27]. Areas receiving the nsogiport in the past few years have included
mother and child care, hospital services, primaglth care, communicable disease control,
etc. (Figure 15). In recent times, many projectvehalso focused on training and
development of human resources for health.
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Figure 15: Sub-sectors receiving external assistanc e, 2001-2008
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Source: Synthesized from reports of the Department of Planning and Finance, MoH; Statistics of programmes
and projects in the health sector, 2001 — 2005; data from donors, 2006 — 2008.

External support for the HIV/AIDS control programnsesubstantial, accounting for
65% of the total funding for HIV/AIDS, while theadé budget cannot meet the programme
needs and accounts for only about 35% of the bu@get Table 6). The Global Fund for
malaria, TB and HIV/AIDS control has pledged USD 2dlion in support for Viet Nam
between 2008 and 2012. The PEPFAR programme hascafmmitted USD 59 million in
support for Viet Nam (of which 24.5% of the totaldget will come under the management
of the Vietnamese government agencies) in its 202008 budget plan [28].

Table 6: External assistance for HIV/AIDS control, 2007 - 2008

Budget 2007 2008
State budget 35% 25%
External 65% 75%
assistance

Total (USD) 32,000,000 35,000,000

Notes: MoH managed external assistance only

Source: Annual report of HV/AIDS Control Administration of Viet Nam [29]

In addition to ODA, support from INGOs has beenvmted since the war era for
humanitarian purposes under stand-alone or emeygergjects and aid. The volume of
INGO support and coverage has increased over #uoeording to data from the Vietnam
Union of Friendship Organizations NGO Resource f@ei0], by 2007 there were 600
INGOs working in all 63 provinces and cities congria large variety of areas (including
health care) with total assistance estimated at @SDnillion in 2008 (health-specific data
not available). The advantage of INGO support & thprovides direct, versatile and timely
aid, although there are limitations in terms ofafice and organization [27]. In addition, as
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there are a large number of organizations, andlkadéinformation, the aid activities tend to
be fragmented, and are not always focused on dewelot goals of the health sector [31].

In sum, external assistance in health has incregssdby year and now constitutes a
sizeable share of health expenditure. A recendtteas been the increased use of loans for
capital investment including buildings and equipiménnew trend has been the strong rise in
support from global organizations in the fight agaiepidemics of this century. Nevertheless,
the low disbursement and effectiveness of fundzatibn are areas in need of improvement.

4. Difficulties and challenges in managing and usin g external assistance
for health

4.1 Policy and regulatory framework

The MoH has developed sector development poliaies)ding the National Strategy
for Health Care and Protection of the people toyisar 2010 and the Master Plan of Viet
Nam Health Systems Development to 2010 and theig 2020. The implementation of
these policies and plans is determined by the ®@pegoals and activities of related
Departments/Administrative units using the spedifistate budget and donor support.
However, these policies and plans also need furéhwsions to make them more appropriate
for the years beyond 2010, and to link them witmarete goals for sub-sectors (e.g.
Reproductive Health care Strategy, Adolescent Hegtlitategy, HIV/AIDS strategy, etc.) and
integrate the functions of the health care systemsluding the information systems,
monitoring and evaluation, human resources manageimed development, etc.). It is
important that the development of new policies dthdee linked to the MTEF under the
Government's leadership. Strategies need to belajga® and implemented based on
priorities identified in the JAHR report throughsdussions with stakeholders and the donor
community. The Department of Planning and Finanue tae Department of International
Cooperation of the MoH play an important role irorbnating activities of the HPG, with
the aim of discussing relevant issues, determimpingrities and orienting development of
sectoral strategies

4.2 Coordination

Coordination is a concern for both the MoH and dendrom a number of
perspectives: within the health sector, between MoH donors and among the donors.

Some MoH Departments and Administrative agenciesoaerloaded with projects,
while others have none, or only few projects. Mangjects are working in the same field,
and may even have the same objectives, yet theymglemented relatively independently
from each other. This is evidence of the need fetrangthened coordination mechanism,
which can guarantee optimum use of resources aedration with public administration
functions.

The organization and operation of some project mameent units (PMU) still face
inadequacies in management capacity PMU human nes®weonsist partly of government
employees, unable to reserve much time for prajghagement work and partly of short-
term contracted staff, who lack accountability @rae limited professional capacity. In
addition, to these problems are the costs of runairPMU office and difficulties in work
relations between the PMU and functional departmenbhese issues imply the need for
reforms in project management and new support ntigdato improve aid effectiveness.

61



Joint Annual Health Review 2008

Even with its clearly defined strategies and plahs, health sector remains partly
dependent on the donors’ plans and objectives gotisions for development of specific
programmes and projects.

Inadequate attention has been paid by donors tait@dion and commitments in line
with sector development goals. Individual donoregliyes are prioritized in developing and
implementing individual projects. Donors are al$e bound by the legislation of their own
countries regarding aid delivery and have to tdkesé into consideration before signing
mutual commitments.

The HPG, established and operating under the Islaieof the MoH, is still limited

to the exchange of information rather than coortbmaof external assistance activities or
supporting the MoH to gain greater ownership ineleping strategies and plans for use of
external assistance [32]. However coordination Ibasn strengthened through the Prime
Minister issuing a decision providing guidelines meparing feasibility studies for projects

using ODA funds from the group of five developmbanbks [33]. Currently the development

banks (i.e. World Bank, ADB, JBIC, KiW, French Déygment Agency) have developed a

joint monitoring and evaluation framework that indés common monitoring indicators. In

addition, indicators and activities discussed agréed on in the annual JAHR report are also
a major improvement in presenting a common voiadeiveloping sectoral strategy.

4.3 Administrative procedures

While improvements in administrative proceduresited to aid management have
been made in the direction of greater harmonizatioere are still inconsistencies between
country procedures and donor regulations. Howernechanisms and policies for public
administration of ODA still contain many inconsisteand unclear points. The process of
reviewing and approving plans and obtaining applgaathe various steps for procurement
and bidding remain prolonged. Besides the limitsgiof project management capacity, these
other issues also contribute to low disbursemeset;aging at just 50% - 60%.

4.4 Implementation capacity

The capacity to manage external assistance resowtehe MoH has clearly
improved in recent years. The project managemeifftIsave received training and acquired
experience in the process of implementing projeetewever, units just beginning to
participate in management or who are managing @elarumber of projects still suffer
difficulties in the project implementation capacityr addition, the strong trend towards
decentralization in project management is alsongpai challenge to implementing agencies,
especially at sub-national levels, when organiratiand individual capacity is insufficient
to ensure project progress and performance. Themumanagement and implementation
capacity of some central and provincial PMUs is kyem part due to lack of monitoring and
supervision by relevant Departments/Administratireéts, and also due to the absence of
staff incentives in the Departments/Administrativets involved in the monitoring of project
performance and outcomes. Some projects are taisn where the PMU is free to do as it
wishes without any supervision. Recruitment of fsteith appropriate qualifications and
experience for managing projects has also facédulifes, especially in the provinces.
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4.5 Cost norms

In budget support, government cost norms are aghpMbich are generally lower than
those of donors. One of the concerns of both thee@onent and donors is the salary and
allowance packages for staff working in programme bBudget support projects. During the
initial transition from project to program suppdttere is likely to be little incentive for staff
to participate, and some difficulties in finding darrecruiting staff with adequate
qualifications and experience. The cost norms edph projects supported by EU and UN
agencies do not encourage staff to work activetie EU and UN are conducting a survey on
the labour market in order for the Government aowlods to be able to develop norms more
suitable with the market. Incentives are a keydssuprogramme support, not only cost
norms but also salaries, working conditions anciothcentives to improve performance in
the management and effective use of external assist

4.6 Monitoring and evaluation

Monitoring and evaluation has been conducted utideguidance of the Ministry of
Planning and Investment with projects being tightignitored in order resolve in a timely
manner any problems causing delays in implememtatiuidelines on monitoring and
evaluation of ODA programmes/projects for the pgr&®06 — 2010 have been issued with
the aim to establish and operate a monitoring aveduation system at three levels: the
programme/project manager, the line agency in &argl the national management agency
[34]. A project management database is being opéray the Ministry of Planning and
Investment for all ODA projects via the DAD (Devploent Assistance Data) website [26].

Despite this guidance, monitoring, supervision &mdluation of projects/programs
still suffer from limitations. These activities agenerally limited to managing inputs and
processes through a large number of control stapsadministrative procedures. Activities
for supervising and evaluating are mainly at theslleof the project or program. The MoH
together with some donors has implemented someors¢cevaluations and developed
performance indicators (JAHR report).

4.7 Predicting challenges facing Viet Nam on its pa th to becoming a middle-
income country

From 2010, Viet Nam is expected to reach a petaapDP of USD 1,000 a year. As
a result, grants and preferential loans will disinito be replaced by ODA loans with fewer
concessions [35]. With regards to the health sectordonor has declared any detailed
strategy or commitment to the Viet Nam health seétw the years beyond 2010 [37].
Meanwhile, some long-term donors have withdrawmmfrthe health sector. The general
prediction is that external assistance for healthsee some changes in structure, form and
substance, with new approaches to boost aid eféawss.

Total government debt in Viet Nam accounts for 3af%DP [36] and is considered
to remain within the safety zone (40% of GDP is saéety threshold recommended by IMF).
However, this suggests that Viet Nam has littlenmofor additional loans. Therefore, the
search for sources of funds to pay debts and ingsnewts in efficiency are now issues of
great government concern. Viet Nam is considerezbantry not dependent on external
assistance. However, the current need to maintasnfiinding source is apparent. For the
health sector, the sudden elimination of this sewtassistance could increase the financial
burden, particularly on local budgets (especially disadvantaged areas) and on some

63



Joint Annual Health Review 2008

important programmes (e.g. HIV/AIDS). Similarly etltapital investment in the preventive
health system largely depends on external assetdnods. More importantly, such
assistance plays a critical role in transferring/aaded technology and fostering the
development of appropriate sectoral strategies.

As such, in its transition towards middle incomeirminy status, the Vietnamese health
sector will have to face the following major chalies related to external assistance:

= Atrend towards reduced amounts and changes iotsteuof external assistance.

» Challenges in finding and mobilizing domestic reses to gradually replace external
assistance.

= Pressure to adopt new external assistance modaditieed at achieving greater aid
effectiveness.

= Challenges in obtaining substantial improvementsefiiciency and disbursement
rates.

5. Diversification of assistance modalities

According to regulations in Decree 131, there ameremtly four modalities for
external assistance: projects, programme suppectors support and budget support. The
most common modality at present is still projecpmart. Some donors are piloting use of
new assistance modalities, and have met with méfigudties, necessitating more careful
preparation of conditions for applying the new nitigs. The application of new aid
modalities still depends on the policies and striateof donors themselves, and among these,
some donors still require use of projects, whilkeeas have policies requiring use of program
or budget support. The section below discusses samings and lessons learnt about
different approaches of external assistance usegtent years.

5.1 Project support

Project support is currently a common form of OD@livkery in Viet Nam. The
project modality has been considered by both doandsthe MoH as necessary to mitigate
fiduciary risk and to ensure achievement of develept objectives. Clear delineation of
responsibility in the project management structareonsidered an advantage for both the
Government and donors. Extensive experience agpfihe project modality of external
assistance has improved local capacity in projeeinagement. Existing government
legislation on ODA project management is very caghpnsive, clear and specific.

However, there are a number of limitations in re$pé stand-alone projects in the
health sector. Implementing a large number of dhifié projects with different reporting and
accounting requirements is a heavy burden with trgihsactions costs. Local ownership can
be undermined when projects have a high level ofodocontrol over design and
implementation. At times there are overlaps betwaiierent projects. The isolated project
management and budget disbursement systems (thihtys) reduce the opportunity to
improve planning, management, monitoring, and diatiget funding. Salary allowances and
training have been used as incentives, however tmeye not yet provided sufficient
motivation for government staff to implement praje@mnagement effectively [23, 31].

5.2 Programme-based approaches (PBA)
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The move towards programme-based approaches irhéhdth sector has been
facilitated by the fact that some key donors (&6, ADB, Lux Development, the
Netherlands and Sweden) are very keen to adopprihgramme-based approach in their
development strategies. Many of these donors haemn heavily influenced by country
strategies and pressure from headquarters (ergthéoEC, a certain amount of its funding
has to be channelled through the programme-baggdagh). Some of these key donors are
preparing a “sector development programme”, théltsivare some of the common purposes
of “health sector development”, which can in tuenve as a basis for donor coordination and
harmonization.

The foundation for implementing a programme basegdr@ach includes strong
government ownership, leadership and partnership wonors. These are exhibited by
clearly agreed policy frameworks based on sharedripgs and preferably common
programme expenditure frameworks and harmonizedemm@ntation mechanisms [31]. For
the health sector, the existence of a sector ma&der, national health strategy, and clear
financial management functions are faciltating ditions for applying program based
approaches. In order to strengthen coordinationda@dgue, the HPG was formed and has
become the main forum for health sector policyatiak and exchange of information in the
health sector. The HPG has agreed with the MoHmplement the JAHRs, which are
considered as a joint voice of the stakeholderfimvithe sector on priority issues and
solutions. The next step will be to incorporatesthe@riorities and solutions into the sector
planning and budgeting process. The European CaimmnigEC) has taken the initiative in
developing a programme based approach at the gialievel, and encouraged dialogue
through development of a coherent sector strateggiget framework and capacity building
plan.

National tuberculosis programme support

National target programmes are considered one ehafian receipt of external
assistance from donors [31]. Support for the NatiohB Control Programme has been
ongoing for more than ten years, with two majorasrbeing the Netherlands and the Global
Fund®® While the Government focuses its budget on “hardivauch as procurement of
medicines and equipment, the donors provide “sa#ivaupport including capacity building
and development of new initiatives such as theipuirivate partnership. Of the total budget
of USD 48 million, the Global Fund contributed 36#te Netherlands 26% and government
funds almost 40%, accounting for the largest share.

Funding is channelled through government systerdsdamors comply with national
target programmes in the implementation of acésitiAn advantage of the alignment is that
the system for implementation is strong from théiomal level through to the provincial,
district and commune levél. The key problems emerging from the implementaficocess
were:

13 This is an example of program support, providing support based on national target programs of the
Government. In some documents (Ministry of Planning and Investment), this is called targeted budget
support. However, it is still questionable whether this should be considered budget support. In reality,
support to the Tuberculosis program was implemented like a project, with a separate management
unit, although the donor (e.g. the Netherlands), was determined to shift to budget support fully utilizing
Government systems.

14 At the national level, the National Hospital of Tuberculosis and Respiratory Diseases is managing

the National Tuberculosis Control Program. At the provincial level, the provincial hospitals or centers
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= There are no formal procedures to apply to donegsuding use of their assistance
funds Donors were asked to introduce different reofitoam those of the Government,
and to submit additional reports for their own fandhe approval procedures still
follow the project approval process.

= National target programme staff preferred to use tlonors’ norms as these
incorporated greater incentives for implementation.

= Extra reporting was required for each donor, nabeting to donor requirements, but
rather due to Vietnamese Government requiremehis.cfeated a heavier burden on
government staff.

*= Impact on the government system was limited tollBeontrol programme.

The programme-based support approach adopted imBheontrol programme is
similar to that for the Education for All Action &M, using the national target programme in
the education sector as a vehicle for implememtatidnlike the National TB Control
Programme, target-based budget support in the &dncgector was completely aligned with
government systems. There were no separate regntenm terms of reporting, auditing or
supervision. Problems arising from this alignmemrevthat donors were not satisfied with
the reporting and delays in disbursement were chasea result of such disagreements [23].

Programme-based support for provincial health systes

Over the past two years, the EC has conductedadestedies in three provinces (Bac
Giang, Bac Ninh and Ha Nam) to assess the conditfon implementing pilot provincial
health support programmes. The studies revealgdaithamber of challenges would have to
be met in order for a programme-based approach tmple mented at the province level:

= The planning process still focused too much ontspa.g. number of patient beds).
The annual budget increased incrementally, butneadased on sectoral priorities. A
switch from input-based to result-based planningeisessary.

= At the provincial level, while 5-year plans existthe health sector, with objectives
and targets, annual planning is not entirely linkethe 5-year plans.

= Cooperation between different provincial line démpemts (Department of Health,
Department of Finance, Department of Planning aneédtment, etc.) is still weak,
which slowed the process of negotiating budget sudpr priority health objectives.

The EC is planning to provide support for pilot pinces to develop sector strategies
in line with the national strategy and linked witre provincial MTEF. A synthesis of the
findings and lessons learnt in implementing thegmmme-based approach needs to be
made.

for Tuberculosis and Respiratory Diseases are the main counterparts for service provision,
supervision of activities of the lower levels, developing standard targets and referral system. At the
district level, the Tuberculosis control teams at the district hospital or preventive medicine centers
treat TB patients. TB patients are monitored and receive drugs at the commune health stations.

15 When the Netherlands expressed the desire to provide budget support, many impediments and a
lack of detailed guidelines were revealed.
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Seeking consensus in the implementation of the pnagmme-based approach

There is a lack of consensus with regards to firdnmechanisms and approval
procedures for the application of the programmedaspproach. It is claimed that Decree
131 is the key document to guide implementatioditférent support approaches, but it does
not give details of the financial mechanism andrap@ procedures for budget support.
Lessons learnt from other ministries on adoptiorthef programme-based approach need to
be extensively disseminated, e.g. the World Baridévelopment Programme Loan for
Higher Education, under the Ministry of Educatiomdalraining, and the Comprehensive
Capacity Building Programme on ODA Management (CLBRplemented by the Ministry
of Planning and Investment.

5.3 Selection of aid modality

Like other sectors, there has not been a formalzedess for modality selection in
the health sector. There is an on-going exchangeless between the MoH and donors
through the HPG on assistance modalities for thatlinesector in the coming years. The
Department of Planning and Finance is a key playediscussions with donors on the
approach and proposals for projects/programmes.pé&hgpective of the MoH and donors is
to have a flexible mechanism for selection of d@saie modalities in order to satisfy the
management requirements of the Government, polafidise donors, and to use donor funds
effectively to satisfy the objectives set out.

6. Priority issues

The discussions above indicate that the Vietnanmesdth sector is encountering
multiple challenges in attracting and productivatjizing external assistance, some of the
most challenging priorities include:

1) The absence of a policy framework linking differesob-sectors and problems of the
sector, for example to manage and supervise humesources, at the same time
linking the roles and functions of the MoH and tieslth system with other players
such as the private sector, occupational assong#ad other relevant ministries. The
MTEF for the health sector is still only in theafrstages, and has not yet become a
formal document for donors to align with.

2) Inadequate coordination to increase aid effectissrend to avoid duplication and
fragmentation.

3) Inconsistencies and lack of harmonization betweeaveBiment and donor
procedures, guidelines and regulations.

4) Absence of conditions to adopt new support @pgres, and lack of evidence on the
effectiveness of various aid modalities to informalague between the MoH and

donors, as well as among donors.
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Chapter VI. Household direct out-of-pocket health
expenditure

Household direct out-of-pocket health expenditusean important indicator for
assessing equity in a health system. In Viet Nayuséhold out-of-pocket health expenditure
as a proportion of society’s total health experrditis high, ranging from 60% to 70%. This
chapter examines the current situation and expdw@ds in household out-of-pocket health
expenditure in the near future to create a bagisnfaking recommendations on how to
gradually decrease this inequitable form of heakpenditure.

1. Relevant concepts

Household health expendituig the total spending of a household on all ohéalth-
related needs, including preventive, promotive amndative care. Household health
expenditures can include pre-payment before amsine.g. to purchase health insurance) or
direct out-of-pocket health expenditures when usiealth services (e.g. paying hospital user
fees).

Direct out-of-pocket payment for health caefers to the expenditures households
make directly when they use services, primarilycpase of drugs, payment of hospital user
fees, diagnostic service fees and other indirepeeses related to seeking medical care at
state or private facilities (including self-medicax). These direct expenditures often create a
financial burden for patients and are among thesesawf impoverishment and inequity in
health care. In order to reach the goal of equitizgalth care, it is necessary to increase state
budget health expenditures, expand pre-paid expeadi(health insurance) and reduce to a
minimum direct out-of-pocket health spending byseholds.

Catastrophic health expendituresre direct household out-of-pocket health
expenditures (usually calculated over a year) éxaeed household ability-to-pay based on
some standard threshold (for example, health spgraticounting for 40% or more of total
non-food household expenditures). Household aHititpay is measured as the amount of
income remaining to the household after payingdod costs.

2. An overview of policies affecting household out- of-pocket health
expenditure

Prior to the “Renovation”, the Government providéee health care to the
population. Therefore household out-of-pocket lesyttending was very low.

In 1989, the Government issued Decision No. 45-HD&Tcollection of partial user
fees, which was subsequently updated and revisethéy 994 Decree No. 95-CP and the
1995 Decree No. 33-CP. These policies had the iposiffect of increasing revenues of
hospitals and hospital budgets, but they also tbiibe people to pay part of service costs,
increasing household out-of-pocket spending foitheservices.

Since 2002, the implementation of a policy of fiomhautonomy in public hospitals
according to the 2002 Decree No. 10-CP and the Zi¥iiee No. 43-CP, and the policy of
social mobilization which advocated for mobilizimgn-budgetary financial resources, has
led many hospitals to diversify the forms of heatibrvices they provide, facilitating
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opportunities for patients to obtain better healine. However, as a result the people often
have to spend more from their own pockets on health services.

In addition to policies related to partial user tadlection, the Government has also
adopted policies supporting health care costs lier goor and other vulnerable groups,
including Prime Ministerial Decision No. 139/200BTg on curative care for the poor
and Government Decree No. 36/2005/ND-CP on freéhezae for children under age six.
The Government also has policies to subsidize Iheedre costs for other social policy
beneficiaries including the elderly aged 85 ananplthe disabled, the elderly without family
support... These policies have contributed considgrabreducing household out-of-pocket
health expenditure.

Politburo Resolution No. 46, dated 23 February 20@%s laid out an important
orientation to ensure equity in health care fordheeral population: “to renovate and refine
health financing policies with a view towards aidaipcrease in the proportion of the public
expenditure share (state budget, health insuraané)gradual declines in the form of direct
out-of-pocket health spending of patiehts.

3. The situation of household out-of-pocket health expenditure

3.1 Household out-of-pocket health expenditure shar e

Household out-of-pocket health expenditure acco@mitsa large proportion of the
total health expenditure. According to the MoH Na&l Health Accounts data [12], 2004 -
2006, the figures were 63.9%, 65.8% and 62.8% otispdy in 2004, 2005, and 2006 (Table
7). Based on the Minister of Health’s May 2008 preation to the National Assembly on
social mobilization in health care, the state budgerently only covers around 30% of total
health expenditures, while another 60% is experigethe people, mostly for user fees and
self-medication, with the remaining 10% being cimitred from agencies and the business
community. According to the World Health OrganizatiWHO), this is a very high share of
health expenditures coming from household out-akeb spending, leading to inequity in
health care.

