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Introduction

xiii

Poverty and ill-health have a cause-effect relationship in that the poor are often
denied access to appropriate health care, thus increasing chances of ill-health which in
turns limits their ability to engage in productive activities.  At the same time, the costs
of ill health, both in terms of medical expenditures and lost wages, have  impoverishing
effects, especially in the absence of appropriate social protection. In many countries of
the Asia-Pacific region, this situation is exacerbated by heavy reliance on out-of-pocket
payments to finance health expenditures. Especially in many Asian countries, the ratio
of out-of-pocket expenditure to total health expenditure still exceeds 50 per cent. Such
reliance creates obstacles to access to quality health-care services and pushes
households into further indebtedness or poverty, particularly when expenditures exceed
a catastrophic level.

During the 63rd Commission Session, ESCAP member states passed Resolution
63/8 entitled “Sustainable financing towards achieving universal health-care coverage
in Asia and the Pacific” which highlighted their commitment to moving towards the
goal of universal health-care coverage. The Resolution raised the concern over a large
number of people in the region lacking access to basic health care, and the impoverishing
effects of catastrophic health-care expenditures.1  The Resolution also requested the
Executive Secretary, in coordination with other relevant organizations, to assist member
states in their capacity-building on the provision of health financing with a view to
achieving the goal of universal coverage and providing a platform for regional cooperation
and exchange of experiences.2

Following this request, and with recognition that strengthening social health
protection, especially that of health financing mechanisms, requires the involvement of
various stakeholders, the ESCAP secretariat implemented two projects, “Promoting
sustainable strategies to improve access to health care in the Greater Mekong Subregion”
funded by the Government of France and “Promoting sustainable strategies to develop
and improve universal access to basic health care in the Asian and Pacific region”
funded by the Government of the Republic of Korea, in 2007-2008 in several pilot
countries. The objective of the projects was to establish multi-sectoral dialogues on
sustainable health financing. A situational review was conducted and a national workshop
was held in each pilot country, inviting participants from various sectors. In consultation
with stakeholders, including Ministries of Health, WHO and ILO, a country specific
implementation focus was identified in each country, as follows.

Cambodia: Review of an implementation plan for the National Framework for
Health Financing Strategy.

China: Review of existing schemes for purchasing health care and paying
providers.

Lao People’s Democratic Republic: Identification and analysis of challenges in
expanding four existing social health protection schemes.

Introduction

1 UNESCAP Resolution 63/8 “Sustainable financing towards achieving universal health-care coverage
in Asia and the Pacific” (2007) (E/ESCAP/63/35).

2 Ibid. at para. 2(a).
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Mongolia: Assessment of the current social health insurance scheme and its
coverage.

Viet Nam: Review of the financing of health promotion schemes.

The present document is a collection of national studies done in each of the
countries mentioned above as the first activity at the national level. In each country, a
national workshop was organized to review the study, and discuss future strategies
involving multi-sectoral stakeholders, not only officials from ministries of health, but
also ones of non-health sectors, such as finance, economy, planning, labour and
social welfare.

A regional meeting for the two projects “Asia-Pacific Regional Meeting on
Promoting Sustainable Social Protection Strategies to Improve Access to Health Care”
was held during 23 - 25 July 2008, in Bangkok. The meeting involved all pilot countries
as well as several other countries to share country experiences in sustainable health
financing towards universal health-care coverage, especially with regard to risk-pooling
schemes. To achieve meaningful multi-sectoral dialogue, the participating countries
were represented by ministry officials both from health and non-health sectors. Other
United Nations agencies, including country and regional offices of WHO, ILO and World
Bank, and development agencies also participated and provided their inputs on
strengthening health financing mechanisms and health systems. The recommendations
produced at the meeting are also included at the end of this document as an Annex.
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Executive summary
CAMBODIA

Cambodia, like many other developing countries, today faces an environment
where the users of health services have become the main source of national health
financing. In these conditions, the need to develop effective social health protection
measures and to address the specific needs of the poor has become critical.
Fundamental to this need are issues related to health costs as a major cause of
impoverishment and the impact of catastrophic medical expenditures.

The health financing situation in Cambodia is unique in a number of ways. In
total, Cambodia spends almost twice the national average rate of developing countries
on health care, two-thirds of which is funded by out-of-pocket expenditures. At the
same time, Cambodia was the first country to introduce Health Equity Funds as an
effective mechanism to address financial barriers to access for the poor. Different pilot
projects in Community-based Health Insurance have also been implemented in a number
of locations to meet the needs of the not-so-poor and protect them from impoverishment
due to health costs.

The adoption of the Master Plan for Social Health Insurance in 2003 marked the
first step in implementing a comprehensive programme of social health protection with
universal coverage of health insurance. National policies for health strategies and financing,
social health insurance, Health Equity Funds and Community-based Health Insurance
have all been developed. These health plans have been designed to support the
achievement of national development aspirations and Cambodia's Millennium
Development Goals by 2015.

The study focuses on the need to achieve universal coverage within the overall
framework of the development policies and planning of the Royal Government of
Cambodia. The main purpose is to investigate issues related to the development of an
implementation plan for the draft national Strategic Framework for Health Financing
and to contribute to improved inter-sectoral collaboration and dialogue for health-care
financing.

CHINA

While China has experienced rapid economic growth during the last 30 years,
health-care utilization has declined. Decreasing utilization of health services is related
to increased health-care costs and inequity in health-service financing and health status.
The Chinese Government is implementing its Essential Health Care (EHC) system to
reach its goal of health for all. The network of service providers at three levels in rural
areas and the community health-care system in urban areas form the core of EHC in
rural and urban China.

In rural areas, EHC delivery is based on a three-tiered health-service network of
counties, townships and villages. Most county and township health facilities are
Government-owned. The New Cooperative Medical Scheme is the main risk-pooling
system at the county level in rural areas. At the core of EHC in urban areas, community
health care begins with family-oriented services and leads progressively to hospital
services. The community health-care system provides more cost-effective and higher
levels of service than do hospitals.
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Village and township hospital revenues come mainly from government budgets,
medical service provision and sales of medications. Government financing accounts
for less than 30 per cent of total revenue. Medication sales still contribute a significant
proportion of revenue for township and village health facilities. The system is thus open
to moral hazard and affords opportunity for abuse of health services. Participants
purchase health-care services on a fee-for-service basis. Pilot studies suggest that
payment on the basis of disease-related groups is better than fee-for-services in containing
costs.

The study is the result of an examination of the EHC programme in China that
sought to identify the main issues in financing and purchasing of EHC and to provide
policy recommendations for gradual improvement of EHC coverage and efficiency.

LAO PEOPLE’S DEMOCRATIC REPUBLIC

The Lao health-care delivery system is essentially a public one, with Government-
owned and -operated health centres and district and provincial hospitals. It is
underfunded (with low Government funding); inequitable (overly dependent on out-of-
pocket household expenditure); low in population coverage; and low in productivity.
Public spending on health is less than 1 per cent of GDP per year; three quarters of the
domestic health budget is provided by provinces and districts. Capital investments
have been overemphasized with more hospital beds per 1,000 people than any other in
the region. Weak synergies exist between Government, donor and beneficiary resources.
Provinces are key contributors of financing and service delivery, but are not accountable
to the central administration. Hence, health spending varies considerably across
provinces and districts. Health authorities have little power to enforce their policies.

Health-financing reform has begun with pilot initiatives in health insurance, health
equity funds, performance subsidies, staff incentives, budget support with health
indicators and improved management systems and auditing and monitoring. The main
challenges are considered to be adequate public funding, improved programme
efficiency and affordability and equity in service provision.

The study reviews financing of the health sector in the country and charts the
issues for policy formulation, identifying the main challenges for health financing and
for expanding social protection schemes towards universal coverage.

MONGOLIA

The Mongolian social health insurance system was established to improve access
to health services by the general population and provide for universal health-care
coverage within the framework of national development policies. Built on concepts of
social protection, it focuses on social solidarity and risk-sharing without sound financing.
Hence, its management and operations are not well organized and human resources
are weak in professional skills. The shortcomings are reflected in declining coverage
from 91.3 per cent of the population in 1997 to 77.4 per cent in 2007.

Funding for the health sector comes from the State budget, the Social Health
Insurance Fund (SHIF), official development assistance and miscellaneous sources such
as out-of-pocket payments. Most SHIF funding accrues from contributions by employers,
employees and Government subsidies for vulnerable groups. Its income has regularly
outstripped its disbursement; while the surpluses are by law to be used to improve
health-care provision and accessibility, in practice they are accumulated against future
losses.
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The current system fails to improve quality of services, contributing to declines
in enrolment. Other reasons for the declines include a general lack of understanding
about the system and its benefits, a lack of qualified doctors in rural areas, inaccessibility
of services by all groups including the substantial migratory population, and an
inadequate benefits package that responds to in-patient needs more than to out-patient
and preventive needs.

The present review examines the efficacy of social health insurance funding in
terms of outcomes of activities that are meant to provide for universal coverage. Reasons
for decline in coverage are considered and possible means of combating the decline,
including an autonomous organization for social health insurance.

VIET NAM

The Vietnamese health-care system combines public and private sources of service
provision and financing. Public financing accounts for 31 per cent of the total budget
and households and non-governmental sources contribute the rest. Approximately 42
per cent of the population has social health-insurance coverage. While universal coverage
of health insurance is the goal, issues of low coverage rates and funding deficits, among
others, need to be resolved.

Part of the strategy to promote equity among economically diverse regions is to
tackle the main threats to public health with targeted campaigns to control child
malnutrition, malaria, dengue, tuberculosis, HIV and AIDS, cancer, leprosy, goitre, mental
health and a package of infectious diseases, as well as programmes for food hygiene
and safety, and civil-military collaboration in health.

This review of the health financing system of Viet Nam encompasses policy
development since the year 2000, including Governmental decrees and decisions to
promote the goal of health care for all by 2010. The Government has developed a road
map with specific objectives that point the way towards universal coverage with equity
in access to services. The study focuses on funding aspects and how payment
mechanisms have evolved as the central and local governments have sought to balance
contributions from their budgets, users/patients and external sources with expenditures
for service provision and facilities. The study also documents the case for emphasizing
health promotion as a key means of achieving sustainability of the health-care system,
especially its financial viability.
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Chapter I Cambodia: Developing a Strategy for Social Health Protection

Since the adoption of the Master Plan for Social Health Insurance 2003-2005
(SHI Master Plan), Cambodia has taken the first tentative steps towards implementing
unified social health protection measures and developing the systems needed to achieve
universal health insurance coverage. National policies for health strategies and financing,
social health insurance, health equity funds and community-based health insurance
have all been developed. The health plans have been designed to support the
achievement of national development aspirations and Cambodia's Millennium
Development Goals by 2015.

This document focuses on the need to achieve universal coverage within the
overall framework of the development policies and planning of the Royal Government
of Cambodia. The main purpose is to investigate issues related to the development of
an implementation plan for the draft national Strategic Framework for Health Financing
(Strategic Framework) and to contribute to improved inter-sectoral collaboration and
dialogue for health planning and financing.

This document was originally prepared for discussion at the National Workshop
“Promoting Sustainable Strategies to Improve Access to Health Care” that was held in
Phnom Penh from 28 to 29 January 2008. The document was revised following discussions
at the Workshop with Ministry of Health (MOH (Cambodia)) and other Cambodian
officials and stakeholders involved in providing social health protection measures.

The document mainly discusses the SHI Master Plan and reviews the terms of
reference, roles and responsibilities of the Social Health Insurance Committee (SHI
Committee). It examines the critical needs, opportunities, challenges and constraints
facing health planners and provides recommendations for new and effective inter-sectoral
collaboration and dialogue. It also examines the opportunities for and constraints to
address gender issues through the Strategic Framework and its implementation plan
and suggests ways in which gender issues could be specifically addressed.

Cambodia and similar developing countries today face an environment where
the users of health services have become the main source of national health financing.
In such conditions, the need to develop effective social health protection measures
and to address the specific needs of the poor has become critical. Fundamental to that
need are issues related to health costs as a major cause of impoverishment and the
impact of catastrophic medical expenditures. This case study of health financing in
Cambodia notes the experiences in neighbouring Thailand in moving towards universal
health insurance coverage and presents recommendations.

The health financing situation in Cambodia is unique in a number of ways:
• In total, Cambodia spends almost twice the national average rate of

developing countries on health care, two thirds of which is funded by out-of-
pocket expenditures.

• In contrast to most developing countries, the introduction of regulated, official
user fees for public health services in Cambodia actually worked to reduce
the costs of access to health services and to increase utilization of public
health facilities, although official fee-exemptions systems have been
inadequate to protect the poor.

• Cambodia was the first country to introduce Health Equity Funds (HEF) as
an effective means to fund fee-exemption schemes at public health facilities,
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mainly through the activities of a number of international and local non-
governmental organizations (NGOs).

• Cambodia was the first country in which HEF were introduced effectively to
address financial barriers to access for the poor, through a system that actively
and systematically identifies the poor and uses HEF to fund facility user-fee-
exemptions and provide for ancillary transport costs and caretaker food
support.

• Different pilot projects in community-based health insurance (CBHI) have
been implemented in a number of locations to meet the needs of the not-so-
poor and protect them from impoverishment due to health costs.

In this document, various terms are used with the following definitions:
• Social health protection is used to mean the broadest arrangement of

measures to protect the population against the impact of unaffordable health
costs, including social health insurance and all other measures.

• Social health insurance is used to mean a national compulsory system of
government- and employer-supported health insurance for employees,
backed by national legislation and budget funding.

• Other forms of pre-payment for community and private health insurance, like
CBHI, are voluntary, depend on premium sales and may be either for-profit
or non-profit.

• HEF are a type of social transfer mechanism that provide subsidies for the
poor and can be implemented by international or local NGOs, using funding
that may be provided by donors, Government or community collections.

• Similar to HEF are subsidy schemes that are funded directly through the
MOH (Cambodia) and reimburse district hospitals for user-fee-exemptions
that they offer to the poor; the subsidy schemes are managed either by
operational district offices or by the district referral hospitals.

• Universal coverage is more precisely “universal health insurance coverage”
and is the complete availability of access to health services by the whole
population, funded under nationally based health insurance arrangements
(usually Government-funded) without payment by the user at the point of
service.

The first section considers the background to health, health care and health
financing in Cambodia, reviewing social and economic conditions, the status of national
health financing and some relevant gender issues. The second section deals with the
policy framework, beginning with developments to date, then considering the recently
developed national health financing strategy, and finally by considering the likely path
towards universal coverage. The third section specifically views the structure, aims and
purposes of the SHI Committee by analyzing its terms of reference and the role it is
intended to play in implementing the national strategy for social health protection. The
final section presents conclusions and recommendations.

1.1.  Background

Of the 177 countries listed in the United Nations Human Development Index,
Cambodia ranks 129, Myanmar 130 and the Lao People’s Democratic Republic 133.
Thailand ranks 74. The similarities between the three countries surrounding Thailand
are evident, as are their differences from Thailand. However, certain features also
distinguish each of those three countries that require closer investigation. Cambodia
has a relatively homogeneous population, but has only recently emerged from a long
period of conflict. At present it is predominantly rural with a rapidly growing urban
sector. While the economy is growing rapidly, poverty remains widespread and income
disparities are widening.
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1.1.1. Economic and social conditions

Cambodia has a population of more than 14 million and a per capita gross national
income of USD 430 (2005). More than 80 per cent of the population live in rural areas and
are engaged mainly in subsistence agriculture. Ninety per cent of the population are
Khmer and Buddhist. Approximately 35 per cent of the population live below the poverty
line of USD 0.59 per day. Economic growth has averaged 8 per cent per annum in the last
decade. The structure of the economy is slowly changing, with gradually increasing
industrialization. Foreign aid makes a major contribution. Tables 1.1 to 1.4 summarize
changes in key economic and health indicators in years since 1990.

Table 1.1. Cambodia: Population and economy, selected indicators, 1990 to 2005

Indicator
[all annual data for most recent year] 1990 1995 2000 2005 a

Population
Population, total (millions) 9.7 11.4 12.7 14.1*
Population growth (annual %) 3.4 2.8 2.1 2.0*
Rural population (% of total population) 87 86 83 81
Literacy rate, adult total (% of people ages 15 and above) 62 .. .. 74*

Economy
GDP (constant 2000 US$b.) .. 2.6 3.7 4.7
GDP growth (annual %) .. 6.5 8.4 13.4*
Gross National Income per capita, Atlas method (current US$) .. 280 280 430*
Aid (% of Gross National Income) 3.7 16.4 11.3 10.3
Employment in agriculture (% of total employment) .. 75 b 74 70 c

Employment in industry (% of total employment) .. 5 b 8 11 c

Employment in services (% of total employment) .. 21 b 18 19 c

Poverty
Head count ratio at national poverty line (% of population) .. 47# 36 d 35^

Source: World Bank, World Development Indicators 2006 (World Bank, 2007).
Notes:
a. All data pertain to 2004 and were taken from WDI2006 unless otherwise indicated;
b. 1993;
c. 2001; d. 1999; * indicates data for 2005 taken from WDI2007; # Cambodia Demographic and Health

Survey 2005; ^Cambodia Socio-Economic Survey 2004.

With most development occurring in the urban economy, there is wide variation
between rural and urban areas and disparities are growing in the distribution of income.
Despite the positive signs of growth and development, income distribution is skewed,
with the top quintile of the population taking 48 per cent of income compared to 7 per
cent for the bottom quintile (table 1.2).

Table 1.2. Cambodia: Share of income by population quintile, 1997

Quintile % of total
income

Highest population quintile 47.6
Fourth population quintile 20.1
Third population quintile 14.7
Second population quintile 10.7
Lowest population quintile 6.9

Source: World Bank, World Development Indicators 2006 (World Bank, 2007).

Data from the 2005 Cambodia Demographic and Health Survey indicate that
major improvements in health status have occurred in recent years, most particularly a
sharp decline in childhood mortality rates: life expectancy is increasing (table 1.3) and
the under-5 mortality rate fell by 40 per cent from 1998 to 2003 (table 1.4).
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Table 1.3. Cambodia: Health status and service delivery,
selected indicators, 1990 to 2004

Indicator
[all annual data for most recent year] 1990 1995 2000 2005a

Health status
Life expectancy at birth (years) 54 55 56 61b

Birth rate, crude (per 1,000 people) 43 35 31 30
Death rate, crude (per 1,000 people) 13 12 11 11
Fertility rate, total (births per woman) 5.5 4.8 4.3 3.9 c

Mortality rate, infant (per 1,000 live births) 79 93 109 66
Mortality rate, child (per 1,000 live births) 39 e 34 e 21e 19 e

Mortality rate, under-5 (per 1,000 live births) 115 e 124 e 127 e  83 e

Mortality ratio, maternal (per 100,000 live births) .. .. 437 472 d

Health services
Births attended by skilled health staff (% of total) .. .. 32 43 c

Immunization, DPT (% of children ages 12-23 months) 38 39 50 85
ARI treatment (% of children under 5 taken to a health provider) .. .. 35 49 d

Source: World Bank, World Development Indicators 2006 (World Bank, 2007).
Notes:
a. All data pertain to 2004 and are taken from World Development Indicators 2006, supra, unless otherwise

indicated;
b. National Strategic Development Plan 2006-2010 (Ministry of Planning, 2006) reports life expectancy as

58 years for men and 64 years for women;
c. Indicates data for 2005 taken from World Development Indicators 2007;
d. Indicates data for 2005 taken from Cambodia Demographic and Health Survey 2005;
e. Data from Cambodia Demographic and Health Survey 2005 for the years 1987, 1993, 1998 and 2003.

Infant Mortality Rate: probability of dying between birth and first birthday.
Child Mortality Rate: probability of dying between first and fifth birthday.
Under-5 Mortality Rate: probability of dying between birth and fifth birthday per 1,000 live births.

The gains in health status have not been distributed equally. To finance their
health costs, 80 per cent of Cambodians use savings, go into debt or sell assets, and
only 16 per cent are able to pay health costs from regular income.1  As table 1.4
illustrates, recent significant gains in childhood mortality rates have not been reflected
in the lower income quintiles. A survey of the poverty-reduction effects of Cambodia's
health programme2 indicated that health gains had not been shared equitably partly
because the poor did not use available health services to the same extent as the rich.
Consequently, the costs of health care and the impact of catastrophic health expenditures
remain the major cause of new impoverishment in Cambodia.3

Table 1.4. Cambodia: Early childhood mortality rates, by income quintile, 2005

Income quintile
Lowest Second Middle Fourth Highest

Mortality rates (per 1000 live births)
Neonatal mortality 34 45 38 38 22
Post-neonatal mortality 66 64 60 39 12
Infant mortality 101 109 98 78 34
Child mortality 29 23 18 15 9
Under 5 Mortality 127 129 114 92 43

Source: NIPH and NIS, Cambodia Demographic and Health Survey, 2005 (2006).

1 National Institute of Statistics, Cambodia Demographic and Health Survey 2000 (Phnom Penh, National
Institute of Statistics and Ministry of Planning, 2000).

2 J. Knowles, An Economic Evaluation of the Health Care for the Poor Component of the Phnom Penh
Urban Health Project (Phnom Penh, 2001; hereinafter “Knowles, An Economic Evaluation”).

3 R. Biddulph, Where Has All the Land Gone? Volume 4, Making the Poor More Visible: Landlessness
and Development Research Report (Phnom Penh, Oxfam GB Cambodia, 2000); R. Biddulph, Poverty
and Social Impact Assessment of Social Land Concessions in Cambodia: Landlessness Assessment
(Phnom Penh, Oxfam GB Cambodia, 2004).
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1.1.2. Health system development and financing

From 1995, Cambodia's health reform process focused on improving the supply
of health services through a process of staff training, infrastructural development and
the supply of drugs to public health facilities. Health service strengthening began with
the Health Coverage Plan (under which reconstruction of district-level referral hospitals
and health centres has been carried out) and the Health Financing Charter (which gave
public health facilities the right to levy user fees with exemptions for the poor as a pilot
project). A long period of planning and systems development has culminated in the
preparation of the draft Health Strategic Plan 2008-2015 and the Strategic Framework
for Health Financing 2008-2015.

Despite significant improvements in the supply of health services, the demand
for health services has not increased proportionately because of a number of financial
and other barriers to accessing health services, including the failure of fee-exemption
systems to protect all the poor. Only 22 per cent of reported treatment episodes are
provided in the public sector, where the quality of service delivery remains low. The
constraints on the delivery of quality public health services include inadequate
management capacity, low salary levels that in turn create an incentive for different
forms of private practice, and inadequate skill levels at most health centres and some
hospitals. The private health-care sector, which is diverse, largely unregulated and
provides treatment of unknown quality, accounts for 48 per cent of treatment episodes.
A variety of other providers such as drug vendors, traditional and religious healers and
birth attendants attract 21 per cent of patients.

Nonetheless, the MOH (Cambodia) remains the main provider of national health-
care infrastructure and human resources. Further, while small in absolute terms, the
health budget constitutes a large and increasing proportion of national budget
expenditures. Although reliable figures are not available, recurrent health spending
through the MOH (Cambodia) reached as much as 12 per cent of total recurrent
expenditures in the 2007 national budget, according to one estimate.4  In total, health
financing is derived from various sources, including the Government budget, multilateral
and bilateral donor funding, NGOs and other charitable donations, the private medical
sector and household out-of-pocket spending.

Health financing in Cambodia has a number of distinct characteristics:
• An extremely high level of national health expenditure compared to other

developing countries, reaching more than 10 per cent of GDP per year by
2003 (or USD 27 to USD 37 per capita per year).5

• A low absolute level of Government health spending, with recurrent budget
spending at little more than 1 per cent  of GDP (or approximately USD 4 per
capita per year).

• A very high level of private, out-of-pocket household spending that accounts
for approximately two thirds of all health expenditure (or approximately
USD 25 per capita per year).

• A rising level of donor funding for health care, reaching a total of USD 114
million in 2005 (or USD 8 per capita per year).

4 C. Lane, Scaling Up for Better Health in Cambodia — A Country Case Study for the Royal Government
of Cambodia/ World Health Organization/ Post-High Level Forum on Health Millennium Development
Goals (Phnom Penh, WHO and AusAID, 2007; hereinafter “Lane, Scaling Up for Better Health in
Cambodia”)

5 Estimates vary depending on source of data for out-of-pocket spending: out-of-pocket estimated at
USD 15 by the secondary assessment of Cambodian Socio-Economic Survey data, published in the
Cambodian Poverty Assessment, World Bank, World Development Indicators 2006 (World Bank,
2007); USD 18 by the WHO National Health Account website (for total spending of USD 30); USD 25
by the secondary analysis of Cambodia Demographic and Health Survey 2005 data in Lane, Scaling
Up for Better Health in Cambodia, supra.
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Table 1.5. Cambodia: Health expenditure,
by sector and out-of-pocket spending, 1998 to 2003

Expenditure 1998 2000 2003

Health expenditure per capita (current US$) 26 31 33
Health expenditure, private (% of GDP) 9.4 9.4 8.8
Health expenditure, public (% of GDP) 1.1 1.6 2.1
Health expenditure, total (% of GDP) 10.5 11.0 10.9
Out-of-pocket health expenditure
(% of private expenditure on health) 90 85 85

Source: World Bank, World Development Indicators 2006 (World Bank, 2007).

According to Lane (2007), the increasing levels of Government spending and
donor funding and high out-of-pocket expenditures mean that the actual level of
funds available may not be a constraint on meeting health goals.6  However, the
excessive burden of out-of-pocket payments presents a financial barrier to access to
health services for the poor and constitutes a misallocation of resources in the health
sector. To achieve greater equity and efficiency, a much larger share of health care
must be financed through tax-funded social transfers (the health budget) and through
affordable pre-payment and social disbursement mechanisms (social health insurance
and equity funds).

The application of official user fees at government facilities from 1996 had a
contradictory impact. In stark contrast to most developing countries, the introduction
of user fees in Cambodia was associated with an increase in the utilization of public
health services, primarily because the official fees in most cases replaced more expensive
under-the-table charges.7  For example, the introduction of a regulated fee system at
the National Maternal and Child Health Hospital was associated with increased patient
satisfaction, higher utilization and bed occupancy rates and an increased number of
hospital-based natal deliveries.8  However, one study showed that increased utilization
was concentrated among people of higher socio-economic status and that the
introduction and subsequent increase of user charges over time could still represent a
“medical poverty trap” for many users.9

When the 1996 Health Financing Charter approved user fee collection at public
facilities, it also introduced a system of exemptions for the poor. Those exemptions
were administered informally by health staff at the facility level without objective testing
and at the discretion of the staff. The exemptions were unfunded and constituted a
drain on income from user fees with a consequent reduction in monies available for staff
incentives. Consequently, the exemption system has been only poorly implemented
and has not worked fully to protect the poor, and in practice the proportion of patients
receiving exemptions remains low.

6 Lane, Scaling Up for Better Health in Cambodia, supra.
7 D. Wilkinson, J. Holloway, and P. Fallavier, The Impact of User Fees on Access, Equity and Health

Provider Practices in Cambodia (Phnom Penh, Ministry of Health/WHO Health Sector Reform Phase
III Project, 2001); S. Barber, F. Bonnet and H. Bekedam, “Formalizing under-the-table payments to
control out-of-pocket hospital expenditures in Cambodia,” Health Policy and Planning (2004), vol. 19,
pp.199-208; N. Palmer, D. H. Mueller, L. Gilson, A. Mills and A. Haines, “Health financing to promote
access in low income settings - how much do we know?”, The Lancet (2004), vol. 364, pp. 1365-70.

8 H. Akashi, T. Yamada, E. Huot, K. Kanal and T. Sugimoto, “User fees at a public hospital in Cambodia:
Effects on hospital performance and provider attitude”, Social Science and Medicine (2004), vol. 58,
pp. 553-64.

9 B. Jacobs and N. Price, “The impact of the introduction of user fees at a district hospital in Cambodia”,
Health Policy and Planning (2004), vol. 19, pp. 310-21 (hereinafter “Jacobs and Price, The impact of
the introduction of user fees”).
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The failure of fee exemption systems is commonly related to the failure to fund
them adequately.10  In Cambodia, such a failure gave rise to a new model of funded fee
exemptions for the poor under the title of HEF which have worked effectively to protect
the poor. HEF emerged in 2000 as a decentralized, district-based third-party scheme
designed to pay fee-exemptions for the poor, commonly administered by NGOs and
based on means-testing to identify the genuinely poor. Similarly, pilot schemes in CBHI
emerged at the same time as a pre-payment mechanism designed to protect the not-
so-poor from impoverishment owing to health costs, particularly catastrophic health
expenditures.

Considering the high level of out-of-pocket expenditures, the private sector
appears to play the main role in service provision. However, the private sector is varied
and the quality of care is often unreliable. Much of the private out-of-pocket expenditure
is used for self-medication without diagnosis or by means of prescription at private
drug sellers and local market stalls. A large proportion goes towards paying additional
costs for government health staff working privately. Some out-of-pocket expenditure is
spent on user fees at government facilities, which may account for around 15 per cent
of hospital revenues. Another proportion is spent for services at private clinics and
other facilities, especially in urban areas. While growing, the private sector remains
largely unregulated.

1.1.3. Gender issues

Women and their children are the main users of public health services. Data from
the Ministry of Health Information System indicate, for example, that 71 per cent of out-
patients attending the Phnom Penh Municipal Hospital in 2006 were female, a common
result across most referral hospitals in Cambodia. However, serious challenges remain
in the provision of health services for women, reflected particularly in the persistent and
unacceptably high levels of maternal mortality.

Despite impressive gains in reducing childhood mortality rates, the maternal
mortality ratio has remained well above 400 per 100,000 live births since the 1990s
without any sign of change (table 1.3). Because of the difficulties in achieving complete
and accurate reporting of maternal deaths, the estimate of maternal mortality is less
than precise. However, it is known that about one woman in six who died in the seven
years prior to the Cambodia Demographic and Health Survey 2005, lost her life from
pregnancy-related causes.11

The excessive mortality parallels a very low rate of utilization of public facilities
for deliveries and a strong preference for home births, especially in rural areas. Only in
the case of recognized obstetric complications do women generally choose to access
heath services. According to the Cambodia Demographic and Health Survey 2005,
only 44 per cent of women nationally have a skilled attendant present during delivery,
mostly midwives (up from 32 per cent in Cambodia Demographic and Health Survey
2000). Assisted births are much more common in urban areas (70 per cent of births)
than in rural areas (39 per cent). Overall, 55 per cent of births are delivered by a traditional
birth attendant, especially in rural areas. Nationally, 78 per cent of births are delivered
at home (down from 89 per cent in Cambodia Demographic and Health Survey 2000).12

A recent survey in one rural Cambodia district (Memot, in Kampong Cham province)

10 R. V. Bitran and U. Gideo, “Waivers and exemptions for health services in developing countries”,
Social Protection Discussion Paper Series, No. 0308 (Washington, D.C., World Bank, 2003; hereinafter
“Bitran and Gode, Waivers and Exemptions”).

11 National Institute of Public Health and National Institute of Statistics, Cambodia Demographic and
Health Survey 2005 (Phnom Penh, National Institute of Public Health and National Institute of
Statistics, 2006).

12 Ibid.
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found that only 20 per cent of women who had delivered during the previous 3 months
had been assisted by skilled attendants, with 88 per cent of deliveries occurring at
home.13

Reductions in maternal mortality remain a key challenge for national development
and health planning. The National Strategic Development Plan 2006-2010 highlights
the concerns about maternal mortality and sets targets to reduce the maternal mortality
ratio to 243 by 2010, and to 140 by the year 2015.14 Addressing gender concerns
remains a central issue in the Cambodian Millennium Development Goals for health,
which specifically target education and employment opportunities for women and children
and aim to reduce gender disparities within public institutions (including health services).
With these concerns in mind the Reduction in Maternal Mortality Plan was drafted in
2007, focusing on advocacy, behaviour change communication, quality assurance
training and improved access to facilities by use of HEF.

1.2. Health Financing Framework

1.2.1. Policy development

From 1979 to 1996, Cambodia provided public health services free of charge to
the population. However, public spending was not sufficient to cover basic health-care
needs. A process of health reform began in the early 1990s that led to the introduction
of the Health Coverage Plan in 1996.

Health Coverage Plan

The Health Coverage Plan was conceived as a programme for infrastructural
development in a range of newly defined health operational districts, placement of staff
and provision of a reliable drug supply through the Central Medical Service.15  The Plan
divided the country on a population basis into 76 health operational districts each with
a district referral hospital and associated health centres and set minimum standards for
service delivery through the Minimum Package of Activities at health centres and the
Complementary Package of Activities at referral hospitals.16

Health Financing Charter

Also in 1996, the MOH (Cambodia) and the Ministry of Economics and Finance
jointly approved the Health Financing Charter to provide a regulated framework for
approval of official user fees and other health financing initiatives.17  The Charter authorized
a pilot scheme for introducing user fees at health facilities with approval by the MOH
(Cambodia) and paved the way for introducing various initiatives in health systems and
health-care delivery. In a decentralized system, the health facilities themselves levy fees
on an agreed scale, and 99 per cent of fee revenues are retained at the facility to be
used for recurrent costs and staff incentives.

13 S. Yanagisawa, S. Oum and S. Wakai, “Determinants of skilled birth attendance in rural Cambodia”,
Tropical Medicine and International Health (2006), vol. 11, pp. 238-51.

14 Ministry of Planning, National Strategic Development Plan 2006-2010 (Phnom Penh, Ministry of
Planning, 2006).

15 Ministry of Health, Health Coverage Plan Cambodia (Phnom Penh, Ministry of Health, Planning and
Statistics Unit, 1996).

16 Under the Health Coverage Plan, the Cambodian health system is organized nationally into 76 health
operational districts covering an average population of 100,000-200,000, each with a 'referral hospital'
for secondary level health services providing Complementary Package of Activities and 10-20 ‘health
centres’ for primary care providing Minimum Package of Activities. Tertiary hospital care is generally
provided at ‘National Hospitals’ in the capital, Phnom Penh.

17 Ministry of Health, “National Charter on Health Financing in the Kingdom of Cambodia”, Conference
on Financing of Health Services, 5-9 February 1996, Ministry of Health, Phnom Penh, Cambodia.
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Exemptions for the poor

While the Health Financing Charter provided for exemptions for the poor (to be
granted informally at the facility level), the official exemptions system was unfunded
and provided inadequate coverage. In practice, exemptions were a drain on facility
revenues and staff incentives and the proportion of patients receiving exemptions
remained low. From the beginning, exemptions for the poor averaged around 18 per
cent of patient admissions nationally,18  compared to the national poverty rate of more
than 35 per cent. Those circumstances produced a response at both practice and
policy levels. In practice, two demand-side financing schemes emerged from 2000 at
the local district level, both sponsored by international and local NGOs: HEF and CBHI
(see the following Subsection 1.2.2. for a description of HEF and CBHI schemes). From
a policy point of view, a SHI Master Plan was drafted in 2003 and regulations for HEF
and CBHI followed.

Law on Social Security

The Government has taken steps to introduce social security, beginning with a
work injury programme and old age pensions. The Law on Social Security Schemes for
Persons defined by the provisions of the Labour Law was enacted in September 2002.
Article 1 defines those two benefits and states that other contingencies shall be
subsequently determined by sub-decree based on the actual situation in the national
economy. The Law stipulates that the social security schemes shall function under a
national social security fund, which shall be a public self-financing institution outside
any Governmental ministry and be governed by a board, with tri-partite representation,
and include the MOH (Cambodia).

SHI Master Plan

The SHI Master Plan in Cambodia was prepared by the MOH (Cambodia) with
technical support from WHO and was released in September 2003.19  It was officially
launched and disseminated in 2005. A full discussion of the SHI Master Plan along with
the tasks, roles and responsibilities of the SHI Committee, which has responsibility for
implementing the Plan, is included in Section 1.3.

