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Dé cuong Tai chinh cong / Public Finance

Chwong 1. Tong quan vé chinh phi va tai chinh cong — Chaprer 1.

Government and public finance: an overview

Muc tiéu chwong — Chapter objectives

* Phan biét khu vuc cong véi khu vuc tu, chinh phu theo nghia rong v6i nghia hep; néu
vai tro ctia Qubc hoi, Chinh phu, Hoi dong nhan dan va Uy ban nhan dan trong quyét
dinh ngén sach.

Distinguish the public sector from the private sector and government in the broad sense from
the narrow sense; state the roles of the National Assembly, the Government, the People's
Councils and the People's Committees in budget decisions.

« Trinh bay ba chirc ning cua chinh phii theo Musgrave (phan bd, phan phéi lai, 6n
dinh) kém vi du ¢ cap xa va cap qudc gia.
Set out Musgrave's three functions of government (allocation, redistribution, stabilisation)
with examples at commune and national level.

« Néu khai niém, dic diém, chirc nang cua tai chinh cong va sédu bo phan cua hé théng
tai chinh cong Vi¢t Nam; phan biét ngan sach nha nudc véi quy tai chinh nha nude
ngoai ngan sach.

State the concept, features and functions of public finance and the six components of the

Vietnamese public finance system, distinguish the state budget from off-budget state financial
funds.

* Tinh ty 1€ thu, chi ngan sach nha nudc so voi GDP va co cAu chi (20,63%:; 18,69%;
57,26% chi thudng xuyén 2026); tinh hé s6 co gidn cua chi cong theo GDP dé kiém
tra ludt Wagner; doc hiéu ung thay thé Peacock — Wiseman.

Compute state budget revenue and expenditure as shares of GDP and the expenditure
structure (20.63%, 18.69%, 57.26% current spending in 2026); compute the elasticity of
public expenditure with respect to GDP to test Wagner's law; read the Peacock—Wiseman
displacement effect.

« Phan biét phan tich thuc chimg véi phén tich chuén tic, nhan ra bon cau hoi ciia kinh
té cong va lam quen véi xa Thanh Loc, dia ban cua céac bai tap trong sach.

Tell positive analysis from normative analysis, recognise the four questions of public
economics and meet Thanh Loc commune, the setting of the exercises in this book.

1.1. Khu vuc cong va khu vuwe tw — 1.1. The public sector and the private sector

Nén kinh té Viét Nam van hanh bang hai khu vuc cing ton tai. Khu vuc tu gom ho gia
dinh va doanh nghiép tu nhan, ra quyét dinh theo gi4 thi truong va loi ich cta chu s& hiru.
Khu vic cong gdm céc co quan nha nude, don vi su nghiép cong l1ap va phan tai san cong
tai doanh nghiép; khu vuc nay huy dong ngudn luc bang quyén luc nha nudc va chi tiéu
theo quy trinh ngan sach. Ranh gidi gitra hai khu vuc dua trén chu s¢ hitu va cach ra
quyét dinh, khong dua trén loai hang hoéa: truong hoc, bénh vién, dudng sa cod thé do khu
vuc cong hodc khu vuc tu cung cép.

The Vietnamese economy runs on two sectors side by side. The private sector consists of
households and private firms, which decide by market prices and the interest of their owners.
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Dé cuong Tai chinh cong / Public Finance

The public sector consists of state bodies, public non-business units and the public assets held in
enterprises; it raises resources through state power and spends them through the budget
process. The boundary rests on who owns and how decisions are made, not on the kind of good.:

schools, hospitals and roads can be supplied by either sector.

Tiéu chi
Criterion

Khu vue tw

Private sector

Khu vue cong
Public sector

Ca nhan, ho gia dinh, c6 dong

Chu sé hitu o Nha nudc dai dién chu sé hiru toan dan
Individuals, households, o
Owner The State on behalf of the whole people
shareholders
n . R , L. Loi ich cong cong: hiéu qué, cong bang, 6n
Muc tiéu Loi nhuan, thda dung ca nhan g cong- et d g bang
o o . dinh
Objective Profit, individual utility o o ) -
Public interest: efficiency, equity, stability
Neudn luc Gi4 ban, von gop, tin dung tuy  Thué, phi, 1€ phi bét budc; vay cua Nha nudc
g ’ nguyén Compulsory taxes, fees and charges; state
Resources ; )
Prices, equity, voluntary credit borrowing
Céch ra quyét O N . , . , A
dinh quy Gia ca va hop dong Quy trinh chinh tri va dy toan ngan sach

Decision rule

Chiu trach
nhiém trudc
Accountable to

Prices and contracts

Chu s¢ hiru, khach hang

Owners, customers

Political process and the budget estimate

Qudc hoi, Hoi dong nhan dan, kiém toan nha
nudc
The National Assembly, People's Councils, state

audit

O x4 Thanh Loc, ho 6ng Pham Vin Sau trong dira va nudi ca két hop trén dat cua gia
dinh: moi quyét dinh vé giéng, thoi vy, gid ban do ho tu dua ra va tu chiu rii ro. Con
duong ndi ddng ndi vuon dira véi dudng lién x4 thi khac: nhiéu ho cing di, khong ho nao
tra tién cho ting lugt di, nén viéc 1am dudng nam trong du toan chi cia ngan sach xa.
Chuong 2 giai thich vi sao thi truong c6 chd khong tu 1am tét; chuong 3 va chuong 4
phan tich hang hda cong va ngoai téc.

In Thanh Loc commune, Mr Pham Van Sau's household grows coconuts and farms fish together
on the family's land: the household itself decides the variety, the season and the selling price,
and carries the risk. The field track linking the coconut garden to the inter-commune road is
different: many households use it, none pays for each trip, so building it belongs in the commune
budget estimate. Chapter 2 explains why markets cannot do everything well; chapters 3 and 4
analyse public goods and externalities.

LOI HAY GAP / COMMON MISTAKE — Pdng nhét khu vuc cong véi co quan hanh
chinh. Khu virc cong con gdm don vi su nghiép cong lap (truong, bénh vién cong) va voén nha
nudce tai doanh nghié€p; nguoce lai, mot dich vu do khu vyce tu cung cép (truong tu, bénh vién
tur) khong vi thé ma thudc khu vic cong, ké ca khi Nha nudc hd trg mot phan chi phi.

Treating the public sector as the administrative bodies alone. It also covers public non-business units
(public schools and hospitals) and state capital in enterprises, conversely, a service supplied by the
private sector (a private school or hospital) does not join the public sector, even when the State covers
part of the cost.
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Dé cuong Tai chinh cong / Public Finance

1.2. Chinh phu theo nghia rong, nghia hep va by may nha nuwéec — 1.2.

Government in the broad and narrow senses, and the state apparatus

Ttr "chinh pht" ¢6 hai nghia. Theo nghia hep, d6 12 co quan hanh phép cao nhét cua quic
gia, trc Chinh phu do Thu tudng ding dau. Theo nghia rong, d6 1a toan bo bd may nha
nudc thyc hién chure nang cong: Quéc héi, Chu tich nuéc, Chinh phu cung céc b, toa an,
vién kiém sat, Kiém toan nha nudc va chinh quyén cic cép dia phuong. Mon Tai chinh
cong dung nghia rong, vi ngan sach do nhiéu co quan cing lap, quyét dinh, chap hanh va
giam sat.

The word "government" has two meanings. In the narrow sense it is the highest executive body of
the country, the Government headed by the Prime Minister. In the broad sense it is the whole
state apparatus that performs public functions: the National Assembly, the President, the
Government and its ministries, the courts, the procuracies, the State Audit and local authorities
at every level. Public finance uses the broad sense, because several bodies together prepare,
decide, execute and oversee the budget.

Noi dung Nghia hep Nghia rgng

Aspect Narrow sense Broad sense

Chinh phu va co quan hanh chinh
Pham vi nha nudc
Scope The Government and state

Moi co quan nha nudc ¢ trung wong va
dia phuong

. . . All state bodies at central and local level
administrative bodies

Thii tuéng, Bo Tai chinh, Uy ban Thém Qudc hoi, Hoi ddng nhan dén,
Vidu nhan dan Kiém ton nha nuéc
Example The Prime Minister, the Ministry of Plus the National Assembly, People's
Finance, People's Committees Councils, the State Audit

N6i vé& hanh phap: 1ap du toan, diéu  Noi vé toan bd khu vuc cong trong thu,

Dung khi hanh chi, ng
Used when Discussing the executive: preparing Discussing the whole public sector in
estimates, administration revenue, spending and debt

Trong ngan sach, mdi co quan giit mot phan viéc riéng. Luat Ngan sach nha nudc (vin
ban hop nhat 89/VBHN-VPQH nim 2026) phan vai nhu sau:

In the budget each body has its own part of the work. The State Budget Law (consolidated text
89/VBHN-VPQH of 2026) assigns the roles as follows:

Viéc chinh ve ngan sach

Main budget tasks

Quyét dinh chinh sach co ban, cac thir thué, gi¢i han

Quéc hoi an toan ng; ké hoach tai chinh 05 nim; du toan ngan
National sach nha nudc biéu 19 khoan 2, 3, 4
Assembly Decides basic policy, taxes and safe debt limits; the five-

vear financial plan, the state budget estimate
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Viéc chinh veé ngan sach

Main budget tasks

Lap va trinh Qudc hoi ké hoach tai chinh 05 nam va
Chinh phu An hang na i ,
P dyr toan hang nam. ] biéu 25 khoan 2, 3
Government Prepares and submits to the National Assembly the five-
vear plan and the annual estimate
DPanh gia, xac nhan, ket luan, kién nghi vé quan ly tai Pidu 23 Luat NSNN;

Diéu 9 Luat Kiém toan

Kiém todn nha ) A L
chinh cong, tai san cong

nudc
) Assesses, certifies, concludes and recommends on the . i
State Audit °. N . nha nudc
management of public finance and public assets

Y R uyét dinh dy toan thu, chi ngan sach dia phuong va
Hoi dong nhan QhAY b;' R h cho mi hg ap &

A an bo ngan Sacn cap min 0\ ”
dan p & p Pidu 31 khoan 1, 2

, .. Decides local revenue and expenditure estimates and
People's Council o
allocates the budget of its own level

Uy ban nhan Lap du toan, phuong 4n phan bd, quyét toan; trinh

dan Hoi dong nhan dan clng c 3 :

o1 dong i g cap , Piéu 32 khoan 1, 2
People's Prepares estimates, allocation plans and final accounts;
Committee submits to the People's Council of the same level

Chinh quyén dia phuong c6 hai cap: tinh va xa, va ngan sach dia phuong gdm ngan sach
cap tinh va ngan sach cép xa (Diéu 6 khoan 2). Hoi dong nhan dan cép tinh quyét dinh
phan cip ngudn thu, nhiém vu chi giita tinh va xa (Diéu 9 khoan 3). Xa Thanh Loc thudc
tinh Vinh Long: Hoi d6ng nhan dan xa quyét dinh du toan ngan sach xa, Cha tich Uy ban
nhan dan x3 Tran Minh Tam chiju trach nhiém 1ap va trinh, ké toan ngan sach xa Huynh
Thi My Linh gitip viéc vé nghiép vu.

Local government has two levels, province and commune, and the local budget consists of the
provincial budget and the commune budget (Article 6, clause 2). The provincial People's Council
decides how revenue sources and spending tasks are divided between province and commune
(Article 9, clause 3). Thanh Loc commune belongs to Vinh Long province: the commune People's
Council decides the commune budget estimate, the Chairman of the commune People's
Committee, Tran Minh Tam, is responsible for preparing and submitting it, and the commune
budget accountant, Huynh Thi My Linh, handles the professional work.

LOI HAY GAP / COMMON MISTAKE — Cho rang Qudc hoi "lap" du toan ngan séch.
Chinh phu lap va trinh, Quéc hoi quyét dinh; & dia phwong Uy ban nhan dén 1ap, Hoi dong
nhan dan quyét dinh. Hai viéc do hai co quan khac nhau ddm nhiém, d6 1a cach kiém soat 13n
nhau trong quy trinh ngan sach.

Saying that the National Assembly "prepares” the budget estimate. The Government prepares and
submits and the National Assembly decides, locally the People's Committee prepares and the People's
Council decides. Two different bodies do the two jobs, which is how the budget process checks itself.

Tai liéu nay dugc bién soan boi ddi ngii ctia website: https://globalmarket.vin
Trang 10



Dé cuong Tai chinh cong / Public Finance

1.3. Chirc niing ciia chinh phii: phan bo, phan phéi lai, 6n dinh — 7.3.

Functions of government: allocation, redistribution, stabilisation

Musgrave (1959) chia vai tro kinh té cta chinh phu thanh ba chirc ning, mdi chirc ning
tra 101 mot loai that bai hodc muc tiéu khac nhau. Chuc nang phan bo stra cac chd thi
truong phan bo ngudn luc kém hiéu qua (hang héa coéng, ngoai tac, doc quyén). Chirc
ning phan phdi lai diéu chinh két qua phan phdi thu nhap ma thi truong tao ra. Chic
ning 6n dinh giit nén kinh t& gan muc san luong tiém nang, kiém ché lam phat va that
nghiép.

Musgrave (1959) divided the economic role of government into three functions, each answering
a different failure or goal. The allocation function corrects places where the market allocates
resources inefficiently (public goods, externalities, monopoly). The redistribution function

adjusts the income distribution the market produces. The stabilisation function keeps the
economy near potential output and holds down inflation and unemployment.

Chirc niang | Muc tiéu Coéng cu chinh Vi du é Viét Nam
Function Goal Main tools Vietnamese example

Du toan chi dau tu phat trién
Cung cp hang hoa cong,  2026: 1.120.227 ty ddng; dudng

Hiéu qua trong str

A 1R A thué va trg cap, diéu tiét ndi dong, trudng mam non clia xa

Phéan bo dung nguodn lyc . . .

) e ) : Supplying public goods, 2026 development investment
Allocation Efficiency in using . . o

- taxes and subsidies, estimate: VND 1,120,227 billion;
resources ) .
regulation commune field tracks and
kindergartens

Miic chuan trg gitip x4 hoi
540.000 dong mot thang tir

Pl.lén phéi Cong b%lng gilra Thué liy tién, chuyén 1/7/2026 (Nghi dinh

lai cac nhdm dancu  giao, bao hiém x4 hoi
Redistributio  Equity between Progressive taxes, transfers, SSSPAIN LY,
. o Social assistance standard of VND
n population groups  social insurance ; :
540,000 a month from 1 July 2026
(Decree 335/2026/ND-CP)
Vi¢e lam cao, gia Boi chi ngan sach nha nudc 2026:
ca 6n dinh, ting  Chinh sach tai khoa, chinh  605.800 ty ddng, 4,2% GDP
On dinh truong déu sach tién té (Nghi quyét 245/2025/QH15)
Stabilisation  High employment, Fiscal policy, monetary 2026 state budget deficit: VND
stable prices, policy 605,800 billion, 4.2% of GDP
steady growth (Resolution 245/2025/QH15)

PHAI THUQC / MEMORISE — Ba chirc ning ctia chinh phi theo Musgrave: phan bd
(hiéu qua), phan phbi lai (cong bang), 6n dinh (viéc lam, gia ca, ting trudng). Mot khoan chi
¢6 thé phuc vy nhiéu chirc ning; khi phan loai, xét muc tiéu chinh cua khoan chi.

Musgrave's three functions. allocation (efficiency), redistribution (equity), stabilisation (employment,
prices, growth). One item of spending can serve several functions; when classifying, look at its main
purpose.
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Cép x4 chu yéu thyc hién hai chtc ning dau. Chirc nang 6n dinh gan véi chinh sach tai
khoa va tién té clia ca nudc: theo Piéu 7 khoan 5 diém a, chi ngan sach dia phuong cip
tinh dugc boi chi, nén ngan sach xa phai can bang thu va chi, khong dung boi chi dé kich
cau. Ngan sach xi van c6 du phong dé xtr 1y cac khoan chi dot xuat nhu thién tai, dich
bénh (Piéu 10 khoan 1, 2): mirc bé tri tir 2% dén 5% tong chi ciia mdi cap ngan sach.

The commune mainly performs the first two functions. Stabilisation belongs to national fiscal
and monetary policy: under Article 7, clause 5, point a, only the provincial local budget may run
a deficit, so a commune budget must balance revenue and expenditure and cannot use a deficit to
boost demand. The commune budget still holds a reserve for unplanned spending such as natural
disasters and epidemics (Article 10, clauses 1 and 2): the allocation ranges from 2% to 5% of
total expenditure at each budget level.

LOI HAY GAP / COMMON MISTAKE — Xép tro cép tién mit cho ho nghéo vao chirc
ning phan bd vi tién duoc chi ra tir ngan sach. Muc tiéu ctia khoan chi nay 1a thay doi phan
phéi thu nhap nén no6 thude chire ning phan phdi lai; chirc ning phan bd gin véi viée thay dbi
cach dung ngudn lyc (xay trudng, lam dudng), khong gin véi viée chuyén tién gitta cac nhom
dan cu.

Placing a cash grant to a poor household under allocation because the money is spent from the
budget. The purpose of the grant is to change the income distribution, so it belongs to redistribution;
allocation concerns changing how resources are used (building a school or a road), not moving
money between groups.

1.4. Tai chinh cong: khai niém, dac diém va chirc nang — I.4. Public finance:

concept, features and functions

Tai chinh cong 1 cac quan hé kinh té phat sinh khi Nha nudc hinh thanh, phan phéi va sir
dung cac quy tién té cua khu vuc cong dé thuc hién chuc nang cua minh. Voi tu cach mot
mén hoc, tai chinh cong (public finance) ciing 14 kinh té hoc vé vai trd cta chinh phu:
nghién cuu chinh phu nén lam gi, lam bé‘mg cong cu nao, va cac viéc do tac dong ra sao
t6i hanh vi cta ho gia dinh, doanh nghiép va toi phan phdi thu nhép.

Public finance is the set of economic relations that arise when the State forms, distributes and
uses the monetary funds of the public sector to perform its functions. As a subject, public finance
is also the economics of the role of government: what government should do, with which

instruments, and how those actions affect the behaviour of households and firms and the
distribution of income.