However, according to World Bank calculations, B03, Viet Nam spent some 5%
of GDP on health care with household out-of-pocke¢nding accounting for as much as
70% of total health expenditures of the entire estygireaching even higher in 2004 at 73%
[37].
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Table 7: Household out-of-pocket health spending, 2 000 - 2006 (VND billion)
Year 2000 2001 2002 2003 2004 2005 2006

Total health expenditure 23,289 | 26,869 | 27,508 | 32,017 | 39,511 | 49,577 62,685

Household health
expenditure

Percentage 62.74 58.40 56.62 55.11 63.91 64.52 60.79

14,611 | 15,689 | 15,576 | 17,645 | 25,251 | 31,988 38,107

Source: National Health Accounts, MoH, 2008 [12]

According to data from the National Health Accouitis2001-2006, household out-
of-pocket health expenditure as a percentage ofstiuety’s total health expenditure has
been declining, although this change is very saad fluctuates over the years. While the
percentage in 2000 was 62.7%, in the years 200, a0d 2003, this percentage declined to
58.4%, 56.6% and 55.1% respectively, although D428nd 2005 it increased again to 63.9%
and 64.5%, declining again in 2006 to 60.8%. Desthieé minor fluctuations of out-of-pocket
spending over the years, the above figures proaig@verall picture of generally limited
support from public financial resources, accountmrgonly 23.4% to 31.8% of the society’s
total health expenditure.

3.2 Structure of household out-of-pocket health exp enditure

In 2006, on a per capita basis, direct househadtine xpe nditure was VND 452,000
(USD 27) [12]. Household out-of-pocket spendinghaealth care in Viet Nam accounts for a
large share of total health expenditure. As indiddty the National Health Survey in 2002,
as much as 70% of household out-of-pocket paynaetspent on inpatient and outpatient
treatment (both in public and private facilitiesiftwthe remaining 30% being spent on self-
medication and procurement of health-related netef88]. For inpatients, user fees account
for only 60% while the remaining 40% includes othadirect costs (lodging, meals,
transportation and gifts to health workers) andcpases of additional drugs and health
services outside the treatment facility. The slareuch indirect costs increases the higher
the level of facility used [38]. In contrast to atent spending, about 84% of outpatient
spending of households is to purchase drugs andthhearvices, with indirect costs
accounting for only 16%.

3.3 Effects of out-of-pocket health expenditure on households

Health expenditures, particularly out-of-pocket peyts, are generally different from
spending on other goods and services, since theyuawanted expenditures made in
response to often unexpected and unpredictabletimeghealth events, which have an
entirely negative effect on household welfare, iogtinto resources that could be used to
purchase other goods and services. Out-of-pocketeimid health expenditures can result in
inequity in health care in a variety of ways.

Direct out-of-pocket payment of user fees can liautess and utilization of services
not only for poor households but also for the rmpsor. Generally, expenditure on inpatient
care from household out-of-pocket resources iseqgbigh. The richest living standard
quintile spends 2.5 times more than the pooresttiéglisuggesting a greater use of medical
services by the better off. Results of analysighefViet Nam National Health Survey 2001-
2002 found that if a poor person is hospitalizethait government support, on average for
each inpatient episode they will have to spencethevalent of 17 months of household non-
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food expenditures [39]. In the case that a pooepais covered by health insurance, their

out-of-pocket health expenditures decline consialgrdnowever because they have to pay for
other expenditure items not covered by health axsee including some drugs, materials,

IVs, health expenditures still cause a considerdbikelen for the household. Thus, when it

comes to illness, if the out-of-pocket resourcesthe only resort, some households may not
use health services because they simply cannadatifiem. If they do use medical services,

many will have to sell their property or meansie¢lihood to pay for the hospital costs and

this may set them on the road to poverty.

In respect of outpatient care, although one-timetsomay not be high, the
accumulation of costs over multiple treatment gisita year will create no less a burden than
for inpatient care. Patients covered by the heiakbrance fund or entitled to exemptions or
reductions in medical care fees, can be expect@ayoan acceptable amount, 7% - 25% of
the monthly non-food expenditure for a family membdowever, in the event that a poor
person doesn’'t have health insurance and thusohpayt entirely out of his own pocket for
health services, the costs can soar up to 75%eaftinthly non-food per capita expenditure
of a household. That is obviously an extremely fdawden for poor households, especially
in the case of chronic illnesses that require progal treatment and multiple uses of
outpatient services [40].

Direct out-of-pocket health expenditures are anoirtgmt cause of impoverishment.
For the poor, medium-income groups and even fob#teer off, just one inpatient stay may
lead to high medical expenditures, which can ealsiyd to debts and poverty. A 2003
research study indicated that 10.45% of Vietnarhesseholds were affected by catastrophic
health expenditures- the highest of all 59 coustimeluded in the study [41]. Although the
share of households suffering catastrophic heaigerditures has seen a clear decline from
1992 to 2006, this share is still at a high levswhpared to other countries [42] (Table 8).

Table 8: Percentage of households facing catastroph ic health expenditures
(1995~2000)

Country Percentage of Year
households

Viet Nam 10.45 1997
Cambodia 5.02 1999
Ukraine 3.87 1996
Republic of Korea 1.73 1999
Bangladesh 1.21 1995/96
Thailand 0.80 1998
Philippines 0.78 1997
Slovenia 0.06 1997
UK 0.04 1999/2000

Source: K. Xu et al. [41]

In general, spending on inpatient treatment issvyéurden for the people. A survey
on health expenditure in 30 hospitals indicates Wigen compared to the average monthly
non-food expenditure across the entire country,etkpgenditure on an inpatient treatment
episode of acute pneumonia for a child under 5g/ebage was some 6.5 times higher, in the
case of appendicitis 11 times higher, and in theecaf a stroke 22 times higher, almost
equivalent to the non-food expenditure of an aveagyson for two years [43].

71



Joint Annual Health Review 2008

One common strategy employed by households to wighlthe health expenditure
burden is to borrow money or sell assets. Accortinitpe Viet Nam National Health Survey,
around one-third of the total number of inpatidmd to borrow money to pay for their health
care needs, of them, about 10% had to part with H#ssets and 3.3% had to rely both on
loans and sales of assets. Many more poor peoglefdiged to borrow money to pay for
inpatient care than those from the medium and imghme groups. Nearly two thirds of the
poor had to borrow money and sell properties tofpayealth care. Even a large number of
medium-income people without health insurance ladesort to debt and sales of assets.
Clearly, health expenditure is a significant burdest only for the poor but also for
households with medium income.

The aforementioned negative impacts of househatebfbpocket health expenditures
lead to limited ability to access health care gbation of the population and is a main cause
of increased health status disparities betweenlptpo groups.

3.4 Factors influencing out-of-pocket health expend iture

As discussed above, out-of-pocket health expereditare already high and may
continue to rise. In order to reduce out-of-poclealth expenditures of households, it is
necessary to analyse the major contributory factéteusehold out-of-pocket health
expenditures are influenced by many factors, witcigh be categorized into policy factors,
health service delivery factors and household facto

Policy factors

In general, many policies can be used to reduceofepbcket spending. First,
increasing the state budget share for health camehelp reduce the need for expenditures
from other funding sources including household aipocket spending. Management
policies and solutions that increase cost-effeotgs, reduce abuses of health services,
encourage appropriate use of services at the ¢oetral level can all help to reduce out-
of-pocket health spending.

The amount of state budget being allocated to esdtvices is increasing slowly
while household and other social spending on hegdtte is rising rapidly, leading to a
reduction in the state budget share of hospitadlifum resources. MoH statistics show that
user fees accounted for an increasing share ofitab&§pancing sources during the period
2001 — 2005 [44]. During those five years, the prtpns were 27.1%, 27.9%, 34.5%,
33.9% and 33.5%, respectively. The state budgeéshdile still accounting for almost 50%
of curative care spending (47.3% on average oweffile years, 2001 — 2005), has seen a
downward trend from 55.2% in 2001 to 42.6% in 200Bus, revenues from user fees are
becoming the main source of income for curativee dacilities. Despite efforts to increase
public health financing (from state budget, extérassistance and health insurance),
household out-of-pocket health expenditure as g@iton of health expenditure of the
whole society remains high and negatively affeqtsty in health care.

Health service delivery factors

The delivery of health services has a direct impacipatients. If the qualifications
and skills of health workers are improved, physigdtastructure and equipment are
upgraded, the quality of drugs and diagnostic tepes are assured, these will all contribute
to improving the quality of treatment and reduclreglth care costs by reducing the duration
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of treatment. Appropriate management solutions fam@hcial mechanisms that encourage
rational use of health services will also help bealth expenditures.

On the other hand, some other factors in this cayecan directly increase household
out-of-pocket health spending, including overusdadbratory tests and diagnostic imaging
by some physicians, especially in the context ofaased reliance on the market mechanism
in health care, financial autonomy and social nipdoion to install expensive diagnostic
equipment for revenue generation.

Household factors

From the perspective of the people, even if thecpand health service delivery
factors remain as they are, the people can stillelyg reduce their direct health expenditures
through actively preventing illness, seeking cameelye when they suffer from health
problems, limiting self-medication and finding ombre information about their diagnosis
and treatment in order to choose the most apprephigalth care services. It is vital that the
people raise their awareness about health insurandeparticipate more actively, reducing
the risk of high out-of-pocket expenditures forrtiselves and others in their community.

4. Priority Issues

The above analysis has indicated that householdfepdcket health expenditure in
Viet Nam accounts for a very high share of totallteexpenditure of society, which could
lead to inequity in health care. This situatiorsesifrom many causes related to shortcomings
in health financing policies, which points to cartproblems that could be considered as high
priorities, including:

1) Soaring household out-of-pocket spending &saltr of increasing user fees in public
hospitals.

2) Ineffective health care seeking behaviour aselaf health services by the people.
3) Health-related social protection system falligprt of need.
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Chapter VII. Social mobilization of financial resou  rces for
health

Social mobilization is a key policy on the agendatree Party and Government,
aiming to mobilize resources and the potential led entire society for the purposes of
protection and care of the people’s health. Sao@lilization covers a broad range of issues,
but this chapter wil focus on analyzing and assgsthe current situation, as well as the
advantages and disadvantages of implementing smohilization of financial resources for
health. On the basis of this analysis, recommeodsatwill be made for improving efficiency
and equity in mobilizing the society’s financialsairces for health. Issues concerning
various concepts and perspectives on “social nzaviiin” will also be analyzed to provide a
common foundation for evaluating related policies.

1. The concept of “Social mobilization”

For the past 10 years, “social mobilization” hasdme a major orientation and an
important solution, especially in reforms that haaken place in the sectors of health care,
education and culture in Viet Nam. According to @ovment Decree No. 73/1999/ND-CP,
dated 19 August 1999, “Social mobilization in tmeas of education, health care, culture and
sports is the promotion and facilitation of theendive involvement of the people and entire
society in the development of these fields in oraesteadily improve the level of benefit
from education, health, culture and sports in loéhphysical and mental development of the
people”.

Government Resolution No. 05/2005/NQ-CP, dated p8IA2R005 clearly states that
social mobilization has two major aims: first, tanlg into play the intellectual and physical
potential of the people and involve the entire stycin developing education, health care,
culture and sports, and second, to create conditionthe entire society, especially policy
beneficiary target groups and the poor, to enj@yiticreasing benefits from achievements in
education, health care, culture and sports.

Thus, the core contents of the social mobilizapaoficy, are to mobilize the human,
physical and financial resource potential of theirensociety, through reforming the
management mechanisms and diversifying the modegpefation and sources of investment
funds in order to create conditions for the whaleisty to benefit from improved outcomes.

2. Overview of the policy of social mobilization fo r health

In 1996, the Vllith Party Congress asserted thdlt Sacial policy issues will be
addressed through the principle of social mobiwmatWhile the Government retains a key
role, the people, business community, social omgdiuns, individuals and international
organizations should be encouraged to work togdtheplve social issues” [45]. While this
is the first time the term ‘social mobilization’ waspecifically mentioned in a Party
document, as early as 1986, the Vith Party Congressmitted itself to the credo of “the
Government and the people working together” andamadlear that health care should be
the responsibility and also the immediate concerreach and every citizen. This was
followed by policies such as “the development ddlitte activities with the resources of the
Government and the people” (1991) [46] and "theewification of forms of health care
provision, in which the public sector has the legdiole" (1993) [20].
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To provide guidance for the implementation of tleeial mobilization policy, the
Government has issued many important documents5]47According to Government
Resolution No. 05/2005/NQ-CP, social mobilizatiar health covers the following major
areas.

1) Continue to invest more government resources inltieancluding ensuring
financial resources for public health, provisionhasic health care for policy beneficiary
target groups, the poor and children under 6 yehegie. Give priority to investments for the
preventive health system, the grassroots health watwork, especially in remote, isolated
and disadvantaged areas, children’s hospitals,ig@ieddepartments and specialist clinical
areas that are less likely to attract investmemiplément projects to train doctors and
pharmacists at the university level to work in tRerthern Uplands, the Central Region,
Central Highlands and Mekong Delta. Give priority investment in development of
pharmaceutical materials resources and domestituption of drugs.

2) Strengthen activities for the care and protectibrih@ people’s healtHJrge every
community member to play a role in the care andegt@n of their own health, that of their
family and their community. Encourage individualedaorganizations, both local and
international, to participate in charity activite® provide support in terms of medical
equipment and curative care.

3) Accelerate the pace of development and improvennetite quality of health
insurance Strengthen and expand health insurance with w ¥@e diversifying forms of
health insurance to meets people’s health caresn&égorously promote community-based
health insurance based mainly on contributions frihen insured, with support from the
Government and other funding sources. Encouragentarly forms of health insurante.
Increase the number of health facilities registdoechealth insurance reimbursement of their
services. Gradually allow health insured patieatstioose the service provider they prefer.
The Government stipulates the health insurancebn@isement mechanism, while giving
preferences to target groups, children under 6syedrage, support for the poor, ethnic
minority groups and people living in disadvantageehs.

4) Pursue reform of the hospital user fee sydtased on accurate and comprehensive
calculations of direct service costs. Graduallytswifrom providing recurrent budgets to
service providers towards providing direct subsid@ users in the form of health insurance.

5) Encourage the opening of private hospitals, climiad family doctors.

6) Mobilize contributions from communities in sociédy the development of public
services, to gradually replace the role of statigetisubsidies (Decree No. 43/2006/ND-CP).

The above discussion reveals that social mobkimain health is a multi-faceted and
complex policy requiring major changes in the adstiation system. However, this chapter
of the review will merely focus on the topic of ni@ing financial resources for health care
— an important yet sensitive part of the social itiEgiion policy that requires careful
guidance if the targets of equity and efficiencyhmalth financing are to be satisfactorily
achieved.

16 The policy on developing voluntary health insurance has since changed.
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3. An overview of social mobhilization of financial resources for health

The recent application of the social mobilizationligy in health care indicates that
the mobilization of financing for health has bemplemented through a variety of forms as
outlined below:

= Policy on partial user fee collection (applicakilece 1989)

= Policy on health insurance (applicable since 1992)

»= Mobilizing resources for development of public liealervices
= Development of the private health sector.

Evaluations and analysis of the partial user feleciion and health insurance
policies have already been covered in previous tehapThis chapter will undertake an in-
depth analysis of the two remaining forms of somabilization, namely the mobilization of
resources for investment in state health faciltied development of the private health sector.

3.1 Mobilizing resources for development of state h ealth services

In order to implement the social mobilization pgli@ project called “Promotion of
social mobilization for the protection, care andpiovement of people’s health” was
approved by a MoH Decision dated 21 June 2005 andmmended a series of solutions
including “mobilizing resources for development dfe state health care system”.
Specifically, this solution calls for “encouragemeof health services, sanatoria and
rehabilitation centres to mobilize non-state finahcresources, engage in business
collaborations and joint-ventures with businesses mdividuals to develop infrastructure,
upgrade equipment and provide health serviceséwlith the approved plans” [52].

The mobilization of resources for investment irtesteealth services is currently being
undertaken in two main forms:

= Joint ventures and business collaborations foruijngrade of medical equipment in
public hospitals.

= Development of “elective” servicE'sn public hospitals.
p p p

Joint ventures and business collaborations for thaipgrade of medical equipment in
public hospitals

Positive effects have resulted from joint ventuessl business collaborations in
public hospitals in terms of addressing urgent setst upgrading medical equipment,
especially high tech equipment, serving in a timeignner the health care needs of the
people in a context of a shortage of state budgetd for procurement of equipment. Results
of a study have shown that in almost all hospitls,number of items of medical equipment
valued at more than VND 10 million is now consid#yahigher than before the financial
autonomization policy was introduced. However, éxent and form of investment vary
considerably between hospitals. Hospitals withgh Hevel of financial autonomy often rely
on joint ventures and business collaborations ircwithe investor installs the equipment at

17 Elective services in this context refer to services for which patients pay additional fees in return for
better quality services, for example, shorter waiting time, better quality room, higher tech equipment...
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the hospital and the two sides share profits ofdBDperate Transfer (BOT{ arrangements
to obtain new and high tech equipment [53].

To date, according to a government report [6], pubbspitals have succeeded in
raising about VND 3 trillion for investment in higechnologies. Of these funds more than
VND 500 billion was raised by hospitals under theH almost VND 1 trillion was
mobilized and borrowed from special fuhtén Ho Chi Minh City, more than VND 100
billion was mobilized for investment in facilitiss Hanoi, VND 50 billion was raised in
Quang Ninh province, etc.

One issue of concern here, however, is that moshefinvestments are made by
private entities, with resources used to purchasgpenent for profit motives, which leads to
undesirable outcomes, such as over-servicing, winicteases costs to patients. Access to
and use of non-profit loans from development bamkgovernment bonds or loans from
other non-profit institutions to overcome the shg#g of funds remains very limited.

Another aspect of the problem relates to questiansut the criteria used when
procuring expensive high-tech equipment, standémdgs/hen and for whom the equipment
should be used, and whether it is used effectfeFhese issues require further assessment
in order to issues regulations aimed at efficiemgléementation of social mobilization in the
health sector, while ensuring equity in health darghe people.

The current low level of investment in public haats [54], coupled with the
increasing number of privately funded joint ventusnd business collaborations in public
hospitals, without a system in place for the stdonhtrol of prescribing use of high-tech
equipment, may result in an increase in the prapof hospital fees paid out-of-pocket by
households. The 2007 Hospital Report covering 784pitals conducted by the MoH
Department of Therapy (now called Medical Serviddsinistration) indicates that the main
source of hospital revenue is from user fees, adwoy for 59.4% of all revenues and
representing an increase of 26.5% compared with6 366]. An increased proportion of
hospital fees paid out-of-pocket by patients willdl to limitations in access to health services
by the poor and near-poor.

Another issue of concern comes from findings ofasessment of medical equipment
in a sample of provincial general hospitals, whioldicated that about 20% of medical
equipment was not used to full capacity [56]. Timplies that effectiveness in the use of
funding through social mobilization is not high re$lected in the uncoordinated investment
in equipment, sometimes exceeding actual demandaak of coordination in training

8 The investor builds and operates the facility (or piece of equipment) for a certain period of time and
on expiration of the investment period, transfers, without refund, the facility (or piece of equipment) to
a public service facility.

“Special funds” lend capital for which the state budget pays the interest (the investor only pays back
the principle).

Statistics from Binh Dinh General Hospital indicate that revenues from high-tech services in 2007
were VND 15.8 billion of which: 50.2% came from health insurance (including health insurance for the
poor), 46.5% from user fees, 3.2% from health care for children under 6 years of age. The structure of
expenditures from these revenues were as follows: expenditure on chemicals, supplies, stationary,
electricity, water; labour; management; maintenance and depreciation of fixed assets amounted to
45.7%. The remainder was a before-tax profit of about 54.3%. Payment of entreprise profit tax was
28%. Total profits after taxes were VND 6.2 billion (39%), which were allocated as follows: 40%
contributed to the provincial general hospital fund and the remaining 60% of profits divided amongst
people contributing capital.
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between the equipment operators and clinical grawgirs (resulting in an even greater need
to overuse diagnostic equipment to compensatefsek).

In addition, joint ventures or business collabanasi for investment in medical
equipment in public hospitals, under conditionsadfick of MoH regulations on technical
standards for laboratories, could result in overfsesting in many health facilities with the
goals of recovering investment capital, and ultehatould impose an unnecessary financial
burden on people using health services. This imptiiee necessity for the formulation and
enforcement of a control system for prescribing amsthg high technology equipment to
ensure quality of care, along with cost-effectivena@nd equity in health.

The establishment of joint ventures and busineialmwations are only really viable
in central and provincial hospitals, because thiggr secondary and tertiary level care and
have a large number of patients. District healtte @nd preventive health services, on the
other hand, are facing huge challenges in implemgsbcial mobilization in order to attract
private investment, joint ventures and businesibotations?

Another concern is the inadequacy of existing ginds on reforming operations of
state health facilities, as well as the organizatd “elective” services, joint ventures and
business collaborations in public hospitals. Resptidm some health facilities indicate that
the lack of concrete guidelines creates confusmnplblic hospitals when implementing
joint ventures or business collaborations for Useedical equipment. Some of the confusion
is related to the extent and scope of their finalnmiitonomy and right to enter joint ventures
or business collaborations related to equipmerge@yof equipment as well as profit share
allowed). Almost all localities have faced impedm®in implementing autonomy due to the
lack of specific guidelines in the appraisal ofdamlue contributed in joint ventures. The
joint venture partner is only allowed to provideugment, however the land and premises
still belong to the Government. It is a challengeedme up with a formula to calculate how
profits should be shared [53].

As the report of the National Assembly Standing @Guitee [5] indicated, public
hospitals are in dire need of regulatory provisionshe use of public properties and land as
shares in joint-ventures and business collaboratemd for the development of “elective”
service treatment facilities, in order to avoid #m@biguous division between private and
public assets.

Many believe that the Government should investgisirmore uniform approach to
modernizing public hospitals through use of statddet and other legitimate resources. At
the same time, there is a need for policy to stsopgomote the development of private
hospitals, to overcome the mixing up of public gnivate assets. This is a problem that
should continue to be evaluated in greater depdicamprehensiveness.

