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A. tenON (Xl -l 9,X-~r.>(Y&{F.:_tX':~R.'{ LESSO~jS LEAR':-';ED C. PROPOSED ACTION
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l I I The Agricultural Development Bank ('If Vi8.tnaw. (ADBV) an~
J its ancill~ry private rural ~anking system (PRB) was I

I
I I makil:g substantial Pl'ogres.s in financing agricultural

I
I Gevelopment until with~n a few days of the milit~ry

I I ·.:ol13pse o.r [be coun~t.'y. T~~ syste~ \"as, in fact.,.
f 1 reaching out to provide credit services to the masses
! , of smal L fanuers, foresters, and fisnermen. During
I 1 1974, 84 perce~t of AOBV's 580 thousand loans were in
f I amOU:l~S of V:~$ 100,000 (apprQxin~ately US$140 .. 00) and
I I 1 ess. Borrowers were doi;--.S rem.:lrk~:"ly .:cll i.n meeting

I I
their credit 0bligations ..rith repayments to ADBV
amo 1jD:::ing to 93 percent of maturities during t.he pericdl

I I' ~lc6-1-74 -.nd U;J~ "c· l1 '''t~ on a""ol1nt;n('r to 96 pel"'cP"~ 01- II 7. :::A. ~ .L r'\..L.' ....... -. ..I- t.: ~- .. l. ~~L - ~ ..L - 0 . - _. - '- I
i ~atu>::ilies from 196r-74. PriV2.t8enterprise -demonstraqed

'I: II its intr::r'::,st i.jLpa::::.~t<::.i2Cl~~C?n-.iD--_t;.h~J:tDaJu::Jfl,g:Ot -':T \
,_____ ~.•. g.'-..,r~-cl.l~.t~=-.~2-d-ev ..e.!?~.,,~.n.~.~--~.l.:r~:. he.-.prof"i~ ...m?tiv.--?-__t-:~"f-.~.j-l )! _I sY}?S ~t~_:f71l~.<;:}]_- __b~r ~ 2!J,i.~ed~. Q...t.tl<:_.~P~?:_~~l:..c:~.£__87~P r~_~.;.. /
! PREs "Jer0 dernonstrating i',it:i.2.tive in obt:aining ;'( -J-.. depo,sit.s and in ~;aki~g c:editlser~ice: available to '
i I small [a:!:'P.'.ers at the vi.l.Lage eve.:...lhe ADBV

I I demonstrated it3 abilitv to extend large numbers ofI I small loans, Ou'. i l: b'2C>.1\ne obvious ':hat the heavy
. work load in the oranch offices would be difficult toI sustain ~lithout improvemen~s in the hanflling of paper

l flows and accountir!g. The handl ing of masses of smallI IOe-oms preclud~d thE: [.ailori~5 of credit to tbe needs
I of individuals. ~ll teo often this resulted in

I
insufficient: cred'£i: be~ng .nade available to producers. __________
Credit rationing ~-Jas also ci:lL1s8ci oy the scarcity of

_J I funds far lending. There was a~tiv8 intere.st in th~v__L_ .
;, .1LPL~'''NI~tl; REQV!AES r--:: "-_.-- ,--'I ~ 1£. OAfE a~ "'IS~")~ ~-~~,~w'

-E"'S!':!) on ... £~: Dpp'·:>p LJp,r rll""o.!.G [JPIO'~ 0 PIO::: U"'Q'P .1
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LESSONS LEA~~ED (continued)

in the ~~BV becoming more ?f a banker's bank which could provide
credit services to PRBs and possibly to other l!retail" credit
outL::~ts while increasing its role as a provider of medium-and longer
term credit. A sUffiIT1.ary prepared by the Ameri::.an ~~~qt~~I9J_~ommerce

___!E__~~i etnam revea1 ed thatfneAD'BV1PR~=~~j:sE-~=Ri=:o.Y-iJted_,.ap,px.oxi~a£gJi
one-thi:ra- or--a1!' tne~-TirsfrfuETo'naT--;;redit for all commercial and .
~gr~r~~i~~~r-~i purposes·"{'ii"1974."··' ""...._->~-...

