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1.EXECUTIVE SUMMARY

Microfinance Centre (MFC) for CEE and the NIS and the Microlnsurance
Centre (MIC) have created a strategic partnership to develop ddetand
microinsurance products and investments. Funded by IFADgaal of this
collaboration is to facilitate the developmenttoé following

1. Microinsurance services for poor individyasd
2. Responsible, efficient, and profitable microinsurance produycts b
microfinance providers, insurance firms, and other service providers.

This report concernmarket research activitispecific to the Viethamese
market.It presentshe results frona qualitative researcbtudyto complement
current knowledge othe needor microinsurance services amology-

income househokin the Viethamese markefhe study aimed to determine
the major risks that the lemmcome market facas orderto establish how
these groups are currently coping with risks, and identify gapeinrisk
management strategie$he study sougltto identify opportunities for
insurance where coping mechanisms currently used by poor households to
overcome economic shocks fell short.

This survey was condusdin two communes in Thanh Tistrict, Hanoi

city. The two communeare located in the outskirts of Hanoi and practice a
combination of agricultural and nagriculturaleconomicactivities

including small enterprise operation and seasonal unskilled labtotal, the
FGDs and PRAsonsistedf 112 participants, and individual intervieswere
conducted witl8 individuals.

Analysis of spending and earning cycles in these communities found spikes in
both income and savings in June and Octderember, and spikes in
expenditures and borrowing February, JulyandSeptember Most of the
variationwasrelated to agricultural and business calendassvell as major
holidays such as Tet in February.

The top four insurable risks uncoveteglthe research were sickness,
transportation/labor accides, funerals, and crop/livestock failures. All bring

the potential for serious economic shock for typical families in these
communitiesSickness and accidents can be especially damaging to families
via the combination cash outlays for bills and kegn productivity loss At
present, the social security provided by the Viethamese government addresses
these risks in very limited form. Some of these risks are more pertinent to
families that rely on agriculture (e.g. crop/livestock failures), while sther

pertain more often to families heavily involved in business and wage labor

(e.g. transportation/labor accidents).
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The top four uninsurable risker economic stressorapted in the research
were purchase of house/land, school fees, marriage of chiddrennflation.

Most risks came with some seasonal variation. The risks posed to crops by
weather patterns are perhaps the most obvious exardtipless also varied
with the weather, with the highest risk in the colder winter months.

The most common eante coping strategies cited by respondents were
savings, purchase of livestock (as a form of savings), ROS@Wsale of
land/major assets. Formal and informal insuramsm® exists in these
communitieshowever there is a grat deal of skepticismnduptake is
limited (except whereésurance is mandatory or perceived as mandgatory

Two common expost coping strategies were cited: 1) earning extra income
through seasonal unskilled laband 2) loans. The former has become more

widespread as Vielnmés economy has diversified and bec
on the economic sector. Loans are available toothformal sourcs,

including theVietnam Bank for Agricultural and Rural Development

(VBARD) and VietnanBank forSocial Poliees (VBSP) and informé&

sources, including relatives and moneyders.

Research showed that the t gaspondénisnsur anceo i s
in the two communes. They found no difficulty in listing types of insurance

existing within the community. At the same timeg tindings suggested that

| ocal peopl ebs technical knowl edge of insur a

openly wondered whether insurance prenswaere affordable for them,
whether compensation/bensfitere reasonable, amchether the claim
procedure is@mplicated

Obstacles to the purchase of insurance cited by respondents in¢hoteof
money, lack of understanding of insurance, poor service, and inconvenient
sales policies. All respondents confirmed an interest in commbaggd
financial educatin that would allow them to become more informed on the
subject of insurance and financial planning.

In sum, coping with risk is a high priority for most farmer households in the
studied areas, and they express interest in participating in appropriate
insurance schemes. Product development should focuseandst salient
insurale risks such adlness, accidents, funeral expenses, and crop/livestock
failure. New entrants into the market must aim to improve on existing
insurance in key areas, such as fyalf service, convenience of service, and
clearly-expained benefits.Financial education should be launched glaiith

the insurance products. ptake projections must remain moderate. No
amount offinancial education maynpact the 70 percent of thi®pulation

that is uninterested in insurance because they cannot afford it.
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2.INTRODUCTION

Microfinance Centre for CEE and the NISFC) and the Microlnsurance

Centre (MIC) have created a strategic partnership to develop ddetand

microinsuranceroducts and investments. Funded by IFAi2, goal of this
collaboration is to facilitate the developmenttoé following

1. Microinsurance services for poor individyasd

2. Responsible, efficient, and profitable microinsurance products
from microfinan@ providers, insurance firms, and other service
providers.