Development of “elective” health services in publit©ospitals

Changes in hospital investment can be seen vesylglat larger hospitals. Many
hospitals have plans to build and expand, but withirong focus on wards for providing
“elective” health services, i.e. where the facilitgn charge additional fees for preferential or
priority services. The area that tends to recdimemost investment is in diagnostic imaging

21 Some district hospitals did set up lab testing equipment but had to close down after 1-2 months of
operation due to low usage rates and losses, causing investors to withdraw their investments.
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equipment such as CT scanners, colour ultrasougithldX- ray, and endoscopic equipment,
etc. primarily to serve patients electing to pay e use these services.

Once the financial autonomy policy began impleméoria most hospitals focused
their attention on development of these “electigefvices because they consider these to be
revenue generators. Some hospitals have separats fa “elective” services, while others
integrate them into the regular treatment facsitie

The “elective” health services approach has dewslogrimarily in larger hospitals,
such as provincial and district hospitals wherepbpulation density is higher and people are
better off. Forms of “elective” health services yarcross hospitals, from “special patient
rooms” and “elective” surgery” to “after-hours exaations”, etc. With regard to user fees
for “elective” services, a survey conducted by Hemalth Strategy and Policy Institute in 14
provincial and district hospitals revealed thatré¢heare usually two different user fee
schedules, one for normal services and one forctie& services. Fees for “elective”’
services vary substantially across hospital$his reflects the highly diversified forms of
“elective” health service delivery in public hosgg in the absence of specific provisions for
more uniform implementation.

There is currently no distinction between public gnivate assets in “elective” health
service facilities. Physical facilities and somenishings, such as beds and closets, are still
owned by the hospital. The juxtaposition of imagégatients being treated in spacious,
fully-furnished rooms in the “elective” care wardsth images of two to three patients
sharing one bed in the same public hospital haveesimes led to public outrage related to
equity in health care. This is also why in some@tathere is as yet no consensus about the
implementation of “elective” service provision ajoiht ventures or business collaborations
in public hospitals.

In short, the social mobilization of funds for irstment in health facilities through
joint ventures, business collaborations to upgradeipment and the development of
“elective” health care services in public hospitdlas yielded some positive benefits.
However, it has also created many concerns abauityesnd efficiency. The Prime Minister
has recently requested relevant Ministries to reporthe performance of implementation of
the social mobilization policy to date and develpProject on social mobilization for
specific public services and continue to reform dperations of public service units” for
review by the Party and Government by year end.[11]

3.2 The development of private health services

The promotion of private medical and pharmaceutisailvices is stipulated in
ordinances, and resolutions of the National Assgifi¥, 58]. The legislation has created the
legal basis for the establishment of nearly 70gieivhospitals, almost 30,000 private clinics,
21,600 private pharmacies and distributors, andtégdltional medicine production facilities
manufacturing more than 2,000 herbal products.pfivate health care sector has taken care
of a large proportion of outpatients, relieving tbeercrowding in public facilities and
providing more convenient conditions for the pubiicneed of health care. Some private

%2 The charges for special patient beds in Tu Du hospital range from VND 300,000-500,000/day; In
Tien Giang they range from VND 30,000-80,000/day; In Cai Lay hospital the range is from VND
50,000-100,000/day.
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hospitals have invested in advanced technologieéghwallows patients to seek treatment in
Viet Nam, rather than spending large amounts ofeyda seek health care overseas.

However, the performance of the private healthasetioth in terms of quantity and
quality, has yet to realize its full potential. Mqwzivate facilities only offer easy-to-deliver
services and lucrative tests and clinical imagieg/ges. Most private hospitals are small in
size and are mainly located in large cities, witv bed occupancy ratés According to the
2007 hospital inventory report of 731 hospitalsndwcted by the MoH Department of
Therapy, bed occupancy rates in private hospitalseve7.8% in 2006 and 74.7% in 2007,
while average bed occupancy rates across all l@fgdsiblic hospitals were 118.1% in 2006
and 122.4% in 2007 [55]. The number of inpatierdityi treated in private hospitals
accounted for a relatively small share of totahitspnts in all levels of public hospitals (only
1.9% in 2006 and 2.2% in 2007).

Information from some private facilities indicatdsat regulatory provisions on the
establishment and operation of private health sesviare considered appropriate. Current
difficulties facing them are mainly related to thigh tax raté’, lack of convenient location
for the development of private hospitals or hamdshindertaking the administrative
procedures involved in the construction of priiadspitals.

The current manpower shortages in both public amehie hospitals are a major
barrier to the realization of social mobilizatiom health care. The need for health human
resources for private services increased immegiatédr the ratification of the Ordinance on
private medical and pharmaceutical practice in 198wvever projections of demand for
human resources and the facilitation and encouragenf health human resource training to
satisfy the need for human resources for the mrigattor remain limited. To date, to recruit
staff, private facilities still rely largely on plib health services. Almost 60% of doctors in
private services are concurrently working in pulblaspitals, while in some public hospitals
at the central level and in large cities, a doct@y examine 60 — 80 patients a day on
average, making it difficult to ensure adequatdityuaf care.

Public administration in the private sector is gaftg weak. Most private services are
not registered with the appropriate organizatiamdacilitate management of professional
standards. Collection of information on the privegector and the management and
supervision of quality of care in private healtkilties are also facing multiples obstacles.

3.3 Challenges in social mobilization of financial resources for health

As discussed above, the challenges in social nzaltidin for public health can be
identified as follows:

1) Awareness of the meaning of social mobilization tlme health sector, and
mobilization of financial resources for health cargarticular, are not yet uniformly
understood. The social mobilization policy covervaxiety of aspects, including
health promotion, development of health insurafieéective” health care services,
joint ventures and business collaborations, holsfatancial autonomy, development
of the private health sector, user fees, etc. Ag las there are financial difficulties,
the social mobilization of resources will be neeegsbut in many places, the main

23 In Hanoli, there are nine private hospitals, with about 20-60 beds, and low bed occupancy rates;
Information from Health Policy Options; Vietnam Health Report, 2006, JAHR 2007
24 Some private hospitals established in the Business Law pay taxes at a rate of 28%
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interest has only been to raise capital that irsgearevenues and yields profits,
without distinguishing between equitable and inexhlé funding sources.

2) The health system has not been very successfubmiliming financial resources from
not-for-profit lending institutions, but has mobéid capital mostly from profit-driven
private investors, which may lead to undesirabdeiks.

3) The joint venture and business collaboration meisias for development of public
hospitals and “elective” health service activitea® not sufficiently clear. There is a
need for a comprehensive and reliable health irdtion system covering private
investment in health care, joint ventures and tssircollaborations between public
hospitals and private investors and “elective” tieaérvices in public hospitals.

4) Overuse of health services and technology in héadiiities (both public and private)
has yet to be controlled or limited. Such behavimay be motivated by the attitude
of those hospitals and health services to exhallsteaenue potential when
undertaking joint ventures or business collaboreito invest in medical equipment
or when mobilizing loans from profit-motivated lesrg.

5) The development of the private sector suffers froamy impediments due to the lack
of preferential policies for taxes and land for souction.

6) The social mobilization of financial resources floe development of public hospitals
may have undesirable social consequences, whicluldshee comprehensively
assessed in order to refine policies, including:

Differential benefits to service users: Investment from private funding sources and
operation of “elective” health care services hasstigoserved the needs of high-income
people able to access these services. In locaMitis better-off social and economic
conditions, mobilizing financial resources is easfijle in almost all disadvantaged regions,
especially the mountainous, remote and isolateglsamaobilization of financial resources of
society is near impossible.

Impact on hospitals and their staff: Social mobilization of resources to develop
“elective” health services and to upgrade mediggdigment, which is linked with cost
recovery and profit motives (when hospital sta# ahareholders), has contributed to easing
the budget shortage and supplementing income fidostaff in large hospitals. However, this
can also lead to disparities in income betweentlheabrkers at different levels of care,
clinical specializations and locatiofisThe movement of highly qualified medical staffrfro
upland to lowland areas, from rural to urban ar&rasn lower to higher level facilities, and
from preventive to curative care, has badly affédkee health system, particularly the public
sector. Furthermore, allowing health facilities tmke from health service revenues to
supplement resources for salary increases maytresuhe overuse of diagnostic and
treatment technology to ex%{?it all revenue potEntireating a financial burden on patients
and the health insurance fufid.

25 At present, hospital pediatrics departments are facing difficulties. Part of the reason is related to

financial autonomy in hospitals, the policy on providing free health care services for children under 6
ggars old, and gaps in health workforce training.

One district preventive medicine centre was able to earn VND 100 milion a year through
implementation of social mobilization activities, of which VND 40 million was used to supplement
salary and VND 10 million for taxes. As too much emphasis has been given to social mobilization and
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Regarding the health care system: The development of “elective” health care service
and joint ventures or business collaborations Withprivate sector to upgrade equipment in
public hospitals may lead to some ambiguity abdoetiver services are public or private in
terms of use of human resources and physical thachvnership, which will ultimately
weaken public hospitals, diminishing the integnatid the hierarchy of care and breaking up
the coherence of the delivery system. This trenkl widoubtedly promote the “fee-for-
service” approach and increase out-of-pocket paysnam patients — the major cause of
increased inequity in access to health services.

3.4 Priority issues

Among the aforementioned challenges, the mostcatithave been identified so
appropriate solutions can be found, including:

1) The unsuccessful mobilization of financial nes®s from not-for-profit lending
institutions for the health system rather than iprfiven private investors, which has
led to undesirable results.

2) The lack of regulatory systems in administerijpgnt ventures and business
collaborations for development of public hospitzisntrolling and overcoming over-
servicing of health services and high technologhealth facilities (both public and
private).

3) Impediments to development of the private hesédictor preventing it from realizing
its full potential. Challenges to service qualittamagement and monitoring of the
private sector.

4) The need for further evaluation to refine pekcto resolve the multi-faceted impacts
of some forms of social mobilization for developrneh public hospitals, including
joint ventures or business collaboration to upgradedical equipment and
development of “elective” health care services.

reducing expenditures, preventive health workers have cut down on outbreak control field trips, from
which they can only get VND 150,000 per diem a day.
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Chapter VIII. Implementation of financial autonomy in state
health facilities

One of the guiding policies of the Government ararty’ in renovating the
management mechanism to accord with the socialisted market economy is the step-by-
step reform of the public financing system in ortbepromote ownership, effective use of the
state budget and to harness the potential of pgblicices to deliver quality care. This policy
is reflected in Government Decree 10/2002/ND-CP dbecree 43/2006/ND-CP on
transferring authority and accountability over pemiance, organization of staff and finances
to public service institutions in general, andtates health facilities in particular.

This Chapter aims to give an overview of the currprocess of implementing
financial autonomy in the Viethamese health se@spgecially in curative care services, and
identifying priority issues in order to recommerausions to increase the effective use of
resources and limit any adverse effects duringirtidementation of this important reform
policy, in 2009 and subsequent years.

1. Concept of financial autonomy

The “autonomization” process, including financiat@nomy, has taken place in many
countries around the world as part of the trenghudiflic administration reform in the early
1980s. While the concept has gradually taken shapmefinitive consensus has yet to be
reached. According to the World Bank, autonomizatmd corporatization are reforms that
give public service providers more autonomy ang agl market or "market-like" incentives,
to improve performance. Both autonomization andpomatization can change decision-
making powers, residual claimants and market exposthese reforms also create more
indirect accountability arrangements that give ngena more freedom in their day-to-day
operations. Accountability in relation to loss-makiservices and other social functions are
also made more explicit, and resources are oftewlilye available to ensure continuous
delivery [59].

In Viet Nam, the concept of autonomization in treslth sector has not been very
clearly defined. Nevertheless, the autonomizatioacgss, is ongoing under the general
guidance of Government Decree 43/2006/ND-CP whickleghtes authority and
accountability for operations, organization, stegfeind financing to public service facilities.
Financial autonomy is defined more clearly andgaitzed into three types: 1) self-financing
institutions (those able to finance their entireeraping costs); 2) partially self-financing
institutions (with the rest subsidized by the Goweent); and 3) institutions fully subsidized
by the state budget (revenue covering less thandfG®dal expenditure).

2. Overview of financial autonomy policies

In line with the policy of transition from a cenltyaplanned economy to a socialist-
oriented market economy, since 1989 the healthnfimg system has seen considerable
changes with the introduction of a series of pesicio mobilize different resources for health
care. In implementing the policy to strengthen ddmw@dization of management, including
decentralization of revenue earning public serviaes 16 January 2002, the Government
issued Decree No. 10/2002/ND-CP, empowering puddicvices with autonomy in their
financing and human resource arrangements for tlpope of unifying management of
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revenues, reducing expenditures, assuring recoekmperating costs, reducing staff and
increasing income (through payment of “additionalas/” from surplus revenues) for
workers, based on performance and fulfilment ofgaltibns to the state coffers. To provide
guidance for the implementation of this Decree 2&nMarch 2002, the Ministry of Finance
issued Circular 25/2002/TT-BTC, specifying the fio&l systems universally applicable to
revenue earning public services. As for the hesdittor in particular, in February 2004, the
MoH, Ministry of Finance and Ministry of Home Affai issued Joint Circular
13/2004/TTLT-BYT-BTC-BNV, providing for specificsrothe adoption of the autonomy
system on financing, workforce and salaries foeraie earning public health services such
as hospitals, institutes with patient beds, centraming facilities, research institutes, and
preventive health services [60].

For public administration agencies and science @uotinology organizations, the
Government issued Decree No. 130/2005/ND-CP reigglatuthority and accountability for
the use of government employees and administrataeage ment expenses and Decree No.
115/2005/ND-CP allowing science and technology miggions to switch their operating
modality to one of two modes: self-financing scier@nd technology organizations or science
and technology businesses. To date, most statgublic administration agencies have
adopted the autonomy mechanism under Decree 13®RDOCP, while no science and
technology organizations have applied for finanamaionomy under Decree 115/2005/ND-
CP.

In the process of implementation, shortcomings eci@e 10 arose, because units
were only granted autonomy in finances, but nadtaffing and organization. To overcome
the shortcomings of Decree 10, on 25 April 200& tBovernment issued Decree No.
43/2006/ND-CP, expanding the scope of autonomy andountability in operations,
organization, human resources and financing inpablic services. Subsequently, the
Ministry of Finance issued Circular 71/2006/TT-Bi&€guide implementation of Decree 43,
and the MoH and Ministry of Home Affairs issuednidCircular 02/2008/TTLT-BYT-BNV
providing guidance on implementation of certainezsp of Decree 43/2006/ND-CP for state
health facilities. In the spirit of Decree 43 arigl implementing Circulars, autonomized
institutions are allowed to recruit, appoint, treensand promote government employees (with
the exception of “high level” doctors), and to dditsh, dissolve and re-organize departments,
wards and other affiliated units, based on plangroposals approved by relevant authorities.

With regards to financial autonomy, public insiiuis are given full power over
revenues and expenditures, and encouraged to dranghto businesses or non-public
institutions. They are also allowed autonomy irtisgtup development funds, welfare funds,
bonus funds, and reserve funds to stabilize inclmmtheir workers. They are also allowed to
use assets as share capital in joint ventures asiddss collaborations with foreign and local
individuals and organizations in infrastructure stonction and procurement of equipment for
service delivery purposes in line with their funcs and responsibilities as defined by the
law. Thus, Decree 43 has provided a generous femkework for revenue earning public
services to fully exploit the autonomy and accohitity for their own development and to
increase incomes for their employees.

The policy to “Convert public institutions operaginunder the subsidized and
bureaucratically managed public services to aut@musnunits providing not-for-profit public
services without excessive subsidies (in shortishezlled the “service provision modality”)”
is also stated in the Government Resolution NQ2@@/NQ-CP, dated 18 April 2005. MoH
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Circular 15/2007/TT-BYT, dated 12 December 200%yves guidance on implementation
of autonomy and accountability related to use ofe&s in joint ventures, business

collaborations or through capital contributionsprmcure equipment to provide services in
state health facilities.

Decentralization and transfer of financial autonotayhealth service providers is
expected to serve as a lever to strengthen efégwss of activities, save on expenses,
increase revenues from service activities for hettilities and at the same time increase
availability of health services to meet the healdne needs of the people. However, if the
granting of autonomy is not accompanied by improwethagement capacity, strengthened
accountability, transparency and relevant monitpand oversight, it is more likely to result
in the raising of barriers to accessing healthiseswy the poor and near-poor. Experience of
decentralization in the health sector in other Asiauntries such as China, Indonesia and the
Philippines show that the health care system maae tia suffer some relatively serious
consequences from autonomization that lacks acabilibt if the management capacity and
supervisory systems are not strong enough. Theregfosensible approach should be taken in
balancing between efforts at increasing revenudsahieving social goals in health care.

3. Implementation of financial autonomy policy

3.1 Directing implementation

Leadership role of relevant agencies

Taking the lead role in the implementation of timamcial autonomy policy in state
health facilities, the MoH, in cooperation with tMénistry of Finance and the Ministry of
Home Affairs, has issued various guiding Circulansl Decisions, reviewed proposals and
approved internal expenditure regulations applieatd institutions under the Ministry.
Provincial Health Departments also play a key rnalesetting and assigning performance
targets to implementing institutions, as well asrg guidance, monitoring and supervision
as to how the policy should be implemented in tloin locality. The Provincial Health
Departments are also responsible for reviewing gsafs and approving internal expenditure
regulations of divisions under their jurisdictiomhile the local Departments of Finance work
in an advisory and consultative role. Budget edtisaf the health sector are approved by
provincial People’s Councils and People’s Commétefraining and dissemination of this
policy is also a local concern. Nevertheless, acfice, there are a number of obstacles to the
effective communication of regulatory documentsiiting awareness of financial autonomy
among employees in most state health facilitie$.[53

The MoH and Provincial Health Departments play kg role in monitoring and
oversight of activities, from implementation proggeto the process of implementing all
aspects of autonomy in the operations of theilia®d divisions. The VSS, in the role of
fund manager and payer of health services, alsgstak active part in supervision of service
providers, both in terms of medical care and firarity means of auditing. Other relevant
local agencies also undertake annual recurrenteaigms, inventory and monitoring
activities, though mostly on the financial managetr&de only. However, in practice the
effectiveness of inspections and supervision resnainimal due to human resource and
physical constraints and the absence of a cleafiged monitoring system.

Financial autonomy in the health sector has tak@cepn two phases:
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Financial autonomy under Decree 10/2002/ND-(@2P02 — 2006) was adopted in a
conservative fashion. According to MoH reports,thg end of December 2005, 676 health
facilities have been authorized with partial fineth@utonomy, 10 of these under the MoH,
24 under other Ministries and 623 under local manant. Some 18 provinces had
introduced the system in more than half of thewalohealth facilities, 14 provinces in less
than half of their health services, some provinm®@yg piloting a few services and 6 provinces
not having even started, including Quang Ngai, Binhh, Dac Nong, Bac Kan, Cao Bang
and Dong Thap [61]. All in all, progress in implemieag Decree 10 in the health sector was
slower than in other sectors, consisting primaoflyilot implementations in health facilities
situated in large, heavily populated cities, wiighhliving standards and in facilities with
relatively good physical facilities.

Financial autonomy under Decree 43/2006/ND-@P06 — present) has been adopted
on a much larger scale and has become almost nmagdat all state health facilities. As
estimated by the MoH, to date, almost 100% of hdatilities at the district level and above
have adopted financial autonomy under Decree 4B [G@me district health facilities have
not yet applied financial autonomy due to limiteevenue and insufficient physical,
equipment and human resources but are also steppitigeir financial autonomy proposals
for approval by relevant authorities.

Extent of financial autonomy

Generally speaking, the level of financial autonoofystate health facilities varies
substantially across types of facilities, acros®le of care and across regions. Facilities in
large cities and populous areas with high livingnstards generally have a higher level of
autonomy. The extent of autonomy depends almostegnion the financial health and
existing physical conditions of the entities theivss. It also depends heavily on the
management capacity of the institution’s leadersiithere the manager is more self-
motivated, the level of autonomy is likely to b@ter and vice versa. Observations reveal
that autonomy in central and provincial/municipaspitals is much stronger than in district
hospitals. The difference is seen not only betwiedin self-financed hospitals and partially
self-financed hospitals or between those adoptutgreomy earlier or later but also between
entities with the same level of autonomy or durata applying autonomy. Moreover, the
differences can be seen even more clearly in speasipects for which the facilities have
been granted autonomy, including financial managgmeequipment investment,
development of “elective” services, mobilization af contributions to joint ventures and
business collaborations, etc[53] However, the wat#n of the extent of autonomy at
present is only based on qualitative findings aoidom specific criteria.

3.2 Some initial achievements

The implementation of financial autonomy in hedlds withessed some encouraging
achievements, as outlined below:

(1) Increased power and accountability of managéuisst agree that once autonomy
has been implemented, managers of relevant instigiare more dynamic, enterprising and
accountable for corporate performance, with a viewnmcreasing both hospital revenues and
incomes for employees.

(2) Enhanced organizational structures and better usexisting human resources
The institutions involved have paid attention tetrecturing to ensure fewer surplus workers,
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greater efficiency, improved quality of recruitmeahd appointment of key personnel,
especially managers. Meanwhile, they also emphasiemportance of training staff and
applying new technologies. Management trainingeigitning to be more focused. However,
autonomy in management and use of human resouaeshins far been limited to the
internal reassignment of staff, rather than to riharuitment and dismissal of staff, due to
restrictions in other existing regulatory documehtg have yet to be amended. Furthermore,
in many upland, remote and isolated areas, humaouree management faces many
challenges, due to a serious shortage of clinieedgnnel in these regions.

(3) Substantial increase of financial revenieports indicate that revenues of most
institutions have increased substantially since imgeoduction of financial autonomy,
especially in the case of curative care (hospit&syides the revenues from the state budget,
health insurance and user fees as regulated, thestutions have taken initiatives to
establish price lists of auxiliary services to ¢eesupplementary revenues for their recurrent
budgets. Results from one study indicate that 80602 hospitals had increased the pace of
revenue growth after autonomization. However, d@usth be noted that those hospitals with a
high degree of autonomy also tended to have highemues to begin with, while the trend is
not so clear in district hospitals (with 50% incs®® and 50% decreasing revenues) [53].
The structure of revenues has also changed witlaticar across hospitals. Revenues from
user fees, health insurance and “elective” servitas increased strongly in central and
provincial hospitals, while state budget allocasidrave declined and only account for one
fifth of hospital revenues. However, at the didthavel, state budget still accounts for a high
share (50%) of revenues, health insurance is isargabut user fee revenues are declining
and revenue from “elective” services is limited.abmostic testing and clinical imaging
services have contributed substantially to risiagenues in most hospitals. This is an issue
that requires reconsidering in the context of hagpimaximizing revenues. In the drive to
maximize revenues, overuse of diagnostic testsgimgaand drugs is hard to avoid.
However, there is a lack of evidence-based assedsmabout the degree of abuse as well as
of analyses and evaluations on the cost-effectdeeal resources in health care.

