CHAPTER 2

BACKGROUND OF VIETNAM

Health insurance is a very new issue in Vietnam.
A compulsory health insurance (CHI) scheme officially has
been established since October 1992; besides that,
voluntary health insurance (VHI) programs have operated
from 1990. Health insurance is linked with the health
sector and the economy, so in the first section of this
chapter, the author would like to give an overview of the
soclio-economics and the health sector in Vietnam.

2.1 The Socio-economics of Vietnam

Vietnam is a south-east Asian country, covers an
area of 332,000 square kilometers. It borders China in
the north, Cambodia and Laos in the west and faces the
Pacific ocean on the east and south. The country s
divided into 53 provinces, with 560 districts and nearly
10,000 communes. The population is around 73 millions
with over 60 nationalities, 78 percent of them reside in
rural areas. The 2 biggest cities with population over 2
millions are Hochiminh city with 4.5 millions in the
Mekong delta of the south and Hanoi with 2.5 millions
in the Red river delta in the north of the country
(National Statistics Book of Vietnam, 1994). The religion
of the population is divided into two main streams 70
percent follow Buddhism, 15 percent are Catholics, the
rest are none-religious or follow others, such as Muslim,
In terms of culture, -education and ethical behavior,
Vietnamese were influenced by Confucian theory mixed with
French style. Because of poverty, the majority of
Vietnamese are hesitant to go to hospital. Normally they
wait until their health situation are vreally serious
before deciding to visit the hospitals. This probably is
due to the quality of public health care service as well,
The rich may come to private clinic when they are sick,
but the poor can not, so the public hospitals are still
the sole option for them.

Four thousand years of Vietnamese history s
focused on defending attacks from foreign armies. In
1954, after the war of independence against France,
Vietnam was divided at the 17th parallel into the
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Democratic Republic of Vietnam in the north that followed
the socialist system, and the Republic of Vietnam in the
south with the support from America. In 1975, Saigon was
liberated and Vietnam formally reunified.

With diverse and abundant natural and human
resources, a long coastline and good geographical
position, Vietnam has the natural capacity to achieve
rapid and sustained economic growth. But that was
hampered during the 1970s and 1980s by a lot of factors
such as the aftermath of the long war which deteriorated
the economy's foundation, the embargo on trade and
investment from America, and the Socialist system was
broken, there are some of the reasons Vietnam still ranks
among low-income countries of Asia with GDP per capita
standing at only around 300 USD in 1994-1995.

The economic reform policy adopted and
implemented from 1986 aimed to stimulate economic growth
through shifting from centrally planned economy to a
market economy, but subject to government regulation. As
a result, agriculture has increased, based on a household
autonomy, and restrictions on private commerce and
industry have been eased. In parallel trade
liberalization measures in the economic reform have also
meant an opening of the Vietnamese economy to the World
economy. Exports have increased vrapidly. Whereas the
proportion of export of goods and services was 7.74 % in
1986, it was 29.04 % in 1990.  The growth of exports was
mainly due to the exports of crude oil and rice. From
1989, Vietnam became the world's third-largest exporter
of rice. Oil production is expected to reach 7 million
tones in the mid-1990s, compared with 1990 production of
2.6 million tones (Annual report of MOH of Vietnam,
1994) . Due to the fact that exports exceeded imports, the
trade balance have been positive since 1994 and the trend
of payment deficit of government was reduced, hyper-
inflation was cut down from nearly 40% in 1990 to around
10 % in 1993-1995 (see Table 2.1).

Table 2.1 Inflation Rate in Vietnam from 1990 to 1995

Year 1990 1991 1992 1993 1994 1995
[tem
Inflation rate

% 37.55 31.5 34.2 11.83 I 10

Source: MOF of Vietnam
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The average real growth rate of gross domestic
product (GDP) was 5.2% between 1986-1991 and 10 % between
1992-1995. In 1989, the per capita gross national product
(GNP) at market prices was estimated at USD 175. This
index is about USD 300 in 1994-1995,

Despite the overall economic growth and the rise
of private sector activity, the level of government
taxation has remained low, due to the difficulties in
tapping new sources of activity. In 1989, the ratio of
taxes to GDP was 11.2 % only. In 1994, this tax ratio
rose to 21.1%, in part as a result of better tax
collection. It is manifest that the overall low level of
government taxation hampers the financing of social
expenditures, such as those on health services. Now the
situation has improved, the government revenue has
increased step by step, from around 10 % of GDP in 1986
to around 20 % of GDP now (Annual report of MOH of
Vietnam, 1994).

2.2 The Health Care Issues in Vietnam

The structure of the health sector in Vietnam s
mainly public with 4 levels national, provincial,
district and commune level.

