CHAPTER 3
HEALTH CARE FINANCING IN VIETNAM

3.1 The Framework of Health Care Financing in Vietnam

. The structure of Health care flnancmg |n V|etnam
are includes 4 components . government bud ? ore|1gn
ald, nealth insurance premium” and treatmen fees
first three components  are controlled
health sector, the last, treatment fees ald by patlen
involve both * public sector and private sector.

During the period of economic reform, the

proportion of the national government Bud et for_ current
expenditures spent on health iIncreased from 2.76 % iIn
1986 to 4% in 1990 and after that remained roughly around
this percentage up to now (see the Table 3.1).

Table 3.1: Vietnam National Health Budget 1991-1995
(billion dona4

1991 1992 1993 19 1995
National Budget 12,081 22815 38,080 48,270 60,200
Health Budge (16 1,020 1 48% 2,220 2,817
% 5.9 4.47 3 4.6 4.1

Source  Ministry of Planning and Investment, Vietnam

It s now recognlzed that in the face of
i the health

problems dget from  government IS
insufficient. The assessment of fhe Vietnamese
Natl?nal Assembl stagd that it cov?rs about 60 %, of
total health care need, only enough for normal rupning
cost. It means that a [ot of "need™ can HOt be satisfied,
such as purchasm% new and modern. health “machines,
constructing and decorating new bqumgs for hospitals
which . had b?en built a Ionﬁ time ag . using new drugs and
facilities for treatment and diagnosis.
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_ From 1989, Xstem of user fees for distrjct,
provipcial — and na 10 level  hospitals has heen
established In order _to increase resources for health,
but as we_ can see in Table 3.2, It covers only around b-
[% comparing with government expendltures for “health, and
im rovement of hedalth care flnancmg hrou%h user fees
has not been forthcoming due to the many ex mptlons that
ﬁ ?ran ted ?nd he redlction |n the atténdance at public
ealth care tacilities,

Table 3.2: User Fee Compared to Government Expenditure

( billion dog% )

Year 1990 1991 1992 1994 1995 1
[tem
Gov't exp. 427 716 1,020 1468 2220 2817
User fee 20 45 12 102 110 150
% 468 628 7.06 695 495 532

Source : Ministry of Finance, Vietnam.

_In Figure 3.1, .the framework of health care
financing for public sect|on in Vietnam is presented.
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Figure 3.1: The Framework of Health Care Financing in Vietnam
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3.2 Health Insurance in Vietnam

, As part of the efforts to brlnlg more resources
into the health sector the Health Insu ance program has
been advocated for a ._number of years. The severance
scheme has been operating since 1989 but, mostly as a
pllot tt)rogram at the provincial or district level. In
992, the™ government approved the principle of healt
|nsurance at the national level, C|V|I servants and
factory workers were |nsured on a compu sQry ba3|s heI
|
the

0t
C|t|zens could Jom on vounarg basis. The init
J)asm was also on health Insur nce coverage of

t of os |ta servwes rac ice, th|s law 1S
ex ected to Pn he gra uaI |mgemen tation of health
Insurance for of “the population. Indeed, due to
Ifferent socmeconomlc condltlons “this implementation
Is likely to, be carried out at a dlfferent ace In the
varjous ° regions. Moreover, — much have  to he
assimilated ™ and improved about he functioning  and
management of health " insurance. One has to realizé that

even _thou%;h the scheme now Is four or six years old, it
Is still Tn a very early stage of development.

, ~ The feasipility of health insurance should be
investigated at all administrative IeveIs including the
commung’ level. Note, for instance, that the communés are
now requned to sun lement the fupds from the government

health % e|r own Initiatives to ralse funds
among ommunes pnlatlon Hence, health nsurance
coul weI be a potential source of funds at the commune

level.

E xist |n% health insurance schemes in Vietnam are
the Rubllc system, organlzed and m fnaged by governmental
organization; at the national level called
V|etnamese Health Insurance Department with
respon3| ity for &)ollcy mak |ng, management uidance ang
%enf reserve fund kee e]r There I1s & sub-départment of
ealth |nsurance for each province. The sub-department
has the right to . do autonomous independent accountln%
Bn? manage the district-health-insurance agenmes WIC
elong to it (see Fgur 1. Among tofal “revenue from
Insurance E)remlums i can use a maximum of 8% for
administratjon —and in case of the comPus%rg/ ealth
insurance (CHI) ﬁrogram it contributes 2 central
department ‘for eneral reserve fund, the rest has tg
be” used for paying health care service benefits of
Insured patlents
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i) . Financial Mechanism of Health Insurance in
The main characters of this mechanism is that the

