
LITERATURE REVIEW

The l i t e r a t u r e  r e v ie w  aim s t o  e x p la in  th e  
c o n c e p ts  o f  h e a l t h  in s u r a n c e , f in a n c in g , demand and 
premium o f  h e a l t h  in s u r a n c e  in  o rd er  to  make c l e a r ,  
u n d e r sta n d  and u se  them t o  answ er th e  q u e s t io n s  ะ "What 
i s  HI good  fo r ? "  "Why do p e o p le  c h o o se  HI?" " Is  HI 
im p o r ta n t? "  f o r  a n a ly z in g  and b u i ld in g  th e  t h e s i s .  
E x p e r ie n c e s  from  o t h e r  c o u n t r ie s ,  p r e v io u s  s t u d ie s  and 
com m ents on h e a l t h  in s u r a n c e  and VHI program in  V ietnam  
and H aiphong w i l l  b e  m en tio n ed  in  ord er  t o  show th e  
a d v a n ta g e  p o i n t s ,  and s o lu t i o n s  th a t  a re  r e le v a n t  to  
a p p ly  i n t o  V ie tn a m .

4 .1  Concepts o f  Health Insurance

H e a lth  in s u r a n c e  i s  a sy stem  in  w hich p r o s p e c t iv e  
con su m ers o f  c a r e  make payment t o  a th ir d  p a r ty  in  th e  
form  o f  an in s u r a n c e  schem e, w hich  in  th e  e v e n t  o f  fu tu r e  
i l l n e s s  w i l l  pay t h e  p r o v id e r  o f  c a r e  fo r  some or a l l  o f  
t h e  e x p e n s e s  in c u r r e d .  In o th e r  w ord s, h e a lth  in s u r a n c e  
i s  a m eans o f  p r o v id in g  members o f  a d e f in e d  community 
w it h  some p r o t e c t i o n  a g a in s t  th e  c o s t  o f  h e a lth  s e r v i c e s .  
H sia o  (1992 ) d e s c r ib e d  h e a lth  in su r a n c e  a s  a means t o  
p o o l t h e  r i s k s .  When r i s k s  a r e  p o o led  a c r o s s  a 
p o p u la t io n ,  u n p r e d ic ta b le  l o s s e s  can be tra n sfo rm ed  t o  
p r e d ic t a b le  l o s s e s ;  and w ith  c r o s s - s u b s id i z a t io n  o f  
r e s o u r c e s  from  t h e  h e a lt h y  t o  th e  s i c k ,  from th e  r ic h  t o  
t h e  p o o r , from  s m a ll  f a m ily  t o  la r g e  fa m ily  w ith  a number 
o f  d e p e n d e n ts  a c h ie v e d , in d iv id u a l  s e c u r i t y  i s  im proved .

The c o n c e p t  o f  h e a l th  in su ra n c e  b e n e f i t s  
d e s c r ib e s  i t  a s  h e a l t h  s e r v i c e s  p ro v id e d  t o  in s u r e d  
p e r s o n s  w h ich  a r e  d e l i v e r e d ,  p a id  or reim b u rsed  in  f u l l  
o r  i n  p a r t  by th e  th ir d - p a r ty - p a y m e n t , th a t  i s  payment 
f o r  h e a l t h  c a r e  s e r v i c e s  in c u r r e d  by a d e f in e d  group o f  
p r o t e c t e d  p e r s o n s ,  made by governm ent and h e a lth  
in s u r a n c e  c o m p a n ie s , on b e h a lf  o f  them (Ron, A b el-S m ith  
and Tamburi 1 9 9 0 ) .
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" H e a lth  in s u r a n c e  i s  a way o f  r e a l i z i n g  s o c i a l  
j u s t i c e ,  b e c a u s e  i t  i s  b a se d  on s o l i d a r i t y  and 
c o o p e r a t io n  b e tw e e n  th e  w e l l  and th e  i l l ,  th e  
r ic h  and th e  p o o r , and em ployers and em ployees"  
(A b e l-S m ith  1 9 8 6 ) .
The b a s i c  i s s u e s  o f  h e a lth  in su r a n c e  a r e : Who

w i l l  b e  c o v e r e d ?  What w i l l  be covered ?  How w i l l  th e  p la n  
be f in a n c e d ?  How much w i l l  p a t i e n t s  pay? (Sharp, R e g is te r  
and L e f tw ic h  1994) . The g o a l s  o f  h e a lth  in su r a n c e  
o r g a n iz e d  by govern m en t can be summarized a s f o l lo w s  ะ

(1) To e n s u r e  e v e r y o n e  a c c e s s  to  ad eq u ate  h e a lth  c a r e  
" eq u a l o p p o r tu n it y  o f  a c c e s s  to  b a s ic  h e a lth  c a r e  fo r  
p e o p le  a t  e q u a l r i s k " .  In term s o f  e q u i t y ,  th e  b road er  
o b j e c t i v e  o f  f u l l  e q u a l i t y  i s  u s u a l ly  p h ra sed  in  th e  
h e a l t h  c a r e  c o n t e x t  a s  " eq u al trea tm en t fo r  eq u a l n eed" . 
E xp en d in g  p o p u la t io n  c o v e r a g e  i s  one o f  th e  e q u ity  g o a ls .  
The la r g e r  a sc h e m e 'ร p o p u la t io n  c o v e r a g e , th e  more 
e q u i t a b l e  a schem e i s .  The p o s s ib le  growth o f  c o v e ra g e  
m eans t h a t  a schem e h as th e  p o t e n t ia l  to  in c r e a s e  th e  
number o f  b e n e f i c i a r i e s  i f  f in a n c in g  su p p ly  i s  a v a i l a b l e .