Following the 1994 official statistic indicators
from Department of National Statistics of Vietnam, in the
whole country, there are 676 public hospitals, 1049
inter-commune dispensaries, and 9,205 commune health
stations. The total number of hospital beds is 162,054,
with 11,130 beds available at the national level, 50,140
beds at the provincial level and 46,509 at the district
level, the rest, 11,740  beds, belonged to other
ministries, and 42,535 beds are located in commune health
stations,

Vietnam has been traditionally committed to the
health sector: from 1954, efforts were made to extend
basic health services to the communal level. 80 % of
rural and wurban populations has access to this basic
health network. The efforts were accompanied by national
health movements in the areas of hygiene, nutrition and
eradication of vectors of disease. In 1990, the number of
physicians, medical assistants and nurse-midwives was
247934, 46,412, and 98,288, respectively. The latter
translates into the following ratios of health personnel
per 1,000 population 4.19, 7.2 and 15.0 for physicians,
medical assistant and nurses or midwives respectively. In



1988-1990 the percentage of one year olds immunized was
88% the population with access to safe water was 46%,
the life expectancy progressed from 44.2 in 1960 to 63
in 1994 for men and 67.5 for women, the general mortality
rate is 0.7%, and under five mortality has dropped from
232 per 1,000 in 1960 to 65 per 1,000 in 1990, but
maternal mortality was still 120 per 100,000 live births.
The average population growth rate between 1960 and 1990
was 2.2%, and it was around 1.9 %in 1995,

Following the assessment of UNDP, most of the
indicators compare favorably with those of the least
developed countries and also with many middle-income
countries. Health status indicators also revealed that,
on average, the Vietnamese health system has performed
better than that in many other developing countries and
not worse than a lot of richer countries (UNDP Assessment
fRelpiort, 1995). The example is shown in the Table 2.2 as
ollows

Table 2.2: Some Vietnamese Social Indicators Compare to other

Countries
v Social Indicator ~ Population Life Infant Adult literacy ~ rWitfttc TT
¥ wthrate  expectancy mortality 100,000 EPeople
(1985-93 1992 per 1000 lve * I 1990
Country births, 1992
Algeria 2.6 6/ 5% 60.6 43
Vietnam 2.4 6/ 36 88.6 35
Philippines 2.3 05 40 90.4 12
Turkey 21 67 54 81.9 79
Thailand 16 69 26 938 20
Cuba 10 16 10 94.5 310

Source: Would Bank, UNDP, quoted from journal "The Economic"
July 8th 1995

Since 1986, the private sector has greatly
expanded, but focused mainly on private health clinics in
urban areas and private health care services supplied to
households in rural areas. In the large cities, this
situation is more quickly changing than in other
locations. According to the 1994-1995 statistical data,
Hochiminh city had 2,826 small and average private
clinics. At the same time, two private 50-bed hospitals
with modern equipment were opened and made good profits
there. Some similar joint-venture projects are developing
in  Hanoi also. The private sector will be a major
competitor of the public sector in the future.



Shortcomings also occur. Since past years, the
averade bed occupancy rate for public’ hospitals vvas
reported to be less thap 60 % and the annual per capita
contact rate with heth services varied between 0.3 "and
0.5L with _considerable drfferences between provinces and
regions. The survey done by UNICEFF in 1991 showed that
at”least 50 %of the rural i)opula lon were hardly able to
use Services from _the public. health care system one. of
the main reasons js the difficulty to pa}/ e hogspital
fee which Is a high charge compdred to very low income
them, even though the “government subsrdrzes at legst
60% of the real hospital cost, and patients pay only for
diagnosjs, hlood transfusion, xrag curative® caré and
drugs Jvmostly generrc druga rProdu ed _in Vietnam) with
very low cost. An other reas comes from the ex andrnq
of the private health sector, which marnK serves norma
health care services at fanpers' homes, while qua |ty
of ublic nealth cgre services are not s good In
ong run, these p lems have to rmﬁrove Ong solution rs
operating the Voluntary Health Insurance program for
agricultire and informl workers with very large scope
ang Ppr%prrate IE)remrum has been implemented
|n|t|aI y Haiphong provrnce srnce 1990.

2.3 Background of Haiphong

2.3.1 Geography and Population

Located near the Halong beach in the north-east
Vretnam Wrthrn 100 kilometers from Hanor (see F%rure
Br’ phong s a famous location with ~ beautiful
ra scene and a Iond story of well-known people who
e prominent Vietnamese history. [t has  about
00 households with 1588000 people living in the
. square kilometers, djvided “into 12
trrcts Three of them are urban districts, 2 are  sub-
n, and 7 are rural  districts. The approximate
entage of population tIrvrn in thej burban areat rsf

| on ssea ort is the second biggest port o
H]n e)[e g urbad) drstrrctg have coPognlr |orench
rtectura desrr%n and Doson district is also famous
It seasid ong tourists and foreigners as well as
Vietnamese people

Because of good geographrcal position, an open ur%
vince and good “local gve nment "whq pags a lot 0
tion to educational iSsues and social affairs, even
the R/loor income level the literacy rate there
ver 95%. Most adults who are under 50 yéars oId frnrshed
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ondary school when they were teenagers, Ver few
lr enyunder 15 years oldydrd not go tog school. burrn

