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I. INTRODUCTION 
 

1. Agriculture is an important sector in the economy of Viet Nam. Agricultural production 
accounts for 25% of gross domestic product and nearly 30% of exports. Of Viet Nam’s total 
population, approximately 80% lives in rural areas. In addition, the agriculture sector hosts 
about 75% of the workforce. Over the past decade, the agriculture sector has grown by 4–5% 
annually, and this has contributed to poverty reduction. From a food importing country in late 
1980s, Viet Nam has become the world’s third largest rice exporter. The agriculture sector also 
experienced significant production diversification. Managing risks associated with the agriculture 
sector, including production risk and market risk, is an important element in the Government’s 
overall strategy to develop the sector and improve the welfare and livelihood of the rural 
population.  
 
2.  The Government recognizes the importance of agricultural insurance and its potential 
impact on income stabilization and ultimately poverty reduction. However, previous attempts to 
introduce agricultural insurance products were not successful. The constraints and impediments 
to the provision of agricultural insurance need to be carefully examined. Policy options and 
support from the Government should also be considered, bearing in mind the experiences of 
other countries and the Government’s current fiscal constraints. The Government has given 
agricultural insurance a high priority, in the wake of avian flu in 2004. Given the Government’s 
limited experience with agricultural insurance, the Government requested Asian Development 
Bank (ADB) technical assistance (TA). In response to this request, a concept paper was 
developed and endorsed for funding in the amount of $600,000 by the Poverty Reduction 
Cooperation Fund in July 2004. An ADB fact-finding mission1 visited Hanoi from 4–9 October 
2004 and reached an understanding with the Government on the goals, purpose, scope, 
implementation arrangements, cost, financing arrangements, and terms of reference for the 
proposed TA. 2  
 

II. ISSUES 
 
3. The primary activity of most rural households is agriculture. The risks faced by farmers 
are many, including weather-related shocks; volatile commodity prices; financial shocks, such 
as devaluation; and negative policy changes. Developed countries have a variety of 
government-supported agriculture-related insurance services. In contrast, in developing 
countries, including Viet Nam, rural residents generally rely on informal arrangements to help 
reduce risks. Such arrangements do not pool risks as efficiently as formal arrangements. The 
lack of efficient risk-mitigation mechanisms exposes farmers to the possibility of incidents where 
loss of income is substantial. Farmers in Viet Nam, as well as those in other developing 
countries, need financially sustainable mechanisms to help them mitigate risks. Insurance is one 
of those mechanisms. 
 
4. Developing agricultural insurance will have a direct impact on rural residents. From past 
experiences, agricultural insurance fared poorly, at least in part because of problems related to 
moral hazard and adverse selection resulting from asymmetric information. To control adverse 
selection and moral hazard requires better information, and information gathering is costly. 
Recently, to overcome these problems, innovations in agricultural insurance have emerged. 

                                                 
1 The mission comprised S. Lewis (mission leader, financial economist); M.A. De Alwis (senior financial economist); 

N.M. Huong (poverty reduction specialist); and B.T. Nghia (financial sector economist) and was assisted in the field 
by B. Philips (country director) and R. Adhikari (principal programs economist). 

2 The TA first appeared in ADB Business Opportunities (Internet edition) on 15 September 2004. 
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Weather-related index insurance products are a few examples.3 These products offer new 
alternatives to the traditional crop insurance scheme. 
 
5.  In 2003, the Government approved a strategy for the development of the insurance 
market. The Government also supervises and monitors the insurance business in accordance 
with the laws of Viet Nam and some international standards and practices. Since 1993, Viet 
Nam’s insurance sector has opened and undergone rapid growth and development. Prior to 
1993, only one insurance enterprise operated in Viet Nam, under a subsidy scheme. Four state-
owned enterprises, 4 joint stock companies, 7 joint venture companies, 5 wholly foreign-owned 
enterprises, and 30 representative offices of foreign insurance entities now operate. Behind 
policies to open the market, the insurance sector has realized robust growth. Total revenues 
from premiums of the entire market increased 29% per annum, on average, over the 1998–2003 
period. Furthermore, the number of insurance products increased, which has helped businesses 
and residents become more familiar with the concept of insurance. 
 