(4) More active control over use of revenu®ecause these institutions are given
powers to use recurrent state budget, which idestaler a three-year period) along with
other revenues, they are able to regulate theieredifure more rationally and effectively.
These institutions have cut costs by eliminatingtional expenditures and by allocating a
fixed expenditure budget to separate departments. (Elephones, electricity, water,
meetings, travel, etc.). Thanks to these costrayittmeasures, the share spent on
administrative costs has tended to decline (e.heaObstetrics Hospital, these costs declined
to 13.8% after autonomization, and in Tu Du Hodpitay were cut by 13%). Expenditure on
equipment procurement and maintenance has tendettrease in most hospitals (in the
Obstetrics Hospital, it increased 117.8%, whil®umang Ninh Hospital, it went up by 14%).
The share spent on staff remuneration, especialiditional salary” for staff (paid out of
revenue surplus in autonomous units), has tendethd®ase in institutions with large
revenues, especially in central hospitals or thodag cities, while in district facilities and
the preventive health system, the increase wasufstantial [63, 64].

(5) Strengthened funding mobilization for the upgratiéaoilities and equipmen@o
date, public hospitals have mobilized about VNDOB,@illion to invest in high technologies
[6]. With these supplementary resources, the ut&ins have more leeway in expansion, new
construction of departments and wards and procure i expensive equipment like CT
scanners, MRI systems and other clinical imagingimgent for delivery of “elective”
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services. Central institutions and those locatethige provinces and cities tend to invest
more than district hospitals or hospitals in uplarednote and disadvantaged areas. Despite
the requirement that the use of hospital revenoesggrades of equipment must be approved
by the supervising authority in advance, there daager that hospitals will tend to focus on
highly profitable medical services and technologisl move away from less profitable
services, which, in the end, will affect the pat®ninterests. Thus, through the social
mobilization and autonomization policies, healthrvi&e facilities have succeeded in
attracting a sizable amount of funds to upgradéitias and equipment despite limited state
budget resources. However, the lack of specifiaslaion offering guidance for the
management and use of private investment in puddEivices has raised concerns about
equity and the quality of health services, sinahsavestments will undoubtedly target high
income generation and profitable services paidliactly out of patients’ pockets [65].

(6) Increased benefits for employee&ince the inception of financial autonomy,
hospital staff incomes have increased dramaticBBliberations over payment of additional
salaries have tended to focus more on performandestff capacity. Evidence shows that
the additional salary varies significantly betwemstitutions, as the additional salary
coefficient in central and municipal areas is ofteuch higher than in rural, mountainous and
remote areas. For example, in large income-gengrétospitals such as Tu Du, Cho Ray,
Bach Mai, and the Central Ophthalmology Hospitad, added salary coefficient is about 1.5
- 2.5 times the base salary, while many other Halspiare facing huge difficulties in
generating additional revenue due to physical ejfituman and geographical constraints.
Moreover, given the current level of user fees &mpdlth insurance reimbursements, it is
already difficult enough for them to cover the @d®rg costs of the facility without having to
try to set aside a modest portion of the revenyeayoadditional salaries for their employees.
According to reports from Ha Tay Provincial Heallrepartment, the province has 21
institutions implementing partial financial autonpnsince 2007. After one year of
implementation, the increased salary coefficient $taff ranged from 0.01 - 0.2 in 19
hospitals, while only the Ha Tay General Hospitatl 8Ba Vi Hospital achieved higher
additional salary coefficients of 0.46 and 0.55peegively [66]. On the other hand, some
hospitals have managed to provide a salary appedrin4 — 5 times the base salary, despite
the fact that Decree 43 specifies that the maxinaduaitional salary coefficient must not
exceed three times the annual basic payroll ofutlie which is an issue that needs further
review. In light of the current situation, with iking differences in terms of income and
working conditions, it is likely that there may Wwéle increasing migration of qualified
doctors from rural to urban and upland to lowlamdaa as well as from the public to the
private sectors.

(7) Increased competitiveness between service providdre implementation of
financial autonomization has resulted in competitie tween public health services, and with
the private sector, in terms of service qualityc@rand customer service. Hospitals need to
make more of an effort to improve performance atuwhet patients, especially those with
higher purchasing power. Autonomization also praaatenewal of financial management
thinking, operation methods and customer servidei®y hopefully improving satisfaction
among patients and their families. On the otherdhams runs the risk of breaking up the
consistency and uniformity of service delivery,lsas the disintegration of the hierarchy of
care (from primary to tertiary levels) and escapfngm the necessary controls of state
administration, if the necessary administrativerimaents are not in place.
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3.3 Difficulties and challenges

To date, there have been no comprehensive evaiksatb the implementation of
financial autonomy and the overall impact of thdigyoon the health system. However,
initial survey and study results of hospital finecautonomy have pointed out some
potential limitations and undesirable impacts friwn implementation of this policy.

Firstly, autonomization has been applied uniformly witheutficient consideration
being given to feasibility, local conditions or ilementation capacity of the institutions
being autonomized. At the same time guidelines spedtific regulations for implementation,
monitoring and inspection, as well as other necgssgpporting policies, are lagging behind.
This has made things more difficult for the hodpitend adversely affected the professional
and personal lives of health workers in most distiospitals in rural, upland and
disadvantaged areas.

Secondly, the financial autonomy policy in state health liites has been
implemented despite the existence of ancdnsistent regulatory systémas related
legislation are overlapping and conflicting and sauserious impediments to the financial
autonomization process. The provisions of Decreead® its implementing Circulars are
themselves not entirely appropriate for the unigatire of the health sector and the potential
implications on equity in health [67] (since head#rvices, unlike normal services, are more
strongly affected by asymmetric information betwgeoviders and customers, low elasticity
of demand, sensitive nature of health care in $p@aad extreme difficulties in determining
cost-effectiveness, etc.). To be specific, theenirpolicy of partial user fee payments and
health insurance reimbursements set inapproprateld, that are insufficient to cover the
costs of providing health care services. Provisimmgeneral public service salary payments
under Government Decree No. 03/2003/ND-CP do ric |ato account the uniqueness of
the health sector. The referral system and hieyarch care levels are inappropriate.
Stipulations on salary levels, establishment ofiowes funds and human resources
management are creating hurdles in the imple mentafi the autonomization policy.

Thirdly, the tendency to increase investment in facilitegguipment, and expansion of
“elective” services for profit can result in theskiof service providers becoming solely
“profit-driven” and the commercialization of the dith system in the absence of relevant
regulatory systems for monitoring and inspectieading to:

= Use of funds not for the development of a healstesy for the public but rather to
meet the needs of those who can @dys situation may result in hospitals trying to
pass difficult, low profit cases to higher leveldaretain the easily treatable and
higher profit cases. The lack of attention paidetchnical guidance and backstopping
from higher to lower levels may cause a breakdawihé hierarchy of care levels,
overloading the higher levels and weakening thesyoots health care facilities.

= Adverse impact on equity in health caRatients will become targets for revenue
generation, overuse of diagnostic tests and expetsthnologies, and discrimination
against patients not making out-of-pocket paymelaading to limited access to
health services, especially for the poor, the e, those without health insurance
and vulnerable groups.

= The huge gap in income and working conditibeswveen central and large municipal
hospitals and hospitals in poorer, remote provindestrict hospitals and preventive
health services will likely result in the migratiasf the workforce from lower to
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higher levels, and from rural to urban areas, capuan additionally severe dearth of
health professionals in the grassroots levels.

The fragmentation of the health systerto independent units lacking coordination

and cooperation creates a risk of losing the cohgreiveness and systematic nature
of service delivery, as well as breaking up theenirtechnical hierarchy of care and

escaping from the necessary controls of public agtnation.

Fourthly, the capacity of hospital management is not yspeasive enough due to

lack of understanding and knowledge about autormtoiz and inadequate health
economics, health finance and hospital managemilis, sall in the context of a weak

information and monitoring system, leading to cdesable confusion in implementation
nationwide. Continuing low levels of openness, smarency and accountability in

implementation of autonomization lead to a riskeaztkages, waste and inefficiency in using
hospital resources.

4. Priority Issues

Based on the above discussion, the following camdeetified as priority issues to

address:

1)

2)

3)

4)

Continued difficulties in implementing the autonaation policy due to the lack of
guiding legislation and conflicts with other reldtgolicies (e.g. the user fee policy).

The mechanism for supervising the process of implging autonomization needs to
be more comprehensive, consistent and efficientder to limit the negative effects
of the process of implementing autonomization.

The health economics management and hospital maemreagecapacity, openness,
transparency and accountability of the hospitadiézahip is not yet adequate for the
requirements of the new mechanism.

The positive and negative effects of autonomizat@mthe health system, especially
evaluation of the impact on the people, particulpeople using health services, has
not yet been adequately assessed to form a basidjtsting related policies.

90



Chapter IX. Hospital service payment mechanism

Chapter IX. Hospital service payment mechanism

The mechanism by which hospitals are paid for tisenvices significantly affects
health service delivery and use. This Chapter ptesen overview of financing channels and
the corresponding reimbursement methods applidtbspital services. This is followed by
an analysis of hospital payment mechanisms alotly athievements and limitations that
need to be addressed in relation to the mecharasrpdying for hospital services in Viet
Nam. From this analysis, recommendations are medarding reforms needed to create a
more appropriate hospital payment system.

1. Overview of hospital financing policies

Hospital service financing is directly affected pglicies on state budget allocation,
collection of partial user fees, financial autonoofyreve nue-generating public services and
health insurance.

State budget allocation for public hospitals in tVidam is undertaken mostly
according to the traditional method of input-basending. Under this method, funding of
public hospitals is allocated based on the ressurequired for the operation of the health
facility (patient beds, staff size, equipment atiteooverhead costs).

Prior to the enactment of the Revised Budget Lav2@®2, the state budget was
allocated to public hospitals in accordance withous general norms applicable to different
socio-economic areas. Since the introduction oRbeised Budget Law (especially since the
implementation of financial autonomy and accoutitsbiat local levels), the budget
allocation to provincial and district hospitals determined primarily by local authorities
based on the level of priority given to health chyeindividual authorities and according to
the financial resources available in the locality.

One can see a clear increase in the recurrent ditpen norms for health care in
2006 (norms specified in Decision 151) comparedh 2003 (norms specified in Decision
139, see Table 9). However, it is worth noting tiheet health care budget expenditure norms
specified in Decisions 139 (2003) and 151 (200&) @mnly recommendations. In addition,
these norms cover expenditures on both curativepagwk ntive care. In practice, state budget
expenditure on hospital operations varies substynbetween localities. According to 2005
statistics from the MoH Planning and Finance Deparit, almost all hospitals received a
budget allocation in the range from VND 14 to 24lion per bed per year. Large cities like
HCMC and Hanoi had even higher budget allocaticarsed.

Table 9: State budget norms for health care under D ecision 139/2003/QD-TTg and
Decision 151/2006/QD-TTg

Norm Norm Ratio of
Zone 139/2003/QD-TTg | 151/2006/QD-TTg 2006 to
(VND/person/year) | (VND/person/year) ALY LI
Urban 32,180 58,680 1.8
Lowland 35,400 79,280 2.2
Upland, ethnic and remote areas 44,780 101,100 2.3
High mountains and islands 48,050 140,700 2.9
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There is currently neither a formal database norofiicial method of allocating
hospital budgets. This explains the differenceuddet allocations for hospitals and the high
level of dependence on local budget funding fophats.

Public hospitals operated almost entirely on statdget funding for a long period
until the late 1980s, when they were allowed tdecoluser fees covering part of their costs
(called partial user fees). Revenue from user tee®rs an increasingly important share of
total hospital revenues. Nevertheless, the usesé¢bedule developed for basic services in
1995 under Circular 14/1995/TTLB-BYT-BTC-BLDTBXH kanever been updated since
that time.

Since 2002, some hospitals have begun to undefitzekecial autonomy in line with
Decree 10/2002/ND-CP, and since 2007, most heathices registered to transfer to
autonomous operations under Decree 43/2006/ND-C&erie from partial user fee
collection is retained entirely by the health seegi to cover costs of service delivery.
Institutions are authorized to use this financedaurce at their discretion, as specified in
Government Decree 43/2006/ND-CP, dated 25 April&208tarting in 2006, the system of
“three year fixed budgets” with strong encourageimeinefficiency has gradually been
applied in public hospitals.

2. Sources and methods of hospital service payment

Hospitals receive reimbursement of their costsughodifferent payment channels,
with different payment mechanisms. To date, howetare have been few research studies
and systematic assessments of hospital financirtgads in Viet Nam. Figure 16 describes
the payment channels and hospital financing methes#si. Hospital services are being
reimbursed from two pooled sources (the state budgel health insurance) with the
remainder coming from out-of-pocket payment by eenusers. The latter channel, direct
out-of-pocket payments from users, is being indnegys mobilized by hospitals.

Figure 16: Financing channels and hospital service payment mechanisms
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The state budget (primarily from tax revenues)accounts for 35% of total hospital
inpatient expenditures [12], and increases to 4B% [f outpatient expenditures are also
included. This budget funding is used to finance pahospital expenditures (mostly human
resource costs and part of operating costs) by sneibudget allocation. Before 2007, the
state budget was usually allocated to public hapan an annual basis, proportionate to the
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number of patient beds or staff size, etc. Sind®2he traditional budget allocation method
has been transformed into a new method of staldgdilallocation over three-year periods.
This can be considered as a major step forwardhenchange to fixed-budget allocation,
while reducing regulations on inflexible norms a@glto hospital spending.

The share of hospital revenues fromalth insurance reimbursementshas seen a
moderate increase, from 13% in 2003 to 16% in 2605wvever, while health insurance in
general covers about 40% of the population, in seofrfinancing (in hospital finance) it only
covers about 16% of total costs. This reflectstltions in health insurance premiums and
benefit packages for health insurance members.

Health insurance reimburses some hospital coststiynéor pharmaceuticals, IV
fluids and consumables) through the fee-for-serp@gment mechanism using the same fee
schedule stipulated in the partial user fee reguiat Due to pressure from budget shortfalls,
health insurance reimbursement to provincial argtridt hospitals involves a cap (total
spending allowed in relation to the number of iesuregistered for health services in that
hospital). This, in fact, is like a fixed budgeloahtion that is often used in other countries.
However, in the past this cap was not applied ghdr level hospitals, especially central
hospitals, which has led these hospitals to attedmphaximize their revenues from health
insurance. Their health insurance reimbursementesofrom the health insurance fund
allocation to first-level care hospitals when thejer patients to higher level hospitals,
leading to a high share of these resources belamtaway from lower level hospitals.

Out-of-pocket payments by service usersalso determined through the fee-for-
service modality, account for a sizable and indngpproportion of the total revenue of
hospitals (from 32.8% in 2002 to 36% in 2005, serife 17). In the foreseeable future, this
increase is expected to be even higher as hospitalencouraged to generate additional
revenues in order to remain financially autonomous.

Figure 17: Structure of hospital financing sources, 2000~2005
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Source: Hospital inventories 2000 [68], 2003 [63] and public hospital budgeting, Health Policy Unit, 2005 [69].
3. Shortcomings of current hospital service payment mechanism

3.1 Inappropriate changes in the composition of hos pital revenue
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The composition of hospital funding in Viet Nam icates that the proportion of
income from user fees (including health insuranug aut-of-pocket user fee payments) out
of total hospital revenues has been increasinguarlyd This is a direct result of policies
aiming to reduce the financial reliance on the esthudget and increase the financial
autonomy of hospitals through income sources dtteer the state budget.

Out-of-pocket service payments are the root cafisealth expenditure burdens on
households. This is exacerbated by the situatiomhich hospitals are being encouraged to
increase revenues for financial autonomy purposeteveost and service quality control
systems are inadequate. Many households are faekugssively high health care
expenditures. These are the early signs of theraeweffects that reliance on the out-of-
pocket payment method can have on equity in healté.

3.2 Service fee schedule no longer rational

The legislated service fee schedule [70, 71] alldavscollection of only part of the
total cost of providing services, and primarily eow the costs of drugs, consumables and
materials used for diagnostics. Direct subsidies gablic hospitals can only cover a
proportion of operating costs, labour costs andret#ation of equipment and buildings.
Thus, revenue from partial user fee collection atate subsidies falls short of what is
required to finance operations and improve serguoality. Under this system, the state
budget subsidy for use of hospital services isstii@e, irrespective of whether the patient has
a high or low income, which in effect leads to #iate subsidies accruing to the better off
more than the poor, the opposite of what is desoexthieve equity objectives.

3.3 The user fee schedule lacks incentives appropri  ate for use of technically
appropriate care

The user fee schedule is set up so that the ldvbleofee for the same service rises
with the level of facility in the hierarchy (primarsecondary tertiary) including for services
that are more appropriately provided at a loweelleVhe motivation for setting up user fees
in this way was to encourage patients to use grvassrlevel health services where the
services are cheaper, thus contributing to relgtire overcrowding at higher levels of care.

However, from the perspective of incentives in fitevider system, when a lower-
level health facility is only permitted to recoveosts at a lower rate than higher level
facilities, it is highly unlikely that the lowerael health services is going to be sufficiently
motivated to improve either performance or serwuality. From a policy point of view, if
the strategic target is to promote the developn@nlbbwer level hospitals, then these
hospitals should receive priority attention througippropriate financial incentives.
Experience from China reveals a serious deteraraitn the capacity of the lower-level
hospitals and health service system as a directerprence of irrational service financing
policies.

3.4 Many drawbacks in input-based state budget fund  ing

Most public hospitals are still receiving their tstdoudget allocations based on input
requirement budgeting norms (patient beds, sta,setc.) [72]. However, input-based
budget financing aims to control expenditure witheligning budgets to performance and/or
output targets. Completion of tasks according tanpiks always accompanied with full
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disbursement of the allocated budget, without aeemtives to ensure that the resources are
used effectively.

In reality, the number of inpatient beds is not @od indicator of the need for
resources, as it does not reflect the actual ptnahycand performance of the hospitals.
Public hospitals may attempt to attract more dtatdget funding by increasing patient beds,
unreasonably encouraging more patients to use tabspervices, increasing inpatient
admissions, lengthening the duration of treatmeichieve higher bed occupancy rates, etc.
This may well be one of the reasons for the pensisbverloading in higher level hospitals,
where bed occupancies often exceed 130% - 150%.

3.5 Fee-for-service provider payment mechanism

Fee-for-service is the main mechanism for paymémospital services in Viet Nam
currently applied to both health insurance andaftgocket funding. The fee schedule is
determined by relevant state agencies, based ochwttie local authorities (in charge of
hospital management in their locality) specify tirecise fee level for each service, taking
into account the technical capacity of the hosp#altl the ability to pay of the local
community.

The fee-for-service mechanism has the advantageativating the productivity of
hospital service providers, and therefore the cigpadilization of the health system.
However, the inherent incentives in this mechanisnover-provide services and escalate
costs are major limitations.

Evidence from many countries around the world iatis that, on balance, fee-for-
service reimbursement promotes over-servicing (@bos services) for profit motives.
Service abuse may occur due to requests of semsers (mostly the better-off, for use of
high technology services, or “elective” servicas) through the overprescribing practices of
service providers. The problem of provider-inducdeimand is usually more serious,
especially when services are paid for by a thindyp@sually the health insurance agency). In
addition, health care is a special type of servioe,which clients usually lack sufficient
understanding to determine which services are aygstopriate for them. The request to use
services (especially diagnostic testing) primagi§pends on the provider.

Under the financial autonomy and social mobilizatimechanisms (especially for
procurement of testing equipment), the trend towaoder-servicing may increase as
hospitals want to increase revenues. Over-servisingow widespread, in both public and
private health facilities.

Another limitation attributed to fee-for-serviceimbursement is the oversupply or
abuse of treatment services. Such abuses prinfadlys on services with official user fees
set at a level higher than cost or for servicesnfoich official user fees have not yet been set,
especially high tech services. The overuse andpoeeision of services may satisfy those
users who believe that more services and more sxgeservices means better quality (and
better customer service by providers). In facts thia waste of resources and sometimes
these unnecessary services can also result in @atphs and adverse effects on users’
health as well as increasing their expenditures.

Fee-for-service payments can also result in a tfwavhere the hospitals try to
attract more patients, even those with mild illesséhat could be treated at lower levels),
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and prolong the duration of treatments, etc. ireotd maximize revenue. This is also seen as
one of the most important reasons for the currgateavowding in higher-level hospitals.

As a result, the fee-for-service payment methodaudsally limited the performance
of the health system. Due to overcrowding, higleeel hospitals have to use resources to
provide health care for mild cases that could gds# treated at lower levels (e.g. normal
delivery, child pneumonia, etc.), which thereforaids the resources needed for more severe,
life-threatening conditions, and research and dgweént of use of modern health
technologies in Viet Nam. At the same time, marstriit hospitals are operating at under
capacity, which also leads to a waste of resoursested in this level of the system.

From the service users’ perspective, health expenedi sharply increase as a result of
multiple use tests, use of expensive drugs, imatialrug combinations, and prolonged
inpatient periods, etc.

Therefore, transferring from the fee-for-serviceympant mechanism to a new
mechanism (such as package prices by diseaseearsdigjroup such as the DRG system) is
very necessary in order to increase the performandbe service delivery system and to
mitigate the health-related financial burdens far $ervice users.

4. Priority issues

From the policy-making perspective, the pressureragources to meet increasing
needs in terms of both quantity and quality of treakrvices is a problem affecting most
countries. When resource requirements for hospitaigase and the costs of service delivery
escalate, efficient and optimum use of availabkoueces is vital to the development and
success of the entire system. Reform of hospitatadns in Viet Nam towards autonomy,
as specified in Decree 43 (2006), is a move intértdemotivate hospitals to mobilize and
use resources in order to ease the pressure aiatlieebudget. The above-mentioned targets
all require a transformation from the existing itypased funding system to a new financing
modality for more effective use of hospital res@sic

Lessons learned from the reform of other publicsises, such as power and water
utilities, indicate that minimizing waste of exmsgi resources is the most feasible and
effective strategy for the sustainable developneétite service delivery system.

The MoH has made considerable efforts to reformphalsfinancing methods to
improve efficiency. With regard to the state budgethe proposal for reform of health care
operations and financing submitted to the Prime idfkm, the MoH recommends more
studies on budget allocation to public hospitatssddl on performance (quantity and quality
of services) instead of the current patient bee@tadlocation. With donor support, a number
of studies are currently underway as part of edfestchange from the fee-for-service system
to a case-based package price system and eventoadlydiagnosis-related groups (DRG)
system. It is expected that the case-based pagkamepayment method will be piloted with
some diseases in the immediate future and rolledd owar time if positive results are
achieved.