Muchliket he Fundoés other finance initi
work is to contribute to the construction of an inclusive financial system that
meets the needs of the podakll efforts will be focugd on the poor and how

to help themmanage the risks that jeopardize their livelihoods and progress in
building assets. As they develop and offer these products, MFIs will also
benefit from the technical assistance and knowledge disseomirtiaat will
address the needs of the poor.

The project has three components and the following specific objectives:

1 Objective B Normative Tools
Develop normative tools that facilitate partnerships and pr@mo
knowledge management betwaegulatednsurers and MFls, as well
as other potential delivery channels

1 Objective d Action-Research
Conduct actiorresearch to build the capacity of local partners to offer
microinsurance services in order to create replicable models of
microinsurance product stribution

1 Objective & Market Education
Prepare potential consumers of microinsurance products to make
informed product choices through financial education

Market research activities will inform the actioesearch program. Its goal is
to helpbuild the capacity of local partners to offer microinsurance services
order to create replicable models of microinsurance product distribuieyn.
programactivities include:

(a) Test the technical and normative tools, manuals, and data
collection tools in the \Wrking Group on Microinsurance of
MFN, which includes the global leaders in microfinaraewell
as some members of MFC.

ati

vV es
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(b)

(c)

Finalize the content and design of these tools, reflecting the
feedback generated from this peeview process

Develop and managetamn-research programs Wietham and
Armeniathroughout the product development cyahejuding
introductory knowledge dissemination, qualitative demand
research, prototype development, quantitatating of the
prototype, pilottesting the product, Heout, and finally review
and assessment

1C
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3. RESEARCH OBJECTIVES, METHODOLOGY & BACKGROUND
3.1 Objectives

This report concerns one component ofdfi@ementionednarket research
activities specific to the Vietnamese market. It is part of aphase
exploratory researghroject

1. Qualitative research on the demandrhicroinsurance in low
incomeVietnamesenarketsand

2. Quantitative research with a sample representative of the
northernVietnameseopulation to testicroinsuranceroduct
prototypes ad willingness to pay.

This reportpresents the results frotime first phas@ qualitative research to
complement current knowledge on kmcome household needs for
microinsurance services thenorthernVietnamese marketThe study aimed
to determinehie major risks that the leimcome market faces, to establish
how these groups are currently coping with risks, and identify gaps in their
risk-management strategie$he study souglto identify opportunities for
insurance where coping mechanisms cutyarged by poor households to
overcome economic shocks fell short.

The studyalso aimed to explori@formal riskcoping mechanisms, including
mutual aid groupsand therelativeimportance of savings and credfit
managingisks. In additionthe studyasesgdtheability and willingness of
households to pay for insuranoethe context of other financial commitments.
Where formal insurance is availableagisessethe level of satisfaction with
the services It also explored the potential role fafancial educatiomand
adaptationgor this Vietnamese marketinally, recommendations regarding
appropriate insurance products were sought.

Complementing an existing arrayiasurancelemand studies on agricultural
households the studyset out to gie special emphasis the risks faced by
urban and peturban populationsshose primary income derives from sources
other than agriculturdresults suggested, however, that most urbaripban
households earn their livelihood through a combination otalgural and
norntagricultural activities, making our target population difficult to separate
out.

! Hung, Dao Van and Liz McGuiness (2007)Assessing Opportunities for Agricultural
Insurance and Risk Coping Strategies In Dong Thap, Thai Binh and Vinh Phuc

Provinces, Vietnam. Microfinance Opportunities; Mekong Economics (2003). The
Demand for Risk-Managing Financial Services from Poor Women in Rural Areas: the
Case of Vietnam. | LO Pr oj ect , 0 ExsurancesandoMicrofinanceMa c r o
I nformal Section Women Workers. o

11
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3.2 Key Questions to be Adressed

T

= =2 =4 =2 = = =4 4 A

=

What are the key financial risks and vulnerabilities facing theitmome
market in the Hanoi area? (Risks include pea&d, life cycle risks,
business or enterprise risks, and agricultural risks.)

What are the impacts of these risks on-loeome households?
How do lowincome households respond to and cope with these risks?
How effective are these responses?

What are théiggest gaps between the impact of the risks and household
coping strategies?

What can be done to improve the effectiveness of household responses to
risks?

Which of these gaps can be covered by insurance?
Do low-income people understand the concephsfirance?
Are they willing to pay for insurance?