Pic diém N¢i dung Can cw vi du

Feature Content Illustration

Diéu 5 khoan 1: thu thué, 1¢

Thu bang thué, phi, 18 phi tinh bét
| bang thus, p, "o pil mang 1 e phi, phi do co quan nha

Gan v6i quyén luc budc, khong tra cong truc tiép theo tung ’ .
N e nudce thuc hién
nha nude nguo1 nop .
. , Article 5(1): taxes, charges
Tied to state power Revenue by compulsory taxes, fees and

and fees collected by state

charges, not paid back to each payer directly bodi
odies
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Pic diém N¢i dung Can cw vi du

Feature Content Illustration

Phuc vu loi ich ¢6n Muc tiéu 1a hiéu qua, céng biang, on dinh, .
o s j - E04nk ’ Ba chirc nang ¢ muc 1.3

cong khong phai 1gi nhuén o .
) . ) . The three functions in section

Serves the public The goals are efficiency, equity and stability, 13 '

interest not profit '

Van hanh theo du Chi chi dugc thuc hién khi ¢6 du toan

toan va phap luat dugc cap co tham quyén giao Diéu 8 khoan 4

Runs on estimates and Spending may be made only with an estimate Article 8(4)

law assigned by the competent authority
Du toan, quyét toan phai cong khai, Quéc

R S hoi, Hoi ddng nhan dan va Kiém toan nha

Cong khai, chiu giam C S A .

st nudc giam sat Diéu 15 khoan 1
Estimates and final accounts are published; Article 15(1)

Public and overseen
the National Assembly, People's Councils and

the State Audit oversee

Chtrc ning cta tai chinh cong suy ra tir cach cac quy tién t& van dong: huy dong ngudn
luc cho Nha nudc (thué, phi, vay); phan bo nguén luc d6 cho cac muc tiéu chi; diéu tiét
thu nhap va hoat dong kinh té thong qua co céu thu, chi; kiém tra viéc sir dung. Kiém
toan nha nudc co chirc nang danh gia, xac nhan, két luan va kién nghi di véi viéc quan
ly, sir dung tai chinh cong, tai san cong (Piéu 9 Luat Kiém toan nha nude, van ban hop
nhét 29/VBHN-VPQH).

The functions of public finance follow from how the monetary funds move: raising resources for
the State (taxes, fees, borrowing), allocating them among spending goals, regulating income and
economic activity through the structure of revenue and spending, and checking how they are
used. The State Audit has the function of assessing, certifying, concluding and recommending on

the management and use of public finance and public assets (Article 9, Law on State Audit,
consolidated text 29/VBHN-VPQH).

1.5. Hé théng tai chinh cong Viét Nam — 1.5. The Vietnamese public finance system
Hé théng tai chinh cong Vi¢t Nam g6m sau bo phan, mdi bd phan co luat riéng diéu
chinh (Hinh 1.1).

The Vietnamese public finance system has six components, each governed by its own law (Figure
1.1).
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B0 phan

Component

Ngén sach nha nuéc

ngan sach trung wong; ngan sach dia phuong (tinh, xa)

Tin dung nha nwéc

cho vay uu dai, bao lanh vay vén cho déi tugng wu tién

Hé thong

hoat dong doc lap voi ngan sach nha nude

Quy tai chinh nha nuéc ngoai ngan sach

tai chinh cong

Viét Nam Tai chinh don vi s nghiép cong lap

ngu(“)n thu phi, ngan sach hé tro, tw chu tai chinh

Tai sén cong

tai san tai co quan, ha tang, dét dai, tai nguyén, quy tién

No cong

n¢ Chinh phi; ng dugc Chinh phu bao lanh; ng chinh quyén dia phuong

Hinh 1.1. Sdu by phan cta hé théng tai chinh cong Viét Nam.
Figure 1.1. The six components of the Vietnamese public finance system.

N¢i dung

Content

Vian ban hién hanh

Governing text

Ngén sach nha
nudc
State budget

Tin dung nha
nudc
State credit

Quy tai chinh
nha nudc ngoai
ngan sach
Off-budget state
financial funds

Tai chinh don

Toan bd cac khoan thu, chi cua Nha nudce
duogc du toan va thyc hién trong mot khoang
thoi gian nhat dinh do co quan c¢6 thim quyén
quyét dinh; gdm ngan sach trung wong va
ngan sach dia phuong (cip tinh, cip x3)

All state revenue and expenditure estimated and
carried out within a set period as decided by the
competent body, central budget and local budget
(provincial and commune levels)

Nha nuéc cho vay wu dii va bao lanh vay vén
cho d6i tuong, linh vuc vu tién, thuc hién qua
ngan hang chinh sach ctia Nha nude

The State lends on concessional terms and
guarantees loans for priority groups and sectors,
through the State's policy bank

Quy do co quan nha nude ¢ thim quyén
quyét dinh thanh lap, hoat dong doc lap véi
ngan sach nha nudc, c6 nguén thu va nhi¢m
vu chi riéng

Funds set up by a competent state body, operating
independently of the state budget, with their own
revenue and spending tasks

Nguédn thu phi, nguon ngan sach hd trg va co

Luat NSNN 89/2025/QH15,
van ban hop nhit 89/VBHN-
VPQH: Diéu 4 khoan 17, Diéu
6

State Budget Law 89/2025/QH1 5,
consolidated text 89/VBHN-
VPQH.: Article 4(17), Article 6

Phén béo lanh: Luit Quan 1y no
cong, Diéu 3 khoan 2
Guarantees: Public Debt
Management Law, Article 3(2)

Luat NSNN, Diéu 4 khodn 23
State Budget Law, Article 4(23)

Nghi dinh 60/2021/ND-CP (sua
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B0 phan Noi dung Van ban hi¢n hanh

Component Content Governing text

vi sy nghi¢p ché tu chu tai chinh cua truong, bénh vién, bdi Nghi dinh 111/2025/ND-

cong lap don vi cung cép dich vu su nghiép cong CP), biéu 4

Finance of Fee income, budget support and financial Decree 60/2021/ND-CP (amended
public non- autonomy of schools, hospitals and other by Decree 111/2025/ND-CP),
business units providers of public services Article 4

Tai san thudc s hitu toan dan do Nha nudc Luéat Quan ly, sir dung tai san

dai dién chu s hitu va thng nhat quan 1y, cong, van ban hop nhét
gém tai san tai co quan, ha téng, dét dai, tai 97/VBHN-VPQH: Piéu 3

Tai san cong nguyén, quy tién khoan 1, Diéu 4

Public assets Assets owned by the whole people, managed Law on Management and Use of
uniformly by the State as representative owner: Public Assets, consolidated text
assets in agencies, infrastructure, land, resources | 97/VBHN-VPQH: Article 3(1),
and funds Article 4

Luéat Quan ly ng cong, van ban
No Chinh phil, ng duge Chinh pht bao 1anh,  hop nhit 59/VBHN-VPQH:

No cong ng chinh quyén dia phuong Diéu 3 khoan 1, 2, 3; Diéu 4
Public debt Government debt, Government-guaranteed debt,  Public Debt Management Law,
local government debt consolidated text 59/VBHN-

VPQH: Article 3(1)~(3), Article 4

Mbi bod phan c6 pham vi riéng nhung quan hé véi nhau. Ngan sach nha nuéc 1a bo phan
trung tam: thué, phi di vao ngan sach rdi duoc chi cho dau tu phat trién, chi thuong
xuyén, tra no 13i (Piéu 5). No cong phat sinh khi ngan sach vay bu dap boi chi; theo Piéu
7 khoan 3, khoan vay bu dip boi chi chi dugc dung cho chi dau tu phat trién. Tai san
cong do cac don vi & bd phan khac nam giir; don vi sy nghiép coéng 1ap vira nhan ngan
sach vira thu phi.

Each component has its own scope but they are linked. The state budget is the central
component. taxes and fees flow into the budget and are spent on development investment,
current spending and interest (Article 5). Public debt arises when the budget borrows to cover a
deficit; under Article 7, clause 3, borrowing to cover the deficit may be used only for
development investment. Public assets are held by units in the other components, a public non-
business unit both receives budget funds and collects fees.

Tiéu chi Ngan sach nha nwéc Quy ngoai ngan sach

Criterion State budget Off-budget fund

Du toan do Qudc hoi, Hoi d@)ng nhian  Quyét dinh thanh 1ap cua co quan co

Co sé hoat dong  dan quyét dinh tham quyén, diéu 1& quy
Basis Estimate decided by the National Founding decision of the competent body,
Assembly or a People's Council fund charter

Quan hé véi ngin Hoat dong ddc lap voi ngan sach nha

sach La chinh ngan sach nudc
i 1t is the budget Operates independently of the state
Link to the budget botes
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Tiéu chi Ngan sach nha nwéc Quy ngoai ngan sach
Criterion State budget Off-budget fund

Theo luat thué, phi va cic khoan thu  Theo ngudn thu va nhiém vu chi riéng

Thu, chi , . , , ~
khac; chi theo dy toan cua quy
Revenue and i . )
spendin By tax, fee and other revenue laws; By the fund's own revenue and spending
P & spending by estimate tasks
A . , o Cong khai ké hoach tai chinh va quyét

n . Cong khai du toan, quyét toan ] g , P ] quy
Cong khai , toan cua quy (Piéu 15 khoan 1)

. Estimates and final accounts are X : §
Disclosure Fund financial plans and final accounts

published . .
are published (Article 15(1))

PHAI THUQC / MEMORISE — S4u b phan: ngan sach nha nudc, tin dung nha nuée, quy
tai chinh nha nudc ngoai ngan sach, tai chinh don vi sy nghi€p cong lap, tai san cong, ng
cong. Quy ngoai ngan sach hoat dong doc 1ap véi ngan sach nha nuéce (Pidu 4 khoan 23).

Six components: the state budget, state credit, off-budget state financial funds, finance of public non-
business units, public assets and public debt. Off-budget funds operate independently of the state
budget (Article 4(23)).

LOI HAY GAP / COMMON MISTAKE — Gop qu¥ tai chinh nha nuéc ngoai ngan sach
va quy du trir tai chinh vao mét. Quy ngoai ngan sach hoat dong ddc 1ap vdi ngan sdch nha
nudc; quy du trir tai chinh 1a quy cia Nha nude hinh thanh tir ngan sach nha nudc va cac
ngudn tai chinh khac (Diéu 4 khoan 21), do Chinh phii va Uy ban nhan dan cép tinh 1ap, sb du
mdi cAp khong vugt qua 25% duy toan chi ngén sach hing nim cua cap d6 (Piéu 11 khoan 1).
Merging off-budget state funds with the financial reserve fund. Off-budget funds operate
independently of the state budget; the financial reserve fund is a state fund formed from the state
budget and other financial sources (Article 4(21)), set up by the Government and provincial People's
Committees, with a balance at each level not exceeding 25% of that level's annual budget expenditure
estimate (Article 11(1)).

1.6. Quy mé ciia chinh phii: ty 18 thu, chi so véi GDP va co cAu chi — 1.6. The

size of government: revenue and expenditure relative to GDP and the structure of spending

Quy mo chinh phu thuong do bang ty 1é chi ngan sach nha nudc so voi GDP; ty 1é thu so
v6i GDP do phan san lugng duoc huy dong vao ngan sach. Ca hai 1a ty 1& cta cing mot
nam, tinh trén s6 tuyét di ciing don vi.

The size of government is usually measured by state budget expenditure as a share of GDP;

revenue as a share of GDP measures the part of output raised into the budget. Both are ratios
for the same year, computed on absolute figures in the same unit.

T§1¢ thu = Thu NSNN / GDP % 100%; Ty 1& chi = Chi NSNN / GDP * 100%
(1.1)
Ty trong khodan chi i = Chii / Tong chi * 100% (1.2)
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Bai miu 1. Quy mé va co ciu chi ngin sich nha nuée nim 2025 — Worked example 1.
Size and structure of state budget spending in 2025

Pé bai: theo Cyuc Thong k&, GDP danh nghia nim 2025 wéc dat 12.847,6 nghin ty dong;
thu ngan sach nha nudc wdc 2.650,1 nghin ty déng; chi udc 2.401,5 nghin ty dong, trong
d6 chi thuong xuyén 1.553,0, chi dau tu phat trién 732,0, chi tra no 1di 109,4 nghin ty
ddng. Tinh ty 1& thu, ty 1& chi so voi GDP va co cdu chi. Pay 14 sé udc, chua phai quyét
toan.

Problem: according to the Statistics Office, nominal GDP in 2025 is estimated at VND 12,847.6
trillion; state budget revenue is estimated at VND 2,650.1 trillion; spending is estimated at VND
2,401.5 trillion, of which current spending is 1,553.0, development investment 732.0 and interest
109.4 trillion. Compute revenue and spending as shares of GDP and the spending structure.
These are estimates, not final accounts.

Chi tiéu Thay s Két qua
Item Substitution Result
Thu / GDP 2.650,1/12.847,6 * 100 20,63%
Chi / GDP 2.401,5/12.847,6 * 100 18,69%
Chi thuong xuyén 1.553.0/2.401,5 % 100 64.67%
Current spending

Cinl @t (i ey iom 732.0/2.401,5 % 100 30,48%
Development investment

Chi tré no Iai 1094 /2.401,5 * 100 4,56%
Interest

Chi khéac (2.401,5—-1.553,0—732,0-109,4)=7,1;7,1/ 0.30%
Other 2.401,5 * 100 =ue

gdp = 12847.6 # GDP danh nghia 2025, nghin ty ddng (udc)

thu = 2650.1 # thu NSNN 2025, nghin ty ddng (udc)

chi = 2401.5 # chi NSNN 2025, nghin ty ddng (udc)

phan = [ ("Chi thudng xuyén", 1553.0),

("Chi dau tu phat trié&n", 732.0),
("Chi tra nogo 1&i", 109.4)]
vn = lambda x, k=2: (f"{x:,.{k}f}".replace(",", "~")
.replace(".", ",").replace("~", "."))

print ("Thu / GDP:", vn(thu / gdp * 100), "%")
print ("Chi / GDP:", vn(chi / gdp * 100), "%")
phan.append ( ("Chi khac", chi - sum(v for , v in phan)))
for ten, v in phan: B

print (f"{ten:<24}{vn(v, 1):>8}{vn(v / chi * 100):>9} &™)

Két qua chay / Output

Thu / GDP: 20,63 %
Chi / GDP: 18,69 %

Chi thudng xuyén 1.553,0 64,67 %
Chi diu tu phat trién 732,0 30,48 %
Chi tra ng 1lai 109,14 4,56 %
Chi khéc 7,1 0,30 %
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Két qua méay khép bang. Ngudn: Cuc Théng ké, béo céo tinh hinh kinh té - xa hoi quy IV
nam 2025.

The program output matches the table. Source: Statistics Office, report on the socio-economic
situation in the fourth quarter of 2025.

Bai miu 2. Co ciu chi theo du todn ngin sach nha nwée nim 2026 — Worked
example 2. Spending structure in the 2026 state budget estimate
Dé bai: Nghi quyét 245/2025/QH15 giao dy toan chi ngan sach nha nuéc nam 2026 la
3.159.106 ty dong, gom chi thudng xuyén 1.808.996; chi diu tu phat trién 1.120.227; chi
tra ng 1di 121.131; du phong 100.402; chi vién tro 6.300; chi du trit quc gia 1.950; bd
sung quy du trit tai chinh 100 (ty dong). Tinh ty trong timg khoan va kiém tra tong.
Problem: Resolution 245/2025/QH15 sets the 2026 state budget expenditure estimate at VND
3,159,106 billion: current spending 1,808,996, development investment 1,120,227, interest
121,131; reserve 100,402, foreign aid 6,300, national reserves 1,950, addition to the financial
reserve fund 100 (VND billion). Compute each share and check the total.
3159106 # tdng chi NSNN 2026, ty ddng (du toan)
[ ("Chi thudong xuyén", 1808996),

"Chi ddu tu phat trién", 1120227),

"Chi tra ng 1ai", 121131),

"Du phong ngén séach", 100402),

(
(
(
("Chi vién tro", 6300),

("Chi du trit qubc gia"™, 1950),
(

m.

chi
muc

"Bé sung quy du tri tai chinh", 100)]
vn = lambda x, k=2: (f"{x:,.{k}f}".replace(",", "~")
.replace(".", ",") -replace("/\'", "."))

for ten, v in muc:
print (f"{ten:<30}{vn (v, 0):>10}{vn(v / chi * 100):>8} %")
tong = sum(v for , v in muc)
print (f"{'Céng"':<30}{vn(tong, 0):>10}", "khop" if tong == chi else "1léch")

Két qua chay / Output

Chi thuong xuyén 1.808.996 57,26 %
Chi dau tu phat trién 1.120.227 35,46 %
Chi tra ng 1lai 121.131 3,83 %
Du phong ngédn séach 100.402 3,18 %
Chi vién trg 6.300 0,20 %
Chi du tr@ qubc gia 1.950 0,06 %
BS sung quy du tr@t tai chinh 100 0,00 %
Céng 3.159.106 khop

Chi thuong xuyén chiém 57,26% va chi dau tu phat trién 35,46% tong chi dy toan; hai
khoan cong lai gan 92,7%. Co cdu nay thé hién ¢ Hinh 1.2.

Current spending takes 57.26% and development investment 35.46% of total estimated spending;
together they come to nearly 92.7%. Figure 1.2 shows this structure.

Tai li€u nay dugc bién soan boi doi ngii cia website: https://globalmarket.vin
Trang 18



Dé cuong Tai chinh cong / Public Finance

Chi dau tu phat trién 35,46%
Chi tra ng 1ai 3,83%
Du phong ngén sach 3,18%

Vién tro, du trit quéc gia, 0,26%
quy du trir tai chinh

0% 20% 40% 60%
Ty trong trong tdng chi du toan 2026

Hinh 1.2. Co cu chi ngan sach nha nuéc theo du toan nam 2026 (Nghi quyét 245/2025/QH15).
Figure 1.2. Structure of state budget spending in the 2026 estimate (Resolution 245/2025/QH]15).

LOI HAY GAP / COMMON MISTAKE — Chia $6 du toan mot nam cho GDP ctua nam
khac, hodc so sb udc véi sé quyét toan. Ty 18 chi so vdi GDP chi c6 nghia khi tir s6 va mau sd
cing mot ndm; sd wdc nam 2025 chua phai quyét toan, nén chi ghi kém "udc" va néu co quan
cong bd.

Dividing one year's estimate by the GDP of another year, or comparing an estimate with a final
account. Spending relative to GDP means something only when numerator and denominator are for
the same year; the 2025 estimate is not a final account, so it is quoted as an estimate with the
publishing body named.

LOI HAY GAP / COMMON MISTAKE — L4y boi chi bang hiéu giita tong chi va tong
thu roi d6i chiéu vé6i con sé 605.800 ty dong, hodc nham boi chi véi tong nhu cau huy dong.
Boi chi dugc xac dinh theo Diéu 4 khoan 1 (chi khong gdm tra no gdc, thu khong gom vay);
t6ng nhu cau huy dong nam 2026 13 985.784 ty dong vi gdm ca vay dé tra ng gbc (379.645 ty
ddng).

Computing the deficit as total spending minus total revenue and comparing it with VND 605,800
billion, or mixing the deficit up with total financing needs. The deficit is defined in Article 4(1)
(spending excluding principal repayment, revenue excluding borrowing); the 2026 total financing
need is VND 985,784 billion because it also includes borrowing to repay principal (VND 379,645
billion).

1.7. Luat Wagner va hiéu @ng thay thé Peacock — Wiseman — 1.7. Wagner's law

and the Peacock—Wiseman displacement effect

Hai gia thuyét giai thich vi sao chi cong tang theo thoi gian. Luat Wagner (Adolph
Wagner, cudi thé ky XIX) cho rang khi thu nhap binh quan dau nguoi ting, chi cong ting
nhanh hon GDP, nén ty 18 chi cong so véi GDP ting. Ly do thuong néu: nhu cau vé gido
duc, y té, ha tﬁng va trat ty phép 1y co gian theo thu nhap 16n hon 1, va d6 thi hoa kéo
theo nhu cdu quan 1y cong. Wagner 13 quy lut quan sat duge ¢ nhiéu nudc, khong phai
dang thirc dung véi moi ky.