(2) To e l im in a t e  th e  f in a n c ia l  burden c o n n e c te d  w ith  
th e  a c q u i s i t i o n  o f  h e a l t h  s e r v i c e s .

(3) To c o n t r o l  and l i m i t  r i s i n g  h e a lth  c a r e  c o s t s ,  in  
o r d e r  t o  a v o id  th e  m oral hazard both  in  term s o f  
"consum er m oral hazard"  and " p ro v id er  m oral h azard" , and 
in  o r d e r  t o  a c h ie v e  e f f i c i e n c y  by d o in g  th e  b e s t  way to  
p r o v id e  h e a l t h  c a r e  s e r v i c e s  (D onaldson and G erard 1 9 9 3 ) .

P u n tu la r p 's  (1995) e x p la in e d  th a t  in  d e v e lo p in g  
c o u n t r i e s ,  h e a l t h  in s u r a n c e  w i l l  have a m ajor r o l e  in  
m o b i l i z in g  fu n d s  from  p r iv a t e  so u r c e s  fo r  h e a lth  c a r e  
s e r v i c e s ,  o th e r  o p t io n s  may n o t be s u i t a b l e  fo r  lo w -  
in com e g r o u p s w h ich  HI i s  in te n d e d  to  c o v e r  ( in fo r m a l  
w o r k e r s , a g r i c u l t u r e  w o r k e r s ) ,  fo r  exam ple t a x a t io n ,  u ser  
c h a r g e , b e c a u se  th e y  h ave su ch  low  in com es. B e s id e s  t h a t ,  
HI can  h ave th e  d is a d v a n ta g e :  a d v e r s e  s e l e c t i o n  i f  more
p e o p le  w ith  h ig h e r  r i s k  o f  i l l n e s s  j o in  th e  schem e and 
p e o p le  w ith  lo w er  r i s k  a r e  n ot l i k e l y  to  j o in  i t ;  and 
m o r a l  h a z a r d  s i n c e  tr e a tm e n t c o s t s  are  p a id  by th e  
in s u r e r s  w h i l e  p a t i e n t s  become l e s s  p r ic e - c o n s c io u s .  The 
v i a b i l i t y  o f  in t r o d u c in g  t h i s  sy stem  or how s u c c e s s f u l  i t  
i s ,  d ep en d s on th e  l e v e l  o f  e c o n o m i c  d e v e l o p m e n t , 
in c lu d in g  in com e o f  t h e  p o p u la t io n , th e  s o c i o - c u l t u r a l  
c o n d i t i o n s  and th e  c o - o p e r a t io n  among MOPH and th e  
h e a l t h - r e l a t e d  o r g a n iz a t io n s ;  f i n a l l y ,  how h e a lth  
m anagem ent can  o p e r a te  in  such  a way th a t  i t  le a d s  to  
e f f i c i e n c y  and e q u i t y .  B ecau se  th ey  la c k  th a t  fo u n d a tio n ,  
a lth o u g h  more th an  h a l f  o f  d e v e lo p in g  c o u n tr ie s  have been
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in tr o d u c e d  h e a l t h  in s u r a n c e  in t o  t h e i r  c o u n t r ie s ,  i t  
c o v e r s  o n ly  a s m a ll number (5-30%) o f  th e  p o p u la t io n .

4 . 2  U t i l iz a t io n , Demand and Premium fo r  Health 
Insurance

P h e lp s  (1993) m en tio n s th a t  p e o p le  seem to  
d i s l i k e  r i s k .  The p e r v a s iv e  p u rch a se  o f  in su r a n c e  o f  many 
t y p e s  o f f e r s  c o n c r e t e  e v id e n c e  o f  t h i s  d i s l i k e .  P eo p le  
w i l l i n g l y  (and o f t e n )  pay in s u r a n c e  com panies more than  
t h e  a v e ra g e  l o s s  th e y  c o n fr o n t ,  in  o rd er  to  e l im in a t e  th e  
c h a n ce  o f  r e a l l y  r i s k y  ( la r g e )  l o s s e s .  We can d e s c r ib e  
p e o p le  who b eh a v e  t h i s  way a s  r i s k  a v e r s e . R isk  a v e r s io n  
a r i s e s  from  a s im p le  a d d it io n a l  a ssu m p tion , th a t  th e  
m a r g in a l u t i l i t y  o f  in com e, w h ile  p o s i t i v e ,  g e t s  s m a lle r  
and s m a l le r  a s  a p e r s o n ' s  incom e g e t s  la r g e r .  In o th e r  
w o rd s, i f  we w ere  t o  p lo t  a p e r s o n 'ร u t i l i t y  a g a in s t  h is  
o r  h er  t o t a l  in com e, th e  diagram  w ould lo o k  l i k e  F ig u r e  
4 .1 A .