6. Basic insurance business legislation was developed and promulgated. The National 
Assembly approved the Law on Insurance Business in 2000, and the implementing decrees and 
circulars were issued in 2001. The supervision, currently under the Insurance Department of the 
Ministry of Finance (MOF), is conducted based on objective financial and economic criteria, with 
a focus on the solvency of insurance enterprises and safeguarding the legitimate rights and 
benefits of insurance buyers. However, most insurance products available are for life and 
property insurance. In the insurance market, the Viet Nam Insurance Corporation (BAOVIET), a 
state-owned insurance company, is the market leader, with revenue reaching more than $268 
million in 2003. BAOVIET has 64 branches operating in all provinces of Viet Nam.  

 
7. In 1993, BAOVIET started to offer rice crop insurance policies to farmers in 12 
provinces. However, from 1993 to 1998, the aggregate loss ratio, defined as indemnity paid to 
farmers divided by total premiums received, was 110.00%, with significant fluctuations from 
province to province. Moreover, the actual area insured in this pilot project, compared to the 
total area of rice planted in the country, was only 1.16% in 1995 and 0.27% in 1997. The pilot 
project apparently was not successful, due to inadequate participation of farmers, resulting in 
low premiums received, difficulty in risk management, and inadequate support from the 
Government, including that related to the policy and regulation-enabling environment. BAOVIET 
now has a minor operation providing agricultural insurance. 
 
8. Recently, as an initiative from a private firm, Viet Nam Groupama Insurance (VGI), a 
French insurance company, has started to offer livestock insurance in 11 provinces in the 
southern part of Viet Nam. VGI is a wholly owned subsidiary of Groupama France, a company 
specializing in agricultural insurance. In 2001, VGI was granted an operating license to provide 
insurance to crop, livestock, and aquatic farmers. Its operation is mainly carried out in the 
Mekong Delta. The company faced difficulties in the initial period of operation, given the low 
participation rate, great moral hazard, high claim ratio, and lack of information infrastructure. 
 
9. Sustainable agricultural insurance in Viet Nam offers the potential for reducing the 
vulnerability of poor farmers in rural areas. Given the Government’s strong support of the 
insurance sector and the insurance sector’s enabling environment, assistance to develop 
agricultural insurance is needed. 
 

                                                 
3  Weather-related index insurance products make payments on the insurance policies based on weather events, 

such as temperature or rainfall. 
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III. THE TECHNICAL ASSISTANCE 
 

A. Purpose and Output 
 

10. The purpose of the TA is to (i) identify impediments to developing sustainable 
agricultural insurance in Viet Nam and propose policy options, (ii) provide feasible models for 
informal agricultural risk mitigation and formal agricultural insurance for pilot testing, and (iii) 
conduct pilot testing of informal and formal risk mitigation models. The results of the TA will 
have potential implications on the design of the agricultural insurance program and will 
contribute to the Government’s strategy to develop agricultural insurance in Viet Nam. Appendix 
1 gives the TA framework, and Appendix 2 contains the summary initial poverty and social 
analysis. 
 
11. The TA will have two phases. The first phase is an in-depth study and survey, which will 
cover 8 months. A comparative study of informal and formal risk management systems will be 
conducted. The consulting team will review and assess experiences in other countries, 
particularly less-developed countries, related to agricultural insurance. Weather-related index 
insurance will be especially investigated. 

 
12. Furthermore, a study of the specific needs for agricultural insurance products in Viet 
Nam will be conducted to assess whether there exists sufficient demand for these products. The 
study will determine the major risks that farmers face, establish how farmers are currently 
coping with risks, and ascertain products that might be useful for them. Information on informal 
risk coping mechanisms, including farm and livestock management, and the importance of 
savings and credit to manage risks will be obtained. In addition, affordability and willingness to 
pay of poor farmers will be assessed. This study will be done through a survey, with appropriate 
sampling methods and questionnaires, and results will be rigorously analyzed. 
Recommendations for agriculture-related risk prevention will be stratified according to the 
beneficiaries’ income level. The findings will be useful for designing appropriate insurance 
products that reduce the vulnerability of poor farmers.  