~'~"'- -- .•... ~. --_.~' .....

._._ . .... _.__The...at..t.ached Harch....12, __.1975 ~gri.c.ul.t..u.ral.--Cr.edj t Proj..e.c.t.-..and--Re.vi..ew------
P:::.per" and April 7, 1975 llAgricultural Credit in Vietnam General
Information Concerning the Agricultural Development Bank and Private
Rural Banks" contain pertinent information relating to these insti-
tutions and the project shortly before Lhe military collapse.
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, Vietnam

TO--------'-------:-:--:=-= -..l.--:::----:---------l-- _
II. PERFORMANCE OF KEY IHPUn AMO AC)' ".l~ ACENTS

________________. I
X7 , ~ ~ Xli, ,.'•• PARTICI;'ANT TRAINING ~~

Co",,,,.. n' on key facio'. d",,,',,,ini"\} 'oling. The management of the Agricultural Development Bank of
Vietnam was keenly interested in the quality of its staff. The ADBV conducted a strong
in-service training program and took full advantage of all participant training
opportunities. It nominated qualified candidates for training opportunities and placed
returned participants in key positions when they returned.

5. CO~OOITlES

During previous years, USAID had furnished the ADBV with limited numbers of surplus
vehicles, office furnishings and office equipment. These items were being utilized
effectively in the conduct of ADBV's lending and banking operations.

____&__' _(:_c_~_u_:_~.".:-~-T-I-N-G-_:~-:-·o_p_:_:_:_:_N_N_E_l. _

, C~,,' ·on I<.,'fac'orl cl.'..."jni,,~ '01;n9,

Although the ADBV was reasonably successful in obtaining qualified candidates having
the capability of being trained to fill key staff positions, the low-levels of pay and
fringe benefits resulted in severe financial hardships for employees. There was a
great need to develop an equitable salary and fringe benefit plans which would provide
adequate employee incentives and promote integrit~

,. OTHER DONORS
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The ADBV was actively engaged in seeking financial assistance from other potential
donors. The Asian Development Bank ~nd West Germany (KFW) had previously extended
credit,andin December 1974, a second Asian Development Bank fisheries loan was
negotiated. West Gernlany (KFW) was considering loans for grain storage and farm
mechanization. Potential donors were reticent to become involved in view of the
dete~ioratin3military situation.
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toment of lines-of-credit to enable selected l"uralbanks
substantially increase their lending.

III. KEY OUTPUT INDICATORS AND TARGETS- -1'973 T ARGE TS (P.. ,c.enfagttIR"t.IAmoun'J
\. _QUA~T IT A TIVE IN!)IC ATOR_S•. ___
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FY 75 FY 76 PROJECT
TO DATE TO END-

( f~/O.~
PLANNED

2.9.0., (\tV\ 580,000 640,00C 650,00C 650,000ADBV borrowers
-~ .

.~ACTUAL
PERFORM- 328,961 251,110 .

."ANCE , .'

REPLANNED .~- , .. .
.. - --- _. ---._._- .._.

"~_._- PCANNf:U-- - 3-2. 5 65.0 102.-0- --120~d-
-' 'I30-'-'l')'-ADBV loans processed

(VN$ bill ion)
ACTUAL . ,

~ ~
PER F'ORM· 33. 1 31. 4 •
Af-lCE

t

REPLANNED
t~,

borrowers (No.)
PLANNED

37 .. 500 120.00C 175.nno ?40 .QQQ.PRB 75.000
ACTUAL

47,8491'PERFORM· 50,98ANCE .. ....-
. - ..'

REPLANNED

-
PLANt.;ED 6.0 12.0 20.0 29.0 40.0" . .

'/
.~/ :'.t,.<.•.. " .. "",.,.;,."~"~J'" I;.//? .,,)'/" l)": ,.J.

ACTUAL

1
:!

PERFORM- ,
.<;' , 7.4 7.1 ,.' ,~ ;""". , ANCE . , ..

;/ "
'(ofif .