health insurance agency is the public, non-profit
organization. Insured persons pay nothlng when they use
health care services from providers inside the insyred
scop while hospital costs are _reimbursed by thlrd
pary ayment directly to the hospital after checking a
undér  supervision “of health ~ insurance offlcers
Consumers,” providers and insurers get benefit from
overnment subsidy _through health budget allocation  for
ublic hospitals. " Figure "3.2 demonstrates the mechanism'
actions as a part™ of the Vletnamese health care
financing ~ framework, where Prow ers are district,
rovincial and central PltaS consumers are CHI and

patients and _the heath Insurance agepcy s _the
grovmual health insurance sub-department With™ district
gencies belonging to it.

Figure 3.2: Diagram of Financial Mechanism of Health
Insurance in Vietnam
PRNPOIIORTY A7 & 27 <G (% 7 RN Provider of health services
Consumer§ 4 (Public Hospital at distirct,
(CHL VHI patient ) Health service supplying province.national levels )

HI coveXage

ReguMNation,

Subsiady
Government
RegulFtlon
SubSW \'
Contracting,
k checking,
\\ ;" supervising,
Health Insurance payment.

Insurance premiNm CHL VHI Agency

Source  Modified from WHO Technical Report Series. No.829
“"Evaluation of Recent Changes in the Financing of Health
Services''. WHO 1993.
Note: —— » CHI action.

........................... k WHI action.
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ii) . The structure of Health Insurance in Vietnam

, The, structure of health insurance _scheme ip
Vietnam mal,nlay are compulsory, voluntary and free health
card for dis bI%d and ‘handicapped. Thé details of each
scheme are as follows

(1) Compulsory Health _Insurance (CHI) |Sapp||edt0
government servants an? industry  workers with ~ premium
ccupying o percent of salary, “in that, government or
employers  contribute .~ 2%  ‘government  servapts  and
employees pay 1% _This proqram insures for both in-
patient and out-patient department in terms of recurrent
expenditures and a part of capjtal cost of health care
services, by paying directly for the hospitals which
signed the” contracts _with _health insufance  sub-
departments )_{see Flgure_3.2). The target_of population
which the CHI pro_?r_m intends to covér is 5'milljons,
Including 1.5 miflion government servants, 2 million

Industrial workers and 1.5 million retired persons.

Even it is a compulsory system, it is difficult
to cover all of the target P_opulatlon. The covered
Rercenta%e was _only 45% in“the Tfirst year operating ang
as risen to 82 now, with the number of covered insured
around 4 million. In terms of financing and expenditure,
Table 3.3 shows that the P_rograms revenue and cost
increased parallel nearly 3 timés over 4 years, and the
revenue was enough to~ cover the fotal” cost of the

program.

Table 3.3: situation of Compulsory Health Insurance in

Vietnam. .
million_dong
Index 1992 1993 1994 1995

CToa\;greetdpopulation 5,000,000 5,000,000 5,000,000 5,000,000
No.of acdual insured 2,228,000 3,722,237 3,946,220 4,100, 000
%cov?re 45 64 19 82
Total CHI Revenue

](mllllon dong) 09, 945 121,362 167,441 183,126
otal CHI coSt 59,274 04,366 106,538 161,965
Transfer to next year 10,671 56,996 60,903 21,161

Source  Department of Vietnamese Health Insurance.
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2) free meaitn cara program have heen implemented
since . 1993 rn severaI rovinces, . Those programs
sybsidized ny oca govern ents and jnsure onl
disabled, handicap nd old persons who are alone and
very poor with the standard used or assessment that his
or “her income is not enough rt/ kilograms of rice
ﬁer month; that equals 50, The nimber of free
ealth cards distributed was onI aroun 20,000, compared
to 2 million poPuIa lon his grou The main reason Is
the limited health budges of local d)overnments

(3) Voluntary Health Insurance (VHl)

Among 73 million gogulatron VHI  pro ram%
intend to cover about 40 mr||r ns outside the scope o
the compulsory heaIth insurance scheme and other ﬁroups
which can use ub IC heaIth care Services free of charge
The num ers o 6peo or each group are. 15 mrIIron

ren under ears old, 9 million minorities
Ebod millign ver poor with certrfrcate cgrd all oated

ocal socraI af arrs offices (see the e 3.4). The
frrs gr lot of program -was opened In_ 1990,
years before the CHI scheme was established officially,
marnIy In Haiphong.