The adoption of the SHI Master Plan was based on the need to develop alternative
health financing schemes in line with the projections of the Ministry of Health Strategic
Plan 2003-2007. From a policy point of view, the objectives for developing social health
insurance were identified as the need for (a) a stable health financing mechanism, (b)
the promotion of equity in access to health care, (c) rational household expenditure on
health through prepayment rather than unpredictable payment at the time of illness
and (d) improvement in the health-care delivery system. The SHI Master Plan reviews
the health financing situation and considers the main issues facing social health insurance;
demography, the labour force and employment, the scope of existing social security
systems, major health and health system issues and cultural factors.

The SHI Master Plan recommended a parallel and pluralistic approach to work
towards universal health insurance coverage, comprising:

• Compulsory social health insurance through a social security framework for
formal-sector salaried workers and their dependents, administered by the
National Social Security Fund; coverage would be provided for private sector
employees under the Labour Law (accidents, maternity, occupational health
and safety) and the 2002 Social Security Law (pensions, injury and

18 World Bank, “Cambodia Poverty Assessment,” Report No. 19858-KH (Washington D.C., World
Bank, 1999).

19 Ministry of Health and WHO, Plan for Social Health Insurance in Cambodia (Phnom Penh, Ministry of
Health and WHO, 2003).
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occupational diseases, medical care and maternity), administered by the
Ministry of Labour and Vocational Training; it would be provided for Civil
Servants under Decision Letter 245 (1988), including sickness and  accident
benefits, free health services at state hospitals, maternity leave and sick leave,
administered by the Ministry of Social Affairs, Veterans and Youth.

• Voluntary insurance through the development of CBHI schemes for informal-
sector, non-salaried workers and their families who can afford to contribute
small premium payments on a regular basis (such schemes have been
sponsored initially by different development partners and local and
international NGOs working with some contracted public health-care
providers).

• Social assistance through the use of district-based HEF and, later, through
Government funds to purchase health insurance for non-economically active
and indigent populations (a Government prakas, or decree, authorizing the
reimbursement of fee-exemptions at health facilities through MOH (Cambodia)
budget funding was adopted in 2007).

HEF Framework

The National Equity Fund Implementation and Monitoring Framework was adopted
by the MOH (Cambodia) in September 2005.20  The Framework formalized the institutional
arrangements needed to extend HEF operations in Cambodia from a range of schemes
implemented through and by local and international NGOs. The Framework addresses
five key areas:

1. Background information on HEF including policy relevance, operations and
targeted outcomes.

2. Institutional arrangements for HEF expansion.
3. Criteria for the selection of health operational districts to participate in the

HEF expansion process, including means for the identification of HEF
beneficiaries, guidelines for the selection of HEF implementers and estimated
costing.

4. Terms of reference and guidelines for the bidding process for selection of
HEF implementers.

5. Principles and methods for monitoring and evaluation of the expanded HEF
system.

In early 2007, the detailed national Monitoring and Evaluation Framework for
HEF was fully developed and implemented through the MOH (Cambodia) to track the
performance of the existing HEF schemes managed by NGOs.

CBHI Guidelines

The “Guidelines for the Implementation of Community-based Health Insurance
Schemes” were developed in April 2006 by the MOH (Cambodia) with technical support
by WHO and Deutsche Gesellschaft fur Technische Zusammenarbeit (German Technical
Cooperation or GTZ).21 The Guidelines were prepared by the SHI Committee and
presented to the MOH (Cambodia) - Donor Technical Working Group for Health. The
Guidelines have been presented for official approval by the MOH (Cambodia) and will
be translated into formal regulations with a complementary monitoring framework. The
Guidelines were designed to enable the creation of a network of CBHI schemes with
common principles and to allow for eventual merging of schemes to achieve increased
risk-pooling and portability between schemes. The Guidelines propose establishment

20 Ministry of Health, National Equity Fund Implementation and Monitoring Framework (Phnom Penh,
Ministry of Health, 2006; hereinafter “Ministry of Health, National Equity Fund Implementation”).

21 Ministry of Health, WHO and GTZ, Guidelines for Implementing Community-Based Health Insurance
(Phnom Penh, Ministry of Health, WHO, and GTZ, 2006).
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of local CBHI Management Committees with a composition adapted to local conditions
and encourage stakeholder involvement in implementation.

Under the Guidelines, CBHI schemes are required to:
• Register with the Ministry of the Interior according to regulations applying to

NGOs.
• Submit to the MOH (Cambodia) for approval of implementation arrangements.
• Undertake training coordinated by the MOH (Cambodia).
• Charge premiums that are affordable for the majority of the population and

involve no additional payments from beneficiaries at the point of service.
• Provide for ambulatory and in-patient care for beneficiaries and their families.
• Provide equal benefits to all insured persons regardless of pre-existing or

new chronic diseases or conditions.
• Regulate qualifying periods for entitlement to benefits.
• Earmark allocations for the use of contribution revenues.
• Contract local public health-care facilities to provide services.
• Manage provider payment in advance and on a regular basis.

1.2.2. Implementation of HEF and CBHI

HEF are original to Cambodia. They emerged as localized, decentralized
and district-based health-care subsidies for the poor (or funded fee-exemption
system) that are funded mostly by donors and implemented by NGOs working to
support public health service delivery. In Cambodia, HEF operate as a third-party-
payer scheme for indigent patients in which a fund is managed at the district level
by a local agent (usually a local NGO) and supervised by an international NGO.
Funding is commonly from donors, but in some cases may also come from
community collections and the Government. The poor are identified at or prior to
the point of service and receive free care at the health facility, transport
reimbursement and caretaker food support. The facility is usually reimbursed on a
monthly basis directly from the fund for services provided to the poor.

Since its inauguration in three areas in 2000 (Phnom Penh, Sotnikum and
Thmar Pouk), the number of HEF schemes has grown rapidly and HEF currently
cover more than one half of all health districts. HEF provide improved access to
health services for the poor, protect the poor from excessive health expenditures
and reduce dependence on debt and asset sales to pay health costs. A
comprehensive study of HEF was made through the 2005-2007 Study of Financial
Access to Health Services for the Poor in Cambodia, sponsored by WHO, the
MOH (Cambodia), the Australian Agency for International Development and RMIT
University (Melbourne, Australia).22  In addition, there is a growing literature on
HEF in Cambodia that shows their effectiveness in providing social health protection
for the poor. A summary of the relevant literature is presented in the accompanying
box with a bibliography.

22 A full copy of each of the reports from Phase 1 and Phase 2 of the study is available at
<http://www.ausaid.gov.au/publications/pdf/cambodia_health2.pdf>; P.L. Annear, M. Bidgeli, Ros
Chhun Eang and P. James, Study of Financial Access to Health Services for the Poor in Cambodia —
Phase 2: In-depth Analysis of Selected Case Studies (Phnom Penh, Ministry of Health, WHO, AusAID
and RMIT University, 2007; hereinafter “Annear et al., Study of Financial Access 2007”); P.L. Annear,
D. Wilkinson, Men Rithy Chean and M. van Pelt, Study of financial access to health services for the
poor in Cambodia — Phase 1: Scope, Design, and Data Analysis (Phnom Penh, Ministry of Health,
WHO, AusAID and RMIT University, 2006; hereinafter “Annear et. al, Study of Financial Access
2006”).
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Box 1.1. Cambodia: Recent literature on HEF

The published and grey literature on the implementation of HEF indicates
their effectiveness. One rural study has shown that increased utilization of health
facilities under normal conditions was concentrated among people of higher socio-
economic status and that the introduction and subsequent increase of user charges
over time could still represent a “medical poverty trap” for many users.23  HEF
were designed in those conditions to address the financial, geographical,
informational and socio-cultural barriers faced by the poor.24  There have been
several studies in specific locations, most commonly in Sotnikum health district,
one of the first rural sites to have pioneered HEF.25  Comparative studies have
been made of the different HEF models in Sotnikum, Thmar Pouk, Phnom Penh,
Takeo and Svay Rieng26  and of HEF systems in Siem Reap, Otdar Meanchey and
Sotnikum.27  One prospective study compared the possibilities for equity funds at
referral hospitals in Chhlong, Pursat, Moung Russei and Mongkul Borei.28  Other
prospective studies discussing options for health financing, user fees, HEF and
community insurance have contributed to planning the introduction of different
pro-poor schemes.29  A recent international comparative study contrasted the
impact of equity funds on access for the poor in Cambodia with the removal of
user-fees in Uganda, concluding that contextual issues were paramount in the
success in both cases. Another considered the more general application of equity
funds in low-income countries.30  In different locations, HEF have increased access
for the poor and facilitated community participation in health service improvement,
particularly through pagoda-based funds.31  In Phnom Penh squatter communities,
HEF were found to protect the poor from the impact of health costs and to increase
access to health services.32  A study in one rural district indicated that the financial
sustainability of HEF may be improved by working through grassroots institutions,
such as pagodas, although external support may still be required.33  A forthcoming
book on social assistance and health care for the poor in Asia by the Institute of
Tropical Medicine, Antwerp, includes a number of new articles on HEF in
Cambodia,34  including that footnoted here.35

23 Jacobs and Price, “The impact of the introduction of user fees”, supra.
24 W. Van Damme, L. van Leemput, I. Por, W. Hardeman and B. Meessen, “Out-of-pocket health

expenditure and debt in poor households: Evidence from Cambodia”, Tropical Medicine International
Health (2004), vol.9, pp. 273-80.

25 W. Hardeman, “Considering equity in health sector reform: Case study of a New Deal in Sotnikum,
Cambodia”, The Institute of Social Studies, Working Papers, (2001), General Series, No. 361; W. Van
Damme, B. Meessen, J. Von Schreeb, H. Thay Ly, J-M Thome, et al., Sotnikum New Deal: The First
Year (Phnom Penh, Medecins Sans Frontieres, 2001); B. Meesen, W. Van Damme, I. Por, L. van
Leemput, W. Hardeman, “The New Deal in Cambodia: The second year, confirmed results, confirmed
challenges”, Working Paper (Phnom Penh, Medecins Sans Frontieres and UNICEF, 2002); I. Por and
W. Hardeman, Health Equity Funds: Improving Access to Health Care for the Poor — MSF’s Experience
in Cambodia (Phnom Penh, Medecins Sans Frontieres, 2003); W. Hardeman, W. Van Damme, M. van
Pelt, I. Por, Heng Kimvan and B. Meessen, “Access to health care for all? User fees plus a Health
Equity Fund in Sotnikum, Cambodia”, Health Policy and Planning (2004), vol. 19, pp. 22-32.

26 Bitran and Gode, Waivers and Exemptions, supra.
27 M. Noirhomme, B. Meessen, F. Griffiths, I. Por, B. Jacobs, et al., “Improving access to hospital care for

the poor: Comparative analysis of four health equity funds in Cambodia”, Health Policy and Planning
(2007), vol. 22, pp. 242-62.

28 R. Overtoom, Report on the Possibilities for Equity Funds — Chhlong RH, Pursat PH, Mong Russey RH,
Mongkol Borei PH (Phnom Penh, University Research Co., 2003).

29 M. Bautista, Health Financing Schemes in Cambodia: Reaching the Poor with Quality Health Services
(Phnom Penh, University Research Co., 2003).

30 B. Meesen, W. Van Damme, C. Kirunga Tashobya, A. Tibouti, “Poverty and user fees for public health
care in low-income countries: lessons from Uganda and Cambodia,” The Lancet (2006), vol. 368, pp.
2253-7; N. Brikci and M. Philips, “User fees or equity funds in low-income countries”, The Lancet,
(2007), vol. 369, pp. 10-11.
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In Cambodia, CBHI comprises a number of local-level, voluntary, private, non-
profit micro insurance schemes funded by user premiums and managed commonly by
an international or local NGO. CBHI does not target the poor, rather it targets informal
sector workers and the not-so-poor, including those who have sufficient cash income
to pay modest monthly premiums. The schemes pay the costs of health care for insured
patients (and their families) at contracted government facilities; in practice, the facilities
receive a monthly capitation payment or reimbursement for fee-exemptions to insured
patients from the insurance fund. Benefits are agreed by contract with the facilities and
include a list of exclusions for certain non-essential and complex services.

CBHI collectively is less widespread than HEF and currently serves a limited
number of insured members in Phnom Penh and a range of rural locations at various
health centres, referral hospitals and health operational districts (and perhaps province-
wide in the near future). The first CBHI scheme was launched at one health centre in
1999 and the number of schemes has expanded steadily since then. Seven different
local and international organizations manage (or are planning) CBHI schemes, charging
monthly premiums in the range of USD 1 to USD 3 (generally with a subsidy from the
insurance manager). By June 2007 there were nine CBHI schemes operating at certain
locations within six provinces.36  Results of CBHI implementation were reported in the
Access Study.

1.2.3. National health financing strategies

The development of a comprehensive strategy for national health financing is
still at an early stage in Cambodia. Drafting of the national policies and implementation
of the innovative demand-side financing schemes already mentioned are major
achievements that provide a basis for further movement towards universal health
insurance coverage. The period from 2008 to 2015 is therefore a preparatory period
during which the foundations of the anticipated national approach are being laid. It is
thought that advancement to universal coverage may be possible by the end of this
period, which coincides with the date for the achievement of Cambodia's Millennium
Development Goals for health.

Health programmes are a significant part of the Government's current framework
for development planning. The National Strategic Development Plan 2006-2010 provides
the overall direction for this process. Two Health Strategic Plans have been developed
for 2003-2007 and 2008-2015 (currently being drafted by the MOH (Cambodia)). In
addition, the Strategic Framework for Health Financing 2008-2015 has been prepared
to accompany the Health Strategic Plan 2008-2015. Based on those policy documents,
the opportunity currently exists to develop a detailed implementation plan for health
activities in the period to 2015, one that is supported by a health financing strategy

31 In Kiriyong health district, one HEF scheme used pagodas, or Buddhist temples, as the focal point for
collecting health equity funds from the community and distributing them to health centres to finance
health costs for the poor. B. Jacobs and N. Price, “Community participation in externally funded
health projects: lessons from Cambodia”, Health Policy and Planning (2003), vol. 18, pp. 399-410.

32 Knowles, An Economic Evaluation, supra; M. Van Pelt and Bun Mao, A Contextual Evaluation of the
Urban Sector Group Equity Fund (Phnom Penh, University Research Co., Health Systems Strengthening
in Cambodia (HSSC) Project, US Agency for International Development, 2004).

33 B. Jacobs, N. Price and Sam Oeun Sam, “A sustainability assessment of a health equity fund initiative
in Cambodia”, International Journal of Health Planning and Management (2007), vol. 22, pp. 183-203
(hereinafter “Jacobs et al., A sustainability assessment of a health equity fund”).

34 Institute of Tropical Medicine, Social Assistance and Health Care for the Poor in Asia (Antwerp,
Institute of Tropical Medicine, 2008).

35 P.L. Annear, M. Bidgeli and Ros Chhun Eang, “Providing access to health services for the poor: Health
equity in Cambodia”, ITM series, Studies in Health Services Organization and Policy, Social Assistance
and Health Care for the Poor in Asia (2008, forthcoming), special issue.

36 Ministry of Health, Minutes of the Social Health Insurance Committee, 26 June 2007.



16

Promoting Sustainable Strategies to Improve Access to Health Care in the Asian and Pacific Region

that addresses the need for balance in financing sources and for improved social
health protection for the poor. (The SHI Master Plan is considered in greater detail in
Section 1.3).

National Strategic Development Plan

The National Strategic Development Plan 2006-2010 focuses on the results to be
achieved in the development process for rapidly improving the lives of all Cambodians
through a meaningful reduction of poverty, particularly in rural areas. The National
Strategic Development Plan views the health sector as playing an important part in
poverty reduction, both as a cause and a consequence of impoverishment. The Plan
outlines the programmes, investments and funding necessary to build the public sector,
achieve the Millennium Development Goals and implement the Health Strategic Plans.37

Health Strategic Plans

While challenges remain, implementation of the Health Strategic Plan 2003-200738

has made some progress in achieving the aims of strengthening health service delivery.
The Plan identified six priority areas of work and 20 strategies and identified outcomes
for the whole health sector, including improving access to health services for the poor,
improving attitudes of health providers, improving the quality of services, ensuring a
regular flow of funds to facilities, strengthening staff skills and capacities, improving the
drug supply and expanding health information. The expansion of HEF and CBHI schemes
(and such arrangements as the contracting of district-level public health delivery to
non-governmental providers) has added to the achievement of those aims. Further
progress has been made in sector-wide management through increased donor
harmonization and alignment of health strategies by the MOH (Cambodia). The provision
of affordable, essential hospital services is a continuing challenge across the health
system. Control of communicable diseases advanced significantly with the dramatic
reduction in prevalence of HIV and AIDS. Improved care for mothers and children has
been reflected in increased immunization and declining childhood mortality rates.

The Health Strategic Plan 2008-2015 is currently being prepared by the MOH
(Cambodia) and not yet due for release. The Plan will focus on institutional development
and health financing, health system strengthening, improved mother and child health
services and the control of communicable diseases. To achieve those ends, the Plan is
likely to focus on moves towards a sector-wide approach (through the implementation
and expansion of Sector-Wide Management) along with increased decentralization of
administrative responsibilities. The Plan focuses as well on implementation of
arrangements to increase social health protection for the poor and to improve services
particularly in rural areas.

Strategic Framework for Health Financing 2008-2015

Prepared by the MOH (Cambodia) in 2007, the Strategic Framework summarizes
the existing health financing situation in Cambodia and lays out the pathways towards
universal coverage after 2015.39  The Strategic Framework identifies five Focus Areas for
implementation activities for health financing. The Council of Ministers is to approve the
Strategic Framework before its presentation at the National Health Congress in 2008.
The Framework will provide the basis for improved inter-sectoral collaboration and
dialogue between national ministries, donor partners and other stakeholders.

37 Ministry of Health, National Equity Fund Implementation, supra.
38 Ministry of Health, Health Sector Strategic Plan 2003-2007 (Phnom Penh, Ministry of Health, 2002).
39 Ministry of Health, Draft Strategic Framework for Health Financing in Cambodia 2008-2015 (Phnom

Penh, Ministry of Health, 2007).
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The strategy recommended by the Framework is mainstreaming of the various
disparate forms of health financing into a single ‘mixed model’ — based on a combination
of Government funding, donor funding, assistance from NGOs, out-of-pocket
expenditures, private insurance, social and community-based health insurance and
HEF — that provides coverage for different segments of the population through different
mechanisms. The Strategic Framework proposes a step-by-step process that first
develops the existing schemes for national coverage, brings together the various health-
financing initiatives into a single strategic approach and builds on those concrete
achievements to move towards universal health insurance coverage under a national
health insurance authority in the longer term.

The Strategic Framework advocates the need to move resources from inefficient
private providers to an efficient public health system and argues that implementation of
social health insurance, HEF and CBHI within a coherent plan is crucial. The Strategic
Framework outlines a strategic approach that details:

• The aims and objectives of national health financing strategy
• The major sources of health financing
• Population coverage of existing financing schemes
• The institutional framework for further developments
• The milestones to be achieved in advancing towards universal coverage
• A description of the mixed-model approach
• Preparation of conditions for universal coverage.

1.2.4. Path to universal coverage

The vision of the Strategic Framework is that by 2015 “the different elements and
institutions of the health financing system will be combined under a single strategy
guided by national health priorities; social health insurance mechanisms will be in
place for formal sector workers; the informal sector and the poor will be fully protected
by suitable pre-payment and social-transfer mechanisms; government funding for health
will be at a level appropriate for the adequate provision of services to the population;
donor support will be harmonized and aligned with national priorities; and effective
public-private sector cooperation will be in place. The achievement of these objectives
will make the move to universal coverage possible.”

The period prior to 2015 is therefore a period of preparation in which the different
current financing approaches are to be combined within a publicly funded health system
to cover different levels of the population:

• HEF for the poor and indigent
• CBHI for urban and rural informal-sector workers just above the poverty line
• Social health insurance for the formal sector and civil servants
• Private insurance and user-payments for those who can afford them.

The Strategic Framework proposes a system of population coverage built on
the development of those different health financing and insurance mechanisms,
illustrated schematically in figure 1.1. Emphatically, figure 1.1 represents only a
conceptual approximation of the current situation and is not a proposal for formal
segmentation of the population. In reality, the borders between those population
segments are not fixed but are fluid, as people rise out of or fall into poverty or move
along the income scale. The proposed strategy is similar in some ways to earlier
processes followed in such nearby countries as the Philippines and Thailand, where
various schemes were developed over a long period and only recently unified in a
single system aimed at universal coverage.
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Figure 1.1. Cambodia: Conceptual view of coverage
for different population segments

Source: Ministry of Health, Strategic Framework for Health Financing 2008-2015 (2007).

Clearly, the biggest challenge lies within the middle 50 per cent of the
population who require coverage through voluntary, private and community-based
insurance mechanisms. Expanding the risk pool and enrolling families in coverage
within this segment is a difficult and demanding task that has so far made very
modest progress. Nonetheless, based on this schematic representation, the Strategic
Framework proposes a step-by-step movement towards universal health insurance
coverage in the years up to 2015. Figure 1.2 summarizes this step-by-step process
and identifies the main milestones along the way.

Figure 1.2. Cambodia: Steps towards universal coverage, 2008 to 2015

Source: Ministry of Health, Strategic Framework for Health Financing 2008-2015 (2007).
Note:
SHI = Social Health Insurance
OOP = Out-of-pocket
SWAp = Sector Wide Approach
PFM = Public Financial Management
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1.3. Social Health Insurance

The SHI Committee was established in August 2005 following the launch and
dissemination of the SHI Master Plan. The Master Plan was written to support the
Health Strategic Plan 2003-2007 and incorporates social health insurance for civil
servants and private employees in the formal sector as well as CBHI and HEF. Since
the Master Plan was prepared, conditions have changed in Cambodia, with consistent
economic growth, improved health status, preparation of the new Health Strategic
Plan 2008-2015, preparation of the Strategic Framework and impressive growth of
the coverage by HEF.

This section considers the provisions of the SHI Master Plan within that changing
context, the roles and responsibilities of and new challenges for the SHI Committee
(including implementation of the Strategic Framework, key challenges related to gender,
updating the SHI Master Plan and further procedures for inter-sectoral collaboration).
Conclusions and recommendations follow in Section 1.4.

1.3.1. SHI Master Plan

In the current context, the SHI Master Plan must be understood within the framework
of key planning documents prepared by the Government and the MOH (Cambodia).
The SHI Master Plan was developed in 2003 and adopted after being updated in 2005.
The overall aims of development are outlined in the National Strategic Development
Plan 2006-2010. Within such a framework, the goals for the health sector are set out in
the proposed first and second Health Strategic Plans (2003-2007 and 2008-2015). The
Strategic Framework 2008-2015 was written to support the provisions of the Health
Strategic Plan. Although it was drafted earlier, the SHI Master Plan logically appears as
one important aspect within the broader Strategic Framework.

Such a hierarchy of planning documents is neither formal nor regulatory but is
rather a conceptual or logical guide to understanding the relationship between planning
initiatives. In fact, national health planning and the financing processes are currently
much stronger than when the SHI Master Plan first appeared and since more knowledge
and experience with financing measures has been accumulated. Of greatest importance
is that those key documents present a consistent message in proposing the move
towards increased social health protection. This current assessment of the SHI Master
Plan and the SHI Committee has been prepared for UNESCAP in that light.

The SHI Master Plan presents social health insurance in the broadest sense as
incorporating all existing measures of social health protection. It places each within the
context of the longer-term advance towards universal coverage. The pluralistic approach
proposed by the SHI Master Plan — with different types of schemes for different segments
of the population — is consistent with the Strategic Framework, though the latter gives
different weight to the various parts. The Master Plan identifies the following schemes:

• Compulsory social health insurance through the social security framework for
formal public- and private-sector salaried workers and their dependents.

• Private (for-profit) commercial health insurance for enterprises or individuals
who wish to purchase insurance for non-essential medical benefits, which may supplement
but not replace social health insurance.

• Voluntary (non-profit) insurance for non-salaried informal-sector workers and
their families who can contribute small regular premiums through CBHI schemes that
are sponsored initially by different development partners and national NGOs in
collaboration with public health-care providers.

• Social assistance through the use of HEF for non-economically active and
indigent populations with Government funds used to purchase health insurance for the
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poor at a later stage (in fact, currently approved through the recent prakas).

Within that approach, the Master Plan gives most attention to the formal- and
informal-sector insurance schemes (especially CBHI) and less attention to HEF (which
were then in their early stages of development). The developments that have occurred
since the SHI Master Plan was drafted have moved in a slightly different direction, in
particular the much slower and more limited development of CBHI and the rapid
expansion and established effectiveness of HEF.

Timetable

Table 1.6 below is based on the timeframe for introduction of social health insurance
measures proposed by the SHI Master Plan (taken from Section 3.3: Stages to Reach
Universal Coverage and Table 1.3: Activities and Timeframe to Cover the Population
Sectors). In this table the proposed activities are compared to the actual achievement
as at December 2007.

Table 1.6. Cambodia: Time frame proposed by the SHI Master Plan,
2003 targets vs. achievements, to December 2007

Population Mechanism/ 2004 2005 2006-2008 2009-2012
Sector Activity

Compulsory
scheme for
formal
labour
sector.

Inclusion of
health care
as a benefit
in Social
Security
Law.

Inclusion of
public
sector
workers.

Set up of
National
Social
Security
Fund.
Achievement:
Established
in 2007 by
inter-
ministerial
prakas.
National
Social
Security
Fund board
has met
twice since.

Launch/
provide
benefits in
Phnom Penh.
Achievement:
For civil
servants,
approval
granted by
Minister of
Social Affairs,
Veterans and
Youth and
Working Group
established.
For private
sector workers
social health
insurance
implementation
will start in
2009.

Launch/
provide
benefits in
3 provinces.
Achievement:
benefits will
not commence
anywhere
before 2009.

Enrol retired
workers.
Achievement:
not included in
current plans.

Extend to
rest of
country.

Voluntary
CBHI
schemes

Expansion of
existing
schemes.

New schemes
through
accreditation
process.
Achievement:
Sub-Decree
on Micro-
insurance
including
provisions on
CBHI
finalized
2007; CBHI
ad hoc

Expand
GRET
schemes.
Achievement:
by 2004
schemes
covered 3
health
centres with
referral
hospitals in 3
districts.

Begin urban
scheme.
Achievement:
begun at one
health centre

Reach 80%
coverage in 5
to 10 districts.
Achievement:
Up to 10
districts
included no
but coverage
is very low.

Reach 50%
coverage in 1
to 2 provinces.
Achievement:
coverage of
schemes and
population
remains low.

Expand GRET
Schemes.
Achievement:
by 2007, GRET/
SKY schemes
provided at 15
health centres
in 4 provinces
with referral to
4 district
referral
hospitals and
2 provincial
hospitals.

Include urban
area.
Achievement:

Merge
schemes
at district
level, then
provincial
level.
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Population Mechanism/ 2004 2005 2006-2008 2009-2012
Sector Activity

working group
established;
CBHI
regulations to
be prepared
in 2008.

Enrolment of
public sector
health
workers in
CBHI
schemes.
Achievement:
enrolment of
some civil
servants in
Kampong
Thom scheme
has begun.

and Phnom
Penh
Municipal
Hospital in
2005.

Begin 2 GTZ
schemes.
Achievement:
begun in
Kampong
Thom in 2007
and planned
for Kampot
2008.

Begin 2 other
NGO
schemes.
Cambodian
Association
for Assistance
to Families
and Widows
scheme
established
independently
in Bantheay
Meanchey
(MOH
(Cambodia)
notes this as a
sign of CBHI
expansion).

new GRET
scheme
opened at 1
health centre
and Phnom
Penh
Municipal
Hospital in
2005; new
agreement
with Preah
Kosamak for
complicated
cases signed
2007.

Expand CBHI
Schemes.
Achievement:
new schemes
established by
RACHA Pursat
2006, GRET
Kampot 2007;
CHHRA Otdar
Meanchey;
BFH Kirivong,
Maltesa
Samrong.
Proposed
GRET/GTZ
scheme for
Kampot 2008.

Legislation.

Expand use of
equity funds
for social
health
insurance
according to
experience.
Achievement:
no experience
yet gained.

Begin shift
from equity
funds to
Government
funding for
health
insurance for
the indigent
populations.
Achievement:
Prakas 2007
approved
Government
funding for fee
exemptions for
the poor; yet
to be
implemented;
this is to be
paid as fee
reimbursement
not insurance
(c.f. target).

Legislate
Government
funding through
legislation to
fund health
insurance for
indigent
population.

Begin 1 to 2
schemes using
equity funds to
subsidize all
families in
community.
Achievement:
not yet
attempted.

Begin 1 to 2
schemes using
Equity Fund to
purchase
health
insurance
cards for
vulnerable
families.
Achievement:
pilots will
begin in
Kampot 2007
and Kampong
Thom 2008.

Collaboration
with equity
funds.
Achievement:
plan to begin
HEF-CBHI
collaboration in
Kampot (2007)
and Kampong
Thom (2008).

Indigent and
non-
economically
active
population

Universal
coverage

Assure uniform
design,
through
network, plan
for eventual
merging of

Monitor,
adapt,
begin network
regulations.
Achievement:
SHI Master

Monitor,
expand
network.
Achievement:
HEF
Implementation

Draft
legislation for
compulsory
universal
coverage.
Achievement:
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The achievements to date are impressive, but also indicate that the time frame
proposed by the SHI Master Plan was too optimistic. In comparison, the Strategic
Framework proposes a more gradual advance in the direction of universal coverage
based on the expansion, strengthening and scaling-up of all existing schemes (as
illustrated in figure 1.2). Recent experience indicates that building those schemes and
developing the necessary institutional framework for social health insurance and social
health protection are demanding tasks that require patient long-term work. That too
has been the experience in neighbouring countries.

The strength of the SHI Master Plan is its provision for the preparation and
introduction of social health insurance measures for private sector workers and civil
servants. The institutional arrangements for such schemes are being developed through
the Ministry of Labour and Vocational Training and the Ministry of Social Affairs, Veterans
and Youth. The first scheme (for private sector workers) may be launched in 2009.
Foreseeably, such social health insurance measures will be further developed and
prepared for implementation and expansion in the years from 2010 to 2015. In the
meantime, the slow development of CBHI and the rapid expansion of HEF have changed
the conceptual balance between the various social protection schemes.

HEF and CBHI

HEF are currently the most widespread and the most effective form of social
health protection provided in Cambodia. The documented evidence indicates that
HEF are an effective means for providing financial access to health services for the
poor, have extensive donor support, are well regarded by beneficiaries, may allow
discretionary spending on health care (as opposed to “non-essential” consumption)
and are associated with surprisingly little social stigma.40  HEF schemes are available in
more than half of all health districts in Cambodia. In those districts, HEF effectively
provide free access to health care for a large majority of the poor (who comprise one
third to one half of the district population in most cases). The caution expressed in the
SHI Master Plan (that despite HEF a majority of the population would still face financial
barriers, and HEF would be unlikely to contribute to equity in access to health care) is
therefore not well supported by the evidence.

The Master Plan anticipated that HEF would be phased out quickly in the years
after 2003 and replaced by: (1) the immediate purchase of CBHI premiums for the poor
in districts with less than 25 per cent poverty; and (2) the replacement over five years of
equity funds by household out-of-pocket spending on CBHI premiums in districts with
around 50 per cent poverty. That plan is illustrated in table 1.7, which is taken from the
SHI Master Plan, Section 4.6: “Use of Equity Funds” and Table 1.6: “Contribution
Subsidization through Equity Funds”.

Population Mechanism/ 2004 2005 2006-2008 2009-2012
Sector Activity

Plan, SHI
Committee,
CBHI
Guidelines;
HEF
Guidelines all
completed.

and
Monitoring
Framework
adopted 2007.

by 2007 no
plans adopted
for preparing
legislation for
universal
coverage.

schemes.

40 Annear et al., Study of Financial Access 2006, supra; Annear et al., Study of Financial Access 2007,
supra.
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Table 1.7. Cambodia: Plan for changes in proportion of health-care costs
contributed for insurance premiums

by household out-of-pocket spending and HEF, post-2003

Percentage of contribution to be covered by each partner

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6

Household 20 30 40 60 80 100

HEF 80 70 60 40 20  0

Given the expansion in coverage provided by equity funds that plan to phase
out HEF by about 2009 is no longer realistic. Moreover, the proposal that HEF monies
be used to purchase health insurance cards for vulnerable groups is untested,
unsupported by any reliable evidence and perhaps flawed in principle if monies used
to purchase CBHI premiums are less over time than the value of health services received
(in which case purchasing premiums would be a wasteful and inefficient use of funds
earmarked for poverty relief). Such issues need to be further tested in practice (such as
through pilot schemes proposed by GTZ in Kampot and Kampong Thom).

Under current circumstances, HEF are targeted at families which live below the
poverty line (35 per cent of the national population on average). CBHI is targeted not at
the poor but at the 50 per cent of the population who live just above the poverty line
and have sufficient cash income to purchase insurance premiums (as illustrated in figure
1.1). The challenge created by the need to extend voluntary micro insurance for health
to one half of the population is already extraordinarily demanding. In building CBHI
arrangements, all efforts should be focused on that task. The SHI Master Plan contributes
to the need by providing for the institutionalization of CBHI and formal social health
insurance measures according to uniform procedures, benefits and regulations.

Proposed changes

Many of the changes to the SHI Master Plan proposed in this report have been
considered as well in the preparation of a social health insurance project plan currently
being developed by the MOH (Cambodia) with support from GTZ. The plan is yet to be
finalized and adopted but is likely to be implemented in two phases, 2007-2010 and
2008-2012. The draft plan focuses on the development of formal-sector SHI arrangements
and informal-sector CBHI schemes and proposes to test ways in which linkages with
social assistance programmes can best be achieved. The draft plan also proposes that
the SHI Master Plan be revised and updated and provide for the development of a
timetable for advancing towards universal coverage.

1.3.2. SHI Committee

The SHI Committee was appointed by the MOH (Cambodia) at the end of 2002
to review in-country and regional experiences with health insurance, outline strategic
directions and propose regulatory measures. The Committee met for the first time and
began its work following the launch of the SHI Master Plan in 2005. It comprises members
from the MOH (Cambodia), international agencies and NGOs with invited representatives
from collaborating ministries. The formation of the Committee was endorsed by the SHI
Master Plan in line with the Health Strategic Plan 2003-2007 (under Strategy 15 in
Section 1.4). The SHI Master Plan also recommended development of a long-term
health insurance plan, development of health insurance guidelines, development of a
plan to expand and pilot SHI schemes in a few provinces (including Phnom Penh) and
monitoring and evaluation, although those proposals have proved to be overly optimistic.

Chaired by a Secretary of State of the MOH (Cambodia), the SHI Committee has
15 members and other invited representatives. The Committee comprises:
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• From one to eight officials from various departments of the MOH (Cambodia).

• From 71 to 75 representatives from WHO, Medicam (an association of health-
sector NGOs in Cambodia), GTZ and GRET.

• Invited representatives of the Ministry of Social Affairs, Veterans and Youth;
Ministry of Labour and Vocational Training; and Ministry of Economics and
Finance; the Council of Ministers; and Ministry of Planning.

While the SHI Committee includes senior policymakers, its day-to-day work is
carried out by a Technical Working Group comprising the technical-staff Committee
members from the participating ministries. The Department of Planning and Health
Information of the MOH (Cambodia) operates as the secretariat of the SHI Committee,
which is supported also by technical advisors from WHO and GTZ. In practice, meetings
of the full Committee are difficult to organize and the Technical Working Group operates
as the working body of the Committee. The MOH (Cambodia) has also created the
Health Insurance Policy and Implementation Unit to organize the work of the Ministry.
The Unit is tasked to liaise with the various ministries, work with CBHI implementers to
select new sites, accredit implementers, implement schemes, provide training and advice,
develop standard health information systems, arrange cooperation with HEF schemes
and with vertical disease-control programmes and conduct monitoring of all schemes.

Roles

The SHI Committee continues to meet regularly, functioning mainly as a
coordinating and planning group for the four key ministries, donors and other
stakeholders. The work of the Committee is moving ahead steadily, but the circumstances
require slow progress as the different elements of a social health insurance system are
put in place by the various stakeholders:

• The SHI Committee is chaired by the MOH (Cambodia), which also provides
secretarial services to the SHI Committee. The MOH (Cambodia) retains
responsibility for all issues related to health insurance and for CBHI
implementation.