REPLANNED ~: :.

~ ... . ~ ."...... .
.- _.

COMMENT: The ADBV install cd rented and. beganL QUALITATIVe: INDICATORS a computerFOR M"JOR OUTPUTS

processing its own central office financial records. PI
I.

underway mechanize accountiag in bra::1ch banksMechanize accounting and were to an
:Inanclal recora system of thE thought was bp.ing given to the inclusion of private rura
wBVtifStbrrnches,&private bank accotmting.

ru a ,an ~S.

2. COMMENT:
:mprove capability of middle

The ADBV management acutely of the need to incwas awarelanagcment through training
the number and quality cf middle level management personexpanded delegations of,
During che first half of FY 74, the ADBV recruited &: proluthori ty.
formal & on-the-job training for a group of 28 candidate
was making plans to recruit a second group..-

3. Establish lines-of-credit COMhiEHT: \-lith encouragement from ADBV management, the Rura
lnd a workable loan guarantee Banking Director was initiating procedure for the establ-
;ystem to privatr private rural
}anks to extend increased
}umbers of operating loans.
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IV. PROJECT PURPOSE

Develop a capability in Vietnam to pro'Tide agricultural credit expeditiously, on
reasonable tel~S and in sufficient amounts, to assist the development and expansion
of agricultural production including forestry and fisheries activities .

............

s. 1.. Conditions which will exi.t wh.n
. -··ohov. ;urp~s. !~'-;~hi.v.d~-···' -..

The Agricultural Development Bank
of Vietnam (ADBV) functioning as
the primary agricultural credit
institution in Vietnam, accepting
deposits and making direct loans
and supporting? variety of
seconda~'y cl:"~di~ in~t_i_~~~<:)~s ~_

including but not limited to rural
banks and village credit committe~'

by providing direct funding, line
of-credit, discounting, training
and supervisory services.

The ADBV thru its promotion and supervisory
efforts brought about the opening of 84 private
rural banks between 1969 and the end of CY 74.
The Rural Banking Directorate liberalized its
discounting service and was moving ahead rapidly
to establish special lines-of-credit which would
enable rural b3nks to provide credit services to
an increasing' proportion of-small-fanne rS:- -----
Action was well underway for the opening of an
additional 25 rural banks in 1975. During 1974,
24 PBS were opened; the number of loans closed
increased from 50,981 a year earlier ro 90,041;
collections amounted to 96% of maturities, and
deposits increased by VN$1.2 billion.

A Pilot Village Credit program was initiated
in 260 villages to test out the use of Vi llage
Credit Committees as a m~ans of facilitati\lg
credit service to large numbers of small fanners
who otherwise would ha'7e been unable to obtain
credit. The ADBV established· a development cre-

dit dept in order to facilitate expansjon of •.
--------------------~~;-,. l me"hum and longer term 1el1'-'1.ng.

"" .....,-..""._ .....

The ADBV nearly doubled ics lending activity
during 1974 in terms of the number of loans
~losed (580,127 'IS 328,2..61) and volume of lendin§.
y (VN$6~.2 billion vs v~$33.l billion).

:11 TtrB-basic i-ntcnt of the ag credit
! Qroj ec.t. ~s to support sound & rapid

expansion of farm, fishery, and forest
,--_.£E_od,:!ction in_~_ through the provi sian
, of .::>o:c:r>ntial crpd't.· ,

~. • • ~I' ' ~_'-'L ~cn: dl prO_ft'R_'Rft "ClCI.l..-~,h. ""'!I"~u&. Af...I,be",ftGf..c_1
8. Will ,he achi....m.nl ollh. prot-cl purpo•• ",au a .11I"~....-o;--,............~on . W"'_'--: ", '""':"'~-', ,:-".". _ 'j'_

problem? CI!. e"'d.nce. • THe fiDBV recrul.ted and p_ovl.ded cra1.nl.ng fo1. ",,:j

The achievement of a strong ~g credi~ lmiddle level management employees needed to
system which provides essential credl. t Istre.lgthen its staff capabil i ty.
f0r farmers, fishermen, and foresters I