 
13. The TA will identify impediments to sustainable agricultural insurance in Viet Nam, 
including legal framework, institutional capacity, and informational infrastructure, and propose 
policy options for providing financially viable agricultural insurance. With respect to crop 
insurance, a feasibility study of a weather-related index insurance product will be conducted, 
with assessment of formal regulations, informational infrastructure, detailed product design, and 
proposed reinsurance. Recommendations from the TA will adhere to the principles of 
commercial insurance. In addition, the issue of whether a government subsidy is justified will be 
analyzed. The TA will also support capacity building in MOF’s Department of Insurance. A pilot 
project for weather-related index insurance will be designed, based on the results of the survey 
and other studies being done in the first phase. With respect to livestock insurance, the most 
feasible way of insuring livestock will be investigated. To mitigate risks with regard to livestock, 
another pilot project for informal risk coping mechanisms will be designed. Before the end of the 
first phase, ADB interdepartmental and Department for International Development reviews will 
be conducted, to determine whether a case can be made for undertaking a pilot project. 
 
14. The second phase is for pilot testing, which will cover 18 months. Two pilot projects are 
expected. The first pilot project will test the appropriateness of the weather-related index 
insurance product for crop insurance or any suitable alternative proposed in the first phase. The 
second pilot project will test a selected informal risk coping mechanism of the poor with regard 
to livestock. The training to raise awareness of participants on the concept of insurance and the 
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appropriate ways to manage their crops or the health of livestock will be one component of the 
pilot project. Results from the pilot projects will be rigorously analyzed, to evaluate the 
effectiveness of the pilot schemes, and recommendations will be proposed to the Government. 
Lessons learned and evaluation results will also be disseminated to stakeholders. 
 
B. Methodology and Key Activities 

 
15. The TA will fund consultants with expertise in agricultural insurance and microinsurance. 
A team of consultants will be recruited to work with counterpart staff members to accomplish 
required deliverable outputs. Major activities will include reviewing the existing market 
conditions of agricultural insurance in Viet Nam and pursuing in-depth consultations with public 
and private stakeholders to ensure that the proposed policy options are practical within the 
Vietnamese economic and operational environment. Consultations with the private sector to 
assess the level of interest and major constraints and suggestions for improving regulatory 
framework are also crucial. Discussions and workshops with policy makers, government 
officials, and other stakeholders will be held during TA implementation, to gather opinions, 
disseminate information, and build consensus on the optimal approach for fostering agricultural 
insurance in Viet Nam. The proposed TA will also fund study tours for officials involved in the 
implementation of the agricultural insurance program in Viet Nam, and these tours are expected 
to occur in the second phase. 

 
C. Cost and Financing 
 
16. The TA is estimated to cost a total of $750,000 equivalent, including a foreign exchange 
cost of $335,500 and a local currency cost of $414,500 equivalent. A total of $600,000 
equivalent, including the entire foreign exchange cost and $264,500 equivalent of the local 
currency cost will be financed on a grant basis by the Poverty Reduction Cooperation Fund, to 
be administered by ADB. From the grant of $600,000, the amount of $120,000 is allocated for 
the pilot projects, and the amount of $10,000 is allocated for study tours, which are activities 
expected to occur in the second phase of the TA, provided that the approval to continue to the 
second phase is granted. The Government will contribute $150,000 equivalent in-kind for office 
space, counterpart staff members, and other miscellaneous services. Details of the cost 
estimates and financing plan are in Appendix 3.  
 
D. Implementation Arrangements 
 
17. MOF will be the Executing Agency and responsible for the overall implementation of the 
TA. In addition to office space, MOF will provide counterpart staff members and other support 
services to the consultants. A TA steering committee, which comprises representatives of 
BAOVIET, MOF, State Bank of Viet Nam, Viet Nam Bank for Agriculture and Rural 
Development and Viet Nam Farmers Union, will oversee TA implementation. MOF will appoint a 
project officer for the purpose of assisting in daily TA implementation. During the TA inception 
meeting, ADB’s anticorruption policy will be explained.4 
 

                                                 
4 Attention will be drawn to the section on fraud and corruption that was added to ADB’s  Guidelines for Procurement 

and Guidelines on the Use of Consultants, particularly the need for bidders, suppliers, contractors, and consultants 
to observe the highest standards of ethics in procuring and executing ADB-financed contracts, and the sanctions if 
fraud and corruption are discovered.  
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18. The TA will require 10 person-months of international and 14 person-months of domestic 
consultant inputs. The terms of reference for the consultants are in Appendix 4. The TA will be 
contracted to an international consulting firm. The contract with the consultants will be based on 
quality- and cost-based selection. Short-listed firms will submit simplified technical proposals. 
The consultants will be engaged by ADB in accordance with the Guidelines on the Use of 
Consultants by Asian Development Bank and Its Borrowers and other arrangements satisfactory 
to ADB for the engagement of domestic consultants. All procurement under the TA will be in 
accordance with ADB's Guidelines for Procurement. 
 