• The MOH (Cambodia), Ministry of Labour and Vocational Training, and Ministry
of Social Affairs, Veterans and Youth are working together to include health
care for private-sector employees and extension of coverage to the public
sector in the Social Security Law and the Labour Law.

• The SHI Committee facilitates dialogue between the health and social ministries
and the Ministry of Economics and Finance, which is responsible for the
private insurance industry and for budget allocations to the health sector.

• WHO and GTZ provide technical advice and funding, and ILO is to be
consulted in the development of plans for a National Social Security Fund
(NSSF) administration and functions.

• GRET provides practical information and advice on the implementation of
CBHI schemes.

The SHI Committee functions, therefore, as a stakeholder coordinating and
advisory body and not a national health insurance board. Under the Social Security
Law, an NSSF is proposed to operate all social security schemes, beginning with a
work injury programme and old age pensions. The SHI Master Plan proposes that an
NSSF be the administrative structure responsible for formal-sector social health
insurance. The fund would be governed by an independent board with tri-partite
representation from contributing partners, employers and workers. To create a
constructive relationship between such a fund and the MOH (Cambodia), strict financial
separation would need to be enforced, to (a) ensure that insurance contributions not
fund ministry functions and (b) develop an accountable SHI administrative structure
within the MOH (Cambodia).
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Responsibilities

The responsibilities of the SHI Committee fall into three broad areas: developing
the legislative and administrative framework for social health insurance, implementing
the SHI Master Plan and supervising CBHI.

Amendments to the Social Security Law are still under consideration and being
prepared by the Ministry of Social Affairs, Veterans and Youth. The Ministry has
collaborated with ILO in the development of plans for an NSSF and preparation of new
regulations for the Law. Further amendment to the Constitution or the Health Financing
Charter may still be needed to enable implementation of social health insurance and
legislative action may be required with regard to existing commercial insurance laws.
The SHI Master Plan remains the guiding document for introduction of formal-sector
health insurance and micro insurance measures. A detailed Plan of Action was prepared
to identify the role played by each stakeholder (see “Tasks” below). The Committee
continues to oversee and monitor the implementation of CBHI schemes.

Tasks

The terms of reference of the SHI Committee require that it (a) reviews in-country
and regional experiences with health insurance, (b) defines the strategies for developing
social health insurance in Cambodia, (c) prepares needed legislation and regulations
and (d) coordinates implementation of pilot insurance schemes. A series of proposed
tasks taken from the SHI Master Plan (Section 5.4, Table 1.8: “Timetable for major next
steps”), the SHI Committee action plan for 2007 and activities proposed by the new
SHI Unit at the MOH (Cambodia) (for completion in 2007) are summarized in table 1.8,
showing the current status of the required tasks.

Table 1.8. Cambodia: SHI-proposed activities, action required and current status

Action required Current status
Adoption of the SHI Master Plan SHI Master Plan was launched in 2005
MoH-Ministry of Social Affairs, Veterans and Discussions have occurred and are ongoing
Youth discussion on Social Security Law
Regulations on health care added to In preparation
the Social Security Law developed
Development of micro-insurance sub-decree In preparation
Development of CBHI sub-decree Included in the micro-insurance sub-decree,

to be followed by CBHI regulations
Adopt NSSF sub-decree Adopted in 2007
Reform civil servants schemes In preparation
Develop roadmap for private-sector implementation In preparation
Develop roadmap for public-sector implementation In preparation
Establish MoH SHI Policy and Implementation Unit SHI Unit established within the DPHI in 2007
Project plan developed and funds provided for Social Health Insurance Draft National
implementation Project Plan prepared in May 2007 with

support from GTZ
Training materials for CBHI and public health In preparation
workers prepared and training implemented
Information system for CBHI developed CBHI guidelines developed in 2006 including

monitoring framework; database designed;
regular monitoring visits arranged

Collaborate with HEF implementers Field visits undertaken
in pilot testing HEF-CBHI relations
New pilot areas selected: A pilot programme in CBHI-HEF
New 1 Kampot collaboration
New 2 Kampong Thom began in Kampot in 2007
New 3 Other A similar scheme will begin in Kampong Thom

in 2008
A number of new NGO schemes have begun
or are planned (see table 1.6)
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1.3.3. New opportunities and challenges

The SHI Committee has a well-defined work programme which it is carrying out
within the constraints of time and resources. The SHI Committee also faces a number
of new challenges that arise as circumstances change and progress is registered in
health planning and financing initiatives. The challenges include: What will be the
relationship between the SHI Master Plan and the Strategic Framework? How will the
SHI Master Plan be updated to reflect more accurately the current situation? How will
social health insurance mechanisms be used to address outstanding needs related
to gender and health? How will the relationship between CBHI and HEF schemes be
managed? What more can be done to develop intersectoral collaboration and
dialogue? And just what course will be set towards the achievement of universal
coverage?

In facing such challenges, the most immediate needs are to develop a realistic
and achievable timetable for implementation of the arrangements essential for the longer-
term transition to universal coverage. Secondly, there is a need to further develop the
institutional framework for administration of social health insurance and other social
health protection mechanisms. In particular, there is a need to bring the currently disparate
compulsory and voluntary insurance schemes into a single framework administered by
the proposed NSSF as an independent insurance board supported by the enactment
of the necessary legislation and regulations. The role of the MOH (Cambodia) within an
NSSF therefore needs to be strengthened, particularly with regard to defining the benefit
package, provider payment method, provisions for catastrophic health expenditures
and ensuring the delivery of an essential package of public health services (for example,
maternal and child health). Thirdly, there is a need to consider the arrangements required
for scaling-up current schemes (including CBHI and HEF) to national coverage.

However, those initiatives may proceed only as quickly and effectively as the
availability of time and resources allows. The constraints placed on that process by
prevailing conditions and circumstances are related mainly to the need to develop
required human-resource capacities at national, ministerial and local levels, the need
to strengthen institutional capacities for management of social health insurance
mechanisms and the availability of required development and technical-assistance
resources.

Implementing the Strategic Framework

Once the Strategic Framework for Health Financing 2008-2015 is approved, it
will be the guiding programme for health financing, covering public spending, donor
funding, insurance arrangements and social assistance for the poor. It will also provide
the strategy for the longer-term direction of universal health insurance coverage (see
figure 1.2). The work of implementing both the Strategic Framework and the SHI Master
Plan will thus run in parallel and must be conducted in harmony. The Strategic Framework
supports the work of the SHI Committee and will be a valuable resource for its future
activities.

The five “Focus Areas” defined by the Strategic Framework provide a
comprehensive list of activities for strengthening health financing. They map out a
programme of activities required along the path to universal coverage. The SHI Master
Plan is supported by the strategies and activities detailed in Focus Area 3: Social
Health Protection. The other Focus Areas are Government health expenditure, donor
harmonization and alignment, financing service delivery and public-private cooperation.

Currently the necessary tasks are to (a) finalize and approve the Strategic
Framework, (b) assign, through the MOH (Cambodia), responsibility for the
implementation of the activities defined by the Focus Areas and (c) harmonize the
provisions of the SHI Master Plan with the social health protection activities recommended
by the Strategic Framework.
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Among the proposals included in Focus Area 3 are provision of financial incentives
for improved household health seeking behaviour, full compliance by health facilities
with fee-exemption systems, scaling-up of HEF arrangements, expansion of CBHI and
linkages with HEF, social health insurance for civil servants and private-sector employees
and extension of social health protection to all households nationally. Among the issues
identified as necessary for successful implementation are quality assurance and sound
financial management at health facilities; capacity building at the MOH (Cambodia),
Provincial Health Department and Operational District levels; and full collaboration with
partner ministries (Ministry of Labour and Vocational Training; Ministry of Social Affairs,
Veterans and Youth; Ministry of Economics and Finance and Ministry of Planning)
regarding legislation and regulations for CBHI, political commitment and inter-sectoral
collaboration for social health protection. The Strategic Framework recognizes the
need for a common understanding of the MOH (Cambodia) role in building the social
health protection system.

Addressing gender concerns

The most immediate concern for gender equality in health is meeting the needs
of women for maternal care. The persistently high level of maternal mortality occurs
against a background where few women access public health facilities for deliveries
and less than half are assisted by a trained health professional. The most significant
constraint on access to required maternal care is financial. Most women cannot afford
the costs of trained health care, nor in many cases payments for health micro insurance.
According to the Cambodia Demographic and Health Survey 2005, having the money
needed to access services is the greatest difficulty faced by women and their families
requiring health care. Three quarters of women respondents of child-bearing age cited
“getting money needed for treatment” as a problem in accessing health services. The
difficulty was significantly greater for the lowest wealth quintile (86 per cent of respondents)
than for the highest quintile (54 per cent of respondents).

The Reduction in Maternal Mortality Plan has shown the lead in addressing this
question through a range of proposals including advocacy, behaviour-change
communication, quality assurance training and (most importantly) improving access to
facilities by use of HEF. In addition, the UNFPA has piloted HEF arrangements for
reproductive health in selected districts, and a pilot safe-motherhood programme has
been included, for example, within the GRET/SKY urban CBHI scheme in Phnom Penh.

The evidence suggests that HEF and CBHI have catered for the existing needs of
poorer women and their children (who comprise almost three quarters of the users of
public facilities and are commonly represented in the same proportion among CBHI
and HEF beneficiaries).41 A 2007 longitudinal study conducted in one health district
(Kirivong district in Takeo province) revealed significant increases in assisted deliveries
with an HEF intervention. In an initial phase of the study, the number of assisted deliveries
for HEF beneficiaries was 2.3 per 1,000 population per year; and for non-beneficiaries,
8.8. In the second phase of the study, the respective rates were 4.4 and 9.8.42

Therefore, a valuable opportunity currently exists to incorporate the proposals
of the Reduction in Maternal Mortality Plan for earmarked HEF support to pregnant
women into the SHI Master Plan and the Strategic Framework.

Focus Area 4 of the Strategic Framework proposes to develop financial incentives
for rational health-seeking behaviours, including maternity grants. One possibility could
be the payment of a financial incentive (for example, through HEF operators) without
means testing for all deliveries carried out at a public health facility (at least, in targeted

41 Annear et al., Study of Financial Access 2007, supra.
42 Jacobs et al., “A sustainability assessment of a health equity fund”, supra.
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rural areas). That, too, would be consistent with the proposal to expand CBHI coverage
and to scale-up sustainable HEF arrangements, which could include arrangements for
reproductive health, in particular. Focus Area 4 also proposes to ensure compliance
with the exemption regulations at all provider levels: achieving full compliance with fee-
exemptions for maternal care would be a good starting point. The proposal to ensure
appropriate design for compulsory insurance schemes to achieve health sector goals
and priorities provides the opportunity to guarantee that the benefit package for CBHI
and social health insurance for civil servants and private-sector employees specifically
includes priorities for maternal care.

Under Section 4.9.5: Maternal Care, the SHI Master Plan proposes that, in view
of the very high maternal mortality ratio in Cambodia and the need to increase the rate
of attended deliveries, the qualifying period for maternity benefits normally included in
social health insurance procedures be waived and that deliveries at pubic facilities
should be covered after only three months contribution of premiums. The SHI Master
Plan also strongly recommends that CBHI schemes develop a Safe Motherhood
Programme including entitling women to all maternity services if they follow the mother
and child health protocol and providing a maternity grant as an incentive for full
participation in the Safe Motherhood Programme.

The CBHI Guidelines also include the recommendation for payment of a cash
maternity benefit on completion of the Safe Motherhood Protocol and suggest that the
usual nine-month waiting period for pregnancy-related benefits could be reduced in
order to encourage delivery at public facilities.

A good start has been made, therefore, in designing programmes that address
the excessive level of maternal mortality. What is needed now is to incorporate and
highlight the common provisions in all relevant plans and documents. The addition of
consistent procedures for maternal health benefits in the SHI Master Plan, Strategic
Framework, the Maternal Mortality Plan, CBHI Guidelines and the HEF Framework
would go a long way towards achieving the outcomes needed to address maternal
mortality. In particular, more work needs to be done to include a clearly defined
programme of activities dealing with those gender issues in the Strategic Framework
and the SHI Master Plan.

Updating the Master Plan

There are, therefore, a number of good reasons to update the SHI Master Plan:

• To develop the role of, and to extend the range of possibilities for the SHI
Committee in implementing and overseeing the provisions of the SHI Master
Plan and regulations for social health insurance.

• To achieve consistency, harmony and inclusiveness between key health
financing and planning documents, in particular the SHI Master Plan, the
Strategic Framework and the Maternal Mortality Plan.

• To develop a realistic and achievable timetable for scaling-up existing
schemes to national coverage, initiating formal-sector insurance arrangements
and moving towards a position where the introduction of universal coverage
becomes a realistic possibility (probably after 2015).

Within the process of updating the SHI Master Plan (as well as finalizing the
Strategic Framework), a number of key questions could be introduced for further
consideration:

• Could a benefit be gained (from a planning and an institutional point of view)
from more carefully defining the formal-sector social security and compulsory
SHI schemes, as distinct from voluntary micro-insurance (CBHI) and HEF, as
each is further developed in preparation for a transition to universal coverage
when appropriate in the future (provided that they remain within the same
policy framework)?
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• Should the proposed NSSF administer only the formal sector schemes?
Is there a need for a national health insurance commission? And what
institutions may otherwise be needed for administration of CBHI and HEF
on a national scale?

• In view of moving towards universal coverage and preventing institutional
barriers between the various schemes in the pluralistic approach proposed,
could an NSSF administer be responsible for all schemes? Could this be the
best way to maintain the third-party-payer status at the institutional level and
facilitate the necessary technical collaboration, harmonization and
standardization between?

• What is the most appropriate transition plan for dealing with the existing,
widely spread, HEF schemes? Is it appropriate that those schemes be phased
out in favour of household-financed micro-insurance for health care as the
SHI Master Plan proposes? Can a more equitable process of covering HEF
through national social security arrangements be developed? What procedures
might be included in the SHI Master Plan for regulating HEF mechanisms,
providing financial allocation of health insurance revenues for HEF benefits
and for scaling-up HEF nationally?

• What are the most effective means for scaling up CBHI arrangements to cover
that part of the population which is above the poverty line and otherwise
unprotected? What sort of national arrangements are needed to increase the
pace at which CBHI schemes expand to new areas? How can the risk pool
for CBHI be increased? What other subsidies are needed to guarantee the
financial sustainability of CBHI arrangements?

Intersectoral collaboration

The Government has established the SHI Committee as the main unit responsible
for — and the main vehicle for — inter-sectoral collaboration in implementing social
health protection measures. Inter-sectoral collaboration here refers to cooperation
between the various stakeholders involved in promoting social protection arrangements:
including ministries, donors, NGOs, health administrators, health providers, insurance
providers, employers, workers and service users.

At the highest level, collaboration has been established between four key ministries
to develop the administrative and regulatory framework:

1. The MOH (Cambodia) chairs the SHI Committee, maintains overall
responsibility for health insurance, oversees CBHI development and monitors
HEF schemes for the poor.

2. The Ministry of Labour and Vocational Training is working to set up insurance
coverage for private formal sector employees, currently backed by a sub-
decree.

3. The Ministry of Social Affairs, Veterans and Youth Rehabilitation is working to
set up insurance coverage for civil servants, to be supported by a royal
decree.

4. The Ministry of Economics and Finance regulates the private health insurance
sector and provides financing for social protection.

A technical advisory group has been established between the ministries of health
and of economics and finance to facilitate dialogue between those involved in the
implementation of the intersectoral strategy. Collaboration with donors, NGOs, providers
and the private sector is arranged through the SHI Committee and in direct bilateral
contact.

Within such a framework of collaboration, the SHI Committee retains the
responsibility for policy and planning related to implementation of social health protection
measures. The proposed NSSF will be the administrative structure responsible for the
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formal sector, governed by a board with inter-sectoral representation. The MOH
(Cambodia) retains responsibility for setting priorities regarding extension of coverage,
contracting with private sector health-care providers and the extension or introduction
of new benefits. From the point of view of health service users, strict financial separation
between the different social protection programmes (particularly through an NSSF)
and the normal operations of health service management and delivery is accepted as
critical and essential. With regard to private-sector health providers (who are so far
excluded from participation in social health protection arrangements), the MOH
(Cambodia) has been commissioned to establish systems of quality assurance and
accreditation prior to their inclusion in social protection programmes.

The SHI Master Plan proposes a strategy based on close collaboration with a
wide range of additional partners, including technical collaboration with GTZ and WHO,
with bilateral donors to mobilize additional financial support, with UNFPA, ILO and
other development partners in preparing specific programmes, with CBHI organizations
such as GRET, with national disease-control programmes, local public health-care facilities
and local health authorities, and with relevant NGOs.

The Strategic Framework also proposes activities within its Focus Areas that
strengthen MOH (Cambodia) capacity to collaborate with the Ministry of Labour and
Vocational Training; the Ministry of Planning; the Ministry of Social Affairs, Veterans and
Youth; the Ministry of Economics and Finance and other ministries to maintain strong
donor coordination mechanisms and to implement the guidelines developed for NGO
assistance in CBHI and HEF implementation. The main challenge in maintaining effective
inter-sectoral collaboration is to organize and manage such a broad programme
efficiently and effectively. The SHI Committee remains the best vehicle for the task. An
associated challenge is that all collaborating partners find the means and maintain the
will to continue active collaboration and carry through the initiatives required of them.
Again, the main constraints faced in the process are related to the availability of sufficient
time and resources to complete the needed tasks.

1.4.  Conclusions and Recommendations

To be better understood, this case study of social health protection in Cambodia
should be read in conjunction with the SHI Master Plan and the Strategic Framework.
More broadly, the advance towards universal health insurance coverage in Cambodia
can be understood only within the context of the wider economic and development
policies of Cambodia, best illustrated in the National Strategic Development Plan and
Cambodia's Millennium Development Goals.

The main conclusions from this brief outline are that Cambodia has taken the first
tentative steps on the longer-term path towards universal health insurance coverage
and is in a position to continue on that path with clear direction and purpose. Along the
way, there will be continual need to review arrangements, assess progress and update
plans as events unfold. The opportunity to introduce universal coverage is likely to
come in the years after 2015, while the period until then will be characterized by the
scaling-up and consolidation of existing programmes. It is already an ambitious
programme that will require constant attention and support. The next steps could be
taken in conjunction with the drafting, adoption and implementation of the proposed
SHI project plan.

The SHI Master Plan first introduced the idea of social health protection in
Cambodia and initiated plans and preparations for universal coverage; it remains the
most important guide to the introduction of social health insurance, particularly for the
formal sector. The Strategic Framework provides the first road map for the longer journey
towards national health financing and universal coverage. In the future, the Strategic
Framework may possibly be strengthened and developed following further experience
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and may be re-presented as a formal national health financing strategy incorporating
social health insurance measures.

Consistent with the projections of the SHI Master Plan, Cambodia has experienced
solid economic growth in recent years, its fiscal position is stronger and it stands to
gain enormously from mineral and oil discoveries. A key issue in health financing, and
in the provision of social health insurance, is therefore the way in which fiscal
considerations will be arranged.

The fundamental principle of the SHI Master Plan is that there be no need for user
payment at the point of service delivery. It recommends correctly that no co-payment
be allowed at the time of use. Those are the foundations of an effective social protection
system in conditions where health costs are a major cause of impoverishment. In its
projections for national coverage of social health insurance measures, in its expectations
regarding the extension of CBHI coverage and in its anticipation of a more rapid advance
to universal coverage, the SHI Master Plan appears to have been too optimistic. That is
not to be seen as a fundamental problem; rather it simply indicates that achieving
universal coverage is a difficult task that requires a prolonged period of preparation.

The SHI Master Plan was based on an administrative separation of private-
employee and civil-servant formal-sector schemes (under the Ministry of Labour and
Social Affairs) and informal-sector CBHI (under the MOH (Cambodia)). That division of
efforts, however, is likely to narrow the possibilities for using the different social health
protection mechanisms and for their unification under a single programme. The formal-
sector schemes may better work in parallel; CBHI may be made available to formal-
sector employees where coverage is otherwise inadequate or slow to begin. More
particularly, a very large proportion of the population is to be covered by voluntary
CBHI schemes under the Master Plan. In that area, the MOH (Cambodia) has a crucial
role to play in setting medical standards, delivering services and promoting access to
health facilities. The MOH (Cambodia) therefore needs to strengthen its monitoring role
and stewardship. However, in the medium term, CBHI is likely to expand independently
of the MOH (Cambodia); and, if CBHI is to achieve wide population coverage, an
administrative structure with access to population, business and tax registries and the
capacity for financial and social-welfare administration will be required. Such
circumstances may be best addressed by including all compulsory and voluntary health
insurance schemes under a single administrative programme.

The main recommendations contained in this report may be summarized as
follows:

1. Begin the process of reconsidering, revising and updating the SHI Master
Plan under the responsibility of the SHI Committee Technical Working Group
(through the MOH (Cambodia)).

2. In updating the SHI Master Plan, consider carefully the need to harmonize its
projections with those of the Draft Strategic Framework.

3. Give consideration to renaming the revised SHI Master Plan as a “Social
Health Protection Master Plan” in order to include logically all health insurance
and health equity schemes (not simply “insurance” schemes).

4. Within the social health protection framework, make a clear distinction
between contributory (SHI and CBHI) and non-contributory (HEF and other
subsidies) social health protection as well as between compulsory and
voluntary insurance schemes.

5. Use the proposed SHI project plan to address the main challenges and
concerns that currently confront health planners in achieving improved
arrangements for social health protection.

6. Develop a consensus among stakeholders about the most accurate definition
of “social health insurance” and whether it best include voluntary micro-
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insurance and social transfer mechanisms or focus on compulsory formal-
sector health insurance.

7. Focus immediate attention on developing programmes designed to scale-
up existing CBHI and HEF schemes for national coverage, identify this as a
national priority under MOH (Cambodia) stewardship and work to align donor
activities with that objective.

8. Advance as quickly as possible to the establishment of the planned schemes
for compulsory health insurance for civil servants and private-sector employees
(with the provision that CBHI may also be extended to those sectors).

9. Pilot test and evaluate models of HEF-CBHI collaboration extensively before
making plans and projections for the future combination of such schemes.

10. Develop a clear plan and a realistic timetable for the longer-term movement
towards universal coverage, one that is shared by all stakeholders.

11. Build and develop the implementation framework for social health protection
on the basis of the Focus Areas outlined in the Strategic Framework.

12. Strengthen the role of the MOH (Cambodia) within the proposed NSSF,
establish more clearly the responsibilities of such a fund with regard to informal-
sector coverage and gradually move responsibility for CBHI under that
umbrella.

13. Strengthen the SHI Committee as the main body responsible for policymaking
on social health insurance and for progress towards universal health insurance
coverage, with formal approval by the Government.

This document is presented as a draft for further discussion among policymakers
and stakeholders. It contains a number of ideas that have only just begun to emerge for
further consideration. In fact the suggestions made herein reflect the progress made in
recent years within the Cambodian health sector. Even so, challenges remain and progress
has in some cases been uneven. The opportunity exists for stocktaking, for making a
periodic assessment of progress made and for setting out an updated programme of
activities. The recommendations and suggestions included in this report are presented
in this spirit.
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This document provides background information for agenda setting and policy
formulation. The dual purpose is to review financing of the health sector in the Lao
People’s Democratic Republic and identify the main challenges in health financing
and expanding social protection schemes to achieve universal coverage.

3.1. Background

3.1.1. Socio-economic perspective

The county has a population of 5.9 million2  with low density (24 people per
square kilometre3). Some 49 multi-ethnic groups make up about 30 per cent of the
population. Minority peoples in the Lao People’s Democratic Republic are classified
into four linguistic groups: Tai-Kadai (44 per cent), Mon-Khmer (33 per cent), Hmong-
Mi (16 per cent), and Sino-Tibetan (7 per cent). Many of them live in rural areas (90
per cent), are subsistence farmers (83 per cent) and are poor (46 per cent). Poverty is
mainly regional, rural and ethnically related. The majority of the poor are minority
groups who live in remote mountainous areas.

The Lao People’s Democratic Republic is one of the poorest countries in South-
East Asia. However, recently, it has enjoyed a period of macroeconomic stability,
underpinned by fiscal and monetary discipline. With the gradual integration of the
country with its fast-growing neighbours and an expansion of its mining and
hydropower sectors, the country has experienced robust growth.4  However, many
challenges remain. It is currently ranked at 133rd of 177 countries on the Human
Development Index. The country is still financially heavily assisted by external sources
when compared to other countries in the South-East Asian subregion. Progress in
strengthening fiscal management has been slow and uneven. The fiscal position is
still fragile and public debt remains high (75 per cent of GDP).5  Though proportionally
decreasing, the agricultural sector still predominates, representing 75 per cent of Lao
workers and 41 per cent of GDP share.6

Significantly, the country is one of the most decentralized countries in the
region. Most of the spending in priority sectors is carried out by the provinces which
often lack administrative, legal and technical capacity. At the same time, there are no
bottom-up mechanisms through which local voices can be expressed.7

2 MPI, Statistical Yearbook 2007, Lao PDR (Department of Statistics, June 2008).
3 Ibid.
4 World Bank, IMF and ADB, Lao PDR Public Expenditure Review, Integrated Fiduciary Assessment

(May 2007; hereinafter “World Bank, Lao PDR Public Expenditure Review”).
5 United Nations Common Country Assessment (June 2006).
6 World Bank, Lao PDR Economic Monitor (November 2007).
7 Ibid.
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3.1.2. Health outcomes

While the Lao People’s Democratic Republic has made good progress in health
indicators over the last 30 years, those indicators reveal major differences between
socio-economic groups. Health outcomes mainly were improved in the non-priority
districts.8  Moreover, with current trends, the country will still fail to achieve all the
Millennium Development Goals for the health sector, mainly the maternal mortality
ratio which has only been reduced from 530 to 405 per 100,000 live births from
2000 to 2005, compared with the related Millennium Development Goal of 185 per
100,000 live births in 2015. Child mortality was reduced from 107 to 98 per 1,000
live births from 2000 to 2005, compared with the related Millennium Development
Goal of 55 per 1,000 by 2015. A study undertaken in 2006 by the United Nations
Children's Fund found that 39 per cent of children under 5 years of age were
underweight (based on weight for age), compared with 40 per cent in 1990.
Malnutrition is possibly associated with as much as 58 per cent of child mortality.
Surrounded by five countries with higher HIV prevalence, the country faces the
difficulty to halt the spread of HIV and AIDS.

3.1.3. Health policy framework

The Sixth National Socio-Economic Development Plan (NSEDP 2006-2010)
identifies health as one of the four priority sectors for development. The “Health
Strategy to the Year 2020” is Strategic Programme 12 of the Sixth National Plan,
with four basic concepts: (1) full health-care services coverage and equity; (2)
development of early integrated health-care services; (3) demand-based health
services and (4) self-reliant or financially autonomous health services. It targets the
improvement of health management and health financing structures as well as the
affordability of services for the poor. Specifically, Strategic Programme 12 includes
“the introduction of health insurance and Health Equity Funds (HEF), both of which
have a considerable impact on the financing of health services for the poor.” In
addition, the 2007 Primary Health-Care Policy of the Ministry of Health (MOH (Lao))
directly addresses the Millennium Development Goals and is supported by such
policies as those for reproductive health and, soon, regarding nutrition.10

3.1.4. Health systems organization

The health-care delivery system is essentially a public system, with government-
owned and -operated health centres and district and provincial hospitals.11 The Lao
public health system is mainly divided under the three arms of (a) health care; (b)
prevention, promotion and disease control and (c) health management and
administration with traditionally a strong vertical structure. The public health network
is graphically represented in figure 3.1.

8 AGEG, Health Sector Development Program, Final Report ADB TA 4608-LAO (February 2007;
hereinafter “AGEG, Health Sector Development Program”).

9 Ibid.
10 B. Schwartz, “Health care financing background in Lao PDR”, PPTA HSDP project, 2006 (hereinafter

“Schwartz, Health care financing background in Lao PDR”).
11 A. Ron, “CBHI Lao PDR: Review of CBHI pilot scheme, MOH (LAO) – WHO”, May 2006 (hereinafter

“Ron, CBHI Lao PDR: Review of CBHI pilot scheme, MOH (LAO) – WHO”).
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Figure 3.1. Organizational chart of the Lao public health system

Source: Ministry of Health, "Resources for Health: Analysis of the situation in the Lao PDR" (June 2007).

With the MOH (Lao) at the apex, there are 4 central hospitals, 6 special centres,
17 provincial and regional hospitals, 141 district hospitals, 740 health centres, and
around 5,000 village drug dispensaries. There are around 5,000 hospital beds in the
country.12  Each health centre covers about 7,000 people, but many centres serve less
than 1,000. The health network covers 93 per cent of population at an average walk of
90 minutes to a health facility.13  There are, however, major differences between urban/
rural and rich/poor villages as shown in the Lao Expenditure and Consumption Survey
2002/2003: 108 minutes for rural residents to 19 minutes for urban ones; 3 hours to
reach a health facility in the highlands compared to an average of 48 minutes in the
lowland areas. One quarter of the poor live in villages with a medical practitioner against
one half of the non-poor. Those figures represent the correlation between poverty and
geographic location or ethnicity.

As to health personnel, there are about 18,000 public sector health workers of
which 70 per cent are MOH (Lao) staff and 30 per cent are from the ministries of National
Security and National Defence. Low salaries and low levels of basic training inhibit
health system efficiency.14  Staffing is urban-biased; there is often low motivation, conflict
of interests and a lack of training and career development opportunities. Only 63 per
cent of the medical staff work at health facilities.

The private sector for health is expanding, mainly in urban areas with over 2,000
private pharmacies, about 500 private clinics and 600 traditional medicine practitioners.15

Currently, the first private hospitals are about to start operating. The regulatory framework
is more or less in place. Implementation and enforcement face typical challenges
including conflicts of interest, as most of the senior public health personnel are directly
or indirectly involved in private health practice after official working hours.

 12 Lao Department of Organization and Personnel, Ministry of Health, Human Resources for Health:
Analysis of the Situation in the Lao PDR (June 2007).

13 ILO Laos, Consultative Study — Social Protection for All: The Way Ahead, LAO/01/M91/LUX –
Development of Social Security Phase II 2002-2007 (2007; hereinafter “ILO Laos, Social Protection
Study 2007”).

14 WHO Laos, “Health care financing in Lao PDR; WHO’s perspective,” a PowerPoint presentation by
A. Antunes.

15 ILO Laos, Social Protection Study 2007, supra.
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In addition, mass organizations, especially the Lao Women’s Union and the Lao
Red Cross, are involved in specific health activities, especially in promotion and
prevention at the grass-roots level. There are 45 international non-governmental
organizations working in the health sector. There is fragmentation among health
programmes supported by donors and lack of coordination among them. However,
some progress in coordination between the MOH (Lao) and donors is underway in line
with the Paris Declaration and the Vientiane Declaration on aid effectiveness.

3.1.5. Health services utilization

Government services are underused, and a significant share of out-patient health
care is privately delivered.16  Purchase of drugs in official or unofficial pharmacies is the
first health-seeking behaviour. Public facilities, especially district and health centres,
are poorly utilized, with only 0.2 curative contacts per capita per year, as reported at
the National Health Conference in August 2007. Coverage for preventive health services
is also low. As detailed in subsequent sections, the ability to pay is a major barrier to
utilization.

There is a bias towards the richer quintiles. Wealthier people use substantially
more public health facilities, including health centres, than the poor.17  Surveys showed
that the highest quintile has more than twice the rate of hospital admissions than the
lowest quintile, despite higher and more severe sickness levels of the poor. The inequity
is most acute in rural areas, where households in the highest quintile have an in-patient
admission rate of 42.4 per 1,000 population, compared with 15.9 for households in the
lowest.18

Table 3.1. Annual hospital admissions per 1,000 population, by per capita
consumption quintile and urban/rural residence, in percentages

Consumption Quintile Urban Rural Total

Highest 38.1 42.4 40.4
Next Highest 25.5 38.2 34.4
Middle 49.8 27.4 32.3
Next Lowest 22.7 22.8 22.8
Lowest 24.5 15.9 17.0
Total 33.0 26.7 28.3

Source: World Bank, IMF and ADB, Lao PDR Public Expenditure Review, Integrated Fiduciary Assessment
(May 2007), June 2006 draft version.

The quality of health care, traditional perceptions and language barriers influence
health-seeking behaviours and demand for health services, particularly among minority
groups.19  Additional social barriers exist for isolated ethnic groups. They use services
less and are less educated about health matters, such as HIV prevention. They generally
prefer to consult health staff who speak their language and understand their views.20

3.1.6. Gender and health

As expressed in the Millennium Development Goals, gender issues are critical in
health care, with women bearing the responsibility of family health care and reproductive
health. Reviews of gender situations in the Lao People’s Democratic Republic
demonstrate such links and emphasize that maternal mortality ratios are strikingly high,

16 World Bank, Lao PDR Public Expenditure Review, supra.
17 Ibid.
18 Schwartz, “Health care financing background in Lao PDR”, supra.
19 Gender Resource Information and Development Center (GRID) World Bank, Lao PDR gender profile,

2005 (hereinafter “GRID, Lao PDR gender profile”).
20 AGEG, Health Sector Development Program, supra.
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with large rural-urban disparities. Nationwide, 86 per cent of deliveries occur at home
where 9 out of 10 maternal deaths occur. Access to emergency obstetric care is a
major problem in rural areas; where such care is provided, the very high costs of transport
and operations often make them unaffordable.21  Coverage of key maternal and child
health interventions remains low, and the immunization rate is worsening.22  Important
differences exist between Lao Tai women and women of other ethnic groups in terms of
place of delivery, for cultural and economic reasons. Often, age at first marriage and
level of education influence health outcomes.23

3.2. Financing of the Health Sector

3.2.1. Overview of health financing

The Lao health system can be characterized as:
 Under-funded (low per capita health-care spending, low Government funding).
 Inequitable (overly dependent on direct household expenditure for

curative care).
 Weak in social protection (low coverage of the population).
 Inefficient and with low productivity.

Capital investments have been overemphasized in the past. There seem to have
been improvements but capital and recurrent expenditure are still managed separately,
leading to inefficiencies. Weak synergies exist between Government, donor and
beneficiary resources.

The Lao Government is undertaking health-financing reform with an array of pilot
initiatives such as health insurance, HEF, performance subsidies, staff incentives, budget
support with health indicators, improved management systems and auditing and
monitoring.

Total health expenditure24  is still low and depends heavily on household out-of-
pocket payments. Public spending on health is low, currently estimated to be less than
1 per cent of GDP per annum and mainly supports capital investment, salaries and
administration of the Government health system, and disease control. Budgets for
health-care facilities are inadequate to cover even the costs of basic utilities such as
electricity. The major part of such expenditure is supported by external funds.

Beside the low rate of public expenditure, another feature of Lao health financing
is decentralization. Currently, 75 per cent of the domestic health budget is provided by
provinces and districts.25  Provinces are key actors in both financing and delivery of
health services, but are not accountable to the central administration. Per capita
governmental health spending varies considerably across provinces and districts.
Coverage of key primary health services also varies widely among provinces, reflecting
their autonomy.26  Government budget decentralization leaves the MOH (Lao) with little
power to enforce public health policies.

21 Ibid.
22 World Bank, Lao PDR Public Expenditure Review, supra.
23 GRID, Lao PDR gender profile, supra.
24 Total health expenditure is government health expenditure plus household out-of-pocket spending on

health care, where government health expenditure includes both domestically financed government
health expenditure (i.e., recurrent and capital health expenditure financed mostly out of tax revenue)
and foreign-financed government health expenditure (i.e., health expenditure financed by foreign
donors and international NGOs, all of which is classified as capital expenditure). Schwartz,“Health
care financing background in Lao PDR”, supra.