'11 It" r cd P"'Od'llctl.·on IWBV management initiated the establishmentW1 resu 1n l.nc eas ~ . • I

Th f ' . f' ts fo~ TN rice ICombined Inspection Committee to inspect ADBVe 1nanC1ng 0 1npu ~" ." _ ,
. t~ '- r' a exap'ple Ibranches and or1vate rural banKs Lor chc purposeproouc .!.on l.~ a pun... ," • -

of improving audit, inspection & control techni-
ues- The ADBV installed a rented IBM System 3
omputer and was in the process of strengthen.ing
ccounting procedures in its branches~
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AGRICULTURAL DEVELOPt·jCNT BA.NK - VIETNAl1

I. BACKGROUND:

The Agricultural Development Bank of Vietnam (ADBV) was created by
Decree La~., No. 27/SL ON dated January 31, 1967. The Decree abolishe.d
the existing National Credit Office (NACO) ~'lhich was established in
1957 and created the ADBV as a legal entity ,'lith financial autoncrry.
Its goals were t~e development of agriculture, forestry and fisheries
in the country. The initial capitalization Has VN$200,OOO,OOO. The
ADBV is administered by a Board of seven members, chaired by the
Hinister of Agriculture. It has a Director General and tw~ Deputies
who are responsible for the operations of the bank and the carrying
out (f the Board's policies.

II~ SCOPE OF OPERATIONS:

1. The ADBV has established 43 branches and sub-branches country
wide. These branches and sub~branches in the provinces and
autonomous cities serve the credit needs of farmers, fishermen,
small credit and industries,' and other agricul turaHy related
enterprises Hith the end goals of raising the standard of living,
self-sufficiency in agric~lture and production of surplus produ~ts

for export to obtain foreign exchange earnings.

2. A system of Private Rural Banks (PRBs) has been developed begin!'i.!ig
in 1969 and numbering 64 by the end of 1974. These PRBs are funded
by private capital common stock (51%) and ADBV capital preferred
stock (49%); although monitored and their personnal trained by ADBV,
they enjoy autonomy of operations, have rediscounting privileges
and free audit services from the ADBV. Their business area is
confined to the district of their location.

III. ACTIVITIES:

1. Types of Loans - ADBV

a. Short-Term Production - These loans are made to increase
agricultural prJduction by enabling producers to buy necessary
inputs such ~s fertilizer, pesticides, improved seeds, etc.
~~nual interest is 24% and loans usually are of 6 to 12 months'
duration with an occasional extension to 18 months. Loans can
be secured for production of rice, grain, sorghum, corn,
sugarcane, swine and poultry, fish and development of land
received under the Land-to-the-Tiller law. Also included are
agribusiness loans for Farm~rs's Organization and Private
Retail and Pho!.('s2,lc O',lt:lci.:s.
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b. Medium- c rid Long-Te"tT.! - These loans are for lar.ger amounts
and range in length from 18 months upward depending upon
the project. The loans are basically for Land and Water
Development, Agriculture Machinery and Equipment~ Fisheries,
Livestock 5 Forestry, Ilantations, Processing and Marketing,
Rural Industry and Construction and/or repair of farm service
buildings. The rate of interest currently in effect is 14%
per year.

c. Village Self-Development Loans - The Village Credit Program
started in 1970 as a part of the Village Self Development
Program which gave more autonomy and self-determination to
elected village governments. The credit program allowed the
Village Credit Committee composed of elected officials and
citizens to accept and recommend approval of agriculture
production loan applications up to VN$50,000. This program
still continues using Village Funds which ADBV matches and
has now been increased to a maximum loan of VN$80,000 in 1974
and VN$120,000 in 1975. In addition 260 of the better villages
in administering the program, received an additional special
fund of VN$3,650,000 each in 1974 and became Pilot VHlag:es.
l:his PiloL Village Program is being cl.osely waccneci to cie-cer
mine the effectiveness of the increased funding on agr1cultural
and economic development in the villages. The interest rate
is 24/0 per year.

