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June 29, 1973 

EVALUATION R[PORT 

NATIONAL ECON1O1i C DEVELOPIrIT FUND 

INTRODUCT I ON 

This is a report of the Evaluation Team which was requested to
 

assess the per formance of the Vietnam [National Economic Development
 

Fund (NEDF) from the time of its esLablishvnL in ,arch ln72 to May 

1973 and to ii , icat punos:;ible chlnqo s in the Projuct AgreOOLVent anid 

in d,,I finance poli ics for the k'w.di,,- futue. While wve 

constidcr! a wid r o, ucononCCnO2iu and ivest:yrnt issues and prob

1lems while in .ouLh V: cRtIN, this rupor locupcn upon tie provisions 

of the Projec t Agrecmni and specific issues and problcems of NLF in 

a broader context. 

The Evaluation Team cusisted of Ilenry F. Lee, Treasury; 

Gcorge J. Grande, AID; end Kenneth R. Krause, Agriculture. Ti Teaim 

arrived intVinc t:m on Nay 22, 1973 aid departed on Juic n, 1973. 

To di-cus; the issue relevant Lo NEDF as a HitL of overall 

economic divc opaenlk, we hi( actes, to all rei evant repurto and both 

extensive nd intairive dicussion, with NEDF and other GVN officials, 

baikers, ' nii <,,..en,w acadc ics and (legislators and JS.AID personn~el. 

Thy opornt1sthn hit ory of the fou t.oin ;envh of . opratio is 

pri'vided y ,r,'1 ,rreprtk dnd puhlic, tions of the PHFiF n',we Ive 

nade rno atFt'.; . lo regl; , it here. We vie,(0d our mission ".o ass.ss 

N[I)F" and therc.f ore, we d7cribe to yu'ral inbuc; and ci rcumstances 

in the context of what SLu[ ias doiw arid wthnt coiuld be done. 



This report contains a section on selected portions of the 

Project Agreement between USAID and the GVN and another section 

on specific topics -- some related to the provisions of the Pro

ject Agreement and others to general topics which emerged from our 

study and conversations. 
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SUMMItRY COMMENTS OJ SELECTED PORiIONS 
OF THE PROJECT AV.iEEMENT 

The following comments are summary statements of problems and/or 

issues related to specific sections of the Project Agreement for NEDF 

entered into het.een AID and the GVN. Sections not referred to 

indicate stifctrv performance. Further discus rni of these 

problcm; ;Wv issues appear later and are treeated from a broader 

perspective. 

Il. Purps ccof the Fund 

The "primriry purpose" is to "stimulate private sector investment 

in ways whi ch will lead to higher output of the economy and inde

pendence from fereiq, aid as soon as possibhle" and "a second, closely 

related ojecti\'e" is to i rprove vrd iiru 1 and long.-term Iending insti

tutions, 'erforirnce of the primary purnoe is difficult to assess 

since th', Project A rc ,nienil doci ut vrovi d, ,d,"q:ua e guidance. Sirce 

this per:'itild dif .ferentiirpre ations t.hKrp aponr d to he dif

ferenc,..s of cc; nion on p :rformnnc ,. 1he .cccood purpoq'.e i; cxplilned 

at qreat(r lenj ih in thU Project Aqreccr~ent. !'erfor nPc, has beien 

satisfactory. Please refer to pan, 11 and ,o1 *ie.irq for further dis

cussion On thi', subject. 

V. Sources of Fund', 

In the second par,,raph of is section, gll repapents of prin

cipal are to hW. tur:;:d to "coiuu ,rpart", It is nt :eer whethr 

this hwa ; to : (,l ,'ad/orr\' (,trol(I and di,,iositin or to U.S. 
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controlled counterpart, We are adlvised counterpart is returned to 

the 	 same account from which it 0riginaL d but the language does not 

make this clear. This is importint to the consideration of IEDF 

lending piasters from repayments of priu.ipal. The original concept 

was 	 to avoid accu. rlation of re payuents. This feature would make 

effective the V noture the Fund. 	 alsot(r2i i,r:y of It woul( require 

the NE)V to seckt in.. Fundin ri the GVN and other donos.Nam 


Earned surpli, -is to he disp.c. ed of by dc isiin of the Board of 

Directors at thLe end of eciih a . coantig 'yetar. The first year's sur

plus is almonust 30 ill ion p1in. er . Thu [und charyas 10 percent to 

the IClsI 'ho in uin earn 5 percent. At these r'ten tie Fund, which is 

housed the atiOr Bank, 'ill earn substnntial incoz;e in relation 

to opartI.I era;:: pc ad i tre. Th:are appea rs to be a need to indicaie that 

surpluses "earned" beyond approved budget enonrditr./ should be 

trans crred to the GV Treasur'y or (V, counlt.el'erplot a.Uflt unless the 

Board of [irecto.r can jtstiy t'le rctention of sppcific a:.nounIs for 

particuldr plurpos.(:. [he co.('pL hcre is to rc;nove [e temptation 

to 	expond uinoce A:iily or to finance unrelated activities. 

V1. 	 .yud ! s n i I i i s,, 

C. 	 Rel tio ;. it ,C1 s 

Performane rd " this section, aside from personal relation

ships, alp:erpd to Le odequea in.oFr as Ltc specific provisions are 

n1-/ ar.' i' fni ,. . i ri-i- e ',v of o; t ie s ino'.'ir, tn ,a, .. PK,&,, 	 l i. t was preparedc h ' i:tt to !i , C ,Oi;ii'H 1 p0e1seIl t ion 

"Tin in iih r hrnoi a [, C,, . An olppr d tuJ:yL ,inUId iO', daM'olukr u: .. t~. 



concerned. This is documented by the publications of the Fund and 

supported by general co, alel.it.s. IHl(ver , personal relationships were 

alleged to be sensitive due in large paJrt to personalities and iln 

part to the comp.titive relationships among ICIs. Further discussion 

of this appears later herein. 

D. Fund Ruv i,, of__PrpJut 

Perforranc of terns in this section appeared to be adequate 

and progress to..',d iprovenents could be noted. The proble of some 

necessary duplication of review.i still remains however. 

VI . ! n J ! 1. 

A. E] i-hilit'of ICIs 

lhis su...ti on indi cal.es that all commercial banks chartered 

by the Na.tioral K.of Vic&tn, .2re eligible to submit projects to 

the F. d for p i or appr'ova 1 i n.a rc i u ar in the, Jul 1cVi e, pIragLra'ph 

the Fund is c.>:-a!d to es lish cri!,ri- for renwal of (Mitj, ,,lity. 

Recently the ti'-mrrincd sirc, baks areWid thot ural icrgally cower

cial b%,., thve:, Ut are Ms that tio dtpiy dir;,tly to I& lund 

for riei u;i and lur,i-ter,,n nia cing. Alhjuig. rural banks are Lonnidyr 

to be privatelv (w( bark, ,bot hl f c 1Mir (ap t is p9rovi(ded 

( "n a't.:r 

to tn rui l WKro Ir,,;i omI,.r thAn So eeors' ar. fun v Nl ,lid nor.. 

ment Bain: A PE) WA e.t1a rral tm. l)rc,., l.,ini, 

urally Ihe very ; i n: t. la .n, ,ure l m,.s ,vW , t l , !hle to, IInt 

th(e eligiibility e IN.evr, Iun. o(,ci (d J rrao,.ideW NWitei, W:: to inform l 
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technical assistance, with the agreement and participation of the 

ADB, to prcpare applications for funds. The first loans in this 

category were mode on iy 30 From a one billion piaster special func 

for recontsLuction. Uhilc this is a spacial case the principlc 

that rurl honks are iC]s is estahliShcd. This could caose future 

difficultieas he,.,.in the fun d and AMJh since the ADP nd tpt, Fund 

could lt co:petir, iwith each other to provide rural bans with ;diuN

term fuels. 

C. [_iQjibiliy of Projects. 

There wero commsents to the effect that the project selection 

should he based upon expres.ed prioritic.,. Another cu:..ent was Lu 

consider priori. I a' for cerfain geograpiic ncas for a variety of 

reasonls. These cucyideration; pr rre.',y invol'en a tradc off with 

financial analysis. Uhile grant cnurt eprtp miglht by used to ;rovide 

funds for these r ,sons, terLn a d coidi Hues of future external 

loan Ef]< not prritwould \'pry likely w;.'ivariatin. of concessiorial
 

termts.
 