Table 3.4 Number of WVHI Persons in Vretnam
(1,0 person&4

Year 1990 1991 1992 1993 19 1995

[tem
-Target po 35,353 36,091 36,813 37,550 38,295 39,000
- gured]p 108 216 310 534 510 650
ocovered 0.3 0.6 084 142 1+0 1.7

Source  Department of Vietnamese Health Insurance.

Now the roblem of the VHI program in Vietnam is

the exist rth d ween the target and the actual number

insure sons of VHI programs in the whole country.

Correspon rnd to that problem the obgectrve i)f thrs
study s, hough the case study on, economic anaysrs

VHI premrum rn (? to identify methods to extend
{/hreetnannl{m er ure persons for VHI programs in

In the common scene of the health insurance issue
in Vietnam, Haiphong 1s an active location where the
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frs é)rovrnce operated VHI rogram began in. Vietnam.
Ale years operation, the rogram ~in. Haiphong has
a lot

of “advantage and of course Paces problems.

3.3 Health Care Financing and Health Insurance in
Haiphong

3.3.1 Health Care Financing

|m|IarIr¥ other provinces, the provincial
health budget Harph g recerves contrrbutrons from 4
sources: IocaI governmen budget, foreign aid, hosprtal
fees  and ?a insurance - reimbursed  from _ health
Insyrance office. Beside that, 1t can receive an
assistant budget from natronal Pro rams for social

disease protective activities at certain locations.

Even it 1Is Irmred b%/ the bud1 get, the HarPhon
government pays attention o eafth seco b

[locatin around 11-12 % o | annual
ﬁealth gut anaFyzrng data Orn able 3.5, we frr?d hat
even. It gets th dvantage, such as  Increasin 320%

e 4
within 6 ears the, health “budget per . caprta |n aréa on%
rs still ver % rn 1995 this™ index Is equal
per capita.” T udget can provrde en ugh
standard- opera%rng C05{S ossprtas ut of course rt
IS not enough tor capital costs such as renewal of health
machines or buildings. In the short run, dgrrng the time
of improvement of the economic condjtion of H |phong and
Incomes of populatron are petter, the health sectol can
not _improve immediately the quality of health care
services In order to rncrease demand for health care. The
gro ortion of government su srly rncIudrng the sources
[0 natronal programs, compared the “total health
budg t of Haiphong "is aroun 5-70%, Whrle the percentage
oreign aid_declines ear Olygear rom 19% percent in
1990 down to 59% in 19 n 5% in 1995; one of the
reas ns the mcreasrn local sources for (eah
pong The hogpital fes progortron mcrease near%/
bg doube within 6years rom 6.85% In 19? to 1078% |
“In_parallel with the frnancra soyrce from
health msurance ear h year ﬁomfs mor |mportan
contribyting 10.86% of the total nealth bug 1995
comparﬁd with 227% in 1990, 1t takes 16% 1f compared
with the financial sources from government Even though
It dust COVers abou 20/0 of the population there, [th
Ins rance frnances he same amount’ of budget for health
comf)a]re with osgrtal fees, In he long “run, .when the
health insurance scheme with a Iarge nUmber of insured
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Fersons Wil] be implemented, health insyrance will become
he main financial source for the health budget in
Haiphong.

Table 3.5: Local Health Budget of Haiphong 1991-1995

(_million dong f

Year 1990 1991 1992 1993 1994 995

[tem
1. Gov't Budget 12,308 17,050 26,350 37,100 40,131 42,018
% of Total 64,17 68.25 62.32 66. 98 68.24 68. 36
2 .National Program 626 903 1,370 1,883 1,938 2,140
% of Total 3.26 3. 62 3.24 3. 40 3.30 3,48
3. Foreign Aid 4942 4749 6,088 5219 3,462 4,009
% of Total 25. 77 19.01  14.40  9.42 5. 89 6.52
4. Hospital fees 929 1,712 3,168 4,714 6,093 6, 625
%of Total 4.84 6. 85 9.86 10.32  11.74  10. 78
5.Health Insurance 375 567 4,303 5,470 6,372 6,675
% of Total 1.96 2.27 10.18 9. 88 10. 33 10. 86
6. Total Budget 19,180 24,981 42,279 55,386 58,806 61,467
% of Total 100 100 100 100 100 100
[. # of Population 1,460 1490 1516 1542 1565 1,588