2. Types of Loans - PRBs

a. Agricultural Production - Essentially the PRBs make the same
type loans as ADBV branches and sub-branches, short-tern1 loans
as described in I11-1-s, except to farmers owning or cultivating
more than 10 hectares of land devoted to agricultural production.
Interest rate is 32% per year and 60% of their loans must be
in these categories or they lose discounting privileges at the
ADBV.

b. Rural Commercial, Industrial and Handicraft Loans - These loans
are made primarily to local merchants who supply inputs for
production. , They :ue not limited solely to this type operation,
however, as loans may also be made to finance handicrafts or
other non-agricultural small industries and merchants. Interest
rate is 3710 per year plus a 710 GVN Value Added Tax (VAT) on the
principal a~mount.
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IV. ACHIEVEMENTS:

Since the incept ion of ADBV (1967) and PRBs(196Q ), both have had
outstanding records. Vietnam having an agriculturally based economy
likewise must depend primarily upon that economy to develop and provide
food, raw materials and other necessities for domestic as well as
export consl~ption. Agriculture productiJn and dev~lopment credit,
therefore, is just as essential as seed, fertilizer and pesticides in
order to fill the needs and meet the goals of the country.

V. GOALS FOR 1975: ..
Lending goals for 1975 are rather ambitioc c an~ if met, will point
out even more the efficiency and effectiveness of the ADBV and PRBs
given the existing circumstances. There is expected to be a much
greater emphasis by ADBV on medium and long-term loans toward meeting
their overall goals of VN$102 billion while PRBs expect to reach a
lending goal of VN$24 billion, and establish approximately 25 new banks.
Following the loss of several pr9vinces and their Agricultural Develop
ment Bank branches and private rural banks during the March offensivt,
these 1975 goals ;:Ie'" j:>'){~p'('rp.d ("n h." rpv i sec:l in k",pri.l"'l~ TJit:h the neTAT

situation.

f
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Year E'nd 1~ot:af.s 1 9: 6, 97, 1 ~ 7 0 jj 9 1 ), 1 9 'I 2. 1913 7 9 7 4
-----;:...-------'-"-------------------------------_-..:.-_~-------------
No. of Loans' Made 89", 40'5., 116~663 170,611' 202, .. 714 328,961 ~')(J,127

Arnounts LQaned

Amount Co.1lected

4, 61C~"QOO,OOO:6)115,000,000 10:;tC67,OO'Q',OUU 1:$,924',000',000',; 3.3,0.77, '000,'000 :63.,204, COO,OOO

3tp.,328,OOO,000: 5,019,000,000: 7, l60,OOO,OODi 1;3",.,116,00.0,000::' 2Q·,847,OQO:,0.00: 34:,:942,000:,000-.
,'0

Outstandirlg' Balah'ce: 4~30;3,OO'O:1I00O:' 5,.99g:,oOO,axr S',€06,OOO,QC)0 l4.,414:,O·00,000 ,26,644,000,000, 54, 126,CJO·,.000.

Deposits and Savings .. ~8Q;~ OQO~',OO.O: 1,830,000',000; 3j!164,OOQ:OOOI '6,734,000,000 10; 701,000,000;

-------~--_---.-------- ~b ; .• _. e--

P R B ~

year End 'Co tal s

No. of Loans Mad~

Amount Loaned

hnount Collected

Outstanding Balance

Deposits €l:nd Savings

1 9 7 )..

8)051

959:, 000', GOO:

L"Q 5'" 0,00,0' 00:

725, ,000,000

2:..7 2:,.000,000

('121 Banks)

1 9 '1' ~

23... SJ9

.3 ;1350 J 000)000

~: ,r ~:.5,000 ,000

:1.,949',000',0001

764, ,QOO ,000

(35 Banks))

~ 97.3

.so )9S1

7.,)403 )000.)000

5~42;QtQQO,ooa

3,908,000'PDO

1,616,000,000

(60 Banks)

1<1

1.974

'0 )041.

.1.2..t4~ 9; 000 J 000

8,438,000,000\

7,876,000, 00.0,

2,812,000,000'

(8A Banks)