There were sco long d iscussionis eeut the ope:rational definiLion 

of a proje::t, narlicularly wiLh respact o ti AgriuiLtai Deve-lop

merit V,Q , nK. undcr t, ina of cLditandRiu, Bis, Q ;n& M 

grantrd to tih U5 inIC )Ii naSU , i n I.anSV1 Lienh , 

TIi hlami 1o V mI~rv: I n L; od A; eq pxl,pon n' 1 add! " t nr ~i 

loans which are a n Wi.llpi M Gh o w" ir;;,; ,'roIl a pi, l , ou Is, 

are being fiwnoro fron' I l (icre it. Al t:irniiti ,ily, iL would O no 

http:expres.ed
http:he,.,.in
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be possible to define line of credit finaincirng to include only (quip

ment loans and require 'projects" to be financed )y tihe project 

approval procedure,. In this case, the A[IIB would he rpquird to group 

"proj.ctL' until te total 
reaghed the minimum perdiLted. Of course
 

the ninu:y for Mh ADP could be reduced to fit the size of the
 

agric'ltral projecLs if it is 
 elicvcd to ho 1 (.sfar'y to hasten
 

the al pre.val procs. .'wever, this a] tMeurn ive ( es appear to be
 

more cuh ersoer,, th. the crcwunt practics. 

D. Loan Polie-v of the Fund and of ICIs 

(I) Crcd i ilerm
 

Thp iturity 
 i girace periods have born criticized 

because they &irehot.1lciW r;iuo::' to fit pirticular projects. The 

case InusL often 'eulicred i, the sav.v' ,'gp. i ; Ition p- xio,for,<; i 

rubber tl',;e. It in suq'c>' ! i;i t thi s s'.;cion mighL be reworded 

to accow, .odate spa: il cases und toif Lt f cide mnaLe such loans 

(2) Pyr'po, oqf Loan 

Thi.s sec Lion st ir> that fWEuf. cannot fii rce working 

capital or be us, for pi jeL W. rfinli i:i.unrelated lo now., iriuvstnuent 

This pr'.,nt. if i,,ltins i1 propo,<lt W rf inarc yoverwnt 

enterpr Ken to i;p; ,, i'w t & .m i, A i.', It: efirinc 1Q 

Lhf.
issue Ai<, (l, e5 m :l Iwi rt. m: nm ( I b r uiufnt) ','aowN' 

replac( 5t1'i't-tetr d'i;?lh. (at A; .rnriunt ) K,' workii (JWli Uiov(eto 

the prof ifhi I ity of qev, -ivid i'nt-r'r i, o 1l UP.L, -,Ki ft.,
 

to tPrival irivci CoUl d he 'a'i, r i
'- ' Fu luch'o.M . are Ci re
 

la eh'rs'in 



(4) stPeiIaI _!\trIu :'r.,,t ri . s..f.or !, cu 1o-s 

The AL)B is penitted to group its loan, to meet the 

minimum Fund loans to ICIs of the equivaleI: of USS150 ,O00( for project
 

prior approvals or USS35,000 for line of credit. It is udderstood 

that thene IHinia are too larye for ADB, It is allegced that the
 

grouping of ADD loanus requir..s jetenLial lbrrcers to MLit for an 

inord i w. time while the ADD scnrchrs for loan; thit will add up to 

the minivan1. This is particularly true in the case oF line of credit 

financi ng.
 

This .as sunnewhat confusing and may have been due to 

a misinterpretation of the Project Agreement. Disbu rsemrents under 

a line of credit aqr:<..t !,y A shiruld be ervitted in any amounts. 

(5) ntest ,.t a0 1 

The Coard of D'iroc tuos sets I teres t ra Les for the Fund 

and the Ja;ximum Werato the Nd rate is set at 10 pecentfor ICIc. The 

and the iaqi fio the ]CIls t 5 perrenit. l ero w-re quite a fe., 

ad,'ers," in:,int: en this spliL There are proposals .olower l, Ic 

rates fOr priority nactor l.)an to 5.perot L to the ,rio,ur. While 

these Wxtast are et mlK arily V *juse the funLd resources,Cnfl(,.it i 

are cou ,,rp!K gro' ts, ,:tetoil loans., to the Find will require 

coverng: of fIorein (Yc:h u ;., rwO d exchaLn,ia risk.,n t'I, (ii This 

may require the Fund to reronsidcr its rMCe strucLure, A more detailed 

discussion follows. 

http:Cnfl(,.it
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IX. Technical Assistance 

There appears to be an imbalance inithis section providi ng
 

technical assis ,ance The
(TA). "prive Lely-ovned" ICIs will pay for 

TA but TA will h ppovidcd to "publicly-owned IC s b USAID While 

this ,is inLcenid ti'o excludc priva tely-onud co .m. r I l banks 

especially the fet','.n-owni conoercial hjhks, iL o]so Pxcltils the 

privea L(lv-o, d ,velolpI enlt .ink (s0111 \'2). sin. Se grani. ig of 

TA by USFID is Cn a prml.'-,ive" or "n " basin, there shoulO he no 

hesi Lation to i n I ude them. Moreover, the laJi,,eQ is confusing when 

it is applied to the ICIs. for examplil, IC]s inl ud Credit Comer

ciale, a govern:r't-owned coe . ercial lan (the lar,,7 t bank) and other 

commr ialbank which are privately u.ni. Rural hunks, wiich are 

ICIs, are ownLd in part by the qtverI i:utl through coitribution of
 

their capital. Even if TA ': to
re be of ered, they would probably not 

be able to take advantage of it. 

Alterrativ ely. the " rivately-owned" IC1s proLaibly need TA more 

than the "uplily-ownd" ICs. .oreover, the private ICIs have other 

disadvonuaqs which reduce their competitive ability provideto 

ICediu'.:l irod loI(Drr:' W:ll' lo n!,. 

There were snn jc. oinn t. the privately-w,..,n.,d INis miguht be 

given a large(r '.,Wilt to fitittce Lechcbiicdl assistance. lHis does not 

appat r to bI ap ptopriat -- firt, ecrc t,, it iitred sed di f Fc.rentitl 

interest t' /, untPqssaril ,ti .01(1 hit he aas to mayr' g when 

foreign 1oin, oi inlvel Ved and.-sccoOr l, ecaUe 1loal currency does 

not a ',r, the f etign exchnvieneeded mo pay for fore i gn technicvl 

ass:!',. on 
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Xl. TgisPro ect-A(r(ncal: n.:vy riodified from time to time ,b 

This "ctc( hall" provision can serve as the basis for consider

ation of NOr,, lonns 'hich appear to be expressly prohib)ited in the 

Project A(1 u,Pt. This is particuIlrly so in the "rWfinance" cases. 

(See page 20). 



III. DETAILED COMMIENTS ON PROJECT AGREEMENT
 

II. Purposes of the Fund 

The purpose of the NEDF as stated in the Project Agreement is to 

stimulate private sector investLment in ways which will lead to higher 

output of the ecol:,12,' an. indepindence from foreign aid as soon as 

poss iblea and to inprove mad iuandH long-terk 1 ndi eg inbLi tutions. 

Al1 thou qh 1KhP Krr.Ls 00h IYi haL? resl te'1Lin SO-, et iiilaition of 

private su tor u W, we pl i:ve tiis is too broad o directive and 

that it ,a> rril le in {tK proi: byLOiWK' of a neWr of stidies 

(Some of fofriKihle size.) which in svew innLnces the UA'rMission
 

con:iderb of quesLionable usefulciss. 
 It is the view of the lvaluation 

Team that the froI, should Le revised in order to mnore clearly and 

spec ifi call def ine what is expecLed of the INDF.I 

Progrss tow.rd the second obi:ctive, Lie improveme:t of medium,r
 

and long- or;; !endini instit lonh, is more pp)parent although only
 

in part due to IiF efforts. N,sL iota ble iimpvovcmeuit has been made
 

in the opratLiuos of 5OFII]V andithe 
IUDp. The qualiLy of project
 

preparati,a and review has 
 I '[ally irIpoved. Improvev,:u t in ADD 

operation, is a pparoiL, but noL as striking . This is primarily owing
 

to the fact toLH; had iiitd :lperionco in loan dovolopr;;nt before 

tile LDLI cau inito beir 

It si ould h e Woato l here that the iminprov c,itin SOF:IDIV opera 

tions ha, Wen OcceMIl i, d in %pit of a numher of disadvantages 

under which tiat cr91I.iia ;ion vu ol ied to operate. Staff members 
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of SOFIDIV are not and have not been exempted from military service
 

(as those from ADB and IDB were and are). This resulted in a constant
 

drain of the younger staff members and made it difficult to recruit
 

young staff memhers with the necessary talents -- particularly those 

With foreigcn training who could contriLute to the improvement of pro

ject preparation. 

it is also not:,.orthy that *[echrvi(cal Assistance has been provided 

to ADD and IDv, whereas SOFIP]V has received no such assistance. It
 

is the reconn t-on of the Ev]nluation Team that similar assistance
oi, 


be made avaiit Lo SO])IV. 