Two hypotheses explain why public spending rises over time. Wagner's law (Adolph Wagner,
late nineteenth century) holds that as income per head rises, public spending grows faster than
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GDP, so the ratio of public spending to GDP rises. The usual reasons: demand for education,
health, infrastructure and legal order is income-elastic with an elasticity above 1, and
urbanisation brings a need for public administration. Wagner's law is a pattern seen in many
countries, not an identity that holds in every period.

Pé kiém tra, dung hé sé co gidn cua chi cong binh quan theo GDP binh quén. Luét
Wagner dugc tng ho khi hé s6 nay 16n hon 1.
To test it, use the elasticity of public spending per head with respect to GDP per head. Wagner's

law is supported when the elasticity exceeds 1.

e=(AG/G)/(AY/Y), €>1= chicong /GDP tang (1.3)

Bai miu 3. Hé s6 co giiin ciia chi cong theo GDP — Worked example 3. Elasticity of
public spending with respect to GDP

Dir kién dé bai: & mot nén kinh té, ky 1 c6 GDP binh quan du nguoi 100 triéu dong va
chi cong bang 18% GDP; ky 2 ¢6 GDP binh quan 150 triéu dong va chi cong bang 24%
GDP. Tinh hé sb co gian va két luan vé luat Wagner.

Problem data: in an economy, period 1 has GDP per head of VND 100 million and public
spending of 18% of GDP; period 2 has GDP per head of VND 150 million and public spending
of 24% of GDP. Compute the elasticity and conclude on Wagner's law.

Phép tinh

Calculation
1 Chi cong binh quan ky 1: 100 * 0,18 18,0 triéu d@)ng
2 Chi cong binh quan ky 2: 150 * 0,24 36,0 triéu dong
3 Chi cong tang: 36,0/ 18,0 — 1 100,0%
4 GDP binh quéan tang: 150/ 100 — 1 50,0%
5 e =100,0% /50,0% 2,00

So véi 1 ¢ > 1: phu hop luat Wagner

6 & > 1: consistent with Wagner's
Compared with 1 &

law
gdp_bg = [100.0, 150.0] # GDP binh quan diu ngudi, triéu ddng
ty le = [0.18, 0.24] # chi céng / GDP & hai ky
chi bg = [g * t for g, t in zip(gdp bg, ty le)]
tang _chi = chi bqg[l] / chi bgl0] - 1
tang_gdp = gdp_bqg[l] / gdp_bqg[0] - 1
e = tang chi / tang gdp
vn = lambda x, k=2: (f"{x:,.{k}f}".replace(",", "~")
.replace(".", ",").replace("~", "."))

print ("Chi céng binh quan (triéu ddng):", vn (chi bg[0], 1), "gén",

vn (chi bgll], 1))
print ("Chi céng binh quan tdang:", vn(tang chi * 100, 1), "%")
print ("GDP binh quén tang:", vn(tang gdp * 100, 1), "%")
print ("Hé sbé co gidn cta chi céng theo GDP:", vn(e))
print ("Chi cdéng / GDP tdng:", "cbé6" if e > 1 else "khdng")
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Két qua chay / Output

Chi céng binh quan (triéu dbdng): 18,0 &én 36,0
Chi c¢éng binh quén tang: 100,0 %

GDP binh quan tdng: 50,0 %

Hé sb co gian cua chi céng theo GDP: 2,00

Chi céng / GDP t&ng: cd

Hinh 1.3 v& hai ky trén duong Wagner: GDP binh quéan ting 1,5 lan, ty 1& chi cong so véi
GDP tang tir 18% 1én 24%.

Figure 1.3 places the two periods on a Wagner curve: GDP per head rises 1.5 times and the
ratio of public spending to GDP rises from 18% to 24%.

Chi cong / GDP
Puong Wagner

24% fomnmmmmmm e m e

180 T -------=-==--mnmmmmnoe

100 150
GDP binh quan diu ngudi (triéu déng)

Hinh 1.3. Puong Wagner: ty 1& chi cng so véi GDP ting cung GDP binh quan dau nguoi (dit
kién dé bai).
Figure 1.3. The Wagner curve: the ratio of public spending to GDP rises with GDP per head (problem
data).

LOI HAY GAP / COMMON MISTAKE — Két ludn Wagner dng chi vi chi cong ting vé
s6 tuyét d6i. Gia st GDP binh quan ting 30% con chi cong binh quan ting 20%: chi cong
tang nhung € = 20% / 30% = 0,67, nho hon 1, ty 1€ chi cong so véi GDP giam. Luat Wagner
n6i vé tée do tang cua chi cong so vi GDP, khong ndi vé viée chi cong co ting hay khong.
Concluding that Wagner holds merely because public spending rises in absolute terms. Suppose GDP
per head grows 30% and public spending per head grows 20%: spending rises but ¢ = 20% / 30% =
0.67, below 1, and the ratio of public spending to GDP falls. Wagner's law concerns the speed of
growth of public spending relative to GDP, not whether it rises at all.

Peacock va Wiseman (nghién ciru chi tiéu cong cia Vwong qudc Anh, xuat ban niam
1961) dua ra cach giai thich khac: chi cong khong tang déu ma ting theo bac thang. Khi
¢6 ¢t soc 1on nhu chién tranh, thién tai hay dai dich, chi cong ting vot va dan cu chap
nhan muc thué cao hon. Khi ct sdc qua di, chi cong khong tré vé muc cii ma dimg & mot
nac cao hon xu hudng trudc d6. P6 1a hiéu tng thay thé (displacement effect): chi tiéu va
thué phuc vu ct sc thay chd cho mirc chi cil.
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Peacock and Wiseman (a study of public expenditure in the United Kingdom, published in 1961)
offered another explanation: public spending does not rise smoothly but in steps. When a large
shock such as war, natural disaster or pandemic occurs, public spending jumps and people
accept higher taxes. When the shock passes, spending does not return to its old level but stops at
a step above the earlier trend. This is the displacement effect: spending and taxes needed for the
shock take the place of the old level.

Hai hiéu ing di kém thuong duge nhéc: hiéu Gmg thanh tra (inspection effect), khi ct sbc
lam 16 ra cac nhu cdu cong chua duoc dap tng; va hiéu Gng tip trung (concentration
effect), khi vai tro cia chinh quyén trung uong ting so véi chinh quyén dia phuong.

Two companion effects are often mentioned: the inspection effect, when the shock reveals unmet

public needs, and the concentration effect, when the role of central government grows relative to
local government.

Bai miu 4. Bac thang chi cong sau ¢t soc — Worked example 4. The step in public
spending after a shock

Dit kién dé bai: GDP nam 0 14 1.000 va ting 5% mdi ndm. Tir nim 0 dén ndm 4, chi cong
bang 20% GDP. Cii sdc kéo dai tir nam 5 dén nam 7, chi cong 1én 30% GDP. Tir nam 8,
chi cong 6n dinh & 24% GDP. Tinh chi cong thuc té, chi cong theo xu hudng 20% va
chénh léch.

Problem data: GDP in year 0 is 1,000 and grows 5% a year. From year 0 to year 4, public
spending is 20% of GDP. The shock lasts from year 5 to year 7 and spending rises to 30% of

GDP. From year 8, spending settles at 24% of GDP. Compute actual spending, spending on the
20% trend and the gap.

gdp, tang = 1000.0, 0.05 # GDP ndm 0 va téc d6 tdng mdi ndm
vn = lambda x, k=2: (f"{x:,.{k}f}".replace(",", "~")

.replace(".|', ",") .replace(||~||, "."))
print ("Ndm GDP Chi/GDP Chi Xu hudéng Chénh")

for nam in range (12):
ty = 0.20 if nam < 5 else 0.30 if nam < 8 else 0.24
chi, xu huong = gdp * ty, gdp * 0.20
print (f"{nam:>3}{vn(gdp, 1) :>10}{vn(ty * 100, 0):>6} %"
f"{vn(chi, 1):>9}{vn(xu huong, 1):>10}{vn(chi - xu huong, 1):>8}")
gdp *= 1 + tang

Két qua chay / Output

Nam GDP Chi/GDP Chi Xu hudéng Chénh
0 1.000,0 20 % 200,0 200,0 0,0
1 1.050,0 20 % 210,0 210,0 0,0
2 1.102,5 20 % 220,5 220,5 0,0
3 1.157,6 20 % 231,5 231,5 0,0
4 1.215,5 20 % 243,1 243,1 0,0
5 1.276,3 30 % 382,9 255,3 127,6
6 1.340,1 30 % 402,0 268,0 134,0
7 1.407,1 30 % 422,1 281,4  140,7
8 1.477,5 24 % 354, 6 295,5 59,1
9 1.551,3 24 % 372,3 310,3 62,1

10 1.628,9 24 % 390,9 325,8 65,2
11 1.710,3 24 % 410, 5 342,1 68,4

Nam 5, chi cong 1a 382,9 so vdi 255,3 theo xu hudng, chénh 127,6. Sau cu sc, nam 8 chi
cong 1a 354,6, thap hon dinh nhung van cao hon xu hudng 59,1; chénh léch 1én 68,4 vao
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nam 11 vi GDP tiép tuc ting. Phan chénh sau nim 7 1a hiéu ung thay thé: ty 1& chi cong
khong quay vé 20% ma dimg & 24%. Hinh 1.4 v& dudng ty 1é chi cong so véi GDP.

In year 5 spending is 382.9 against 255.3 on the trend, a gap of 127.6. After the shock, spending
in year 8 is 354.6, below the peak but still 59.1 above the trend; the gap reaches 68.4 in year 11
because GDP keeps growing. The gap after year 7 is the displacement effect: the ratio does not
return to 20% but stops at 24%. Figure 1.4 plots the ratio of public spending to GDP.

Chi cong / GDP (%)

C séc nam 5 dén 7: 30%

30% A

Mtrc méi sau ¢l sdc: 24%

24%
20% rmm—

Xu huéng trude ci sbe: 20%

0 5 8 12
Nam
Hinh 1.4. Hiéu tng thay thé Peacock — Wiseman: ty 1¢ chi cong so véi GDP 1én nac cao hon sau
ct sbe (dit kién dé bai).
Figure 1.4. The Peacock—Wiseman displacement effect: the ratio of public spending to GDP moves to a
higher step after the shock (problem data).

Hiéu vrng thay thé Peacock —
Wiseman
Peacock—Wiseman displacement effect

Tiéu chi Luat Wagner

Criterion Wagner's law

Thu nhap tang, nhu cau dich vu
Nguyén nhan chinh  cong co gidn 16n hon 1
Main cause Rising income, income elasticity of

C1 sbc 16n (chién tranh, thién tai, dai
dich)

i Al hock , disaster, demi
demand for public services above 1 arge shock (war, disaster, pandemic)

Tang déu, ty 1& chi cong / GDP ting  Bac thang: ting vot rdi dimg ¢ nic

Hinh dang duon 3
chi cén. 2 2 dan cao hon

& Smooth rise, ratio of spending to GDP  Steps: a jump, then a stop at a higher
Shape of the path o

climbing gradually level
So dudng chi thyc té véi xu hudng

Kiém tra bang Hé s co gian € > 1 trude ci soc
Tested by Elasticity e > 1 Comparing the actual path with the pre-

shock trend

PHAI THUQC / MEMORISE — Wagner: € = (AG / G) / (AY / Y) > 1, chi cong ting nhanh
hon GDP. Peacock — Wiseman: ¢t sdc ddy chi cong 1én ndc méi va chi cong khong quay vé
xu hudng cil.

Wagner: ¢ = (AG/ G) / (4Y /Y) > 1, public spending grows faster than GDP. Peacock—Wiseman: a
shock lifts public spending to a new step and it does not return to the old trend.
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1.8. Bon cAu héi ciia kinh té cong; phan tich thwe chirng va chuin tic — 1.8.

The four questions of public economics; positive and normative analysis

Kinh té cong xoay quanh bon cau héi. Chinh pha nén can thiép vao nhitng hoat dong nao
(san Xuét gi)? Nén can thiép thé nao, tirc tu san xut, mua cua tu nhan, trg cép hay diéu
tiét (san xuat nhu thé nao)? Can thiép anh hudng dén ai va phan phdi thu nhép ra sao (san
xuét cho ai)? Va vi sao chinh phii chon nhu viy, tic co ché chinh tri ndo dan dén quyét
dinh (ra quyét dinh ra sao)?

Public economics revolves around four questions. In which activities should government
intervene (what to produce)? How should it intervene: produce itself, buy from private firms,
subsidise or regulate (how to produce)? Whom does the intervention affect and what happens to

the income distribution (for whom)? And why does government choose as it does, that is, which
political mechanism leads to the decision (how decisions are made)?

Cau héi Vi du & x4 Thanh Ljc Chuong

Question Example in Thanh Loc Chapter

C6 nén danh ngan sach xa cho duong ndi dong hay

San xuat gi khong 2.3.4

What
“ Whether the commune budget should fund field tracks
Nhur thé ndo Xa tu lam du(‘mg, thué nha tbﬁu hay hop tac voi tu nhan
™ The commune builds the track itself, hires a contractor or 3,8
\%
¢ partners with a private firm
Cho ai Hb trg hd nghéo, ho can nghéo hay moi ho
Support for poor and near-poor households or for all 6,7
For whom
households

Hoi ddng nhan dan xa biéu quyét dy toan, Uy ban nhan
Ra quyét dinhrasao  dan xa lap phuong an 59
How decided The commune People's Council votes on the estimate, the ’

People's Committee prepares the plan

Cau tra 151 cho bon cau hoi ding hai loai phan tich. Phan tich thuc ching (positive) mo ta
va du bao: "diéu gi xdy ra néu", kiém ching dugc bang dir liéu. Phan tich chuédn tic
(normative) danh gia va khuyén nghi: "nén lam gi", dua vao phan doan gia tri. Kinh té
hoc dung thyc chimg dé chi ra hé qua cia timg phuong an; viéc chon phuong an thudc
quyét dinh chinh tri theo quy trinh ngan sach.

The answers use two kinds of analysis. Positive analysis describes and predicts: "what happens
if", which data can check. Normative analysis evaluates and recommends: "what should be

done", resting on value judgements. Economics uses positive analysis to show the consequences
of each option, choosing an option is a political decision taken through the budget process.
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Ménh dé Ly do

Statement Reason

Mirc chuén trg gitip xa hoi tang tir 500.000 Kiém chung dugc bang vin ban va
1én 540.000 dong mot thang, tic ting 8%  Thuc ching  phép tinh

The social assistance standard rose from VND Positive Can be checked against the text and
500,000 to VND 540,000 a month, an 8% rise the arithmetic

Chtra "nén", phu thudc danh gia vé

Nha nudc nén nang mirc chuén 1én 600.000 . 5 R o c
cong bang va kha nang ngan sach

ddng mot than Chuén tic

The %’tate shoulf raise the standard to VND Normative Conlams Slouten anc{ LT O

600,000 a month ]udge@ents about equity and budget
capacity

Tang thué 1am giam san luong hang hoa bi C6 thé diing hodc sai, kiém tra bang

danh thué Thyc chimg  s6 lidu (chuong 7)

A tax increase reduces the output of the taxed Positive May be true or false, testable with data

good (chapter 7)

Ngan sach xa nén vu tién lam duong hon

22 Xép thir ty wu tién 14 phan doan gia
xdy nha van hoa Chuan tac P ; P g

tri
The commune budget should give roads priority = Normative ’

Ranking priorities is a value judgement
over a cultural house 8P Juag

LOI HAY GAP / COMMON MISTAKE — Coi mot ménh dé 14 chudn tic vi n6 gay tranh
cdi, hodc coi 1a thuc chimg vi nd ¢6 s6 liéu. Tiéu chi 1a ménh dé c6 thé kiém chung bang dit
kién hay khong. Mot ménh dé thuc chimg van c6 thé sai; moét ménh dé chuan tic van c6 thé
dan s6 liéu 1am can ctr, nhung két luan "nén" ludén can thém mot phan doan gia tri.

Calling a statement normative because it is controversial, or positive because it quotes figures. The
test is whether facts can check the statement. A positive statement can still be wrong; a normative
statement can still cite figures as support, but the conclusion "should" always needs a further value
Jjudgement.

1.9. Xa Thanh Lgc, tinh Vinh Long: dia ban cua cac bai tap — 1.9. Thanh Ljc

commune, Vinh Long province: the setting of the exercises

Céc bai tap tinh todn trong sach dat ¢ xa Thanh Loc, tinh Vinh Long, thudc mo6 hinh
chinh quyén dia phuwong hai cip tir 1/7/2025. Xa c6 Hoi dong nhan dan va Uy ban nhan
dan xa; Chii tich Uy ban nhan dan x4 12 6ng Tran Minh Tam, ké toan ngan sach x 1a ba
Huynh Thi My Linh. Ho 6ng Pham Vin Sau (5 nhan khau) trong dira va nudi ca két hop,
xuét hién trong cac bai vé hang hoa cong, ngoai tac va thué. Moi sb vé xi 1a dit kién dé
bai.

The calculation exercises in this book are set in Thanh Loc commune, Vinh Long province, under
the two-level local government model in force since 1 July 2025. The commune has a People's
Council and a People's Committee; the Chairman of the commune People's Committee is Mr
Tran Minh Tam and the commune budget accountant is Ms Huynh Thi My Linh. The household
of Mr Pham Van Sau (5 members) grows coconuts and farms fish together and appears in the
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exercises on public goods, externalities and taxes. All figures about the commune are problem

data.

Chi tiéu
Item

Dan sb
Population
S6 ho
Households
Dién tich
Area

Gia tri san xuat trén dia ban
Output produced in the commune

Co cau kinh té
Economic structure

Ho ngheéo

Poor households

Ho cén ngheo
Near-poor households

Gia tri

Value

12.000 nguoi
12,000 people

3.200 ho
3,200 households

38,5 km2
480.000 triéu ddng mot nam
VND 480,000 million a year

Lua 20%, dira 30%, thiy san 25%, dich vu 25%
Rice 20%, coconut 30%, aquaculture 25%, services 25%

3,0% tong s6 ho
3.0% of households

5,0% tong s6 ho
5.0% of households

Doan ma sau tinh céac chi ti€u suy ra tir bang.
The following code computes the indicators derived from the table.

dan so, so ho, dien tich = 12000, 3200, 38.5 # nguoi, hd, km2
gia tri sx = 480000 # gid tri san xuidt trén dia ban, triéu ddng/nim

ngheo, can ngheo = 3.0, 5.0 # ¢ tdng sb ho
vn = lambda x, k=2: (f"{x:,.{k}f}".replace(",", "~")
.replace(".", ll,ll) .replace("~", u.u))

print ("Sé ngudi binh quén mdét hé:", vn(dan so / so_ho))

print ("Mat &6 dan sé (ngudi/km2):", vn(dan so / dien tich))

print ("Gia tri san xudt binh quan (triéu ddéng/ngudi/ndm):",
vn(gia_tri sx / dan_so, 1))

print ("Sé hd nghéo:", round(so_ho * ngheo / 100), "hd")

print ("Sé hé can nghéo:", round(so _ho * can ngheo / 100), "ho")

Két qua chay / Output

S8 ngudi binh quan mét hdé: 3,75

Mat d6 dan sb (ngudi/km2): 311,69

Gid tri san xudt binh quan (triéu ddéng/ngudi/ndm): 40,0
S hé nghéo: 96 hd

S5 hé can nghéo: 160 ho

Binh quan mdi ho ¢6 3,75 nguoi; mat do dan sb 311,69 ngudi/km?2; gia tri san xudt binh
quan 40,0 triéu déng/ngu’c‘ri/ném; 96 hd ngheo va 160 hd can nghéo.
Each household has 3.75 people on average; population density is 311.69 people per km2;

output per head is VND 40.0 million a year; there are 96 poor households and 160 near-poor
households.