( 000'person

8. HB per Capita

dong )
Sources
Note

Ioc
{
h

The aver%
ateg
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The items 1,2,3,4,5 of this table correspond with
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Table 3.6  Average Budget Subsidized from Governm One

| _ ent for
Bed per Year "and per Day in Haiphong, 1990-1995

Year 1990 1991 1992 1993 1994 1995

item

1. Hospital Budget

(m.illion dong) 13,050 17,528 29,203 38,343 40,710
2. Total beds 2,900 2,900 2,900 3.000 3,000
3. Budget for bed

wro

oo
[an]dy ]
[an]dy ]

per year (million) 4500 6.044 10.070 12.781 13570 14.195

4. Budget for bed

per day ( dong ) 12,330 16,560 27,590 35,020 37.130 38,860

Source  Bureau of Health of Haiphong

_ For one patient staying one day in the hospital
in 1995, local Hover,nment subsidizes about 38,800 dong,
Paylng to the osP|ta_I by direct way as wuser fee or
ndirect way as health insurance premium.

3.3.2 Health Insurance in Haiphong

. Haiphong s the earliest  province  for
establishing the health insurance scheme for the whole
rovince, represented by the Health Insurance Office of
aiphong, which signed. the contracts with 23 hospitals of
the. Rrovmce on hospitalization care service supply for
Haiphong's insured patients. The same structure of health
Insurance scheme operates in the whole country, health
insurance in  Haiphong _includes  Compulsory — Health
Insurance (CHI) program, Free Health Card and Voluntary
Health Insurance (VHI) program; and in addition they
organize an Insurance program for school children.

i) . Compulsory Health Insurance in Haiphong

~ CHI program in Haiphong started in 1992 at the
same time with “other provinces in Vietnam. . The target
population is civil ‘servants and industrial workers
without, their dependents. The number of the taré]et
population is over 200,000 persons, mcludmg 25,000
civil servants, 150,000 industry workers and 35,000
retired . persons, _it is around 13.2-135% of the
population there. The covered percentage between actual
and target populations increased from 5% in 1992 to
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78.57% in 1995,  The insured scope is to insure for both

-patignts and out-patients _in terms of recurrent
expendlture and a part of capital cost of health care
services, Except for the emerqent cases, in-patients ?o
to hospital foflowing the regulated levels, the first Ts
commune health station, the Second is district hospital,
and the last is provincial hospital (see Figure 3.3), The
out-patient can get health care sServices at clinic,
district or provincial hospitals, depending on the degree
of illness ‘and consultation from physician. The ~CHI
premium is collected based on b salary of the insured:
% paid by insured person, 2o paid y government for
civil servants and employers for emPIo ees™ Normally, it
is higher than VHI premlum b 90%. During the
first =4 year operation (199 1995?] CHI program, ‘total
revenue was always greater than the total expenditure,
with the surplus_accumulated being 3,963 miflion dong
(see Table 3.3). This amount of money was proposed to be
used . for improving health facilities, such .as renew
machines, equipment, and decorating, initially at
Rrovmmal hosp |taIs Health insurance office reimburses
osplta costs %paymg directly for the 23 hospitals
who had signed the confracts wjth them, after checking
the documentatlon and accounting.)

||) Free Health Card in Haiphong

This _program, implemented from 1994, follows
several provinces who generated the idea of helping
disabled, handicapped and very poor old person who are
alone and does not have enough’ income to spend for buying
20 kilograms of rice per month, that equals 50, 000 dong
The source |s used to bug free health card subsidized
the Bureau of Labor and Social Affairs of Haiphon 8 with
limited numbers of cards issued 2288 cards |n 1994 " and
2,170 cards in 1995. The insured henefits of this. card
are the same as the VHI card in Haiphong, which will be
described as below.

III) School Children" Insurance Program In Haiphong

This program insures for primary health care,
dental care_at school, and hosRnaI care for accident and
sickness. The advantage of this program is it covers
almost 200,000 school “children in Haiphong, that means
134% of population there.
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IV)  Voluntary Health Insurance in Haiphong

_ The VHI program has been carried out in Hali)hon/g
since 1990 up to now. With its experience and problems
an economic analysis of this program can be useful not
or]I%/ for Haiphong, but also for other localities in
Vietham which™ are” operating Voluntary Health Insurance
programs.