]nteret of Lhe conw-rcial banks in develop: n.t lending has been 

limitcd a t h ,aount [ a: sntdnce i q.. edK/off-hrd Lo ii se banks 

has been 1;:cs.. nopligibi. This lack of interest n the part of 

com:nercial banks is not dit~icult to undurstond. Who UK arc share

holders of SOFIIDIV and they look to that orqanizatiein to maintain a 

speci ali;:cd staFf to handle medium ond long-Ju1imt They have
1.nd i-ing. 

done thin , rau:e lonyer-t.im fund:, irvolve, councr. onol seisor dizcd
 
fIlOItC~/, lf ( lCL ( i ,!1)j'...~ lS.,L:I', 'r~l . tr i'L:t,

y p W-'.; requ;.. ..A n,~n ,,piap. r.v,t ire ,dsp:.cil oron
izatin to deal with the ANm and with i:-ssihL, fare.Q' lnderS for 

lonjer--term proeijct: fIundi . The co,':.:rcial hanks hMve been reluctant 

to get into ths busi nes since it would mien that each bLnk would 

have t.o (l:velo; project copbility in these areas, There are few COil

iercial lx' Ks Ihot. have this qpnciol coumpetence at the present time. 

SOVIDIV clKs all theit rosible Fr of comnrci, a1hnks who own 

capitbl stock in that organizaLion to feel that they have access to,
 

http:lonyer-t.im


or can provide longer-term credit facilities to their customers
 

through their equity relationship with 50FIDIV, All of the more prom

inent com:ercial bankers are on the loard of )irectors of SOFIDIV. 

Another related problemf is th.' reatment of foreign courci a] 

banks by E[)VF. Since theL.GVN ha, not uncouraqci Fore ign bWn. branching 

and the foreinln cLs,,,rciol bannihs ar, HoL intcrc;td in d:es.tic credit 

per se, projCeLS prpub-d by forci; cn;n:urcial :ns .,ul, probably 

focus on forei,,g.n, icip Lion. FIT s thee quesLion. is, what ldc, 

position of W! be' Should iLIF K:ip firncy technical assistance? 

Probably notF. Shoul l foreign r't)'FL'isrps be p,cittlcd hi P hir equity 

ratios? Ho,. inancl"i i:provide'? Should it be only for,. should KFU: 


the 	 local co;Ktor kion oF fi.:d O-asS S? 

V. 	Sources of Funrs for UDF
 

a. 	Piaster Funds
 

So far AI]D grants from counterpart permitted NIEDF to deter

mine interest raLes and other terms and conditions. However, some con

sideration shjuld he given to the source of the local cost portion of 

fixed asset s aom; once A)P and other grants begin to decrease or 

become incdequ La. Grants fromt thn budget are an obvious source but 

this might o,'ly (toLtrUi Li , to larIK)r dcefici;ts to b.e Covere( from Cen

tra, [an bor-roings. Consequently in the initial gestation period 

these 	expendi tures would be inflaLiora2ry. 

Another theorvlical possibility is the issuance of IC] bonds to 

the public at attract:ti inecresL rWnoF',. Since a one-year time deposit, 
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is 24 percent, a longer term bond rate would probably have to he 

substantially higher, Probably too high in the current context of 

a depressed investment ci imate. 

A future problem is to filrd a source of non--inflationary, long

term piaster fun!s2 Lhat cain be letrL to ultiwmato borrowers at conces

sional ells. hiT is comlJpOuldd ini Vietnamn because the current rate 

of 15 p crcent is a real negative rate core ideri eq price increases of 

about 25 percent per year. Thlis might be orc more reason to consider 

reduction of iinfl ationary ,'essures. 

Aiit ir fUtt:Pr, prohlem ,iqhht Le the detemination of interest 

rate licy for (iit cuLnturarL funds and counterpirL from ioreign 

loans. As dtescrO d in the followinig paragraph, the iWiLer,,t rate 

on tho couritrO. r from forei loans wo,'ui d ineclu de the exchange risk 

to the ul ti ,ateLorro.er uhle crrent 1rtes for grant counterpart 

fun ds are arbitrarily estalishert at rea l neaaLivoe ratos to encourage 

inves tmeet. The problem is to establish a rnifiedl Wdre struocture that 

would (over exebse;a risk and still provide c;OrCPssi!nal finrius to 

approved projects. 

b. Fore.i';n, txcn.ioLoan 

NEW[ will be con fron ted in the naear future with the impact 

of foreign loan on interest 1,Wes and other t(orals. The issue is of 

course the size of the exc.crne rin.. It in unur.'.tod that ihe 

Taiwan loon terrs are 4 percan.t for 15 r,,-., If the rat.c of inflation 

rema imi , at abnut 25 lprcenL par year, UP. e2rha nntea to (:eonseivai ively 

will probably deopi('cito b\y ai car t 10 pxrCrL per year (nIHLking very 

http:Lorro.er
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optimistic assurp tions about increases in production and productivity,) 

If the hLlit margin is reduced to say 1 .5 perccntage) f") thepoints, 


rate to the IC will , 15-1/2.i ,er.en and Io the ultiri te borrower
 

about 20 percent. Sinoe infla tion in ahuL this
P5 prcnt is still
 

a real ive, But docs a siqnificant difference
nrytlau ratf. it indicatp 


with thp currmil thiNye on ljvwnrinu LhK 15 ppienit rate to 12
 

percent furhar i.rae for
on! la';r Kthe to S purcu-nt ,pr ority sector
 

lend ing.
 

Since thesp loans will he wedium and longer term say up to 

15 years including qrace 1 riods, it would ln difficulL to fix con

tractually an interes, rate a.ed on currenA inifla ti-en rates., As a 

resul. .. a cnnus ' WWerar K' 'rven Vto ho .... theadjust 

iMtrest r-tut ach ,y-r p, 'ir .r on so::r., f,:rro . One W iod might 

be to JM'> by the ppre.. .. n:, C C i;ci, on I t,, ,Ctk ge rat, of 

the previu(5 Ycar for the cient year calculations. 

Another isue is the u oI reflo::,. Curr 'tly ruLlyfliflts (ill 

f tL toloalns lo, or'o char LerpL return Icounterplt 1". o re. 

Slend tt o rt fIc,., i)t 4ould n. ,d to rueqiv fur.hr allocati.-, 

froi cOukiirjr . But, in tK ca, of i 4'forri' lCu! to l ' o lan s, 

ImrF loin r coul, d return V] r'l (ou2ld tof~r 't)!. o , W T( iK Iave., 

be reall (ndi Ln NiiM . taL is it the oIt'. lWniCis for 15 yei" 

ind LiW leas hY i, E iiitil Iv for 'y 5, ., .,'jall i. L havey M 

the uqe o i thpa fMt, Ar 1urtni 1(hlin? Sinrc iltrpt CL5 harqUs 

will cOL. i , he (fol(,iIlii,(lLhee fW ds involves th sanre ilult t 

as the origii,( 1 l O =tl, 
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Sharing the exch ane riskl would probably not be feasible since 

the size is so rm ch laircer th:in the in Lei'cst rate. r'oreover, the 

ultimate Lorro-or is the Veiufic iary of the in flationary erssures 

through. increai sos in his output Lprices. As a result, tlhe ul timate 

borrower should [ear the uxchan e risk wihii parhi',ps an adjusLment 

factor to accout for the variab il ty of inFlatioary pressures. 
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VI. _un. Rsponsi hi1 iti,. 

c. NELI)i- elatio rs with ICIs and GVN Aenciu;s 

Relatio ns vith ICIs alpear to be iimproving--at least from the 

standpoinL of lo n approvcd. In the first nine moni:hs of 197? more 

than 80 perceL of the funds wcnt to the 1l and SOFIDIIV, both of 

which Id cqvuireu a (:clsiderable bcklloq ol industri:, projccts. 

This is<Q"pitv pLt>irn iwl (iifficul Lir. ht:. , the pr ' ;C.nt, of NEIIF 

and M,. OI ii i.- rapidly in:clr Sig] its horLc ;io yn from, NLUF as 

thcy bece:e wore O illd a: proj aL ideiLii-ti n aed prep.a-ration. 