Tai liéu nay dugc bién soan boi ddi ngii ctia website: https://globalmarket.vin
Trang 26



Dé cuong Tai chinh cong / Public Finance

1.10. Lién hé Viét Nam: s6 liéu vé quy md tai chinh cong — 1.10. Vietnam in

context: figures on the scale of public finance

S6 liéu da cong bo vé quy md thu, chi ngan sach nha nudc, moéi s6 ghi ky va co quan

cong bo.

Published figures on the scale of state budget revenue and spending, each with its period and

publishing body.

Chi tiéu So liéu Ky, nguon
Item Figure Period, source

GDP danh nghia
Nominal GDP

Thu ngén sach nha
nude
State budget revenue

Du toan thu, chi, boi
chi

Revenue, spending and
deficit estimates

Thu ngén sach nha
nudc chin thang
Revenue in nine months

K& hoach tai chinh 5
nam
Five-year financial plan

Chi d4u tu phat trién
Development investment

Hé s6 Gini; nghéo da
chiéu

Gini coefficient;
multidimensional
poverty

11.511,9 nghin ty dong (2024); 12.847,6
nghin ty dong (2025)

VND 11,511.9 trillion (2024); VND 12,847.6
trillion (2025)

2.650,1 nghin ty dong, bang 134,7% du
toan
VND 2,650.1 trillion, 134.7% of the estimate

Thu 2.529.467; chi 3.159.106; bdi chi
605.800 ty dong, bang 4,2% GDP
Revenue 2,529,467, spending 3,159,106,
deficit 605,800 VND billion, 4.2% of GDP

2.187,3 nghin ty ddng, bang 86,5% du
toan, tang 12,1%

VND 2,187.3 trillion, 86.5% of the estimate,
up 12.1%

Huy dong binh quan 18% GDP; boi chi
binh quéan khoang 5% GDP

Average mobilisation of 18% of GDP;
average deficit of about 5% of GDP

Khoang 40% tng chi ngan sach nha nudc
About 40% of total state budget spending

0,323; 1,3%
0.323; 1.3%

Udc, Cuc Théng ké
Estimates, Statistics Olffice

Niam 2025 (u6c), Cuc Thong
ké
2025 (estimate), Statistics

Office

Niam 2026, Nghi quyét
245/2025/QH15

2026, Resolution
245/2025/QH15

9 thang 2026 (udc), Cuc
Théng ké

Nine months of 2026
(estimate), Statistics Office

2026 — 2030, theo Nghi
quyét 26/2026/QH16
2026-2030, per Resolution
26/2026/QH16

2026 — 2030, theo Nghi
quyét 27/2026/QH16
2026-2030, per Resolution
27/2026/QH16

Nam 2025, theo thong cao
ctia Cuc Thong ké

2025, per the Statistics Office
release

S6 liéu thu, chi ndam 2025 va chin thang 2026 1a sé udc; dy toan 2026 13 sé Qubc hoi

quyét dinh.

The 2025 and nine-month 2026 revenue and spending figures are estimates, the 2026 figures are
the estimates decided by the National Assembly.
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PHAN TiCH CHINH SACH / POLICY ANALYSIS — Cau héi: nén nang ty trong chi dau
tu phat trién trong tong chi ngan sach nha nudc? Dy toan 2026 danh 35,46% tong chi cho chi
dau tu phat trién va 57,26% cho chi thudng xuyén; ké hoach 2026 — 2030 néu mirc khoang
40% cho chi dau tu phat trién.

Question: should the share of development investment in total state budget spending be raised? The
2026 estimate gives 35.46% of total spending to development investment and 57.26% to current
spending; the 2026—2030 plan states about 40% for development investment.

LAP LUAN UNG HQ / ARGUMENT FOR — Luat Ngan sach nha nudc yéu ciu wu tién
bd tri cho chi dau tu phat trién (Piéu 8 khoan 5). Ha tang giao thong, thity loi, trudng hoc tao
loi ich kéo dai nhiéu nim va thuong cé ngoai tac tich cuc ma khu vuc tu it dau tw. Vay bu dip
boi chi chi dugce dung cho ddu tu phat trién (Piéu 7 khoan 3), nén ting chi nay di ciing co s&
phap 1y dé vay.

The State Budget Law requires priority for development investment (Article 8, clause 5). Transport,
irrigation and school infrastructure yield benefits over many years and often carry positive
externalities that the private sector under-invests in. Borrowing to cover a deficit may be used only for
development investment (Article 7, clause 3), so raising this spending comes with a legal basis for
borrowing.

LAP LUAN PHAN POI / ARGUMENT AGAINST — Chi thuong xuyén gém lwong, an
sinh va céc dich vy cong thiét yéu, vi du gido duc - dao tao 450.150 ty déng trong du toan
2026; cat phan nay dé nhuong chd cho dau tu lam giam dich vu truéc mat. Hidu qua dau tur
phu thudc chat luong ting du 4n, nén ting ty trong chua chic ting loi ich. Vén vay thém lam
tang nghia vu tra no 13i (121.131 ty dong trong dy toan 2026).

Current spending covers wages, social security and essential public services, for example education
and training at VND 450,150 billion in the 2026 estimate; cutting it to make room for investment
reduces services in the short run. The return on investment depends on the quality of each project, so

a larger share does not guarantee larger benefits. Extra borrowing raises the interest burden (VND
121,131 billion in the 2026 estimate).

Cau hoi phan bién can tra 1oi bﬁng dir kién trudce khi chon mot phia: mot déng chi dau tu
va mot dong chi thudng xuyén mang lai loi ich rong bao nhiéu (chuong 8 giai quyét bang
phan tich chi phi — lgi ich); du 4n nao da c6 NPV duong; khoan nao cia chi thuong
xuyén co thé giam ma khong cat dich vy thiét yéu; ai huong loi va ai chiu chi phi.

Critical questions to answer with evidence before taking a side: what net benefit a dong of
investment and a dong of current spending bring (chapter 8 handles this with cost—benefit
analysis);, which projects already have a positive NPV; which items of current spending could
fall without cutting essential services; who gains and who bears the cost.
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1.11. Bang thuit ngir — 1.11. Glossary

Thuéat ngir

Term (Vietnamese)

Tiéng Anh

English

Giai thich ngin
Short definition

Khu vuc cong

Khu vuc tu

Chinh phu (nghia hep)

Chinh phu (nghia rong)

Chinh quyén dia
phuong hai cap

Chirc nang phan bd
Chtrc nang phan phdi
lai

Chirc nang 6n dinh

Tai chinh cong

Ngan sach nha nudc

Ngén sach dia phuong

Public sector

Private sector

Government (narrow
sense)

General government

Two-level local
government

Allocation function

Redistribution

function

Stabilisation function

Public finance

State budget

Local budget

Co quan nha nudc, don vi su nghi¢p cong lap
va von nha nuéc tai doanh nghiép

State bodies, public non-business units and state
capital in enterprises

H6 gia dinh va doanh nghiép tu nhan, quyét
dinh theo gia thi truong

Households and private firms deciding by market
prices

Co quan hanh phép cao nhat do Thi tuéng
dung dau

The highest executive body headed by the Prime
Minister

Toan by bo may nha nudc ¢ trung wong va dia
phuong

The whole state apparatus at central and local level

Cap tinh va cap xa
Provincial and commune levels

Stra thit bai thi truong dé ngudn luc dugc ding
hiéu qua

Correcting market failure so resources are used
efficiently

Diéu chinh phan phdi thu nhap giita cac nhom
dan cu
Adjusting the income distribution among groups

Gitr viéc lam, gia ca va ting trudng on dinh
Keeping employment, prices and growth stable

Quan hé kinh té khi Nha nudc tao lap va dung
cac quy tién té cong

Economic relations in forming and using the State's
monetary funds

Toan b thu, chi cia Nha nudc duoc du toan
trong mot thoi gian nhét dinh

All state revenue and expenditure estimated for a set
period

Ngan sach cap tinh va ngan sach cap xa
The provincial and commune budgets
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Thuéat ngir Tiéng Anh Giai thich ngin

Term (Vietnamese) English Short definition

Quy tai chinh nha nuéc  Off-budget state Quy hoat dong doc 1ap vdéi ngan sach nha nude
ngoai ngan sach financial fund A fund operating independently of the state budget

Quy cua Nha nudc hinh thanh tir ngan sach va
ngudn tai chinh khac

A state fund formed from the budget and other
sources

Quy du trlr tai chinh Financial reserve fund

Khoan chi chwa phéan bo, 2% dén 5% tong chi
mdi cip

An unallocated spending item, 2% to 5% of total
spending at each level

Du phong ngan sach Budget reserve

Cho vay wu ddi va bao lanh vay von ctia Nha
nudc
Concessional lending and loan guarantees by the
State

Tin dung nha nuéc State credit

Tai san thudc so hiru toan dan do Nha nudc
A . an 1y thong nhat

Tai san cong Public assets quan ly thong nha
Assets owned by the whole people and managed

uniformly by the State

No Chinh pht, ng dugc Chinh phu bao lanh, ng
chinh quyén dia phuong
Government debt, guaranteed debt and local

No cong Public debt

government debt

Chénh 1éch chi (khéng gom tra ng gbc) so vai
B @i i ok Bl o i (4005 GEaT vEy)
Spending (excluding principal repayment) over
revenue (excluding borrowing)

Thudng do bang chi ngan sach so véi GDP
Quy mo6 chinh phu Size of government Usually measured by budget spending relative to
GDP

Chi cong tang nhanh hon GDP khi thu nhép
Luat Wagner Wagner's law tang. . . _
Public spending grows faster than GDP as income

rises

Cu sbc day chi cong 1én nic moi, khong quay
A s 4 . & xu hud U

Higu tng thay the Displacement effect vexu u.o.ng cu ) )
A shock lifts public spending to a new step that does

not revert

Mo ta, du béo, kiém chimg duoc bang dir liéu

Phan tich thuc chin Positive analysis
j g y Describes and predicts, checkable with data
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Thuéat ngir Tiéng Anh Giai thich ngin
Term (Vietnamese) English Short definition

Danh gi4 va khuyén nghi da trén phan doan
Phan tich chuan tac Normative analysis gia tri

Evaluates and recommends on value judgements

1.12. Bai tap van dung c6 101 gidi — Applied exercises with solutions

Bai 1. Quy md va co ciu chi ciia quoc gia Y — Exercise 1. Size and spending structure of
country Y

Quéc gia Y c¢6 GDP danh nghia 9.600 nghin ty dong; thu ngan sach nha nuéc 1.920
nghin ty dong; chi ngan sach nha nudc 2.208 nghin ty déng, gom chi thuong xuyén
1.350, chi dau tu phat trién 690 va chi tra no 14i 168 nghin ty dong. Tinh ty 18 thu va ty 1¢
chi so vo1i GDP, chénh léch chi trir thu theo phﬁn tram GDP va co céu chi; kiém tra hai
diéu kién cua Piéu 7 khoan 2 Luat Ngan sach nha nudc: thu 1én hon chi thuong xuyén,
va s boi chi nho hon chi dau tu phat trién (coi chénh léch chi trir thu 13 s6 bdi chi).
Country Y has nominal GDP of VND 9,600 trillion; state budget revenue of VND 1,920 trillion;
state budget spending of VND 2,208 trillion, made up of current spending 1,350, development
investment 690 and interest 168 trillion. Compute revenue and spending as shares of GDP, the
spending-minus-revenue gap as a percentage of GDP and the spending structure; check the two

conditions of Article 7, clause 2 of the State Budget Law: revenue exceeds current spending, and
the deficit is smaller than development investment (treat spending minus revenue as the deficit).

1. Téng cac khoan chi: 1.350 + 690 + 168 = 2.208, khdp tong chi.
Sum of spending items: 1,350 + 690 + 168 = 2,208, matching total spending.

2. Ty 1€ thu =1.920/9.600 * 100 = 20,00%; ty 1€ chi =2.208 / 9.600 * 100 = 23,00%.
Revenue ratio = 1,920/ 9,600 * 100 = 20.00%;, spending ratio = 2,208 / 9,600 * 100 =
23.00%.

3. Chénh I¢ch chi trir thu = 2.208 — 1.920 = 288 nghin ty déng, b'flng 288/9.600 * 100 =
3,00% GDP.
Spending minus revenue = 2,208 — 1,920 = VND 288 trillion, equal to 288 / 9,600 * 100 =
3.00% of GDP.

4. Co cau chi: thudong xuyén 1.350 /2.208 = 61,14%; dau tu phat trién 690 / 2.208 =
31,25%; tra ng 1ai 168 / 2.208 = 7,61%; cong 100,00%.
Spending structure: current 1,350/ 2,208 = 61.14%, development investment 690 / 2,208 =
31.25%; interest 168 /2,208 = 7.61%, total 100.00%.

5. Piéu kién 1: thu 1.920 16n hon chi thuong xuyén 1.350, thoa. Diéu kién 2: s6 boi chi
288 nho hon chi dau tu phat trién 690, thoa.

Condition 1: revenue of 1,920 exceeds current spending of 1,350, satisfied. Condition 2: the
deficit of 288 is smaller than development investment of 690, satisfied.
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Bai 2. H¢ s6 co gidn Wagner va hi¢u wng thay thé — Exercise 2. Wagner elasticity and
the displacement effect

O mot nén kinh té, ky 1 c6 GDP binh quan dau ngudi 60 triéu dong, chi cong bang 15%
GDP; ky 2 ¢6 GDP binh quan 90 triéu dong, chi cong bang 18% GDP. Tinh hé sb co gidn
ctia chi cong theo GDP va két luan vé luat Wagner. O mot nén kinh té khac, GDP nam 0
1a 2.000 va ting 4% mdi nam; chi cong bang 16% GDP trudc ct soc va 6n dinh & 19%
GDP tir nam 5 sau ct soc. Tinh chénh léch giita chi cong thuc té va chi cong theo xu
hudéng 16% & nam 5.

In one economy, period 1 has GDP per head of VND 60 million and public spending of 15% of
GDP; period 2 has GDP per head of VND 90 million and public spending of 18% of GDP.
Compute the elasticity of public spending with respect to GDP and conclude on Wagner's law. In
another economy, GDP in year 0 is 2,000 and grows 4% a year, public spending is 16% of GDP

before a shock and settles at 19% of GDP from year 5 after the shock. Compute the gap between
actual public spending and spending on the 16% trend in year 5.

1. Chi cong binh quan ky 1 =60 * 0,15 = 9,0 tri¢u d@)ng; ky 2=90 x 0,18 = 16,2 tri€u
dong.
Public spending per head in period 1 = 60 *0.15 = VND 9.0 million; in period 2 = 90 *
0.18 = VND 16.2 million.

2. Chi cong binh quan tang 16,2 /9,0 — 1 = 80,0%; GDP binh quan tang 90/ 60 — 1 =
50,0%.
Public spending per head rises 16.2 /9.0 — 1 = 80.0%, GDP per head rises 90 /60 — 1 =
50.0%.

3.e£=280,0%/50,0% = 1,60 16n hon 1: ty I¢ chi cong so v&i GDP tang (15% 1én 18%),
phu hop luat Wagner.
e =380.0%/50.0% = 1.60, above I: the ratio of public spending to GDP rises (15% to 18%),
consistent with Wagner's law.

4. GDP nam 5 =2.000 * 1,04 mi 5 = 2.433,3 (Iam tron mot chir sb thap phan).
GDP in year 5 = 2,000 * 1.04 to the power 5 = 2,433.3 (rounded to one decimal).

5. Chi cong thyc té nam 5 = 0,19 * 2.433,3 = 462.3; theo xu huéng = 0,16 * 2.433,3 =
389,3.
Actual public spending in year 5 = 0.19 * 2,433.3 = 462.3; on the trend = 0.16 * 2,433.3 =
389.3.

6. Chénh léch = 462,3 — 389,3 = 73,0, bang (19% — 16%) * 2.433,3: d6 1 phan chi cong
do hiéu g thay thé.
The gap = 462.3 — 389.3 = 73.0, equal to (19% — 16%) * 2,433.3: the part of public
spending due to the displacement effect.

Bai 3. Chirc ning ciia khoén chi va rang budc cin d6i & xa Z — Exercise 3. Function
of spending items and the balance constraint in commune Z

Du toan chi nam sau cia xa Z gém: duong ndi d@)ng 1.800; truong mam non 2.400; trg
cap tién mit cho 120 ho nghéo 960; hd tro mua bao hiém y té cho nguoi can nghéo 540
(triéu dong). Phan loai timg khoan theo chirc ning phan bd hay phan phdi lai, tinh ty
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trong mdi chtrc ning va mirc tro cap binh quan mot ho nghéo. Ngudn thu ngan sach xa dy
kién 5.300 triéu dong: xa c6 duge boi chi dé bu phan thiéu khong, va xt 1y thé nao?

Next year's spending estimate of commune Z consists of: field tracks 1,800; kindergarten 2,400;
cash grants to 120 poor households 960, support for buying health insurance for near-poor
people 540 (VND million). Classify each item as allocation or redistribution, compute the share
of each function and the average grant per poor household. Commune budget revenue is

expected at VND 5,300 million: may the commune run a deficit to cover the shortfall, and how is
it handled?

1. Phan bd (d6i cach dung ngudn luc): dudng ndi déng 1.800 va trudng mam non 2.400,
cong 4.200. Phan phdi lai (chuyén giira cac nhém dan cu): tro cp 960 va hd tro bao
hiém y té 540, cong 1.500.

Allocation (changing how resources are used): field tracks 1,800 and kindergarten 2,400,
total 4,200. Redistribution (moving resources between groups): grants 960 and health
insurance support 540, total 1,500.

2. Tong chi =4.200 + 1.500 = 5.700 tri¢u dong.
Total spending = 4,200 + 1,500 = VND 5,700 million.

3. Ty trong phan bo = 4.200 / 5.700 = 73,68%; phan phdi lai = 1.500 / 5.700 = 26,32%.
Allocation share = 4,200/ 5,700 = 73.68%; redistribution share = 1,500/ 5,700 = 26.32%.

4. Tro cép binh quan mot hg ngheo =960 / 120 = 8,0 triéu déng.
Average grant per poor household = 960/ 120 = VND 8.0 million.

5. Thiéu hut = 5.700 — 5.300 = 400 triéu dong. Piéu 7 khoan 5 diém a: chi ngan sach dia
phuong cip tinh duge boi chi, nén xa khong duoc boi chi.
Shortfall = 5,700 — 5,300 = VND 400 million. Article 7, clause 5, point a: only the
provincial local budget may run a deficit, so the commune may not.