19. In the second phase of the TA, one or two study tours will be organized by the 
consultants to build the capacity of the officials concerned in the implementation of the 
agricultural insurance program in Viet Nam. The countries for study tours and visits to 
institutions will be carefully selected, considering their relevance to Viet Nam. The consultant 
team will be responsible for making all necessary arrangements for the study tours. The 
participants will be required to submit to the consultant team and ADB reports of the study tours 
no later than 3 weeks after their return, citing the relevance of the study tours to their work. 
 
20. The consultants will prepare detailed work plans (including a timetable for deliverables 
defined under the TA, in consultation with MOF) before the start of the services. The consulting 
firm is required to submit an inception report 2 weeks after commencing the Project. An interim 
report will be submitted 8 weeks after the submission of the inception report and will be 
reviewed by MOF and ADB. A draft final report will be submitted within the deadline specified in 
the work plan, after incorporating feedback from MOF and ADB. A tripartite meeting will be held 
before finalizing the draft final report. The final report, incorporating comments of MOF and ADB 
during and after the tripartite meeting, will be submitted upon completion of service in the first 
phase. If a decision is made to continue the pilot testing in the second phase, both international 
consultants will continue to provide services on an intermittent basis for the effective 
implementation of the pilot projects. An evaluation report summarizing the results of the pilot 
projects and recommendations will be submitted 1 month after completion of the pilot testing. 
The TA is expected to be implemented over a period of 26 months, from April 2005 to May 
2007. 
 

IV.  THE PRESIDENT’S DECISION 
 
21. The President, acting under the authority delegated by the Board, has approved ADB 
administering technical assistance not exceeding the equivalent of $600,000 to the Government 
of Viet Nam to be financed on a grant basis by the Poverty Reduction Cooperation Fund for the 
purpose of Developing Agricultural Insurance, and hereby reports this action to the Board. 
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TECHNICAL ASSISTANCE FRAMEWORK 
 

 
Design Summary 

Performance 
Indicators/Targets 

Monitoring 
Mechanisms 

Assumptions and 
Risks 

Goal 
To reduce vulnerability 
and poverty of low-income 
people in the agriculture 
sector through developing 
financially sustainable 
agricultural insurance in 
Viet Nam. 
 
 

 
• Ten percent of farmers 

covered under agricultural 
insurance by 2010. 

• Increased income of the 
insured farmers. 

• Three insurance companies 
offering agricultural insurance 
products by 2008. 

 

 
• Economic reports, 

official statistics, and 
audited financial 
statements of 
insurance 
companies that 
provide agricultural 
insurance services. 

• Asian Development 
Bank (ADB) review 
missions. 

 

 

Purpose 
1. To identify 

impediments to 
developing sustainable 
agricultural insurance 
in Viet Nam and 
propose policy options. 

 
2. To (i) provide feasible 

models for informal 
agricultural risk 
mitigation and formal 
agricultural insurance 
for pilot testing and (ii)  
conduct pilot testing of 
informal and formal risk 
mitigation models. 

 

 
• A framework to develop an 

agricultural insurance 
program in Viet Nam. 
 
 
 
 

• Small pilot projects tested for 
potential scaling up. 

 

 
• ADB review 

missions. 
 
 
 
 
 
• An evaluation report 

to be prepared under 
the second phase of 
the project. 

Assumptions 
• Acceptance and 

understanding of farmers 
regarding agricultural 
insurance products. 

• Appropriate levels of 
technical capacity of 
insurance providers. 

• Enabling environment to 
support commercially 
viable agricultural 
insurance sector. 

 
Risks 
• Inadequate participation 

from farmers. 
• Low level of involvement 

from the private sector. 
• Inadequate support from 

the Government. 
 

Outputs 
1. The study of existing 

agricultural risk 
management 
strategies for poor farm 
households to identify 
agricultural risks and 
compare risk 
management 
alternatives for Viet 
Nam farmers. 

 
 
 
 
 
 
 
 
 
 
 

 
• Identification list of rank-

ordered risks identified by 
farmers according to relative 
importance and effects on 
income stability, including 
resource and input risks; yield 
risks; price fluctuation risks; 
catastrophes, such as the 
avian flu; risk amelioration, in 
particular, informal and formal 
risk management 
approaches, effectiveness 
and efficiency of such 
amelioration strategies, 
identification and comparison 
of alternative solutions; and 
identification of public and 
private sector roles.  