Rolatiou:, with SOMMiHV's hwaii 'i director ,ld staff are understood 

to be (;::c: I n' 

[Reld io n ; i th the AC:;, haa v'.r , aru I ; e c ;l: .. This is due 

'in Ipt'i to th Q . r ( ,nLio] >',ted t e ,inin:.t.r of Agicyulture 

on the ,p":atK.is cf MoUa. t'astai;ld .1 h~ltktionS withb DF 

managc trt;. vortP l es:. , loui! to Ark al. rut Lori n have rec it ly 

begun to iir,;- : IFrpll,. This s pr~i ily diuie 10' d toLn ;vicc 

focu nci = cc i M ,M ':' n;thn Go ric u It I1 , o i E 1 hin '"4 h icHS 

Strevs irq .t,.oiy : to f o- r1 vt f'(,.c (iic, ,> u liur P .It ' rc., 1 1, 

eo,n awi aindyn, d 1s " ito.t ,o, Kcr alcaulr ol pro-

ductio ,, V .i.,I fu. i for r.con'>t re: t iree, c, &te to Ii)irJ td LK 

Th"re irt wlapp a I an iuil it' O l lt . ("Q Ii; Lt rn 

tLDF1F ait! Ai 'v, r :a K dir, ct . 1, to i t a ; i >l:. ,!' aore;. to 

,one I, t, A,,f a s0 ' (I r ';e '..r CL 1,i- r . i',i a url 

While thi, " . ,t 'M;ill L ui" ik W Iu qi to-rolh i';li ii I ;arnv of 

http:p":atK.is


this special limited class of borrowers, it also sets a precedent
 

that since rural bank's are legally coi:Th'cial han:s, rural banks are 

eli gibl e for dirct, ordis,,ly NDit l su;.This will result in compe

tition with AN bra nches in their efforts to provide wodiiu, tonm loans 

to rural lal!,s from KKDF funds. Whileliiis Lank cc 'y,Lition is 

appropriate, cu petition a:ong qualifi d rv;,1 la H!, ,,o.uIld he preferred 

as APB! (radwally wi LhdIIwz Nrow t;o !,hirt tor'n U. fl'5t and credit 

business. Sin:e AN cuntr Au Les alout one-lf of Lhe oriirsl capital 

of rural ho L ,d, su;perviscs the rural banIks, there appco ,rs to be a 

possibility of utnr, conflict. This can hp avoids' if ADii focuses 

on larer p,rojoec> wi Ih it:hrcsor(ev, andI the rural hinL c'Lhj,.1,ize 

smalle r ur ,u;OMMI y rv ,jo s. In aUJi tionM, AN'.,; is 1in itud to 

aoric'sll.,r-, io:lns whil.e rural banks hv lend to both agriculture and 

i duls ,ry. 
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42 ~VII. Fund Operations 

Loan policy of the Fund and the ICIs isoutlined under
 

S 	Section VII, of the Project Agreement entered into between AdD. 

and the Directorate General for Budget and Foreign Aid of the GVN. 

Compliance with the terms of the Agreement isconsidered to be'satis

factory--particularly so since the arrival of the Checchi contract 

advisors to the Fund. 

(1) Credit Term 

Section VII, D (1)of the Project Agreement*provides
 

that loans extended by the NEDF will be of 2 
to 10 years' duration
 

with the possibility of a grace period of not to exceed 25 percent
 

A of 	the term. It has been noted that this provision may be unduly
 

restrictive in some instances. 
A case in point is the financing'of
 

trees for rubber plantations. Rubber trees are not productive for a
 

period of seven years and provision should be made to allow for an
 

ample grace period during the time when the trees are not in production
 

and include some of the cost of caring for the trees. 
 This might re

quiro an extension of the two to ten year loan period and would almost
 

certainly require an extension of the possible grace period. Provision
 

for projects of this type could be made inone of two ways:
 

a. 	Duration of loans could be extended to 15 years
 

maxinmm by modification of the Project Agreement and the grace period 

could be extended in the ProAg to accommodate a seven year gestation 
period should this be necessary. 
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b. Present wording of th Fru't~ cuuld be 1IL diss 

with an addition to the effect, that loan dluration aWJ grace period 

might be ext eandd on a special cohn idera Lion hisi s for proja;cts where 

c ircumstances mi ght warra nt. 

(2) jmrj s cvF. L-oan

a. SevuraI cases have arisen .herein borrowers have 

resorted to conyerc Al bank or othr" financing as an in turim measure 

Owing to delays O iCouLHred in iinil approval of N[ILF lor,:s for whatever 

cause. The assu,',tion oF this furl!ing by th, AM is termed to be 

"refinancing" 
 it mi igjht b LLcr L call:d '"Yr rd in ". 

The UV Wi WIsI, auV, Ls:Ji.'ed fiirn, of this 

typo by the iA.F as crn .: ry C JC\'S1Cfl SACot O, VII, [0(2)P. N of 

of the Projj(At Ar>,.oK., ;ich p.'ii . t}A ;n in iy not Fumi "project 

rclinjucing ,,,.lW :d Ic ir',, tti. lAKAu ,tier; ,;I:,,' W:P lirvs 

that every IL. should A i d( t, ('>2P2 it(e Ii prioces..in of NEM7 

1oa us ii Ord r LD UKt an Ch A 10 nLerud for uh rulund2] . nthwevur. 

in lhu i I <.I !.-Aw. V c 1q,6:12W IT va (.,' ,o',ctin:'d and 

resort to .,h r f in,:v; tun, W ; da,, 'u r of Ae va Lhat, 

refUliii t ,rwid oi prmvA;.J Up to i,2 lAM,] v! thy initial loan 

p~roosa1 an nUL I' ofSh rt" p rovil~ LY loin.
 

h. In (Cnr-;ju,itin A Ai I& '(ti L'(.ure prlran, 

C OAce 01iou lo, t.e:rtn V'I et; LI I a,'rt- tr I irI%' trv 0(ebt for 

several gov, ' t - 'wol,' . . M to:(,,'. I, br., 1)Wip ' ;i. a (''1(5 Io 

make t!h.vi ,t N,, fo ( Lh W to-y Kti t i " ln r,.t by 14I" nc't IL a ', 

,been i fnI:W. in it tLh- Wi n bp, :i: h & to !,n ifril ly ; r.i t rfini, it 



of those companies. 

The Evaluation Team does not feel that a modifica

tion of the ProAq to permit such refinancing .would he prudent. We do 

believe, however. thart consideration of such financing should not be 

exclueiud rr':r so eof 'F1 .e hope that refinaltUP e ic. tivity. woul( 

cing of this typo could bo LL A a Hini:ku=;. In cies where it is 

agrecLd tc ia, LTH!QI: ', to iiv i,: possibilhe eni. )/QiI <':rcc the 

ities for fina, i.;'.ngIth &i.r veart kr(1 to fuoi'"l cj1L of thn };r,;AQ . 

c:. Uith rq.rI to rt : .cn, A crvin k/o o 

modernization I ,''ektints Lk.iht to l' n<ctnliol % UPth sjccr.s cf 

the Pnoj. t , I Q T in y .ih lP i, P toL owo ) r:. inthati 

W;Uld oL ( YL:'. ... ;c ,i'%qn' f n , h, ' ,M n ir.', L capital 

He ii:;pu -:.'n i 1 h... t . :un'. cur 1i to. re:l,.a:elr:m short.

cit.cd ,-aKov , o r A 't:, r : i *!i. . 1'n ofF Y:Otir ri.O. If 

it in d.ut:irvir,. 'K: Q, -V c I AiMt.l:.;is no! a',il)hle ,nd the 

Iut K,f this o s. .t. i 

of tho untvr i, - i il ".K Mor it r.,ir, ,o:.rr:' L.- .a M or is 

(JiV(,q ., ,i t h, i V,:L , Q .'rlih Wlill st ilt hi,' to c,)'a' the 

debt hPV.'ve'r Ihr' Lho t=, 

il(e ['v,,i.ticv T ir, : ts tr1 ,,. ;;,l;plia io,, 

refinK, .ra. . c-ur ,, r, i ,rnn ' t the ,ibility 

Tp.r,. thNt 

be2 Mon up ani ca0 Q, I. Aid (.0051K a~r c% MA; USL U?'IPV s&Id 

the o'pportunity of ru, iO ii.u .e., itcn,, hrinc, 4v c,,c,, ceuld ho 

b'elt :to to L.h,. ,'Yiw,:,j i r N;il! io f 1lno r'.a k: I W CII K,0"i; I a•,N MCA,'!. i 11 a



sized private sector enterprises or to "refinance" government enLer

prises as described above for divestiture purposes to the private
 

sector.
 

EWDF 	 has adhred carefully to the Project Agree

ment 	requirement that loans be made only to the priwte sector. Air
 

Vietnam i vforly cont (Ledttho Fund w W1a prorosal to fininuce the 

purchase of 727 Wing jet aircra&Ft.. The ropos& 1as never forro1ly 

submi tltd. 

In the above ,rant ioncr posi hility of refinancing 

'.ich
government, entcrpriscs a,. about to ho di'ested, NhDF f"inancing 

(ifappr)'Ve) Would i . effcctive af ur tMs divstitur W private 

i nves tr. 