Would low-income households like to improve their management of
household finances through learning?

How would lowincome households like to receive new information?

When, where and how often would lomcome households like to receive
training?

3.3 Methodology

3.3.1.Data Collection Methods

Primary irformation was gathered from leisvcome people in petdrban
areas of Hanoi and from key informamtko are knowledgeable about the
low-income urbafperiurbaneconomy. The survaysedqualitaive research
techniques includinépcus group discussions (FGDs), participatory rapid
appraisal (PRs) and individual interviews.

3.3.2. Research Areas

This survey was condusdin two communes in Thanh TRistrict, Hanoi
city. The two communeare located in the outskirts area of Hanoi and
practice a combination of agricultural and rexgriculturaleconomic
activities. Fbusehold incomearequite diversified (sesection3.4).

12
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3.3.2.Research Tools and Sampling ategy

Tablel - Sample Frame

Commune 1 Commune 2

Men Women Mixed Men Women Mixed
Group Group

Total

Focus Group Discussions (FGDs)

Risks and Risk Management 1 1 1 1
Strategies

Client Satisfaction with
Insurance (optional)

Participatory Rapid Appraisals (PRAS)

Life Cycle Risks 1 1 1 1

Time Series of Risk

Seasonality of Risk

Seasonality of Income and 1 1 1 1
Expenditures

AIN[(N|>

Total FGDs & PRAs 3 3 2 3 3

16

Individual Interviews

Loan, Savings and 1 1 1 1
Insurance Use

1. Case Study on 1
Informal Insurance

Client Satisfaction with 1
Insurance (optional)

Key Informants (Commune 1
Officials)

Total Individual 1 1 3 1 1
Interviews

10

In total, the FGDs and PRAsonsistedf 112 participants, and individual
interviews were conducted witB individuals. The gender breakdown was 71
women and 49 menAll participants were poor or marginally poor.
Livelihood breakdown was as follows: 42.5 percerftamisehold hadincome
from agriculture onlydultivation andivestock); 5.8 percerdf household
hadincome from businesenly; and 51.6ercent haihcome froma
combination of agriculturesel-emgdoyment andbusiness.

34. General Information on Thanh Tri District and the Two Communes
ThanhTri District is aperiurban region clos® the city ofHanoi consisting

of 15 communes and one towm addition to agriculturethe local economy
is based inndustrial production, basic constructimaustries, andrading

13
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activity. As Table 2 indictaedhe pverty rde of the whole district is 3.2
percentwhich isrelatively low compared to theationalpoverty rate.

Two communesvere selected for this study: Ta Thanh Oai and Vinh Quynh.
The distancefrom the district center to Ta Thanh Oai and Vinh Quarét

km and3 km, respectivelyEconomially, Vinh Quynh is just below the

district poverty rate (3.06), while Ta Tila Oai is over twice that rate (6.98).
In other words, Vinh Quynh is typical while Ta Thanh Oai is quite poor for
the area.

Ta Thanh Oai and Vinh Quynh drethmore dependent on agricultural
activitiesthan other parts of the distridthepercentagef incomederived

from cultivationis 51 percent afa Thanh an®6 percent a¥inh Quynh
compared with theveralldistrictrate of 17 percent®he rateof farmer
households for whom agriculture is the main source of income is comparably
high: 77 percent imfa Thanh Oaand 70 percent in Vinh Quynh.

The two communes emphasize different areas of agricukigle farmsand
livestockare most commom Ta Thanh Oai (81 percent farming
households), while most farmersVinh Quynh (60 percepfocus on
cultivation Animal husbandry tends to focus on cows, buffalos, pigs,
chickens, ducks, and geesegris the maircultigen in bothcommunes
Vegetables are also cultivated wideywinh Quynh, equivalent to about 1/3
of the rice areavVegetabés providecash income for about 25 percent of
farmer householdis Vinh Quynh, in the form of morning glori€an edible
green like spinachiMarch-Septembgr water cresgOctoberMarch),and
mustard grees)(OctoberMarch)

In both communes, we see evide of a dynamic economic landscape,
consistent with trends in Vietnam as a whole. In particutamred by
economic growth, theumber of households participatimgbusiness,
services, trading, transportatigmnd construction actities has increasad
both communem recent yearsTo date, lhere are about 660 and 700
households in Vinh Qynh and Ta Thanh Oai (respectivelyyolvedin these
activities.Industrial employnent has similarly increased, with a current
workforce of about, 700 per communén addition, seasonal unskilled labor
providesextra incomeacross both communes, with up3{000individuals
from each commune participating each yddost unskilled laboers are
employed in the fields afonstruction, transportatio and small busess