 

 
• Project report. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Assumptions 
• Statistically sound survey 

methods used for the 
study. 

• Cooperation from 
stakeholders for 
information gathering and 
pilot testing . 

 
Risk 
• Lack of sufficient 

government technical 
understanding related to 
the concept of insurance 
and lack of appropriate 
public intervention. 

 

Continued on next page
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Design Summary 

Performance 
Indicators/Targets 

Monitoring 
Mechanisms 

Assumptions and 
Risks 

 • A list of strengths and 
limitations of various informal 
and formal risk management 
systems and recommended 
options for the Government. 

  

2. The comparative study 
of informal and formal 
risk management 
systems, including the 
assessment of 
previous experiences 
in providing agricultural 
insurance in Viet Nam, 
and recommended 
policy options. 

 
3. Provision of model for 

informal agricultural 
risk mitigation and  
formal agricultural 
insurance for pilot 
testing. 

 
4. Pilot testing of informal 

risk mitigation model 
and documentation of 
results and 
implications. 

 

• Cost of premiums and 
farmers’ willingness to pay, 
subsidy implications and the 
Government’s willingness to 
pay and affordability, links 
between insurance and 
credits, reinsurance, and 
others. 

 
 
 
• Model structure. 
 
 
 
 
 
 
• Test results with suggestions 

on replication or adapted 
replication or development of 
new options. 

 

• Project report. 
 
 
 
 
 
 
 
 
 
 
• Project report. 
 
 
 
 
 
 
• Project report . 
 
 
 

 

5. Pilot testing of weather-
based insurance model 
or another suitable 
alternative and 
documentation of 
results and 
implications. 

 

• Test results with suggestions 
on replication or adapted 
replication or development 
of new options, with related 
policy recommendations. 

 

• Project report.  

Activities   Assumption 
Review and assess 
documentation of 
experiences in other 
countries, in particular 
less-developed countries, 
on agricultural insurance. 
 

• Identified impediments to 
develop agricultural 
insurance, best practices, and 
recent innovations in this 
area. 

 

• Project reports. • Thorough understanding 
of agricultural insurance. 

Visit one or two highly 
relevant example 
countries where 
agricultural insurance has 
been successful. 

• Study tours for relevant 
officers in MOF and the 
Ministry of Agriculture and 
Rural Development. 

• Reports provided by 
the participants of 
the study tours. 

Assumptions 
• Selection of the 

appropriate officials for 
participation. 

• Preparedness of the 
receiving institutions for 
providing required 
learning experiences to 
participants. 

 

Continued on next page
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Design Summary 

Performance 
Indicators/Targets 

Monitoring 
Mechanisms 

Assumptions and 
Risks 

Survey the specific client 
needs of agricultural 
insurance products in Viet 
Nam, including (i) 
determining the major 
risks that farmers face, (ii) 
establishing how farmers 
are currently coping with 
risks, and (iii) ascertaining 
products that might be 
useful for them. 
 

• Risk and risk management 
strategy for input to pilot 
designs for insurance and 
informal risk management. 

• Project reports. Assumption 
• Cooperation from farmers 

and local-level 
government officials. 

Review findings of survey 
and discuss with farmers 
and other key 
stakeholders in workshops 
to validate findings and 
provide input for pilot 
designs. 
 

• Validation of approach. 
• List of key findings and 

suggestions for pilot designs. 

• Workshop reports. 
• ADB review 

missions. 

Assumptions 
• Support of relevant 

government ministries 
concerned. 

• Level of participation 
from the private sector 
and the beneficiaries. 

Identify institutional and 
policy impediments to 
sustainable agricultural 
insurance in Viet Nam and 
propose policy options for 
providing financially viable 
agricultural insurance 
services. 
 

• List of impediments to 
sustainable agricultural 
insurance in Viet Nam. 

• List of policy options. 

• Project reports  Assumption 
• Strong support and 

participation of 
stakeholders. 

Provide recommendations 
on product development 
of agricultural insurance 
products, including 
product pricing. 
 

• Recommendations on product 
development. 

• Project reports. Assumption 
• Good understanding of 

farmers’ need and 
operational environment 
in Viet Nam. 

Collaborate with the 
Government to ensure 
that adequate 
infrastructure is in place to 
support selling, 
administration, and claims 
payments pertaining to 
agricultural insurance 
products. 
 