F ig u r e  4 .1 A : M a rg in a l u t i l i t y  a t  Two Income L e v e ls  
U t i l i t y

In  t h e  ab ove  f ig u r e ,  th e  p e r s o n 's  u t i l i t y  w ould  
a lw a y s  in c r e a s e  a s  incom e in c r e a s e d , but th e  graph o f  
u t i l i t y  v e r s u s  in com e w ould  a lw ays f l a t t e n  o u t more and 
more . T h is  i s  c a l l e d  d im in is h in g  m arg in a l u t i l i t y ,  and 
t h i s  id e a  i s  c e n t r a l  t o  th e  q u e s t io n  o f  why p e o p le  buy 
in s u r a n c e .

The R is k - A v e r s e  D ec is io n  M aker
S u p p o se  a p e r so n  w ith  th e  u t i l i t y  fu n c t io n  shown 

in  F ig u r e  4 . IB s t a r t s  ou t w ith  an incom e I 2, but knows
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t h a t  some e x t e r n a l l y  g e n e r a te d  r i s k  may red u ce t h i s  
y e a r ly  in co m e t o  II โ I f  t h i s  r is k y  e v e n t  o c cu r s  w ith  
p r o b a b i l i t y  p, th e n  th e  s t a t i s t i c a l  e x p e c te d  incom e o f  
t h i s  p e r so n  i s  E (I )  = PIi + [ (1—P) I 2] = I* .

F ig u r e  4 . IB ะ E x p e c te d  u t i l i t y  when P r o b a b i l i t y  o f  I i= p  and  
P r o b a b i l i t y  o f  I 2 = ( l - P )

U sin g  th e  u t i l i t y  fu n c t io n  in  F ig u re  4 . IB, th e  
c o r r e s p o n d in g  w ith  e x p e c te d  incom e I* in  th e  u t i l i t y -  
in com e grap h  i s  บ ( I * ) .

The e x p e c te d  u t i l i t y  f o r  th e  p erso n  w ith  t h i s  
r i s k y  in com e บ* = P U (Ii) + (1 -P )U (I 2) .

In  p r i n c i p l e ,  th e  e x p e c te d  u t i l i t y  i s  low er than  
th e  u t i l i t y  o f  th e  e x p e c te d  incom e (avera ge  in c o m e ).

C o r re sp o n d in g  w ith  บ* in  th e  u t i l i t y - in c o m e  graph  
i s  c e r t a i n  in com e I c  t h a t  w ould c r e a t e  u t i l i t y  o f  I * . Ic  
i s  l e s s  th a n  I * .

The d i f f e r e n c e  betw een  th e  c e r t a in t y  e q u iv a le n t  
and a v e r a g e  in com e i s  c a l l e d  th e  r i s k  premium. I t  
r e p r e s e n t s  th e  maximum th a t  a r i s k - a v e r s e  p erso n  would be 
w i l l i n g  t o  pay t o  a v o id  t h i s  r i s k .  The more th e  p erso n  
d i s l i k e s  r i s k ,  th e  b ig g e r  th e  gap betw een I c  and I* . T h is  
m odel o f  con su m er b e h a v io r  when c o n fr o n te d  w ith  u n c e r ta in  
r i s k y  f i n a n c i a l  e v e n t s  s ta n d s  a t  th e  h e a r t  o f  th e  
e c o n o m is t ' s  way o f  th in k in g  about such  d e c i s io n s .  
E co n o m ists  presum e t h a t  p e o p le  a c t  to  m axim ize e x p e c te d  
u t i l i t y .  When th e y  do so , th e y  buy in s u r a n c e  a g a in s t  
r i s k y  e v e n t s .
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B e s le y  (1990) argued  th a t  th e  main fu n c t io n  o f  an 
in s u r a n c e  c o n t r a c t  i s  t o  red u ce  th e  r i s k  fa c e d  by th e  
p e r so n  who b u ys i t .  Such c o n t r a c t s  t y p i c a l l y  o p e r a te  in  
term s o f  an a g reem en t by th e  in su r a n c e  company to  pay  
so m e th in g  t o  th e  in s u r e d  in  th e  e v en t o f  a p a r t ic u la r  
o u tco m e, in  ex ch a n g e  f o r  th e  payment o f  an in su r a n c e  
prem ium . In  c a s e  o f  h e a l t h  in s u r a n c e , th e  two p a r t i e s  in  
a c o n t r a c t  a r e  th e  p a t i e n t  and th e  in su r a n c e  company, and 
t h e r e  a r e  two c o n d i t io n s  upon w hich  in su r a n c e  paym ents 
can  b e  made t o  depend  ะ one i s  th e  s t a t e  o f  h e a lth  and 
th e  o t h e r  i s  e x p e n d itu r e  upon h e a lth  c a r e . T h is k ind  o f  
c o n t r a c t  t i e s  h e a l t h  in s u r a n c e  d i r e c t l y  to  th e  demand fo r  
h e a l t h  c a r e .

The P roblem  o f  M oral H azard o f  H ea lth  In su ra n ce
The m oral h a za rd  o f  h e a lth  in s u r a n c e  i s  th e  

in c r e a s e d  r i s k  o f  p a y -o u t  f o r  in su r a n c e  f ir m s th a t  
r e s u l t s  from  b e h a v io r a l  ch a n ges cau sed  by th e  in su r a n c e  
c o v e r a g e  i t s e l f .