25 Ministry of Health, Department of Finance and Planning, Health Development Plan 2006-2007 (2007).
26 World Bank, Lao PDR Public Expenditure Review, supra.
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Public health spending is inefficient and inequitable. Gaps are emerging between
the poor and non-poor and between the Lao-Thai and the other ethnic groups. Indeed,
more favourable outcomes are found in urban areas and among the better-off segments
of the population. There is overspending on capital investment (the country has more
hospital beds per 1,000 people than any other in the South-East subregion), but its
health facilities remain significantly underused. The country’s public health sector wages
are among the lowest in the world, and salary increases are among the lowest across
sectors. Statistically, public spending does not correlate with such factors as income,
poverty or health needs. Effective mechanisms to protect the poor from unaffordable
health-care costs are lacking, especially for the poor who do not live in the 47 priority
districts.

3.2.2. Public health expenditure

Figure 3.2 shows total health expenditure in 2005, which is at a low level compared
with other Asian countries, of USD 19 per capita or Int. $83 of purchasing power parity,
being 4 per cent of GDP. General governmental health expenditure is also low at
USD 5.5 per capita, including donor and loan funds, which represents 7 per cent of the
total Government budget. Only USD 1.9 per capita of that amount comes from domestic
sources (9.5 per cent of total health expenditure), indicating high dependence on donors
for public health. Public donor funding, at USD 3.7 per capita, financed two thirds of
the general Government health expenditure. Private health expenditure is comparatively
high at USD 13.9, more than 90 per cent of it being out-of-pocket expenditure (USD
12.9). Pooling of resources is still low, being less than 1 per cent of total health
expenditure.

Figure 3.2. Total health expenditure, 2005

Source: Extracts from WHO, “Estimates for country NHA data, Lao PDR Database” (2007), accessed
from <http://www.who.int/nha/country/lao/en/>, adjusted with MOH (Lao), “Official Figures Gazette”.

Analysis of public health financing by function and resource costs shows that in
the past five years, hygiene and prevention accounted for around 45 per cent of public
health expenditure, while curative services represented around 25 per cent and
management around 30 per cent. Capital costs represented almost 38 per cent and
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personnel costs were only 12 per cent of total costs,27  resulting in a major effect on the
quality of services and productivity. At the same time, 75 per cent of domestically
financed Government expenditures were spent on salaries. Meanwhile, disease control
is mainly financed by donors and grants or loans. Investment, training, management
and administration costs are also mainly financed by donors and grants or loans.
Hospitals, as well as curative activities at health centres, depend largely on user charges
for recurrent costs except for modest salaries (table 3.2). A WHO survey in 200428

showed that provincial and district hospitals receive between 48 and 83 per cent of
their recurrent budgets from user fees.

Table 3.2. Health centre and hospital curative financing

HC & Hosp curative financing Govt Donors Patients Total %
Salaries 2.409.755 552.619 341.057 3.303.431 38%
Admin & maintenance 213.655 108.424 815.447 1.282.971 15%
Drugs 105.079 326.908 3.744.120 4.030.662 47%
Total 2004/05 estimates 2.728.489 987.951 4.900.625 8.617.065 100%
% 32% 11% 57% 100%

Source: Department of Budget and Planning, Ministry of Health, “NGPES Program Costing Report for
Health Sector” (May 2005).

The analysis on beneficiaries shows that, overall, the richest quintile captures 27
per cent of public subsidies for health services, compared with 13 per cent for the
poorest. Public subsidies to central hospitals are heavily biased in favour of the richest
quintile.29

3.2.3. Public mechanisms and risk pooling

The Lao health system mainly operates on a fee-for-service basis, while health
insurance schemes operate on the capitation payment to medical providers.

3.2.3.1.  Institutional framework and out-of-pocket payment

From 1975 until the late 1990s, the Government funded health care for the entire
population Services were officially provided free of charge to patients in public health
facilities. However, budgetary constraints increasingly limited the care that the
Government could fund. Salaries of health workers were low, shortages of essential
drugs and medical supplies became increasingly frequent, and infrastructure deteriorated.
It was not feasible to increase Government funding from general tax revenues to improve
the situation. Thus, rather than letting the public health system collapse, the Government
officially introduced user fees in 1996, through the Decree 52, for specific services. The
Decree 230 in 1997 expanded the Revolving Drug Funds (RDF). In parallel, under a
National Drug Policy, the Government allowed private pharmacies to develop, in order
to improve the availability of drugs. As a result, over 2,000 private pharmacies are
currently operating.

RDF resulted in a start of user fees for services in governmental health-care
institutions, with fees levied for patient registration and for ancillary services, but not for
consultations with professional health workers. RDF are being implemented in 86 per
cent of Government health facilities and over 1,000 villages. The fees to patients for
drugs were set at cost plus 25 per cent in order to ensure re-supply, associated drug

27 Lao Ministry of Finance, State Budget Implementation of 2002-2003 and State Budget Plan for 2003-
2004 (La Gazette, 2004); Government of Lao PDR, National Growth and Poverty Eradication Strategy
(2004; hereinafter “Lao Govt, National Growth and Poverty Eradication Strategy”).

28 WHO, Hospitals’ Costing Survey in Lao PDR (September 2004).
 29 World Bank, Lao PDR Public Expenditure Review, supra.
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administration and transport costs and consolidate the capital. Diverted from its initial
role after the Asian financial crisis of the late 1990s and the decreased public health
financing for curative health care, RDF, as the only non-earmarked revenue at the facility
level, was inevitably set to finance recurrent costs of the facilities. As a result, RDF have
quickly become the major source of funding at curative health-care facilities.30

Despite the adequate RDF starting strategy at the beginning of the 1990s and
success in ensuring drug availability and financial management in health facilities, the
limitations and negative effects on provider behaviour have also been apparent. RDF
were seen as a source of revenue for the hospitals and generated a situation in which
providers over-prescribed and easily responded to patients' requests for unnecessary
drugs. Drug procurement by the public providers is not adequately regulated and
controlled while the mark up on the costs is also not adequately controlled. In practice,
drugs are often charged at cost plus 40 per cent. Uncontrolled and unregulated
purchasing of drugs at very different prices exacerbates the problems. As a result,
expenditure on drugs may reach over 80 per cent of the total expenditure on patient
care in health-care facilities, excluding salaries paid by the Central Government. It should
be noted that the difficult implementation of effective quality control is more acute in
the private market, resulting in development of counterfeit and substandard drugs.

Service charges are another type of user fee progressively implemented in
association with RDF. Limited in scope under the Decree 52/PM, the Article 381 of the
Curative Law in 2005 was extended and generalized to all levels of health-care facilities
for a wide scope of examinations and consultations. In addition, the Ministry of Finance
Decree 1646 details all acceptable pricings for service fees for all sectors including
health services, translating an attempt to centralize the pricing of public services. However,
in reality, this centralization contradicts local socio-economic disparities and community
involvement.

Various problems associated with the current user fees have become apparent.
User fees, despite their intended function in sustaining health services, are deleterious
in the development of public health systems. They may lead to problems related with
inequity, financial barriers, patients delaying seeking care until illness is severe,
unpredictability, incomplete treatment, and negative provider behaviour including
incentives for over-prescription, catastrophic health expenditure, escalation of
hospitalization costs due to cost recovery, introduction of more sophisticated technology
and the epidemiological transition (more expensive pathology than the previously
dominant infectious diseases).

Further, relatively high charges for treatment and poor quality of service, often
driven by irrational prescription of both drugs and diagnostic tests, contribute to under-
utilization of health facilities. People tend to mistrust public health services and to rely
on such alternatives as traditional medicine or self-prescribed medication. At the same
time, the cost of treatment is a major barrier to access to care. A 2004 household
health survey showed that among the poorest quintile, 34 per cent of households sold
possessions and 29 per cent borrowed from relatives to pay for hospital care, compared
respectively to 5 per cent and 7 per cent in the highest quintile.31

30 Hospitals receive between 48 and 83 per cent of recurrent budgets from user fees. Ibid.
 31 B. Schwartz and V. Viravong, “Health care financing in Lao PDR: Sub-sector analysis”, Health Sector

Development Program, LAO TA 4608, 1 May 2006 (hereinafter “Schwartz, Health care financing in
Lao PDR: Sub-sector analysis”).
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3.2.3.2.   Exemptions and waivers

According to policy (PM Decree No. 52 of 1995), the poor 32  and several other
groups (i.e., civil servants and their families, monks and students in government schools)
are supposed to be exempt from having to pay user fees at government health facilities
of the Lao People’s Democratic Republic. In practice, however, there appear to be few
exemptions provided in many facilities. In Oudomxay Province, for example, less than
1 per cent of the people who received services from the provincial hospital or one of
the district hospitals reported that no fees were paid.33  A 2003 study by the MOH (Lao)
and WHO indicated that exemptions at district hospitals ranged from 0.3 per cent to
11.9 per cent of total fee revenues. Luang Prabang Hospital reported a value of exempted
services at 14 per cent of total user fees (8 per cent for poor patients), while Sayabouri
Hospital reported 5 per cent exemption (1 per cent for the poor).34  In most cases, it is
left up to individual health facilities to decide whether or not to grant a fee exemption,
and it is reported that there is wide variation among health facilities in this practice.

3.2.3.3.    Social protection 35 mechanisms

The Government has recognized the importance of issues associated with health
financing, including equity, and started implementing social protection schemes. There
are social insurance programmes for those in the formal sector, the Civil Servants' Scheme
(CSS), and in the formal private sector, the Social Security Organization (SSO). In the
informal sector, Community-based Health Insurance (CBHI) is progressively being
expanded. HEF are being piloted to mitigate the often-catastrophic impact of illness in
a family and compensate the health-care facilities for services provided to the lowest
income patients who would otherwise be exempt from user fees.

The risk-pooling approaches provide an alternative and a sustainable model of
health financing appropriate for the country. Social health insurance distributes the
burden of health-care financing more evenly across the population and encourages an
increase in utilization.36  However, health insurance is still in its infancy in the country
and to date has had little impact on improving the affordability of health-care services,
particularly for the poor. It is not likely to be a substantial source of funding for the
health-care needs of the poor in the near future. For a majority of the rural population
living in the informal sector (80 per cent), it will still take a long time before health
insurance is a widely available option and an accepted method to pay for health-care
services.37

Below, the major social protection schemes available in the Lao People’s
Democratic Republic are briefly summarized. Figure 3.3 presents the proportionate
shares of population coverage by the different types of social protection.

 32 Lao Govt, National Growth and Poverty Eradication Strategy, supra. Prime Minister Instruction Nb10
on Poverty Reduction: “Poverty is the lack of ability to fulfil basic human needs, such as: not having
enough food [i.e. less than 2,100 calories per day per capita], lack of adequate clothing, not having
permanent housing, not capable of meeting expenses for health care, not capable of meeting
educational expenses for one’s self and other family members, and lack of access to transport
routes”.

33 Schwartz, “Health care financing in Lao PDR: Sub-sector analysis”, supra.
34 Luang Prabang and Sayabouri Provincial Hospitals, Annual Reports (2004-2005).
35 “Social Protection is defined by the ILO as the set of public measures that a society provides for its

members to protect them against economic and social distress that would be caused by the absence
or a substantial reduction in income from work as a result of various contingencies (sickness, maternity,
employment injury, unemployment, invalidity, old age, and death of the breadwinner): the provision
of health care; and, the provision of benefits for families with children”. ILO Laos, Social Protection
Study 2007, supra, citing ILO, World Labour Report (1998).

36 Ministry of Health and WHO, “Strengthening and Capacity Development in Health Care Financing in
Lao PDR”, a concept programme proposal presented for funding to Ministry of Foreign Affairs of
Luxemburg, 2007 (hereinafter,“Ministry of Health, Strengthening and Capacity Development in Health
Care Financing in Lao PDR”).

37 Schwartz, “Health care financing background in Lao PDR”, supra.
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Figure 3.3. Social protection coverage in Lao PDR: Estimates of 2007

Source: Compilation of data from the Lao Ministry of Health, ILO and B. Schwartz and V. Viravong,
“Health care financing in Lao PDR: Sub-sector analysis”, Health Sector Development Program (LAO TA
4608), 1 May 2006.

Social Security Organization

A first step in the development of social safety nets in the Lao People’s Democratic
Republic was made through the Social Security Decree (207) promulgated in 2001 and
administered by the Social Security Office (SSO). This Decree includes health care
among the benefits in a broad social security scheme, covering salaried employees in
the private sector. The scheme is mandatory. After several years in which the Decree
covered workers in enterprises with over 100 workers, and then over 10 workers, the
Labour Law has been amended to require employers to provide social security for all
workers, even enterprises with 1 or more worker. However, compliance is still low, as
enforcement of registration requires implementation of the changes in the Labour Law.
At present, several high salary companies, including banks having their own social
security and health insurance schemes, still do not register their workers with the SSO.

The SSO started operating in Vientiane Municipality and has expanded to
Vientiane Province and Savannakhet and Khammouan Provinces. The total number of
persons covered at the end of 2006 was around 65,000 within 260 companies (10 to
15 per cent of targeted companies), including insured workers and dependent spouses
and children below 18 years. The scheme is financed by employees and employers
with employees contributing 4.5 per cent and employers 5 per cent of the covered
employee’s wage, with an income ceiling of LAK 1,500,000 (USD 1= LAK 8,500,
2008).38  The health-care component is set at 2.2 per cent. Health-care benefits include
ambulatory and in-patient care (with exclusion of traffic accident injuries and cosmetic
care), without co-payment or limits on the number of contacts or services provided.
The public providers of health care are paid according to the capitation method,
which means a fixed amount of LAK 65,000 per insured person, regardless of actual
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38 ILO Laos, Social Protection Study 2007, supra.
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use. Recent developments include a refinement of the capitation payment to reflect
the risk of populations affiliated with the contract hospitals.

With a rather healthy young working population, the utilization rate of SSO
members is usually higher than for people without insurance but lower than for people
with voluntary insurance or for civil servants. Hospitals thus can usually keep a positive
financial balance. However, the slow growth of coverage has been a serious issue
associated with other problems, including difficulties enforcing regulation and registration
of all company workers, low quality of services, adjustment of benefit packages and
service delivery to the target group, use of capitation and influence of hospitals on the
SSO board, among others.

Civil Servants Scheme

Under the Decrees 178/PM and 70/PM/2006, the Ministry of Labour and Social
Welfare has also started a reform of the compulsory civil servants health-care benefits
scheme (CSS), beginning with Vientiane Municipality and Vientiane Province. The benefits
include retirement pensions, survivors’ benefits, employment injury, sickness benefits
and maternity benefits. The State Authority Social Security, an autonomous agency
established under the Decree 70/PM/2006, currently allocates a capitation payment to
a specific health-care provider for each person covered (civil servants, their spouse and
children) to provide the same health-care benefits as the population covered by the
SSO. The new contribution rates for all social security benefits for civil servants include
a 4 per cent contribution for health care, with 2 per cent paid by the Government as
employer and 2 per cent by the worker. Currently, over 65,000 persons are covered by
that social health insurance scheme. Members must go to district hospitals as the first
level of diagnosis with referrals made according to medical needs and proximity, in line
with national health services delivery procedures.

More than 180,000 civil servants, military and police were covered for medical
care through a very small reimbursement of costs under the decree 178/PM (average
reimbursement of 20 per cent of actual costs paid). Some medical coverage was also
provided for their dependents, numbering about 680,000 and bringing total coverage
to about 860,000 persons. The national implementation of the decree 70/PM 2006
which introduced the capitation-based social health insurance fund began in 2008.
Civil servants were to increase their contribution rates from 6 per cent (leading to a
capitation of LAK 40,000) to 8 per cent (expected capitation at LAK 65,000) to cover
the improved social security benefit package, including social health insurance and
survivors benefit.

With higher utilization rates for health staff, lower capitation rates (currently at
LAK 40,000 per year, but to be increased to LAK 60,000 in 2008, equivalent to
LAK 60,000 to 65,000 for CBHI-SSO), more services covered (transport costs for referrals)
and a potential conflict of interest (because those prescribing are civil servants),
inequitable cross-subsidies might arise. If the income from capitation does not cover
the operation costs plus an expected margin, the hospitals might be less keen in
reversing the situation as they would also benefit from the system. As a result, the
people paying directly through out-of-pocket payments and the HEF could end up
subsidizing the treatments for CSS members. Increases in government salaries should
automatically increase the capitation. Further, the low capitation level leads to losses
for contracted hospitals, low quality of services and moral hazard from supply and
demand sides. There also exists some dissatisfaction among insured civil servants
regarding mandatory referral.

Community-based Health Insurance

In 2000, the MOH (Lao) established a Health Insurance Unit, in the Department of
Budget and Planning, and requested technical assistance from WHO to develop health
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insurance for the informal working and non-salaried populations. With funding from the
United Nations Human Security Fund, four pilot schemes were launched from 2001
(Sissatanak, 2001; Nambak, 2003; Champassak, 2004; Hatxaiphong, 2005) followed
by others in KeoOudom/Viengkham and Phonhong in 2005 with the support of a Lao
— Luxembourg project. The expansion phase of the project with a new grant from the
United Nations Human Security Fund plans 15 new schemes in more than 5 provinces
and more with support of other major health projects. Five new schemes were starting
to operate at the beginning of 2008 (Saysettha, Champhone, Pakse, Luang Prabang
and Oudomxay).

Community-based Health Insurance (CBHI) operates under a governmental
regulatory framework and national policy, through a national programme according to
MOH (Lao) guidelines and regulations to ensure compliance to standards related to
the major characteristics as well as management of the schemes.

CBHI follows a set of design principles, with the following components:
• Contributions should be affordable for the majority of people of the

target area.
• All family members are covered, with family defined as all the individuals

listed in the Lao People’s Democratic Republic family book.
• Benefits include ambulatory and in-patient care, with a referral mechanism to

hospital care.
• Provider payment is by capitation, paid directly to the contracted hospitals,

with no co-payments or other form of cost-sharing by the patient at the time
of use.

• A management committee is responsible for day-to-day operation of the
scheme.

• Overall policy is determined by the MOH (Lao) Health Insurance Committee.
• To the greatest extent possible, the benefits and conditions should follow

those of the SSO health insurance, thereby avoiding the providers favouring
insured persons in the different schemes.

Coverage was about 3,500 families or 25,000 persons in 2007 before the expansion
to the five new schemes (30,000 with the expansion). Nearly 10 per cent of the target
population has been enrolled at sites where CBHI schemes operate. However, only
about 40 per cent of such households pay their monthly premium on time. Transaction
costs are consequently high and capitation paid to providers fluctuates from month
to month.

Still, CBHI has improved utilization of facilities39  and avoided some catastrophic
health expenditure. It should be noted that premiums are not based on actuarial
calculations, but on the ability to pay for the majority of the population. The amount of
contribution currently is not expected to cover all operating costs of the provider —
and should not remove the financing obligation of the Government.

Current issues include general comprehension among the population, difficulties
with contribution collection, quality of care, behaviour of insured members and health
providers (such as over-prescription of drugs and provision of unnecessary diagnostic
tests to members, and health worker reluctance to provide more services without
additional compensation), adverse selection, moral hazard, high membership dropout
rates, late membership payments and the tendency to cover the higher socio-economic

39 Utilization of health care, from 1.2 to 4.2 out-patient department contacts per insured per year
(general population, 0.29); from 0.04 to 0.05 in-patient department case per insured per year (general
population, 0.036). Information from Lao Ministry of Health, CBHI Unit, September 2006.

40 Swiss Red Cross, Nambak Health District: Year 2004-2005 and 4-year evaluation (October 2005);
IHPP and NIPH, Socio-economic profile and Satisfaction of Insured and un-insured group in Lao
P.D.R., supported by WHO and ILO (31 October 2007).
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profiles of the population.40  Most contracted hospitals currently do not make any
surplus with the CBHI and therefore perceive it as a loss compared to revenues from
out-of-pocket payments. That leads to dissatisfaction as CBHI was expected to generate
a surplus superior to those of the RDF and fees that could allow for staff incentives.

Health Equity Funds

Health Equity Funds (HEF) are a form of social health protection targeted at
those who are unable to pay the cost of health services at public facilities or health
insurance premiums of any kind. HEF are another important aspect of the social
protection system, designed to cater for the needs of the poorest households and
communities. The aims of HEF are to provide access to public health services for the
poor, to meet medical costs at public hospitals and health centres and to prevent poor
or near-poor households from further impoverishment. The main purposes of the HEF
can be described as follows:41

• Contributing to poverty reduction by protecting the poor from unaffordable
routine and catastrophic health expenditures.

• Reducing out-of-pocket expenditures for health by the poor.
• Overcoming barriers to access (financial and others) and to provide access

for the poor to priority public health services.
• Helping to integrate poor patients as users into the public health system.
• Increasing utilization of public health services by the poor.
• Helping to improve the quality of service in the public health-care system.
• Providing a means of expressing the voice of the poor as health service

users.
• Providing a social safety net for the poor and contributing towards the

development of a uniform, national, universal health-coverage system.

There are three HEF schemes currently being pilot-tested in the Lao People’s
Democratic Republic. Swiss Red Cross operated a health equity fund in Nambak
District, Luang-Prabang Province from 2004 until 2005 when they transferred
responsibility for the fund to Lao Red Cross. Lao Red Cross is continuing to support
the operation of the fund. In Vientiane Province, Belgian Technical Cooperation is
supporting HEF in two districts, and Luxembourg Development is supporting them in
nine districts. The MOH (Lao) is currently planning to expand HEF. In 2008, MOH
(Lao) began to pilot HEF schemes in up to five districts in the southern provinces of
Laos with funding from the MOH(Lao)-World Bank Health Sector Improvement Project
and in three northern provinces under the Health Sector Development Project with
funding from the Asian Development Bank.

The Lao legislative confirms the principle of user charges for health services,
guarantees the entitlement of all citizens to receive the health care they need, and
provides for free health care for poor patients unable to pay for services. In particular,
Article 50 of the Law on Health Care provided for the introduction of  “public welfare
health-insurance funds” (or HEF) for poor people who do not qualify for social health
insurance (CSS and SSO), cannot meet the costs of insurance premium payments
(private or CBHI), and are unable to afford needed health care. For such people,
according to the Law, “all of their expenses are directly covered by their public welfare
health insurance fund”. Article 50 also provides that funding for HEF schemes may
come from multiple sources, including the Government, individuals, the community,
national and international organizations and foreign donors.

Each of the current HEF schemes pre-identifies the poorest people in the district
and provides them health cards to obtain free services. Benefits include medical

41 P. Annear, "Health Equity Funds in the Lao PDR Vol. 1: Guidelines for implementation and management",
a draft for HSIP/Ministry of Health, March 2007.
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services, drugs, supplies, laboratory tests, transport, food and soap. Free treatment
is provided from health centres to provincial hospitals. Poor patients, who require
hospital admission and are not pre-identified, can still be qualified for HEF based on
a hospital-based interview and decision by the hospital administration. HEF
administration bodies vary from a local association to a unit of the provincial or
district health office. They show that HEF can be a cost-effective measure to target
the poor. The cost of the pre-identification ranged between USD 1 and USD 3 per
annum per pre-identified beneficiary. Reimbursement to health provider is on a fee-
for-service basis except for caesarean section on a flat fixed-fee basis in Vientiane
Province. HEF currently represents a low proportion of the revenues of facilities42  and
therefore is mainly neutral in terms of being a motivating factor. However, there still
remain various challenges, such as unsecured funding,  management and targeting,
promotion/marketing, quality of services, still limited scale and separation from other
social protection schemes.

Private for-profit commercial insurance

Private insurance is still at a low level with few private companies in the country.
That situation might change soon, as, with the prospect of private hospitals, a private
insurance company is starting to operate in Vientiane. Some wealthier Lao families in
addition to local insurance also hold Thai insurance, usually health insurance.43

3.2.4. Public finance management

MOH (Lao) plays a relatively limited role in the budget planning process. The
Ministry of Finance is responsible for the overall fiscal framework and for sector
allocations from the recurrent budget. The Committee for Planning and Investment and
donors are key players in the allocation of the capital budget. The current donor support
is best illustrated by the three separate project units within MOH (Lao) supporting
different donor-funded  programmes: the World Bank, the Asian Development Bank,
and the Global Fund to Fight AIDS, Tuberculosis and Malaria. At the same time, with
the decentralization, there is an indecisive role between MOH (Lao) and the provinces.

In terms of planning and budgeting, a lack of coordination clearly exists between
national and subnational health plans. In recent years, there have been good efforts to
introduce medium- to long-term financial planning in the health sector. Within the reforms
in overall public finance, the first health-sector Medium-Term Expenditure Framework
has been finalized with the assistance of the Asian Development Bank and the Ministry
of Finance. At the provincial level, planning is more difficult. As a result of decentralization,
some planning and budgeting responsibilities have been devolved to provincial health
offices and district health offices. However, the transfer of responsibilities has not been
accompanied by clear guidelines from MOH (Lao) about how to plan and budget at
the local level. There is no mechanism for ensuring that provinces reflect national priorities
in their budget plans. There is little flexibility for local governments in preparing their
recurrent costs health sector budgets. A disconnection also exists between resource
allocation and health outcomes at all levels. The disconnection and the absence of a
pro-poor focus in budget management and planning have resulted in an inequitable
and inefficient health system.

The official budget is formulated only for general Government funding
(approximately 10 per cent of total health expenditure) while other substantial items
like user fees and the drug revolving fund are not covered and no coherent and integrated
plans exist for those sources at all levels. In addition, most donor-funded projects and
programmes are not included in the recurrent budget. Budget execution rates are high
for salaries, but especially low for capital expenditures. At the provincial level, budget

42 Between 8 ad 28 per cent of total revenues from beneficiaries.
43 ILO Laos, Social Protection Study 2007, supra.
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execution is more problematic. Cash frequently is unavailable owing to incorrect revenue
projections and/or problems in transferring revenue from surplus to deficit provinces.

The mechanism of ensuring the accountability for implementation of activities
according to the budget has not been developed effectively. Accountability for
expenditure below the provincial-level is problematic owing to deficient accounting
and reporting systems as well as a lack of capacity to conduct effective monitoring and
control functions. Internal auditing functions are almost non-existent at all levels of the
health sector.

There is limited technical capacity in all of the financial management subsystems
including weak authority and capacity of treasury offices at each level, ineffective
implementation of public procurement, weaknesses in the accounting and reporting
system, and deficiencies in public financial accountability and transparency.44  There is
an acute shortage of staff with adequate training and experience in accounting or finance
throughout the public sector; some agency staff have little or no formal training. The
shortage of trained personnel is particularly acute at provincial and district levels.
Decentralization has happened at a faster pace than capacity development and
provinces lack human resources, various financial management skills as well information
infrastructure and incentive mechanisms. The limited technical capacity in financial
management is hampering the extension of the social health protection mechanisms
introduced to bring additional funds into the public health-care system through
prepayment and to increase utilization.

Aware of such deficiencies, the Government with the support of donors is
developing different manuals and guidelines to facilitate and improve the existing
planning, financial management and budgeting practices. They are mainly at pilot
stages and often lack comprehensiveness. MOH (Lao) is engaged in development of
the first Medium-Term Expenditure Framework in the health sector. Efforts to improve
current planning and budgeting at provincial and district levels are being conducted
with support of many donor programmes (among them, Asian Development Bank,
World Bank, Governance and Public Administration Reform Program and World Health
Organization); including a comprehensive approach in Vientiane Province with
Luxembourg support. An MOH (Lao)-World Health Organization pilot project has also
started to establish hospital financial management information systems; pilots were
started at four hospitals. At the facility level, there is a progressive introduction of an
accounting system to deal with problems of integration and of multiple reporting per
source (by donor/programme/project).

3.3.  Challenge in Health Financing

3.3.1. General challenges

The three main challenges may be summarized as follows:

1) To ensure adequate public funding for public health. Public funding for
health needs to be increased in a stable way with a focus on performance of
services, on the poor and on ensuring support for basic routine recurrent
costs for the functioning of the public health apparatus.

2) To ensure efficiency. Efficiency needs to be increased through improving
staff performance, efficiency of donor funding in support of performance
improvement, and limiting conflicts of interest between health personnel and
the private sector. Financing strategies must complement the major challenge
of capacity-building to provide adequate technical quality of care and services.

44 Ministry of Health,“Strengthening and Capacity Development in Health Care Financing in Lao PDR”,
supra.
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Integrated management of the recurrent and capital expenditures is also a
key challenge for improved efficiency.

3) To ensure affordability and equity. Affordability and equity need to be
improved through subsidizing priority services with a pro-poor concern,
promoting prepayment and risk-pooling mechanisms, limiting perverse effects
of user fees and developing adequate safety nets for the poor through
demand-side financing. An adequate balance between public and private
provision must be found together with partnership and synergies to ensure
that public health can at least provide adequate quality services to the non-
rich population.

The National Socio-Economic Development Plan for health foresees a significant
gap in financing recurrent spending. Public health expenditure to meet its challenges
exceeds its available resources considerably. Estimates suggest that the funding gap
for staff and salary increases alone would be approximately USD 14 million by 2010,
even assuming that the promised levels of external funding are delivered. An additional
gap will exist for non-wage recurrent spending. Filling this gap will require increased
donor funding. In addition, user fees are likely to play an increasingly important role in
financing Government health services but may make such services unaffordable
to the poor.45

Health insurance alone cannot pool enough resources and replace total
Government investment and expenditure in health. That in part is due to the economic
constraints of the actual target populations for the existing risk-pooling and social
safety net instruments, and their slow growth makes it unlikely that they will be able to
support the health sector needs sufficiently in either the short-or medium-term.46  Equity
will need to be maintained not only through the financing of services for the share of the
population that cannot afford health care, but also through the sufficient financing of an
adequate and effective regulatory framework. The health-care financing envelope will
have to be supported by governmental revenues and taxes, domestically and externally
financed, at a fair and sufficient level.

In the transition period before collecting expected revenue increases from major
investment  programmes, such as Nam Theun 2, the Government and donors will have
to find bridging funds to change the vicious cycle of poor quality, under-utilization and
under-funding, low cost recovery and low pooling.

3.3.2. Challenges in advancing towards universal coverage

There is an important difference between universal coverage in terms of access
(i.e., health network) and in terms of financing (i.e., social protection). Under universal
social protection coverage with society risk-pooling, all households share the financing
of the health-care costs.47

The main challenges facing the health sector are related to financing and coverage
extension:

• A total of 75 per cent of the population in the informal sector, with very
limited associative networks and 30 per cent of the population belonging to
ethnic minority groups.

• Around 30 per cent of the population below the poverty line and 66 per cent
living at under Int. $ 2 purchasing power parity per day.

45  World Bank, Lao PDR Public Expenditure Review, supra.
46 Ministry of Health, “Strengthening and Capacity Development in Health Care Financing in Lao PDR”,

supra.
47 G. Carrin and C. James, “Social health insurance: Key factors affecting the transition towards universal

coverage”, International Social Security Review (2005), vol. 58, no. 1.
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• Major constraints to provide a quality public health service package at the
front-line level.

The key challenges towards universal social protection coverage are:
• Acknowledging the need for a long-term effort (progressive coverage,

continuity) and need for a mix of social protection schemes.
• Focusing on expanding coverage when a reliable package and financing are

reached.
• Assuring similarity among schemes in terms of benefit packages, administrative

body, management and reporting to enable linkages and mergers.

Most of the following challenges are obviously interlinked; linkages are indicated
in parentheses.

Coverage
• (All) Improve awareness and understanding by the population and the

providers.
• (All) Ensure a feeling of local ownership by the community, which is created

mainly by having a locally known and trusted management structure.
• (All) Strengthen the political will at all levels — national, provincial and district.
• (All) Develop responsiveness and demand-side approaches.
• (All) Do not put all energy into health insurance but also focus in parallel on

the current out-of-pocket mechanisms and ways to limit their drawbacks.
• (SSO) Ensure compliance in the compulsory scheme by enforcing regulations.
• (SSO/CSS) Extend coverage to new provinces.
• (SSO, CBHI, CSS) Strengthen promotion/marketing.
• (HEF) Provide clear policy orientation and agree on a set of policy framework

regulations.
• (HEF) Develop reliable cost-effective identification/targeting.

Providers
• (All) Ensure adequate, effective and perceived quality of services.
• (All) Respect prices and refrain from pursuit of unofficial payments.
• (All) Ensure responsiveness and collaboration.

Benefit package
• (All) Develop an adequate benefit package to meet the people's needs, the

epidemiologic transition, occurrence and burden of diseases (chronic
diseases, vehicle accidents).

• (SSO) Ensure an adapted package to companies (specialized services,
proximity, opening hours).

• (HEF) Cover more than health services: transportation and food.

Management
• (All) Reach transparency in management, accountability and adequate

management procedures.
• (All) Develop planning and management skills at all levels.
• (All) Establish a national committee to set the level of capitations with

representatives of the providers, beneficiaries and Government.
• (CBHI) Ensure cost-effective collection of premiums (including periodicity,

collectors’ status and synergies).
• (CBHI) Enforce and professionalize management capacity at the district level.
• (HEF) Chose implementing agents who provide the best mix to ensure neutral

third-party management, social proactive proximity-service, low administrative
costs and reliable accountable management.

• (HEF) Do not underestimate the social-proactive dimension with a focus on
minority groups.
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Financing
• (All) Ensure understanding of the provider payment mechanism that is not

volume-based and shifts the burden of cost control to the provider.
• (CSS) Ensure a sufficient level of capitation to cover health costs and avoid

deficits for health providers.
• (CSS, CBHI) Collect a sufficient level of premiums to cover costs and ensure

providers' commitment.
• (CBHI) Take appropriate measures to limit adverse selection and moral hazard

(e.g., over-utilization).
• (HEF) Ensure sustained long-term funding (15 years).
• (HEF) Tackle cost-effectiveness issues to develop the most satisfying approach.
• (HEF) Develop adequate provider payment mechanisms (cost containment,

capitation/reimbursed fee) to limit administrative costs and explosion of health-
care costs on fee-for-service reimbursement.

Equity
• (HEF) Accurately pre-identify the poorest households, reassess their poverty

status on a regular basis and develop a harmonized methodology to avoid
inequity across districts and across sectors.

• (HEF) Develop and maintain a pro-poor focus and avoid perverse cross-
subsidization.

• (HEF) Ensure control for non-stigmatization and non-discrimination.
• (CSS/SSO) Ensure that dependents are covered by all health-care financing

mechanisms.

3.4.  Strategic Options and Recommendations

3.4.1. Health-care financing in general

The main recommendations are summarized as follows:

Increase public funding, mainly from domestic sources
• Increase domestic public resource allocation for health, mainly for decent

salary and working conditions for health workers in the public sector.
• Consider specific taxation for health funding (e.g., cigarettes, alcohol).

Improve efficiency, mainly from donors’ support
• Develop general budget support and/or sectoral budget support for health,

to co-finance and ensure basic recurrent costs in a continuous manner
(bridging period up to 2015).

• Subsidize the services for the poor, for priority drug and medical items,
maternity costs and priority cash transfers.

• Develop provincial performance-based subsidy schemes for salary
supplements and funding of operational costs for curative facilities.

• Work in line with donors’ alignment.
• Rationalize/prioritize key issues and especially look urgently at recurrent

costs.
• Strengthen the enforcement of regulatory frameworks and financial

management.

Improve affordability and equity
• Focus on effective health-care delivery service in remote poor areas with

ethnic minorities.
• Promote and extend health insurance and prepayment schemes.
• Develop direct subsidization through the establishment of public assistance

funds.
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• Ensure that Nam Theun 2 revenues finance health-care services for the poor.
• Pilot-test modified out-of-pocket mechanisms with less harmful consequences

on affordability, catastrophic expenditure and rational prescription.

In more detailed form, the recommendations specify the following:

Increase resource allocation for health
• Increase the public resource allocation for health from domestic sources,

mainly for decent salary and working conditions for health workers in the
public sector:

Increase the share of public health expenditure.
Consider specific taxation for health funding when the tax base permits
(e.g., cigarettes, alcohol).
Ensure that Nam Theun 2 revenues and funding within the framework of
the National Growth and Poverty Eradication Strategy and National Socio-
Economic Development Plan are used to finance health-care for the poor,
and not simply investments. That requires a different channel than the
public investment  programmes of the Committee of Planning and
Investment.
Invest in strengthening regulatory frameworks to channel donors and
national resources.