Sec
chi
the trme between 1970-1990. more than 20,000 HarBhongf

|“< s went abroad to study and work as industria
In 1995 the total number of civil servants is
24935, the number of industrial workers is over 150,000,
and the number of retired is 35,076. This group of around
210000 eol_o are the  target populatron of tre
tPulsor ealth Insurance proqram In Haiph 19 The
com ined “total number of population who are ormal,
ru d agriculture workers 1s about 1,060, 000 people
iIn 1995, THRis 1Is the target Hroup of VHI program i
Harrl)h ng. School children and ¢ |Idren under 6 yé&ars old

[
995 are 230000 and 73,000 respectively.

2.3.2 Economy

The struo ure of Harphong economy_is based on 3
sectors industry, Igrrcu lture” and servjces. Industry
contributes 3% of GDP there; the main Industries  are
|ndustr o cemen iron, ort cargoshrp building,

ast |c china, sta and fisfing. Agriculture
covers 0<Po a| hon 'S, GbP and  USses twogthrr s of the

labor f orce of thrs Iorovrnce S0 it Is easy to understand
now low the Income the agriculture workers” have. Services
contrrbute around 25% of HarPhong s GDP. The main income
hrs sector comes from fouriSm and hotel servrces
s eciall e summer when tourists can not f EBP
om In an near the seaside. The remarnrn 10%
errves om her productron such — as han Icraft
Work mgi done by daily workers in _ urban area and
a rrou ture Workers betwéen the two aqricultural seasoni
he near future, economic conditiohs in Haiphong w
e |mﬁroved by a lot of foreign investment projects” which
are underdevelopment. It is fact? that can mﬁrove the
Income of the Pulatron an the ocal government budget
which w.ill have the good Impact on the “health and other
|ssues in this provinCe

result of he better off economy compared
with nerghborrng rovinces, e avera%e income er c Ita
In Haipn estimate 500 US 1995,
rncreased about 5% compared to 1990 (see Table .3).
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Table 2.3 . Income Per Capita in Haiphong, 198&-)1995

Year 1990 1991 1997 1993 1994 1995
Index 400 410 420 450 470 500

Source  Ministry of Planning and Investment, Vietnam

Normally, following the criteria ~of the Social
Affairs Office of Haiphong, a family with income per head
lower than 50,000 dong is classifiéd as_very. Roor from
over 50,000 to 200,000 dong is poor, while Higher levels
are listed as average income families.

2.3.3 Health Care System in Haiphong

|) Health Care structure

The health system in Haiphong is divided into 3
levels. province istrict and  commune. In terms of
adm inistration, this system_is managed by the Bureau of
Health = of ~ Haiphond.  The preventrve care . and

epidemiological actions are carrred out erdemrolog){
centers at provincial level and epidemiol oPy stations 2
district level. Patignts get curatrve carg services at
the levels  mentioned, rrstg/ commune health
statio at commune level econdly district
hosp I and  finally inprovincial hosprals In
emergent cases they can go directly to district or
provincial hospitals.

Hai honr[] has 21 hospitals of which 13 are
dist rrc s}n als. Most district hospitals are general
hop e grovrncral hospitals include different
pro e%sronal ecialization strh as tubercylosis, mother
and , cancer., he frna hospitalization treatment
gulrmate referraI) done hy Vretnam Czechoslovak
riendship hospital, th e brgquest genera hosp |taI in this
provinge. 100/0 percent of communes |n arn ongb are
covere commune ealt]h stations, among them

W ith 10 beds. These are staffed b at Ieast one or
two medrcal as |stants and one midwife even rn ruraI
areas or islan here 1S a total of I
beds.. The numb er o_f natients admitted |n crt?/ a
district hospitals 1s 62,500 and 41,000 respecfive

Because of th Iong eriod of ?r economic condrtrons

no
lot of hos itals heth stations are operating Ja k
modern equgment and faclrlr ties and use rPd t) Idrngs



which need to invest financial sources and time to
Improve.

In term of health personnel, there are enourr];h
medrcal octors rﬁ) armacists, nurses, midwives to run t

system. The numbers shown by 1994 statistic data
are as folows ;

Medical doctors 879
Pharmacists 154
Medical assistants 708
N Urses 1,431
Midwives 329

Different from _ Hochiminh city and Hanoi, the
lvate healh sector in Hari)h ng increases slowly. It
nsrsts not more han 50 small private clipics operating
ere, marng urban districts and 2 sub-urban
Istricts rg few prrvate docors work In rural areas.
ur g the t 1990-1995, only a large number of prrvate
%tores are recognrzed from 30” Ipcreasin

are still " too few number  com are with
chrmrn tx/ Hanoi and other towns of Mekong delta in
e South of Vietnam.
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