From the analysis above, we can determine the pmessing issues requiring priority
resolution in order to build and implement a readd@ hospital payment mechanism, these
include:

1) The method of determining user fees is irratiomal does not yet include full costing
of services provided.
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2) The fee-for service payment mechanism does notgeancentives for efficient use
of resources.

3) The lack of a uniform mechanism to supervise andaga the quality of care and
reduce over-servicing, especially when transfertioga payment mechanism that
encourages cost saving.
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Chapter X. Financial support for health care of the poor
and social welfare target groups

The move away from financing health service pronsdswards financing service
users constitutes an important part of the heaihnting reform policy, and health system
reform in general, in the direction of equity, ei@incy and development. In light of this
orientation, in the past few years, a number atjgsd have been adopted to provide financial
support to different groups of the population, udthg the poor, the elderly over 85 years of
age, and children under 6. This Chapter offersraalyais of the policy agenda and updates
the situation on financial support for the poor aodial welfare target groufsin order to
make recommendations to improve the effectivenéssigport and promote the orientation
towards providing financial support for health &msce users.

1. Orientation from financing service providers to financing service-
users

Government Resolution No. 05/2005/NQ-CP, dated p8il 005, on promoting
social mobilization in education, health care, engt and sports underlines the need to
“steadily shift from provision of recurrent finang to health providers to direct state
financing for beneficiaries of health services tre form of health insurance”. This policy
reflects a fundamental shift in the way financedaources are allocated to health care in Viet
Nam.

First, this policy can help low income groups to avoidafigial risks when it comes to
health expenditures. Since 1989, with the introdacof the partial user fee policy, fee
waivers and reduction for the poor and social weltarget groups have been stipulated [73,
74]. Recently, these subsidy policies have beennde® revised and expanded to cover
many different target groups such as the poorddl under 6, elderly people aged 85 years
and older, the near-poor, those who have contriboteritorious service to the nation, the
handicapped, orphan children and so on.

Second, government subsidies for target groupseaitih care have primarily been
implemented through support to purchase health ramee, which has contributed
significantly to widening health insurance coveragerecent years. In addition, in some
regions, the poor also receive subsidies to cowercbsts of medical transport and meals
during inpatient treatment.

Third, the policy contributes to reducing the fin&@l burden on health facilities (who
formerly had to provide free services to targetug® without reimbursement), reduced
hassles in paperwork when seeking exemptions ouctmas, and improved financial
transparency between health service providerssmpatand the health insurance agency.

However, the success of shifting from financingv&er providers to allocating
government subsidies to eligible service-usersiregeertain pre-conditions:

First, health services must have adequate techoagadcity to fulfil their functions
and health insurance coverage must be relativedadrFor this policy to be effective, the

27 social welfare target groups referred to in this review include the poor (as defined in Decision 139),
people aged 85 years and older, children under age 6, people with meritorious contributions to the
nation and the near-poor.
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unique settings of different areas and facilitiegch to be taken into consideration. If direct
state budget funding to health facilities in poieplated and remote areas is reduced, and
these facilities are not yet able to generate thwin revenues, they will face great difficulties
in maintaining activities.

Second, the Government must allocate sufficierdue®s to support social welfare
target groups. The number of people entitled tarfoal assistance for health care is
currently 27 million people, if we also include thear poor (eligible for a 50% subsidy in
their health insurance premiums), the number resadfiemillion people, and the Government
will have to spend about VND 6.6 trillion a year sapport this high proportion of the
population (see Table 10).

Table 10: Target groups eligible for the subsidy an
expenditures to purchase health insurance for these

d estimates of state budget
groups, 2008

Total
Number T Premium Support | support Total
Mode of of premium paid by from from expenditure
Target group avment be nefi- veliE bene fi- state state on health
eligible for pay ciaries ciary budget | budget insurance
subsidy (million) (VND) (VND) (VND) (VND | (VND billion)
billion)

Existing
The poor — Health
target of in‘;ﬁrance 17.0 | 194,000 0| 194,000 3,298 3,298
Decision 139
Child Direct

reren reimbursement 8.5| 194,000 0| 194,000 1,649 1,649
under age 6

Health
Elderly aged  insurance and 0.19 | 194,000 o| 194,000 776 776
85 and older direct
reimbursement
People
contributing Health
meritorious . 1.1 194,000 0 194,000 213.4 2134
. insurance

service to the
nation
Subtotal 27.0 5,238 5,238
Planned
The near-poor
(Government 97,000 | 97,000
subsidy of Heallh 14.0* | 194,000% ’ ’ 1,358 2,716
50% of (50%) (50%)
premium)
Total 41.0 6,596 7,954

* According to the Household Living Standards Survey 2006, out of the 14 million near{poor people, about 7
million have health insurance cards, including 2 million with health insurance for the poor, 2.4 million with
compulsory insurance and 2.5 million with voluntary health insurance cards. Therefore, the figure - 14 million
near-poor people expected to take part in the health insurance scheme - is simply an estimate to envisage the

maximum state budget subsidies that would be required [75].

Source: Various legislation and reports, 2006- 2008 [76-78]
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2. Implementation of policies providing financial a ssistance for health
care to the poor and social welfare target groups

2.1 Policy on health care for the poor

Outcomes

On 15 October 2002, the Government issued Decibion 139/2002/QD-TTg on
health care for the poor, stipulating coveragentdude all of the poor with living standards
below the poverty threshold, ethnic minority pogiolas living in disadvantaged upland
provinces, as defined in Decision No. 168/2001/QI2rnd Decision No. 186/2001/QD-
TTg, and residents of extremely disadvantaged camesiuin accordance with Decision No.
135/1998/QD-TTg. Stable funding for these healtinecaubsidies comes from the state
budget. Provincial People’s Committees could esthladl Health Care Fund for the Poor to
either purchase health insurance cards for the podiinance direct reimbursement of
services used by eligible beneficiaries. The Fsralso allowed to pay part of the user fees in
cases where individuals meet unexpected difficuliiee to severe illness requiring expensive
treatment when seeking care at public hospitals.

Decree No. 63/2005/ND-CP on health insurance ré¢iguk allowed for all of the
poor to be covered by compulsory health insurasie for by the state budget, and for their
medical transport costs during referrals to be meveby health insurance. In recent years,
some poor people have received subsidies for miealging and medical transport during
inpatient treatment through donor projects.

Since Decision 139/2002/QD-TTG was issued till fhesent, the allocation of state
budget to health care funds for the poor has iser@@ontinuously as the regulations on the
health insurance premiums have increased and timebetu of beneficiaries have also
increased. Initially, the premiums were VND 50,(@0 person per year (in 2002), increasing
to VND 60,000 (in 2005), and VND 80,000 (in 20079]. At the beginning of 2008, the
premium was set at VND 130,000, then increaseldegtesent figure of 3% of the minimum
salary® (about VND 194,000 per person per year). A newepigwvthreshold was issued [80],
increasing the number of beneficiaries of the He&hre Fund for the Poor from 13 million
in 2002 to 17 million in 2006.

When it first came into effect, the policy allowaso modes of payment for services
provided to eligible beneficiaries: procuremenheélith insurance cards for the poor or direct
reimbursement. This resulted in only a limited nemof poor people being issued with
health insurance cards, only about 3.7 million 602 Later, however, the Government
decided to require that all target groups be caldrg the compulsory health insurance
scheme [81], resulting in a substantial increaskemlth insurance coverage to almost 15.2
million in 2006.

28 For example, the project to support healthcare for the poor in the Central Highlands funded through
ADB loans and with support from the Swedish Government.

29 pecision 117/2008/QD-TTg dated 27/08/2008 stipulated that the contribution for health insurance
for the poor, near poor, elderly aged 85 and older should be 3% of the minimum salary (equivalent to
VND 194,000 per person per year).
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Table 11: Number of beneficiaries and proportion in
insurance and direct reimbursement), 2003-2006

the entire population (both health

Year 2003 2004 2005 2006
Number and proportion 14,367,167 13,831,330 14,341.851 17,012.385
of beneficiaries in the 17.5% 16.8% 17.3% 20.1%
entire population

Number of health 3.7 million 3.9 million 4.8 million 15.2 million
insurance card holders

(people)

State budget allocated 522 billion 717 billion 784 billion 1,020 billion
to the Fund (VND)

Source: VSS [82] and local reports on implementation of Decision 139/2002/QD-TTg submitted to the MoH [77]

On 25 January 2008, the Prime Minister issued EuecdNo. 04/2008/CT-TTg on
strengthening leadership in implementing povertiuction programmes, which put the MoH
in charge of revising policies on health care foe poor, specifically recommending to
increase the health insurance card validity pet@dwo years or more, and continuing to
cover households during the first two years afseaping from poverty. Once again, this new
policy will expand the coverage of Health Insurafmethe Poor and, therefore, require even
more state budget subsidies for the poor and seeihére target groups.

Regarding use of health services by targeted b®asés, a synthesis of data from a
sample of 33 provinces and cities indicates thainf2004 to 2006, there was an increase in
the average use of inpatient and outpatient sex\pee beneficiary (see Table 12), although
the level of use is still somewhat below the natl@average.

Table 12: Health service utilization by beneficiari  es in 2004 and 2006

Average per capita outpatient visits Average per capita inpatient visits
Beneficiaries of National average Beneficiaries of National average
Decision 139 (hospitals only) Decision 139 (hospitals only)
(both hospitals (both hospitals
and health and health
Year centres) centres)
2004 0.76 0.68 0.06 0.09
2006 0.88 0.84 0.07 0.086
Source: Data on health care delivery for the poor in reports submitted to the MoH by provincial Health

Departments on the implementation of Decision 139 (33 provinces) [77]; national average provided by Planning
and Finance Department, MoH.

In addition to support for the poor nationwideactordance with the health insurance
provisions outlined above, with support from donf@sgy. Swedish Sida), in some locations
(Central Highland provinces), the poor are alsoviied with subsidies for transportation
from home to hospitals, meals during inpatienttireant and assistance to cover expensive
services (exceeding health insurance coverages)imit

In remote and isolated areas, as the inhabitaetsiaable to access health services
easily, the local health sector has organized adglreservice delivery, which has helped to
detect, diagnose and treat many health problermasttjirin the community.
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Besides the poor, the Government has recently esholt to the near-poor. On 27
August 2008, the Prime Minister issued Decision Nb7/2008/QD-TTg, stating that the
Government will subsidize at least 50% of healturance premiums for the near-poor
(those with maximum average per capita incomesvadgnt to 130% of the poverty line).
The total health insurance premium payment for ribar-poor is equivalent to 3% of the
general minimum salary. On 24 September 2008, thél Mnd Ministry of Finance issued
Joint Circular No. 10/2008/TTLT-BYT-BTC guiding irfgmmentation of the policy on health
insurance to members of near-poor households.

Challenges and shortcomings

In some areas, the process of identifying benef@saand printing and distributing
cards remains slow, with many mistakes, includimgpirect spelling of names, and delays in
printing and distributing cards to the beneficiargho have been identified [83], or in some
cases, village heads simply forgetting to hand cartds to the villagers [84]. The most
common problem has been delayed delivery of casde@many cards were misprinted and
it often took several months for the informationtba cards to be revised and reprinted [77].

Some health services have been unable to meet#usof users, including the poor,
especially in remote and disadvantaged areas. Manymune health stations are not yet
permitted to receive reimbursements for health isesvthey provide. Service quality
generally remains low due to deficiencies in infnasture, equipment, human resources and
lack of funds to cover recurrent expenditures.

Limited awareness among some of the poor prevéets from fully understanding
their rights and responsibilities, or knowing hawproperly use the health insurance cards
while IEC activities about these issues remain epete.

With a limited budget the Government has only bakle to subsidize direct health
expenditures (pharmaceuticals, blood products,lidd$, consumables, etc.), while indirect
costs (40% - 50% of total health care expenditusgs) still not covered by financial
assistance (except in the case of some provincesesmefit from donors’ projects).

More emphasis needs to be placed on monitoringegadliation of the effectiveness
and impact of policies.

2.2 Policy on health care for children under sixye  ars old

Outcomes

The 1991 Law on Protection, Care and EducationCoildren states that children
under 6 are entitled to primary health care andtowe care free of charge at state health
facilities. The policy was further elaborated incddeEe No. 95/CP, dated 27 August 1994, on
partial collection of user fees, Joint Circulartioé Ministries of Health, Finance, Labour-War
Invalids-Social Affairs and the Government Prici@@mmittee No. 14/TTLB, dated 30
September 1995, and MoH official document No. 3GBRHTC, dated 14 January 2005.
Free health care for children under 6 was finadlled out when the Government enacted
Decree No. 36/2005/ND-CP, on 17 March 2005, spedfdetails for the implementation of
the Law on Protection, Care and Education of Caildand implementing guidelines from the
Ministries of Finance and Health.

In recent years, the budget norms for health caehitdren under 6 have increased
gradually: from VND 75,000/child in 2005 to VND 1080/child in 2007 and VND
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130,000/child as of early 2008. The policy on fin@alth care for children under 6 has helped
several million children gain access to free cueafttare, including treatment for many

serious illnesses which could otherwise have dusit families as much as VND 40 - 50

million [6].

Challenges and shortcomings

When the policy on free health care for childremlem6 was widely announced in
2005, many provincial hospitals experienced an @esvding of paediatric patients [76].
This phenomenon occurred for two reasons: inadege@iipment at lower level facilities
forcing patients to flock to the provincial hosgstand fraudulent use of health cards.

The exemptions granted to children (with paymewtdacilities covered by this
policy) are limited to care of common conditionsthwno guidance on implementing the
policy for preventive interventions, or expensivergical interventions that should be
subsidized such as treatment of congenital abnamsal

The current funding support for health care of ddeih under 6 is implemented
through direct reimbursement of facilities for cgvided to children, and has not yet
adopted the health insurance mechanism to incre@s®gement efficiency and increase
health insurance coverage, while better ensurirg riphts of beneficiary chidren. The
mechanism for allocating funds by locality has eausnpediments in the reimbursement of
health care costs of children when they are redetoaifferent levels of care.

Policy dissemination and communication have beaddquate. Some health workers
are unaware of procedures for reimbursement ormpduegruticals allowed to be prescribed,
which have affected quality of treatment. In adudhti payment procedures are still heavily
administrative which has increased the workloateaflth workers.

2.3 Policy on health care for the elderly

Outcomes

The Ordinance on the Elderly, issued on 28 Aprd@(clearly states that the elderly
seeking health services should be given priority afftows for the establishment of the
Health Care for the Elderly Fund. In 2002, Decree BD/2002/ND-CP specified that senior
citizens of 100 years or more are to be providetth Wvee health insurance. In 2003, Decree
No. 120/2003/ND-CP, dated 20 October 2003, lowdnedminimum age for elderly people
entitled to free health insurance to 90. Finallyifé Ministerial Decision 67/2007/ND-CP,
dated 13 April 2007 redefined the age for eldedpgle eligible for subsidy to 85 and above.
With such provisions, the number of elderly pecgligible for subsidies will be in excess of
400,000%

In order to ensure satisfactory implementationhef Ordinance on the Elderly, the
MoH issued Circular No. 02/2004/TT-BYT, dated 2@idary 2004, providing guidance on
delivery of health services for the elderly andcsfyeng that the elderly are entitled to health
maintenance and primary health care at the comrtewed and priority at higher levels of
care.

30 According to the Household Living Standards Survey in 2006, the total number of people aged 85

and older was about 470,000. However, the policy discussed above does not include elderly
pensioners or old people on social security, which would reduce the estimated number of people aged
85 years and older entitled to support under Decision 117/2008/QD-TTg to about 400,000 people.
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Between 2004 and 2006, while the number of eldpelyple aged 90 years and older
only increased from 175,000 to 189,000, the peeggnif old-aged health insurance card
holders (of any type) increased from 27.3% in 2083% in 2006. This is clear evidence of
considerable improvement in the implementatiorhefgolicy on health care for the elderly.

Table 13: Percentage of the elderly (aged 90 and ov  er) covered by health insurance,
2004

Health
Compulsory insurance
health . Rl for social el Any health | No health
i insurance If ezl insurance | insurance Tatal
INSUrance | for the poor wellare | insurance
(pensioners) benefi-
ciaries
2004 1.3% 7.6% 14.3% 4.0% 27.3% 72.7% 100%
2006
(% and number of 33.2% 225 7.3% 63% 37.1% 100%
elderly people in each
group)
62,804 42,515 13,822 119,141 70,250 189,391

Source: VHLSS 2004 [85], VHLSS 2006 [78]

Challenges and shortcomings

Many elderly people hardly ever use their healsumnce cards. Findings from a
study conducted in three provinces show that timebar of elderly people who consider that
they have poor health increases clearly with a@é. [8et, a large number of elderly people
have never used their health cards. The study keteat the main reason for elderly people
not visiting health services (even among the induie limited mobility, even for the short
trip from home to the commune health stations (8896 of the elderly aged 85 years and
older are mobile enough to move around within tagmbourhood). Sometimes, old people
cannot go to the hospital simply because they caafford the cost of transportation or
because they feel uncomfortable bothering theldcdm to take them.

The enforcement of the Ordinance on the Elderly taedunding of health care cards
for the elderly is uneven across provinces. Mamwglides have been slow to implement the
policy, leading to unnecessary hardship for theryd*

Health care for the elderly entails certain speeigpects that differ from other
population groups, therefore, subsidizing accesbemith services for the elderly requires
specific attention to make sure that they recelieeittended benefits. In the years to come,
when the state budget share for health care is entgm, the age limit for entitlement to
benefits should be lowered to increase coveragsupport for the elderly. Policies on
community-based outreach services to enhance algitigs$o the elderly also need to be
considered.

31 The main cause is the loose inter-ministerial cooperation at the grassroots level. On paper, the

provincial Labor-War Invalids-Social Affairs Department is the regulatory authority responsible for the
elderly, but it does not have a network at the grassroots level; thus they encountered difficulty in counting elderly
people.
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2.4 Other assistance policies

In addition to the target groups above, every y#er,Government also earmarks a
portion of the budget to purchase health insurarazels for about 1.1 million people who
have contributed meritorious service to the natimnaccordance with the Ordinance on
Citizens with Meritorious Contributions to the Réwion. Health expenditures incurred by
this group are covered by the health insurance.fund

At the same time that the policy on partial coliectof user fees was introduced,
groups such as the disabled, orphans, homeless&ep@epple with mental health problems,
epilepsy and leprosy, etc. were also exempted fpayment of such user fees. To date,
assistance for health care for these groups (exbepe subject to other later policies) has
been maintained, mostly with funding from the skauidget.

In addition to health support policies, the Party &Sovernment have also issued
many other policies to strengthen grassroots healtd capacity and to improve convenience
of access to services for the aforementioned tagyetips in line with Central Party
Secretariat Directive No. 06-CT/TW, dated 22 Japzf102, on strengthening the grassroots
health care network, MoH Decision No. 370/2002/QDIB dated 7 February 2002,
introducing the “National benchmarks for the commumealth system, 2001-2010", and
2005 Politburo Resolution No. 46 on “protectionrecand promotion of people’s health in
the new situation”. The Government Plan of Acti@m implementing Resolution 46 also
highlights the need to strengthen and develop thesgoots health care network in terms of
infrastructure, equipment and human resources.

3. Priority Issues

1) The implementation of the above policies in practias faced many difficulties. As
mentioned above, access and utilization of heathices of target beneficiaries of
Decision 139/2002/QD-TTg still suffer from many sfcomings, such as slow
identification of beneficiaries, errors in printirend distributing health insurance
cards, inadequate knowledge of how to use the a#et it has come into the
beneficiaries hands, etc. Assistance for healtle adrchidren under age 6 still
applies a direct reimbursement mechanism.

Some health financing mechanisms affect qualitgaok for the insured such as the
user fee policy, low premium contributions for hieahsurance of the poor and the
elderly, inadequate funds allocated to the rectrtmrdget of commune health
stations, hospital autonomy... For the near poor lyaisaindicates a policy of
voluntary health insurance for them, up till now, inappropriate. Besides this,
supervision of implementation of assistance pdlidier the poor and other policy
beneficiaries has been limited.

2) Ability to access and utilize quality healtmasees of social policy beneficiaries faces
many impediments. The quality of health care at ghessroots level is limited,
reducing their trust in these services, leadinigyioassing of lower level facilities and
overcrowding in higher level hospitals.
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Chapter XI. Conclusions

1. Financing for Viet Nam's health sector consistdhed following principal sources: the
state budget (including external assistance), heaiurance, household out-of-pocket
payments and other socially mobilized resourcesh\Wie aim of realizing the goal of
an equitable, efficient and developed health sysiéet Nam considers the state budget
and health insurance as the two most importannéigresources for health care. Total
per capita health expenditure in Viet Nam is appnately USD 45 a person per year,
an average amount compared with other countri¢iseimegion. The structure of health
financing in Viet Nam in the past few years hasezignced some changes for the better
with higher proportions of public expenditure, ieased state budget funding for health,
broader coverage of health insurance and reducedterexpenditures. Out of total
health expenditure, however, private spending ¢(bytecket payments) still accounts
for almost 70%, a relatively high level comparedhwather countries in the world, and
this has substantial implications for the targegeaity in health care in Viet Nam.

2. Striving for equity in health care, over the pastfyears, the Government has increased
the state budget for healthsubstantially. The average annual increase oé $atiget
spending for health was 22% between 2002 and 2B@6ides growth in recurrent
expenditures, the Government has issued many desidb increase investments in
health care facilities, including investments irstdct hospitals, regional hospitals,
commune health stations, and district preventivelioiee centres. Besides tax-based
state budget funding, the Government has alsodredie treasury bonds to mobilize
resources to invest in health care. This is a leisite monstration of the serious concern
the Government has about health care for the pethygaesult of which has been a large
boost in investment for health care. In princiglee state budget allocation for health
care gives priority to the poor and to poor ancddvantaged areas. A proportion of the
state subsidies for health care are being divettedhe form of direct support to
beneficiaries, through the Health Care Fund forRber, support for purchase of health
insurance cards for the near-poor, free health fmarehildren under six and support in
service delivery to social welfare target groupsl &thnic minority populations, to
increase the effectiveness of state support by mgasare that the targeted service-users
receive the intended benefits. The Government sassaressed the need to strengthen
and upgrade the grassroots health care network)afeyprimary health care, implement
national target health programmes and bring quh#glth care closer to the people.