As with the CHI scheme, the characters of the VHI
program are operated by public organization and part,l¥
subsidized by local government budget. The target of |
is to insure all informal, daily and agriculturé workers.
The analysis on government subsidy for VHI_patients in
Table 3.7 can be done by using the data in Table 3.6 and
Table 3.8 and statistical data that shows the average
length of stay at hospital for Ha|phon?'s VHI patients is
arotund 7 days. This index has remained Tor 6 years.

Table 3.7  Average Amount of Money Government Subsidized for
One VHI"Patient in Haiphong.
(Q00" dong)

’ Year 1990 1991 1992 1993 1994 1995
eEMm

1.Average costs of one
VHI patient ﬂa|d by 130.7 163.6 202.0 271.0 270.0 289.0
VHI O ffice to hospitals

2. Gov't subsidy more 86.3 116.0 193.1 2451 2603 272.0
for one patient

% (2) (1) % T W A% 965%  M%

Source  Bureau of Health of Haiphong

Table 3.7 shows us that the tendency of average
amount of money Haiphong's government subsidized for one
Panent c_omPared to average costs of one VHI patient, paid
for hospitals by VHI agencx IS nearI?/ the same, it is an
important. condition for Lhe near future when the VHI
Program finds out the solution to extend the membership
he” government has capaC|t¥ to subsidize for . increased
number of VHI patients, thatl weans the supply side of VHI
program is constant with an extended number of VHI
patients, because local health budget increases year b¥
year, even it is low, but it covers enough for recurren
costs of hospitals, and average occupation rate of
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hospitals in Haiphong now is only 70% at provincial level
and '55-60% at district level.

_ In terms of .insured scope, the program now
insures mainly for _in-patient curative serVices at
hospital,  firstly in “district hospital, such as
diagnosis, drugs, ~blood transfusion, x-ray, and curative
care, other kind of recurrent costs and capital costs are
still subsidized by the health budget of Haiphong'
%overnment. Figure 3.3 presents the procedure for seekincr
ealth care services of VHI patients. The first step is
coming to the commune health ‘station when he feels sick,
at that Rlace they can get out-patient care services
free of charge excépt drugs; after examination if patient
situation needs to ,giet treatment at a district hospital,
the health staff will send him there. In case a district
hospital can not take care of that patient, he will be
sent to the provincial hospital, and_ in emergent cases
RanenttsI can  go directly to district or provincial
ospitals.

Figure 3.3 The Procedure of Insured Patient® Seeking
for Health Care Services

Provincial Hospital

-

(3) District
hospital can’t
take care

(4 hiBmengent District Hospital

case

(2) if need go
to hospital

(1) Free for consultation and

Commune Health Station

Insured patient

some kind of normal drugs

Source H.O.H of Vietnam

The VHI program in Haiphong reimburses directly
for hospitals in “Haiphong's ‘ared where the insureci
patients  take health  care services,  under . the
surveillance of VHI medical doctors and VHI officers
present in each hospital = from district level to
provincial level, and physicians who work there can get
allowances when they are taking care of VHI patients. The
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total amount of allowance is constrained. It is not more
than 10% of the total amount of money reimbursed from VHI
Q/Itlfllceff'to the hospitals which signéd the contract with
office.

For analysis and conclusion, Table 3.8 shows the
data presenting the situation of VHI Program in Haiphong.
The farget population covered by the VHI program in
Haiphong™ is ~about 1 million, it takes 6% “of the
population there. After 6 years operating, the actual
Percentage covered compared to target, increasing from 5
to 10%. But the absolute number of the ?ap between them
IS bigger, from 887,600 to 955000 people. In the years
1094 and 1995, the number of VHI persons were constant.
The gap between actual and target populations is the
problém of the VHI program in Haiphong and also in other
provinces, and how to Increase the number of VHI persons
In Haiphong is .the primary question of this study. Base
on that question, increasing the number of ‘insured
persons for VHI Program In " Haiphong is the general
objective of this study.

_ The premium of the VHI Rro ram is regulated by
Haiphong' government, based on tnhe "household selling and
uniform "price per insured person. Between 1990-1995, the
remium changed from 8,000 to 15,000 dong per card.
ompared to income of daily workers in urban areas and
agriculture in rural areas which varies between_300,000
dong and 700,000 dong permonth  (about 30 to 70 USD),
enough only for poor food and essential expenditure,
households ‘with 4 persons or 6 persons can not easily to
spend 60,000 dong or 90,000 to buy VHI cards for" the
whole family, so 1f VHI _pro%ram suggests a lower premium
level which® still contributes enough for the program's
revenue, it can increase demand for VHI in Hamhong. This
suggestion is valuable when we see that from sfarting
year 1990 to now, the revenue of VHI program has always
covered enough for expenditure, specially —in the two
¥ears of 1994-1995, the surplus was a Hhigh pergenta?e,
hat means in the short run, the program can adjust fhe
?remlum_ to extend membership. So the™ secondary question
or this study is "what is the optimal premium for VHI
program in Haiphong, as one of the means to extend the
membership of the “program™, and corresponding specific
objective of this study is to "identify the “method to
select the optimal premium for the “VHI program in
Haiphong, as one of the means to extend the membership of
this program".
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Table 3.8: Situation of Health Insurance Issues in Haiphong