In su r a n c e  m echanism s o f t e n  a l t e r  th e  econom ic  
c o n s t r a i n t  on b o th  p a t i e n t s  and p r o v id e r s .  S in c e  
t r e a tm e n t  c o s t s  a r e  p a id  by th e  in s u r e r s ,  p a t i e n t s  become 
l e s s  p r i c e - c o n s c i o u s  and p r o v id e r s  become l e s s  
e c o n o m ic a l ly  and m o r a lly  r e s t r a in e d ,  c h a r g in g  h ig h e r  
p r i c e s  a s  w e l l  a s  r e q u ir in g  fr e q u e n t  v i s i t s  by p a t i e n t s .  
T h is  c o n d i t io n  c a u s e s  o v er -co n su m p tio n  and o v e r 
t r e a t m e n t .  The im p a ct o f  m oral hazard depends not o n ly  on 
demand f a c t o r s ,  b u t a l s o  on th e  a v a i l a b i l i t y  o f  su p p ly  
and t h e  r e s p o n s e  o f  p r o v id e r s .  Under reim bursem ent 
in s u r a n c e  t h e r e  may b e  in c e n t iv e s  to  in c r e a s e  consum ption  
o f  h e a l t h  c a r e ,  b o th  from  p r o v id e r  and consum er. The ways 
t o  a v o id  t h a t  p rob lem  a s  a p p lie d  t o  consum ers are  th e  
m eth od s o f  d e d u c t ib l e ,  c o in su ra n c e  and co -paym ent, th e  
way t o  e n c o u r a g e  p r o v id e r s  i s  c o n t r o l l in g  h e a l th  ca re  
c o s t  and m aking th e  n e c e s s a r y  r e g u la t io n  t o  l i m i t  th e  
a b u se  o f  h e a l t h  c a r e  s e r v i c e s  p r o v is io n  (B e s le y  1 9 9 0 ).

S h arp , R e g is t e r  and L e ftw ith  (1994) e x p la in e d  
th e  p r i c e  e l a s t i c  demand f o r  h e a lth  ca re  s e r v ic e s  when 
th e  s e l l e r s  in  th e  h e a l t h  c a r e  in d u s tr y  d e c r e a se  p r i c e s ,  
and t h e  p r i c e  e l a s t i c i t y  o f  demand i s  eq u a l to  th e  
p e r c e n t  ch a n ge  in  q u a n t i t y  demanded d iv id e d  by th e  
p e r c e n t  ch a n g e  in  p r i c e .

ๆ  =  - (Àq/Ap).[(pl +p0)/(ql + q0)]
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P r e m i u m  f o r  h e a l t h  i n s u r a n c e

" P r e m i u m  i s  th e  amount or in s t a l lm e n t  p a id  f o r  an 
in s u r a n c e  sc h em e , un d er w h ich  th e  t o t a l  
e x p e n d i t u r e  f o r  b e n e f i t s  and a d m in is tr a t io n  o f  a 
g i v e n  p e r io d  a r e  m et o u t o f  th e  incom e (from  
c o n t r i b u t i o n s  and o t h e r  s o u r c e s )  o f  th e  same 
p e r io d "  ( Ron, A b el-S m ith  and Tamburi 1 9 9 0 ).
N o rm a lly  in s u r a n c e  schem es do n ot accu m u la te  

r e s e r v e s  e x c e p t  f o r  c o n tin g e n c y  r e s e r v e s .  I f  in s u r a n c e  
p o l i c i e s  a r e  a c t u a r i a l l y  f a i r ,  p r e m i u m s  p a i d  w i l l  e q u a l  
h e a l t h  c a r e  e x p e n d i t u r e  i n c u r r e d ,  w hich assum es th a t  
in s u r a n c e  com p an ies make no p r o f i t .  The more p e o p le  a r e  
c o v e r e d  t h e  s m a l le r  w i l l  be th e  m ark etin g  c o s t  p er  
p e r s o n , an econom y w h ich  may th en  be fe d  back t o  
con su m ers in  r e d u c e d  p r e m i u m s  (D onaldson and 'Gerard 
1993) . In  t h e  h e a lt h  in su r a n c e  sy stem , h e a lth  c a r e  i s  
b a s i c a l l y  f in a n c e d  by advance or premium payment by th e  
p o p u la t io n .  The premium may be s e t  f o r  in d iv id u a ls  or  f o r  
f a m i l i e s .  In  p r i n c i p l e ,  th e  p r e m i u m  r e f l e c t s  t h e  a v e r a g e  
t o t a l  c o s t  (p er  p e r so n  or p er  fa m ily )  o f  th e  h e a lth  c a r e  
c o v e r e d  by t h e  in s u r a n c e .  The premium must e f f e c t i v e l y  be  
c o l l e c t e d  from  th e  p o p u la t io n  and t h i s  demands 
c o n s id e r a b le  a d m in i s t r a t iv e  e f f o r t .  T h ird ly , th e  
e v a lu a t io n  o f  h e a l t h  c a r e  c o s t s  and v a r ia t io n s  in  th e  
volum e o f  c a r e  mean th a t  p r e m i u m s  m u s t  b e  r e g u l a r l y  
a d j u s t e d  (C a r r in  1 9 9 5 ) .