Nevertheless, state budget funding for health stllesuffers from shortcomings. While
state budget spending on health care has increasgusolute terms, the share of state
budget expenditures on health, as a percentag®Bf @ as a share of total state budget
expenditures, has not increased by much. The shfastate budget expenditures on
health out of total state budget expenditures 0728 estimated at about 7.3%a far
cry from the target of 10%. Per capita state budgending on health care remains low
compared to many other countries in the region.dreportion of public spending in the
total health expenditure has increased but is Istill (30%). Some localities have not
been able to ensure that their total budget foltlheare attains the level approved by
the National Assembly. Spending on preventive heflbm the state budget overall

32 Accord ing to informal estimates from the Ministry of Finance.
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reached 27.7% (in 2005), but this proportion wagela at the national level (38.5%)

than at the local level (21%) where almost 80%heflocal budget was spent on curative
care. The methods of allocating state budget tattuer and preventive care is currently
facing many shortcomings as they are still pringabtised on inputs (number of patient
beds, size of medical staff) rather than on peréorce.

Health insuranceis currently one of the most important health ficiag resources in
Viet Nam. Viet Nam is striving to achieve universalalth insurance coverage. Social
health insurance coverage has been on the riseeipast few years. The number of
health insurance members has surged since 200%Jynoegng to the Government
policy of purchasing health insurance cards for gber. In 2007, approximately 36.5
million people were covered by health insurancesoanting for about 42% of the
population. Among the insured, 41% are covered dsjth insurance for the poor, and
28% by voluntary health insurance. The packageofiees covered by health insurance
has been expanded and updated on a regular baais; Mew medical services and
technologies are provided to people with healtiiasce. The organization of the health
insurance system is also being strengthened amtedefThe National Assembly has
ratified the Health Insurance Law in November 200Bich serves as the legal basis for
achieving universal health insurance in Viet Nam.

However, on its road to universal health insuracoeerage, there are still many
challenges ahead. Health insurance coverage reroainand with poor sustainability,
especially with regards to farmers and the low-meogroups. Premium contributions
are low compared with the actual costs of healthices, restricting the service package
for health insurance members. The widely used deeérvice payment mechanism has
adversely affected access to health services byirloame groups. Adverse selection
remains a major problem in the voluntary healtruiasce scheme. Health insurance
fund expenditures substantially exceed revenueg. fidnlth insurance system lacks
specialized skills for its operation.

In the past decadexternal assistancefor health care has never ceased to grow and
overall accounts for about 8% of the state budgehéalth. External support in the form
of loans has tended to increase and to date actmmabout 40% of the total external
financial resources for health care. In 2007, theH\Wwas managing a portfolio of 61
ODA supported projects, with commitments totalligND 10.313 billion. A large
number of INGOs were committed to supporting thalthesector in a vast array of
domains in 2007. External assistance plays a xatial to the operations of the health
sector and contributes to the upgrade of infragire¢c procurement of medical
equipment, staff training and human resource dgwedmt, strengthening of
management capacity, technical cooperation in prigme and control of diseases and
more generally for health care of the people.

The MoH and development partners in the healtosdtave been very active and
resolute in seeking solutions to improve aid effertess, including the implementation
of the Paris Declaration and Hanoi Core Statemardio effectiveness. Policy dialogue
between the MoH and donors has been maintainedirapbved through multiple
channels, including regular workshops with donétB8 G), JAHRS, evaluation of the use
of external assistance in the health sector angditential of applying the sector-wide
approach in health.
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In addition to these optimistic results, aid maeragnt is still encountering challenges.
Donors are not really clear about the developmeategy of the health sector in Viet
Nam. Coordination between external assistance famdsthe state budget and among
the donors also needs improvement. The shift tosvadbpting new approaches to
external assistance (programme-based assistancdor-séde assistance, budget
support) has faced many impediments and lacks deatelines. Many regulations
between the Government and donors on aid managetaekt consistency. The
management and operation of some PMUs have encedntémitations. The
disbursement rate for external assistance projeatains low.

5. Household out-of-pocket paymentsfor health care in Viet Nam are estimated to
account for from 60% - 70% of total health expewdis of the nation. This is a very
high proportion that needs to be reduced (the WHedth Organization recommends
that it should be less than 50%). Most out-of-pogieyments are for self-medication,
health service fees at private facilities and exigeres incurred when seeking health
care at state health facilities. For inpatienttireant, user fees only account for 60% of
the total cost to households, while other indicartts (meals, transportation and others)
account for the remaining 40%. The higher the l@feflacility, the higher the indirect
portion of expenditures. With regards to outpateare, almost 84% of the expenditures
are on pharmaceuticals and medical services, widleect costs only account for 16%.
Quite clearly, increased reliance on outpatierattrent and use of services at lower
level health care facilities should help reducer@at costs in health care.

The fact that many of the contributors to the pgbportion of household out-of-pocket

payments still exist is worthy of concern. Theselude, for example: the widespread

reliance on self-medication without a prescriptiprevalent and unnecessary bypassing
of lower level facilities; the fee-for-service pider payment mechanism; determination
of user fees not based on accurate estimates t; ¢eslth insurance coverage of only
part of the population, facility attempts to maxamiall revenue resulting in abuse of

services and technology when financing autononayriployed in hospitals, etc.

6. Mobilization of financial resources for health carefrom society, in line with the
policy of social mobilization, is a major orientati of health sector reforms. In
implementing this policy, state health faciltiesavie managed to pool together
considerable resources for investment through jamtures and business collaborations
in the purchase of medical equipment, developmérielective” services and wards,
etc.. In this way, the equipment and technologizgdacity of public hospitals has been
upgraded, increasing quality of care and raisirgpine for the health staff. However,
these modes of social mobilization have mainly beeployed in urban areas where
living standards are higher. There is a tendencyttfiese investments to be for profit.
The overutilization of services receiving sociafliyobilized investments need to be
scrutinized and put under stricter oversight tauemg quity in health care for the people.

Due to the social mobilization policy the privdwealth sector is also growing rapidly. To
date, there are over 70 hospitals, about 30,08Gcsli 21,600 drug stores and dealers,
450 traditional medicine manufacturing facilities majority of private health facilities,
however, remain small-scale and fragmented, lockteptly in large cities, specialized
in providing simple services, diagnostic tests mmaging that are quick to recoup costs.
Challenges related to the development of privatelthecare at present are mostly
attributed to high taxes, shortage of conveniecations for facility development, and
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health human resource constraints. Informatiorectbn as well as quality control and
supervision of private health care services remasak.

State-owned service providers in the health sdwwe adoptednancial autonomy in
accordance with Government Decree 43/2006/ND-CP acHieved impressive
outcomes. The authority and accountability of facinanagers has clearly improved.
Financial revenues of facilities have increasedtutiiially helping to resolve obstacles
stemming from limited state budget resources. @Quaficare and performance has also
considerably enhanced while staff incomes have grow

However, the introduction of financial autonomyshaot been entirely smooth. Some
related mechanisms and policies are inconsistetiit mromotion of greater autonomy.
The outdated user fee policy has exposed shortgsniint the policy has not yet been
revised. The economic management and hospital astnaition capacity of the hospital
leadership are inadequate, while openness, traasparand accountability remain
limited. The fee-for-service payment mechanism setedinduce overuse of technology
and services to maximize profits, creating finahbiardens on patients and wasteful use
of resources. Without effective management in if#es| with “elective” services, there is
a serious possibility of the mixing of public andivate interests in use of human
resources and physical facilities.

At this time, available evaluations and reviewstloe autonomy system focus mainly on
the institutional level, for specific hospitals (na@mement, hospital revenue, staff
income, etc.), while evaluations on the effectnef approach on the entire health system,
community and health service users, especiallpth, are not yet available.

Regarding hospital service payment mechanismgurrently the most commonly used
method of user fee collection employed in Viet Nigratill the fee-for-service payment.
This has been used since the user fee policy wagght into effect (1994), with fees
collected for each individual service used by tia¢igmt. Both out-of-pocket payments
and health insurance reimbursements apply thisedeth

In the past few years, with so many reforms inlthepolicy (social mobilization,
financial autonomy, and so on), the fee-for-senpegment mechanism has begun to
expose its many drawbacks. Health care is a spsgalof service characterized by its
compulsory nature (sick people have to go to thepit®l) and service users with
inadequate understanding and information to dewidat services are most suitable for
their condition. Thus, abuse of health serviceaduostic tests, pharmaceuticals,
treatment duration, etc.) are quite common at Ipathlic and private health facilities.
One of the major causes of this situation is tleefée-service payment mechanism. The
more services the patients use, the more provarsearn. Many higher level hospitals
are eager to accept patients with even mild illasggst for the extra income generated,
often causing their own facilities to be overloaded

Viet Nam is in the process of considering a swiidm the fee-for-service payment
mechanism to case-based package payments and @&tetitea DRG payment method.
Currently, with support from some donors, the MaHplanning to pilot the case-based
package payment method for some common servicesnéhodelivery, C-section,

appendicitis, pneumonia, etc.) in selected hospitaditer the pilot period, the MoH will

consider rolling out use of this new modality tdert conditions and other hospitals.
With the case-based package payment method in smwjce abuse should be
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significantly curtailed as hospitals will have toopide effective and cost-efficient
treatment to reduce expenses while maintainingityuzticare.

9. Financial assistance for health care of the poor ahsocial welfare target groups In
the process of reform and development of the heaitlhor in a socialist-oriented market
economy, many health financing policies may haveglizations on access to services by
the poor and other low-income groups. To ensuratyeguhealth, the Government has
given priority to providing financial assistance ke sure that the poor, low-income
and other underprivileged groups are guaranteeelsado health services. In support of
the poor and ethnic minority groups, the Governneorttinues to increase the state
budget allocation to buy health insurance cards ttee poor (under Decision
139/2002/QD-TTg). In 2007, the premium contributedm the state budget was
VND80,000, which increased to VND130,000 in 2008 &|as now reached the level of
3% of minimum salary (equivalent to VND194,000 person per year). The number of
beneficiaries also increased dramatically whenGbgernment revised the poverty line
(the poor now account for about 20% of the popatgti In addition to the poor, the
Prime Minister recently decided to subsidize atsied0% of the health insurance
premium, now set at 3% of the minimum salary. Tldicy of free health care for
children under six continues to be implemented.rdeent years, the state budget
allocation to the health care fund for children higsn, from VND75,000 per child in
2005 to VND108,000 per child in 2007 and VND130,@@® child in 2008. In addition,
the elderly, handicapped, orphan children, homefa=ssple, mentally ill, epileptic,
leprosy, TB patients and others also continuedeive free health care services.

Challenges in the process of providing assistaadde poor and other social welfare
beneficiaries include mistakes and delays in idging target beneficiaries; inadequate
health services in some locations (especially tpiand, isolated and remote areas);
quality of care falling short of health care neeflshe community; meagre government
assistance to cover the substantial indirect colsteeking care; and scant monitoring
and evaluation of policy implications.
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Chapter Xll. Recommendations

This Chapter presents recommendations of the JABB8,2intended to support the

planning tasks of the MoH for 2009 and subsequeats/and also to serve as the basis for
selection of the focal points for cooperation analadjue between the Viethamese health
sector and international development partners. rels@mmendations consist of the major

solutions to priority problems of health financinghe next few years.

1. State budget for health

Increase state budget for health to meet health-rated needs of the public

1.

The Government needs to continue increasing stadgdl spending on health. The
increase in state budget health expenditure needstpace the average increase in
general state budget spending in order to reacB% g&hare of total state budget
spending each year. Minimum spending norms neetletcestablished for basic

domains of the health sector. A monitoring system be put in place to guarantee
that the directive of increasing the health budgetffectively undertaken at both the

national and local levels.

Funding sources consisting of external assista@@A( NGO), government bonds,
bank loans and other legal financial resourcesldhmantinue to be prioritized in the
drive to achieve a breakthrough in investing in amgroving quality of health

services at all levels.

Reform allocation, management and use of state budgfor health care

3.

Reform the mechanism for allocating state budgehéalth services with priority on

poor people, poor and disadvantaged regions, gmtsshealth care and preventive
health. Prioritize use of state budget funding fplement basic health policies,
especially those targeting the poor, the near-poloiidren under age 6 and other
social welfare beneficiaries.

Gradually reform the way the state budget is chiieuthéo health services from the

current input-based method (patient beds, staffin@) results-based method linked to
assigned tasks, quantity and quality of performamath a monitoring mechanism

that assesses performance of the assigned tasks.

Reform the mechanism for allocating preventive thefunding, based on assigned
tasks and performance on these tasks. Developdmegaand monitoring mechanism
to increase expenditures on preventive healthoted state budget expenditure on this
sub-sector reaches at least 30% by 2010, in p&atiatthe local level.

Strengthen the reporting system on state budgetrebfures for health in order to
have accurate information to inform health finahpianning. Establish a reporting
system across the levels of the health systemaie budget expenditures on health.
Research the option of applying the MTEF in thelthesector. Undertake a study on
effectiveness in use of state budget for healipeaally for certain focal sub-sectors.

Develop and implement a rational remuneration gdlicencourage health workers to
work in the grassroots level and in disadvantagedsa
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2. Health insurance

Adjust policies to expand sustainable coverage o&lalth insurance

8. To reach complete coverage of the formal sectokfease, it is necessary to ensure
compliance in making contributions to health inswe through regulatory
mechanisms such as assigning clear responsibilgy the right to monitor, inspect
and impose penalties on people who do not partepahealth insurance.

9. Health insurance policies need to be revised tdudlec health insurance for
dependents of workers according to the Health brste Law. This will increase both
the number of health insurance members and revémuaspremium payments from
employees and employers (instead of using the diatiget to purchase health
insurance for dependents of workers).

10.To safeguard the sustainability and ability to ba& the health insurance fund,
adjustments need to be made to align health insaranhemes with fundamental
health insurance concepts including financial glaring within the community of
people participating in health insurance duringesnof illness. Distinguish clearly
between the health insurance policies and soc@éption policies. It is necessary to
have a policy on management of the voluntary comiakhealth insurance schemes
operated for profit through revising and supplenmgntguiding circulars on
implementation of the 2000 Insurance Business Lalkich stipulates mechanisms
for the monitoring and management of commercialth@éasurance schemes.

Solutions to address the imbalance of the health $snrance fund

11.Study and review the list of health services, ptmeoticals and consumables
included in the package covered by health insurafmenulate the basic health
service benefit package based on principles ofefbsttiveness and suitable with the
ability to balance the health insurance fund; foateithe health insurance premium
levels in line with the health care package andifoalance.

12.Health insurance should gradually apply a caseebddmgnosis specific) package
payment mechanism to replace the fee-for-servicehar@sm currently used. Put an
end to the unrestricted reimbursements for servatesigher level health facilities
through deduction from the health insurance budb&wer level facilities to pay for
referral care by revising the multi-level reimburent regulations in Joint Circular
No. 21/2005/TTLT-BYT-BTC.

13.Control adverse selection in health insurance tjinouse of appropriate technical
measures. The VSS agency needs to effectively édwaad communicate to the

public so they can gain a correct understandingiglbealth insurance, contributing to
reducing adverse selection.

14.Revise and amend the decrees guiding implementatiothe Law on Insurance
Business, to complete the legal basis to implemeahintary commercial health
insurance schemes, in accordance with the pringigliecommercial health insurance
is not a replacement for social health insuranakthat social health insurance target
groups may only purchase commercial health ins@rance they have duly paid their
social health insurance premiums.
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Strengthen management capacity of the health insurge system

15.Strong and consistent leadership by the Party addfarent levels of government is
imperative to ensure the development of healthrarsze as one of the local political
commitments and as an integral part of the locaiocseconomic and health care
development plan. Close cooperation between releagancies and organizations
(e.g. administrative units in the Ministries of Rténg & Investment, Finance, Labour
— War Invalids — Social Affairs, etc.) and supdoosim mass organizations and society
are also vital to the development of the healthriasce system.

16.The health insurance system must be organized glaigssional specializations, not
as a set of extra tasks assigned to someone alsaging pension and unemployment
funds. The health insurance system needs to unfiforamopt the single-fund
approach, yet allow for increasing decentralizatmempower provincial level health
insurance authorities. There is a need to creatntal reserve fund that assures the
ability to share risks across the entire systerhfigds a means to avoid the situation
of health insurance funds in poor provinces subsidiricher provinces where health
care costs per insured patient tend to be higher.

17.Establish dedicated agencies serving health inserawrk, e.g. committee advising
on the health insurance package and on the hewithance drug list. Employees in
the health insurance system need basic health anseir management training,
relevant to their roles and the mandates of theisitipns. Health insurance
management needs to be systematically computeareldintegrated with hospital
patient management and health insurance expenditna@magement software
programs, in order to gradually modernize the haakurance management system.

3. External aid

18.Although GDP per capita in Viet Nam is improvingrémains low. The need for
investment in health is still very high. It is poged that the donor community
continue to prioritize assistance to health in Waim in the upcoming years.

19.The MoH should formulate a consistent developmdat gor the health sector,

elaborating upon strategies and areas of prioggesetial for the future development
of the sector, especially in five-year plans (2612015). This plan should give an
overall picture of how much funding is needed foe entire sector, including from
the state budget, external assistance, resoum@ssfycial mobilization, along with an
estimate of the funding shortfall, to serve as sid#r mobilizing external assistance
and other supplementary funding sources and eftggtcoordinate health financing
resources. Donors should focus their assistandbeostrategies, plans and priorities
of the Viethamese health sector.

20.Upgrade the information system on external assistato health to ensure
comprehensive, precise, up-to-date information @nthform health planning at the
central and local levels

21.The MoH and its development partners should wogetioer to implement the “Hanoi
Core Statement” and Accra Agenda for Action (AAA)ihcrease aid effectiveness;
develop together a joint agreement to strength@&at®feness of external assistance
in the health sector.
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22.The MoH and its development partners should coatitau implement the JAHR.
Donors should commit to continue financial assistaior the JAHR under the
coordination of the Planning and Finance Departroéttte MoH.

23.Strengthen the activities of the HPG in an effectimanner through reforming the
working mechanism, revising the TOR of the HPG atréngthening further the
participation of relevant parties (Departments/ Adstrative Units/ General
Departments, institutions affiliated with the MoBbither relevant Ministries, policy
beneficiaries, etc.). Consolidate the Secretaried svorking sub-groups through
defining clear and specific roles, tasks and meshanfor operation.

24.Study to understand better the advantages andvdistjes and the conditions
necessary to implement new aid modalities (sect@part, programme support,
budget support), and on that basis identify coecoinditions, specific health sub-
sectors and preparatory steps necessary to agsg ttew approaches.

4. Reduce household out-of-pocket health expenditur es

25.Develop forms of pre-payment for all groups in sogi especially in the form of

health insurance. Continued state budget fundinggsiired to support procurement
of health insurance for the poor, near-poor androgbcial welfare target groups. The
health insurance premiums for the poor and near-peed to be raised to keep up
with rising service costs. Health insurance reinseurent should be adjusted to
increase the coverage limits for the poor and pear- Relevant local agencies
should be encouraged to direct more resourcespiwosuthe poor and near-poor with
non-health expenses like transportation, meals, etc

26.Formulate clinical standards on prescribing use ladforatory tests, diagnostic
imaging, especially for costly tests and teststeelao joint venture and business
collaboration investments in equipment; standardeed calibrate laboratory
equipment to ensure that test results are validcandbe relied on at different health
service providers.

27.Reform hospital management, improve quality andcieficy of patient service,
promote rational use of diagnostic tests, pharntéads, and consumables, restrict
misconduct and informal payments.

28.Encourage use of appropriate levels of care andcanete chnology, according to the
referral system and use lower levels of care imtdmal manner to reduce related
costs of health care, especially indirect costsnitLself-medication and over-the-
counter sales of prescription drugs.

5. Mobilize financial resources in society for heal  th care

29.The MoH should collaborate with relevant Ministraasd local authorities to continue
to mobilize and effectively use investment capitabevelop public health facilities
using loan funds from Development banks, governrobentls and other legal sources
of capital to invest in developing health facilgjeespecially grassroots, district and
provincial levels.

30.Develop a transparent financial system with dedageovisions on the use of public
assets (e.g. land, infrastructure, human resoubcasd names, etc.) as shares in joint
ventures and business collaborations, and on theilimadion of other non-public
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funds for health care. At the same time a contretimanism is needed to supervise
use of medical services of joint ventures and lassncollaborations in order to

ensure quality of care goes along with economiacieficy and assures equity in
health care

31.In the immediate future, promote development of phmivate health care system
(especially private hospitals, foreign investedditads, etc.) as the focus of the policy
on social mobilization of resources for health caire order to replace private
investment in “elective” services, semi-public dees, joint venture and business
operations in public hospitals.

32.Undertake an assessment of the non-state budgetesoof investment financing in
health, forms of joint venture and business collabons with private investors, and
“elective” services in public hospitals to assdss implications of the current partial
privatization of public hospitals and recommendiiohs to control the situation.

6. Financial autonomization

33.Supplement and refine policies associated withniiel autonomy, including: (i)
prompt adjustment of the user fee policy; (i) etfee implementation of policies
supporting the poor, near-poor and social welfarget groups; and (iii) adjustments
in relevant regulations on setting up developmants, additional salary coefficients,
joint ventures and business collaborations, paymEbtisiness income tax, etc.

34.Strengthen openness, transparency and accountadiilihealth facility financing;
promote democracy in oversight of operations; Omg@training to improve capacity
for hospital management, especially management rutite autonomous hospital
mechanism.

35.Strengthen the monitoring and inspecting role opesuvising authorities over
financially autonomous institutions to restrict thend of chasing after profits.
Strengthen supervision of the implementation ofdbtesks of public hospitals at the

higher levels, especially technical mentoring atdo level facilities, rotation of staff
to support lower levels.

36.Implement research studies and evaluations omtpadt (both positive and negative)
of financial autonomy in public hospitals on bottte thealth system and service users
themselves, especially the poor and the near-poor.

7. Hospital service payment mechanism

37.Reform the method for allocating state budget tepitals based on the number of
patient beds or staff size towards allocation basedssigned tasks, workload and
performance, and subject to a performance mongaystem.

38.Gradually develop standard care pathways for comifirsses to form the basis of
standardizing health care, limiting overprovisidrhealth services at health facilities
and in order to implement a pilot to transform frahe fee-for-service payment
mechanism to a case-based package payment systewemually to a diagnostic-
related group system (DRG). First of all, implemantilot covering a few common
conditions, with clear diagnostic criteria and treant protocols.
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8. Financial support for the poor and other social welfare target groups

39.The Government needs to maintain state budget if@®r for effective
implementation of policies assisting the poor, digh under age six and social
welfare target groups, and ensuring health caratyequthe context of the market
economy, increasing share of investment from syciabbilized funds and financial
autonomy in health facilties. Resolve shortcomings management and
implementation of the health care fund for the pdenovide free health care for
children under age 6 in the form of purchasing themsurance cards. Effectively
implement the policy to subsidize at least 50%haf health insurance premium for
the near poor. Strengthen IEC on the rights andoresbilities of the poor when
using health services

40.Local authorities need to be committed to mobiliziresources to support indirect
expenses (meals, lodging, transportation, etclggeen the financial burden for the
poor who have to seek health services far fromrthemes. Donors can play a

supportive role in the process of creating and ua#eng pro-poor health-related
policies in Viet Nam.