The following tables provide summaries of basic geographic and economic
information for the region:

14
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Table 2; Basic information on Thanh Tri District andwo commune$ 2007

Unit Thanh Tri Ta Thanh Oai Vinh Quynh
1. Number of communes 16 5 3
2. Number of households 39,672 3,181 4,500
3. Number of people person 181,140 17,955 21,000
4. Land area
1.1 Natural area ha 6,292 836 640
1.2 Agriculture area ha 3,510 490 327
1.4 Avg cultivation area M?/ person 360 450 280
5. Poverty rate % 3.2 6.98 3.06
6. Average income per Million VND 8.18 7.3 7
head [personiyear (US$487) (US$435) (US$417)
Table 3 Economic structure ofThanh Tri District and two communes 2007
Thanh Tri Ta Thanh Oai Vinh Quynh
(district) (commune) (commune)
General economic structure
Total production value (billion VND) 777,90 132,86 71,7
(US$46.3 (US$7.9 (US$4.3
million) million) million)
Agriculture (%) 17.0 51.0 35.9
Industry, basic construction, trading & services (%) 83.0 49.0 64.1
Agriculture structure
Cultivation (%) 41.6 19.0 60
Husbandry (%) 32.4 66.0 25
Fisheries (%) 26.0 15.0 15
Agriculture production
Buffalos, cows (head) 2.525 234 110
Meat pig 29.230 13.480 3.500
Poultry (head) 214.400 53.000 24.000
Fish (tonne) 3.862 864 150
Rice production (ton ne) 15.284 3.200 2.450
Spring-Winter rice cultivation productivity (ton/ 4.7 5.84 6.0
ha)
SumFall-Win rice cultivation productivity (ton/ 4.89 5.0

15
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[ ha) | |

3.5. Seasonality of Income, Expenditure, Saving and Borrowing
3.51.Income
Highest income months

The highest incomtor farmer households is seenJune, October,
Novembeyand December. June and Octoaer the harvest seasons of the
two crops. November and December are the last two nmootithe yeamwhen
manyhouseholds sell their agriculture produttsrvest the last secondary
crop and receive cash brought back by unskilled laborers from Htreoe
aremore jobs at this time of the year andrkers generallgetpaid before
the year ends)July, Augustand September amso relatively higincome
months for households thiatise poultry, especially ducks.

For those reliant on monthly salary/wages, income is normally equal for all
months of the yeaHowever,Decembepftenbrings a annual bonus
equivalet to a 18' monthof salary.The period around December also tends
to bethe mosiproductie time for smatbusiness owners.

Lowest income months

Lowest income monthareFelruary, March,and Apil, when households are

netherharvesing crops nor sellinganimak (see Table 7) These months and

themonths befre winter are not webluited tohusbandry activitiesSome

farminghouseholds in Vinh Quynh commuaee able to sell vegetables

during these months, but the extent is limitdecome from unskilled labor is

also limiteddueto a lull in the availability of jobs, and smdilsiness activity

tends to be among the lowest of the ydarthis region these months are

call ed Ahwneesmpemomttis sf or poor househol d

3.5.2. Expenditures
Months of highest expenditures

January and February are mathat see the most debt payment and
contributiors for weddings i(e. wedding season)in February, househadd
alsospendmore money for Tetelebrationsand by custom also allocate
considerable money toward eliminating debt before the start of the New Year.
March and July are the months fapstproduction investmentSeptember is

also a high expenditure month becausedfcation feg {he start ofanew

school year mearsontribuions toward school construction, school fees,

books and notebooks, learninds pupil insurancésee section???7?)

uniforms, etc.).

16
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Figure 1 below summarizes seasonality of income, expenditures, saving, and
borrowing.

Figure 1. Seasonality of incomand expenditures

. 2\ A A\ /
1 ZEA /\ /'\ /|
i \ \ N/ N/

Income
Expenditures
Saving

Borrowing

- c— — —

Note 5 is the highest mark

3.5.3. Saving

Months of highest potential for saving

June and July are the harvesinths dung the year, with income that che
applied towards savingslovember and December also s@einflux of cash
from animal salesas well as payments for unskilled labor and satanuss
for factory/plant employee This periodalsotends to bgoodfor general
businessctivities

Months of lowest potential for saving

February, March and April are the montifdeastsavingbecause farming
families generate almost no inconiehe sameis true for households

dependent on unskilled labor income or srhalbiness activity.