I Year 1990 1991 1992 1993 1994 1995
tem
Total population
(million) 1.460 1.490 1.516 1.542 1.565 1.588
Among them

/t;\.T&[lgljet to covera 190,000 190,000 190,000 200,000 210,000 210,000
y

|.% compare to pop. na na 12.5 12.9 13.4 13.2
2.# of actual insured 110,547 144,942 157,325 165,000
3. % covered /target 581 72.51 75.15% 78.57%
4. Total revenue

(million dong) 3,960 5,220 6,300 6,600
5.Total expenditure
(million dong) 3,470 4,250 5,052 5,345
6. Surplus 490 970 1,248 1,255
E.Target to cover 934,700 953,400 972,500 992,000 1040,000 1060,000
y VHI
1.1 compare to pop. 64 64 64.15 64.3 66.5 66.75

2.# of actual insured 41,127 58,547 70,326 89,302 108,004 105,000
3.Gap between Target

and annual insure 887.573 894,853 902,174 902,698 931,996 955,000
4.1 covered ftarget 5.04 6.1 7.23 8.39 10.38 9.9
5.Premium (dong) 8,000 10,000 12,000 14,000 14,000 15,000
6.1990 price 8,000 7.270 6,634 5,767 5,157 5,164
7.Total revenue

(million dong) 377 585 844 1,250 LR 1,575
§.Total expenditure 375 567 833 1,220 1,320 1,330
(million dong)

9. Surplus 2 18 11 30 198 245
10.# of VHI patient 2,870 3,466 4,126 4,500 4,890 4,600
C.Children under 6 6b,000 67,000 68,500 70,000 71,500 73,000
year oldb

D. School childrenc 208,000 212,000 216,000 220,000 225,000 230,000
E. Other group* 61,300 67,600 69,000 60,000 18,500 15,000

Source  Office of Haiphong Health Insurance .

a. In 1990, 1991 target Populanqn for CHI program was only-
planning index for future action.

b. Free of chart for hospital care services. . .

c. Almost school children under 16 years old join Insurance
program for PHC, dental care at School, haspital care for
accidence and sickpess.

d. Non-immigration, illegal immigration ...



Explanation  In the item B6 of table 3.8, the formula
CPi Pi-1
1+ .1 CPil

was used to convert the value of Premium from current
price of item (B5) to 1990 price of item (B6),

where

CPi is premium presented by current price at year i .
CPi.. is premium presented b¥ current price at year i-1

Pi is premium presented by 1990 price at year 1 .

Pj_i 1s premium presented by 1990 price at year i-1 .
ri_i is inflation rate of year -1, with .., = 37.55%,

101 = 315%, ri992 = 34.2% = 11.83%, 19 = 7% The
sources of r were collected from MOF of Vietnam.

The conversion have to be done each year, because
the inflation rate in Vietnam was not uniform year b
year. It starts firstly from 1991 premium to 1990° price
after that, year by year it continues to convert 1992
?remmm to 1990 price, 19 remium to 1990 price ... and
inished by convertm 1995 to 1990 price.

For example: 1f we want to convert the 1992
premium 12,000 dong CP) into 1990 price. Fisrt, we have
got to convert to 991 price (Cpi) In order to get
uniform price to compare in next step,

CPI2 (14 ris.i) = 12,000/(1+4 03153 = 91255 it is the
value of 12,000 af 1991 price = CPi/(1+r]-I) .

Now we can compare At 1991 price 10,000 don g
(CPi-i) equals to 7,270 dong (Pi-i) caIcuIated by 1990 pric
in the last step, so how much for 9,125.57

9,125.5don3 E1991 ppr|ce)) = P97 g price)

Use "the rule of three" to calculate Pi

Pi = 9,1255 (x) 7,270 [ 10,000 = 6,634 dong
CPI PI-1

1+ ri.  CPi.
This formula -is being used in Vietnam now.
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