6. Cach xtr Iy: giam chi 400 triéu dong hodc nhan s bd sung tir ngan sach cap trén (Diéu
38 khoan 3), dé thu bang chi.
Handling: cut spending by VND 400 million or receive a transfer from the higher-level
budget (Article 38, clause 3), so that revenue equals spending.

1.13. Cau hoi ty luan va dan y tra loi — Essay questions and answer outlines

Cau 1. Phan biét chinh phi theo nghia rong véi nghia hep. Trinh bay vai tro cia
Qudc hoi, Chinh phii, Hji dong nhan dan va Uy ban nhin dén trong Iap va quyét
dinh du toin ngén sach, liy xa lam vi du.

Question 1. Distinguish government in the broad sense from the narrow sense. Set out the roles
of the National Assembly, the Government, People's Councils and People's Committees in
preparing and deciding the budget estimate, using a commune as an example.

« Nghia hep: Chinh phi1 1a co quan hanh phép cao nhat; nghia rong: toan bo bo may nha
nudc ¢ trung wong va dia phuong. Tai chinh cong dung nghia rong.
Narrow sense: the Government is the highest executive body, broad sense: the whole state
apparatus at central and local level. Public finance uses the broad sense.

« Chinh phu 13p va trinh du toan; Qudc hoi quyét dinh dy toan, ké hoach tai chinh 05
nam va gi6i han an toan no (Piéu 19 va Piéu 25 Luat NSNN).

Tai li€u nay dugc bién soan boi doi ngii cia website: https://globalmarket.vin
Trang 33



Dé cuong Tai chinh cong / Public Finance

The Government prepares and submits the estimate; the National Assembly decides the
estimate, the five-year financial plan and safe debt limits (Articles 19 and 25 of the State
Budget Law).

« O dia phuong, Uy ban nhan dan lap, Hoi dong nhan dan cing cip quyét dinh (Piéu 31,
Diéu 32).
Locally, the People's Committee prepares and the People's Council of the same level decides
(Articles 31 and 32).

* Vi du xa Thanh Loc: Chu tich ij ban nhan dan xa Tran Minh Tam trinh, Hoi déng
nhan dan xa quyét dinh, ké toan ngan sach xa giup viéc nghiép vu.
Example of Thanh Léc: the commune People's Committee Chairman Trdan Minh Tam
submits, the commune People's Council decides, and the commune budget accountant
handles the professional work.

« Kiém toan nha nuéc danh gia va kién nghi vé quan 1y tai chinh cong, tai san céng; tach
nguoi lap, ngudi quyét dinh va ngudi kiém tra gitp kiém soat 1an nhau.
The State Audit assesses and recommends on the management of public finance and assets,;
separating those who prepare, decide and check provides mutual control.

Céiu 2. Trinh bay luidt Wagner va hiéu ng thay thé Peacock — Wiseman: ni dung,
cach kiém tra bang s6 liéu, diém khac nhau va han ché khi ap dung.

Question 2. Present Wagner's law and the Peacock—Wiseman displacement effect: content, how
to test them with data, how they differ and their limits in application.

« Wagner: thu nhap binh quan tang thi chi céng ting nhanh hon GDP; kiém tra bang hé
s6 co gidn e = (AG / G) / (AY / Y) 16n hon 1.

Wagner: as income per head rises, public spending grows faster than GDP; test with the
elasticity e = (AG / G) / (4Y /' Y) above 1.

« Peacock — Wiseman: cti sdc 16n ddy chi cong va thué 1én; sau ct sbc chi cong ding &
néc cao hon xu hudng cii; di kém hiéu ing thanh tra va hiéu mg tap trung.
Peacock—Wiseman: a large shock pushes spending and taxes up, afterwards spending stops
at a step above the old trend; the inspection and concentration effects accompany it.

« Khac nhau: Wagner giai thich bang thu nhép tang va duong chi cong tron; Peacock —
Wiseman giai thich bang ct séc va dudng chi cong dang bac thang.

Difference: Wagner explains by rising income and a smooth spending path, Peacock—
Wiseman explains by shocks and a stepped path.

« Han ché: két qua phu thudc cach do chi cong (chi ngan sach hay ca chi ngoai ngan
sach), cach do GDP (gia hién hanh hay gia c6 dinh) va d6 dai ky quan sat.

Limits: results depend on how public spending is measured (budget spending or also off-
budget spending), how GDP is measured (current or constant prices) and the length of the
period observed.

« Hai gia thuyét khong loai trir nhau; mot chudi s6 lidu ¢ thé vira ¢6 xu hudng tang ty
1€ chi cong vira ¢6 cac bac sau cu soc.

The two hypotheses do not exclude each other, one data series can show both a rising ratio
and steps after shocks.
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Céu 3. Néu sau bd phén ciia hé thong tai chinh cong Viét Nam. Phan biét ngin sach
nha nuéc v6i quy tai chinh nha nwéce ngoai ngin sich va néu moi lién hé giira ngin
sach nha nwéc véi ng cong.

Question 3. Name the six components of the Vietnamese public finance system. Distinguish the
state budget from off-budget state financial funds and state the link between the state budget and
public debt.

* Sdu bo phan: ngan sach nha nudc; tin dung nha nudc; quy tai chinh nha nudc ngoai
ngan sach; tai chinh don vi sy nghi€p cong lap; tai san cong; ng cong.
Six components: the state budget, state credit, off-budget state financial funds, finance of
public non-business units, public assets; public debt.

* Ngan sach nha nudc 1a toan bg thu, chi ctia Nha nudc duoc dy toan va thuc hién trong
thoi gian nhét dinh (Piéu 4 khoan 17), gdm ngan sach trung vong va ngan sach dia
phuong (Piéu 6).

The state budget is all state revenue and expenditure estimated and carried out within a set
period (Article 4(17)), made up of the central budget and the local budget (Article 6).

* Quy ngoai ngan sach do co quan c6 thAm quyén quyét dinh thanh 1ap, hoat dong doc
1ap voi ngan sach nha nude, c6 ngudn thu va nhiém vy chi riéng (Diéu 4 khoan 23).
An off-budget fund is set up by a competent body, operates independently of the state budget
and has its own revenue and spending tasks (Article 4(23)).

« Ngén sach vay dé bu dip boi chi va tra ng gdc, phat sinh ng Chinh phu; vay bu dip boi
chi chi dung cho chi dau tu phat trién (Piéu 7 khoan 3).
The budget borrows to cover the deficit and repay principal, creating Government debt;
borrowing to cover the deficit may be used only for development investment (Article 7(3)).

* No cong gém no Chinh phu, ng dugc Chinh phu bao 1anh va ng chinh quyén dia
phuong (Luat Quan 1y no cong, Piéu 3 va Diéu 4).
Public debt covers Government debt, Government-guaranteed debt and local government
debt (Public Debt Management Law, Articles 3 and 4).

1.14. Cau héi tric nghiém — Multiple-choice questions

1. Bon vi nao sau day thudc khu vuc cong?
Which of the following belongs to the public sector?
A. Pon vi sy nghiép cong 1ap cung cap dich vuy té / 4 public non-business unit
providing health services
B. Bénh vién tu do cac cd dong gop von / A private hospital funded by shareholders

C. Ho gia dinh 1am nong nghiép trén dat ctia minh / A household farming on its own
land

D. Doanh nghiép tu nhan san xut xi ming / A private cement manufacturer
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2. Mot quéc gia c6 GDP 5.000 nghin ty dong va chi ngan sach nha nudc 1.150 nghin ty

ddng. Ty 1¢ chi so véi GDP la:
A country has GDP of VND 5,000 trillion and state budget spending of VND 1,150 trillion.
Spending as a share of GDP is:

A.2,30% / 2.30%

B. 4,35% / 4.35%

C.23,0% / 23.0%

D. 43,5% / 43.5%

3. Chinh phu chi tién mat trg cép cho hd ngheo nham thu hep chénh 1€ch thu nhap. Khoan

chi nay thudc chic nang nao theo Musgrave?
A government pays cash grants to poor households to narrow income differences. Under
Musgrave this spending belongs to which function?

A. Phan b6 nguédn luc / Allocation

B. On dinh kinh té vi md / Macroeconomic stabilisation

C. Phéan phbi lai thu nhap / Income redistribution

D. Tap trung hoa chi ti€u / Concentration of spending

4. GDP binh quéan dau ngudi ting 20% con chi céng binh quan dau ngudi ting 30%. Hé
sd co gidn va két luan dung la:
GDP per head rises 20% and public spending per head rises 30%. The correct elasticity and
conclusion are:
A. £=0,67; ty 1€ chi cong so voi GDP giam / ¢ = 0.67, the ratio of public spending to
GDP falls
B. € = 1,50; ty 1€ chi cong so voi GDP giam / ¢ = 1.50, the ratio of public spending to
GDP falls
C.e=0,67; ty I¢ chi cong so v&i GDP tang / ¢ = 0.67; the ratio of public spending to
GDP rises
D. £ =1,50; ty I¢ chi cong so v&i GDP tang / ¢ = 1.50; the ratio of public spending to
GDP rises

5. Dy toan chi ngan sach nha nudc 2026 13 3.159.106 ty dong, trong d6 chi thudng xuyén

1.808.996 ty dong. Ty trong chi thudng xuyén la:
The 2026 state budget spending estimate is VND 3,159,106 billion, of which current
spending is VND 1,808,996 billion. The share of current spending is:

A.35,46% / 35.46%

B. 42,74% /| 42.74%

C.62,50% / 62.50%

D. 57,26% / 57.26%
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6. Theo Luat Ngan sach nha nudc, quy tai chinh nha nudc ngoai ngan sach 1a quy:
Under the State Budget Law, an off-budget state financial fund is a fund:

A. do co quan co tham quyén 1ap, hoat dong doc 1ap véi ngan sach nha nudc / ser
up by a competent body, operating independently of the state budget

B. hinh thanh tir ngan sach va chi dung dé bu dép boi chi cho ngan sach / formed
from the budget and used only to cover the budget deficit

C. do Qudc hoi 1ap dé chi thuong xuyén cho toan bd bd may nha nudc / ser up by
the National Assembly to fund the whole state apparatus

D. gdom toan bo tién thué thu duoc trong nam ngan sach dang thyc hién / made up of
all taxes collected in the current budget year

7. X4 ¢6 12.000 ngudi séng trén dién tich 38,5 km2. Mat d6 dan s6 (ngudi/km2), 1am
tron hai chir s6 thap phan, 1a:
A commune has 12,000 people living on 38.5 km2. Population density (people per km2),
rounded to two decimals, is:

A.3,75 / 3.75
B.31,17 / 31.17
C.38,50 / 38.50
D.311,69 / 311.69

8. Theo Peacock va Wiseman, sau mot ¢t sc 16n nhu chién tranh hay dai dich, chi cong:
According to Peacock and Wiseman, after a large shock such as war or pandemic, public

spending:
A. quay lai ding mirc xu huéng trudc ¢t sé¢ / returns exactly to the pre-shock trend
B. giam xudng thap hon xu hudng trudc ct sdc / falls below the pre-shock trend

C. dimg & nac cao hon xu hudng trudc ct séc / settles at a step above the pre-shock
trend

D. ting déu theo GDP, khong chiu tic dong ciia ¢t séc / grows with GDP, unaffected
by the shock
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Chuong 2. Hiéu qua thi trwong va that bai thi truong — Chaprer
2. Market efficiency and market failures

Muc tiéu chwong — Chapter objectives

* Phan bi¢t hi€u qua Pareto vdi cai thién Pareto, vé hop Edgeworth va tim duong hop
ddng, ving trao doi ¢o 1oi cho ca hai ho tir dir kién xuét phat.
Distinguish Pareto efficiency from Pareto improvement, draw an Edgeworth box and find the
contract curve and the region of mutually gainful trade from the starting endowments.

« Phat biéu ba diéu kién hiéu qua (trao do6i, san xuat, hdn hgp MRS = MRT) va hai dinh
1y phuc 1¢i, néu diéu kién cua ting dinh ly.
State the three efficiency conditions (exchange, production, product mix MRS = MRT) and
the two welfare theorems, with the conditions of each.

* Tinh thang du: tiéu dung, thang du san xuat, ton that vo ich ciia gia trin va ctia doc
quyén trén ciu — cung tuyén tinh, ké ca dinh gia bang chi phi binh quan.
Compute consumer surplus, producer surplus and the deadweight loss of a price ceiling and
of monopoly on linear demand and supply, including average-cost pricing.

« Dung ham phtc 1oi vi loi va Rawls dé chon diém trén duong kha ning thoa dung;
phan tich lya chon bat 1gi trong bao hiém y t€ bang so.
Use the utilitarian and Rawlsian welfare functions to choose a point on the utility possibility
frontier; analyse adverse selection in health insurance numerically.

« Ghép cong cu can thiép vi timg thét bai thi truong va so sanh v6i that bai cta chinh
phu.

Match each intervention tool to a market failure and weigh it against government failure.

2.1. Hi€u qua Pareto va cdi thién Pareto — 2.1. Pareto efficiency and Pareto

improvement

Mudn n6i mdt cach phan bd ngudn lyc 1a tét hay chua tot thi phai c6 tiéu chuan. Kinh té
hoc phuc loi dung tiéu chuan ctia Vilfredo Pareto: mot phan bo 13 hiéu qua Pareto (Pareto
efficient) khi khong con cach nio 1am cho mot ngudi khd hon ma khong lam cho it nhat
mot nguoi khac kém di. Mot thay d6i 1a cai thién Pareto (Pareto improvement) khi khong
ai bi thiét va c6 it nhat mot nguoi dugce loi.

Judging an allocation of resources as good or poor needs a standard. Welfare economics uses
the standard of Vilfredo Pareto: an allocation is Pareto efficient when there is no way to make
one person better off without making at least one other person worse off. A change is a Pareto
improvement when nobody loses and at least one person gains.

Bdi canh cua chuong 13 xd Thanh Loc, tinh Vinh Long, véi 12.000 dan va 3.200 ho. Hai
ho trong xa 1a hd A va hd B trao doi gao va c4; moi ho cd ham théa dung U = xy (x 1a s6
kg gao, y 1a sb kg c4). Sau phuong an sau cho cip thoa dung (UA, UB) ciia hai ho.

The setting of the chapter is Thanh Loc commune in Vinh Long province, with 12,000 residents
and 3,200 households. Two of those households, A and B, trade rice and fish, each has the utility
Sfunction U = xy (x is kilograms of rice, y is kilograms of fish). Six options give the pair of
utilities (UA, UB) of the two households.
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Phuwong an UA So véi PO
Option Compared with PO
PO 16 16 Phan bo .Xuat phat.
The starting allocation
Cé hai ho déu kha hon
Pl 25 25 Both households better off
Ho A khé hon, ho B gilt nguyén
P2 36 16 A better off, B unchanged
Ho B kha hon, h§ A gilt nguyén
P3 16 36 B better off, A unchanged
Ho B kém di
P4 49 ? B worse off
Ps 20 20 Ca hai ho déu kha hon

Both households better off

Doan ma sau liét ké céac cai thién Pareto so vdi PO va cac phuong an khong bi phuong an
nao khac troi hon.

The following code lists the Pareto improvements over PO and the options that no other option
dominates.

# (thoa dung hé A, thoéa dung hd B) cua sdu phuong an phan bd
pa = {"PO": (l6, 1l6), "P1": (25, 25), "P2": (36, lo),
"P3": (l6, 36), "P4": (49, 9), "P5": (20, 20)}

def tot hon(u, v):
"""y cai thién Pareto so vdi v: khéng ai kém di, cbé6 ngudoi hon."""
return all(a >= b for a, b in zip(u, v)) and u != v

print ("Cai thién Pareto so vdi PO:")
for k, u in pa.items{() :
if k != "PO" and tot hon(u, pal["P0"]):
print (" ", k, u)
print ("Hiéu qua Pareto (khéng bi phuong &n nao trdi hon) :")
for k, u in pa.items{() :
if not any(tot hon(v, u) for j, v in pa.items() if j != k):
print (" ", k, u)

Két qua chay / Output

Cai thién Pareto so vdi PO:
P1 (25, 25)
P2 (36, 16)
P3 (16, 36)
P5 (20, 20)
Hiéu qua Pareto (khdéng bi phuong &n nao trdi hon) :
P1 (25, 25)
P2 (36, 16)
P3 (16, 36)
P4 (49, 9)

P1, P2, P3 va P5 déu la cai thién Pareto so v6i PO. P4 khong phai, vi ho B giam tir 16
xubng 9 di ho A ting manh. Trong sau phwong an, bon phuong an hiéu qua Pareto 13 P1,
P2, P3 va P4. P5 khong hi€u qua vi P1 trdi hon no; PO khdng hi€u qua vi bi P1, P2, P3 va

Tai liéu nay dugc bién soan boi ddi ngii ctia website: https://globalmarket.vin
Trang 39



Dé cuong Tai chinh cong / Public Finance

P5 troi hon. Hiéu qua Pareto 1a diéu kién vé viéc khong con loi ich dé khai thac, khong
phai diéu kién vé sy chia déu: P4 (49; 9) hiéu qua nhung bat binh dang hon P1 (25; 25).

Pl1, P2, P3 and P5 are all Pareto improvements over P(0. P4 is not, because household B falls
from 16 to 9 although household A gains a great deal. Of the six options, four are Pareto
efficient: P1, P2, P3 and P4. P5 is not efficient because Pl dominates it; PO is not efficient
because P1, P2, P3 and P5 dominate it. Pareto efficiency says that no gains remain to be

exploited; it does not say that shares are equal: P4 (49; 9) is efficient but more unequal than P1
(25; 25).

Khai niém Noi dung Ai ¢6 thé bi thiét

Concept Meaning Who may lose

D6i tir phan bo nay sang phan bo khac ma

Cai thién Pareto khong ai kém di Khong ai
Pareto improvement A move between allocations in which nobody is Nobody

worse off
Hiéu qua Pareto Trang thai khong con cai thién Pareto nao Khong ap dung
Pareto efficiency A state with no Pareto improvement left Not applicable

. A Ngudi duoc loi co thé bdi thuong cho ngudi  Co ngudi, néu khong bdi
Tiéu chuan Kaldor — g Al g g g g

Hicks bi thiét va van con du thuong that
. o Gainers could compensate losers and still be Some, if compensation is
Kaldor—Hicks criterion . : )
better off not actually paid

Dir kién dé bai: dy an nao vét mot kénh dan nudc cua xa dem lai cho cac hd trong dira
khoan lo1 120 triéu déng, nhung lam thay ddi 36 man va gay cho cac hg nuoi ca thiét hai
80 triéu déng. Poan mai kiém tra tiéu chuan Kaldor — Hicks, roi thir cac khoan boi thuong
dé dy an tré thanh cai thién Pareto.

Problem data: a project to dredge a water-supply canal of the commune gives coconut-growing
households a gain of VND 120 million but changes the salinity and causes fish-farming

households a loss of VND 80 million. The code tests the Kaldor—Hicks criterion and then tries
compensation payments that turn the project into a Pareto improvement.