3.5.4. Capital borrowing

Borrowinghappens yearund, dependingn each househol doés

However, there are certain times of the ywghenborrowingescalates tmeet
demands like production investment and compensate tmlance between
income and expendituse

Months with highest demand on borrowing

17
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Borrowing naturally relates to income and expenses. Febanaiarch are
thelowestincome months and alsbe fi h u n g e with foodrrdsdrves 0
depleted. BPbduction investments are neeltluring these monthsluly is

also a lowincome month withhigh investment needsjcludingthose related
to animalhusbandry.In Septembehousehold incomesrestresseda cover
education expenses for childreBusinessowning households normally show
higher demandbr loans in January and Februaag this is considered the
time to restock warehouses for the coming year.

18
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4. RESEARCH FINDINGS: RISKS, STRESSORS& COPING MECHANISMS

A total of 12group discussion®cusedon key economic risks and obstacles
commonlyseenirp e o p | e?@nshe two coransunes of Tehanh Oagnd
Vinh Quynh

For the purposes of this repatiese risks are best organized as insurable or
uninsurableThe reader should note that additioe@lbnomicstressors were

cited (e.g. separation of parents and children, production investment) but only
thetop-ranked risks are discussed below.

4.1.Top-Ranked Insurable Risks
4.1.1. Sickness

Sicknessvas ranked as a task by all four groupsin the otherightgroup
discussions in the two communes, sickness and diseaseanked as the
biggestrisk to local families, only 2 groups rankedagthe seconanost
important risk(See4.2.1).

Research found this risk to be a common source of negative impaengn
families in the communityRespondents commented that it can happen to any
family at any time, and cannot be predict&bor families are especially
vulnerable given their limitedesources; they cannot affgpdriodicmedical
checls and once they are diagnosids often too late to treat the disease
Moreover, fatal diseasesuch as cancer were reported to be increasing due to
pollution from vehicles and heavy industry, as veslichemical additives (e.qg.
weightgainagents for livestock)All told, medical expenses have escalated
rapidly in recent years

Expense is a particular issue with regard to serious, potentially fatal diseases.
While everyday illnesganbe checkedand teatedat communéevel medical
centers or district hospitalith reasonable expenditurep(to one million

VND [US$60), serious disease brings much more potential for adverse
impact. krst, thedisease reduces the earning capacity of the family asrone o
more wagesarnes become debilitatedsecondthe emotional stress of a
family memberds illness can | ower the produc
Third, themedical checks and treatmdat serious illness can be a huge
economic burden, beyond the capacity of the typical farmer in the area.
Added to this aré&ransportatiorcosts, as well as accommodation and ffood
family members who acmmpany the patient to care for him/hdrile in the
hospital

According tothe respondents, average expenses forienyg care, intensive
care, or amoperationwould fall in the following range

‘Questioning focused on | i fisgeanddedthe bet ween an individ

19
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Less serious illnes$-15 million VND (US$298892)
More serious illnes20-30 million VND (US$1,1921,788)
Fatal illness40-50 million VND (US$2,3842,980)

Most costly illnessest00million VND (US$5960)

= =4 4 -2

Box 1 below outlinessome examples of actual medical expemsesred by
participants in the discussion groups.

Box1: Examples of ActuaMedical Expenses

Case #1

Mr. Dg reported suffering from bronchopneumonia since the year 2000. His treatment
totaled 20 million VND (US$1,192) to date. Through the same period, his wife has suffere
arthritis of the knees. She has visited many differerdica¢ clinics and hospitals, with expens
reaching 25 million VND (US$1,490) to date. To cover medical bills, the family has taken
of 35 million VND (US$2,086) from Vietnam Bantor Agricultural and Rural Developmer
(VBARD) and Vietnam Social Pay Bank (MBSP).

Case #2

Mr. C reported that his uncle is suffering from lung cancer and that this uncle had to sell 50
meters of land fol 80 million VND (US$10,728) to pay for medical treatment over the cours
a year, before he died. One of Mhi endés aunts has been s
year s. She has received three surgerie
income is prioritized for medical treatment, but they have still found themselves need
borrow more. The family is now in debt of 30 million VND (US$1,788), with plans to sel
aquaculture pond to pay off the debt.

As the above cases indicate, these expenses exceed the financial capacity of
manyfarming families The endresult is that many families sell off assets,

such as livestock, farm implemengsd land, and/or they incur lostgrm debt
(seed.5).