EDF loa :; and hQ OLri( ri ori'v g';;overnimcnt 

enterprias (oio, , crIsid,,& uihr SewtAk %I of O' Project Agree

ment 	which alos fur modfi ckion by ran.l, coeen. 

('1) 	 Snqr KIi hrees'' -PQ for F'irul tira! Wan!

Srcti'n VII i)0 No,, . L the,I iw'Sofro 	 ;Q.Q limits 

for 	 i nd i al1rdrd <, iusi t,:.pi lo.,iU o oni:! To- lines ul credit. By 

speciai ar'r ' : , hy W ; in isK OW 1 LtidL Q. i tlC, a,'ricul tr ,l and 

a(Jri L:u ri,,s Jever.; .:5L pr;ojKd:v in z:o, nLi, ,5, nin ioi ii:i.n s ij(:i. 

:o c(:rc on-L , ... , alir,-, to al inhtCrialk in .....,Ii,,, 

replort pr ,,ip,cd Q~AW ,, n 1W,rL t ,,ic aidI!KYWicf;,,,(R M a~;thvir 

insi ( . I he W ,:-, l:. 	 pre n l. ! . t. in o t a 1 o eiplo in the 

"
il I her fn t 1 1 h. d i TO;, . ' i . , , i t.iL .:'"All . h 

flll) ,._!n i ,.f ',, '' tj:. n ,1.11 Ii '., , i ',C uW i !! 1) " lii1[{ 	 1 / II ;,t,r(- r: t h ;ti 
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$35,000 in (lig-ibl e appl icaLiuns must he :ompiled before any funds 

can be reol ased undcr a single line of credit. This is not the purpose 

of a line of credit and certainly .as not the intention of he founders 

of the Fund. f535,000 w,'as set as tie amoun.L of credits thit could be 

extendcd :efre ruipor-tir tio NI)Di/USi), .oul hc required, It was
 

not the i lio, that all creJit:s ul Lar the hu, should tu held up
 

until th is :a ,nt hod b,,Kn rea:ched. To so rcquir>e is to :(.:p1l tely
 

[ ,sedefea t the 5 fo K.-,liyLt of the In,,ef credit pjrccodure. 

This w,.as TLT .:ND age ,dd icu.ed with id US/,I[ who that this practice
 

should be disconinued A o(ce. 
 It A assume'J tLhat appi'priate 

action will FolCY. 

(5) 1Intrrv:, t 2 H:d Fo ,s 

The r'x 'Lri; interest rat: on ii funds to the ultimate 

borrower is [resaW'tly 15 pTcr: t--U0-ircent poainm to the iLDF ani 

5 percent qoing to the C1 pl us cl::.!-,t fee. [Thu IM also takes 

a lion on t K l,'ical 2'<Lq uf Lt Kiorro'Cr. IIn theeCet col

t(eral is oH : . , and if lKc p,,i,:;e t i NO to he ,ar. [I u1 ii'l y 

worthwhi le, 1. W io ( ( titrtr into a u'anto' aro cuWi ;LKUP 1( 

to tWe a il (.p to 50 ern;eL.) of thCe cre.it r inkC. In1vurh c , 

interest raeV o ty IC.]j il W itdi.J and . of the K"IT iicrea 

in accoir.nc.r AM t.h dry-, of Ariy Lr 1o0; ,.', would b'ourne 

It has Ken i'e'n;rrd that thy i!e ac.ept a 1esser 

portion of Lhe iii;t'ricst orL 1h t tilh oplnont[ piv,, .o the ICI be' 

'In 1ir AS this propiso1, A should by poi d out that 
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the 10 ierct/5 percent division between IIF. and th ICs was arrived 

at on an arbitrory basis to serve as a start-inug poinL with the idea 

that it could very easily be subjected to change should cxperience 

determine or circtmsta nces warrant. 

This is a particularly appropriate time for reconsi

deraLion of interes t ra'tes ,; jrco the GN is !now about to undertakeut 

imlpeHmfltaLiofl of a S5 million loan from tIE: Rpuhlic of Chinai and a 

loan of RiO million is ,ros, tly under acti'' c nrtside'r.;1ni by A.I.1). 

Since rcl,,;nt in fo:i:un e.,chn 0i 1 Ic runuired for a'ih theve 

l oans, ad' Si l'[ ms t c: c o.i by t!eeppnt u c C:ne c ji Mai 

FIhDF and ti M(As. th: r;;kr of irltOr:,t L:-"s taWl cr is: aidi 

M -r ji( i - u . It i L , , , of UP l'va l.uaticil 

Teamn th:it U. hig-hly c:.:ql'x . [.'afr K-.:W? UPE. suLjIcA of an i, 

diate anrd in , A-,iv ; ,tic,, rrvic . 

NI:F ch.rqs a c.: tpat FCC ouf 0.5 percent on unuti.. 

lized btlcats Lo ur, Lt,'r:t to t,:2 re :iLMd loan funds. This 

s y ,is the procedut nat PI thy Un. IAW dic not pA to Ln al 

issue. r ver. th A n of th, (l )irg d'. 'I . tr to be a 

SMIulltus fu eXp2l'indiku' An, oLh " it er .:; rates arc'e t, hig h. 
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IV. GENERAL. COMMENT[~S 

I. Status of N[I)F 

HE[)F was created with the idea that it should be a temporary 

organization and it should continue to he considered as temporary as 

to SJecifi: obJectiv's but not necessarily t.mporary in terms of 

organiiatin,. As preseitly colstituted, ithis no long-term role 

in overall aid f-inar <',ia 1 rogfraw iAg unless it can bc given add tional 

fuctioi5., It ShoLild W borne in mind, hWaver, tl, LlthFund is a 

(VN oani1 at ion and thelrkoe its conti nuuW exi stonce dupends 

primarily upon its con Li nued ts< lu]ni to the OV.s 

The Fund could W trns rfend in to a oLher type of orjanization 

or it could he giveoi. sp)ecific tWkls fro,,i tip to time in its present 

form. For exmple it could be &ssiyqned to ccordinate ioreign 

development loans for the private sector through the ICIs. 



IV. GENRAL tOuLT,TS 

II. NEDF qppertirnal issues 

In genera1 the inLerna l opera t ions of INED appear to be well
 

coordiinated 
 Staff recru itment al facilities appear to he satisfactory. 

- o nOf a total .taK of fif Ly w, thvre are thi r Lwne FU-essiond]s, 

sVy ialfl r M v'qrA irl-yWo four Apariments-


I v.s L Pi tno*nt fl 1innCe a i Wk i u , o<n rch a:d !, vl opiel L
 

and .an..cVL[t and t:, OIice of An; .csid 1. The . l TionAzi,
 

wds bri.fed by ;,ch of tlhn lrd, Pach
d,"ari ,:.n hoh, oF their opra'dtions. 

Thero appos.-, to h su.,tanial eforts by all dwpar . k to iiiprvo 

the iflvus;Kmn cli::ate. This invol ved pvrso, cont(;c k with ]C!s--

IDB, ADD, K; Vl coirrcia bank and rural lanks,--Wi Fh othor 

qoverinv.nL n and for'ip ,cver on:ic:-; w'ith officia1s and aqencus.
 

In addi oion, there a r nuncr'us publ] icati ons, sp ech..s , s tudi es and
 

semi nirs. 

USAID assisted NFDF in establ ishin an accounting system. A 

copy of tho USJ;;IP report is avail abl(. 

Thure a.,<r to bu two issues. First, expenditures for foreign 

travel, srp:i;is, p:.hlilotio i, tc., appear to be e'xcessive. This is 

due, of cou,, to NM's iorprt . ion of ils purpoaL:. Sin.e th'i 

primary purp:;e iE HA l 1wt, tI w pro Mtu of privato ;iVcS'cfl[;, 

1[)f hod to deCIrwiny hat Inri th! 1rvtin oniu]dc oh. Moere 

specific gjuilancr Ir; UAI) couldIva, resuled in a mr( produc tive 

pr-ir i. 

*Se Tahl , ollwi nl p.ig(! 

http:qoverinv.nL
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Second, income from interest and fees appua rs to be almost twice 

as large aq expenditu ,,. As a ru ult, "aind" surpluss were 

almost 30 m1illion pia Irs as ol rn to 25Cmhillion pi<; ers in total 

expen=di W=, fur 1M7?. Of coure, )LDFoU:LxiyQ rent Me:u offices il 

the MOM:i Park Lruiliil and r2'vM:ivJJ OLII Fervices provi!ed by 

the Bani. 

This ra ises an interesting point. The ProjecL Agr(:vunt stipu

lates thaL surpluses will be disposed of by the BuL rd of Directors. 