Improve technical efficiency
• Link investment decisions to recurrent costs, in order to limit new construction

and health-care technologies and contain recurrent costs.
• Improve the efficiency of donor support:

Keep a balance between capital and recurrent costs funding through
integrated management.
Use the Government system, though general budget support and/or
sectoral budget support to health, to co-finance and ensure the coverage
of basic recurrent costs in a continuous, transparent manner during the
bridging decade period.
Subsidize during the bridging period, the services for the poor, priority
drug and medical items, maternity costs and priority cash transfers.
Develop provincial performance-based subsidy schemes for salary
supplements and operational costs funding for curative facilities.
Fund well-targeted curative medical and nurse technical assistance in
provincial and interdistrict facilities.
Work aligned with donors’ by reinforcing health sector strengthening
approaches, limiting project management units, developing joint donors’
approaches and minimizing funding instruments to limit transaction costs.

• Rationalize and prioritize key issues. Look urgently at recurrent costs, in
particular in human resources:

Introduce pricing policies for drugs and medical supplies.
Introduce monetary and non-monetary incentive packages based on
performance.
Introduce measures to assure funding of utility payment by public providers.
Increase monitoring of performance.
Limit the perverse, indirect incentives for meetings and training, limiting
availability of staff for service delivery.

• Align budget planning and monitoring with the key functions of the public
health sector (stewardship, public health, delivery of preventive and clinical
health services).

Improve efficiency in resource allocation
• Encourage the growth of the regulated private sector to shift much of the

burden for services being provided by the public sector to those with the
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highest ability to pay, especially for costly curative care, and thereby increase
the capacity of the public health system to better serve those most in need.

• Ensure adequate non-wage basic recurrent costs subsidies at the front-line
curative facility level.

• Develop more transparent, need-based formulas for budget allocation at
both central and provincial levels.48

Improve payment mechanisms and affordability
• Promote and extend health insurance and prepayment schemes and develop

long-term information, marketing and promotional strategies adapted to
beneficiaries.

• Develop direct subsidization through the establishment of public assistance
funds with Government and donor contributions via well-targeted safety nets
for the poor and especially HEF schemes.

• Pilot-test modified out-of-pocket mechanisms with less harmful consequences
on affordability, catastrophic expenditure and rational prescription, such as:

Fixed flat fees for admissions at district hospitals (with surgery, without
surgery) eventually coupled with subsidization of priority drugs or
consumable items.
Ceiling amount for admissions at rural district hospitals not covered by
insurance to limit catastrophic expenditure, possibly subsidized by HEF.
Subsidized maternity flat fee packages (antenatal care, delivery, transport,
caesarean, maternity gift as a basic kit to promote baby care and attract
deliveries in health facilities).
Agreed fixed fees for transportation to hospitals with private transporters
in collaboration with district authorities.
Enforcement of maximum selling price of drugs and renewable items
controlled by Provincial Health Offices.

• Improve and enforce regulation of user fees and revolving drug funds:
No incentive for irrational prescription of drugs and diagnostics.
Improve accountability of health facilities.
Control of procurement practices on drugs and diagnostics.
Include the private sector in control.

• Choose which level of curative care benefit package (technology level) is
affordable for public health financing under insurance schemes, as tertiary
care is on the increase.

Improve management
• Strengthen regulatory frameworks and especially more effective regulation

of the private sector via positive incentives instead of unimplemented
regulation control.

• Improve evidence for health-care financing policymaking.
• Partly re-centralize budgeting for the health sector for recurrent costs by:

Establishing minimum per capita allocations for salaries and non-wage
recurrent costs together with formula-based allocations.
Introducing earmarked grants to fund targeted recurrent expenditure
(e.g., allowances for staff in remote areas, yearly recurrent budgets for
front-line facilities).

• Improve the health finance management system and budget recording system
to ensure transparent execution and permit reliable analyses of health
expenditure in line with public expenditure management:

At the MOH (Lao) level: develop national health accounts, improve the
charting of accounts to better track donors’ subsidies and the distribution

48 World Bank, Lao PDR Public Expenditure Review, supra.
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between capital and recurrent costs.
At the facility level: computerize accounting and drug management at
provincial and central hospital levels.

• Harmonize and align Government and donor  programmes with high-priority
areas in the health sector.

Improve equity in access
• To ensure access to essential health services by the poor and their protection

from catastrophic health expenditure, target them through demand-side
financing by ensuring sufficient resources, developing appropriate targeting
mechanisms and selecting cost-effective, performance-based methods to
pay health-care providers.

• Implement financing mechanisms based on gender issues (e.g., maternity
package, specific package for female labour force in companies).

• Ensure that Nam Theun 2 revenues finance health care for the poor.

3.4.2. Current social health protection schemes

3.4.2.1.   Recommendations for current schemes

• Act in parallel upon technical and perceived improvement in quality of services
and upon awareness through appropriate promotion/marketing.

• Develop and propose an attractive benefit package of services as a mix
between public health concerns, financial concerns and beneficiaries' request
in a demand-side approach.

• Maintain capitation payment for health insurance schemes.
• Ensure that capitation at least matches with providers’ costs for recovery in

order to warrant responsiveness and commitment of providers by increasing
and/or subsidizing contributions.

• Consider the introduction of a moderate co-payment per visit to reduce
moral hazard as well as financial risk for hospitals.

• Professionalize the management of social protection schemes and ensure
proper accountability.

In addition, the following questions need to be examined for all schemes:
• What provider’s costs should the scheme expect to cover? (Full costs, all

recurrent costs, non-wage recurrent costs, value of user fees, basic subsidized
package, or only a basic package with increased public subsidies in drug
and administration costs of facilities).

• Should the protection schemes also reimburse services provided by private
providers?

3.4.2.2. Specific recommendations for current schemes

CSS
Increase capitation to the same level as SSO by salary increase and/or higher
proportion of health benefits in the contributions; as planned under the decree
70/PM, LAK 40,000 was only used for the pilot, because of the current
contribution rate of 6 per cent of basic salary.
Develop computerization at the scheme level with possible integration with
SSO, CSS and HEF.

SSO
Extend the coverage to all enterprises with no minimum employee requirement
(amend Decree 207).
Extend the geographic coverage towards provinces.
Use a combination of (a) positive rewarding through marketing/promotion
techniques, accreditation/certifications, (b) improved services in quality,



94

Promoting Sustainable Strategies to Improve Access to Health Care in the Asian and Pacific Region

proximity, rapidity and (c) political pressure to increase the enrolment and
compliance of employers.
Test compulsory systems, in between CBHI-SSO, in Luang Prabang and Vang
Viang for the tourism sector (guesthouses, hotels, tourism shops and
restaurants) with a compulsory enforcement by the provincial and district
governors.

CBHI
Reinforce more efficient promotion, registration and collection of the
premium, considering the use of social marketing mechanisms, mass
media, trusted persons in the community such as monks, savings and
loan groups, microcredit associations and utility agencies, such as
electricity and water.49

Strengthen primary health care and the referral system. In urban areas, the
first level of care should be provided in community clinic facilities, with adapted
opening hours and specific appointments with provincial hospital specialists
in the relevant areas on a scheduled basis.
Develop computerization at the scheme level with possible integration with
SSO, CSS and HEF.
Create competition to reach targets and reward systems (on memberships,
timely payments, management committee meetings and correct use of
capitation by hospitals).
Review the feasibility of covering motor vehicle accident injuries and funeral
grants.
Consider amendments of the guidelines and regulations, based on
experiences and opportunities for new and improved management
mechanisms, to include, for example, small reserve funds, penalties on late
payment, inappropriate prescribing and demand for additional payment by
provider.
Question the efficiency of the district-based management and the hospital
model (one hospital in each district) for effective scaling-up.
Develop alternatives to monthly premium payments, so that monthly
capitation money is more regular and predictable.
Link up with agencies that implement microcredit schemes or have other
microfinancing initiatives and/or target villages where such activities are
conducted.
Increase the amount of capitation by CBHI schemes through economies of
scale attained by having administration and accounting at health facilities
done by fewer persons for all schemes in areas where they are concurrently
operational.
Provider payment;
• Maintain the capitation system,
• Test the possibilities of differential capitation payment, or
• Improve the quality of care by providers by use of performance related

pay. For example, pay 50 per cent of capitation unconditionally and have
50 per cent conditionally. That would ideally be done at hospitals where
other schemes are operational, so that respective capitations can be
merged.

Possibly field-test:
• Village-based subsidized CBHI coupled with HEF with strong community

links.
• Subsidized CBHI on a digressive basis to ensure sufficient incentives for

49 A. Ron, “CBHI Lao PDR: Review of CBHI pilot scheme Project MOH (LAO)” (WHO, April 2007).
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providers.
• The requirement of villages to have a certain proportion of households to

enrol before joining the scheme.
• Mandatory CBHI/SSO schemes.
• Systems for in-kind payment for premiums in rural areas where cash flow

is limited.

HEF
Draw on lessons from experiences in tested HEF in-country and in the region.
Ensure that governmental lists of the poor and HEF pre-identification are
similar or at least comparable. In case of a reliable, comprehensive
Government database that is verified by samples using ethnicity as one of
the key indicators, rely on Government lists. Otherwise, ensure that HEF pre-
identification is agreed and owned by the provincial and district
administrations.
Promote synergies and joint package of services for the poor for health and
education sectors.
Give the responsibility for managing the funds to a third-party body for a
nationwide programme.
Set up HEF schemes to serve an entire province or region rather than individual
districts in order to benefit from economies of scale in administration, training,
equipment and marketing.
Reimburse providers on a fixed-fee basis or test on a capitation basis for
lower levels to simplify the administrative cost of reimbursement and provide
the right incentives for good quality care.
Provide services at the village level (drug kits, transport, health promotion
services), on capitation basis as proposed by the Health Sector Development
Project.
Purchase CBHI premiums at a discount rate proportional to the utilization
rate and review each year or use part of the premium to facilitate accessibility
by shouldering the influential — but as yet undetermined — opportunity
costs.
Use joint administration with existing risk-pooling schemes.

3.4.3. Towards universal coverage

3.4.3.1.   Options for the future

The study by ILO Laos, Consultative Study — Social Protection for All: The Way
Ahead, LAO/01/M91/LUX — Development of Social Security Phase II 2002-2007 (2007)
identifies the main policy choices in the extension of social protection to all.

• The extension of the social insurance schemes in the formal sector is a clear
policy which does not appear questionable. It will require an extension towards
all workers in all government and private organizations in all provinces.

The key policy options to reach universal social protection coverage relate to
the non-formal sector. Two main options arise;

• The expansion of the existing framework by extending the CBHI model for
the non-poor and the use of HEF for the poor, and

• A universal scheme mainly through taxation.

In the long run, there should be an evaluation or analysis of discussion of whether
the expansion of the existing social protection schemes would be the best or most
efficient way to reach universal coverage. The extension of the current framework could
bear disadvantages. For example, extension of the current framework could result in an
extremely complex system, even if they were merged into one.

A universal tax-based system has a number of advantages, not the least of which
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is administrative efficiency. However, its fiscal and political feasibility could be a challenge.
The use of designated or dedicated taxes to provide funding for health care, the so-
called ‘sin taxes’, could generate a part of the required funds. Taxes on tobacco, alcohol
and gambling, as well as lotteries, have been used successfully by several countries.

In terms of social assistance programmes, the Lao People's Democratic Republic
also faces the choices between universal programmes aimed at all the members of a
particular group (for example, all older persons, all children, all pregnant women and
newborn babies) or targeted  programmes (for example, the poor). Proxy measures for
poverty may be geographical, or based on ethnicity, type of housing, household size,
or livelihood.

3.4.3.2.   Recommendations towards universal coverage

The recognition that social protection is primarily a cross-sectoral issue is a key
prerequisite for the development of universal coverage. Such recognition has to be
embedded into the national socio-economic development plan.

The recent ILO consultative study on “Social Protection in Lao PDR 2007”
estimated that a package of basic social protection would cost about USD 95 million
per year. Within such a package, the universal health insurance component would cost
USD 30 million and maternity programmes including cash transfers and a maternity
package would cost an extra USD 9 million (see table 3.3.).

Table 3.3. Estimate of a basic social protection package

Source: ILO Laos, Consultative Study — Social Protection for All: The Way Ahead, LAO/01/M91/LUX -
Development of Social Security Phase II 2002-2007 (2007).

BASIC SOCIAL PROTECTION PACKAGE
Program Estimated Benefit Annual cost

beneficiaries
Health Care
Universal Health Insurance Total population $30.432,500

(0.94% GDP)
Social Insurance and Social Assistance

Age Pension Programs
Universal age pension to over 65 210,000 185 $38,850,000

(1.2% GDP)
Child Programs
Cash payment twice annually to poorest rural 60,000 80 $4,400,000

School Food Programs
School food program - poorest regions 100,000 40 $4,400,000

Maternity Programs
Cash transfer on birth of any child 125,000 40 $5,500,000
Cash transfer to ethnic minority women 55,000 20 $1,210,000
— any child
Maternity package 40,000 50 $2,200,000

People with Disability Programs
Set of initiatives 5,000 100 $500,000

Labour Market Programs
Set of initiatives 100,000 50 $5,000,000

Disaster Relief Programs
Cash transfer to disaster victims 10,000 100 $1,000,000

Sub-total $63,940,000

TOTAL $94,372,500
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Social Protection Road Map

The Social Protection Road Map should:50

• Be coherent with the objectives of the National Growth and Poverty
Eradication Strategy and the National Socio-Economic Development Plan,
in line with the MOH (Lao) and Ministry of Labour and Social Welfare,
master plans, and integrated into the existing Sectoral Working Groups
for Health.

• Be fiscally responsible.
• Capitalize on activities of development partners and create synergies where

possible.

The long-term strategy to reach universal coverage would require at least the
following:51

• Extension of SSO to all provinces, all enterprises (now only enterprises
with over ten workers).

• Merging of the civil servants scheme with SSO to lead to a compulsory
scheme for all salaried workers.

• Linking microfinance institutions and CBHI to cover the self-employed
and people in informal sectors especially for health, maternity and death.

• Enrolment of the self-employed formal and informal labour sectors in the
SSO.

• Merging at the provincial level as coverage within districts of each scheme
reaches a high percentage (at least 60 per cent); to allow for broader
pooling, savings in local administration and some redistribution of funds
between the salaried and informal economies.

• Establishing an autonomous national health insurance scheme for rural
populations.

• Government funding for the essential benefit package for all and State
subsidies for the poor.

• Developing additional revenue opportunities via earmarked ‘sin taxes’ or
lotteries.

• Ensuring appropriate legislation for the above stages and to reach universal
coverage.

Develop strong leadership by the Government, especially at MOH (Lao) and
the Ministry of Labour and Social Welfare, with a continued dialogue and
collaboration between the main stakeholders. Continued efforts to enable as
much similarity as possible between SSO, CSS and CBHI schemes are
essential.
Develop an action plan with clear objectives towards universal coverage,
with a timetable for leading to the appropriate legislation and merging of
systems.
Consider the establishment of a mechanism to steer the development of the
social protection road map, possibly a multi-actor steering committee and a
working group that can progress and monitor activities.

Inter-schemes and inter-sectoral mechanisms to accelerate extension of coverage
Develop joint activities among the four protection schemes to solve similar
problems.
Progressively use joint administration and reporting systems between
protection schemes.
Progressively join capitations upstream and pay providers by a single payment
mechanism.

50 ILO Laos, Social Protection Study 2007, supra.
51 Ibid.



98

Promoting Sustainable Strategies to Improve Access to Health Care in the Asian and Pacific Region

Possible Phasing

The graphs below show a possible phasing towards universal social protection
developed by the Ministry of Labour and Social Welfare and ILO for a workshop on the
Social Protection Road Map in 2007.

Figure 3.4. Possible phasing towards universal social protection

Source: ILO Laos “Development of Social Health Insurance in Laos PDR”, a PowerPoint presentation
Fiona Howell and Prasong Vongkhamchan, Ministry of Labour and Social Welfare and the ILO (2007).
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Acronyms and Abbreviations

MNT Mongolian Togrog (currency)

MOH (Mongolia) Ministry of Health of Mongolia

SHIF Social Health Insurance Fund

SINC Social Insurance National Council

SSIGO State Social Insurance General Office
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Social health insurance has played an important role in Mongolia in financing
health services and protecting the population from catastrophic health-related expenses.
The Government has defined the health sector policy in accordance with the Constitution
of Mongolia, related laws and procedures, the Health Sector Master Plan and other
documents. The current social health insurance system was built on concepts of social
protection, focusing on social solidarity and risk-sharing principles rather than on sound
financing. Generally, the Mongolian system is not well organized in terms of management,
operations and human resources, especially availability of professional skills. Its
weaknesses, in turn, have had a negative influence on the main leverages of the system
such as risk-sharing, fund allocation, equity in benefits for all the population and health-
care outcomes. The shortcomings are reflected in declining coverage of social health
insurance from a nearly universal 91.3 per cent in 1997 to 77.4 per cent in 2007.

The present study was conducted in order to examine health financing within the
Mongolian social health insurance system. The general goals of the system are to
improve access to health services by the general population and provide universal
health-care coverage within the framework of the country’s development policies.

4.1.  Outline of Social Health Financing in Mongolia

A social health insurance programme was initiated in 1994 among other socio-
economic development activities, following the introduction of parliamentary democracy
in Mongolia earlier in that decade. Aiming to protect vulnerable and low-income elements
of the population and encourage personal responsibility for health, the Ministry of
Health (MOH (Mongolia)) sought to increase the utilization of public health services
and ensure equitable access to hospital in-patient treatment.

From 2004 to 2008, State health expenditure grew from MNT 77.6 billion to
229.2 billion and, as a share of gross domestic product (GDP), ranged between 3.3
and 4.5 per cent (figure 4.1).

 Figure 4.1. Share of health expenditure in GDP

Source: Information from Economic and Finance Division, Ministry of Health, 2008.

Total health expenditure /by bil.MNT/ Share of health expenditure in GDP
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In addition to funding improvements in health-care services and quality with its
annual budgets, MOH (Mongolia) has tried to improve access to and quality of medical
services by increasing capital investment in the health sector. Capital inputs in that
sector in 2008 (MNT 25,108.9 million) were six times greater than the level of 2004
(MNT 3, 672.1 million; see figure 4.2). The additional resources have allowed for renewal
of medical equipment, hospital buildings and ambulances that contribute materially to
improving service quality.

Figure 4.2. Share of investment expenditure in total health expenditure

Source: Information from Economic and Finance Division, Ministry of Health, 2008.

Since 2005, MOH (Mongolia) has issued a consolidated health-sector financial
report. Presented in accordance with international accounting standards, the series
has helped MOH (Mongolia) in standardizing its resources flow and collection and
reporting of financial information.

The health sector draws on four sources for its budgetary financing:
1. State budget.
2. Social Health Insurance Fund (SHIF).
3. Official development assistance (foreign loans and other support).
4. Miscellaneous out-of-pocket payments and other sources.

According to the Social Health Insurance Law of 2003, SHIF shall be financed
from the following types of sources:

• Social health insurance payments from employees (2 per cent).
• Social health insurance payments from employers (2 per cent).
• Budget transfers in support of vulnerable persons (MNT 500 per month).
• Bank interest on deposits in SHIF accounts.
• Fines imposed for late payment of social health insurance contributions by

all parties.

The contributions to SHIF income in 2007 are shown in figure 4.3.

The Social Health Insurance Law defines as vulnerable the following population
subgroups:

• Children under age 16.
• Persons with pensions and no other source of income.
• Workers on parental leave looking after children under age 2.
• Military personnel on active duty.
• Persons specified in Article 12 of the Social Welfare Law.

Total investment in health sector /mil.MNT/
Share of investment in total health expenditure



107

Chapter IV Mongolia: Promoting Sustainable Financing and Universal Coverage
through Social Health Insurance

Figure 4.3. SHIF income, 2007

Source: Information from State Social Insurance National Office, Health Insurance Department, 2008.

SHIF finances the following:
• Costs of health care and services provided to subscribers afflicted with:

internal diseases.
nervous system diseases.
eye, ear, skin, bone, muscle and tissue diseases.
non-emergency injuries and surgery illnesses.

• Expenses related to drug price discounts.
• Administrative expenses of the social health insurance scheme.

For the past 10 years SHIF income has increased by 25 per cent, and its
expenditure by 13 per cent, on an annual basis, as shown in figure 4.4. (A breakdown
of expenditures is presented in the next section in figure 4.6.)

Figure 4.4. Income and expenditure of SHIF, 1997 to 2007

Source:  Information from State Social Insurance National Office, Health Insurance Department, 2008.

 

contributions income state budget fines, bank interest etc
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4.2. Funding System

4.2.1. Current funding system and whether the programme meets key goals and
objectives

Currently, SHIF fails in its mission to improve quality of services for the
following reasons:

• The payment method does not support development of social health
insurance.

• Social health insurance services and benefits fail to reach and meet health
needs of the population.

• Financial management at health facilities is limited in effectiveness and lacks
accountability mechanisms.

• Official and non-official user charges negatively affect coverage and equity in
service and health care.

• The social insurance benefit package is not clearly defined.

SHIF has accrued surpluses that have increased each year. In 2007 the surplus
was MNT 62.0 billion which was 1.9 times greater than expenditure that year. One
explanation was that the current benefit package and payment methods are not defined
clearly to reflect increasing health needs of subscribers and have remained static over
a few years. That state of affairs is deemed to be an advantage that allows the surplus
to remain an accumulation for risk provision. Such policy issues require discussion in
relation with quality of health services and care.

The Social Health Insurance Law states that the SHIF surplus is to be used to
improve health services and care for the population, to broaden social health insurance
coverage and to improve accessibility. However, the law has not been implemented
sufficiently. The reality is that the surplus is not used for those purposes. Fragmentation
of funding sources and stakeholding institutions in turn discourages cooperation among
the stakeholders.

The practice of planning the annual budget of the health sector on the basis of
the previous year’s performance is not appropriate for reform of the health sector.
The budget for 2009 onwards is therefore due to be planned on the basis of health
programmes.

In recent years various projects and programmes have been implemented in an
effort to improve health sector financing that have generated recommendations for
further action.

In 2005, a national conference on the topic “Health Sector Finance Policy
and Strategy for Social Health Insurance Development” was held. Adoption of a
single-purchaser system in the health sector and improvement of the health finance
system were among the issues discussed. While participants agreed that the issues
needed immediate resolution, no specific decisions and policy documents came
out of the conference. Mechanisms to reach agreements among stakeholders on
specific issues were consequently insufficient. Nonetheless, various projects and
programmes undertook surveys and studies on ways to enhance health-care financing
and related issues.

In the absence of a consolidated policy document regarding health finance,
results of work by WHO and international consultants might serve the purpose. For
example, as a result of a joint study by WHO and others, starting from 1 January 2007,
health-care service providers were financed using a service and care package method.
Advantages to that method include, among others, identification of the health services
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and care expenses that rationalize expenditure and allocation of the health fund, as well
as actual costs incurred to people for medical services.

One of the measures taken to improve social health insurance in Mongolia is a
nationwide project being implemented with the Ministry of Social Welfare and Labour
entitled “Scaling Up Capacity and Multi-sector Collaboration”. The project aims to:

• Increase political support and commitment for implementing social health
insurance reforms.

• Strengthen national capacity for reforms.

• Develop an inter-sectoral collaborative mechanism involving key stakeholders.

In recent years, a lack of coordination and collaboration among key stakeholders
has created difficulties in streamlining development of social health insurance in
Mongolia.

Different stakeholders participate in the health financing process as follows:

• MOH (Mongolia) develops budgets for the health sector and identifies the
list of service and care and the payment methods.

• The State Social Insurance General Office (SSIGO) collects contributions,
administers fund allocations from social health insurance and monitors health-
care service quality and results. Monitoring is conducted through checking
claims and ad hoc visits by health insurance inspectors.

• The Social Insurance National Council (SINC) monitors usage and expenses
of SHIF. Under the auspices of Parliament, to whom it reports, SINC was set
up to ensure coordination and consultation between parties and joint decision-
making on social insurance issues. SINC performs decision-making as well
as monitoring functions on policy and implementation issues of social
insurance as a whole. The SINC chairman and members are appointed by
Parliament on six-year terms at the recommendation of involved parties. SINC
consists of one person each from the ministries of finance and justice and the
State Administrative Central Body Responsible for Labour, as Government
representatives; three persons from trade unions representing the rights and
legitimate interests of the majority of employees; and three employer
representatives. The chairman of the social insurance central organization is
an independent member. SINC members are not staff of SINC and are paid
by the Ministry of Social Welfare and Labour for their work.

Cooperation among MOH (Mongolia), the Ministry of Social Welfare and Labour,
SSIGO, SINC, the Social Health Insurance Sub-Council, other Government organizations,
health organizations and other stakeholders should foster improvements in social health
insurance benefits for subscribers and increase accessibility to the system as it develops.
To date the roles and responsibilities of different stakeholders in Mongolian social health
insurance are not well defined and there is no clear mechanism for information sharing.

4.2.2. Recommendations as to funding system

 • Develop an appropriate ratio of contributions by the Government and
SHIF for funding of the total health budget.

Proposed action: State budget funding is supplementary to the SHIF
contribution. Therefore, output-based budgeting, health sector output
classification and costing methodology and performance indicators need
to be implemented.

Outcome: The cost of each service would be identified and its profitability
enhanced.
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• Determine the powers and specific responsibilities of official bodies
that administer the insurance system, as means of enhancing accessibility
of benefits.

Proposed action: Rationalize authority and responsibilities of the ministries
of Finance, Health, and Social Welfare and Labour, the Social Insurance
Authority and other health organizations in compliance with the law.

Outcome: Chances of resolving the principal health financing problems
would improve.

• Establish a single-purchaser system in the health sector.

Proposed action: Set up an independent health organization to pay for
health-care services on behalf of patients and to monitor quality of services
and care.

Outcome: Coverage and equity issues in service delivery would be
ameliorated.

• Implement programme budgeting in the health sector and develop a
classification system of health sector outputs.

Proposed action: Develop a system that enables products to be classified
consistently with features of the relevant sector and organize appropriate
management and financial training.

Outcome: Classification of outputs can serve as a mechanism for improving
efficiency and outcome of health-care services that foster increased
responsibility and transparency of budget management.

• Undertake measures to improve efficiency of health service delivery.

Proposed action: Ensure the implementation of the Social Health Insurance
Law.

Outcome: Utilization of funding resources and cost-effectiveness of services
would improve.

• Establish a resource allocation mechanism that will foster equity in health
funding.

Proposed action: Allocate funds to programme activities based on actual
needs, such as size of population to be served, disease prevalence and
death rates.

Outcome: Health care and services would be efficaciously distributed.

4.3. Population Coverage

4.3.1. Gaps and reasons for the decline in population coverage under the
universal health-care scheme

For the past 10 years social health insurance has undergone several changes in
Mongolia. At present, approximately 70 per cent of the total population is covered by
some type of social health insurance.
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Figure 4.5 shows no growth but rather a declining trend in the insured population
for the past 10 years.

Figure 4.5. Social health insurance coverage rates, 1997 to 2007

Source:  Information from State Social Insurance National Office, Health Insurance Department, 2008.

Mongolian social health insurance is based on risk sharing. Although almost 70
per cent of the population is covered by social health insurance, they do not receive
benefits properly. The reasons for the decline include:

• Growing dissatisfaction with health services and care among the population.

• Lack of qualified doctors in rural areas.

• Inadequate accessibility to services.

Human resource allocation in the health sector is problematic because of low
salaries and incentives for doctors and medical professionals and a weak social support
system.

Regulatory mechanisms including laws and regulations play an important role in
creating favourable conditions for increasing insurance coverage and supporting the
insurance scheme. The Social Health Insurance Law is an integral part of the health
financing policy. Amendments1  have been made to address issues of health insurance
coverage, including:

• Providing incentives or linking the coverage of students to university
administrations.

• Providing incentives or linking the coverage of herdsmen to soum or bag
governors.2

Formal and informal surveys to find out why people ignore or are losing interest
in coverage were undertaken. The formal survey included clients or patients who were
served at tertiary- and secondary-level care providers. The survey covered 1,900 clients
served by health providers in Ulaanbaatar city.

Respondents identified the following barriers regarding social health insurance:

• Lack of understanding and information about social health insurance.

• Respondents who are insured do not see the benefits of social health
insurance.

1 The Social Health Insurance Law of Mongolia was amended five times since it was passed in 1994 and
another five amendments were made since it was re-approved in 1998.

2 Soum = province; bag = county.
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• No insurance incentives exist.

• Benefits emphasize in-patient care.

• Subscribers do not benefit from discounted prices offered. Drug price
discounts (50 to 75 per cent of the price) apply to an essential list of drugs
prescribed by primary care providers.

• Civil registration does not capture the migrant population on a timely basis.

Moreover, essential drug price discount reimbursement to pharmacies has not
been effectively implemented and has stagnated over the last five years.

Figure 4.6. Drug price discount expenditure of SHIF

Source:  Information from State Social Insurance National Office, Health Insurance Department, 2008.

Direct and indirect factors influence the reduction in coverage. Appropriate
activities thus need to be organized to expand the coverage through various
activities and incentives, including improving awareness of subscribers about
insurance benefits.

4.3.2. Recommendations as to population coverage

• Disseminate social health insurance information systematically and create
an appropriate information system.

Proposed action: Provide people with information about health insurance
that includes information about relevant human resource and legal
environments.

Outcome: People’s awareness of benefits would increase, thereby attracting
wider interest in insurance coverage that would in turn support further
information development.

• Set up a database and disseminate relevant technology including
software.

Proposed action: Study possibilities of deploying electronic cards that
contain information about subscribers.

Outcome: Transactions related to health services and care would be
transparent and subscribers would become aware of benefits, thus
increasing customer satisfaction.
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• Use the information system to improve quality, outcomes and
accessibility of services and health care.

Proposed action: Enable all the stakeholders, such as health organizations
and MOH (Mongolia), to enjoy convenience of information exchange
through the network.

Outcome: Cooperation among the health sector stakeholders would be
improved along with development of service quality.

• Enable subscribers to control their expenditures for services and care
in order to let them exercise their right to insurance benefits.

Proposed action: Disseminate electronic insurance cards.

Outcome: Subscribers would be able to control their expenditures while
service costs and fees would become clear, thereby raising satisfaction.

• Create incentives for subscribers who remain healthy and do not utilize
health insurance benefits.

Proposed action: Ensure implementation of the Social Health Insurance
Law.

Outcome: Subscribers would be able to receive incentives such as full
physical examinations as preventive measures against possible health
risks, if they did not use health services and care for three consecutive
years although paying insurance fees.

• Introduce a complete set of insurance services, covering not only health
but vehicle or other types and provide relevant information.

Proposed action: Identify scope of full-scale insurance service and examine
related experiences.

Outcome: Satisfaction with current insurance policy would be increased,
thus encouraging growth in insurance coverage.

• Improve the social health insurance health-service package.

Proposed action: Review and improve the service package increasing
emphasis on preventive and rehabilitation services.

Outcome: Satisfaction with insurance policy would be increased, thus
encouraging growth in insurance coverage.

• Allow the private sector to participate in the social health insurance
system.

Proposed action: Government should devise a legal basis to support
development of private health insurance for fixed periods so that eventually
the private sector could share the risk burden with the Government.

Outcome: People would enjoy greater choice and insurance service quality
could be strengthened through increased competition.

• Support close cooperation between the insurance organization and
Government organizations.

Proposed action: Create information networks, databases and regular
meeting schedules among partners.

Outcome: The goal to integrate understanding, purpose and vision would
serve as a basis for development of health insurance policy.
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• Use insurance funds increasingly for preventive rather than curative
interventions.

Proposed action: Raise public awareness through training and other
activities in order to promote change in practice of spending 70 per cent
of its funding on in-patient services.

Outcome: People would develop confidence in insurance and be
encouraged to extend their coverage when they have the right
understanding about insurance.

4.4. Funding

4.4.1. Adequacy and sustainability of funding contributed by different sectors
and sources

Health financing in Mongolia comes from State budgets, SHIF and miscellaneous
sources, as presented in section 2.1 and figure 4.3. As shown in figure 4.7, in 2008 the
Government funded 74 per cent of expenditure, SHIF funded 23 per cent while 3 per
cent came from other sources.

Figure 4.7. Total public health expenditure, by percentage share of source,
2004 to 2008

Source: Information from Economic and Finance Division, Ministry of Health, 2008.

Social health insurance makes an important contribution in the health financing
system. SSIGO is responsible for compulsory insurance under current law. The Social
Health Insurance Sub-Council under the SINC exercises full authority regarding the
insurance fund.

The social health insurance division of SSIGO was established with a staff of
three in 1997. It was restructured into the Social Health Insurance Department with a
staff of eight in 2006. Its status and management have not been optimal although the
expansion resulted in useful outcomes for the development of health financing and
insurance.

The main stakeholders in the health resource allocation process are MOH
(Mongolia) and the Ministry of Social Welfare and Labour.

• MOH (Mongolia) is directly responsible for the management, organization,
planning and financing for health services and care in the capital city, provinces
and districts.
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• The Ministry of Social Welfare and Labour is responsible for reimbursement

to subscribers for services used and collection of insurance fees as well as
ensuring insurance coverage.

According to the 2007 SSIGO annual report, employees of business entities
contributed 84.5 per cent of the fund while health-care expenditures for that type of
insurance amounted to 15.5 per cent. In contrast, Government payments on behalf of
certain population groups composed 9.7 per cent of the fund while fund expenses for
such groups formed 60.5 per cent. Figure 4.8 shows a comparison between shares of
contributions and of health-care services received among the main participating groups.

Figure 4.8. Percentage shares of funding contributions and
services received, 2007

Source:  Information from State Social Insurance National Office, Health Insurance Department, 2008.

An appropriate ratio between income and expenditures needs to be established
that will ensure sustainability of social health insurance funding. Insurance fund income
in the past 10 years is shown in figure 4.9.

Figure 4.9. Percentage shares of different sources of social health insurance
funding income, 1997 to 2007

  Source:  Information from State Social Insurance National Office, Health Insurance Department, 2008.

Employees pay insurance fees that are determined in relation with their salaries
while the Government pays on behalf of vulnerable groups. Employers and employees
share the insurance fee, which amounts to 4 per cent of the employee's salary, equally

insured people insured paid by unemployed,
government student etc

contributions health care service
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at 2 per cent each. The Government pays fees to SHIF for certain population groups
specified by law. For such groups the monthly fee is MNT 500. For non-citizens the
monthly fee is MNT 4,000 and the subscriber receives benefits. A certain percentage of
the fund income should be budgeted for health services and care which should be the
basis for sustainability of the financing.

In the past several years the number of foreign donors, projects, programmes
and private sector participants who have contributed to health financing has increased
as a result of the economic stabilization of the country.

4.4.2. Recommendations as to funding

• Set a suitable ratio between funding contributions of SHIF and State
budgets.

Proposed action: Implement output-based budgeting, health sector output
classification, and costing methodology and performance indicators that
will support establishment of proper funding ratios.

Outcome: Health service costs would be properly identified and the
profitability and sustainability of services would be enhanced.

• Reduce the gap of social health insurance premium rates between
population groups and establish an appropriate ratio.

Proposed action: Review and re-identify groups of people whose health
insurance is covered by the Government, and adjust fee amounts if
appropriate.

Outcome: Stability in income flows for health services and care would be
ensured.

• Improve payment mechanisms for health providers.

Proposed action: Review the “mixed payment mechanism”, in which second
and third level hospitals are financed with the service package method
and primary hospitals are financed with one insured method, to determine
how it influences service quality and care and what would be the most
appropriate method to be utilized.

Outcome: Quality and coverage of health services and care would be
improved and subscribers would become aware of actual costs of service
and care.

• Introduce a single-purchaser system, integrating all sources of finances.

Proposed action: Establish an independent health-sector organization that
would pay for health services on behalf of patients and monitor service
quality.