4.1.2. Transportatiori.abor Accidents

Similar to sudden illness, transportation/labor accidents can occur
unexpectedly to any family. Transportation accidents occur less frequently
than other risks. However, according to discussion members, such accidents
are increasing due to more vehiclestbe roads that cannot handle the traffic,
combined with low levels of driving skill. A national helmet law in December
2007 partly reduced serious injuries, therisk is still rising

Discussion members also indicated the increasing risk associdtddvor

accidents. This rise was attributed to a greater number of farmers becoming
involved in nonfarm employment activities such esnstruction,
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transportation, and other machinegfated jobgconsistent with the
diversification of the Viethnameszonomy as a wholeonstructiorrelated
accidents are mosbmmon especially falls from scaffolds. Labor accidents
normally occur to poor household members, as they tend to fill the more
dangerous construction jabs

Box 2below contains discussionmeeib s 6 esti mates of
transportation and labor accidents in their local areas.

Box 2: Estimatedi ncidence ofTransportation andLabor Accidents

t

he

TaThanh Oacommune, 20008:
9 15 transportation accidents, 2 deaths
1 10 labor accidents, 2 deaths
(Total population 1855

Vinh Quynh commune, 20663
9 20 transportation accidents, 5 deaths
9 10 labor accidents, 3 deaths
(Total population 21,000)

Effects of such accidents are similar to sickness in terms of detriment to health
(up to death) andeduction of labor capacity. These risks are especially acute

among workingage people and the primary breadwinners within families.

Medical expenses related to accidents are also quite high, equivalent to serious

or fatal illness. According to estimatekrespondents in Ta Thanh Oai
commune, drokenarm/leg might cost 10 million VND (US$595), with costs
escalating from there for more serious injui@s to hundreds of milliosof
VND).

Respondents in the Vinh Quynh commune provided the examples i8 &ox
incidentsthat occurredn their community antheimpact/expenses that
resulted.

% According to estimate of farmer households in Vinh Ninh hamlet, Vinh Quynh commune,
about 70 percent of households have members in the unskilled labor force, with the majority

in construction.
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Box 3: Examples ofMedical Expenses fromlransportationlLabor
Accidents

T

T

In Ich Vinh hamlet of Vinh Quynh commune:

Mr. M6és son had a motorbike accident
VND (US$2,976). He now suffers fromental problems and cannot work to earn
living.

Mr. DO6s nephew also had a motorbike
in the hospital for six months, with total expenses of 22 million VND (US$1,309)
is now disabled and cannot work.

Mr. A also had a vehicle accident resulting in head injuries. He required severa
surgeries costing nearly 100 million VND (US$5,952). He continues to suffer m
disability and cannot work

Vinh Ninh hamlet, Vinh Quynh commune:

Mr. L had an acciderih 2003 and suffered a broken leg. He spent 20 million VNI
(US$1,190) for treatment, including 5 million VND (US$298) borrowed from a
money lender at an interest rate of 5 percent per month.

Mr. CO6s nephew fell from s ¢l®milianl di n ¢
(US$595) VND on treatment, all of which he had to borrow. Years later he still i
not fullv recovered.

These events are shocks for any family, especiatlyigseconomic level, with
huge unexpected expenses incurred. Most families end up having to sell off
assets, increase sales of farm goods, take loans, or sell land to cover the costs

(see 4.5

4.1.3. Funeral Expenses

According to participants, expenses & typical funeral runs 120 million
VND (US$5951,192). These sums of money are quite high in this socio
economic context, though participants noted thafitfacial stress of
funerals tends to be mediated by sevietiors

1 According to Viethamescustom, most families receive financial
support from relatives/family/friends/neighbors in the form of cash
envelopes at funerals. An envelope for a funeral might be 30,000
VND per person (US$2). Relatives or close friends might send
100,000 to 200,00UND ($6-12) per person.

1 Households in Vinh Ninh hamlet of Vinh Quynh commueportthat
somehouseholds participate ROSCAs to prepare for these events.
Whenever 0SCAmember has a funeral approaching, they receive
the payout derived from the contributions of otR&SCAmembers
(see 4.5)
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1 Most of expenses for funerals are not paid in advance, but rather paid
after the event. This allows families to employ all the mveesupport
presented by friends and family during the event.

1 Intotal, respondents estimated that famibasaveragean coveB0-
40 percent funeral expenses via external support

1 Funeral expenses typically are shared among siblings, especially when
a marent dies. The shares are not equal (sons normally contribute more
than daughters), but all make a substantial contribution.