• An action plan involving the 
Government and insurers to 
build supporting 
infrastructure. 

• Project reports. Assumption 
• Strong support from 

relevant government 
agencies and insurers. 

Assist Ministry of 
Finance’s (MOF) 
Department of Insurance 
in capacity building and 
drafting relevant 
regulations for agricultural 
insurance services. 
 
 
 

 

• Draft regulations produced. • Project Reports. Assumptions 
• Willingness to learn from 

and work with the 
consultant 

• Strong support from the 
leadership in the 
Department of Insurance 

Continued on next page
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Design Summary 

Performance 
Indicators/Targets 

Monitoring 
Mechanisms 

Assumptions and 
Risks 

 
Design a pilot project for 
weather-related index 
insurance or another 
suitable alternative, test 
the pilot project, analyze 
the results, and provide 
recommendations to the 
Government. 
 

 
• The pilot project shows the 

feasibility of weather-related 
index insurance, or another 
suitable alternative, by the 
end of month 26. 

 
• Project reports. 

 
Risks 
• Farmers may not 

understand and 
participate in the project. 

• The local government 
officials may not 
cooperate. 

Design a pilot project 
and/or identify and modify 
existing pilot projects and 
test such pilot project for 
informal risk coping 
mechanism of the poor. 
 

• The pilot project shows the 
feasibility of a selected 
informal risk coping 
mechanism of the poor by the 
end of month 26. 

 

• Project reports. Assumption 
• Cooperation of 

stakeholders is needed. 

Inputs    
• Ten person-months of 

international consultant 
services. 

• Fourteen person-
months of domestic 
consultant services. 

• At least four 
participatory 
workshops in the first 
phase, one conference 
each in the first and 
second phases, and  
two study tours in the 
second phase. 

• A surve y. 
 

• Recruitment of consultant 
services by 31 March 2005. 

 
 
 
 
• Organization of workshops 

and one conference by 30 
November 2005. Organization 
of another conference and 
study tours by 31 May 2007. 

 
 
 
• Availability of  the survey by 

30 September 2005. 
 

• Consultant reports. Assumption 
• Resource inputs 

available on time and in 
accordance with the work 
plan. 

ADB = Asian Development Bank, MOF = Ministry of Finance. 
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INITIAL POVERTY AND SOCIAL ANALYSIS  
 
A. Linkages to the Country Poverty Analysis 
 

Is the sector identified as a national   Yes 
priority in country poverty analysis? 
 

is the sector identified as a national  Yes  
priority in country poverty  
partnership agreement? 

Contribution of the sector or subsector to reduce poverty in Viet Nam: 
 
The development of the agricultural insurance subsector contributes  to poverty reduction in Viet Nam. Farmers face 
numerous risks in agricultural production, and they use several mechanisms to cope with risks. Informal risk 
mitigating mechanisms of farmers will be investigated, and recommendations for replicating these mechanisms will 
be suggested. For formal agricultural insurance in Viet Nam, previous efforts to provide agricultural insurance 
services were unsuccessful. However, the Government recognized the importance of agricultural insurance and its 
potential effect on poverty reduction. The results from this technical assistance will contribute to the Government’s 
overall strategy in insurance sector development and the design of an agricultural insurance program in Viet Nam.  

 
 B. Poverty Analysis Targeting Classification: General intervention  
 

What type of poverty analysis is needed? 
 
The technical assistance aims at reducing vulnerability and poverty of low-income people in the agriculture sector 
facing production risk. Therefore, the assistance has a direct implication for poverty reduction. The successful 
implementation of agricultural insurance products  will help farmers  manage risks  and stabilize their incomes. Risk 
coping mechanisms by self-help groups, if successfully replicated in larger areas, will contribute to risk reduction 
and income stabilization of farmers. Ultimately, these innovations in formal insurance and microinsurance are 
expected to reduce vulnerability and poverty of farmers. 
 