# Nao vét mdét kénh din nudc (triéu ddng): loi ich (+) hodc thiét hai (-)
lop = {"hd® trdng dwa": 120, "hd nudi ca": -80}
tong = sum(lop.values|())
print ("Lgi ich rong cua xa:", tong,
"=> dat Kaldor-Hicks" if tong > 0 else "=> khéng dat")

print ("H6 trdng dua bdi thudng cho hd nudi cid khoan b:")
for b in (0, 60, 80, 100):

rong = {"hé trdng dua": lop["hdé trdng dua"] - b,

"hé nudi cad": lop["hdé nudi ca"] + b}
ok = all(v >> 0 for v in rong.values())
print (f"b = {b:>3}:", rong, "cai thién Pareto" if ok else "chua")

Két qua chay / Output

Loi ich rong cua xa: 40 => dat Kaldor-Hicks
HO trdng dita bdi thudng cho hd nudi cid khoan b:

b = 0: {'hdé trdng dwa': 120, 'hd nudi ca': -80} chua
b = 60: {'hdé trdng dxa': 60, 'hdé nudi ca': -20} chua
b = 80: {'hdé trdng dua': 40, 'hd nudi cad': 0} cadi thién Pareto
b = 100: {'hé trdng dua': 20, 'hdé nudi ca': 20} cai thién Pareto
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Loi ich rong 40 duong nén du an dat tiéu chuan Kaldor — Hicks, nhung chua phai cai
thién Pareto vi hd nudi ca mat 80. Bdi thuong b tr 80 trd 1€n bu du thiét hai, con ho tréng
dira van con loi néu b nho hon 120: véi b tir 80 dén 120 ca hai nhom khong thiét. Tiéu
chuan Kaldor — Hicks chi doi hoi bdi thudng co thé thuc hién; cai thién Pareto doi hoi boi
thuong dugc thuc hién.

A net gain of 40 is positive, so the project passes the Kaldor—Hicks criterion, but it is not yet a
Pareto improvement because the fish-farming households lose 80. A compensation b of 80 or
more covers the loss, and the coconut-growing households still gain while b is less than 120: for
b from 80 to 120 neither group loses. The Kaldor—Hicks criterion requires only that
compensation could be paid,; a Pareto improvement requires that it is paid.

PHAI THUQC / MEMORISE — Phén b6 hiéu qué Pareto khi khong thé kha hon cho mot
nguoi ma khong lam nguoi khac kém di. Cai thién Pareto 1a mot bude di, hi¢u qua Pareto 1a
diém dung cua chudi cac bude do.

An allocation is Pareto efficient when no one can be made better off without making someone else
worse off. A Pareto improvement is a step, Pareto efficiency is the stopping point of a sequence of
such steps.

LOI HAY GAP / COMMON MISTAKE — Coi phuong 4n hiéu qua Pareto 1a phuong an
cong bang, hodc cho rang moi phuong an c6 tong thoa dung 16n hon déu 14 cai thién Pareto.
Cai thién Pareto doi hoi khong ai bi thiét; tong ting nhung c6 nguoi giam 1a tiéu chuan
Kaldor — Hicks, khong phai tiéu chuén Pareto.

Treating a Pareto efficient option as a fair one, or believing that any option with a larger total utility
is a Pareto improvement. A Pareto improvement requires that nobody loses; a larger total with some
person worse off falls under the Kaldor—Hicks criterion, not the Pareto criterion.

2.2. Hop Edgeworth va hi€u qua trong trao d0i — 2.2. The Edgeworth box and

efficiency in exchange

Hop Edgeworth ding mét hinh chir nhat dé biéu dién moi cach chia hai loai hang gitra
hai nguoi. Chiéu rong bﬁng téng sb gao cua hai hg, chiéu cao béng téng sb c4. Goc toa do
ctia ho A & goc dudi trai, gbc ctia hg B & goc trén phai; mdi diém trong hop 1a mot cach
chia, ho B giit phan con lai. Vi tong 10 kg gao va 10 kg c4, ho A xuat phat 6 E (8; 2) va
ho B ¢ (2; 8).

The Edgeworth box uses a rectangle to show every way of dividing two goods between two
people. The width equals the total rice of the two households and the height equals the total fish.
Household A's origin is the bottom-left corner and household B's origin is the top-right corner;

each point in the box is a division, with B holding the remainder. With 10 kg of rice and 10 kg of
fish in total, household A starts at E (8; 2) and household B at (2; 8).

Ty 1¢ thay thé bién (marginal rate of substitution, MRS) do s6 lugng hang y mot ho san
sang d6i 1dy mot don vi hang x ma théa dung khong doi. Véi U = xy, MRS bang y chia x.
Ho A c6 MRS =2/8 =0,25, hg B ¢c6 MRS = 8/2 =4: h§ A coi 1 kg gao chi dang 0,25 kg
c4, ho B coi 1 kg gao dang 4 kg ca. HO A ban gao cho ho B véi gia nam giira hai muc nay
thi ca hai cung c0 loi.
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The marginal rate of substitution (MRS) measures how much of good y a household will give up
for one more unit of good x with utility unchanged. With U = xy, the MRS equals y divided by x.
Household A has MRS = 2/8 = 0.25 and household B has MRS = 8/2 = 4: A values 1 kg of rice
at only 0.25 kg of fish while B values it at 4 kg of fish. If A sells rice to B at a price between these
two values, both gain.

MRSxy = _dY/dX IU khong d6i = MUx/ MUy (2.1)
MRSAxy = MRSBxy (22)

Cong thirc (2.2) 1a diéu kién hiéu qua trong trao doi: tai diém hiéu qua, dudng bang quan
ctia hai ho tiép xtc nhau. Tap hop cac diém tiép xuc 1a duong hop dong (contract curve).
Khi hai ho c6 cung ham U = xy va tong gao bang tong cé4, diéu kién y/x bang nhau cho
duong hop dong 1a dudng chéo y = x.

Formula (2.2) is the condition for efficiency in exchange: at an efficient point the indifference
curves of the two households are tangent. The set of tangency points is the contract curve. When

both households have U = xy and total rice equals total fish, equal ratios y/x give the contract
curve as the diagonal y = x.

Gao cua ho B (kg)
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Hinh 2.1. Hop Edgeworth 10 x 10: thau kinh hai dudng bang quan qua E 14 ving hai ho cing c6
loi; dudng chéo 1a dudng hop dong
Figure 2.1. The 10 x 10 Edgeworth box. the lens between the two indifference curves through E is the
region where both households gain; the diagonal is the contract curve

Poan mi sau tinh MRS va thoéa dung tai E, rdi thir cac diém trén dudng hop dong.
The following code computes the MRS and utility at E and then tests points on the contract
curve.
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X, Y = 10, 10 # tdng gao, tdng ca (kg)
A0 = (8, 2) # diém xuidt phat cua hd A
BO = (X - AO[O], Y - AO[1]) # hé B nhan phadn con lai
u = lambda x, y: x * y # cad hai hdé cung ham thoéa dung U = xy
def vn (x):

return f"{x:g}".replace(".", ",")
print ("MRS = y/x: A =", vn(AO[1l] / A0[O0]), "| B =", vn(BO[1] / BO[O]))
print ("Théa dung xudt phat: A =", u(*A0), "| B =", u(*B0))
# MRS hai hd bing nhau khi y/x bing nhau, téc hd A & (x, x)
for x in range (3, 8):

ua, ub = u(x, x), u(X - x, ¥ - x)

ok = ua >= u(*A0) and ub >= u(*B0)

print (f"A=({x};{x}) B=({X-x};{Y-x}) UA={ua} UB={ub}",

"cdi thién Pareto" if ok else "khoéng")

Két qua chay / Output

MRS = y/x: A = 0,25 | B =4
Théa dung xudt phat: A = 16 | B = 16

A=(3;3) B=(7;7) UA=9 UB=49 khdéng
A=(4;4) B=(6;6) UA=16 UB=36 cai thién Pareto
A=(5;5) B=(5;5) UA=25 UB=25 cai thién Pareto
A=(6;6) B=(4;4) UA=36 UB=16 cai thién Pareto
A=(7;7) B=(3;3) UA=49 UB=9 khdéng

Chi cac diém tir (4; 4) dén (6; 6) trén duong hop dong 1a cai thién Pareto so v6i E vi thoa
dung cta ca hai ho déu khong thap hon 16. Piém (3; 3) hiéu qua nhung ho A giam tir 16
xudng 9; diém (7; 7) hiéu qua nhung ho B giam xudng 9. Cac diém nay tao thanh dudng
kha ning thoa dung (utility possibility frontier): véi x 1a s6 kg gao ctia hd A trén dudng
hop ddng, UA = x2 va UB = (10 — x)2. Muc 2.5 v& duong nay.

Only the points from (4, 4) to (6, 6) on the contract curve are Pareto improvements over E,
because the utility of both households is at least 16. Point (3, 3) is efficient but household A falls
from 16 to 9; point (7; 7) is efficient but household B falls to 9. These points form the utility

possibility frontier: with x the kilograms of rice held by A on the contract curve, UA = x? and UB
= (10 — x)2 Section 2.5 draws a frontier of this kind.

Bai miu 1. Trao d6i hai ho trong hop Edgeworth — Worked example 1. Trade between
two households in the Edgeworth box

Pé bai: ho A va ho B c6 U = xy, tong 10 kg gao va 10 kg ca, ho A xuat phat ¢ (8; 2). Tim
ty 1& gia gao trén c4 tai diém hiéu qua gitra (5; 5) va s6 kg ho A ban di.

Problem: households A and B have U = xy, with 10 kg of rice and 10 kg of fish in total, and A

starts at (8; 2). Find the price ratio of rice to fish at the efficient point (5, 5) and the kilograms A
sells.

Bude Phép tinh

Step Calculation

1 MRS tai E: A=2/8 ; B=28/2 0,25va 4

2 Hai MRS khac nhau nén c6 thé trao d6i Ho A ban gao, mua ca
3 Tai (5; 5): MRS ctia A =5/5 = MRS cta B =5/5 1

4 Gi4 twong ddi gao/ca bang MRS tai diém cén bang 1 kg gao ddi 1 kg ca
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Bude Phép tinh Két qua
Step Calculation Result

5 HO Aban 8 —5gaovamuasS—2ca 3 kg gao, 3 kg ca

6 Thoa dung sau trao d6i: UA=5%5; UB=5%5 25 va 25, cung tang tur 16

LOI HAY GAP / COMMON MISTAKE — Liy m6t diém bat ky nam trong thau kinh rdi
cho 14 hiéu qua. Piém trong thau kinh 13 cai thién Pareto so v6i E, nhung chi diém trén dudng
hop dong mai hét kha nang trao d6i thém.

Taking any point inside the lens and calling it efficient. A point inside the lens is a Pareto
improvement over E, but only a point on the contract curve leaves no further gains from trade.

2.3. Hi€u qua trong sian xuit va hiéu qua hén hop — 2.3. Efficiency in production

and product-mix efficiency

Nén kinh té hi¢u qua can ba diéu kién cung lac. Thir nhat, hiéu qua trong trao doi: hang
hoa duoc chia sao cho moi nguoi ti€u dung c6 cung MRS. Thir hai, hi€u qua trong san
xuat: ddu vao dugc chia giita cdc nganh sao cho khong thé ting san luong ciia nganh nay
ma khong gidm sin luong cua nganh kia. Thir ba, hiéu qua hén hop (product-mix
efficiency): co cdu san pham khép véi so thich ctia nguoi tiéu ding.

An efficient economy needs three conditions at once. First, efficiency in exchange: goods are
divided so that every consumer has the same MRS. Second, efficiency in production: inputs are

divided between industries so that output of one cannot rise without output of the other falling.
Third, product-mix efficiency: the mix of products matches consumers' preferences.

MRTS*Lk = MRTSYLk (2.3)
MRTxy = MCx/ MCy (24)
MRSXy = MRTxy (25)

Trong cong thuc (2.3), MRTS 1a ty 1¢ thay thé k¥ thuat bién giita lao dong L va vén K &
hai nganh X va Y. MRT 12 ty 1& chuyén d6i bién (marginal rate of transformation): sé kg
c4 phai bo dé 1am thém 1 kg gao, bang do doc cua dudng gidi han kha ning san xuat va
bang ty sb chi phi bién MCx trén MCy theo cong thirc (2.4). Cong thirc (2.5) néi rang gia
tri ma nguoi tiéu ding dat cho 1 kg gao tinh bang c4 phai bang chi phi x4 hdi cia né.

In formula (2.3), MRTS is the marginal rate of technical substitution between labour L and
capital K in industries X and Y. MRT is the marginal rate of transformation: the kilograms of
fish given up to make one more kilogram of rice, equal to the slope of the production possibility

frontier and to the ratio of marginal costs MCx to MCy in formula (2.4). Formula (2.5) says that
the value consumers place on 1 kg of rice, measured in fish, must equal its social cost.

Dir kién dé bai: xa ¢6 100 don vi lao dong va 100 don vi von dé chia cho hai nganh. Gao
c6 ham san xuét x = V(LK), nén MRTS = K/L; c4 c6 y = L{0,25} * K*{0,75}, nén
MRTS = K/(3L). Piéu kién (2.3) cho Kx/Lx = Ky/(3Ly). Poan ma tinh cic diém hiéu
qua va so véi cach chia doi mdi ngudn lyc.
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Problem data: the commune has 100 units of labour and 100 units of capital to divide between
two industries. Rice has the production function x = (LK), so MRTS = K/L: fish has y =
LN0.25}) * KN0.75), so MRTS = K/(3L). Condition (2.3) gives Kx/Lx = Ky/(3Ly). The code
computes the efficient points and compares them with an even split of each resource.

import math

L =K = 100 # tdng lao ddéng va vbn cua xa
gao = lambda 1, k: math.sgrt(l * k) # MRTS = K/L
ca = lambda 1, k: 1 ** 0.25 * k ** 0.75 # MRTS = K/ (3L)

def vn(v, n=2):
return f"{v:.{n}f}".replace(".”", ", ")

def hieu qua(1x):
"""pidm cé6 MRTS hai nganh bing nhau: Kx/Lx = Ky/(3 Ly)."""
kx = 100 * 1x / (300 - 2 * 1x)
return kx, L - 1x, K - kx

print ("Chia d&6i mdéi ngudn luc:", vn(gao (50, 50)), "gao,",
vn (ca (50, 50)), "ca")
print (" Lx Kx gao ca")
for 1x in (30, 50, 70):
kx, ly, ky = hieu qua (1x)
print (f"{1x:>4}{vn(kx, 1):>6}{vn(gao(lx, kx)):>8}{vn(ca(ly, ky)):>7}")

lo, hi = 50, 100 # tim diém hiéu qua vadn cho 50 gao
for in range (60) :

mid = (lo + hi) / 2

lo, hi = (mid, hi) if gao(mid, hieu qua (mid) [0]) < 50 else (lo, mid)
kx, ly, ky = hieu qua(lo)
print ("Hiéu qua, van 50 gao: Lx =", vn(lo), "; c& =", vn(ca(ly, ky)))

Két qua chay / Output

Chia d@6i mdéi ngudn luc: 50,00 gao, 50,00 ca
Lx Kx gao ca
30 12,5 19,36 82,75
50 25,0 35,36 67,77
70 43,8 55,34 48,07
Hiéu qua, van 50 gao: Lx = 65,14 ; cid = 53,44

Chia d6i cho 50 gao va 50 c4, nhung & 6 MRTS cua gao bang 1 con MRTS cia c4 bang
1/3, nén diéu kién (2.3) bi vi pham: lao dong tao ra twong ddi nhiéu san phdm hon &
nganh gao, vén & nganh ca. Chuyén lao dong sang gao va von sang ca dén khi hai MRTS
béng nhau cho cung 50 gao ma dugc 53,44 c4, hon 50 ca cua céach chia d6i. Chia doi vi
thé khong hiéu qua trong san xuét.

The even split gives 50 rice and 50 fish, but there the MRTS of rice is 1 and that of fish is 1/3, so
condition (2.3) fails: labour is relatively more productive in rice and capital in fish. Moving
labour to rice and capital to fish until the two MRTS are equal yields the same 50 rice and 53.44
fish, more than the 50 fish of the even split. The even split is therefore inefficient in production.
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Piéu kién Cong thirc Néu bi vi pham
Condition Formula If violated
Trao dbi , , Hai ho con d6i hang cho nhau c6 loi
MRS cta A = MRS cua B j g o o
Exchange The two households can still gain by trading
: . Chuyén dau vao giita hai nganh ting dugc san
San xuét MRTS nganh X = MRTS Y & & g duc
. \ luong
Production nganh Y o : . .
Moving inputs between industries raises output
Hén h San xuét sai ty 18 gao va c4 so v6i nhu cau
op MRS = MRT Rice and fish are produced in the wrong proportion

duct mi. [
Product mix for demand

Vi du s6: duong giéi han kha nang san xuat cta xa 1a x2 + y2 = 50 va xa ua thich theo U =
xy. Poan ma tinh MRT va MRS tai bén mtc san lugng gao va tim diém c6 thoa dung 16n
nhat.

A numerical example: the commune's production possibility frontier is x* + y> = 50 and its
preferences follow U = xy. The code computes MRT and MRS at four rice outputs and finds the
point with the largest utility.

import math )

# Duong gidi han khd ndng san xuat: x"2 + y*2 = 50 (x gao, y ca)

# Ua thich cua xd: U = x*y, nén MRS = y/x ; MRT = x/y
def vn (v, k=3):

return f"{v:.{k}f}".replace(".”, ", ")
print ("  x y MRT MRS u")
luoi = [1i / 100 for i in range(1l, 708)]

for x in (2, 4, 5, 6):
y = math.sgrt (50 - x * x)
print (£"{x:>4}{vn(y) :>7}{vn(x / y):>7}{vn(y / x):>7}{vn(x * y, 2):>7}")
tot = max(luoi, key=lambda x: x * math.sqrt (50 - x * x))
y = math.sqgrt (50 - tot ** 2)
print ("U 1én nhit tai x =", vn(tot, 2), "y =", vn(y, 2),
"MRT =", vn(tot / vy, 2), "MRS =", vn(y / tot, 2))

Két qua chay / Output

y  MRT MRS U
6,782 0,295 3,391 13,56

5,831 0,686 1,458 23,32

5,000 1,000 1,000 25,00

3,742 1,604 0,624 22,45

U 16n nhit tai x = 5,00 y = 5,00 MRT = 1,00 MRS = 1,00

O x =2, MRS (3,391) 16n hon MRT (0,295): nguoi dan coi 1 kg gao dang 3,391 kg ca,
trong khi xa chi mat 0,295 kg ca dé 1am thém 1 kg gao, nén ting san luong gao. O x =6
thi nguoc lai, MRS (0,624) nhé hon MRT (1,604) va nén giam gao. Thoa dung dat 16n
nhat, bang 25, tai x =y = 5, noi MRS = MRT = 1.