4 .3  H ealth Insurance Financing

"M ost o f  p e o p le  a g r e e  t h a t  h e a l t h  in su r a n c e  
c o n t r i b u t i o n  i s  a c o n s id e r a b le  so u r c e  o f  
a d d i t i o n a l  f i n a n c i n g  o f  h e a l t h  c a re  fo r  m ost 
d e v e l o p in g  c o u n t r i e s  i f  t h e y  want t o  a c h ie v e  
h e a l t h  f o r  a l l .  I n t r o d u c in g  h e a lt h  in su r a n c e  i s  
e s s e n t i a l l y  a p ro b lem  o f  p o l i t i c a l  sa le sm a n sh ip .  
The h e a l t h  in s u r a n c e  o p t io n  makes i t  p o s s ib le  t o  
r e s t o r e  an a w a r e n e s s  o f  c o n n e c t io n s  betw een  
p a r t i c i p a t i o n  by in d iv id u a ls  and groups in  h e a lt h  
c a r e  f i n a n c i n g  on t h e  on e hand, and s e r v ic e s  
r e n d e r e d  on t h e  o t h e r  and i t  i s  n ot r e a l i s t i c  CO 
e x p e c t  th e  r u r a l  p o p u la t io n  to  pay th e  w hole c o s t  
o f  i t s  h e a l t h  s e r v i c e s  in  in su r a n c e  c o n tr ib u t io n s  
; t h a t  m ea n s, h e a l t h - f o r - a l l  program s w i l l  h ave  
t o  b e  p a id  f o r  a lm o s t  e n t i r e l y  by c o u n tr ie s '  own 
r e s o u r c e s " (A b e l-S m ith  1 9 8 6 ).



34

H siao (1992) argued  th a t  p r iv a te  h e a lth  in su ra n c e  
has n o t found i t s  way to  developing c o u n tr ie s ,  because 
i t  i s  u n f e a s ib le .  But v o lu n ta ry  h e a lth  in su ra n c e  could  
fa c e  th e  d i f f i c u l t y  to  cover a l l  people in  a develop ing  
c o u n try , and th e  f in a n c in g  s tr a te g y  i s  on ly  a means to  
a c h ie v e  th e s e  o b je c t iv e s ,  one o f which i s  ex ten d in g  as 
much as  p o s s ib le  th e  membership o f th a t  program.

Ron, A bel-S m ith  and Taburi (1990) w rote :

(1) One o f th e  ways to  ach ieve f l e x i b i l i t y  in  
f in a n c in g  p o l ic y  o f h e a l th  in su ran ce  schemes i s  changing 
c o n t r ib u t io n s  to  meet changing demands fo r  h e a lth  c a re j  
and h e a l th  in s u ra n c e  schemes* w il l  g e n e ra l ly  f in d  i t  
e a s i e r  to  f in a n c e  o r to  in tro d u ce  new programs than  
go vernm ental m i n i s t r i e s .

(2) MOPH and h e a l th  in su ran c e  a re  r e la te d ,  because in  
d e v e lo p in g  c o u n tr ie s ,  h e a l th  in su rance  may be a sem i- 
autonomous o rg a n iz a t io n ,  i t  needs s u b s id iz a t io n  from 
governm ent to  d i f f e r e n t  d eg rees . Normally i t  accoun ts  
o n ly  f o r  a m inor p a r t  o f annual revenue which expected  to  
co v er c u r r e n t  h e a l th  c a re  c o s ts  and a d m in is tra tiv e  c o s ts .

(3) The le v e l  o f  c o n tr ib u t io n  re q u ire d  depends on a 
s e t  o f  v a r i a b le s ,  such as th e  q u a l i ty  of h e a lth  ca re  
s e r v ic e s ,  income o f th e  p o p u la tio n  in  th e  ta r g e t  group, 
th e  su b s id y  from governm ent and s o c ia l  and m arket 
c o n d it io n s  r e le v a n t  to  h e a l th  ca re  in  g e n e ra l, such as 
e d u c a tio n , age, fa m ily  s i z e . . .  In term s o f management, 
f i n a n c ia l  c o n t ro l  i s  a c h i e v i n g  a  b a l a n c e  b e t w e e n  r e v e n u e  
a n d  e x p e n d i t u r e ,  even VHI schemes run by p u b lic  
o r g a n iz a t io n s .  I t  i s  n ecessa ry  to  l im i t  as much as 
p o s s ib le  th e  "o v er sp en d e rs  and o v eru sers"  o f system . I t  
a l s o  has to  c o n s t r a in  th e  a d m in is tra tiv e  c o s t around 8-10 
% o f re v e n u e . In  term s o f s tr a te g y  to  ex tend  th e  
m em bership o f  scheme, th e  emphasis i s  on im proving 
q u a l i ty  o f  c a re ,  b u t i t  ta k e s  tim e and ch a lle n g es  in  both 
premium and c o s t  co n ta in m en t, so ano ther s o lu t io n  i s  to  
use f l e x i b i l i t y  in  f in a n c in g  p o lic y .
4 .4  T yp es o f  H e a lth  In su r a n c e

Many k in ds o f h e a lth  in su ran ce  a re  a p p lie d  
nowadays, b u t m ain ly  th ey  a re  d iv id ed  in to  two ty p e s , 
com pulsory and v o lu n ta ry  h e a l th  in su ran ce .