Though these events may not be huge stressors for families, other adverse
effects are seen, including lowered productivity witlsimilies over both the

short and longterm. In some casgfamilies still have to borrow money,

which leads to longerm debt. Respondents commented that although support
from friends and families ensues at these events, the cost of reaching that
pointd i.e. the cost of sponsoring an elaborate community évean be quite
high, eating up that same external support.

4.1.4. Livestock Risks

Animal husbandry is a primary source of income for farmers in the two
communes, especially for those in Ta Thanh @aRk007, animal husbandry

in Ta Thanh Oai comprised an 81 percent share of overall agricultural income,
with livestock (buffalo, cows, pigs, chicken, and ducks) representing 66
percent and aquaculture representing 15 percent. (These figures in Vinh
Quynhwere 40 percent, 25 percent, and 15 percent, respectively.)

Given this share of overall income, huge economic losses can occur when
animal diseases strike. Common ailments in this region include foot and
mouth disease, blue ear epidemic, and bird fluofdiag to respondents,
serious disease is occurring more frequently for the following reasons:

1 Increased animal transportation around the country, which spreads
disease.

1 With some diseasesych as bird flu, both ietted and non
infected animals across &ntire area must be slaughtered, which
is difficult to implement.

1 Animal husbandryis more commoithan ever before, which means
denser animal populations in which disease can spneae easily

According to respondents in Ta Thanh Oai commune, wheas#istrikes

and livestock must be slaughtered under government orders to contain disease,
the loss per household ranges from about 5 million to 100 million VND
(US$297%5,952). They noted that the largest animal stocks ardlyisuwaned

by wealthy househdk that arenore equipped to absorb losses.

23



Report of the Survey ibhanh Tri District

The discussion groups in Vinh Quynh provided the examples in Box 4 of

losses incurred as a result of animal disease.

Box 4: LossesResulting fromAnimal Disease

2007. He lost all of this investment in the bird flu epidemic.

10 million VND (US$595)from the bank.

government (10,000VND/head).

1 Mr. D took a loan of 15 million VNUS$892)from VBSP and combined it
with his own savings to invest 35 million VNIS$2,079}o0 raise geese in

1 Mr. Cinvested 30 million VNOUS$1,782)o0 raise ducks in 2004, with 10
million VND (US$5%) from a bank loan and one tael of gold borrowed to
purchase his stock. He hadstaughter all the birds due to Bi®N1 epidemic.
He received 5 million VNOUS$297)as compensation from the government
(500 birds x 10,000 VND/bird). He still carriecetidebt of one tael of gold and

T A neighbor of Mr . C6s made a si mi
slaughter all of them when disease broke out. His lossesAwendlion VND
(US$2,673) he received support ohly 3 million VND (US$179)from the

Capital investment for animal husbandry typically comes from bank loans; the

sums required are quite large for poor households. When animal disease

strikes, it often cripples poorfam i es 6 abi |l ity to
common response is ask the bank to extetide loan term. When the

pay

paymentsaredue, they often borrow money from relatives/friends or private
lenders. Subsequently, they might take a new loan from the baal tmack
these previous debts. In this way, after an epidemic, many households

become caught in debt borrowed from multiple sources. Other coping

measures include cutting back on costs and seeking temporary unskilled jobs.

Overall the debt may lastfo many years and | i mit

in new business opportunities.
4.1.5. CropRisks

In the past, cultivation has been the primary source of income f&tr mo

farmers, but that has changsdh economic trends across Vietnam that have

favoredthe rise of animal husbandry and ragricultural employment.

Nevertheless, sales of rice and vegetables remain key to many household

economies. Success in cultivation depends heavily on the natural
environment and its attendant risks. Respondentsifigeinhe following

areas of most significant risk: pestilent insects, damaging cold, and flood.

Pestilentinsects

Cultivation activities in the two communes center on rice and vegetables.

Insects that threaten rice cultivation incluteleaf coil inset andthestem
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chisel. Green vegetables are also vulnerable to pestilent insects, particularly
leaf insects

Pestilent insects are a frequent concern and affect entire communities, as
nearly every household cultivatekosses result from having to buy
insecticide and reduced productivityhe average cost of buying insecticide

is 20,00050,000VND (US$1-3)/sa0 (360 m2) of vegetable or rice.
Productivity may be reduced by 30 percent or more. Farmer households in
Vinh Quynh commune indicated that in 206&m chisetaused a
catastrophic 100 percent loss of rice crofgher adverse effects of insect
infestation include damage to the environment and human healiked by

the chemicals in the insecticides.