41.The MoH should establish a liaison office (situatedthe Planning & Finance
Department) responsible for regular monitoring aegorting on the delivery of
assistance for the poor and other beneficiaris®oial welfare policies.
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Annex 1. Recommendations from 2007 and outcomes

Recommendations from JAHR 2007

1. Health system organization and management

Amend and refine basic health
policies

= Draft Law on Examination and

Treatment, Law on Health Insurance and
some other legal documents to be
submitted to the Government and
National Assembly for review and public
referendum.

The MoH is in the process of reviewing the Law on Health Care for the
People in preparation for the formulation of the Law on Examination
and Treatment.

The Health Insurance Law was passed by the 4" session of the Xlith
National Assembly in November 2008 and becomes effective starting 1
July 2009.

National Assembly Resolution No. 11/2007/NQ-QH12, dated 21 Nov.
2007 on the law- and ordinance-making agenda of the 12th National
Assembly for 2007-2011and 2008 approved the schedule for law
making including the Law on Examination and Treatment, the
Population Ordinance and the Food Safety Ordinance. On stand-by are
the Law on the Disabled and the Tobacco Control Law.

Continue to reform and
increase effectiveness of public
administration in the MoH;
define the role and mandates of
the MoH in a decentralized
health care system and
strengthen policy analysis
capacity

Undertake a study to analyze the state
administration functions and mandates
of the MoH in line with the need to
renovate public administration,
implement public administrative reforms,
decentralize and integrate
internationally.

Draft plans and solutions.

Draft materials to institutionalize
recommended adjustments.

Decree 188/2007 ND-CP dated 27 Dec. 2007 outlines the functions,
mandates, jurisdiction and organization of the MoH.

Minister of Health Decision 19/2008/QD-BYT dated 30 May 2008
specifies the operating procedures of the MoH; the Minister of Health
issued Decision 16/2008/QD-BY T, dated 22 Apr. 2008, defining the
role, mandates, jurisdiction and organization of the Medical Services
Administration. The MoH is now further reviewing the proposed
functions and mandates of other units under its jurisdiction for
ratification and is in the process of submitting to the Prime Minister for
approval of 77 ministerial agencies.

Five MoH agencies having obtained the VN ISO standards 9001: 2000
(the Cabinet, Organization and Management Department, Drug
Administration of Vietnam, Food Safety Administration and HIV/AIDS
Administration) and are now applying 70 operating procedures to
improve effectiveness of public administration in health.
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Recommendations from JAHR 2007

Health management information
system

= Formulate and set in motion a plan to
establish a health information system for
2008 -2010.

= |Improve and integrate the application of
information technology in hospital and
patient management, under the overall
management of the MoH.

= Aplan for developing the health management information system has

been devised while the hospital management system and software,
including the second phase of patient records management, is currently
under development.

The Medical Services Administration is drafting a proposal for a
telemedicine project as an initial step in the formulation of a proposal on
applying information technology in hospital management.

Prime Ministerial Decision 43/2008/QD-TTg dated 24 March 2008 was
issued in approval of the plan to use information technology in the
public administration sector in 2008, including assistance to develop an
information management system for preventive medicine.

Regulation of public and private
medical/ pharmaceutical
practice

= Establish mechanisms and requirements
for medical practice registration in close
connection with quality control.

= Establish a quality assurance system to
monitor quality of care for both the public
and private sectors.

= Establish the Medical Council.

= Attract private health facilities to join
local civil society organizations related to
the health sector

The establishment of the Medical Council is being proposed in the draft
Law on Examination and Treatment. Requirements for registration of
medical practice will also be elaborated in the Law and its implementing
decrees.

The draft Law on Examination and Treatment, when ratified, will

provide a legal basis for the development of regulations on quality
assurance and improvement, including rules on practice registration.

Consolidate the organization of
the health system at district and
commune levels

= Develop a strategy to improve
cooperation between the District Health
Office, Preventive Health Centres and
hospitals in the management and
leadership of the preventive and curative
care network in the communes.

Government Decree 14/2008/ND-CP was issued, superseding Decree
172 on the organization of the local health system.

Joint Circular 03/2008/TTLT-BYT-BNV of the MoH and Ministry of
Home Affairs dated 25 Apr. 2008 defines the role, mandates,
jurisdiction and organization of Provincial Health Departments, and
district health offices affiliated to the Provincial and District People’s
Committees.
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Recommendations from JAHR 2007

Improve aid coordination,
cooperation and effectiveness

JAHR 2007 and JAHR 2008 are
implemented and are working to
strengthen donor performance
(regarding coordination, consistency,
support modalities, etc.).

= Donors have worked more closely with each other and the MoH in
providing external assistance. The partners have also asked the MoH
to maintain its coordinating role for health-related aid.

= Donors and the MoH are drafting a statement of intent to implement the
Hanoi Core Statement in the health sector, expected to be completed in
December 2008.

2. Health human resources

Health human resources
development strategies and
plans

Compile a status report on health human
resources.

Devise and approve a strategic plan.

= The MoH Science and Training Department is working on the master
plan for health human resources training and development network.
= The MoH (Science and Training Department) is currently preparing the

“Health human resources sector development programme” focused on
human resources development and management.

Strengthen the health workforce
at the commune level,
especially in remote areas

Reform staff remuneration packages,
including salaries, allowances and other
fringe benefits, such as housing,
transportation and further training for
health workers stationed in remote and
isolated areas.

= The Prime Minister approved the proposed plan on: “Health human
resources on-the-job training for disadvantaged and upland areas in the
North, Central, Mekong Delta and Central Highlands” on 14 November
2007.

= MoH Circular 06/2008/TT-BYT dated May 26 2008 gives guidance on
the recruitment of students to upgrade their medical or pharmaceutical
training at the university or junior college levels.

Strengthen regulations
associated with workplace
conditions

Approve regulations requiring health
workers to spending 2 — 3 years at a
community-based job before being
allowed to work in private practice or to
pursue further training.

= The Planning & Finance Department has developed a proposal for
“Renewal of the financing and salary system in the health sector” which
also specifies the obligations of medical doctors.

= The Organization & Manpower Department is drafting a proposal on the
obligations of health workers.
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Recommendations from JAHR 2007

Financing mechanisms

= Approve plans and regulatory
documents to increase the training
budget and diversify training approaches
for the purpose of increasing revenues
for training institutions.

= Channel donor support to the upgrade of
facilities at training institutions.

= Resolution 18/2008/NQ-QH12 on social mobilization in the health
sector has been issued, calling for a faster growth in the state budget
allocation for health than in the overall state budget.

= The MoH management is working closely with the Science and Training
Department to develop the Project “Health human resources sector
development programme”, which includes infrastructure investment for
medical schools.

Quality assurance

= Ratify the Law on Examination and
Treatment, with provisions regarding
standardized issuance and extension of
practitioner certification to ensure health
service quality.

= Establish a roadmap, with budget
funding, for the audit of training quality
by the Ministry of Education and
Training.

= Ensure more medical colleges go
through the training quality audit.

= Approve procedure on refresher training.

= Approve and implement work plan for
refresher training.

= The role and mandates of the Medical Council (under the Law on
Examination and Treatment) are under consideration, with the likely
potential that the Council will be tasked with accrediting medical training
institutions.

= The Minister of Health issued Circular 07/2008/TT-BYT on 28 May
2008 providing guidelines on continuous medical training for health
workers.

Intensive training

= |dentify needs, training facilities and
resources to develop an intensive
training plan.

= Assist the health sector in upgrading

staff capacity on applying medical high
technologies.

= Formulate an agenda and launch

training courses on public administration
in health care at different levels and in

hospital management.

= The Minister of Health issued Decision 1816/2008/QD-BYT on the
rotation of specialists from upper level hospitals to support lower level
hospitals to improve quality of care.

= A handful of universities have started a graduate level course on

hospital management (Hanoi School of Public Health, Thang Long
University, etc.).
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Recommendations from JAHR 2007

3. Health financing

Health care resource
mobilization

Increase the share of the state budget
expenditures on health care in the total
national health expenditure.

Reduce the share of out-of-pocket
spending in the total national health
expenditure.

Increase health insurance coverage
across the entire population, especially
in respect of compulsory health
insurance in the formal sector workforce.

Conduct study and evaluated pilot of the
programme-based support approach.

National Assembly Resolution 18/2008/NQ-QH12 was ratified calling
for growth in the state budget expenditure on health to be faster than
the growth in the overall state budget expenditures.

The MoH has stipulated that Provincial Health Departments must install
2 — 3 officers to be dedicated to health insurance management.

The Health Insurance Law was passed providing a stronger legal basis
to gain compliance with health insurance coverage in the formal sector.
A few donors are working with the MoH and other relevant ministries to

promote programme-based or budgetary support in the Vietnamese
health sector.

Sharing of health financial
resources

Manage and utilize health
financial resources

Improve household financial protection
against catastrophic medical
expenditures, particularly for poor and
near-poor households.

Revise the draft Health Insurance Law to
ensure support for the poor and near-
poor.

Study and introduce new financing and
budgeting modalities for health services.
Modify user fee levels based on a full
accounting of hospital service costs.

Ensure effective drug price control and
safe and rational use of drugs.

Prime Ministerial Decision 289/QD-TTg dated 18 March 2008 issued
assistance policies for ethnic groups, social welfare targeted
households, poor and near-poor households and fishermen and states
that at least 50% of the health insurance premium should be subsidized
by the state budget for members of near-poor households buying
voluntary health insurance, starting from 2008.

The Health Insurance Law was passed by the National Assembly
ensuring continued support to the poor and near-poor.

A draft Government Decree on the user fee policy (including specifics
of amendments and revisions to Decision 139/2002/QD-TTg on health
care for the poor) has been written.

Piloting of new financing modalities is being planned in specific
hospitals (as part of an AusAID supported project)

Drug price control and safe and rational use of drug management
measures are being exercised and further adjusted where applicable.
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Recommendations from JAHR 2007

4. Health service delivery

Preventive medicine

Develop policies to motivate preventive
health workers to serve in disadvantaged
areas.

Invest in equipment for preventive
medicine at the grassroots level.

Provide training and refresher training for
the preventive health workforce.

The Project “Renewal of the financing and salary system in the health
sector” currently being drafted addresses problems with the current
salary policy and recurrent expenditures in the preventive health
system.

Decision 1402/QD-TTg in approving the project for development of
district Preventive Health Centres for 2007 — 2010 targets both capital
investment and training of staff, with preference being given to
disadvantaged areas.

Emphasize and motivate the ‘social
mobilization’ movement in health care:
involving the government authorities at
different levels and the community in
health care activities, while mobilizing
resources from localities and
organizations.

Develop national strategies in prevention
of non-communicable diseases, with an
initial focus on hypertension and
diabetes.

Strengthen education, awareness raising
and behavioural change among the
community.

National Assembly Resolution No. 18 on social mobilization provided
additional guidance for implementing this policy.

Prime Ministerial Decision 77/2002/QD-TTg, dated 17 June 2002
approves the Programme for the prevention of non-communicable
diseases, 2002 — 2010. The MoH is implementing the Programme for
prevention of non-communicable diseases, and the national target
programme for cancer prevention has also been adopted by the
Government.

Pilot activities are on the ground regarding hypertension and diabetes.
Decision 16/2007/QD-BYT approves the national action plan on IEC for
HIV/AIDS control and behavioural change by 2010.

Decision 3526/2004/QD-BYT approves the Health Education action
plan by 2010.




Recommendations from JAHR 2007

Commune health and primary
health care

= Come to a hew consensus on

regulations regarding responsibility and
authority of commune level curative care
to lay a legal foundation for health
workers providing curative care (making
a specific distinction between health
centres with and without doctors).

Set up a coordinating system between
the district hospitals, health offices and
preventive health centres to monitor and
provide clinical support for commune
health care

Strengthen equipment facilities in health
centres, with preference being given to
remote areas and sub-standard centres,
especially equipment for preventive
health care.

Cooperate with higher level health
services to provide continued outpatient
treatment after discharge.

Strengthen resources and ensure
effective implementation of Project 225:
“upgrade of district hospitals”.

= Decree 14/2008/ND-CP and Circular 03/2008/TTLT-BYT-BNV have

been issued laying out clearly the functions and responsibilities of
different levels and organizations of the local health system.

The district health management approach is changing in line with
Decree 14 and Circular 03.

Decision 1816 has defined the responsibilities of upper level personnel
being seconded on rotation to lower levels for clinical and curative care
support.

Decision 950/QD-TTg on building commune health stations in
disadvantaged areas, 2008-2010 calls for increased investment in this
important level of primary health care.

Piloting has been underway in some provinces on selected diseases
(diabetes, TB).

Prime Minister Decision 47/2008/QD-TTg dated 2 Apr. 2008 approves
the Project for construction, renovation, and upgrading of district and
inter-district general hospitals from funds raised from Treasury bonds
and other legitimate funding for 2008 — 2010.
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Recommendations from JAHR 2007 |

= Develop management capacity building = The MoH has organized a few training courses on upgrading

Curative care

for health and hospital managers;
maintain hospital autonomy in line with
Decree 43.

= |ncrease access for the poor, ethnic
groups and other vulnerable groups to
quality health services.

= Set up and strengthen a medical waste
processing system.

= Revise level-based lists of available
medical techniques to respond to actual
sector development and society’s needs.

management capacity for management staff of central and provincial
hospitals in 2008.

Some universities have started hospital management training (at
graduate and post-graduate levels).

Ministry of Finance — Ministry of Information and Communication Joint
Circular No. 43/2008/TTLT-BTC-BTTTT, dated 26 May 2008 provides
guidelines on the management and utilization of expenditures on
information technology used in governmental agencies which should
help to push ahead with computerization of management of health care
facilities..

Prime Ministerial Decision 950/2007/QD-TTg on development of
commune health stations in disadvantaged areas for 2008 — 2010
provides for investments to improve quality of commune health stations.

Decision 289/2008/QD-TTg issues specific support policies for ethnic
groups, social welfare targeted households, poor, near-poor and
fishermen households.

The Projects “Health care support for Northern Upland provinces”
(NUP) and “Health care for the poor in the Northern Uplands and
Central Highlands” (HEMA) have been approved and set in motion. The
MoH is in negotiation with World Bank and ADB on some support for
health projects in other regions.

Minister of Health Decision 43/2007/QD-BYT dated 30 Nov. 2007,
specifies regulations on medical waste management (superseding
previous regulations dating back to 1999).

Official dispatch 5069/VPCP-VX offers guidance on adoption of the
regulations on medical waste management.

The Minister of Health has requested that the Curative Care
Department reviews the lists of medical techniques available at different
levels of care.
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Recommendations from JAHR 2007

= Set service costs so as to encourage
use of services at lower levels.

= Improve inpatient quality while
shortening treatment length.

= Research, develop and pilot treatment
using care pathways for some basic
disease groups.

= The proposal on “renewal of financing and salary system in the health
sector” has recommended a few related policies.

= The Minister of Health issued Directive CT 06/2007 on raising quality of
care and taking steps to relieve overloading.

= An AusAID supported project is piloting care pathways for four diseases
in four hospitals.

Strengthen drug price control

= Reinforce drug supply, management and
use in hospitals.

= Develop plans to strengthen education
on safe and rational use of drugs for
both providers and service-users.

= MoH Decision 24/2008/QD-BYT, dated 11 July 2008 specifies the
proper organization and operation of hospital pharmacies.

= The television programme on Channel 02 give extensive coverage and
guidance for safe and rational use of drugs.
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Annex 2: Summary of key challenges and solutions

State budget allocation
for health care is not yet
meeting the health care
needs of the public

State budget

= The increase in state budget health expenditure needs to outpace the
average increase in general state budget spending;

= Propose and lobby for state budget expenditure on health that
reaches 10% of total state budget expenditure;

= Minimum spending norms need to be established for basic domains
of the health sector;

= Establish a monitoring system for the implementation of the policy
calling for a “the rate of increase in state budget expenditure on
health care to be higher than the average rate of increase of overall
state budget expenditure”;

= Funding sources consisting of external assistance (ODA, NGO),
government bonds, bank loans and other legal financial resources
should continue to be prioritized in the drive to achieve a
breakthrough in investing in and improving quality of health services
at all levels.

= Reform the mechanism for allocating preventive health funding,
based on assigned tasks and performance on these tasks;

= Develop a roadmap and monitoring mechanism to increase
expenditures on preventive health, so total state budget expenditure
on this sub-sector reaches at least 30% by 2010, in particular at the
local level.

= A higher rate of state budget spending on health care
than inflation rate;

= A higher rate of state budget allocation for health care
than the average state funding increase rate;

= Relevant norms developed along with implementation of
monitoring system;

= An established monitoring system for state budget
allocation for health care;

= [ncreased share of resources used for health care from
ODA, NGO, government bonds, bank loans.

= An improved state budget allocation system for
preventive health;

= State budget funding for preventive health accounting for
at least 30% of total state budget spending on health
care.
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Low effectiveness in
utilization of state budget

State budget

= Reform the mechanism for allocating state budget for health services

with priority on poor people, poor and disadvantaged regions,
grassroots health care and preventive health.;

= Prioritize use of state budget funding to implement basic health
policies, especially those targeting the poor, the near-poor, children
under age 6 and other social welfare beneficiaries;

= Gradually reform the way the state budget is channelled to health
services from the current input-based method (patient beds, staffing)
to a results-based method linked to assigned tasks, quantity and
quality of performance, with a monitoring mechanism that assesses
performance of the assigned tasks;

= strengthen the reporting system on state budget health expenditures

to accurately inform health financing planning;

= explore alternatives to adopt the medium term expenditure

framework;

= initiate an array of studies on efficiency of state budget utilization,

especially with regards to core domains in the health sector.

= A higher share of state budget allocation for health
services in poor and disadvantaged areas, community-
based health and preventive health;

= Anincrease in the proportion of state budget allocated
for the implementation of health support policies for the
poor, near-poor, children under 6 and other target
groups;

= Regulations issued on responsibility- and performance —
based state budget allocation;

= Regulations issued on state budget health expenditure
reporting by health facilities;

= Studies conducted on efficiency of state budget
utilization in core health sub-sectors.

Irrational incentive
structure for health
workers, especially at
the grassroots levels,
insufficient to entice
health personnel to work
in grassroots health
services, particularly in
isolated and poor
regions

= Develop and implement a rational remuneration policy to encourage

health workers to work in the grassroots level and in disadvantaged
areas.

= A better remuneration package for health workers in
areas in need of attracting more staff;

= Remuneration packages for health workers based on

staff capacity and performance.
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Health insurance

|
Impediments to = To reach complete coverage of the formal sector workforce, it is = The Health Insurance Law is approved by the National
achieving universal necessary to ensure compliance in making contributions to health Assembly.
coverage insurance through regulatory mechanisms such as assigning clear
responsibility over the right to monitor, inspect and impose penalties
on people who do not participate in health insurance.

= Supervisory authority and penalty mechanisms
regarding health insurance are clarified in legal
documents.

= Health insurance compliance in the salary earning sector
achieves at least 80% by 2010.

Imbalance of the health = Study and review the list of health services, pharmaceuticals and = The list of drugs, health services and consumables
insurance fund consumables included in the package covered by health insurance, under health insurance coverage is reviewed by the
formulate the benefit package based on cost-effectiveness and set MoH and reformulated.
suitable premium levels to balance the health insurance fund. -

Health insurance premiums are adjusted to match

= Health insurance should gradually apply a case-based (diagnosis service costs.
specfific) package payment mechanism to replace the fee-for-service
mechanism currently used. Put an end to the unrestricted
reimbursements for services at higher level health facilities through
deduction from the health insurance budget of lower level facilities to
pay for referral care by revising the multi-level reimbursement
regulations in Joint Circular No. 21/2005/TTLT-BYT-BTC.

= Control adverse selection in health insurance through use of = Situation of adverse selection lessened.
appropriate technical measures. The VSS agency needs to
effectively educate and communicate to the public so they can gain
a correct understanding about health insurance, contributing to
reducing adverse selection

= Revise and amend the decrees guiding implementation of the Law
on Insurance Business, to complete the legal basis to implement
voluntary commercial health insurance schemes, in accordance with
the principle that commercial health insurance is not a replacement
for social health insurance and that social health insurance target
groups may only purchase commercial health insurance once they
have duly paid their social health insurance premiums.

Pilot studies conducted on case-based package
payments or the DRG system

= The implementing Decree of the Insurance Business
Law 2000 is revised.
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Organization
management and
capacity of the health
insurance system falling
short of requirements

Health insurance

= Strong and consistent leadership by the Party and at different levels

of government is imperative to ensure the development of health
insurance as one of the local political commitments and as an
integral part of the local socio-economic and health care
development plan. Close cooperation between relevant agencies
and organizations (e.g. administrative units in the Ministries of
Planning & Investment, Finance, Labour — War Invalids — Social
Affairs, etc.) and support from mass organizations and society are
also vital to the development of the health insurance system.

The health insurance system must be organized along professional
specializations, not as a set of extra tasks assigned to someone also
managing pension and unemployment funds.

The health insurance system needs to uniformly adopt the single-
fund approach, yet allow for increasing decentralization to empower
provincial level health insurance authorities. There is a need to
create a central reserve fund that assures the ability to share risks
across the entire system, yet finds a means to avoid the situation of
health insurance funds in poor provinces subsidizing richer
provinces where health care costs per insured patient tend to be
higher.

Establish dedicated agencies serving health insurance work, e.g.
committee advising on the health insurance package and on the
health insurance drug list.

Employees in the health insurance system need basic health
insurance management training, relevant to their roles and the
mandates of their positions.

Health insurance management needs to be systematically
computerized and integrated with hospital patient management and
health insurance expenditure management software programs, in
order to gradually modernize the health insurance management
system.

= Government and Prime Ministerial directives requiring

that the localities consider health insurance as one of
their important political responsibilities.

= An implementing Decree ensuring the

professionalization in the organization of health
insurance is issued.

= Regulations on the single-fund model and reserve fund

are issued.

= Dedicated health insurance specific agencies are

established.

The number of health insurance personnel who receive
training on health insurance management increases;

The proportion of hospitals using computerized health
insurance management programs is increased.’