Outcome: Quality and delivery of health services would improve.

• Improve the roles and responsibilities of stakeholders participating in
management and administration of health-care financing.

Proposed action: Rationalize powers and responsibilities of the ministries
of finance, health, and social welfare and labour, the Social Insurance
Authority and other health organizations, in compliance with the law.

Outcome: Addressing related health financing problems would be
facilitated.
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4.5. Universal coverage

4.5.1. Promoting universal coverage with an autonomous social health
insurance organization

While SSIGO reports that 77.3 per cent of the total population is covered by
social health insurance, subscribers complain that they do not always receive the benefits
they require, so dissatisfaction about quality and accessibility of health services and
care is growing. On the other hand, a sizable number of patients use certain kinds of
services without bothering to collect the results, thereby wasting their own efforts and
also those of the service providers.

For example, SHIF is unable to pay for laboratory tests and x-rays because
of the high costs that technical services incur. In an effort to improve that shortcoming,
SHIF has financed ambulatory services since 2003. However, up to 30 per cent of
SHIF ambulatory service users do not return for their test results — showing
irresponsibility in respect to their personal health as well as wasting the services
that they have been given.

Hence, for a social health insurance system to deliver on its potential, attitudes
should be changed in some quarters and responsibility for personal health should be
encouraged. In this case effective information, education and communication activities
are needed for raising public awareness and knowledge about health care and social
health insurance.

The structure, organization, direction and strategy of an insurance organization
are critical to expanding insurance coverage for the entire population. The current
SSIGO is weak in terms of human resources and fails in its outreach to provide services
to subscribers, for instance in registration and collection of payments/contributions.
Only in 2006 did SSIGO expand its Health Insurance Department and increase the
number of its staff. The current capacity and capability of SHIF in operating and managing
the system need to be strengthened. All its professional staff are advised to undertake
training programmes in social health insurance principles, operations and management.

The development and participation of the private sector in the health insurance
business should also be examined.  Currently social health insurance practice is being
implemented between the Government and the people. Private companies are restricted
from the possibility of becoming engaged in such activities. The Social Health Insurance
Law specifically puts SHIF in charge of compulsory insurance. However, organizations
of any type of ownership may run voluntary insurance and reinsurance activities. Hence
private companies do life insurance business while no privately owned companies work
in social health insurance. The regulatory framework only recently enabled the operations
of private insurers merely for services not provided by social health insurance. Those
companies include health in life insurance packages and provide insurance services on
a contractual basis. A lack of understanding and information about insurance among
people means there is not much interest among them to become insured.

A number of barriers impede development of social health insurance in Mongolia,
such as weak human and technical resources, irrational payment methods and political
influence at the policy-making level.

Many health professionals believe that operational performance would improve
if the current health insurance scheme were managed independently. They see the
health insurance benefit differently from other types of social insurance and that the
current operation and management of social health insurance is not strong enough to
earn credibility. There is also expectation that an independent social insurance
organization would improve the purchasing function of health services and could
effectively exercise independent monitoring and quality-assurance of providers. Currently,
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SSIGO is responsible administratively to the Ministry of Social Welfare and Labour and
financially to the National Social Insurance Council.

4.5.2. Recommendations as to universal coverage

• Develop a social health insurance policy "white paper" on Mongolia with
a clear vision for the sector

Proposed action: Review pending drafts of strategy and policy papers
and facilitate their completion.

Outcome: A new direction to ensure health service quality, equity and
coverage would be determined.

• Introduce comprehensive insurance services.

Proposed action: Identify the scope of full-scale insurance service and
study-related experience.

Outcome: Satisfaction with coverage should be increased, leading to
widening interest in insurance coverage.

• Allow people to use additional insurance and reinsurance opportunities
voluntarily along with compulsory insurance.

Proposed action: Explore possibilities to use additional insurance and
reinsurance for the health service which are not covered by SHIF.

Outcome: Costs of additional service and care would be shared.

• Support participation of private sector participants in the social health
insurance system and allow them to bid for and receive funding from
SHIF.

Proposed action: Devise the legal basis to support development of private
health insurance for a trial period so that eventually private insurance
might share the burden with the Government.

Outcome: People would have expanded choices and insurance service
quality would be strengthened through increased competition.

• Optimize the health service and care package.

Proposed action: Review and improve the insurance service package so
that subscribers focus greater attention on prevention and rehabilitation
services.

Outcome: Satisfaction with insurance should grow leading to increasing
interest in coverage.

• Properly allocate insurance funding based on needs.

Proposed action: Allocate funding based on actual needs. Identify the
needs with consideration of such factors as population size, disease and
mortality rates and degree of isolation.

Outcome: Structure of the health insurance organization would be
improved, allowing further development of the business.

• Improve structure of health organizations and strengthen capacity of
their human resources
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Proposed action: Deliver capacity-building training to appropriate groups
and improve organizational structure.
Outcome: The structure of the health insurance organization would be
improved, allowing further development of the insurance business.

4.6. Gender issues

4.6.1. Gender issues within existing schemes

The most precious wealth of any country is its people. The main purpose of any
development policy, therefore, should be to create a favourable environment for people
to live longer, to live healthily and to work creatively. In the case of Mongolia, one of
the main focuses of its social and economic policy is protection of the people's health.

Since the beginning of human society, communication between women and
men as well as their responsibilities and values have changed continuously along
with development of religious and cultural norms. Currently the gender ratio in
Mongolia favours women, at 50.4 per cent, while men compose 49.6 per cent of the
population. Children under 15 years of age make up 32.6 per cent, while 63.9 per
cent are people between the ages of 15 and 64; and 3.5 per cent are those aged 65
and over. (See figure 4.10.)

Figure 4.10. Mongolian permanent residents by age, in percentages, 2007

Source: Information from National Statistics Office, 2007.

Until the 1990s the Government implemented a policy of supporting births
which led to high population growth. Also, thanks to investments made in social
and economic infrastructure, the mortality rate declined. Nevertheless, during the
last decade of the 20th century, coinciding with the “shock” of transition to a
market economy, living standards began to drop because of the social and
economic changes, while the population stopped growing because of reduced
fertility. Those transitional developments became issues for national concern; but
as people adapted to new circumstances and policies, the social and economic
climate improved and the birth rate and population growth increased.

Of the demographic issues of concern in the health sector, maternal mortality
remains  paramount. (See figure 4.11.)
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Figure 4.11. Maternal mortality ratio per 100,000 live births, from 1997 to 2007

\

Source: National Centre for Health Development, Health Indicators Yearbook 2007.

According to health professionals, maternal mortality increases when mothers
do not receive prenatal care during their pregnancy or they receive the care at a late
period of their pregnancy. Failure to receive a doctor's care results from both financial
constraints and personal ignorance. Mortality occurs more often among poor mothers
than rich ones; and the poor are more likely to give birth to lower-weight babies.

Poor people’s monthly health expenses are four times smaller than those of
middle-income people. In addition, during the economic transition many women and
children became victims of societal changes as there were insufficient means to protect
their rights, and eventually they became a dominant part of the “vulnerable group”.
Women were thus more severely affected by unemployment and poverty than men and
more women shifted to the informal sector and household labour. That had the negative
consequence of creating an insecure workplace, overtime working and other stressful
conditions. However, Mongolia has recognized mothers and children as national
reproductive wealth and has created a favourable legal environment for them. An example
is the Social Health Insurance Law that states “examinations, tests and treatments
prescribed by doctors for mothers before and after birth shall be performed free of
charge regardless of their insurance status”.

The Government of Mongolia approved its Gender Equality National Programme
by a Government resolution of 2002 and systematically organized action to implement
the programme, which has been evaluated as a milestone in ensuring gender equality.

Many people think that gender issues concern only women. But in recent years
the attention paid to men has also increased, as they live shorter lives than do women
owing to disease caused by unhealthy habits. One of the main objectives of the health
sector is to extend life expectancy. Thus several centres were established with the
purpose of protecting people’s health and making men healthier by delivering anti-
stress and depression treatments and advice.

However, the outcomes have not been positive. According to a survey carried
out in 2000, the total literacy rate grew by 1.3 per cent compared with the 1989 rate,
but literacy among men dropped by the same percentage because many boys had left
school during the decade of economic transition. In spite of this, many young people
want to become educated in order to improve their lives. Unfortunately, there is an
excess of personnel with university degrees, for the number of available jobs. Since the
1990s, after the transition to a market economy, the role of women in society has
grown, as they have received more education than men. Unfortunately, there is still a
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continuous tendency among employers to discriminate against women who usually
need time off to bear and raise children.

The national programme for gender equality has been approved by the
Government and shall be implemented until 2015. The programme's objectives are to
improve people's livelihood, to mitigate negative factors in society through ensuring
equal participation of men and women in development issues and creating favourable
conditions for them to enjoy equal benefits from societal wealth.

4.6.2. Recommendations as to gender issues

• Reduce the number of vulnerable people through building up social
protection for mothers and children.

Proposed action: To improve quality and coverage of social protection,
activities are targeted at mothers and children.

Outcome: The number of vulnerable people would decline.

• Link gender equality issues in the health sector with documents
developed within Millennium Development Goal objectives (for instance,
poverty mitigation and gender equality programmes).

Proposed action: To organize training and surveys about gender equality
and reproduction issues.

Outcome: People would broaden their knowledge of gender equality which
would be helpful to ensure the goals of respective programmes.

• Introduce a family health insurance system.

Proposed action: Study experiences about family insurance systems.

Outcome: All members of a covered family would be able to access
insurance benefits.

• Focus on extension of life expectancy as one result of the social health
insurance policy.

Proposed action: Reflect in health strategy policy documents.

Outcome: Increasing the contribution to national development by
extending life expectancy would improve the quality of life and health of
the population.
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Acronyms and Abbreviations

EPI expanded programme for immunization

HCFP Health Care Fund for the Poor

HI health insurance

IEC information, education and communication

MOH (Viet Nam) Ministry of Health of Viet Nam

NHTP national health target programme

VND Viet Nam Dong (currency)
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Health financing constitutes one of the four major functions of the health system.
Health financing policies are most important tools for fulfilling health-care objectives.
Pro-poor policies help to ensure that all people have access to health-care services
when needed.1

This report provides an overview of the health financing system in Viet Nam,
focusing on the implementation of existing financing policies related to the objective of
universal health care. The analysis takes into account the multi-sectoral collaboration
required in attaining the goal of universal coverage.

This study also analyses the importance of health promotion schemes in universal
health-care programmes and their role in making such schemes sustainable. The analysis
includes the main challenges, critical needs and constraints in financing of health
promotion schemes in Viet Nam.

The study is a review based on available literature related to the aspects of
concern. While literature on the health financing system as well as assessments of
implementation of some policies related to universal health care are relatively diverse
and comprehensive, data on financing for health promotion are very limited and scattered.

5.1.  Health Policy Impacts on Financing

The right to have personal health protection and care constitutes one of the
major rights of every Vietnamese citizen. That is stated in the Constitution of the Socialist
Republic of Viet Nam of 1992: “Every citizen is entitled to benefit from health protection”.2

It is also specified under the Law on People’s Health Protection and Care of 1989:
“Health is the most precious property... Every citizen is entitled to have health protection,
rest, recreation and doing physical exercise; ensured hygiene in labour, nutrition, living
environment and receive health care services”.3  In other words, every citizen is entitled
to benefit from health care in a comprehensive manner, including health promotion and
preventive and curative care. The Strategy for Health Care during 2001-2010 states
clearly: “Strive so that every Vietnamese citizen can benefit from primary health services,
access to and utilization of quality health care services”.4

According to WHO, universal coverage of health care is defined as “access to
key health promotion, preventive, curative and rehabilitative health intervention for
all, at affordable costs”.5   Universal coverage creates equity in access. In order to
achieve universal coverage of health care, public funding, often in the form of general
taxes along with a combination of social health insurance and other pre-payment
schemes, has been applied in different countries. Strategy for health-care financing for
countries of the Western Pacific and South East Asian regions for the period from 2006
to 2010 by WHO has identified the strategies to achieve universal coverage of health

1 WHO, Strategy on health care financing for countries of the Western Pacific and South-East Asia
Regions (2006-2010) (Geneva, WHO, 2006; hereinafter “WHO, Strategy on health care financing”).

  2 Constitution of Socialist Republic of Viet Nam (1992).
  3 Law on People’s Health Protection and Care (1989).
  4 Strategy for People’s Health Care and Protection of 2001-2010 issued in conjunction with Decision

No. 35/2001/QD-Ttg, dated 19 March 2001.
  5 WHO, Strategy on health care financing, supra.
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care consisting of: (1) defining and providing essential health services of assured
quality to all citizens; (2) increasing public financing for the poor and the vulnerable;
(3) advocating social solidarity; and (4) implementing innovative financial protection
and social safety measures for health.

Before 1989 in Viet Nam, every citizen received free health services. At the
time, the national health system was solely public in terms of health service provision
and financing. In 1989, the policy on partial user-fee charges in public health facilities
came into being, marking an important change in the health system. By paying when
using health services, the population participated in funding for health care,
supplementing governmental budget support. In 1993, Decree No. 299/HDBT was
issued under which the Regulation on Health Insurance was published. Since then,
health insurance (HI) has officially become a source of financial support for health
care. Together with other health financing sources, private health service provision
was officially permitted and it has increasingly evolved.

Health care in Viet Nam has thus been transformed into a public-private mixed
system in terms of service provision and financing. Household health expenditure has
increased and accounts for 60 per cent of the total health expenditure of the entire
society.6  Differences in utilization of health services between various population groups
have grown, coupled with gaps in living standard. All these circumstances challenge
efforts for fulfilment of universal health care. However, the Vietnamese Government
still pursues the objective of equity in health care. The share of the Government budget
for health has increased over time and tended to move from subsidies for service
providers to support for service users, with programmes targeting specific groups
such as the poor, children under six-years-old, the near poor and populations in
disadvantaged areas. Efforts to expand coverage have promoted universal HI.

5.2. Financing Policies to Achieve Universal Health Care

5.2.1. Orientations of the Party and Government on health financing policies

Document of 10th National Party Congress

The national objective for health care during the period 2006 to 2010, as set by
the 10th National Party Congress, is: “To renovate and improve quality of people’s
health protection and care to meet the requirement in the human development
strategy”. The document also specified tasks related to health financing, emphasizing
increases in Government budgets for the grass-roots-level health-care system and
preventive health care as well as support for access to health services by social
policy beneficiaries, the poor and low-income groups. In parallel, with revision of the
user-fee policy in the principle of identifying full costs of health care, the Government
would support user fees for the poor and social policy beneficiaries, in full or part,
through an HI system and provide free health care for children under six-years-old.

5.2.2. Public health care and protection strategy in the 2001-2010 period

In order to achieve the objective of universal health-care provision, the following
resolution on health financing was introduced in the Strategy for the People's Health
Protection and Care of 2001 to 2010:

• State investment for the health-care service shall take the lead in revenues for
the health sector. Efforts will be made to allow higher regular expenditures
for health service from the total State budget. Priority shall be given to poor,
mountainous and remote areas, focusing on preventive services, traditional

6 Ministry of Health, National Health Accounts 2000-2006 (Hanoi, 2008; hereinafter “Ministry of Health,
NHA 2000-2006”).
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health services, maternal and child health care and primary health care in
local medical units, providing health services to the poor and priority targets.

• Hospital fees shall be adapted in accordance with costs incurred, level of
investment and affordability of the public.

• Coverage of voluntary HI shall be extended, consolidating and extending
the compulsory HI system to the whole public.

Resolution No.46/NQ/TW of the Policy Bureau on public health care, protection
and improvement

On 23 February 2005, Decree no.46/NQ/TW was promulgated by the Policy
Bureau on public health care, protection and improvement. Accordingly,
development of a universal HI system takes one of the highest priorities among
instructions provided by the Decree. Strengthening the socialization of health services
goes in line with the increased State investment to support health care for the poor
and prioritized targets. A series of financial policy revisions in health care has been
introduced to achieve objectives set out in the decree, including: swiftly increase
the ratio of public finance sources; gradually decrease direct payments from patients;
upgrade medical units or health-care facilities; give priority to local health networks;
ensure financial support from the Government for health service to the those awarded
merit in the national revolution, the poor, children under six-years-old and targets of
social policy priority; develop and implement a road map for universal HI early in
2010; and develop a policy for hospital fee collection on the basis of accurate and
sufficient calculation of direct costs for patient services, with transparent information
to the public on collection of and cost items from hospital fees.

Thus, governmental budgeting still takes the lead role in advancing toward
equity in health care, targeting priorities of health care for poor people, poor areas
and vulnerable groups, and preventive health care and health promotion. In the
market-oriented Vietnamese economy, the health sector is affected by conditions
of supply and demand that may threaten achievement of goals; so the Government
is responsible for taking appropriate preventive action, especially with regard to
health promotion, preventive care, primary health care and health care for poor
people, poor areas and vulnerable groups.

5.2.3. Policy on enhancing grass-roots health system

Directive No. 06-CT/TW of the Party Executive Committee on strengthening and
development of grass-roots health network dated 22 January 2002

The Directive identified the grass-roots health network (including village,
commune and district health facilities) as being closest to the population, hence it
should ensure basic health care at low cost for every person. In order to strengthen
and develop the grass-roots health system, the Directive cites the importance of
investments in its human resources, infrastructure and stable financing for recurrent
activities. The Directive also emphasizes the advisability of investment in the network
in remote, mountainous areas. In addition, HI development in rural areas is also
mentioned: “Reviewing practical experience to set out financing support policies
for developing HI in rural areas, especially HI for the poor, social policy beneficiaries
and peasants.”

Implementation of National Health Programmes

Decision No. 190/2001/QD-Ttg, dated 13 December 2001, approved the National
Health Target Programme on Social Diseases, Dangerous Epidemics and HIV/AIDS
Control, from 2001 to 2005, including 10 specific programmes. The Decision specified
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funding sources, including:

 • Central Government budget share, including fund for civil works and
administration.

 • Foreign loans and grants.

 • Local government budget.

 • Other sources.

However, in practice, funding is mainly derived from governmental budgets,
loans and grants. The national health target programmes (NHTPs) are viewed as an
effective tool for regulating budget between rich and poor provinces in order to
enhance equity. On 17 July 2007, the Prime Minister signed Decision No. 108/2007/
QD-Ttg approving National Health Target Programmes on Social Diseases Control,
Dangerous Epidemics and HIV/AIDS, 2006 - 2010. In that new phase, a total of 10
projects are included in NHTPs, three less than in the period from 2001 to 2005: the
projects include dengue fever, goitre and food safety, newly cancer control,
reproductive health control and military-public health combined.

Health care for the poor: Decision 139/2002/QD-TTg

The “health care for the poor” policy has always been a matter of particular
Government concern. As soon as public medical units were allowed to collect fees,
the Government developed a financial support mechanism for health-care services
for the poor. However, only when the Decision 139/2002/QD-Ttg of the Prime Minister
was promulgated in October 2002, support to the poor was brought to a higher
level in terms of beneficiary scope and support level. According to the decision, a
health-care fund for the poor was set up at the provincial level that allocated VND
70,000 per capita to accommodate free health-care services for the poor and former
beneficiaries on an ethnic group and location priority basis (ethnic minorities in six
Northern provinces, five highland provinces and 135 communes). Of which, VND
50,000 is provided from the Central Government budget and the remaining budget
is contributed by provincial budgets. Preliminarily, the fund was used to buy an HI
card for the poor or for direct payment to medical units providing free treatment
services to targets of Policy 139.

Recently, the Government enacted Decision No. 289/QD-Ttg dated 18 March
2008 on policies supporting ethnic minorities, social policy households, poor and
near-poor households and fishery households. From 2008, the support for the HI
premium of the poor will increase from VND 80,000 per capita per year to
VND 130,000 per capita per year and 50 per cent of the HI premium for members of
near-poor households enrolling in the voluntary HI scheme.

Health care for children: Decree 36/2005/ND-CP on implementation of some
articles in the Law for Protection, Health care and Education to Children
introduced on 17 March 2005

Viet Nam was one of the first countries to sign the International Convention
on the Rights of the Child in 1999. Health care is considered a basic right of Vietnamese
children which needs to be ensured by the Government. In order to realize this
commitment, the Government has promulgated the Decree No.36/2005/ND-CP, in
which, Article 18, Chapter 3 on responsibility to ensure basic child rights clearly
states that children under six-years-old shall enjoy free health services at public
medical units. Children are provided with an HI card for free service at public medical
units. The Decree clearly provides instructions on budget estimation for health-care
services for children under six-years-old at both central and local levels. At the
central level, the Ministry of Health (MOH (Viet Nam)) and ministries having medical
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units will prepare budget estimates for health care for children under six-years-old
to be submitted to the Ministry of Finance for consolidation and approval together
with the State budget estimates. At the local level, based on statistics of children
under six-years-old, the Department of Health will prepare budget estimates for
health care for children under six-years-old to be submitted to the Department of Finance
for consolidation and approval by the provincial People’s Committee. Those provinces
facing difficult conditions will be supported from the central budget according to the
Law on State Budget to ensure funding sources for health care for children under six-
years-old. Public medical units process payment for health-care for children under
six-years-old based on current hospital fees.

Social mobilization for health care: Decree 05/ 2005/NQ-CP on strengthening
the socialization of education, health service, culture and sport activities

In the context of increasing need for health care and growing health expenditure,
as in many other developing countries, Vietnamese public health programmes are
always under-funded. To counter the shortfalls, a policy on social mobilization in health
was declared to mobilize as many resources as possible in society for promoting
health care and protection.

Regarding the policy of strengthening the socialization of health service, the
Government promulgated the Decree No.05/ 2005/NQ-CP dated 18 April 2005 on
strengthening the socialization of education, health service, culture and sports activities.
The Decree establishes the continuing direction of policies and solutions to ensure
the development and promotion of education, health service, culture and sports
activities.  It confirms that the Government should continue to increase investment in
health services and ensure adequate budgetary support for public health, improve
the speed and quality of HI, consolidate and extend the scope of compulsory HI for
implementing a variety of HI types, meeting public needs; strengthen HI based on
contributions of insurers with support from the Government and other funding sources;
encourage voluntary HI; revise hospital fee policy on the basis of accurate and sufficient
calculation of direct costs of patient services; gradually move from budget allocation
to cover current operational costs of health-care units to direct grants for beneficiaries
of the State medical services via the HI system. The policy, at the same time,
encourages education, health, culture and sports units to improve their capacity to
support themselves and gradually reduce their dependence on the State budget.

Health insurance policy: Decree 63/2005/ND-CP

During 16 years implementing HI policy, three documents have been issued
to mark adjustment of this policy: Decree No. 299/1992/HDBT dated 1992 which,
for the first time ever, stated Rules on HI; then came Decree No. 58/1998/ND-CP
issuing revised Rules on HI compared with Decree No. 299 and in 2005, Decree No.
63/2005/ND-CP was enacted stating revised HI rules compared with Decree No. 58/
1998/ND-CP. One of the important changes in Decree No. 63 is regulation on
supplementing beneficiaries under Decision No. 139 into the group of compulsory
HI scheme enrolees. That adjustment, based on preliminary assessments, indicates
advantages of providing HI cards to the poor as well as supporting universal HI.

Implementation of the policy brought sudden expansion of HI coverage in
2006, developing a financial protection mechanism for the poor in face of increased
medical costs, improving access to medical services for the poor. Apart from
expanding the scope of compulsory health insurers, Decree No. 63 also allows
increased benefits for compulsory health insurers, increased payment of
high-technology services, payment of treatments upon request, and payment of
health-care services at private medical units.
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Financial autonomy: Decree 43/2006/ND-CP on ownership and accountability for
implementing tasks, structural organization, employment and finance applicable
to public administrative organizations

The Decree transforms public administrative units into service providers,
helping to strengthen ownership and reduce dependence on State budgets for
their activities, as detailed in the Decree 10/2002/ND-CP on the financial
mechanism applicable for income-generating, public-service organizations. After
four years of implementation, the Decree 10 was amended as Decree 43/2006/
ND-CP of 25 April 2006, assigning ownership and autonomy to all public
administrative units and covering such aspects as task performance, institutional
arrangements, employment and finance.

Decision 153/2006/QD-Ttg on a master plan for the development of the health
system in Viet Nam to 2010

On 30 June 2006, the Prime Minister signed the Decision 153/2006/QD-Ttg
issuing the master plan for the development of the Vietnamese health system to
2010. Financial solutions as stipulated in the Decision follow consistently the
directions and principles stipulated in Decision 35/2001/QD-Ttg, including the
following important and highlighted solutions:

• Create a breakthrough in the rate of State investment in the health sector,
to ensure funding for implementation of governmental policies for health
care for accredited persons, the poor, children under six-years-old and
other social policy beneficiaries.

• Revise the cost norms for regular expenditures from State budgets for the
health sector with priority given to provinces in mountainous and difficult
areas.

• Gradually change the granting of State funding for regular expenditures
of health-care units into direct grants for health service beneficiaries through
HI, in compliance with the user-friendly principles for health service
beneficiaries. Develop cost norms for hospitalization to ensure sufficient
and reasonable costs incurred by patients.

• Research and revise the policies for expenditure and payments for
preventive health services concerning services authorized by the
Government, supplementing part of basic expenditures and generating
income for investment for such services.

• Implement the socialization of the health sector in accordance with Decree
05/2005/NQ-CP on accelerating socialization in education, health, culture
and sports.

• Accelerate the empowerment, ownership and accountability for
implementing tasks, administration, employment and finance for public
health organizations in accordance with Decree 43/2006/ND-CP

5.3. Overview of the Health-care Financing System

From the health expenditure perspective, total health expenditure has tended to
increase remarkedly in terms of both current and constant values (figure 5.1).
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Figure 5.1. Total health expenditure in current and constant values,
2002 to 2006

Source: Ministry of Health, National Health Accounts 2000-2006 (Hanoi, 2008).

The ratio between total health expenditure and GDP has increased on an annual
basis, amounting to 6.44 per cent in 2006. The ratio in Viet Nam was higher than that in
many other countries in the region, such as China (4.7 per cent), Thailand (3.5), Singapore
(3.7) and Malaysia (3.8).7

Given total per capita health expenditure, the health financing system in Viet
Nam has evolved swiftly from a very low level of health expenditure (USD 26 per capita
in 2003, according to the National Health Accounts of 2006), to a level that surpassed
the minimum level of poor countries8  and was estimated to have attained USD 45 per
capita in 2006 (figure 5.2).

Figure 5.2. Average health expenditure per capita, 2000 to 2006

Source: Ministry of Health, National Health Accounts 2000-2006 (Hanoi, 2008).

5.3.1. Financial resources

The health financing system in Viet Nam is multisourced, mobilized from
governmental budgets, social health insurance funds (compulsory and voluntary9 ),
grants, direct household payments and contributions by non-governmental organizations
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and individuals. As estimated by MOH (Viet Nam), in 2006, the household spending
accounted for 61 per cent of total expenditure on health; the Government budget
accounted for 18 per cent; social insurance accounted for 11 per cent; other non-
governmental sources accounted for 8 per cent and grants accounted for 2.3 per cent
(figure 5.3).

Thus, as estimated by MOH (Viet Nam), in 2006, public financing (including
governmental budgets, social insurance and grants) only accounted for 31 per cent of
total health expenditure of the country as a whole.

Of the financing resources mobilized, personal moneys paying direct user fees
and indirect expenses still account for a high percentage. In recent years, the Government
has allocated money for implementing a policy on free health care for the poor and
children under six-years-old, constituting a significant leap in the process of attaining
the objective of equity and efficiency in the health-care system.

Figure 5.3. Composition of total health expenditure, 2006

Source: Ministry of Health, National Health Accounts 2000-2006 (Hanoi, 2008).

Governmental budgetary share

Governmental budgets in this report are defined as the sum of outlays by
governmental entities to purchase health-care services and goods. They comprise the
outlays on health by all levels of government and social security agencies, and direct
expenditure by parastatals and public firms. Besides domestic funds, they also include
external resources (mainly as grants passing through the Government or loans channelled
through the national budget).10 Therefore, governmental budgets are comprised of
budgets allocated to State health facilities and budgets to provide HI cards to groups
such as the poor, meritorious persons and pensioners. Income tax in Viet Nam, typically
for a developing country, only accounted for 1.94 per cent of total budget revenue in
governmental budgets in 2003. Stability and annual growth of GDP at some 8 per cent
facilitates increases in the Government budget share for health. In 2006, that share was
twice as much as in 2002. Figure 5.4 indicates that from 2003 to 2006, the Government
budget for health in terms of current value increased over the years at different rates,
while in terms of constant value, continuously decreased during 2003 and 2004, and
only increased again in 2005.
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Figure 5.4. Government share of health budget in current
and constant values, 2002 to 2006

Source: Ministry of Health, National Health Accounts 2000-2006 (Hanoi, 2008).

As a proportion of GDP, the governmental budgetary share for health accounted
for 1.4 per cent in 2006. According to National Health Accounts data, from 2002 to
2006, the percentage of governmental budgetary expenditure on health as a proportion
of total health expenditure of the entire country did not reach 5 per cent. In 2006, that
indicator was 4.24 per cent despite a significant increase in the Government health
budget.

One of the strengths of Vietnamese health financing policy is free health care for
specific target groups. The Government has set aside a certain amount of funding to
cover free health care for the poor (since 2003) and children under six-years-old
(since 2005).

Health insurance

HI, 15 years after being in use, has become an important source of finance for
the health financing system of Viet Nam. HI constitutes a social policy organized
by the Government to mobilize contributions from the community, to share risks of
sickness and to reduce the financial burden on individual citizens during
sickness and to generate financing for health facilities. It comprises two components:
compulsory HI and voluntary HI. The compulsory HI scheme covers civil servants,
pensioners, salaried workers in State-owned and private enterprises, Vietnamese
workers in foreign-owned firms, international organizations and some special groups
under social protection. The poor have been included in the scheme in accordance
with Decree No. 63 in 2005. Voluntary HI targets dependants of the compulsory
members, farmers and workers in the informal economy and school children over the
age of six years.

The number of HI enrolees has increased rapidly over time. HI coverage has
continued to expand. In addition to formal-sector workers, many groups of social policy
beneficiaries have also benefited from HI with governmental subsidies for premiums for
the poor and those who have rendered meritorious service to the country. In 2006, the
enrolment totalled 36.8 million people, representing 42 per cent of thenational
population. Most HI enrolees are the poor, however, or other social policy beneficiaries
subsized by the Government.11 Of the total number of HI enrolees, those within the
compulsory scheme, including the poor, account for 72.5 per cent, while the remaining
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11 Ministry of Health, Joint annual health review 2007 (Hanoi, 2008).
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27.5 per cent belong to the voluntary one. In the voluntary HI scheme, students account
for 72.4 per cent and the rest comes from other groups.12

Benefits for HI enrolees have gradually expanded. Funding mobilized from HI
schemes has played an increasingly important role. The proportion of income from HI
in the general Government budget for health grew from 21 per cent in 2002 to 61 in
2006. Compared with total health expenditure, contributions from HI also increased
from 4.4 per cent in 2002 to 11 in 2006.

Grants and external loans

Grants and loans for health have made significant contribution to offset the
inadequate proportion from governmental budgets. Grants and loans in 2003 amounted
to VND 829 billion. They steadily increased in the past four years (2003 to 2006) to VND
1, 397 billion in 2006.13  However, the amount of grants as a proportion of total national
health expenditure has not increased, ranging from 2.59 per cent (2003) to 2.30 (2006).

The two major forms of grants are development and non-governmental grants. In
2006, MOH (Viet Nam) managed 52 projects supported by overseas development
assistance with a total investment of more than USD 624 million of which 56 per cent
was the share of overseas development assistance loans, while grant projects accounted
for 44 per cent.14  However, the acquittal percentage of all projects in 2006 was
approximately USD 111 million (17.8 per cent of total investment).15  Grants are mainly
concentrated in technical assistance, while loans are used mainly in upgrading the
health system.16  In 2006, the MOH (Viet Nam) approved 58 non-governmental projects,
amounting approximately to USD 17 million.

Analysis of external assistance shows that the majority of grants were concentrated
in hospital service (26.4 per cent), primary health care (22.4) and communicable disease
prevention (18.5). Some prioritized areas were not well supported by donors, such as
non-communicable disease prevention (0.03), nutrition (0.7), traditional medicine (0.5)
and training (0.5). The distribution of projects by regions across the country was uneven.
The number of grant projects was highest in the Mekong Delta (209) and the South East
(87). The North West and Central Highlands had the lowest number of projects (29).17

Household out-of-pocket expenditure on health

Typical of developing countries, household out-of-pocket expenditure on health
in Viet Nam accounted for a large part of the total health expenditure picture. As estimated
by the MOH (Viet Nam) Department of Planning and Finance, the household share
declined from 63 per cent in 2000 to 55 in 2003.18  However, it rebounded in 2004, from
63.9 per cent in that year to 65.8 in 2005 and 62.8 in 2006, according to National
Health Accounts of 2004 to 2006. Despite efforts to increase public finance for health
(from Government budgets, foreign aid and HI), household expenditure for health as a
proportion of total national health expenditure is still high, adversely affecting the goals
of equity and efficiency.

12 Ministry of Health, Report on 15 years of implementation of Health Insurance policy (Hanoi, 2007;
hereinafter “Ministry of Health, Report on 15 years of implementation”).

13 Estimates provided by Department of Planning and Finance, Ministry of Health.
14 Ministry of Health, Health Report 2006 and Plan on people’s health protection, care and promotion in

a sustainable development orientation (Hanoi, 2007).
15 Ibid.
16 Department of Planning and Finance, Ministry of Health, “Report on health financing sources”,

presented at workshop organized by the Central Committee on Science and Education, Hanoi,
September 2006.

17 Viet Nam-Sweden Health Cooperation Programme, Inventory of granted projects in the health sector
up to the year 2005 (Hanoi, 2006).

18 Ministry of Health,  National Health Account 1998-2003 (Hanoi, Statistics Publishing House, 2006;
hereinafter “Ministry of Health, NHA 1998-2003”).



135

Chapter V Viet Nam: Review of Financing of Health-care,
including Health Promotion

Of the total household expenditure on health, 30 per cent is used in paying user
fees at health facilities (both public and private), and the remaining 70 per cent is spent
on medicines and medical consumables from retailers.19  From analysis of expenditure
on hospital stays of householders, only 48 per cent went for user fees and the remaining
52 per cent for indirect expenses on medicines and extra services outside hospitals,
such as food, lodging, travel and gifts for health workers.20  At higher levels of care, the
patient pays more in indirect expenses. Around 80 per cent of out-patient expenditure
of households is on medicines and HI, while indirect expenditure accounts only for 21
per cent. Expenditure on curative care increased significantly between the provincial
and central levels, for both in-patient and out-patient services. Household expenditure
on health increases in direct proportion to people’s affluence. The average expenditure
on an in-patient course of treatment by wealthy households is three times as much as
by poor households, while it is twice as much in the case of out-patient care.

Of total annual household health expenditure, self-medication accounts for
around 29.8 per cent; that indicator for poor households is 38.4 per cent compared
with 32.9  for medium-income households and 24.2 for the rich.21  The burden of
health expenditure on the poor is heavier than that on the rich. The payment of
direct user fees in an in-patient course of treatment for the poor household is
equivalent to 17 months’ non-food per capita expenditure, while it is eight months’
worth for the rich.22  The proportion of households that bear catastrophic health
expenditures (more than 40 per cent of household expenditure as measured against
total household non-food expenditures) in Viet Nam is quite large compared with
many other developing countries (at 8.2 per cent in 2004).23  The burden of health
expenditure causes many households to take loans. Around 34.5 per cent of medium-
income in-patients without HI have to borrow to pay for health services.24

5.3.2. Financing allocation

The Government budget for health is allocated at central and local levels.
According to National Health Accounts data, governmental budgets in 2006 were
allocated to central, province, district and commune levels in corresponding proportions
of 36.8, 44.7, 16.2 and 2.3 per cent, while the proportion of reimbursement from HI
funds for health care at the central level was 18.9 per cent; at provincial/district level,
74.4; and at commune level, 6.7. Such a picture reveals a relatively high level of financing
decentralization.