To avoid increasiqJ the tumitation to spend, it ray be appropriate 

to sug'3gest rheual bud.ativ} and an Luto:,Lic disposal of .arned 

surmiuses to counterpart or the E"VE unl1S LhIOO i agruement to do 

otherwi se.
 

lhe itutrest iMCunn,, is c.eter ndc by the rate charged by IIF 

(which htas ,cn 10 prcant) . Since the grar.t cn r .art has bQen 

provided at no cost, thu margirn is the i;tIL'rest rate ciar aud . When 

the volump r! lodS i,,crLose with no chnn.;2 in r,.tc and relLively no 

change in 10, olfr'staff, surplus i :oi.: will incrr,se sharply. 

I](eV,'e, %',.;cn cunturujr from foruign loon: Kacon avo,able, the 

!J[DF nargin will h,'e tu be relatively shil1 and volume will ho the 

decisive FacLor. 
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IV. GL,,rAL "NINT.S, 

I I. N[D FRelaotio;hi.u. with US!\ID 

USAID relatiosiuhips with EWL!are by necessity governed by 

per foranrce of th objr toives as sta ted in the Project Agreement. 

It is our opinion thaL the Project Aqrenment is deficient on a 

nutkher of paIs in th,:F it fails Lo clearly diruct and define the 

duties of to fund. R:causL of thicz t any di fferentdni icir.ci s, 

opinioris exirt wiLhin the UNAIi Iii .niur as to the l vel of jterfbr:ulartce 

of the NF.Df staff. iThouL cluar-cut guidlir , as to .'Kt consti

tutes "stimulation" to lrivate scnrur invct i, on e;vluitn of pcr

formance is difficult. l life f, lhi: ' r& u i mprovement of' 

mediulmi i,(I l(tih-ti,-i let!in, instOOM ci ., be ',prc.it.ly defin&J. 

l:orking reltin- h;p (:in be slid to ho ceo, '' i', and (DrdiJ- l althuuugh 

more exchany. of id. in n . For ea;:pl, ony of th. prinlcipal 

delays in le-n approval On Uun ltk NO[ of trIal Pr services frail 

Viet iavoq .oLa ,;lish. '. n rv to;d , ti,,10 h, I'( uI t , in a delay 

of Up to alVh, iInthn in .2, l& .i'. r.,i ioilS. 11 coitinuej d 

foroigr ii,, ii is to I, ui' ourn. , titic 1' iransIl " .in . vic. in 

suveral r11.; :, rPti t ,Kp. ior.proidud 

1,1c: lI L.itttr MIT ;Lhi l,' t L. yt; iA' i& tn."tunQr andiuijs 

differCencesv! opinion in U p, , hith O did All) officials 

indicali that rla Lioiini: hova qvxt, ly ii;,ro,vd. 

http:prc.it.ly


IV. 	GEFNEAL CMO;NLtdlS
 

IV. 	Investment Cl .inate 

The investoi.nt climate in all sectors in South Vietnam was still 

depressud in My of 1973, five month, after the cease-fire sigqning. 

ContinuuJ shc inq inc idce:;, labor problem:s, and a 25 percent 

annual e of iloltion iAde GVt prospect s for rapid econ nic develop

ment less thin Lnx. aiyra.
 

Everyor:, contacted ,,,l
t doubtful of an irrmedia te major invest,ent 

increaq, in the vcrnolCy, M '.",how'v'r, w e' vpry optimisti c for the 

lo oq-i inen.' n picture, Presi int, M o, anl Thiu ,'cently 

agreed and ar nnuhCd tiaL eMn:,ic 00c.00,-t K ,hS Ilrity 

itci for SouLh V e! ek. 	.
 Tc,;rJ thi., eM. ','20.or Presi,.t, lThieu 

thde a i.....V so'eJ i :Mc ho tO] hiy hoV,,. > peoplu 

that eco on. c ,:.v:t ;':. t inhigh pri ty fur SK ; and tt.:L 11EDLw 

wul 	 ploy,a s inif leant 'i. UKL crnf- M'i' Mom nid u~uptimisri 

tha t w y . I&0-1 I, pc' 1ua"V" con IC c ,rk ! th I ''a:r.' '".. 

While the rhetorical clipt is,thus !-t, tPe Lc.,rdinatikn ,n, action 

climakt has noL yet, been MnIv.loped, 

http:investoi.nt


IV. GEtEAI. CO,,L IS 

V. Financial1 rforalance of the NDL[F 

AL th, cnd of May 1973 after the first fif teen months of opera

tion, NLIf cenmittc.d ordinary cour, Lerpt 
9.4 billion piasters and
 

disbursou 3.7 billin. i hic 
 connits of pro.ct loan c,-,"i'tmnts of 

4.1 billion iisVntt ill ionon t(1 di 0., d line of cred commit!'ents 

5 billion ard disLaur:m<ants 2.9 billion. In Lhe first fiv :wo=L: of
 

1973, total co:,]i ,tY.. iQitann I iJ percent ",uilc diSbUrs ents
 

incr i 110 . < U'o tt p
ts. ,ttacL hin an on .. increase in cvr~'iit..
 
mentlls inl lthiq p:<qt, qotjrteLr, O W to Kay 103. and n7,' disburs"
 

mentst . ich ,. 'lciJ h .i . i inlive of credit 

disbuir 'r~ . Ion . 1ic JI r (u2 oly Lotoi,. 

A ul> L F) II, d 

loan CCo :'] 

. t ti !t : ; -w ks , h ,, -t roject 

,"n<, at 2..3 bi ioin while th, ,',ni ict-own d I rdustrial 

[1ovcloq,L:, kni, ( : c, i.tW. d'. tillicI estrh as of the end 

ofr Kity 1% )j. tfvJ (.r, Lih, I!; diia vn i AJ hall a billio( ,hilr

L(ittCw,'. 

in.,t u i , ', rc. i''d linn o ch in 

SO[IIV di:.Lh :, i- hi f t it " of o billion. Boti 

P Iil 1it, of crodif but ain I 

disbursrk 1. bill n v wl., .,)I Il dkir . .P" L t il of thAL or 

ON.hilliui. I. . f r ki , . 1.InP. , 1 I d. n.L I::'vt proj:et 

loanl 15A! d . liin, of tr . t : 1liq ton bill i , i 'n., i of whiclh 
a'l,,o-I ,iil ]',.i , ,,i.:...'(. Va, I1,[21 2' b,! i 1,l,, In, lil"", , (,i t ,-ils, 

i,[.IJ! s e" :PlL' t~; ' i: i . ,A.. '. I] , ' , 
t, ,  in i K~;. ! 'l ' , / ,., . h '',ll 

to 55. 2 i iii w' o h 33ion .,I," i i I.5 L! ,0, n::.i,rojoj , t 



loans (lpriarily frum IlD), 1C.6 million came from interest on lines 

of cred it. (primarily for 1DB) and a .A million from cumimboent fees, 

half of ;,ich comp from SOIDIV.
 

In thu firsL qirtur of 1973 Lotal inc:na at 52.8 million almost 

equalled the prvicws ten ronth!s. Of this, 32.3 million piasters 

came Frow intu'reL on liies of credit, (priit ily frm MDB), 18.1 

million rum intur:t on prujrct loans (l. l,y from II,) and 2.4 

million .':,.s fru unt (half 19F IDIV) .,r.iliD:'o cc'v::.: ficu fruo See 

Table 3 for details oil BE1I[ i nco: . 

FRecons r : ti , Fun, 

1he (MV hon r,: untlv rid- on2 )illioen piasters counterpart avail

able to r .'....trwctic.n PA ' T dotc 520 mill ion pia:tersAN ..

have Van rw ,it1,,! un:ar a IUP,of OLdiL, i it A '.,c;tvd S it 

200 rillivfn id,tmKQ of lti; will KiAwynciKd in Ai tyt motl..1 i 

H-i",l, yor, w t lrAdinq! ",ill ty undori;.:it!:t o,4,ll r t~ , U o, 

Liine of it ,it.. w ', nt , tE 1ii1 o l rt, i ; n , I n . di 

for 20 H i on il . t q,'(h; , WKIV l0 i1 ion; ,In .lr''.cC:O:' r

cial N o., i,r 'w101: ki;l l li,-!, i. hi. ; () i ;n4 w: tit,., , 53 - .tl 

per lC S ' i inn'tik ; inn: Vn,"Q ,,:' L furt Ar,,yrr+il -fund,. I he 

ill i 2 VI> p rIl )1i1 'i i a ,qK I i I1 '<1 1t. 

thi' co 1 1 1toi* fr 2 K ''' 'l . ' 'I ;( i i r3 . h 

rol I 2 lto , vf'o .
 