Regulations on cooperation between the health sector
and VSS are issued.
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External aid

Absence of an aid = The MoH should formulate a consistent development plan for the = Aid utilization plan in the health sector is issued in the
coordination and health sector, elaborating upon strategies and areas of priority short run (2009 — 2010) and for 2011 — 2015, in
management system in essential for the future development of the sector, especially in five- harmony with the sector master plan for 2011 — 2015.
harmony with the sector year plans (2011 —2015). This plan should give an overall picture of . gstatement of intent between the Government and

master plan how much funding is needed for the entire sector, including from the
state budget, external assistance, resources from social
mobilization, along with an estimate of the funding shortfall, to serve ) i
as a basis for mobilizing external assistance and other *= JAHR reviews are implemented annually.
supplementary funding sources and effectively coordinate health

financing resources. Donors should focus their assistance on the

strategies, plans and priorities of the Vietnamese health sector.

donors in implementing the Hanoi Core Statement in
the health sector is completed.

= The MoH and its development partners should work together to
implement the “Hanoi Core Statement” and Accra Agenda for Action
(AAA) to increase aid effectiveness; develop together a joint
agreement to strengthen effectiveness of external assistance in the
health sector.

= The MoH and its development partners should continue to
implement the JAHR. Donors should commit to continue financial
assistance for the JAHR under the coordination of the Planning and
Finance Department of the MoH.

Aid coordination and = Strengthen the activities of the HPG in an effective manner through = The HPG Terms of Reference are revised to clarify the
management are falling reforming the working mechanism, revising the TOR of the HPG and role and mandates of the secretariat and working
short of requirements, strengthening further the participation of relevant parties groups.

resulting in.duplication, .(De.partments/..Adminis.trative Units/ General Depar;men.ts, . * The HPG agenda for 2008 — 2010 to include priorities
fragmentation and low institutions affiliated with the MoH, other relevant Ministries, policy as recommended in JAHR

aid effectiveness beneficiaries, etc.). Consolidate the Secretariat and working sub- '

groups through defining clear and specific roles, tasks and
mechanisms for operation.
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Lack pre-conditions for
implementation of new
aid modalities, lack of
evidence on
effectiveness of new
modalities in Viet Nam

External aid

= Study to understand better the advantages and disadvantages and

the conditions necessary to implement new aid modalities (sector
support, programme support, budget support), and on that basis
identify concrete conditions, specific health sub-sectors and
preparatory steps necessary to apply these new approaches.

= Studies on aid approaches are conducted and specific
recommendations for the preparations needed for the
adoption of new modalities are formulated.

Lack of consistency and
uniformity between
Government and donor
procedures, guidelines
and regulations;
remaining limitations in
aid absorption capacity

Upgrade the information system on external assistance to health to
ensure comprehensive, precise, up-to-date information and to inform
health planning at the central and local levels

Collaborate with the Ministry of Planning & Investment and the
Ministry of Finance to simplify administrative procedures and
regulations on project management, especially project plan approval
and adjustment procedures; come to a consensus with donors on
uniform and appropriate cost norms.

= Implementing guidelines from the Ministries of Planning
& Investment and Finance on simplifying project
management procedures are issued.

= Animplementation and outcome matrix, with effective
indicators and data collection instruments, is devised
and used.

= A MoH website on external aid in health care is
developed and regularly updated.

= Relevant cost norms are unanimously adopted.
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Excessive household
spending on health care

Household out-of-pocket health expenditures

Formulate clinical standards on prescribing use of laboratory tests,
diagnostic imaging, especially for costly tests and tests related to
joint ve nture and business collaboration investments in equipment;
Standardize and calibrate laboratory equipment to ensure that test
results are valid and can be relied on at different health service
providers.

Reform hospital management, improve quality and efficiency of

patient service, promote rational use of diagnostic tests,
pharmaceuticals, and consumables, restrict misconduct and informal

payments.

Several standard pathways established.

Clinical standards established regarding prescribing
tests and clinical imaging;

Standardization and calibration of laboratory equipment
is applied.

The main drug list (drugs covered by health insurance)
is reviewed.

Inefficient health seeking
and utilization behaviour
of households

Inadequate health-
related social protection

Encourage use of appropriate levels of care and medical technology,
according to the referral system and use lower levels of care in a
rational manner to reduce related costs of health care, especially

indirect costs.
Limit self-medication and over-the- counter sales of prescription
drugs.

Develop forms of pre-payment for all groups in society, especially in
the form of health insurance.

Continued state budget funding is required to support procurement of
health insurance for the poor, near-poor and other social welfare
target groups.

The health insurance premiums for the poor and near-poor need to
be raised to keep up with rising service costs.

Health insurance reimbursement should be adjusted to increase the
coverage limits for the poor and near-poor. Relevant local agencies

should be encouraged to direct more resources to support the poor
and near-poor with non-health expenses like transportation, meals,

etc.

Number of patients receiving health services at the right
level of care is increased.

Regulations on prescription drug sales are more tightly
exercised.

Self-treatment is reduced.

Health insurance coverage is increased.

State budget subsidy to purchase health insurance at
100% for the poor and 50% for the near-poor is
guaranteed.

Premium contributions for health insurance cards for the
poor and near-poor are increased

More reasonable health insurance package and
reimbursement ceilings for the poor.

State budget and donor support funding for indirect
costs incurred by the poor and near-poor are Increased.




Failure of the health
system to mobilize
sizeable ‘not-for-profit’
social resources

Mobilization of social resources for health

= The MoH should collaborate with relevant Ministries and local
authorities to continue to mobilize and effectively use investment
capital to develop public health facilities using loan funds from
Development banks, government bonds and other legal sources
of capital to invest in developing health facilities, especially
grassroots, district and provincial levels.

care

The composition of investment funds for districts,
communes, preventive health and some specialist
hospitals reflects a high proportion of loans from
development banks and government bonds.

Lack of clarity in joint
ventures and business
operations operating in
public hospitals

= Develop a transparent financial system with detailed provisions on
the use of public assets (e.g. land, infrastructure, human
resources, brand names, etc.) as shares in joint ventures and
business collaborations, and on the mobilization of other non-
public funds for health care.

= At the same time a control mechanism is needed to supervise use
of medical services of joint ventures and business collaborations
in order to ensure quality of care goes along with economic
efficiency and assures equity in health care

Circular No. 15/2007/TT-BYT on joint ventures and
business collaborations in public health facilities is
amended.

Regulations on control of utilization of high technology
equipment are created.

Many of the effects of
social mobilization of
resources for health care
are not clearly
understood, causing
difficulties in formulation of
relevant policies.

= Undertake an assessment of the non-state budget sources of
investment financing in health, forms of joint venture and business
collaborations with private investors, and “elective” services in
public hospitals to assess the implications of the current partial
privatization of public hospitals and recommend solutions to
control the situation.

Report evaluating and predicting impact of partial
privatization in public hospitals is implemented.

The private health sector
has been slow to develop
and remains fragmented;
safety and quality control
are weak; a data reporting
system for monitoring and
evaluation purposes is
non-existent.

= In the immediate future, promote development of the private
health care system (especially private hospitals, foreign invested
hospitals, etc.) as the focus of the policy on social mobilization of
resources for health care, in order to replace private investment in
“elective” services, semi-public services, joint venture and
business operations in public hospitals.

= Regulations requiring private health services to report on clinical
operations in order to ensure service safety and quality are
needed.

Regulations licensing and operations of private health
services are revised and issued.

Private health services, especially private hospitals, are
increased in number.

An information system for management of private health
services is developed and formalized.

133




Financing autonomy in public health services

Inconsistent ongoing = Supplement and refine policies associated with financial = Revised policy on user fees, health insurance,

process of autonomization autonomy, including: (i) prompt adjustment of the user fee policy; management and use of human resources in public
due to the lack of specific (i) effective implementation of policies supporting the poor, near- health services.

regulations and poor and social welfare target groups; and (iii) adjustments in = Supplementary guiding documents related to
implementing guidelines relevant regulations on setting up development funds, additional

implementing provisions of Decree 43 on development
funds, additional salary coefficient, joint ventures and
business collaborations are issued.

salary coefficients, joint ventures and business collaborations,
payment of business income tax, etc.

= Other new guidelines for implementation of financing
autonomy are issued.

= Guidelines on implementation of autonomy for different
types of institutions.

The monitoring systemto | = Strengthen openness, transparency and accountability of health | = A set of indicators for monitoring finance and medical

minimize adverse effects facility financing; promote democracy in oversight of operations; inputs and outcomes are established.

from autonomy lacks Organize training to improve capacity for hospital management, = Monitoring, audit and inspection reports of the MoH and
comprehensiveness, especially management under the autonomous hospital other stakéholders.

consistency and mechanism. o

effectiveness = Plans and monitoring reports on autonomy of health

= Strengthen the monitoring and inspecting role of supervising
authorities over financially autonomous institutions to restrict the
trend of chasing after profits. Strengthen supervision of the : )
implementation of basic tasks of public hospitals at the higher * Regular evaluation reports on impacts of autonomy on
levels, especially technical mentoring of lower level facilities, health services.
rotation of staff to support lower levels.

= Implement research studies and evaluations on the impact (both
positive and negative) of financial autonomy in public hospitals on
both the health system and service users themselves, especially
the poor and the near-poor.

services, monitoring reports on line leadership of upper
level health services.
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The current method for
setting user fees is
irrational, and does not
include all the costs of
delivered services

Hospital service payment mechanisms

= Provide leadership and guidelines for computing hospital
expenditures in a systematic manner.

= Formulate a rational and transparent user fee schedule for
medical services and technologies

= A MoH guideline on the development of a database and
renovation of hospital service financing modes is
introduced.

= A database on costs and fees (service charges) is
developed and continuously updated.

Hospital financing
modalities lack incentives
to improve efficiency of
the resources used.

= Reform the method for allocating state budget to hospitals based
on the number of patient beds or staff size towards allocation
based on assigned tasks, workload and performance, and subject
to a performance monitoring system.

= Implement a pilot to transform from the fee-for-service payment
mechanism to a case-based package payment system or
eventually to a diagnostic-related group system (DRG). First of
all, implement a pilot covering a few common conditions, with
clear diagnostic criteria and treatment protocols.

= A new modality of state budget allocation for health
services is introduced over time.

= The case-based package payment method is applied for
some basic disease-related groups and then expanded
to include outpatient treatment.

Absence of a strong,
uniform service quality
monitoring and control
system

= Gradually develop standard care pathways for common illnesses
to form the basis of standardizing health care, limiting
overprovision of health services at health facilities.

= Care pathways are applied to inpatient disease groups
of the highest prevalence, then expanded to many other
groups, including outpatient treatment.
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Financial assistance
policies for health care of
the poor and other social
welfare target groups still
have limitations.

Financial support for the poor and other social wel

= The Government needs to maintain state budget priorities for
effective implementation of policies assisting the poor, children
under age six and social welfare target groups, and ensuring
health care equity in the context of the market economy,
increasing share of investment from socially mobilized funds and
financial autonomy in health facilities.

= Provide free health care for children under age 6 in the form of
purchasing health insurance cards.

= Effectively implement the policy to subsidize at least 50% of the
health insurance premium for the near poor.

= Strengthen IEC on the rights and responsibilities of the poor when
using health services

= The MoH should establish a liaison office (situated in the Planning
& Finance Department) responsible for regular monitoring and
reporting on the delivery of assistance for the poor and other
beneficiaries of social welfare policies.

fare target groups

The actual health insurance coverage of the poor,
children under 6, elderly people of 85 years and above
and other target groups is closely monitored.

Health financing for children under 6 is changed to
health insurance.

Health financial assistance policies for the near-poor are
implemented and monitored.

Specific agencies are tasked with monitoring and
reporting on support for the poor and other social
welfare target groups.

Access to and use of
quality health services by
social welfare target
groups remains a
challenge

= Local authorities need to be committed to mobilizing resources to
support indirect expenses (meals, lodging, transportation, etc.) to
lessen the financial burden for the poor who have to seek health
services far from their homes.

= Donors can play a supportive role in the process of creating and
undertaking pro-poor health-related policies in Viet Nam.

Provinces reporting the mobilization of funds to
implement additional subsidies for meals, lodging and
transportation for the poor increase in number.

Donor support funds for the poor are monitored and
increase over time.
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Annex 3: Monitoring indicators

Proposed indicators 2002 ‘ 2003 2004 ‘ 2005 2006 2007 Source
Health status and determinants
Annual Survey of population
Infant mortality rate (IMR) / 1000 live births 26 21.0 18.1 17.8 16.0 16.0 | change and family planning
(GSO)
Under 5 mortality rate (USMR) / 1000 live births 35 32.8 285 275 26.0 25.9 | Health Statistics Yearbook
E/il?t:g)nal mortality rate (MMRY) (per 100,000 live 91 85 85 80 75 75 | Health Statistics Yearbook
Percentage of underweight newborns (%) 7 6.5 5.8 5.1 5.3 5.3 | Health Statistics Yearbook
Malnutrition rate for children under age 5 (low 30.1 28 4 26.6 25 2 234 212 Annual survey of the National
weight for age) (%) : : : : : " | Institute of Nutrition
Malnutrition rate for children under age 5 (low Annual survey of the National
height for age) (%) 33.0 32.0 30.7 296 31.9 33.9 Institute of Nutrition
Malnutrition rate for female children under age 5 . . -
(low weight for age) (%) 26.5 25 4 National Institute of Nutrition
Pregnant women found to be infected with HIV - - - - - 479 | HIV/AIDS Administration
. . Estimates based on Health
People living with HIV/AIDS 54,311 | 68,630 | 81,982 | 94,040 [104,763 121,734 | Statistics Yearbook
Women living with HIV - - -l 4029 5440 6030 | HIV/AIDS Administration
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Proposed indicators 2002 \ 2003 2004 \ 2005 2006 2007 Source
HIV prevalence rate per 100,000 population 74.6 94.1| 110.2| 1253 | 1385 143.0 | Health Statistics Yearbook
o . Estimates based on Health
HIV incidence rate per 100,000 population 19.8 21.0 17.3 16.5 14.8 27.0 Statistics Yearbook
. . Estimates based on Health
AIDS-related mortality rate per 100,000 population 1.7 2.1 2.3 2.0 2.1 4.0 Statistics Yearbook
. . Estimates based on Health
Newly detected TB patients per 100,000 population 120.3 | 1145 1209| 1155 116.8 1155 Statistics Yearbook
AFB+ TB incidence rate per 100,000 population 71.2 69.3 71.2 66.9 67.0 63.9 Estimates based on Health
Statistics Yearbook
Malaria prevalence per 100,000 population 232.7 | 2035| 156.8| 119.4 | 108.9 83.3 | Health Statistics Yearbook
Malaria mortality rate per 100,000 population 0.06 0.06 0.03 0.02 0.05 0.02 | Health Statistics Yearbook
Dengue fever prevalence rate per 100,000
opulation 39.8 61.5 95.9 68.8 81.4 118.79 | Health Statistics Yearbook
pop
Dengue fever mortality rate per 100,000 population 0.06 0.09 0.14 0.00 0.06 0.10 | Health Statistics Yearbook
Fooq poisoning cases reported to the Food Safety 218 238 145 144 165 248 Fooq Hygiene and Safety
Administration Administration
Deat.hs. from food poisoning reported to Food Safety 71 37 a1 53 57 55 Fooq Hygiene and Safety
Administration Administration
Traffic accident death rate per 100,000 population - - - 19.9 21.2 21.7 Prevgntive Medicine
' : : /| Administration
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Proposed indicators 2002 \ 2003 2004 \ 2005 2006 2007 Source
Male traffic accident death rate per 100,000 i i i Preventive Medicine
population 30.8 32.8 357 | Administration
Female traffic accident death rate per 100,000 i i i 8.6 0.0 g.7 | Preventive Medicine
population ' ' " | Administration
Injury rate from road accidents (rate per 100,000 Estimates based on Health
population) 37.4 25.8 185 14.1 13.2 12.1 | statistics Yearbook

10 Cancer prevalence rate (hospital estimates) per Estimates based on Health
100,000 population 58.3 64.1 62.9 1383 | 1246 1204 | gatistics Yearbook
Organization and management of the health
care system
Percentage of state health facilities granted i i i Planning & Finance
autonomy under Decrees 43 and 10 (%) 46.2 ) 88.0 Department, MoH

11 Percentage of central state health services granted Planning & Finance
autonomy under Decrees 43 and 10 (%) ) ) ) 414 - 100.0 Department, MoH
Percentage of local state health services granted Planning & Finance
autonomy under Decrees 43 and 10 (%) ) ) ) 46.4 ) 87.5 Department, MoH

12 Percentage of hospitals using hospital management Medical Services
software (% estimates) ) ) ) ) ) 52.7 | Administration

13 | Licensed private health services Data not available
Health human resources
Number of doctors per 10 000 population (including Estimates based on Health

14 central, sub-national levels and other sectors) 5.65 5.88 5.88 6.03 6.23 6.77 | statistics Yearbook
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Proposed indicators 2002 \ 2003 2004 \ 2005 2006 2007 Source
Proportion of doctors who are female (including Estimates based on Health
central, sub-national levels and other sectors) (%) - - - 34.2 33.9 32.9 | gstatistics Yearbook
Number of pharmacists per 10 000 population :

(including central, sub-national levels and other 0.76 0.77 0.78 1.28 1.27 1.48 gf;;?;igs\(ia;rig:l? Health
sectors)

Proportion of pharmacists who are female (including Estimates based on Health
central, sub-national levels and other sectors) (%) - - - 59.0 59.2 51.1 | statistics Yearbook

15 (F:,/ro‘;pomon of commune health stations with doctors | g1 5| 54| 78| 69.4| 651 67.38] Health Statistics Yearbook
Number of health workers with university training :
per 10 000 people (including central, sub-national 7.3 7.7 7.7 8.5 8.8 - gf;;?;ﬁzs\(ia;rig:l? Health
levels and other sectors)

16 | Proportion of district health workers with university .
training in the Northwest (typical of disadvantaged 22.8 19.8 16.5 154 15.6 18.1 gf;;?;zgs\(%a:r%ggg‘ Health
areas) (%)

Proportion of district health workers with university :
training in the Southeast (typical of better-off areas) 30.5 29.4 30.0 30.6 29.6 27.9 gtS;Lgingia;rig:I? Health
(%)

17 Ratio of health workers to population in Data not yet available
disadvantaged areas
Health financing

18 | Total health expenditure as a share of GDP (%) 513 5.22 552 5.91 6.44 . National Health Accounts,

: : : : : 2000 - 2006
State budget spending on health care as a share of National Health Accounts
19| total health expenditure (%) 2560 | 27.25| 23.14 | 21.74 | 28.77 ~ | 2000 '
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Proposed indicators 2002 \ 2003 2004 \ 2005 2006 2007 Source
Gross public expenditure on health care (net state
budget, user fees and other service fees collected National Health Accounts
by public health services, health insurance, 7.71 7.66 7.85 8.59 9.77 " | 2000 '
aid/loans) as a share of total state budget (%)
Net state budget spending on health care (direct

20 | state budget funding and not including user fees National Health Accounts
and other service fees collected by public health 4.8 4.8 4.3 4.2 5.7 “ | 2000 '
services) as a share of total state budget (%)
Public health expenditure (net state budget, health National Health Accounts
insurance, aid/loans) as a share of total state 5.4 5.3 4.6 4.6 6.2 - | 2000 - 2006 '
budget [WHO] (%)

21 Egslljtg;ir(;snurance coverage as a percentage of total 165 20.3 211 081 43.8 42.0 | Health Statistics Yearbook

22 Health insurance coverage for the poor as a Estimates based on Health
percentage of total population (%) ) ) ) 4.9 15.3 15.5 | statistics Yearbook

23 Health insurance coverage for the near-poor as a ) ) ) ) ) _ | Data not yet available
percentage of the entire near-poor population

24 | Preventive health expenditure as a share of total National Health Accounts,
health expenditure (%) 154 15.0 14.0 13.8 i " | 2000
Public preventive health expenditure as a share of National Health Accounts
total public health expenditure (%) 31 29.8 30.8 21.7 i " | 2000 '
Health service delivery

o5 Annual hospital outpatient visits per 1000 Estimates based on Health
population 67.2 68.8 68.4 73.8 84.3 1266 | gratistics Yearbook

Lo . . Estimates based on Health
26 | Annual hospital inpatient stays per 1000 population 86.2 88.4 91.1 88.9 86.7 109.1 | Siatistics Yearbook
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Proposed indicators 2002 \ 2003 2004 \ 2005 2006 2007 Source
Overall bed occupancy rate (%) 958 | 921 | 91.8| 89.7| 1031 116.1 | Health Statistics Yearbook
27 | Bed occupancy rate at central facilities (%) 1022 | 99.22 | 1052 | 1094 | 1322 134.2 | Health Statistics Yearbook
Bed occupancy rate at sub-national levels o
(province, district) (%) 95.0 76.5 89.5 86.7 | 99.13 117.9 | Health Statistics Yearbook
Average number of inpatient treatment days 6.7 6.7 6.5 6.6 7.8 7.2 | Health Statistics Yearbook
. . Estimates based on Health
08 Average inpatient treatment days (central level) 10.4 10.0 10.5 10.6 11.6 11.0 | Statistics Yearbook
Average inpatient treatment days (sub-national Estimates based on Health
levels) 6.2 6.2 6.0 6.1 7.3 6.9 | statistics Yearbook
Proportion of health facilities processing hazardous Medical Services
solid medical wastes (estimates) (%) - - - - 30 - | Administration
29 Proportion of hospitals meeting the requirements for Medical Services
processing and incinerating hazardous solid - - - - 73.3 - | Administration
medical wastes (%)
Annual Review, 2002 — 2004,
. . . Reproductive Health
Proportion of women giving birth who had at least .
30 Department, MoH; Health
three antenatal checks (%) 78l 830 879 84.3 845 86.2 Staptistics Yearbook, 2005 -
2006
) o Annual Review, 2002 — 2004,
Proportion of pregnant women delivering at a health 76 80 89 846 90.6 - | Reproductive Health
facility (%) Department, MoH; Health
Statistics Yearbook, 2005




Proposed indicators

2002

2003

2004

2005

2006

2007

Source

Proportion of deliveries assisted by health workers

Annual Review, 2002 — 2004,

. 86 95| 947| 934 | 927  94.3 | Reproductive Health
(%) Department, MoH; Health
Statistics Yearbook, 2005
Proportion of children under age 1 who were fully
31 immunized (%) 89.7 97.1 96.5 96.5 95.7 81.8 | Health Statistics Yearbook
32 Proportion of commune health stations meeting ) ) ) ) 385 505

national benchmarks (%)

Health Statistics Yearbook
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