Most of the budget is used to fund curative care. National Health Accounts
figures show that the amount allocated for curative care as a proportion of total revenues
for health was 84.8 per cent, while only 13.8 per cent went for preventive care (in
2005).25  Of the total amount allocated for preventive care, public health funding (including
foreign aid) accounts for approximately 60 per cent. The proportions of expenditure on
curative and preventive care at central and local levels are different. At the central level,
expenditure on preventive care accounted for 38.5 per cent. At the local level, only 21
per cent was spent on preventive care while approximately 80 per cent was spent on
curative care.26  That difference between central- and local-level allocations reinforces
management concerns over the tendency at local levels to spend more on curative

19 Ibid.
20 Ministry of Health, Report on Viet Nam National Health Survey 2001-2002 (Hanoi, 2004).
21 Duong Huy Lieu, et al., “Health financing from household and user perspective”, Technical report,

Ministry of Health, Hanoi, 2005 (hereinafter Lieu, et al, “Health financing from household and user
perspective”).

22 Ibid.
23 Tran Tuan, et al., “Catastrophic health expenditures in Viet Nam 2000-2004”, Technical report (Hanoi,

2007).
24 Lieu, et al, “Health financing from household and user perspective”, supra.
25 Ministry of Health, NHA 2000-2006, supra.
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than preventive care. Strengthening the decentralization of management tends to
reinforce that phenomenon if left unattended. Disproportionate health expenditure on
curative care is a common problem in developing countries where funding is not sufficient
to meet all the needs; at the policy level, preventive rather than curative care is considered
the best strength of public health programmes. Assessments have proven that the cost-
effectiveness of investments in preventive interventions is typically far higher than that in
curative care. The fundamental concern is that balance of fund allocation between
curative and preventive care should be sufficient to achieve the health-sector programme
objectives.

Recurrent expenditure accounted for 91.3 per cent of all health financing.27 Of
the total of less than 10 per cent expenditure on capital investment, the Government
share was the largest at 70 per cent.28 The Government budget share for development
investment accounted for 37 per cent, of which 46 per cent came from the central level
and 51 per cent from the provincial level. Thus, the Government budget for development
investment increased as a proportion of its total health budget. In 2002, funding for
development investment absorbed 32.2 per cent of the total Government budget for
health.29 Investment in upgrading infrastructure and medical equipment is a policy concern
for quality improvement in health service provision. Decree No. 43 on empowerment of
autonomy for public entities states that funding for development investment should at
least account for 25 per cent of increased income.

Obvious differences exist between regions and localities nationwide in levels
of per capita health expenditure. In 2005, the total average per capita health
expenditure in the South East and the Red River Delta was the highest among the
eight socio-economic regions, at VND 936,000 and 766,000, respectively. The figures
for the Northeast and Northwest were lowest of all: VND 347,000 and 337,000,
respectively. Per capita health expenditure in the Northern Mountainous area was
only one-third of that in the South East.30 Analysis of level of Government expenditure,
including that from HI funds, in eight socio-economic regions showed that the highest
was the Red River Delta at VND 211,000 per capita, followed by the South East at
VND 196,000 per capita. The two regions with the lowest Government budget share
for health included the Mekong River Delta at VND 45,000 per capita and the Central
Highlands at VND 62,000 per capita. Although a priority index was applied in budget
allocation for the mountainous region, the Government budget for health in this
region was relatively small.

5.3.3. Financing management and utilization

Payment for health services

The method of reimbursing for health services is a determinant of efficiency in
using financial resources. In the past, when the Vietnamese health system relied solely
on the Government budget, the public health programme was budgeted according
to operational plans with funding allocated to line items and expenditures were
accounted for on the same basis after each fiscal year. During the reform process,
when the health financing system was transformed into a mixed, multi-source system,
the method of allocating governmental budgets for public hospitals was changed to
a certain extent, but the reimbursement method within HI schemes and the method
whereby enrolees paid user fees did not change, being based on user fees. In the

26 Ibid.
27 Ibid.
28 Ibid.
29 Ministry of Health, NHA 1998-2003, supra.
30 Ministry of Health, NHA 2000-2006, supra.
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private health sector, there is no other method than the user fee-based one. This
reimbursement method is inappropriate to the current health financing system, which
lacks a scientific basis for identifying costs and a quality monitoring and assurance
system as well.

The current HI system covers curative care expenditures for more than 40 per
cent of enrolees, including Government employees and formal-sector employees,
pensioners, social policy beneficiaries and the poor, among others, as well as voluntary
HI enrolees. HI agencies sign contracts with health facilities and reimburse service costs
based on user fees according to the price frame determined by the Government and
specific prices for each type of service as determined by local governments. The patient
(excluding prioritized groups) makes a co-payment without ceiling for some high-tech
health services.

Currently, the Government uses its budget to “purchase health services” for people
and reimburse for curative and preventive health facilities in three ways: first, directly
budgeting public health facilities so that they can provide preventive and curative
services; second, allocating governmental budget for purchasing HI for some target
groups (including more than 14 million poor people) and then the HI fund reimburses
for health services to health facilities (both public and private) according to the method
presented above; third, the Government pays for health services for children under six-
years-old through user fees.

Governmental budgeting for health services

At the central level, the Government budget for health is allocated to provinces
and municipalities using population size and a regional adjustment coefficient. At
provincial and local government levels (People’s Councils, People's Committees)
governmental allocations for public health facilities (both preventive and curative) are
mainly based on the number of beds or staff members as reported in archival records.

Using governmental budgets to pay for health services provided for the poor
through HI

In implementing its policy on budget support for the user of health services
instead of subsidizing the service provider, the Government issued Decree No. 63/
2005/ND-CP and new HI rules, consequently subsidizing more than 14 million poor
people through HI. Transformation in Government reimbursement for health services
to the poor based on user fees has thus taken three stages: from direct budgeting
(before 2003) to reimbursement based on user fees directly to hospitals (2003 to
2005) to reimbursement through HI funds (since 2006).

Payment for services for children under six-years-old

To implement the Convention on the Rights of the Child the Government has
over many years executed a policy on free health services for children and, since
2005, a policy on payment for health services for children under six-years-old. Around
10 million children under six-years-old are covered by the Government budget for
health services. The payment method employed in public health facilities is based
on user fees: health facilities are reimbursed by listing the services provided and
submitting them to the relevant provincial health bureau. In addition to the
weaknesses of the user fee-based payment method, the available capacity and
mechanism for monitoring and quality assurance are additional weaknesses related
to payment for health services for children under six-years-old.
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Implementation of financial autonomy in public health facilities

Empowerment of autonomy to public entities in compliance with Decree No.
10/2002/ND-CP and, later, Decree No. 43/2006/ND-CP has marked an important change
in terms of financing management in many entities, including public hospitals. The
policy allows hospitals autonomy especially in terms of financing and human resource
management in order to facilitate consistency in managing income and expenditure,
and enhance income-generation by public entities to fund their own activities.

Objectives of the policy on hospital autonomy are clearly stated in Decree
No. 43, including:

 • To empower alertness, determination and accountability in income-generating
public entities, first of all for heads of those entities.

 • To enhance responsibility of State regulation and investment in recurrent
activities; to assure that social policy beneficiaries, ethnic minorities and
populations in remote, mountainous and extremely disadvantaged areas are
provided with improved health services.

 • To promote generation of income and diversification of types of income.

 • To increase income for employees.

This policy is considered as a policy tool to increase technical efficiency in
delivering health services by providing strong economic incentives to hospital staff
and empowering hospital managers. However, all those incentives were provided in
an almost unchanged legal environment, especially policies related to user fees and
recruitment of staff. According to Decree No. 43, hospital managers are entitled to
autonomy in financial management and use of savings to increase staff income and
reinvestment in accordance with current regulations.

Decree No. 43 provided strong incentives to public hospitals to expand their
services for paying patients and reduce hospital costs. Some preliminary evaluation
of the implementation of Decree is available. However, evidence on impacts of hospital
autonomy is still limited. The following issues can be expected to emerge with
implementation of the policy.

First, since hospitals still receive recurrent budget funding in the form of a
block grant that is fixed during a three-year period, there is the risk that hospitals
may use this funding not for public health purposes but for improving quality of
services targeted to paying patients. Second, there are no effective mechanisms in
place to monitor the quality of care received by different categories of hospital patients
(for example, the insured, the poor, other categories of exempted patients and fee-
paying patients). There is the risk that the quality of services for non-fee-paying patients
will deteriorate as supply subsidies (block grants to public providers) intended to
support their care are diverted to the care of fee-paying patients.31  Third, the increase
in health service charges will create barriers to the poor and near-poor to access
health service.

For judicious implementation of Decree No. 43, therefore, the legal framework
should be improved in a consistent way to facilitate its implementation. For example,
related policies on user fees and HI should be modified with a comprehensive approach
so that they can be harmonized in tandem with hospital autonomy. On the other
hand, State budgets allocated to hospitals should be based on transparent reporting
of hospital costs so that they are used for public health purposes.

31 World Bank, Public Expenditure Review 2004 (Hanoi, 2006).
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5.4. Implementation of Health-care Financing Policies for
Universal Coverage

5.4.1. Implementation of Decision No. 139 on Health Care Fund for the Poor

Decision No. 139 marked a huge leap in financing of health care for the poor.
Earlier policies on health services for the poor proved not highly effective because they
depended on local budgets. Decision No. 139 helped to create a stable funding resource
for implementation nationwide under which beneficiaries were expanded and free health-
care services were provided at all levels for the poor, especially at the commune level.

In the initial period of implementing Decision No. 139, the Health Care Fund for
the Poor (HCFP) in the provinces took two forms: HI purchase for the poor and direct
reimbursement for health facilities providing health services for the poor. In 2004, 84 per
cent of poor people benefited from the HCFP, of whom 35.5 per cent were provided
with HI cards and the remaining 64.5 per cent benefited through the direct reimbursement
scheme.32  In the subsequent period of implementing Decree No. 63 on HI, all the
beneficiaries under the HCFP were provided with HI cards. In 2006, more than 15 million
poor people were provided with HI cards. The number of poor people holding HI cards
in 2006 was approximately five times larger than that in 2003 and nearly three times as
much as in 2005, accounting for 43.4 per cent of the total number of HI card holders
in 2006.33

Government funding allocated to the HCFP increased over time (figure 5.5). In
accordance with Decision No. 139, the level of support per poor person would be
VND 70,000, of which 75 per cent would come from the Government and the remaining
25 per cent from organizations and individuals. For those provided with HI cards from
the HCFP, the value of the card increased from VND 50,000 in 2004 to 60,000 in 2006
and 80,000 in 2007.

Figure 5.5. Funding from Government budgets for HCFP, 2003 to 2007

Source: Information from Ministry of Health, 2007.

32 Nguyen Hoang Long, a report presented at Health Partner Group Meeting, November 2007.
33 Information from Ministry of Health, 2007.
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Funding for the HCFP was mainly spent at the district and commune levels.
HCFP spending at the central level was very modest, only 5.2 per cent of the total
fund.34  HCFP spending for in-patient care accounted for some 54 per cent and for out-
patient care, 46 per cent.

The HCFP had positive impacts on the poor as regards access to and utilization
of health services. The study on “Assessment of impacts of implementation of Decision
No.139 on health care for the poor” conducted by the Department of Planning and
Financing of MOH (Viet Nam) in 2007 revealed an increase in utilization of health services
and spending on health care by the beneficiaries under Decision No.139. The findings
from the provincial survey using data from local reports also indicated that there was an
increase in utilization of health-care services by the beneficiaries between 2004 and
2006, with 37 per cent for out-patient and 45 per cent for in-patient care.35  A study
based on data from Health Statistics Yearbooks (Huong et al.) showed an obvious
increase in utilization of health services by provincial populations with many beneficiaries
under Decision No.139 from 2004 to 2006. Data from an administrative report on
implementation of Decision No.139 revealed an increase of average spending on curative
care for the beneficiaries under Decision No.139, both in-patient and out-patient.
Spending in 2006 was adjusted according to health price index to match the price in
2004. As regards out-patient care, the average expenditure on a visit increased from
VND 21,896 (2004) to VND 27,518 (2006). As regards in-patient care, the average
expenditure increased from VND 345,999 (2004) to VND 509,144 (2006).

In addition to the achievements gained from implementation of Decision No.139,
certain problems still exist:

• Despite standards for identification of poor people and issuance of HI for the
poor, identification of the target group and organization for issuing cards is
difficult, especially in remote and mountainous provinces.

• Budgetary support is limited while the need for and expenditure on health
care has increased. Support from the Government for purchasing HI cards
for the poor is still very low in relation with the average HI premium. In 2006,
the average premium was VND 50,000 compared with the general average
for all target groups of VND 130,800.36

• Beneficiaries are not cognizant of their personal responsibility and benefits.
Communication and dissemination of the policy is weak, especially in remote
and mountainous areas.

• Ability and conditions in health facilities, especially at the grass-roots
level, are limited and cannot properly meet the local need for health care
of the poor.

5.4.2. Implementation of policy on HI

Party and Government documents on health emphasize gradually achieving the
objective of equity in health care so that every person in need has access to quality
health-care services. HI is developing its coverage but is challenged by sustainability
problems in its funding. Quality of health services provided for HI enrolees should also
be assured in order to attract increases in enrolment and to retain existing enrolees.

After 14 years of implementation, by 2006 HI has managed to cover more than
40 per cent of the population and become one of the most important financing sources
in Viet Nam. Since the first HI Regulation was issued in 1992, many decrees and circulars

34 Nguyen Hoang Long, a report presented at Health Counterpart Meeting , Hanoi, November 2007.
35 Ministry of Health, Assessment on impacts of the implementation of Decision 139 on health care for

the poor, Department of Financing and Financing (Hanoi, 2007).
36 Ministry of Health, Report on 15 years of implementation, supra.
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have been enacted for revisions in HI policy, demonstrating the extent of effort dedicated
to its development and the many difficulties and challenges in the socio-economic
environment of the health system. The process of implementing HI policy since 1992
can be divided into three phases:

• Between 1992 and August 1998: implementation of Decree No. 299/HDB4,
when the policy was formed and the organizational structure developed.

• Between August 1998 and June 2005: implementation of Decree 58/1998/
ND-CP, when target groups were expanded and management consolidated.

• From July 2005 to date: implementation of Decree 63/2005/ND-CP, when HI
has been expanding to cover various social policy beneficiaries with
Government support.

Analysis of HI policy implementation covers three major aspects: expansion of
coverage, fund balancing and service quality assurance.

Coverage

HI enrolees have increased over time, especially in implementing Decree No. 63
in 2006 when 11 million poor people were provided with HI cards. In 2006 HI coverage
attained 42 per cent of the whole population. Such an extent of coverage demonstrates
that many challenges and difficulties are yet to be faced in reaching the objectives of
universal coverage.

In accordance with Decree No. 63, the compulsory HI scheme includes 14 target
groups consisting of Government and formal-sector employees, pensioners, social
policy beneficiaries and the poor, of which two groups are salaried and under compulsory
coverage.37 The remainder is subsidized by Government budget (e.g., the poor, the
elderly and those who have rendered meritorious service to the country). However,
coverage of HI among the salaried employees group is still low, with less than 50 per
cent of formal-sector employees enrolling in the compulsory scheme.  The main reason
for such low coverage is poor compliance with regulations on compulsory HI among
private enterprises. The number of people contributing premiums from their income is
small compared with the total number of HI enrolees: of 34 million HI card holders, only
6.2 million pay an HI premium (the number of people paying for a premium was only
approximately 18 per cent of the total number of HI card holders by the end of 2006).38

Vietnam Social Security has made many attempts to develop an HI scheme. By
2005, the number of members under the voluntary scheme was almost equal to those
non-poor under the compulsory scheme. To date, the enrolees of the voluntary HI
scheme have mainly been students. In 2006, they were 72.4 per cent of the total number
of voluntary HI enrolees. Currently, the student HI scheme covers around 30 per cent of
the total number of students nationwide. A very modest percentage of enrolees under
the voluntary scheme are members of the general population (around 3 million by
2006). Covering the remaining population segment by the voluntary HI scheme is the
hardest challenge in reaching the objective of universal coverage. Viet Nam has some
30 million informal workers, mainly concentrated in rural areas in agriculture. Existing
voluntary HI schemes have not demonstrated sufficient sustainability. Weak sustainability
is the result of:

• Enrolees’ inability to pay HI premiums and lack of a Government subsidy to
share the premium cost.

• Uneven interest in enrolment in the schemes owing to unattractive benefits
(e. g.,  enrolees still must contend with many indirect expenses when visiting

37 Figures provided by Department of Health Insurance, Ministry of Health and Viet Nam Social Security.
38 Ministry of Health, Joint annual health review 2007 (Hanoi, 2008).
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a health facility, and they have issues with health staff attitudes and mistrust
in quality of HI-based services).

• HI fund failure to balance its budget (owing to low premium receipts, reverse
choice, weak managerial capacity; see discussion below).

• Weak knowledge about and awareness of HI.

• Weak management capacity to undertake advocacy, communication and
programme implementation.

Fund balance

HI fund revenues have increased in tandem with increasing enrolment numbers
and the adjustment of premiums related to compulsory beneficiaries. The total
revenue of the HI fund in 2006 was some VND 4,812 billion, increasing by nearly
VND 1,800 billion compared with 2005 receipts. The Government budget still plays
an important role in the total revenue of the HI fund as all the enrolees among social
policy beneficiaries, the poor, military and public security officiers' family members
are funded by the Government budget. The total revenue from the voluntary HI
scheme accounted for some 15.5 per cent of the total revenues, while voluntary HI
enrolees accounted for 30 per cent of the total number of HI enrolees.39  In 2004, the
HI fund experienced a surplus. From 2005, especially after Decree No. 63 took
effect, funding deficits occurred and became increasingly serious. In 2005, the fund
overspent itself by nearly VND 137 billion; in 2006, the amount overspent was
approximately VND 1,210 billion.

The new HI regulation issued in conjunction with Decree No. 63 with some
adjustment in terms of benefits and payment methods has affected the possibility
of balancing the fund. Three issues affect the fund balance: low premium receipts,
increasing reimbursements to health facilities and “reverse choice” in the voluntary
HI scheme. Reverse choice creates an imbalance in funding flows when those who
enrol in HI schemes are only those who anticipate that their health-care expenses
would be larger than the premium; in other words, those at high risk. The problem
with funding is that many high-risk people using health services cannot be cross-
subsidized by a few low-risk enrolees.

The compulsory HI premium should account for 3 per cent of monthly salary
and legal allowances as regards salaried enrolees. For non-salaried enrolees, the
premium should either account for 3 per cent of the minimum salary level or 3 per
cent of living expenses. The premium of the poor and the elderly 90 years or older
is only VND 50,000 per person per year. The premium of the compulsory enrolees
increases on an annual basis according to increases in minimum salary level or
their salary increases according to seniority. The premium in the voluntary scheme
is low in order to encourage enrolment.

Table 5.1 shows the actual average premium of various groups of enrolees
from 2000 to 2006. The general average premium increased from VND 91,319 in
2000 to VND 138,103 in 2004, then decreased to VND 130,841 in 2006. The decrease
was caused by the great number of enrolees paying small premiums. Most noticeable
was the very rapid growth of enrolees who pay a low premium; i. e., the poor. They
grew from a modest 8 per cent of HI enrolees in 2000 to 37 per cent in 2006. In the
compulsory scheme (excluding the poor), the premium was higher. In 2000 it
accounted for 62 per cent of the number of enrolees and in 2006 it only accounted
for 31 per cent.40

39 Ministry of Health, Report on 15 years of implementation, supra.
40 Ministry of Health, Viet Nam Health Report 2006 (Hanoi, 2007).
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Table 5.1. Average premium by enrolee, in VND, 2000 to 2006

2000 2001 2002 2003 2004 2005 2006

Compulsory 136,690 160,807 166,422 216,136 260,317 267,317 316,178
Voluntary 28,343 22,377 27,071 33,787 37,973 43,129 67,077
The poor 30,202 23,229 16,516 30,669 42,841 43,356 49,535
General 91,319 101,587 100,306 123,107 138,103 132,037 130,841

Source: Ministry of Health, Report on 15 years of implementation of Health Insurance policy
(Hanoi, 2007).

Moreover, the total amount spent on health care from HI funds from 2000 to 2006
grew rapidly. Part of that growth can be explained by increases in coverage. However,
the growth rate of coverage was far slower than that of spending. From 2000 to 2006,
the average growth rate per year in terms of number of enrolees was 24 per cent, while
growth in health-care spending was 43 per cent.

Table 5.2 shows that the average number of out-patient visits by HI enrolees in
general increased from 2003 to 2006. The increase was rapid among voluntary enrolees,
from 0.6 visits in 2003 to 1.9 in 2006. The utilization rate of out-patient services by poor
HI enrolees also significantly increased, from 0.67 contacts in 2000 to 0.75 in 2006.

Table 5.2. Average number of out-patient visits per year per HI enrolee,
by category, 2003 to 2006

HI category 2003 2004 2005 2006

Compulsory 1.67 1.89 1.95 1.69
Voluntary 0.6 0.5 0.78 1.9
The poor 0.67 1.03 1.08 0.75
General 1.35 1.42 1.49 1.75

Source: Nghiem Tran Dung, a report presented at a Health Policy Initiative Group Meeting (JHPI), Hanoi,
March 2007.

Between 2003 and 2006, the average number of visits by in-patients with HI
cards in all three groups increased, resulting in an increased general average for HI
enrolees, from 0.1 visit in 2003 to 0.14 visit in 2006 (table 5.3).

Table 5.3. Average number of in-patient visits per year per HI enrolee,
by category, 2003 to 2006

HI category 2003 2004 2005 2006

Compulsory 0.13 0.13 0.14 0.14
Voluntary 0.03 0.04 0.05 0.14
The poor 0.05 0.06 0.07 0.07
General 0.10 0.10 0.10 0.14

Source: Nghiem Tran Dung, a report presented at a Health Policy Initiative Group Meeting (JHPI), Hanoi,
March 2007.

In comparing utilization rates of both in-patient and out-patient services among
HI enrolee categories, the poor are shown to utilize services among the least of all
groups; and in 2006, they had the lowest utilization rates of all. Theoretically speaking,
the poor would be expected to carry a higher risk of incurring sickness among most
others, thus their need for health services should be higher. Their low actual rate might
be explained, however, by: (1) their relative lack of awareness of HI benefits; and (2)
their poor access to health services owing to such barriers as indirect expenses that
exceed their means (for food, transport and lost income or other informal payments
when in hospital).
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Apart from the increased coverage and increased utilization rate by HI card
holders, another explanation for the rapid growth in expenditure is changes related to
HI regulations. First, benefits for HI enrolees increased greatly. The essential drug list
was augmented with many new drugs to be reimbursed by HI. Coverage of expensive
high-tech health services was also expanded. Increase of services and drugs reimbursed
by HI while payment was still based on services provided did not encourage service
providers to limit their provision of unnecessary services. The service-based payment
mode was found to remain a strong influence in HI use for in-patient services in large
hospitals. And Decree No.63 removed the co-payment policy and reimbursement ceiling
and allowed reimbursement in cases of traffic accidents. As a consequence, the frequency
of utilizing sophisticated services in large hospitals continued to grow.

The difference in premium and average benefits increased is shown in table 5.4.

Table 5.4. Average HI premium and benefit, 2000 to 2005

2003 2004 2005 2006

Average premium 123,107 138,103 132,037 130,841
Average spending on 73,000 91,000 126,000 166,000
health care/card

Source: Information from Vietnam Social Security.

Apart from other factors that led to funding imbalances in the HI scheme, one
reason was reverse choice, especially within the voluntary HI scheme. Under universal
coverage, reverse choice ceases to be a factor contributing to imbalances.

As specified under Circular No. 06/2007/TTLT-BYT-BTC regarding voluntary HI,
people can purchase HI when at least 10 per cent of the households in a community
and all the members in a household enrol. That condition was introduced to control
effects of reverse choice. However, in implementing the Circular, many difficulties
developed especially with people’s reactions. By the end of 2007, Circular No. 06 was
replaced by Circular No.14/2007/TTLT-BYT-BTC, relating to all the conditions for
enrolment and premium. As a result, anyone who wants to enrol in HI may do so
without condition. Reverse choice thus becomes more challenging to HI agencies.

Service quality assurance

Since the issuance of the new HI regulations in conjunction with Decree No. 63,
the nominal benefits of enrolees have significantly improved. HI enrolees can benefit
from in-patient and out-patient health care. The list of health services and essential
medicines covered by HI schemes were expanded in 2005 and 2006. The HI benefit
package became relatively comprehensive, except for some services. New regulations
on payment method include removal of reimbursement ceiling for out-patient services,
expansion of payment possibility in case of exceeding the HI fund in each health facility
and removal of the 20 per cent co-payment by patients.

Nevertheless, enrolees still complained about troubles related to health-care
administrative procedures, attitudes of health professionals, limited benefits in some
health facilities. Some studies on satisfaction of HI patients showed that the problems
included long waiting times, complicated administrative procedures, bad attitudes of
health staff, few medicines and payment owed for health care in addition to the part to
be reimbursed by HI.

Currently, the HI agency signs a contract with more than 1,800 health facilities,
most of which are public; around 60 per cent of commune health stations are involved
in providing HI-based services. Expanding the number of HI-based health facilities has
facilitated access to and choice of health facilities by HI enrolees. However, health
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facilities in general are not satisfied when providing services for HI patients. The reason
is that they are not satisfied with the level of reimbursement by the HI agency as it still
follows the user-fee price frame issued in 1995 without updating according to costs of
health services. Obviously, when the reimbursement level is lower than the cost, health
facilities limit their provision of those services or try to charge something to cover the
difference. Quality of health services provided to HI patients is thereby affected. When
health facilities spend more than their HI fund, they may request reimbursement from a
reserve fund within the system. However, the procedures for reimbursement from the HI
agency in cases of overspending are complicated and the requesting service providers
are not fully reimbursed. As one result, health facilities are forced to limit benefits for
patients and to refer their HI patients to other health facilities.

On the other hand, capacity to meet the HI enrolees’ need for care is limited.
Many primary health facilities such as commune health stations and district hospitals,
despite advantage in terms of access, cannot meet expectations for service quality
owing to lack of human resources, facilities and medicines. Many HI enrolees have to
visit hospitals at a higher level to obtain appropriate services. The current reimbursement
mechanism in the HI system encourages hospitals at the lower level to keep patients
instead of referral, since treatment costs related to services provided at the upper level
shall be reimbursed by the HI fund at the lower level. Obviously, quality of service
provision may be affected for patients with serious problems that require referral.

In the development of universal social health insurance, the main aim is to expand
coverage. The various measures such as governmental budgetary support for HI premiums
for the poor, or expansion of benefits for HI patients to attract enrolment increases have
been employed. However, when developing the social HI system, development must
be comprehensive in all respects, including expansion of coverage, funding balance,
increased effectiveness and quality of services reimbursed by HI agencies as well as
availability of information to monitor and evaluate HI activities.

Difficulties and challenges

• Low coverage in relation with the goal of universal coverage: not all enrolees
in compulsory HI are covered while the development of voluntary HI faces
many difficulties: low enrolment rate, adverse selection, failure to balance
funding.

• Failure to balance HI fund: the problem of over-spending is increasingly
severe negatively affecting sustainability of HI schemes.  Reasons for the
problem are quite complex and relate to all stakeholders involved with HI
implementation: low level of risk pooling owing to low coverage and adverse
selection, expanded benefit, low premium level, increase in utilization of health
services among HI card holders, rising health-care costs, fee-for-service
payment levels insufficient to cover costs, limited capacity of HI agency to
deal with cost controls and abuse of services.

• Responsiveness of health-care providers: not meeting HI card holder's
expectations resulting in low customer satisfaction levels.

5.4.3. Free health care for children

Children under six-years-old are among the priorities list of the health sector
because health care for children is a form of investment in national socio-economic
development. As part of its budget for preventive care, the Government gives priority
to some health programmes in which the major target group is children, such as the
expanded programme for immunization (EPI), malnutrition prevention, iodine deficiency
prevention, vitamin A supply, diarrhoea control and respiratory infection among children.
In addition, the policy on partial user-fee holds that, from 1989, children under six-
years-old should be exempted from user fees to facilitate their utilization of services
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when in need. However, like the policy on supporting for primary health care of the
poor, the implementation of the policy has been challenged by limited funding.

By 2005, when the Law on Child Protection, Education and Care took effect, the
Government introduced various regulations to ensure health care for children under six-
years-old. On 17 March 2005, the Government promulgated Decree No. 36/2005/NÐ-
CP that specifies action on some provisions in the Law. Children under six-years-old
should be provided with free health-care cards to facilitate visits to public health facilities
on a service-based payment method. Public health facilities are responsible for health
care for children under six-years-old. Differently from previous regulations, the new
policy ensures adequate funding for implementation, even in the event when spending
by health facilities exceeds the amount allocated to them. The central budget will
support disadvantaged provinces in accordance with the provisions in the State
Budgetary Law to ensure funding for children under six-years-old.

To date, 100 per cent of localities and health facilities have implemented the
policy for children under six-years-old. No comprehensive and updated assessment of
effectiveness from implementation of the policy has been made; only limited data and
information from MOH (Viet Nam) reports on implementation of the policy are available.

Health-care card issuance

The health-care card is issued once. The card is provided by the communal
People’s Committee. The Committee of Population, Family and Child Affairs at all
levels takes responsibility for instructing procedures on issuance and recall of the card.

While provision of the card for children under six-years-old has been legislated,
to date it has not been fulfilled. By 1 August 2007, 96 per cent of children under six-
years-old had been provided with the card.41  As regards children without a free health-
care card, many localities apply a method of using a temporary birth certificate or birth
certificate to be a basis to replace the card so that all children under six-years-old can
benefit from the policy. Errors and mistakes were still found in synthesizing list of
beneficiaries that affected benefits of children as well as policy implementation.42  Many
children under six-years-old are currently using two types of card: a health-care card
for the poor and health-care card for children under six-years-old. Thus they encounter
difficulties in dealing with procedures for settling user fees in health facilities.

Fund management and allocation

Funding for providing health care for children under six-years-old is balanced by
the Ministry of Finance and assigned to the provinces and municipalities to be set
aside for respective health facilities for providing free health-care services for children
under six-years-old. Funding is based on the number of children with permanent
residence. Budget estimates of providing health-care services for children under
six-years-old are made, balanced and assigned to health facilities.

Funding for providing health services for children under six-years-old is allocated
and assigned to every health facility for implementation in a service-based payment
method. The annual Government budget contribution is based on the number of children
under six-years-old. The total Government budget allocated in 2005 was VND 830
billion; in 2006 it was VND 732.3 billion, with the premium of VND 90,000 per card. In
2007 it was VND 831.6 billion at a premium of VND 108,000 per card. Budget estimates
are made, balanced and assigned to localities. Budget calculation is based on the
number of children with permanent residence, but in urban areas the number of children

41 Information from Ministry of Health, 2007.
42 Ibid.
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without permanent residence is large, thus creating difficulties for the calculation.

Funding is allocated to many focal points: commune health station, polyclinic,
district general hospital, provincial general and specialized hospital, and central general
and specialized hospital. Funding allocation and management are therefore difficult.
Health-care expenditure for children differ at all levels and health facilities; some provinces
have paediatric hospitals, some not; but in most, the paediatric department is included
in the general hospital. On the other hand, allocation and assurance of funding for
providing health care for children under six-years-old greatly depends on the number
of children and frequency of health service utilization, thus the allocation of funding at
the beginning of the year is largely inexact. As a result, health facilities have to frequently
adjust it, generating difficulties in management and operation as well as disbursement,
especially at the commune level.

To ensure efficacy in service-based payment, local health bureaus collaborate
with finance bureaus in management and use of the funding and take responsibility for
approving and reimbursing it.

In reality, the percentage of the fund used as a proportion of the assigned fund is
quite modest. As reported by 40 health bureaus, in 2005 it was 56 per cent and in the
first six months in 2006 it was 42.3 per cent.43

Benefits for beneficiaries

According to a preliminary MOH (Viet Nam) assessment after nearly one year of
implementation, the number of children under six-years-old visiting health facilities has
increased sharply. Paediatric hospitals and departments in general hospitals were
primarily consolidated and enhanced in terms of human resources and equipment to
meet increasing need for care of children under six-years-old.44

However, many health facilities at the central level and in large cities were
overloaded because of sharp increases in children’s visits owing to by-passing proper
channels and visiting facilities at the wrong level. Those facilities could not meet their
needs for facilities, equipment and human resources, affecting quality of services. In
some specialized hospitals such as Central Paediatrics Hospital, Paediatric Hospital
No. 1 in Ho Chin Minh City, thousands of visits were made by children per day for the
wrong reasons. In Le Huu Trac Burns & Scalds Institute, the number of children under
six-years-old visiting for treatment accounted for 53 per cent; in St. Paul General hospital,
it was 59.2 per cent of the total number of patients.

Benefits for children in case of bypassing and making wrong visits are problematic.
Most localities reported that they could only ensure free services for the children in their
respective province and not for by-passing cases (especially children coming from
other provinces). Some hospitals in Ho Chin Minh City still charge paediatric patients
user fees in case children are referred by other provinces. There was no mechanism to
regulate funding between provinces and an effective multi-level payment method, thus
some provinces experienced fund surplus and some were in shortage.

On the other hand, health facilities not only encountered difficulties because of
overloading, but could not increase allowances for their staff from revenues reimbursed
for treating eligible children. Hence it is difficult to attract doctors to paediatric hospitals.
Responsiveness and attitudes of health staff are also adversely affected.

43 Ibid.
44 Ministry of Health, Assessment of free healthcare for children under six-years-old (Hanoi, 2006).
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Difficulties and constraints

• Issuance of health cards for children under six-years-old is still delayed and
reported to be responsible for many mistakes.

• Inconsistent implementation of the policy in localities negatively affects
children's benefits and payment to health-care providers, especially when
children are referred to the central level for treatment.

• Procedures related to treatment and payment are complicated for both
patients and hospitals.

• Budgetary disbursement rate is low, while there is a lack of funding for health-
care facilities to improve their infrastructure and staff living standards.

• Paediatric patients overload facilities at central hospitals.

5.4.4. National health target programme implementation

Although Viet Nam is still a low-income country with a low level of total social
expenditure for health and State budget for health, it has obtained the basic health
indexes which are equal to many countries with higher GDP such as Thailand and
China. Among the factors contributing to that achievement, the implementation of
the NHTPs must be credited. Given a limited State budget for health, priority
setting and concentration of available resources to address key problems of the
health sector through national health targets is considered to be an effective
approach, positively contributing to equity and efficiency in people’s health care
and protection.

The NHTPs started in 1991 with an initial five year programme from 1991 to
1995 and have been conducted up to now. The programmes aim at addressing the
most urgent and important issues in preventive and curative care. Every five years,
the Government considers and approves NHTPs. Initially, they only consisted of
five targets. They currently have reached 10, consisting of: malaria prevention,
leprosy prevention, child malnutrition prevention, EPI, mental health, HIV and AIDS
prevention, cancer prevention, reproductive health-care project and a civil and military
health collaboration project. As with public health programmes, the beneficiaries
of target programmes include everyone in the community. The results of those
programmes shall be analyzed under three aspects: level of coverage, programme
effectiveness and resources for the programmes including both human and financial.
Recently, the Health Strategy and Policy Institute assessed the implementation of
the NHTPs for 2001 to 2005. Theirs is the first study with an overall assessment of
national health targets.

Coverage

Administrative coverage by NHTPs is generally evenly spread, especially at
provincial and district levels. Some programmes have very high coverage
nationwide, reaching nearly everywhere, such as those on tuberculosis control,
malaria control, malnutrition prevention and EPI. Others, however, such as the
programme on food hygiene and safety, have lower proportional coverage. In
2006, only about 94 per cent of the provinces, 86 per cent of districts and 55 per
cent of wards in the whole country had established inter-sectoral steering
committees on food hygiene and safety. Geographically, the NHTPs show clear
differences in coverage among regions. Even in one region, depending on the
programme, the coverage may be different. EPI has the largest coverage in the
North and the Middle and the lowest in the Highland provinces. The malaria control
programme has the greatest coverage in the Southern provinces, next the Highland
provinces and lowest in the Coastal Central region and the North Eastern
mountainous provinces. In general, coverage of the NHTPs varies among
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programmes, administrative units and the geographical regions. The differences
are associated with different factors including natural conditions (climate, terrain),
socio-economic conditions and the political commitment of each locality.