 
 C. Participation Process 
 

Is there a stakeholder analysis? No 
 
Is there a participation strategy? No 
 
 
 
D. Gender Development 
  
Strategy to maximize impacts on women: None 
 
Has an output been prepared?   Yes   No 
 

 
E. Social Safeguards and Other Social Risks  
 

 
 
Subject 

Significant,  
Not Significant, 

None 

 
 

Strategy to Address Issues 

 
 

Output Prepared  
Resettlement None  No 
Affordability None  No 
Labor None  No 
Indigenous  
Peoples  

None  No 

Other Risks and/or 
Vulnerabilities  

None  No 
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COST ESTIMATES AND FINANCING PLAN 
($) 

 
Item Foreign 

Exchange 
 Local 

Currency 
 Total 

Cost 
A. Poverty Reduction Cooperation Fund 

Financinga 
     

1. Consultants 
a.  Remuneration and Per Diem 

i. International Consultants 
ii.  Domestic Consultants 

  
 

243,500 
0 

  
 

0 
 37,750 

  
 

243,500 
37,750 

 b.  International and Local Travel 32,000   6,000  38,000  
c.  Reports and Communications  2,000   1,000   3,000 

 2. Equipmentb  0   6,000   6,000 
 3. Training, Seminars, and Conferencesc  10,000   15,000   25,000 
 4. Surveysd 0   60,000   60,000 
 5. Pilot Projectsd 0  120,000  120,000 
 6. Miscellaneous Administration and Support Costs  4,000   3,000   7,000 
 7. Representative for Contract Negotiations  2,500  0   2,500 
 8. Contingencies  41,500   15,750   57,250 

Subtotal (A)  335,500   264,500   600,000 
      
B. Government Financing      

1. Office Accommodation and Transport 0   115,000   115,000 
2. Remuneration and Per Diem of Counterpart Staff  0   25,000   25,000 
3. Others 0   10,000   10,000 

Subtotal (B) 0   150,000   150,000 
Total  335,500   414,500   750,000 

a Administered by the Asian Development Bank. 
b Equipment may include a computer, printer, and other equipment necessary for the work of the consultants. 
c International study tours are estimated to cost a total of $10,000. Four workshops and two conferences will be held for a 

total cost estimated at $15,000. 
d Figures are indicative only, as the survey will be designed by consultants, and pilots projects will be recommended by the 

first phase study. Detailed expenditures can be determined only thereafter. 
Source: Asian Development Bank estimates. 
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OUTLINE TERMS OF REFERENCE FOR CONSULTANTS 
 
A. International Consultants 
 

1. Agricultural Insurance Specialist and Team Leader (6 person–months)1 
 
1. The international agricultural insurance specialist must have an extensive working 
knowledge of agricultural insurance, international best practices, and recent innovations. In 
addition, the specialist should demonstrate good understanding of the insurance market in Viet 
Nam and its current regulatory framework. The tasks and responsibilities of the specialist 
include 
 

(i) taking overall responsibility for coordinating the work of international and 
domestic consultants, taking responsibility for all outputs from the technical 
assistance (TA) and guiding all other consultants, and assuring completion of all 
deliverables; 

 
(ii) preparing a detailed work program for the TA and the TA inception report, which 

will be submitted 2 weeks after commencement of the consultants’ work; an 
interim report that will be submitted 8 weeks after the submission of the inception 
report; a final report that will be submitted 1 month after completion of the first 
phase; and an evaluation report that will be submitted 1 month after completion 
of the pilot testing; 

 
(iii) reviewing and assessing experiences in other countries, in particular less-

developed countries, on agricultural insurance and determining limitations of 
agricultural insurance schemes; 

 
(iv) performing the descriptive analysis of the current insurance market of Viet Nam, 

including the breakdown of the types of insurance products offered and the types 
of clients by income level; 

 
(v) performing the analysis of existing agricultural risk management strategies for 

poor farm households to identify agricultural risks and compare risk management 
alternatives for Viet Nam farmers; 

 
(vi) performing analysis of the demand for agricultural insurance products for crops 

and livestock by using survey and focus group discussions; 
 

(vii) performing a comparative study of informal and formal risk management 
systems, including the assessment of previous experiences in providing 
agricultural insurance in Viet Nam and making recommendations regarding policy 
options; 

 
(viii) identifying institutional and policy impediments to sustainable agricultural 

insurance services and proposing policy options for providing financially viable 
agricultural insurance services to the Government; 

 

                                                 
1 In the first phase of the technical assistance, the services of the agricultural insurance specialist will be 5 person-

months. In the second phase, the services of the agricultural insurance specialist will be 1 person-month. 
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(ix) collaborating with the Government to ensure that adequate infrastructure is in 
place to support the selling of agricultural insurance products; 

 
(x) conducting a feasibility study of a weather-related index insurance product or a 

suitable alternative, with assessment of regulations, information structure, 
product design, product pricing, and proposal on reinsurance; 

 
(xi) designing a pilot project for weather-related index insurance or a suitable 

alternative; 
 

(xii) assisting the Department of Insurance, Ministry of Finance, in capacity building 
and drafting relevant regulations for agricultural insurance services; 

 
(xiii) organizing study tours for officials involved in drafting regulations and 

implementing the agricultural insurance program; and 
 

(xiv)  acting as a facilitator for conducting discussions with the Government and private 
stakeholders and organizing workshops with stakeholders to disseminate 
findings. 