C o m p u l s o r y  h e a l t h  i n s u r a n c e  i s  a h e a lth  in su ran c e  
program  in  which l e g i s l a t i o n  d e fin es  th e  p o p u la tio n  and 
b e n e f i t s  co v ered , th e  c o n d itio n s  of e l i g i b i l i t y ,  and th e
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so u rc e s  o f  funds o f th e  scheme. H ealth  in su ran c e  i s  a
m easure o f  s o c i a l  s e c u r i t y ,  so i t  i s  a ls o  c a l le d  s o c ia l  
in s u ra n c e . I t  i s  f in a n c e d  by imposing m andatory in su ran c e  
paym ents on employed w orkers as a p e rc en tag e  o f t h e i r  
w ages, and by im posing on t h e i r  em ployers a s im ila r  o r 
somewhat h ig h e r  p a y r o l l  ta x .  Government may in  some
in s ta n c e s  a l s o  c o n tr ib u te  to  th e  scheme. When l e g i s l a t i o n  
makes m em bership com pulsory fo r  a la rg e  s e c tio n  o f th e  
p o p u la tio n , low and h igh r i s k s  a re  shared  and re so u rce
a re  p o o le d . Then, th e  f in a n c ia l  v i a b i l i t y  of th e  jo in t  
u n d e rta k in g  becomes high (Ron, A bel-Sm ith and Tamburi,
1990) .

V o l u n t a r y  h e a l t h  i n s u r a n c e  i s  a h e a lth  in su ran ce  
program  in  which a f f i l i a t i o n  to  th e  scheme i s  not 
d e te rm in ed  by l e g i s l a t i o n .  Membership o f VHI i s  not 
m andatory  and p eo p le  who a re  w il l in g  and ab le  to  pay 
premiums jo in  th e  scheme. The p re -c o n d it io n s  to  implement 
VHI i s  t h a t  i t  sh o u ld  cover a la rg e  enough number of 
in s u re d ;  th e  income of th e  t a r g e t  p o p u la tio n  group 
sh o u ld  be h ig h  enough to  pay re g u la r  premiums and " th e  
a v a i l a b i l i t y  and s t a b i l i t y  of re le v a n t  h e a lth  ca re  
in f r a s t r u c tu r e " ( R o n ,  A bel-Sm ith and Tamburi, 1990).
4 .5  E x p e r ie n c e s  from  o t h e r  C o u n tr ie s

D onaldson and Gerard (1993) m entioned th a t ,  a 
p u b l i c  i n s u r a n c e  system  can be ad m in is te red  by a  
m o n o p o l i s t i c  a g e n t  such as a re g io n a l government, o r 
n a t io n a l  governm ent. One of th e  best-known system s o f 
p u b lic  h e a l th  in su ra n c e  i s  th a t  e x is t in g  in  C a n a d a .  
T here, consum ers pay a uniform  premium fo r  h o s p i ta l  and 
m ed ica l c a r e .  Some elem ents of c o s ts ,  such as c a p i ta l  
e x p e n d itu re , a re  f in a n c e d  from tax  revenues. The 2 p o in ts  
from th o se  e x p e r ie n c e s  can be w ell a p p lie d  in  Vietnam, 
where VHI i s  a p u b lic  system  w ith  uniform  premium, and a 
p a r t  o f  c o s t s  a re  su b s id iz e d  from tax  revenue.

In  c a se  o f T h a i l a n d ,  th e  ex p e rien c e  from which 
Vietnam  can le a r n  i s  th e  VHI scheme re g u la te d  p r o c e d u r e  
t o  s e e k  h e a l t h  c a r e  s e r v i c e s  w ith  th e  f i r s t  c o n ta c t a t  
p u b l ic  h e a l th  g r a s s - r o o ts  l e v e l .  The t a r g e t  p o p u l a t i o n  
w a s  e x p a n d e d  f r o m  c o v e r a g e  o f  t h e  n e a r  p o o r  t o  i n c l u d e  
t h e  m i d d l e  i n c o m e  c l a s s  i n  r u r a l  a r e a s ; and an o th e r th in g  
i s  th e  School H ea lth  In su rance  program can promote 
a c c e s s i b i l i t y  to  h e a l th  s e rv ic e s  among prim ary school 
c h i ld re n :  in  Vietnam  now o n e - f i f th  o f p o p u la tio n  i s
sch o o l c h i ld r e n .  The V oluntary  H ealth In su rance  Scheme 
(VHIS) in  T h a ila n d , commonly known as th e  H ealth