Effectiveness

Assessment of effectiveness of each programme is based on the level of
accomplishment of specified objectives for each, as provided in the Decision on Approval
of National Health Target Programmes. In general, the programmes focus on two main
objectives: to change awareness, behaviour and practice of targeted groups and to
decrease the morbidity and mortality rate. As regards the first objective, for most of the
target programmes, positive changes have been reported in awareness, behaviour and
practice of the different target groups, from leaders to implementers and people in the
community. However, changes in awareness and behaviour levels among the different
communities in the period from 2001 to 2005 were not equal among the different
programmes. Some programmes yielded satisfactory results such as malaria control
programme, tuberculosis control programme, EPI and HIV and AIDS prevention
programme; while for some others, improvement in knowledge, attitudes and practices
among target groups was neither significant nor sustainable, such as for the programmes
on mental health, food safety and hygiene and HIV and AIDS prevention targets, that
still show a gap between people’s knowledge and their practice. Furthermore, there is
still considerable difference in the awareness and practice towards programmes among
different population groups with different levels of education, living standards and
residential areas. The poor, people with a low education level and people living in the
mountainous and remote areas are limited in accessing information as well as in improving
their knowledge and practice concerning disease prevention. Meanwhile they usually
have a high risk of becoming infected by dangerous diseases.

Regarding the second objective concerning decrease in prevalence, morbidity
and mortality rates, most programmes have attained their target and even exceeded
proposed indicators. However, some show different success rates. The most successful
are those of malnutrition prevention, EPI, malaria control, tuberculosis control and
bronchoscope or goitre prevention.

The programme on child malnutrition prevention from 2001 to 2005 was ranked
as the most effective among all NHTPs and its achievements are relatively consistent
among provinces and cities all over the country. Malnutrition of children under five-
years-old decreased from 36.7 per cent (in the year 2001) to 25.5 (in 2005) while the
Highland region shows the greatest decrease (from 49.1 to 34 per cent). Low-weight
(weight for age) malnutrition decreased from 33.8 per cent in 2000 to 25.2 in 2005,
exceeding the expected plan (from nearly 8 per cent to the expected 7). The rate of
children with serious malnutrition also decreased from 6 per cent in 2000 to 3.8 in 2004.
For stunted growth (height for age), the reduction rate of the last four years was 1.45
per cent per year, not attaining the anticipated rate of 1.5 per cent. The decrease in
child malnutrition in the last period was rather rapid. The speed of malnutrition decrease
of Viet Nam has been considered very impressive by UNICEF (2004).

The programme on tuberculosis control met most of its targets from 2001 to
2005 and even exceeded its own expectations. Nearly the entire national population
received protection from the programme. Recovery from treatment has been maintained
at high levels all over the country (an average of 90 per cent). Treatment failure decreased
to 0.9 per cent. The mortality rate fluctuated around 3 per cent. Similarly, the outcomes
for the malaria prevention programme for both prevalence and mortality rates exceeded
target rates (the expected prevalence rate was less than 1.15 per 100,000 persons while
the outcome was 0.02; and expected mortality was less than 4.15 per 1,000 persons,
while the outcome was 1.19). Epidemiological figures of malaria tended to decline,
indicating sustainability of the programme achievements.
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However, although the NHTPs succeeded in general, some did not meet their
targets; specifically, dengue fever control, HIV and AIDS prevention and food safety
and hygiene. After five years of implementation, the epidemiological situation of dengue
fever was still fairly serious. Only the mortality rate among people who contracted
dengue fever decreased, with the decrease exceeding its target. The forecast is that in
coming years, dengue epidemics will persist because of changes in conditions in the
natural environment and ecology, the climate and people's attitudes toward disease
prevention.

Although the HIV and AIDS prevention programme made much progress from
2001 to 2005 in implementing professional and social solutions, the epidemiological
situation of HIV and AIDS did not improve. The current prevalence rate among different
groups indicates increases in prevalence at lower levels than in previous years. While
prevalence has not increased rapidly, the disease is spreading because of lack of
awareness and sexual practices and behaviour. The rate of injection needle-sharing is
still high (22 to 24 per cent of injections). The rate of non-use of condoms among sex
workers has improved but remains less than optimal at 50 to 60 per cent. The epidemic
had shown signs of spreading across the community: the HIV and AIDS prevalence
rate of military personnel participating in check-ups was 0.445 and of pregnant women
was 0.35 per cent.

Of the programme of food hygiene and safety, among 11 targets raised from
2001 to 2005, up to the year 2004 only 10 targets had been implemented. Two remaining
targets, the accessibility to food safety and hygiene information of rural and urban
residents, were not carried out until 2005. The target of a 30 per cent decrease in mass
food- poisoning cases, compared with the average from 1999 to 2000, reached only 28
per cent in the year 2005. In addition, mortality and morbidity due to food poisoning
has not decreased but has tended to increase over the years. The target of 40 per cent
of the district markets meeting the standards of food safety and hygiene has not been
obtained. The initial step, the basic survey on the district market and a standard for a
district market, has not yet been taken.

Resources

Human resources were key to failure or success in all the NHTPs. In general, the
teams of implementers in the field were inadequate both in quantity and in professional
qualifications. At the central level, 7 to 10 programme officers regularly work at the
permanent section located at the bureaus, departments, institutes and hospitals. At the
provincial level, from three to five staff are in charge and for the district and ward level,
only one staff member is in charge of programmes. One staff member can at the same
time be responsible for two to three different NHTPs. The lack of human resources is
common in all the programmes and at all levels from the central to the provinces,
districts, wards and villages. However, although the human resources participating in
NHTPs are still limited, the work has proceeded in a stable fashion over the years.
Stability in human resources is the key factor for ensuring the achievements and
effectiveness of each programme, especially those that require the intervention of
specialized methods. As regards professional qualification, according to the
assessment of the Steering Committee for NHTPs, the staff at the central level basically
meet the demands of their tasks. Lower levels of professional qualification may
characterize the programme implementers working at the district and commune levels.
Most programme implementers have not been officially trained in the relevant
professional skills. The staff in charge of programmes at the district level are mainly
medical assistants who conduct many tasks at the same time. Therefore, their
demonstration capacity is limited. The professional qualification of the staff in charge
and the collaborators of the programmes at the commune level reveal even greater
problems as each staff person of a commune health station must take on three or four
programmes at the same time. Village health workers have low educational levels (mainly
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primary and junior high school education) without having undertaken any professional
training. Apart from such difficulties, the nature of administrative treatment of staff working
in the preventive care sector, and of health care staff at the grass-roots level, is the main
reason why the NHTPs do not attract more competent staff, since it discourages
enthusiasm and job commitment among team members.

The budget investment for NHTPs comes from two main sources: State budget
and foreign aid, loan or overseas development assistance. In general, the State budget
allocated to NHTPs increased from 2001 to 2005, especially for programmes such as
child malnutrition prevention, malaria control, EPI, food hygiene and safety, and mental
health; and in particular, the budget decreases for programmes such as goitre prevention
and leprosy (table 5.5).

Table 5.5. State budget allocated for national health target programmes, in
billions of VND, 2000 to 2004

Year Malaria TB Goitre Leprosy Malnu Dengue HIV/ EPI Food Mental Civil
trition fever AIDS hygiene Health work Total

 prevention and
safety

2000 50 27 60 14 27 13 60 65 10 4 20 2,350
2001 50 27 10 12 30 14 60 70 20 4 20 2,318

2002 40 30 10 10 35 15 60 87 35 8 50 2,382

2003 40 30 12 10 40 15 60 98 43 12 80 2,443

2004 70 30 14 11 45 18 70 100 46 16 90 2,514

Source: Information from Ministry of Health, 2004.

The central budget always accounts for the biggest share of the total State
budget allocated to NHTPs: more than 90 per cent for all programmes. The local
budget takes a smaller share but also rapidly increased, especially for HIV and AIDS
prevention, child malnutrition and food safety and hygiene.45

Foreign aid was an important element in most programmes except for those on
leprosy, mental health and goitre prevention. Particularly for EPI and malaria control,
foreign aid contributed a large share of the State budget but tended to decrease in the
last phase.46  For the HIV and AIDS prevention programme, foreign aid comprised the
biggest share and increased through the period (table 5.6).

Table 5.6. Budgetary resources for HIV and AIDS prevention programme,
in percentages, 2001 to 2005

No Budget source 2001 2002 2003 2004 2005

1 State Budget           40.5        44.9            25.6        28.7        30.7
2 Local budget            3.7          4.6              4.0          3.6          5.2
3 Loan and aid funding           55.8        50.5            70.5        67.6        64.1
4 Total investment         100.0      100.0          100.0      100.0      100.0

from difference sources

Source: Information from National Committee for AIDS, Drug Evil and Prostitution Prevention, 2006.

In the programme budget for tuberculosis prevention, international aid accounted
for the largest share, especially from 2002 to 2003. However, foreign aid for some
programmes decreased or was even terminated. International aid for EPI increased
from 2001 to 2003, from USD 860,676 in 2003 to 4,406,387 in 2005, but suddenly

45 Health Strategy and Policy Institute, “Assessment on the implementation of national target health
programs in the period 2001-2005 and the orientation up to the year 2010 and vision to 2020”,
Technical report (Hanoi, 2008).

46 Ibid.
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decreased during the subsequent two years.  Foreign aid for malaria prevention was
terminated in the last few years. In order to secure the programme operation and
implementation budget, the State budget allocated for the programme almost had to
double in the later years, from VND 40 billion to 70 billion in 2004 and 75 billion in 2005
(table 5.7).

Table 5.7. Budget for malaria prevention, in thousands of VND, from 2001 to 2005

Year State budget World Bank loan Total

2001 50,000,000 50,000,000 100,000,000

2002 40,000,000 50,000,000 90,000,000

2003 40,000,000 50,000,000 90,000,000

2004 70,000,000 0 70,000,000

2005 75,000,000 0 75,000,000

Tðng 275,000,000 150,000,000 425,000,000

Source: Information from National Malaria Prevention Programme.

Although State budgets allocated to NHTPs have a tendency to increase, they
still represent less than actual need. The annual EPI budget meets 60 per cent of its
total programme needs. The HIV and AIDS prevention programme receives increasing
investments by both the State budget and foreign aid. While the average per capita
investment reached USD 0.58 per year in 2005, it was much lower than other countries
in the region (Thailand: USD 1.50; Cambodia: USD 1.15) and all over the world
(USD 1). The programme budget for malnutrition prevention in 2005 also attained the
annual per child rate of only USD 0.45 while most countries in the region had been
spending USD 10.00 from the decades of the 1960s and 1970s (e. g., Thailand and
the Philippines). The budget for the food hygiene and safety programme meets its
essential implementation needs only at the central and provincial level; budgets for
district and commune activities are still at zero.47

Difficulties and challenges

• Budgets allocated for NHTPs are still limited while the settings of some
programmes are very broad. Budgets are only 50 to 60 per cent of the total
actual need while foreign assistance tends to decrease over the years.
Allocations for different activities are not reasonable. The expenditure norm
is too low and out of date in the context of changes in the operating
environment.

• Foreign assistance for NHTPs tends to decrease or even terminate as Viet
Nam approaches higher income levels. In order to sustain and promote
achievements of NHTPs, State budget investment must be intensified so as
to bridge the gaps.

• Human resources in charge of NHTPs at all levels are often short in strength
and limited in professional qualification, yet on the other hand are not regularly
trained to improve professional capacity, especially at the grass-roots level.
Programme requirements cannot therefore be met. Moreover, administrative
treatment policies towards health staff working in the preventive care sector
still remain inadequate to provide for job satisfaction, discouraging highly
qualified people from becoming involved in NHTPs.

• The implementation of NHTPs has faced many difficulties in the remote and
mountainous areas, resulting in low programme effectiveness.

47 Ibid.
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• Morbidity changes and other epidemiological factors regarding new diseases
occur or create complications that render the job of disease control
increasingly difficult.

• Coordination has unfortunately been weak among NHTPs.
• Private health-care providers have not been mobilized as planned to become

a force in health-care provision for the community and be involved in NHTPs.

5.4.5. Strengthening primary health care

Network organization

Instruction No. 06/CT-BBT of 22 January 2002 focuses on the primary health-
care network (hamlet, commune or ward, district and town) as the most direct means
of service provision for the most people at the lowest cost. Such a grass-roots
health-care system has a crucial role in implementing the goals of universal health-care
coverage, in so doing providing for equity in access to public services and facilitating
progress in poverty elimination. Health facilities that provide primary health-care services
are designed to meet essential needs especially of the poor and of those with limited
access to higher-level health services.

Health care at the grass-roots level is operationally related with public administrative
units at district and commune level. At end of 2005, there were 671 districts and towns
and 10,876 communes/wards nationwide. In consonance with decentralization policy
in authority, the Government issued Decree No. 171/2004/ND-CP and No. 172/2004/
ND-CP on 29/9/2004; MOH (Viet Nam) and the Ministry of Interior issued the inter-
ministerial Decree No. 11/2005/TTLT-BYT-BNV of 12 April 2005 on the approval of a new
management model at the district level whereby the district general hospital and district
preventive centre would work under the direct control of the provincial health bureau.
District health bureaus manage and control all commune health stations and work
under the direct control of the district people's committee. Currently the new model
has been applied at district level. During the transition period, districts had problems in
adjusting to the situation. In one example, there used to be close relations between
preventive and curative care activities, and between the district and commune
administrations; currently many districts cannot find an effective way of coordinating
their customary activities.

The national health statistics yearbook of 2006 notes a total of 576 district
hospitals, 838 regional general clinics, 29 regional maternity houses and 10,748 commune
health stations.48  Compared to the target of people’s health care and protection strategy
of 2001 to 2010, all hamlets are to have a village health worker. By the end of 2004,
82.4 per cent of all hamlets had a village health worker network. However, these grass-
roots health workers did not work consistently and often were not medically qualified
(over 26 per cent of them had not been trained for a full three months). Their service
quality is thus compromised and they face barriers in fulfilling their tasks. In addition,
their working allowance is not uniform and remains inadequate.

Primary health-care activities

In the Vietnamese health-care system, commune health stations and district
hospitals are the first places that people can access when feeling ill. There, people are
provided with both preventive and curative services. Health care at the grass-roots level
plays a very important role in health care for the poor and the poor and disadvantaged
regions. The survey on the assessment of Decree No. 139 on health-care funding for the

48 Ministry of Health, Health Statistics Yearbook, 2006 (Hanoi, 2007).
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poor for implementation in the Highlands found that most beneficiaries (83.25 per cent)
covered by the Decree used health-care services at the commune level, 13.4 per cent
used services at the district level and the rest (3 per cent) went to provincial hospitals.

Results of the National Health Survey of 2001 to 2002 demonstrated that
utilization by the poor of out-patient services of public facilities at the grass-roots
level, including commune health stations, regional polyclinics and district hospitals,
ranked first (42.6 per cent), nearly 2.5 times higher than that of the rich at 17.2 per
cent (table 5.8).

Table 5.8. Utilization of out-patient services by type of facility
and socio-economic status, in percentages

     Socio-economic status Average

Poor Near- Middle Near- Rich
poor rich

Central hospitals 0.4 0.6 0.9 1.3 2.7 1.3

Provincial hospitals and 4.6 5.0 6.0 10.5 16.2 8.9
other public facilities

District hospitals 7.4 7.5 9.2 7.1 6.5 7.5

Regional polyclinics 2.1 1.8 2.3 2.5 2.5 2.3

Commune health station 33.1 22.9 20.3 17.8 8.9 19.3
and maternity house

Private practitioners 52.6 62.2 61.4 60.8 63.2 60.7

Total 100 100 100 100 100 100

Source: Ministry of Health, Report on Viet Nam National Health Survey 2001-2002 (Hanoi, 2004).

For in-patient services, utilization of different public health-care facilities by the
poor accounted for 66.5 per cent, nearly three times higher than that of the rich, at 22.6
per cent (table 5.9).

Table 5.9. Utilization of in-patient services by type of facility
and socio-economic status, in percentages

                         Socio-economic status Average

Poor Near- Middle Near- Rich
poor rich

Central hospitals 3.9 5.9 5.5 9.3 13.8 7.6

Provincial hospitals and 25.6 29.9 37.2 44.5 58.2 38.9
other public facilities

District hospitals 42.0 36.9 37.4 32.4 16.9 33.3

Regional polyclinics 6.6 5.4 4.6 3.4 2.4 4.5

Commune health station 17.9 17.4 11.2 6.8 3.3 11.4
and maternity house

Private practitioners 4.0 4.5 4.2 3.6 5.4 4.3

Total 100 100 100 100 100 100

Source: Ministry of Health, Report on Viet Nam National Health Survey 2001-2002 (Hanoi, 2004).

Primary health care includes both treatment and prevention. Among health
facilities in primary health-care systems, health stations play a vital role in preventive
health. Table 5.10 indicates that two thirds of preventive health services are provided
at commune health stations. Similarities in this case can be seen with the use of in-
patient and out-patient services: the number of the poor using preventive health
services at commune health stations is larger than that of the rich, 80 per cent as
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against 40 per cent, respectively. The private sector predominates in delivery of
out-patient services, but accounts for a very small proportion of in-patient and
preventive service provision.

Table 5.10. Utilization of preventive care services by type of facility
and socio-economic status, in percentages

                         Socio-economic status Average

Poor Near- Middle Near- Rich
poor rich

Central hospitals 0.0 0.7 0.3 0.3 2.2 0.7

Provincial hospitals and 3.6 5.0 6.6 11.1 19.0 8.5
other public facilities

District hospitals 5.9 7.3 8.9 10.2 11.7 8.6

Regional polyclinics 1.1 2.1 1.6 3.2 2.6 2.1

Commune health station 80.2 77.6 70.4 59.8 40.3 67.2
and maternity house

Private practitioners 9.2 7.3 12.2 15.3 24.2 13.0

Total 100 100 100 100 100 100

Source: Ministry of Health, Report on Viet Nam National Health Survey 2001-2002 (Hanoi, 2004).

Resources for grass-roots health care

Numerous governmental solutions have been implemented to improve and
promote grass-roots health, especially since the Decree 06 /2002/CT-BBT on the
consolidation and improvement of grass-roots health. Regarding human resources,
the national and local health sectors have sought to increase quantity and quality of
health workers at the commune level. Those efforts include developing health staff
through nomination for part-time, refresher training; sending more doctors to work in
commune health stations; and attracting health workers to grass-roots health facilities
with such incentives as initial and monthly subsidies. Since 1994, according to Decision
58/TTg, the commune health sector belongs to public health system and commune
health workers are entitled to be paid and benefit from Government policies like other
permanent health workers. The relevant policies are annual salary increase, social and
health insurance, payment for shift work, allowance for toxic work and position subsidy.
That decision marks an important turn for commune health station operations. It helps
commune health workers to stabilize their lives and focus on their work, helping to
increase quality and efficiency of work. Policies for commune and village health workers
are crucial factors that attract and encourage them in fulfilling their tasks. For village
health workers, as regulated, the national budget for subsidy payment is only enough
for those who work in disadvantaged communes. Other communes have to mobilize
funding to pay them. By 2002, 82 per cent of all village health workers received a
monthly subsidy of VND 35,000 on average.

Generally, the number of commune health workers has increased annually. From
2000 to 2005, that number increased by 4,934 health workers, averaging from 57.5 to
59.7 health workers per 100,000 of population served. Moreover, professional standards
of health workers were much improved to meet people's health demands in the new
context. Health workers holding tertiary qualification standards increased from 3.9 per
cent (of total health workers in 1994) to 12.8 per cent in 2004.49  In 2005, nationwide the
proportion of commune health stations having doctors reached 70 per cent. However,
there still exist great disparities between different localities. For example, in mountainous

49 Ministry of Health, Viet Nam Health Report 2006 (Hanoi, 2007; hereinafter “Ministry of Health,
Viet Nam Health Report 2006”).
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provinces, the proportion remains very low at Lai Chau (3.3 per cent), Son La (21.9 per
cent) and Cao Bang (23.8 per cent). In recent years, the village/hamlet health network
has been strengthened and developed. By the end of 2005, there were 92,223 village/
hamlet health workers nationwide; in more than 87 per cent of them, health workers
were active in their tasks. Nevertheless, the sustainability of the network is not high.
Professional standards of village/hamlet health workers are not uniform. Village/hamlet
health workers without an appropriate health background still account for more than 26
per cent of the total.  Besides, their legal stipend is inadequate, not paid regularly and
dependent on local regulations. (For example, following State regulations, village/hamlet
health workers in mountainous, highland and island areas are paid VND 40,000 per
person per month; those in other areas are paid according to local regulations.) In
some localities, village/hamlet health workers are even unpaid. Currently, only 72.3 per
cent of all village/hamlet health workers nationwide receive a monthly subsidy.

In terms of infrastructure, commune health stations face many difficulties. In 2005,
197 commune health stations had no place of operation. One reason is that each year
some communes become due for separation or administrative border adjustment.
However, that number has gradually decreased as a result of investment and various
other types of projects and programmes. Regarding medical equipment and instruments,
in 2002 the MOH (Viet Nam) issued a list of essential medical equipment and instruments
for commune health stations. In reality, most equipment and instruments in such stations
are provided by programmes and projects while some are provided through the State
budget. Equipment from programmes and projects often accords with the specific
objectives of those programmes/projects but does not meet the MOH (Viet Nam)
standard list. In addition, as commune health stations cannot afford to buy new equipment
items or spare parts, they still face shortages of equipment, particularly special types.
According to the Viet Nam National Health Survey 2001-2002, almost all commune
health stations have no essential medical equipment that meets MOH (Viet Nam)
standards (table 5.11). The number of even the most essential equipment for ensuring
health quality like cooling machines (for immunization activities) and sterilization devices
are limited: 10 and 51 per cent, respectively.

Table 5.11. Equipment used in commune health stations, in percentages, 2002

Type of equipment Percentage of
commune health

stations have

Enough equipment for normal health check 97.0
Enough cool keeping equipment (fridge, cool keeping lines) 9.9
Enough equipment for reproductive health care 24.7
Enough equipment for children health/nutrition 86.1
Enough equipment for some special check 12.2
Enough equipment for oriental health check 10.6
Enough equipment for sterilization 51.0
Telephone 37.6
Enough equipment according to MOH(Viet Nam) standards 0.1

Source: Ministry of Health, Report on Viet Nam National Health Survey 2001-2002 (Hanoi, 2004).

In 2002, the national benchmark for the communal health sector (precinct, town)
from 2001 to 2010 was issued according to Decision 370/2002/QD-BYT with the objective
that 75 per cent of communes meet certain national standards. By the end of 2006, that
proportion was 45 per cent.50

50 Ibid.
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Financially, the State budget is the main funding source for health operations at
the grass-roots level. Income from the State budget accounts for average of 40 to 50
per cent of the total income of district hospitals, including income for HI, it can make
up to 80 per cent.51 For commune health stations, funding for operational expenditures
comes from the State budget, accounting for 73 per cent of their total income.52

According to the National Health Accounts of 2005, the budget for health operations
at commune and district levels is 2.5 and 17.2 per cent, respectively, of the State
budget allocated for the entire health sector. So, the State budget for commune
and district health accounts approximately for 20 per cent of total health expenditure.
During the period 2001 to 2005, the State budget for commune health stations
increased from 2001 to 2003, then declined from 2003 to 2005.

The inter-ministerial Circular 119/2002/TTLT dated 27 December 2002
(MOH(Viet Nam) and Ministry of Finance) determined that the minimum expenditure
for frequent activities of commune health stations shall not be less than VND 10
million per station per year. The State ensures a budget for operations of commune
health stations while other communal budgets come from province, district or
commune levels.  In many localities that allocation has not been implemented owing
to the inability of local budgets to balance income and expenditure. Approximately
80 per cent of commune health stations are supported by communal people’s
committees; the highest proportion is the Red River Delta and North Central region
(90 per cent) while in other regions the proportion is around 60 per cent.

According to the Vietnamese National Health Survey of 2001 to 2002, about
72 per cent of health facilities generate income from their health services, at about
VND 3.7 million per commune health station per year. In 2002, only 11 per cent of
stations received income from HI at an average of VND 1.7 million per station per
year. Income from services supplements funding for their operational expenditures.
However that income is relatively little and nearly zero in disadvantaged, highland,
island and mountainous areas. The cost for health services provided at commune
health stations is regulated by commune people’s councils. The income derives
mainly from delivery assistance. For other services, people do have to pay any fee
or only very little.

Difficulties and challenges

• The capacity of health facilities is limited at the grass-roots level, especially
commune health stations, in meeting the demand for primary health care
in the context of current population and epidemiological changes.
Commune health stations tend to focus more on communication
programmes about health prevention rather than on cooperation
programmes to solve such newly arising public health problems as non-
communicable and aging-related diseases.

• Resources including human resources, infrastructure and financial sources
for grass-roots health facilities, especially for commune health stations,
are deficient and inadequate, causing difficulties in fulfilment of their
assigned tasks and purposes.

• Quality of grass-roots health services remains low, leading to work
overload at high-level hospitals when commune and district health facilities
cannot meet local people’s demand. Statistical results show the inefficiency
of initial health care in prevention and treatment of communicable and
non-communicable diseases.

51 Health Policy and Strategy Institute, “Assessment of initial impacts of hospital autonomy on provision
and payment for health services”, Technical report, Hanoi, 2008.

52 Ministry of Health, Viet Nam Health Report 2006, supra.
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5.5.  Health Promotion for Universal Coverage of Health Care

5.5.1. Importance of health promotion for health care for all

According to WHO, health is a comfortable state of complete physical, mental
and social well-being, and not merely the absence of disease. Many factors directly
and indirectly affect health: biological, economic, sociological, environmental,
behavioural and cultural, among others. Health promotion is a complete process that
includes not only direct activities to enhance personal skills and competencies but
also actions to reduce negative social, environmental and economic impacts on health.
In order to achieve all goals of health enhancement, it is necessary to call for participation
and efforts of concerned agencies in health care such as the governments, ministries,
social organizations, health service providers, payers of health services (HI agencies),
and particularly the people themselves. Health promotion is a focus on social activities
for health development in two channels: (1) promoting healthy lifestyle and community
actions for health and (2) creating favourable conditions for people to lead a healthy
life. The first priority is to equip people with knowledge and skills as to have a healthy
life. The second is to influence policy makers to create appropriate public health policies
and supportive programmes for health. The three main components of health promotion
are: health education, improvement of health services and mobilization for health.

There is a close relationship between the implementation of universal coverage
of health care, ensuring equity in access to health care and health promotion. At the
same time, inter-sectoral cooperation is very important in health promotion.  It is not
specifically a responsibility of the health service, but an integrated and inter-sectoral
field of activity to expand resources and a supportive environment for health.

5.5.2. Health promotion in Viet Nam

In Viet Nam, the main direction in health care is to focus on prevention and
promotion of health. The resolution number IV of the Central Communist Party Session
VII clearly states: “Health care and the dealing with health problems should be done
from the perspective of positive and active disease prevention, promotion of hygienic
movement, physical practices and effective treatment”.

Resolution 46 on health care in new contexts also emphasized the leading
direction in health care that: “Practice overall health care: integration of prevention
and treatment, rehabilitation and physical training so as to promote health. Socialise
health care activities and investment of the government; assist social beneficiaries
and the poor in health care and prevention. Health protection, caring and prevention
are responsibilities of  every person, family, community, party cell, local government,
the fatherland front, and social organization in which the health service play a central
role professionally and technically”.  In health promotion, the Resolution also specified
some major tasks which include:

• Develop and effectively operate national target programmes on health and
health promotion.

• Develop hygienic, preventive and physical practice activities.

• Apply preventive measures and limit negative impacts to people’s health
caused by changes in lifestyle, environment and working conditions.

• Speed up preventive activities on occupational diseases.

• Strengthen and develop school health.

• Emphasize health for mothers, children and older persons, and rehabilitation.

• Effectively strengthen inter-sectoral cooperation in health protection, caring
and promotion for the people.
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• Enhance the effectiveness of information, education and communication (IEC)
activities: Create a clear change in attitudes and responsibilities of the whole
political system in health protection, caring and promotion for the people.
Equip people with knowledge and skills so that individuals, families
and communities can actively prevent disease, develop hygienic lifestyles,
practice physical activities, reduce lifestyles and habits that are harmful
to health, actively participate in community health care, protection
and promotion.

5.5.3. Health promotion activities in Viet Nam

In Viet Nam, health promotion activities in past years have been either
integrated into preventive health programmes or NHTPs, or conducted by specific
health promotion programmes.  In NHTPs, IEC activities play a vital role in creating
the basis for the success of those programmes. IEC activities always emphasize two
main objectives: increasing understanding, changing behaviour of the majority of
people in the community about disease prevention; and attracting commitment of
leaders and managers at all levels and different agencies/sectors for the steering and
resource investment in NHTPs. In those target programmes, the budget allocated
for IEC activities is very low (less than 5 per cent) excluding HIV and malnutrition
prevention activities. Health promotion activities are integrated into various
programmes such as injury prevention, tobacco abuse reduction and non-
communicable disease prevention.

Health promotion activities conducted in Viet Nam comprise:

• Healthy city.

• Healthy market.

• Healthy and cultural village.

• School for health promotion.

• Healthy workplace.

Healthy city

WHO introduced the concept of “healthy city” to Viet Nam in 1994 to improve
living conditions and promote the health of those people living in urban area. In 1997,
the project Healthy City was piloted in Hai Phong and Hue. By 2003, seven cities and
towns were participating in the project.

Healthy market

Officially operated in early 2000, mainly with activities for food safety, market
environmental hygiene and health services for people in the market areas. To 2006, the
Healthy Market project has been conducted in six provinces: Hai Phong, Ha Noi, Thua
Thien-Hue, Ha Tay, Quang Ninh, and Thai Binh.

Healthy cultural village

Healthy cultural village is an integrated programme of people’s health-care
protection and promotion in the movement of “People uniting for healthy living”
signed between the MOH (Viet Nam), Ministry of Culture and the Viet Nam National
Committee of the Fatherland. This movement was officially operated since 2003.
The MOH (Viet Nam) has promulgated 8 health criteria for cultural family and 11
health criteria for cultural village, community and ward. In 2004 the MOH (Viet Nam)
piloted the healthy and cultural village in six provinces/cities and in 2005 expanded
it in six new provinces.
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Healthy working place

From1998 to 2001, MOH (Viet Nam), with WHO support, piloted the programme
of health promotion in working areas for small and medium enterprises. In 2002, the
model was extended to large enterprises, trade villages, joint stock companies and
foreign-invested enterprises. Health promotion indicators in the working place were
developed and committed with enterprises, trade villages and productive households.

School for health promotion

Activities in the School for Health Promotion promote the effectiveness of IEC
methodologies in schools, organizing school health-care services and providing facilities
and a good schooling environment. The movement was officially launched in 2001 in
some pilot schools in Ha Tay. Up to the present, the model has been carried out in 58
schools (mostly primary schools in Ha Tay and Ha Tinh).

5.5.4. Financing of health promotion in Viet Nam

The Administration for Preventive Medicines is responsible for health promotion
in Viet Nam. However, health promotion activities are actually quite fragmented,
sometimes not separately operated but integrated into other preventive projects such
as the National Health Programmes. Therefore, in the National Health Accounts there is
no separate budget line for health promotion. Expenditures for health promotion were
included among those for preventive medicine and public health consisting of the eight
elements of (1) communicable disease control; (2) non-communicable disease control;
(3) maternal and child care and protection; the family planning and expanded
programme for immunization; (4) primary health care and school health care; (5) food
safety and hygiene; (6) environmental hygiene; (7) IEC for health; (8) other preventive
activities. Out of total expenditures for preventive medicine and public health,
expenditures for primary health care and school health care made up the highest share
at 55 per cent, while spending for IEC activities amounted to less than 1 per cent
(2005). However, IEC activities were also included in other elements.

As a percentage of total health expenditure, spending for preventive and public
health activities was 14 per cent in 2005. Of total expenditure for preventive health, the
Government budget accounted for only 32 per cent, while households and enterprises
contributed the largest share at 54 per cent and the remainder came from foreign
assistance.

Although separate figures for budgets for health promotion are impossible to
find, health promotion programmes budget their activities with funding from two sources:
State budgets and foreign assistance. Of those, State budget allocations have been
directed mostly at the Healthy Village Project since 2004 with an annual budget of VND
3 billion. Figures on financial support from international organizations were not available.
Nevertheless, according to reports provided by the Administration of Preventive
Medicines, three major projects were supported by donors, including Health Promotion
Project supported by WHO; Hand Washing with Soap project supported by World
Bank; and Community Health Promotion Project funded by Unilever.53

5.6. Conclusions and Recommendations

5.6.1.   Conclusions

• In general, national health programmes have been implemented quite
effectively and have contributed significantly to common health outcomes.

53 Ministry of Health, “Report on performance in 2006 and plan for 2007”, Administration of Preventive
Medicines, Hanoi, 2007.
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• The Vietnamese health system in general and health financing in particular
are distinctly equity-oriented. The goal of universal HI has been decreed.
The road map to that goal has been developed.

• Currently, the health financing system in Viet Nam is a mix of different sources,
in which public financing accounts for 31 per cent and households and non-
governmental sources contribute the rest.

• Approximately 42 per cent of the population has social health insurance
coverage including the poor, minority ethnic groups, people living in
disadvantaged communities and individuals over 90 in age who are subsidized
by the Government budget and are entitled to HI cards.

• Children under six-years-old, accounting for about 10 per cent of the
population, are provided free health-care card privileges. Costs of their
health care are reimbursed by the Government budget to health-care
service providers.

• As a developing country with limited tax-based general revenues, Viet Nam
has made a great effort to allocate budgetary resources for priority targets
to advance equity in health care such as for the poor, children under six-
years-old, grass-roots health facilities and national health programmes.

• Issues that concern access to health services by the poor need to be resolved,
such as identification of target population, HI card delivery, deficit in HI funds
for the poor and barriers to access because of such indirect costs as
transportation, meals and opportunity loss.

• Issues that concern universal coverage of HI need to be resolved, including
low coverage, deficit in HI funds, inappropriate service providers' responses
to enrolees’ expectations and limited managerial capacity of HI agencies.

• The grass-roots health-care network has an important role in ensuring equity
in health care, in providing primary health care and also responding to health
needs of the poor. However, both manpower and financing resources for the
network are inadequate, resulting in poor quality of care.

• The significance of health promotion has been emphasized in general health-
care policy, but in practice it has not been appropriately considered. No
national organization is responsible for health promotion. Health promotion
activities have been fragmented. No budget line item has been specified for
health promotion. Generally, the State budget for preventive health services
and public health programme activities including health promotion has been
quite low.

5.6.2. Recommendations

• The State budget for health should be increased, so that the percentage of
governmental expenditures for health of total Government expenditures rises
from the current 3.6 per cent to 8 to 10 per cent by 2010. The shift in State
subsidy from health-care providers to users should continue through support
for the poor, near-poor, children under six-years-old and other target groups
to enrol in HI.

• The share of the State budget for grass-roots health care, preventive measures
and health promotion should be increased.

• The development of the road map to universal HI should be continued,
focusing on the goals of sustainability and equitable access to services.
Appropriate premium levels should be identified so that revenues and
expenditures can be balanced and managerial capacity is strengthened.

• The shift from direct payment for health services for children under six-years-
old to use of a card for free services should continue.
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• Investment should continue in national health programmes that have been
modified in accordance with the new policy context.

• A basic health-care package should be designed to help achieve universal
coverage.

• The role and contribution of health promotion in overall health planning should
become a policy priority.

• Resources for health programmes should be increased through social
mobilization.
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