 
2. Microinsurance Specialist (4 person–months)2 
 
2. The international microinsurance specialist must have extensive knowledge in 
agricultural economics, agricultural microinsurance, and formal and informal risk coping 
mechanisms of the poor, as well as a working knowledge in survey design and analysis and 
focus group in-depth interviewing. In addition, the specialist should demonstrate a good 
understanding of Viet Nam’s rural economy. The tasks and responsibilities of the specialist 
include 
 

(i) designing and conducting a survey of specific client needs of agricultural 
insurance products in Viet Nam, including determining the major risks that 
farmers face, establishing how farmers are coping with risks, assessing the 
affordability and willingness to pay of poor farmers, and ascertaining products 
that might be useful to them; 

 
(ii) collaborating with the agricultural insurance specialist to perform the analysis of 

existing agricultural risk management strategies for poor farm households to 
identify agricultural risks and compare risk management alternatives for Viet 
Nam’s farmers; 

 
(iii) collaborating with the agricultural insurance specialist to perform analysis of the 

demand for agricultural insurance products for crops and livestock by using 
survey and focus group discussions; 

 

                                                 
2  In the first phase of the TA, the services of the microinsurance specialist will be 3 person-months. In the second 

phase, the services of the microinsurance specialist will be 1 person-month. 
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(iv) reviewing findings of the survey and discussing these in workshops with farmers 
and other key stakeholders to validate findings and provide inputs for pilot 
design; 

 
(v) designing a pilot project or identifying pilot projects already in existence related to 

informal risk coping mechanisms of the poor; 
 

(vi) collaborating with the agricultural insurance specialist in developing a relevant 
feasibility study; and 

 
(vii) acting as a facilitator for conducting discussions and focus group meetings with 

government representatives, local authorities, and concerned farmers on issues 
related to informal and formal risk coping mechanisms. 

 
B. Domestic Consultants 
 

1. Agricultural Economist (8 person–months) 
 
3. The domestic agricultural economist will have a background in agricultural economics 
and Viet Nam’s agriculture sector, knowledge of the insurance sector in Viet Nam, and 
proficiency in English. Preferably, the economist should have experience in working with 
international consultants, government agencies, and financial institutions. The economist will 
 

(i) assist the international agricultural insurance specialist in all aspects of the tasks 
within the terms of reference; 

 
(ii) collect and analyze required information and data, under the guidance of the 

international agricultural insurance specialist, and make these available in 
English and in an organized, clear format; 

 
(iii) arrange and organize discussions and workshops and assist the international 

agricultural insurance specialist in preparing materials and logistics for these 
events; 

 
(iv) participate in meetings and act as interpreter and translator; 

 
(v) assist the Ministry of Finance in monitoring progress and coordinating the 

working schedule for all consultants; and 
 

(vi) arrange other logistical work as required for completion of the Project. 
 

2. Microinsurance Expert (6 person–months) 
 
4. The domestic microinsurance expert will have a background in microinsurance and 
microfinance. This expert should have experience in conducting interviews and surveys among 
farmers in rural areas and proficiency in English. Preferably, this individual should have 
experience in working with international consultants and nonprofit organizations working in 
microfinance. The expert will: 
 

(i) assist the international microinsurance specialist in all aspects of that person’s 
tasks within the terms of reference; 
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(ii) collect and analyze required information and data, under the guidance of the 

international microinsurance specialist, and make these available in English and 
in an organized, clear format; 

 
(iii) conduct research on specific topics, as required by the international 

microinsurance specialist;  
 

(iv) arrange and organize workshops and discussions and assist the international 
microinsurance specialist in preparing materials for workshops and discussions, 
including translating documents and interpreting in workshops and discussions; 
and 

 
(v) participate in meetings and focus group discussions and act as interpreter and 

translator. 
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