1 ท '# 1 0 ฯ 2 > 5
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In su ra n c e  Card Scheme, was f i r s t  in tro d u ced  in  1993. 
H ouseholds c o n tr ib u te d  a minimal membership fe e  to  th e  
H ea lth  Card Fund to  cover ac cess  to  c a re  fo r  a y e a r . 
B e n e f ic ia r ie s  have to  make th e  f i r s t  c o n ta c t a t  a p u b lic  
h e a l th  c e n te r  a t  th e  s u b - d i s t r i c t  le v e l  w ith  ac cess  to  
h ig h e r  l e v e l  o f  c a re  th rough  a r e f e r r a l  l e t t e r .  At th e  
end o f th e  y e a r , th e  H ealth  Card Fund reim bursed m edical 
ex penses  to  h e a l th  c e n te r s ,  d i s t r i c t  and p ro v in c ia l  
h o s p i ta l s  on an a c tu a r i a l  b a s is .  The MOPH in fo rm a lly  
s u b s id iz e d  th e  H ea lth  Card P ro je c t as m edical expenses 
w ere g r e a te r  than  reim bursem ent from th e  H ealth  Card 
Fund. The t a r g e t  p o p u la tio n  was expanded from coverage of 
th e  n e a r poor to  in c lu d e  th e  m iddle income c la s s  in  r u r a l  
a r e a s .  At p r e s e n t ,  th e  p r ic e  o f a h e a lth  in su ran c e  ca rd  
i s  1 ,000 b a h t p e r y e a r  fo r  one fam ily  of no t more than  
f iv e  members. The p o p u la tio n  coverage i s  2 .7  m ill io n  or 
abou t 4.6% o f  th e  t o t a l  p o p u la tio n . The b e n e f i ts  p rov ided  
a re  o u tp a t i e n t  c a re  f o r  s ic k n e ss  and in j u r i e s ,  in p a t ie n t  
c a re  and m other and c h i ld  h e a lth  s e rv ic e s . There i s  no 
l i m i t a t i o n  in  u t i l i z a t i o n  of s e rv ic e s .  The b e n e f ic ia r ie s ,  
however can go o n ly  to  h e a l th  ca re  p ro v id e r u n i ts  under 
th e  M in is try  o f P u b lic  H ea lth . The f i r s t  c o n ta c t i s  th e  
h e a l th  c e n te r  o r d i s t r i c t  h o s p i ta l ,  then p a t ie n t s  have to  
fo llo w  a r e f e r r a l  l i n e  fo r  h ig h e r le v e ls  of c a re . School 
H ea lth  In su ra n c e  (SHI) in  T hailand , has th e  o b je c t iv e  to  
prom ote a c c e s s i b i l i t y  to  h e a l th  s e rv ic e s  among prim ary 
sch o o l s tu d e n ts .  The t a r g e t  p o p u la tio n  i s  6.7 m ill io n  or 
11.5% o f th e  t o t a l  p o p u la tio n . The b e n e f i ts  o f t h i s  
scheme a re  o u tp a t i e n t  and in p a t ie n t  c a re  a t  p u b lic  
s e r v ic e  u n i t s .  In  some a re a s , d e n ta l s e rv ic e s  a re  
p ro v id e d . The MOPH i s  in  charge o f a l l  a d m in is tra tio n  of 
t h i s  scheme (P iy a ra in  and Jan ja ro e n , 1994).

In  th e  f u tu r e ,  th e  ex perience  from S ingapore 
sh o u ld  be a p p lie d  to  Vietnam by e s ta b l is h in g  th e  f a m i l y  
s a v i n g  f u n d  which can be used to  pay fo r  m edical expenses 
o f fa m ily  members, t h a t  i s  a shared  r e s p o n s ib i l i t y  in  
lo o k in g  a f t e r  th e  w e lfa re  o f fam ily  members, and to  avoid  
in c u r r in g  m ed ical ex p en ses . Faced w ith  mounting c o s ts  of 
th e  m ed ica l s e r v ic e s ,  th e  M in is try  of H ealth o f S ingapore 
s t a r t e d  to  look  a t  v a rio u s  o p tio n s  fo r  changing th e  
h e a l th  f in a n c in g  system . The problem was to  keep th e  
b a la n c e  betw een demand and supp ly  c a p a c ity . With growing 
a f f lu e n c e  and g r e a te r  h e a lth  co nsc iou sn ess, many peop le 
a re  w an tin g  more and b e t t e r  s e rv ic e s , so S i n g a p o r e ' s  
f a m i l y  s a v i n g s  s c h e m e  (MEDISAVE), was e s ta b l is h e d  in  
1983, a t te m p ts  to  im pose sav ing s and to  r e s t r u c tu r e  th e  
system  o f h e a l th  c a re  f in a n c in g .
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In  a d d i t io n  to  prom oting in d iv id u a l  
r e s p o n s i b i l i t y  fo r  m a in ta in in g  good h e a l th , i t  a lso  aims 
to  b u i ld  up f in a n c ia l  re so u rces  ร๐ as to  p rov ide th e  
means to  pay f o r  m ed ical c a re  during  i l l n e s s .

The sa v in g s  a re  r e g u la r ly  s e t  a s id e  by th e  
t r a n s f e r  o f  6% o f e a rn in g s  in to  a p e rso n a l Medisave 
a c c o u n t. Funds can be withdrawn from th e  M edisave account 
to  pay f o r  h o s p i ta l  charges and some o u tp a t ie n t  
p ro c e d u re s . M edisave a ls o  can be used to  pay fo r  th e  
m ed ical ex p en ses  o f fam ily  members, so th e re  i s  a shared  
r e s p o n s i b i l i t y  in  lo o k in g  a f t e r  th e  w e lfa re  of fam ily  
members, and to  avo id  in c u rr in g  m edical expenses 
(D onaldson and G erard , 1993).

4 .6  P r e v io u s  S t u d ie s  and Comments on H e a lth  In su ra n ce  
and VHI Program s i n  V ietn am  and H aiphong

C a rr in ,  M urray and Sergent (1993) commented on 
"Towards a Framework fo r  H ealth In su rance  Development in  
Haiphong, V ietnam ", t h a t  in  Vietnam, an endeavor i s  made 
to  in t ro d u c e  h e a l th  in su ra n c e  a t  a n a tio n a l  s c a le , and 
p ro v in c e  and d i s t r i c t  l e v e ls  w i l l  have a la rg e  say in  th e  
developm ent o f h e a l th  in su ra n c e . In Haiphong, th e  VHI 
scheme e s t a b l i s h e d  b a s ic a l ly  p ro v id es  fo r  h e a lth  
in s u ra n c e  a g a in s t  c o s ts  o f h o s p i ta l  s e rv ic e s .  Haiphong 
needs th e  h e a l th  in su ra n c e  development p lan n ing  and 
s tu d y , in  o rd e r  to  reach  th e  o b je c tiv e  o f ex tend in g  the  
m em bership o f  th e  VHI program.