N1 1 i:. i , d l.AI t. (W i( 1 I.'l ('ff :ni vy','2( ;,,d for
 

about l . IU 'iili,' i,nI wi t, oiliwi n liiil in 19/3. 
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The estimate is based on rece nt initer.vst ,xp res. se( by ICI s and E,[DF's 

rule that only property damnagced or destroyed after )anua ry 1, 1972, 

can be financed from the Fund. 
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TABILE 3 2 

TA.TERNT OFC01MrITIENT MEl~ AIMD INTEREST BY QUARTER 

-Quarter . oulitment Interest Interest Total 

Quaterfee Income, PAL, Income, LOC 

- ndustrial Develop- 327.287 5.646.027 , 5.973..31. 
ment Blank 
Agricu.tizal Develop.. 212,328 212.328 
ment Bank 

- ID3 587.583 11. 292. 05* 2.161..726 : 1 .0l363 

- S0FIDIV 1.4f08.772 l.&3o835 862.848 39145 
- Bank of America 120.853 125,,-41. 216.29 

- DB 1+17.890 11.292.054 9-391.1& 21.101.1,08 

- ADB 615.097 - 601.531+ 1.216.631 
- SOFIDIV 1.296-77+ 2.520.547 3.55M486 7.372.167 

- BOA 74.237 1.003.666 - 1.077-903 

TOTAL 1972 5.060.821 33-523.624f 16.572.118 55~.156. 563 

- IDB 1,,045.478 11.0 46.575 25.249.,365 37.34l.18 

- 80FIDIV 1.39)-.591 .810-315 7.067.013 133.0 92 21 
"BOA 7.738 2.212.)+oo 2.220.138 

TOTAL Q-1/73 2. 141 7.810 18.108.290 32-316.378 52. 872.'jM7 
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IV. 	 GENEWRAI. COMENTS 

VI. 	 Proj cted Credit .eq uirew:n ts
 

The rlED[F staff made "glohal" projections for effective credit
 

demand fro NEIT81dur'inq clenda' ,,'ear 1973. The projections were made 

at the fi 's t of tho year w:hen the inves timunt cli awe ,.'0 s very severely 

depres s(I. 

The total private sector loan requests 'ere es timaLed at 12.6
 

billion pi 
 steits 	with about 54 peren t reiqi red for project assistanice 

and 	 46 percent: for line of credit irLctieqs. 

NEDF [.STI18dIF OF 19Y3 ,F'*I, .... C," i ,U'fiNIS 
BlY ICI PPI!VAi lr 5!9 :'''' ,iC 

(in hillioI., n! piater.;);
I is 

Type 	 Rural 0ther
 

Credit 1hfl SOFIDIV AM, Danks IrS s Total Percent 

LOG 2,32 2 ,30 1,040 	 5,712 16 

PA 1 58 1 ,30.0 1 	 35,25,,C4,<,. 

Total 3,910 3,60 1,010 450 3,250 12,6/0 100 

It is significol to iv-te thatChe AU 6n. rural 1nks do ni.o 

figure proil i ti in he pioIuoi,d lin, of ri c', it (.' ,cn d. In fP ct. 

the M a m,' 1973 ,i.,o, of 1,0 0 tili i a,''rs For LhP ADD nu;.,, 

anpears; to I, 1t". Th is due to Pr.(:''-" i,t lik'. ,prch on M y 20 in 

whi ci Ie pIac ,d hi yi 	 r v i rpr ior i 1', pro i, inn j o Io fw,i s to vi(outi

aqe O;ri liriitiiv l ,,W(Hton . 1:: A, in in an proccn, f piano ini a 

cr'di 	 L pi -npram r- Ju,',i I,PiQ 1h i"iiu'. iOritic; n sii'Ju:Y; iid 

I!ln d i ii, , I. 



-34-


IV. CENERAL COrMMENUT S 

VII. Stin Iuiat i!.ns t..ent 

To offse L the neqaitive i evestaient and development climate we 

suggest that the GVN vpry soon take specific action A both the 

indus trial andci au rictl tural secctorq,. 

a. The ]Iridu!,tryi l Sec (r,! 

One of the ;ore sii icant act ion s tht the CV n iqht take 

w1ould Ibe to ,u.ra ! a the sal ., of pri,,aci firms if M.cy are unah le 

to move alI tih Wy'.VUciucc at antoccp)l I l(J,1q" S"uc!h scl.cri is 

nec,.ss arV'qi nc, th-P f ( : LiveA & mand i,, W .i i i 1, A i run.
 

This i s thp c; ' f ri fe rt.ili n, c-i !lt , a(A Prodt "r 01
 

n
pri ter',hel'" M SM j Ar s'. o, r(),:- ,f d qv' no 

vr, he E W ! ol ,' ft t r iwi iii ntti in i ,.At ,, only a p rccnt 

oif W i es roadc ic. quatt o Frit krWii'.rv itt!1 2tinn. 

Th ', :(vi',<nt of qunfir,::ri . ! M-,,eln',i ti t the private 

,t. I: kI n . ' 1 a. 

output a coh"l't , e iW Q, A le 

firm en i ,W'l i , ii. :: c i he :i imize 
. A, LKInuch i !, : 11 .I Mo utin u:r.,i L fln,,I 

conmu,rcipl {WnK, tninc, An: ',i'' '/i}=1",eH A, iq;iz,- W I ,, iClQuMforW K ,.nd 


thle m;oq%L piltf oni tho' n tr('.,w l (, ; ,h, . !i!"''lIri !,, l 

0,1{I, "0iIt]ci (or i,!IO. .i 1 ) H' Si I ol }pril::ory 

inluctrioi1 f i v , ul IK,I , n, iit, , a v,,,r of , ti, and M AIiotld 

f- [e l L i , I t{( a,I i ind s I ,'lrj -d x, ti,(n U i 

Anr2,' (,Il,ii!.i W a, ii ulPi o tbr , I n: , w ,,, loth ,. ,,', 

been a;dv,,nad i%, W;N'f ,Mu d l i l cy,: ilv.w w¢:, rn ,, ," t. inann, U¢, 



belie\v thA the quaraived hasvqIp5roposal is superior since the sales
 

approach requires subsidies 
only one year at a time while the equity
 

1loan pro:o&,,,l would involve sulbsi dies 
ovar a ten-year or longer period.
 

Given the 1lilely prospect: 
that. effective darlmd will he sti'arip, we
 

believe that the c,:ounL, of the subsidy will be snall since the GVN
 

needs to cui e uost of the i term for its 
ar y anid for resettlement 

programs.
 

l
b A rinuItu sctoq 

lTbh(,re is the tem ptaLi on to suqjest Art5nrican -like compolex 

agricul Lur l cc nod! L, ,'n, a 'P., ,n' Lh- (in.Vwould (,sti)li sh a 

glrain st<hili;,&L nifund for ul andbi 

to buy in tI 

Ciio (,,,vl ',pc It) ntadli rt'ady 

'i PI: J. a pric" , '.Wit ,.r f ifi.illy en-

COUItor l1.W 00"t. c'-" , in- 5.t . M urn . pir, W 

rather would nt 1 W;.' v 1(Av P! ( i'ii it IK '!:ll fark.rai , 

a siper'i' ,iqrti. til ,roAe.: pr:'i mw,a viyriu, (,a'tonsion ,Cr-

ViCe WI t2 ari iLA i orkini uLitnand ,i a'l I ed i ">iro chr n l 

dovelo ,Ir iI. i , t,p CX', , i i ;,r'F:., d Vd 'r; t-;,,,i;i roo, i c.(:5l . 

'ftile ;'! ' 1,', 11 ,, '',' r l w! r(! ' ,l ;, '. ,l '!;, li'!1,t11r c h ,' e, .s 


p n r.uarl ntYon r, , K~~ir, .li' 17i! -W' o ti" i P''!loA' 5 M:e v, rie~icn-

es ,,cidll.,,, (coi , ',triO: , ,r, na.,,Givpi(r W - r f !i Q ts (r11
(J~lordn,, .,ii.....t! , F,oi n tt(I ', r .. i,, s,,a 'rv af.tItl05rl tl t1 ',; 'll IJr r' ', ,V 

ex1 (i,tt Anu 1 1 K ornt'21('j &M,' rtO,' of stap)icO 
such a , riu( In' -;. i t n r 'l. a'.ir F ." 'Il n Ii as ,, 

clo;r;icti n (,+f. ( -'K rhi C st.v I," ", l , s in,, rr,ldfb (thin 

ayl)' tur)-n ' r i',, ti', 

T c AIL; i,I ; Iti, llI K., Mnu .ld c L rat, piiW rilf on 
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their traditional ol0 of providina Supervised credit to small farmers 

ond to encoura,,in( and coordinating farm inputs and marketing. We also 

believe that if Farrers ,areprovided with an upportuni Ly to purchase 

inputs (includi w chin r',yand equi ;wot) tha thMy will he like 

farmers the 'worI and 

lPxpddil(g
 

over producy mre tu ine rcoae the-r returns. 