At x = 2, the MRS (3.391) exceeds the MRT (0.295): people value 1 kg of rice at 3.391 kg of fish
while the commune gives up only 0.295 kg of fish to make one more kilogram of rice, so rice
output should rise. At x = 6 the reverse holds, with MRS (0.624) less than MRT (1.604), and rice
output should fall. Utility is largest, at 25, where x =y = 5 and MRS = MRT = 1.

o U1 N X
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Bai miu 6. Hiéu qua trong san Xuit — Worked example 6. Efficiency in production

Bude Phép tinh Két qua
Step Calculation Result

1 Chia d6i: Lx = Kx = 50, Ly = Ky = 50 x=50;y=>50
2 MRTS tai diém d6: gao K/L ; ca K/(3L) 1val/3
3 Hai MRTS khac nhau nén diéu kién (2.3) bi vi pham Chua hiéu qua

Piéu kién Kx/Lx = Ky/(3Ly) véi tong 100 cho Kx = 100

Duone hié \
* Lx/(300 — 2 * Lx) uong hicu qua

5 Gitlr x = 50 thi Lx = 65,14, Kx = 38,4 ; ca dat 53,44

LOI HAY GAP / COMMON MISTAKE — Liy MRS cua ngudi tiéu ding bang gia tuong
d6i ma bo qua MRT. Piéu kién hdn hgp 1a MRS bang MRT; trong thi truong canh tranh ca
hai cting bang ty s6 gi, nhung khi gia 1éch chi phi bién (d6¢ quyén, ngoai tac) thi hai ty 1¢
nay tach nhau.

Equating the consumer's MRS with the relative price and ignoring the MRT. The mix condition is MRS
equal to MRT; in a competitive market both equal the price ratio, but when price departs from
marginal cost (monopoly, externalities) the two rates come apart.

2.4. Hai dinh ly cta kinh té hoc phic lgi — 2.4. The two theorems of welfare

economics

Dinh 1y phiic loi thir nhat: néu moi thi trudng 1a canh tranh va day dii, moi ngudi 1a nguoi
chap nhén gia va c6 thong tin day du, khong c6 ngoai tac va khong c6 hang hoa cong, thi
can bang canh tranh 12 hiéu qua Pareto. Py 13 cach phat biéu chit ché cua y tuong ban
tay vO hinh.

First welfare theorem: if all markets are competitive and complete, everyone is a price taker

with full information, and there are no externalities or public goods, then the competitive
equilibrium is Pareto efficient. This is the rigorous form of the invisible hand idea.

Minh hoa bang hop Edgeworth & muc 2.2: dit gia ca bang 1 va goi p 1a gia gao. Vi U =
xy mdi ho chi mot nira thu nhap cho gao, nén cau gao 1a (p * x0 + y0) / (2p). Gia cén
bang 1a gia 1am tong cau gao cua hai ho bang tong cung 10 kg. Poan mi quét nim mirc
gia.

To illustrate with the Edgeworth box of section 2.2: set the price of fish at 1 and let p be the
price of rice. With U = xy each household spends half its income on rice, so the demand for rice
is (p *x0 + y0) / (2p). The equilibrium price is the one at which the two households' demand for
rice equals the supply of 10 kg. The code scans five prices.

# HG A cb6 (8; 2), ho B cd (2; 8); U = xy; gid ca = 1, giad gao = p
dat = {"A": (8, 2), "B": (2, 8)}

def cau gao(p, t):
"""Chi mét nwa thu nhdp cho gao: x = (p*x0 + y0) / (2p)."""
x0, y0 = dat[t]
return (p * x0 + y0) / (2 * p)
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def vn(v) :
return f"{v:.3f}".replace(".", ", ")
print (" p Cadu gao A Cau gao B Cau - cung")

for p in (0.5, 0.8, 1.0, 1.25, 2.0):

a, b = cau gao(p, "A"), cau gao(p, "B")

print (f"{p:>5}{vn(a) :>12}{vn(b):>12}{vn(a + b - 10) :>12}")
Két qua chay / Output

p Cdu gao A Ciau gao B Cau - cung

0.5 6,000 9,000 5,000
0.8 5,250 6,000 1,250
1.0 5,000 5,000 0,000
1.25 4,800 4,200 -1,000
2.0 4,500 3,000 =2, 500

O p = 0,5 cau gao vuot cung 5 kg nén gia gao phai ting; ¢ p = 2 cung vuot cau 2,5 kg nén
gia phai giam; & p = 1 thi truong thong sudt va mdi ho ¢o (5; 5), chinh 1a diém C trén
duong hop dong cua Hinh 2.1. Thi truong canh tranh ty tim ra mot diém hiéu qua Pareto
ma khong ai diéu phdi, dung nhu dinh 1y thir nhat.

At p = 0.5 the demand for rice exceeds supply by 5 kg so the price of rice must rise; at p = 2
supply exceeds demand by 2.5 kg so the price must fall; at p = 1 the market clears and each

household holds (5; 5), which is point C on the contract curve of Figure 2.1. The competitive
market finds a Pareto efficient point without anyone coordinating it, as the first theorem states.

LOI HAY GAP / COMMON MISTAKE — Cho rang gi4 cin bang 13 gid ma moi nguoi
déu hai 10ng vai s lugng minh cé. Gia can bang chi 1am tong cau bang tong cung; mdi hd
van c¢6 thé mudn nhiéu hon muc ngan sach cho phép.

Assuming that the equilibrium price is one at which everyone is content with the quantity they hold.
The equilibrium price only makes total demand equal total supply, each household may still want
more than its budget allows.

Dinh 1y phuc loi thir hai: véi s¢ thich 16i va cac diéu kién canh tranh trén, moi phan bd
hi€u qua Pareto déu dat dugc nhu mot can béng canh tranh, mién 14 tai san ban dau duogc
phan phdi lai bang chuyén giao gop (lump-sum transfer), tirc khoan chuyén khong phu
thudc vao hanh vi ciia ngudi ndp hay ngudi nhan. Hiéu qua va phan phdi vi thé tach dugc
vé mit 1y thuyét: thi truong lo hiéu qua, chuyén giao gop lo cong bang.

Second welfare theorem: with convex preferences and the competitive conditions above, every
Pareto efficient allocation can be reached as a competitive equilibrium, provided initial
endowments are redistributed by lump-sum transfers, that is, transfers that do not depend on the
behaviour of the payer or recipient. In theory efficiency and distribution can therefore be
separated: markets handle efficiency and lump-sum transfers handle fairness.

Poan mai sau dung lai hai ho & muc 2.2 vdi gia gao va ca cung bang 1. Véi U = xy mdi
ho chi mot nira thu nhap cho mdi loai hang. Mudn dat phan bo hiéu qua (4; 4) va (6; 6),
chuyén 2 kg gao tir ho A sang ho B trude khi thi truong mé.

The following code reuses the two households of section 2.2 with the prices of rice and fish both
equal to 1. With U = xy each household spends half its income on each good. To reach the

Tai li€u nay dugc bién soan boi doi ngii cuia website: https://globalmarket.vin
Trang 48



Dé cuong Tai chinh cong / Public Finance

efficient allocation (4, 4) and (6, 6), 2 kg of rice is moved from household A to household B
before the market opens.

P = {"gao": 1, "ca": 1} # gia tuong dbi

def cau(thu nhap) :
""UHam U = xy: chi mét ntta thu nhdp cho mdi hang."""
return thu nhap / 2 / P["gao"], thu nhap / 2 / P["ca"]

def tinh(ten, dat):
w = P["gao"] * dat[0] + P["ca&"] * dat[1]
X, y = cau(w)
print (f"{ten}: tai san {dat}, thu nhédp {w}, mua ({x:9}; {y:g})")
return x, y

print ("Trudc chuyén giao"™)

tinh ("A", (8, 2)); tinh("B", (2, 8))
print ("Sau khi A chuyén 2 kg gao cho B (chuyén giao gép)")
a = tinh("A", (6, 2)); b = tinh("B", (4, 8))

print (£"Téng cdu: {a[0] + b[0]:g} gao, {a[l] + b[l]:g} ca")
print (£"Thoéa dung: A = {a[0] * a[ll:g} | B = {b[0] * b[1]l:g}™)

Két qua chay / Output

Trudc chuyén giao

A: tai san (8, 2), thu nhdp 10, mua (5; 5)

B: tai san (2, 8), thu nhép 10, mua (5; 5)

Sau khi A chuyén 2 kg gao cho B (chuyén giao gop)
A: tai san (6, 2), thu nhdp 8, mua (4; 4)

B: tai san (4, 8), thu nhép 12, mua (6; 6)

Téng cdu: 10 gao, 10 ca

Théa dung: A = 16 | B = 36

Trudc chuyén giao, thi truong ¢ gia 1 : 1 cho mdi ho (5; 5). Sau khi ho A chuyén 2 kg
gao, thu nhap ctia ho A 13 8 va ctia ho B 1a 12, nén hai ho mua (4; 4) va (6; 6). Téong cau
bang dung tong cung (10 kg gao va 10 kg c4) nén thi truong & gia nay thong subt, va
phan b thu dugc nam trén dudng hop dong.

Before the transfer the market at a price of 1 : 1 gives each household (5, 5). After A hands over
2 kg of rice, A's income is 8 and B's is 12, so the households buy (4, 4) and (6, 6). Total demand

equals total supply (10 kg of rice and 10 kg of fish), so the market clears at this price and the
resulting allocation lies on the contract curve.

Noi dung Pinh 1y thir nhit Pinh ly thir hai

Point First theorem Second theorem

Can béng canh tranh la hiéu qua Moi phan bd hiéu qua dat dugc qua

Kh’fmg dinh Pareto canh tranh
Claim A competitive equilibrium is Pareto Any efficient allocation can be reached
efficient through competition
s g Thém s¢ thich 16i va chuyén giao go
biéu kién Khong c6 that bai thi truong yen glao gop
.. . Plus convex preferences and lump-sum
Conditions No market failure '

transfers

Néi gi v& cong Cong bang giai quyet bang phan phoi

bin Khéng noi gi lai tai san ban dau
g ) Silent Fairness is handled by redistributing initial
On fairness
' endowments
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Noi dung Pinh 1y thir nhit Pinh ly thir hai
Point First theorem Second theorem

Chuyén giao gop can biét nang lyc timg
nguoi; thué thuc té gdy méo mo
Lump-sum transfers need knowledge of

Thét bai thi truong 1am dinh 1y
khong con ding

Market failures break the theorem

Han ché thuc té
Practical limit
each person's ability, real taxes distort

LOI HAY GAP / COMMON MISTAKE — Cho rang dinh 1y phuc loi thir nhit bao dam thi
truong cho két qua cong bang. Dinh 1y chi néi vé hiéu qua Pareto; mot can bang canh tranh ¢6
thé bat binh dang 16n néu tai san ban dau bat binh dang.

Believing that the first welfare theorem guarantees a fair market outcome. The theorem speaks only of
Pareto efficiency; a competitive equilibrium can be highly unequal if initial endowments are unequal.

2.5. Hi¢u qua, cong bﬁng va ham phuc loi xa hoi — 2.5. Efficiency, equity and the

social welfare function

Nhiéu phan bo cung hiéu qua Pareto, ma mdi phan bd cho ho A va ho B mét cap thoa
dung khac nhau. Puong kha ning théa dung ndi cac cip d6. Chon mét diém trén duong
nay can phan xét gia tri, va phan xét d6 duoc viét thanh ham phic loi xd hoi (social
welfare function), kiéu Bergson — Samuelson: W = W(UA, UB).

Many allocations are Pareto efficient, and each gives households A and B a different pair of
utilities. The utility possibility frontier joins those pairs. Choosing a point on it requires a value
Jjudgement, and that judgement is written as a social welfare function of the Bergson—Samuelson
kind: W = W(UA, UB).

W = UA + UB (2.6)
W = min(UA, UB) 2.7)

Cong thtrc (2.6) 1a ham vi loi (utilitarian) ciia Bentham: cong théa dung, mdi don vi cua
ai cling nang nhu nhau. Cong thirc (2.7) 14 tiéu chuan Rawls: phuc loi xa hoi bang thoa
dung ciia ngudi thap nhat, nén muc tiéu 1a nang nguoi thiét thoi nhat. Hai tiéu chuan nay
1a hai dau ciia mot dai cac ham phuc loi; duong dong phic loi vi loi 1a dudng thang dbc
—1, duong ddng phuc loi Rawls ¢6 hinh chir L.

Formula (2.6) is the utilitarian function of Bentham: utilities are added and a unit for anyone
weighs the same. Formula (2.7) is the Rawls criterion: social welfare equals the utility of the
worst-off person, so the aim is to raise the person most disadvantaged. These two criteria are the
ends of a range of welfare functions, the utilitarian iso-welfare line has a slope of —1 and the
Rawlsian iso-welfare curve is L-shaped.

Vi du: quy thu nhap 100 triéu dong chia cho ho A va ho B. Ho A dbi thu nhép a thanh
thoa dung 2 can bac hai cia a (hi€u qua hon), hd B ddi thu nhép b thanh can bac hai cia
b. Poan mi tim cach chia theo ting tiéu chuin bang cach duyét moi gi tri nguyén cia a.

Example: an income fund of VND 100 million is shared between households A and B. Household
A converts income a into utility of twice the square root of a (more efficiently) and household B
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converts income b into the square root of b. The code finds the division under each criterion by
trying every integer value of a.

T = 100 # quy thu nhdp (triéu ddng)
ua = lambda a: 2 * a ** 0.5 # hé A: thdéa dung 2 can(a)
ub = lambda b: b ** 0.5

def vn (v, k=2):
return f"{v:.{k}f}".replace(".", ",")

ds = [(a, ua(a), ub(T - a)) for a in range(T + 1)]
vi loi = max(ds, key=lambda r: r[l] + r[2])
rawls = max(ds, key=lambda r: min(r[1l], r[2]))
print ("Phuong &n a b UA UB Téng Min")
for ten, r in (("Chia dé&u", ds[50]), ("Vi loi", vi loi), ("Rawls", rawls)):
a, X, y=r
print (f"{ten:<12}{a:>5}{T - a:>5}{vn(x) :>7}{vn(y) :>7}"
f"{vn(x + y):>8}{vn(min(x, y)):>7}")

Két qua chay / Output

Phuong &n a b UA UB Téng Min
Chia déu 50 50 14,14 7,07 21,21 7,07
Vi loi 80 20 17,89 4,47 22,36 4,47
Rawls 20 80 8,94 8,94 17,89 8,94

Tiéu chuan vi loi don 80 triéu dong cho ho A, noi mdi déng sinh nhiéu théa dung hon, va
dat téng 22,36 nhung ho B chi dugc 4,47. Tiéu chuan Rawls cho ho B 80 triéu déng dé
hai ho cung & murc 8,94, tong chi 17,89. Chia déu 50 : 50 nam giira hai két qua. Hinh 2.2
dat ba phuong an trén duong kha nang thoa dung.

The utilitarian criterion sends VND 80 million to household A, where each dong yields more
utility, and reaches a total of 22.36 but household B gets only 4.47. The Rawls criterion gives
household B VND 80 million so that both sit at 8.94, with a total of only 17.89. An equal 50 : 50
split lies between the two results. Figure 2.2 places the three options on the utility possibility
frontier.

Bai miu 5. Chon diém trén dwong kha ning théa dung — Worked example 5. Choosing
a point on the utility possibility frontier

Bude Phép tinh Két qua
Step Calculation Result

Vi loi: thoa dung bién 1/\a ciia hd A bang 1/(2Vb) ciia ho Jaz 24

! B

2 Binh phuong: a=4bvaa+b=100 a=80;b=20

3 UA =2+ 80 ; UB =120 ; tng 17,89 ; 4,47 ; 22,36
4 Rawls: UA = UB, tirc 2Va=Vbnénb=4avia+b=100 a=20;b=80

5 UA =2 %20 ; UB =80 8,94 va 8,94

Tai liéu nay dugc bién soan boi ddi ngii ctia website: https://globalmarket.vin
Trang 51



Dé cuong Tai chinh cong / Public Finance

Rawls (8,94; 8,94) RN
N UA +UB =22,36

duong kha
N nang thoa dung

N Chia déu (14,14; 7,07)
N

N

Vi loi (17,89; 4,47)

Hinh 2.2. Puong kha ning thoa dung cta hai ho: phwong an vi loi tiép xuc duong UA + UB =
22,36, phuong an Rawls nam trén duong UA = UB
Figure 2.2. The utility possibility frontier of the two households: the utilitarian option touches the line
UA + UB = 22.36 and the Rawls option lies on the line UA = UB

Tiéu chuén Ham W Chon gi H¢ qua

Criterion Function W Choice Consequence

Téng 16n nhét, chénh léch

Vilai UA +UB a=80,b=20 16n
Utilitarian )
Largest total, wide gap
Hai ho ngang nhau, tong
Rawls min(UA, UB) a=20,b =80 1) i
Equal households, smaller
total
Chia déu Khong toi dahéa Wnao o < Ho A 14,14 ;ho B 7,07
Equal split Maximises neither W ’ Al14.14; B 7.07

PHAI THUQC / MEMORISE — Hiéu qua cho biét c6 dang nam trén duong kha ning thoa
dung hay khong; cong bang cho biét ndm & diém nao trén dudng d6. Chon diém 1a mot phan
xét gia tri.

Efficiency tells whether the economy is on the utility possibility frontier, equity tells which point on it.
Choosing the point is a value judgement.

LOI HAY GAP / COMMON MISTAKE — Cong thoa dung cua hai ngudi 1di coi con sb 13
su that khach quan. Phép cong gia dinh thoa dung do dugce va so sanh dugc gitra nguoi voi
ngudi; day 1a gia dinh cuia ham vi loi, khong phai cua 1y thuyét Pareto.

Adding two people's utilities and treating the sum as an objective fact. Addition assumes that utility is
measurable and comparable across persons, that is an assumption of the utilitarian function, not of
Pareto theory.
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2.6. Thing du tiéu dung, thing dw sin xuat va tong thing dw — 2.6. Consumer

surplus, producer surplus and total surplus

Thang du tiéu dung (consumer surplus, CS) 12 phan chénh giita mutc gia ngudi mua san
1ong tra va gia thyc tra, tinh cho moi don vi mua; trén db thi 1a dién tich duéi dudng cau
va trén muc gia. Thiang du san xuét (producer surplus, PS) 14 phan chénh giita gia ban va
chi phi bién ctia ngudi ban, 1 dién tich trén dudng cung va dudi mirc gia. Tong thing du
la CS cong PS.

Consumer surplus (CS) is the gap between the price buyers are willing to pay and the price they
actually pay, summed over all units bought; on a graph it is the area under the demand curve
and above the price. Producer surplus (PS) is the gap between the selling price and the sellers’
marginal cost, the area above the supply curve and under the price. Total surplus is CS plus PS.

CS = [0 [P4(Q) — Px] dQ (2.8)

PS = [0 [Px — Ps(Q)] dQ (2.9)
Véi ciu va cung tuyén tinh, hai tich phan thanh dién tich tam giac: CS = ' * (gia chin
trén cia cau — Px) * Q* va PS = % * (P* — gia chin dudi cua cung) * Q*. Canh tranh
hoan hao cho Qx tai giao diém cung va cau, noi loi ich bién bang chi phi bién, nén tong
thang du 16n nhat: moi don vi ¢6 lgi ich bién 16n hon chi phi bién déu dugc san xuét, va
khong c6 don vi nao nguoc lai.
With linear demand and supply the two integrals become triangular areas: CS = %> * (demand
intercept — P*) » O and PS = 7> * (P* — supply intercept) » Q* Perfect competition gives Q*
where supply meets demand, where marginal benefit equals marginal cost, so total surplus is

largest: every unit whose marginal benefit exceeds its marginal cost is produced and no unit of
the opposite kind is.