In  term s o f management, Vietnam i s  to  be 
c o n g ra tu la te d  on having e s ta b l is h e d  so q u ick ly  an 
a d m in is t r a t iv e  system  fo r  th e  scheme which has succeeded 
in  e n r o l l in g  so many in su re d  persons and making payments 
to  th e  p r o v id e r s ;  and h e a lth  in su ran ce  has no t le d  th e  
m in is t r y  o f  f in a n c e  c o n sc io u s ly  to  cu t th e  h e a l th  budget. 
The in t r o d u c t io n  o f h e a lth  in su ran ce  has improved th e  
drug su p p ly  p o s i t io n .  Some o f th e  e x tra  drugs bought fo r  
h e a l th  in s u ra n c e  a re  be ing  used to  supply th e  poor when 
s to c k s  have run  o u t .  T h e  k e y  to  m ain ta in  th e  h e a lth  
in s u ra n c e  in  Vietnam i s  reduced su p p lie s  a t  lower co s t 
more r a t i o n a l  p r e s c r ib in g ,  and a way o f k e e p i n g  t h e  
p r e m i u m  d o w n  w h ile  s t i l l  going a long way to  meet th e  
most im p o rta n t needs on a f a m i l y  b a s i s  fo r  VHI ca rd  i s  
one o f s o l u t i o n s  t o  e x t e n d  t h e  m e m b e r s h i p  o f VHI program 
in  V ietnam  and in  Haiphong a lso  (A bel-Sm ith 1993). 
Because o f  t h a t ,  one o f th e  o b je c tiv e s  o f VHI in  Vietnam 
i s  in c r e a s in g  th e  a c c e ss  to  h e a lth  in su ran c e , by d e fin in g
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h e a l th  in s u ra n c e  premiums th a t  a re  a t t r a c t i v e  fo r  th e  
v o lu n ta ry  in s u re d  (Ron 1995).

In  summary, C a rr in , Murray and S erg en t (1993) 
su g g e s te d  as fo llo w s  ะ

(1) The same as o th e r  c o u n tr ie s ,  h e a lth  in su ran ce  in  
Vietnam  i s  a means o f  po o lin g  r i s k s  among th e  in su re d  
p o p u la tio n  and o p e ra te s  on the  p r in c ip le  o f 
r e d i s t r i b u t i o n  o f f in a n c ia l  re so u rc e s . S im u ltaneously , 
h e a l th  in s u ra n c e  h e lp s  to  fin an c e  th e  h e a lth  ca re  
d e l iv e r y  system  in  V ietnam .

(2) Management o f  a h e a l th  in su ran ce  scheme must be 
c l e a r  as to  which s e rv ic e s  i t  w i l l  cover and what i t  w i l l  
re im b u rse . I t  needs to  work c lo s e ly  w ith  o th e r  p a r t i e s ,  
p a r t i c u l a r l y  h o s p i t a l s .

(3) I t  i s  n e c e ssa ry  to  e s ta b l i s h  an a p p ro p ria te  
premium fo r  VHI scheme in  Haiphong. The premium much be 
s e t  in  a n t i c ip a t io n  o f  e s tim a te d  h e a lth  ex p e n d itu re s .

The t o t a l  amount o f premiums must be based on th e  
e x p e c ted  h e a l th  c a re  ex p e n d itu re s  in c u rre d  by th e  
in s u r e d .  The c o s ts  a r e  t i e d  to  th e  c o s ts  o f  o p e ra tin g  a 
h o s p i t a l .  The h e a l th  in s u r e r  must have ac cess  to  th o se  
c o s t  d a ta .

(4) The paym ents by th e  h e a lth  in s u r e r  must be 
s t r u c tu r e d  in  a way t h a t  encourages th e  h o s p i ta ls  to  meet 
e f f i c i e n c y  and e f f e c t iv e n e s s  t a r g e t s .  The h e a lth  in s u re r  
sh o u ld  no t be re q u ir e d  to  sim ply reim burse th e  h o s p ita l  
f o r  w h atev er c o s ts  i t  in c u rs .  In t h i s  re sp e c t,  th e  
f e a s i b i l i t y  o f ad o p tin g  f l a t  payment mechanisms needs to  
be in v e s t ig a te d .

(5) The com ponents of th e  c o s ts  of a h e a lth  in s u re r  
a re  th e  membership s iz e ,  th e  u t i l i z a t i o n  r a te  of th e  
m em bership, th e  c o s t s  of h o s p i ta l  s e rv ic e s  and th e  
a d m in is t r a t iv e  c o s ts  r e la te d  to  th e  management of th e  
h e a l th  in s u ra n c e  scheme.

(6) A ccrual a c co u n tin g , annual budgets, th e  
p r e p a r a t io n  o f an nu al f in a n c ia l  s ta te m en ts  and re g u la r  
(a t l e a s t  q u a r te r ly )  re p o r t in g  to  management and 
governm ent i s  an e s s e n t i a l  p a r t  o f good management.
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