We bl]ieve that :u(h a ro'jIai i :i t , a!Hl iCultural 

production the im ; ratpi ly and over lAP will i to in diH 

predlucti(,. Such a pmngr , will also keep SVA agricul tural priccs
 

at world levels.
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IV. GE NERAL COMMFN TS 

VIII. Possible New Pbjocti\,e.> for NFDF 

It is not possible to specify precisely new or additional
 

objectives and fu 
 itions ter NFDF at this time. This is primarily
 

due to anicilpatH chIonp the
I in organiz:ational structure of the
 

Vietnar Ko vern :.n: to implIuw.nLt massi va eco:nonsi c 0s:\,elo rwnL and
 

reconstruLtion 
prog LVs; anid al5o (bLi to Ic, ile chn(oo- in the type 

and vol,,, of AIl) fui no, and ot..r funding 'ith rel ionship to NEDF. 

The foll.,ini aire c, p ,osi!bililie,i.IK have [eer 'nLioned or 

i m,1 i ed in our coIv 1 , , I i ons 

a. The Koi eon 7,"oe Fcnno'ic lP1 suni no Boar. 

Dr. Nq.. NrW suqostcdt,,i,Van lao, , th he N[D- could
 

be transformed into 
a super -nitrv '}hicii ' old ieflect President, 

Thi eu's c ,i :n ts' and iri or o i plties ;rjon L econ,:i c devel o;nment 

and rcconiSruction. If it follcws the Klreny r':edel, tlhere would be 

a stron(I Dputy Prii'e inister Io would coordinate nd in,,,elsent the 

governweLnt's ecoinomic plan 8V(;1&l the minIISiLriet-,. In additioi, it 

would have the control the Ihis would ruquireover hudpL. substantial 

personal attuntiHn b thp President aid ca int ini s. 

The fu ,s l h (o, n.Cfi a i: rJ i,,ii , wonuIdi fl low t eij 

nor al ad ini's tralivp jirecedi, lIt the r,,lkini ., (irection, (ontrol 

and priorities wnold lbe .,.,i h,t! lcWi,rn,,vic Planning Board which 

would ie rvsro!lsihle for achipvro i of i: ov.rall qnal,. 

Presidt. i I in hin 0;y 20 srch orppqard to have come 

close to this KJor,n mmd i lb sowo po:,iI h diffeiriccq;. The 



Leadership Council for Reconstruction and Development, which the
 

President would per:snnally chair wiLh ministers from relevant parts
 

gov,_rnmwn~t diroectly ::2nt
of the invo], ved in econ:mic dledvelo and 

reconstruct ion, 'ould h assistP ab' M Mi
(mel co:'yisnioner who 

would hi;a\ve (Oi~t'u I 00K s iipor,,,isi, (r ol pln icq, bud,,i:c ond statistics. 

I is unu i ,nk l .!;<,7. I k w,11 n.1ltt oiuJl hhe in the Office of 

the Pi'esi i thile (t iS', :'sn lyP',' ca!hi not. tuC n.f~l corv..l i hr-

rank he UOi d nltl.h a, Iw.ier of the LA NA,. Of cOrMP, thM form 

of the ornan izaion is prohac ly 105.> i i:;,ortLi than the siho>tace 

but it do.; not provi ,Ythe hureducrecy and lhu!lic w'ith the idea 

that thr, is a lore',inent h,hift in hY strucin, of aov:rnis.nt that 

reflects ;olicy priiLies. 

While it. is not niuc !SnVV to foll(7,,, in detail any particular 

form, Si npoore' [cwo.mi c MLvlp m I. S;o;rcd (now'defunct) does provide 

an intei7ecii to K im. Sip cifi &dll,,,i .:1A,oul]d h ,lirI.?' d to 

focus sh, lly on prLicul pr:oduc : oir. e-it M . prie illr I in oand. n 

a(]'iciitulv and iidus, ry tit o jiidq. forto by difficlt orAnC 

inves!.oi; 1ei. w ,p:p ,.lTi ex:hi of Lwi'O dinlq iiv:noIw'lit anid 

fi nancial L i \ to do',,.; i (:i d 1 , i l in''';i or for !,,rific 

acLivitis lUily cx irtil r(i1 a h ., td ' ! I,' rrui(I 0.,e,.( of the? 

Economic 0i u.ant or,. in ti,lo K IL tI'I' Ii0 i 5 (;i , ' lien %,'as 

,though, to hiv'e out.liv,, in u'fulPW ;"rid hLi; ii rco!li yfoev.! , r (2' 

dovtlop., iit 


1he Ito!i~j ion , rn'l simnly rp'onlt indiri e that 


d h,,,? 

i, to under 

http:inves!.oi
http:aov:rnis.nt
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certain conditions there nieed not be a strong governmental organ

ization to plan, promote anid ii 'lemtdevolopment.
 

,.V,_ 

'E)F could ocom, a dov 1olp:ont policy research organi zation 

attached to th, Office al U:- President or Leadership Council for
 

ReconstrucLi oi and Dvel c;:',n!M to be chiired by the Pres ident. Since 

ltii s Counci l 1.1 . rIIh 

c. 	D oe! , Pol _ I,. :eLt t. 

; ponsii[ibl. for .u' A(no m tr..ct...ai
 

develo:'i i i tlicislic., eti,g
L pol c i~ ido for P rcio priori tips,
 

for mo>ui lizini, d imii,,teri,, i in Ban,dl coordilnatinnE d o:.stic
s p.pIJliO) 

and foreiqn moe.urcs for tW, eco>e.':,,, iH ','ould app,r r(-Sonable 

tt a policy re-crhrD tunit ,oiul Qb incl ,d, 

Lw i , ; ff,;or 1 iA : i t e W' D','p, , 1o : i t L . !stutu whi clh 

is fnd'-d p rtl, b.y lI O 8N h !. a Krrel'iLionsh ilpto,I inqi U is,. 

the H rvrJ Ov, It . . Av '/ A(i1c A. i pro,-1' o u,i,,. , 

to hire f ,Ini(p.(n "t tants end SpC Ci al'; iind to tr'in l ,ild fad 1i tate 

WO'k of the !:,ii staff. It ,meul t, i M fmm theV frent ,'iol of 

a plan: i i,, V .,
 

(I. 	 lov ,l , ,f v 21 ;tl OrtI ,' ;r , ! i 
L 	 co,i.. . . ........ .........
 

C~ .~tl ,r' ,b;.,cl by"1.
[ the, ,,,tlIiil Pet!l i:i..li i 

respons-ible for in -' rirta, / ,ti ( '' . O l [n: C,'in 1rilo . B;an: 

could, for ,;i i , h,,.,c 1', u ux' , " l [oli I ( '1 u! fim the 

ncorri:;; 1f1un1 I , ,:, ' - , 1 W'; hn , or I ;td , '' i i . ,., i 


~ I.it"
M MOliiI£~] ,~W,( m,<l hl~v, fh," iurli b, .l . it in,, cIontrol ald 

suprvisoni rf ' Q .K or d,',: I, I: i';, 

Y ttlbi 	 l i"ihe 	 o(t' r '!,!!,tC'V0Il(;!- W ,o,!wrvino and SI i e ; 
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.o..e i.e.for el L banks, medium and lcnq-teri lending. lhis 

could include ratici;r,W in . i ng foreinn dvloprnt loans and 

would leal o a Cli,2 in svcurinr qo\verir:ant qIJ,,r;t<', and in manaqirno 

the external &M t structure. This could he an appro)riate eTchanisia 

to control and Coordinat, all fori on loans and ether capital flovws. 

This slq', I en would ur e.ed Y n,(,; tLly Cen tralw the 


Bank fro:, conmh ri i n (, :vert- L.e u Pii i n;mf via] credit (whi ch
 

is a relati\,ely SWa] I froution od 
 (' ) to include Siort--.Pr agri

cultural pioducticq crtdi! 
 ,hrouearuiol banks c! supervisin and
 

control of d vi,,,e nt cyr. I and 1), nl .
 

e. SOI . W. -0u(hi 

(: l; , ;' Liu, foi t no'xt year or tv'o vith its 

ctrrF nt Oc,j,",i v. ovi,' the i O ur ;nl; t' IW id ng 

capabiliL,/ Q qpnjii (CiKof UP.' wit W i C a MiI(,a ri oi ew 

,corditie M fd r sarh as fow.ibj l(o, '. % Y p ,.[, I(uld 

focu, s r, on V i.ll and i li,. Sion' not r 'i , i r . I;f" S; ill 
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