Dit kién dé bai: thi truong mot loai ndng san cua xa cod cu P =80 — 2Q vacung P=20+
Q, v6i Q tinh bang tan va P bang nghin déng mot kg, nén P * Q c6 don vi triéu dong.
Poan ma tinh can bang, cac thang du va dit gia tran 30 nghin dong mot kg.

Problem data: the market for a farm product of the commune has demand P = 80 — 2Q and
supply P = 20 + Q, with Q in tonnes and P in thousand dong per kg, so P * Q is in million dong.
The code computes the equilibrium and surpluses and then imposes a price ceiling of 30
thousand dong per kg.

a, b, ¢, d =80, 2, 20, 1 # cAu P = 80 - 20 ; cung P = 20 + Q
g=(a-c) / (b+d)
p=a-b*gqg

cs, ps = (@ -p) *a/ 2, (p-c) *qg/2
print (£"Cén bang: Q = {g:g}, P = {p:g}")
print (f"CS = {cs:g}, PS = {ps:qg}, tdéng = {cs + ps:g}")

tran = 30 # gid tran

gs = (tran - ¢c) / d # luong cung & gid tran

pm = a - b * gs # gid ngudi mua s3n 1léng tra cho gs
cs2 = (a - pm) * gs / 2 + (pm - tran) * gs

ps2 = (tran - c) * gs / 2

print (£"Giad tran {tran}: Q = {gs:g}, giad s3n 1long tra = {pm:g}")
print (£"CS = {cs2:g}, PS = {ps2:g}, tdng = {cs2 + ps2:g}")
print (£"Tén thit vé ich = {cs + ps - cs2 - ps2:g}")
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Két qua chay / Output

Can bing: Q = 20, P = 40

CS = 400, PS = 200, téng = 600

Gid trdn 30: Q = 10, gid s8n 1long tra = 60
CS = 400, PS = 50, téng = 450

Tén thit vé ich = 150

P (nghin ddng/kg)

80 1

ton that vo ich 150

Cung
60

E (20; 40)
40 ST
30 dmm e C___gamn30__

20 1

Ciu

1I0 Zb Q (thn)

Hinh 2.3. Thing du & cin bang (CS = 400, PS = 200) va t6n that v6 ich 150 khi 4p gia tran 30
Figure 2.3. Surpluses at equilibrium (CS = 400, PS = 200) and the deadweight loss of 150 when a price
ceiling of 30 is imposed

Bai miu 2. Thang dw va gia trAn — Worked example 2. Surplus and a price ceiling

Bude Phép tinh Két qua
Step Calculation Result

1 80 —2Q=20+Q =3Q=60 Q+=20; P+ =40
2 CS =Y * (80 — 40) * 20 400

3 PS =1 % (40 — 20) * 20 200

4 Gia tran 30: cung 20 + Q=30 Q=10

5 Gia ngudi mua san 1ong tra cho 10 tin: 80 — 2 * 10 60

6 CS méi =% * (80 — 60) * 10 + (60 — 30) * 10 100 + 300 = 400
7 PS méi =" * (30 — 20) * 10 50

; Tén thét v6 ich = 600 — (400 + 50) = % * (60 — 30) * (20 150

- 10)

Vi DU/ EXAMPLE — CS khong d6i (400) vi hai thay ddi triét tiéu nhau: 10 tin con mua

dugc véi gia 30 thay vi 40 nén ngudi mua duge thém (40 — 30) * 10 = 100, con 10 tan khong
con giao dich 1am mét % * (60 — 40) * 10 = 100. PS giam 150: 100 chuyén sang ngudi mua
va % * (40 — 30) * 10 = 50 mat han. Ton that v6 ich bang 100 + 50 = 150; khoan chuyén 100
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chi d6i ngudi nhan nén khong tinh.

CS is unchanged (400) because two changes cancel: the 10 tonnes still bought cost 30 instead of 40,
so buyers gain (40 — 30) * 10 = 100, and the 10 tonnes no longer traded cost /> * (60 — 40) * 10 =
100. PS falls by 150: 100 passes to buyers and %> * (40 — 30) * 10 = 50 is lost outright. The
deadweight loss is 100 + 50 = 150, the transfer of 100 only changes who receives it and is not
counted.

PHAI THUQC / MEMORISE — Tai cin bang canh tranh, gia bang chi phi bién va tong
thang du 16n nhat. Moi mic gia hodc san luong khac (gia tran, gia san, doc quyén) lam mat
mot tam gidc tong thing du, bang 4 nhan chénh 1éch giira loi ich bién va chi phi bién nhan
chénh I¢ch san lugng.

At the competitive equilibrium price equals marginal cost and total surplus is largest. Any other price
or quantity (a ceiling, a floor, monopoly) loses a triangle of total surplus, equal to ¥: times the gap
between marginal benefit and marginal cost times the gap in quantity.

LOI HAY GAP / COMMON MISTAKE — Tinh t6n tht v6 ich bang tich ddy nhan chiéu
cao ma quén hé sé %, hoic lay luong & giao diém thay vi luong cung & muc gia tran. Voi gia
tran, lugng giao dich 1a lwgng cung & gia tran, vi bén ngan hon ciia thi truong quyét dinh.
Calculating the deadweight loss as base times height and forgetting the factor %, or using the quantity
at the intersection instead of the quantity supplied at the ceiling. Under a price ceiling, the quantity
traded is the quantity supplied at the ceiling, because the short side of the market decides.

2.7. Poc quyén va ton that vo ich — 2.7. Monopoly and deadweight loss

Poc quyén (monopoly) xuat hién khi chi mot ngudi ban cé thé cung cip, do rao can gia
nhap, quyén s& hiru doc nhat hodc lgi thé kinh té theo quy mo khién mot doanh nghiép
phuc vu ca thi trudng voi chi phi thap nhat (doc quyén ty nhién). Ngudi ban duy nhat
khong chap nhan gia: muén ban thém mot don vi thi phai giam gia cho moi don vi, nén
doanh thu bién nho hon gia.

A monopoly arises when only one seller can supply the market, because of entry barriers,
exclusive ownership, or economies of scale that let one firm serve the whole market at the lowest
cost (a natural monopoly). The single seller is not a price taker: to sell one more unit it must cut
the price on every unit, so marginal revenue is less than price.

P=a—bQ=MR=a—2bQ (2.10)
MR = MC (2.11)
DWL = % * (PM — MC) * (Q€ — QM) (2.12)

Doanh nghiép doc quyén chon san lugng theo cong thirc (2.11), ttc MR bang MC, rdi
dinh gi4 theo duong cau. Canh tranh san xuét t6i P bang MC. Chénh léch giita hai san
lugng 1a céc giao dich c6 loi ma doc quyén bo qua; dién tich tam gidc twong Ung la tdn
that vo ich theo cong thirc (2.12).

The monopolist chooses output by formula (2.11), MR equal to MC, and then prices along the
demand curve. Competition produces up to P equal to MC. The difference between the two

outputs is the set of gainful transactions the monopolist passes up; the corresponding triangle is
the deadweight loss in formula (2.12).
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Dir kién d& bai: mot doanh nghiép tu nhan duy nhat khai thac bén do ngang ctia xa. Cau P
=100 — 2Q (Q nghin luot mdi thang, P nghin dong mét lugt), MC = 20 nghin dong, chi
phi ¢ dinh 600 triéu d6ng mdi thang. Poan ma so sanh doc quyén vai canh tranh va véi
dinh gia bang chi phi binh quan.

Problem data: a single private firm operates the commune's ferry crossing. Demand is P = 100
— 20 (Q in thousand trips a month, P in thousand dong a trip), MC = 20 thousand dong, and the
fixed cost is 600 million dong a month. The code compares monopoly with competition and with
average-cost pricing.

# cAdu P = 100 - 20 ; MC = 20 ; chi phi cbé dinh F = 600
a, b, mec, F =100, 2, 20, 600

qn = (a - mc) / (2 * b) # MR = a - 2bQ = MC
pm = a - b * gm

gc = (a —-mc) / b # P = MC

cs m, cs ¢c = (a-pm *gm/ 2, (@ -mc) * gc / 2

loi nhuan = (pm - mc) * gm

print (£"Pdc quyén: Q = {gm:g}, P = {pm:g}, loi nhuidn gép = {loi nhuan:g}")

print (f"Canh tranh: Q = {gc:g}, P = {mc:g}")

print (£"CS: {cs m:g} -> {cs _c:g} ; téng thing du: {cs m + loi nhuan:g} "
f"-> {cs c:g}")

print (£"Tén thdt vé ich = {(pm - mc) * (gqc - aqm) / 2:g}")

# Gi4 bdng chi phi binh quan: mc + F/Q = a - bQ <=> b0"2 - (a-mc)Q + F = 0
delta = (a - mc) ** 2 - 4 * b * F
g ac = ((a - mc) + delta ** 0.5) / (2 * b)

p ac =a - b * gqac
print (f"Giad = MC: 16 {F}. Gia AC: Q = {g ac:g}, P = {p_ac:g},
f"tén thit {(p ac - mc) * (gqc - g ac) / 2:g}")

Két qua chay / Output

Pédc quyén: Q = 20, P = 60, loi nhuidn gdép = 800

Canh tranh: Q = 40, P = 20

CS: 400 -> 1600 ; tdéng thing du: 1200 -> 1600

Tén thit vé ich = 400

Gid = MC: 16 600. Gid = AC: Q = 30, P = 40, tdén thit 100

P (nghin ddng/luot)

100
CS =400

M (20; 60)  tdn thét vo ich 400

60

Loi nhuan
gop = 800

20
C (40; 20)
: MR :
20 40 Q (nghin luot)

Hinh 2.4. Poc quyén: MR = MC tai Q = 20, gi4 60; tén that vo ich 400 so véi canh tranh (Q =
40, gia 20)
Figure 2.4. Monopoly: MR = MC at Q = 20 and a price of 60; deadweight loss of 400 compared with
competition (Q = 40, price 20)
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Bai miu 3. Poc quyén, diéu tiét gia va trg cAp — Worked example 3. Monopoly, price
regulation and subsidy

Bude Phép tinh Két qua
Step Calculation Result

1 MR =100 —4Q ; MR =MC: 100 —4Q =20 QM =20
2 Gié theo dudng cau: 100 — 2 * 20 PM =60
3 Loi nhuan gop = (60 — 20) * 20 800
4 Canh tranh: P =MC, 100 —2Q =20 QC =40
5 DWL =" * (60 — 20) * (40 — 20) 400
. Dinh gi4 bang MC (Q=40): doanh thu bt MC nhung T
khong bu chi phi ¢o dinh
7 r(l};iil;itlli;hi phi binh quan: 2Q* — 80Q + 600 = 0, lay Q=30:P=40
8 DWL con lai = %5 * (40 — 20) * (40 — 30) 100

Pinh gia bang MC dat hiéu qua nhung doanh nghiép 15 dung bang chi phi ¢6 dinh 600,
nén can tro cip 600 hodc dé Nha nudc s hiru. Pinh gia bang chi phi binh quan (AC) gitr
loi nhuén bang 0 ma khong cin tro cip, v4i ton that vo ich 100 thay vi 400.

Pricing at MC is efficient but the firm loses exactly its fixed cost of 600, so a subsidy of 600 or

public ownership is needed. Pricing at average cost (AC) keeps profit at zero without a subsidy,
with a deadweight loss of 100 instead of 400.

VI DU/ EXAMPLE — Vi bén do, mirc gia 60 nghin dong mdi luot gip ba chi phi bién 20
nghin dong. Hanh khach cé mirc sin long tra tir 20 dén 60 nghin dong khong di, di mdi
chuyén cua ho chi tén 20 nghin déng dé phuc vu; d6 1a 20 nghin ot mdi thang bi bd qua
gitra san lugng 20 va 40.

At the ferry, a price of 60 thousand dong a trip is three times the marginal cost of 20 thousand dong.
Passengers willing to pay between 20 and 60 thousand dong do not travel, although serving each of

them costs only 20 thousand dong; that is 20 thousand trips a month lost between outputs of 20 and
40.

PHAI THUQC / MEMORISE — Doc quyén thuan tiiy san xuat it hon va dinh gia cao hon
canh tranh. Tén that vo ich bang dién tich tam gic giita dudng cau va dudng chi phi bién, tir
san luong doc quyén dén san lwong canh tranh.

A pure monopoly produces less and charges more than competition. The deadweight loss is the
triangle between the demand curve and the marginal cost curve, from the monopoly output to the
competitive output.

LOI HAY GAP / COMMON MISTAKE — Pit MC bang gia (dudng cau) thay vi bing
doanh thu bién, hoic doc gia déc quyén tai giao diém MR va MC. San lugng ldy & giao diém
MR va MC, gi4 lay nguoc 1én dudng cau tai san lugng do.
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Setting MC equal to price (the demand curve) instead of marginal revenue, or reading the monopoly
price at the intersection of MR and MC. Output is taken at the intersection of MR and MC, and the
price is read up on the demand curve at that output.

2.8. Ngoai tac, hang héa cong, thong tin bat cAn xirng va cac thit bai con lai —

2.8. Externalities, public goods, asymmetric information and the remaining failures

Dinh 1y phuc loi thir nhat yéu cau nhiéu diéu kién; khi mét diéu kién khong dang thi xuét
hién mét loai that bai thi truong (market failure). Bang sau gén mdi that bai véi diéu kién
bi vi pham.

The first welfare theorem needs many conditions;, when one fails, a type of market failure
appears. The following table links each failure to the condition that is violated.

Thit bai Piéu kién bi vi pham | Vidu ¢ xi Chuwong

Failure Condition violated Commune example Chapter

. A Nguoi ban 1a ngudi L2 1. a1
Doc quyén g £ Bén do chi mot chu

hap nhén gi4 . 2
Monopoly chap nhan g a A ferry with a single owner
Sellers are price takers
Gi4 phan anh toan bd  Nudc thai co s& ché bién thuy san anh
Ngoai tac chi phi va lgi ich hudng ao ca cua hg 6ng Pham Van Sau 4
Externality Prices reflect all costs Wastewater from a fish-processing plant
and benefits affects Mr Pham Van Sau's fish pond
Hang hoéa c6 tinh canh
Hang héa cong  tranh va loai trir Chiéu sang duong lién ap 3
Public good Goods are rival and Lighting on roads between hamlets
excludable
Thoéng tin bat Hai bén c6 thong tin
can xung nhu nhau Béo hiém y té tu nguyén )
Asymmetric Both sides hold the same  Voluntary health insurance
information information
D C6 thi truong cho moi , L a . .
Thi truong ., ‘g .. . Tin dung va bao hiém mua vu cho ho
N A e hang héa ma nguoi dan R
khong day du z nuoi trong )
muon . . ., .
Incomplete 4 rot exists f Credit and crop insurance for farming
markets market exisis for every households
good people want
Maét can ddi vi Thi truong tu thanh
mo toan, du vi¢c lam Bién dong gia, that nghiép theo chu ky 10
Macroeconomic Markets clear and Price swings and cyclical unemployment

imbalance employment is full

Ngoai tac (externality) 1a tac dong ctia mot hoat dong 1€n bén thir ba ma gia thi truong
khong phan anh; Chuong 4 phan tich. Hang héa cong (public good) vira khong canh
tranh vira khong loai trir dugc nén thi truong cung it hon mic hi¢u qua; Chuong 3 phan
tich.
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An externality is the effect of an activity on a third party that the market price does not reflect;
Chapter 4 analyses it. A public good is both non-rival and non-excludable, so the market
supplies less than the efficient amount; Chapter 3 analyses it.

PHAI THUQC / MEMORISE — M3i that bai thi truong 1a mot diéu kién cua dinh 1y phuc
loi thir nhét bi vi pham. Khi gip mot tinh hudng, hoi trudc tién: diéu kién nao khong dung, rdi
mai chon cong cu.

Each market failure is a condition of the first welfare theorem that does not hold. Faced with a case,

first ask which condition fails, and only then choose a tool.

Théng tin bat cin xtng: lwa chon bat lgi va rii ro dao dtc — Asymmetric information:
adverse selection and moral hazard

Thong tin bat can ximg (asymmetric information) 1a tinh trang mot bén giao dich biét
nhiéu hon bén kia. Liwra chon bét loi (adverse selection) xay ra trudc khi ky hop dong:
nguoi rii ro cao tim mua bao hiém nhiéu hon, con ngudi bao hiém khong phan biét dugc
ai 13 ai. Rui ro dao dtrc (moral hazard) xay ra sau khi ky: dd c6 bao hiém thi nguoi duoc
bao hiém it phong ngira hon hodc dung dich vu nhiéu hon mtrc can.

Asymmetric information means that one party to a transaction knows more than the other.
Adverse selection occurs before the contract: high-risk people seek insurance more eagerly and

the insurer cannot tell who is who. Moral hazard occurs after the contract: once insured, people
take less care to prevent loss or use more services than they need.

Dir kién dé bai: 100 nguoi dan cua xa dugc moi mua bao hiém ty nguyén, gom 60 ngudi
rti ro thap (chi phi ky vong 2 triéu dong, sin 1ong tra t6i da 3 triéu déng) va 40 ngudi rui
ro cao (chi phi ky vong 10 triéu dong, sin 1ong tra t6i da 12 triéu déng). Bén bao hiém
khong phan biét dugc hai nhom va dinh phi dé thu bu chi. Poan ma 1ap viéc dinh phi cho
to1 khi khong ai roi di.

Problem data: 100 residents of the commune are offered voluntary insurance, 60 of low risk
(expected cost VND 2 million, willing to pay at most VND 3 million) and 40 of high risk
(expected cost VND 10 million, willing to pay at most VND 12 million). The insurer cannot tell

the groups apart and sets a premium to break even. The code repeats the premium setting until
nobody leaves.

# nhém: (sb ngudi, chi phi ky vong, mic s3n 1long tra)
nhom = {"thép": (60, 2, 3), "cao": (40, 10, 12)}

vn = lambda v: f"{v:g}".replace(".", ",")
con lai = list (nhom)
vong = 0
while True:
n = sum(nhom[g] [0] for g in con lai)

phi = sum(nhom[g] [0] * nhom[g][l] for g in con lai) / n
print (£"vong {vong}: nhém {con lai}, phi cén bdng thu chi {vn(phi)}™)
giu = [g for g in con lai if nhom[g] [2] >= phi]
if giu == con lai:
break
con lai, vong = giu, vong + 1

tsl = sum(nhom[g] [0] * (nhom[g][2] - nhom[g][1l]) for g in con lai)
print ("Thang du tu nguyén:", tsl)

tong = sum(n * (w - c¢) for n, ¢, w in nhom.values())

phi bb = sum(n * ¢ for n, ¢, w in nhom.values()) / 100

print (£"B&t budc, phi {vn(phi bb) }: tdng thing du = {tong}")
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