DamagingCold

Ushered in by monsoons, damaging cold can occur in many Northern
provinces in December, January, and February. Temperatures can dip below
10 degrees Celsius with hdanst. Such cold spells can stunt the growth or

kill nearly all plants. This peod is normally used for transplantation of the
springwinter rice crop and for planting winter vegetables. Rice plants can
easily die if transplanted during very cold weather. In 2007,0percent

of the rice crops in the two communagsrelost on ths basis. Many vegetable
crops perished during the same season.

After such crop losses, farmer houslelsamust spend money on supplesl
labor to replant the crop. Net productivity is reduced@@ercent.
Respondents confirmdehat there were majordees bincome in 2007. A
female farmer group in Vinh Ninh hamlet disclosed that they lost about 3
million VND (US$179) per sao due to crop loss (water cress) caused by the
damaging cold.

Flooding

Floods occur seasonally in July, August, and Septembbryeac. The two
communes are located in a lowland area where the water drainage system
cannot handle heavy rains. The problem is compounded at Ta Thanh Oai by
the Nhue River, which runs through the area.

Floods usually occur around rice harvest period,tae waters can Kill the
plants and cause catastrophic &sssThis level of loss, however, is
infrequent. Floodsanalso destroy vegetable crops, especially in Vinh
Quynh commune. According to estimates of farmers in Ich Vinh hamlet,
heavy floods mightakeout 70-80 percent of a vegetable crop (mainly
morning glory inthis case).
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During the flood season, crops can be additionally impacted by contamination
in the water when the Nhue River swells. The river has been heavily polluted
by discharge fromdctories and plants in the industrial zones of Hanoi. When
this water covers the farmland, the rice and vegetables grown there tends to be
smaller and loweguality, making them more difficult to sell at market.

Floods affect other areas of life for ttegmers as well. Households near the
banks of the Nhue River usually see their homes flooded. Roads are also
flooded, making all manner of transportation more difficult. The
contamination from this water spreads human diséadading eye ailments,
cholerg andallergies it was also reported to be linked to a high incidence of
gynecological disease

In sum, natural threats to cultivation are diverse and widespread, and income
from cultivation is key to many dhehouseholds in these communes. Crop
loss also affects food security because rice from the two yearly crops is the
main food reserve for farming familied.oss also makes it more difficult for
farmers to pay back credisedto purchaseseed, fertilizerand insecticide.
However, the extent of these losses tends to be less than those caused by
sickness or accidents. Most households can draw on their own resources to
cope and recover in a fairly short period of time.

4.2. TopRanked UninsurableEconomic Stessors

4.2.1 Building a HouseBuying Land

Building ahousébuying landwasranked by participanigs the seconchost
significanteccm o mi ¢ st r e s s ecycle Bxcladingtreosesvbon 6 s | i f
inherit a house from their parents, this streenounteed bymostresidents

of these areasSimilarly, most residents have to buy land for a house, except

in families where land is handed down between generations.

Respondents reported that land prices have escalated rapidly in recent years.
A typical plot fa a house might cog00-500million VND (US$23,8460

29,800) Many poor families canngtaysuch prices and therefonave to

share small plots with their parent€onstruction expense for bdihg a one

floor house is in the rangg 100-200 million VND (US$5,96011,920)

According to discussion members, most families aim to havégercent of

the total expense in hand before starting the house building. Some families
are forcedo sell off part of tkir land in order to produce tineoneyneeded

for home constructionThis is a popular coping strategy for poor families in
the two communedHowever this approacls not sustainable as the land
holdings of families continue to shrink. Anotlo@pingstrategy is tduy
construction materialsuch as bck, tile, and bambgograduallyover many
years as the funds become available. Some families use savings in tioé form
gold or cash to funouse constructionwhile others intensify their livestock
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operations to yield additional incom&hortfalls ae often covered with loans
from relatives or friends, @ometimes from the bank.Borrowers typically
needseveal years to pay off these debts

Building a house is a heaegonomic stresspbut it is not an unexpected one,
like a sudden illnessMost families plan well in advance for the stress of
home construction. Nevertheless, the scale of the expense still forces many
changes in the way families live; they must limit other expenditures to offset
the costs related to the house.

4.2.2 SchoolFees

This risk doesiot causea suddereaw financial stressbut rather exists as a
long-term stressor in many familieE€ducational expenses may occur over
the course of 2@5 years for families with-32 children Respondents
estimatedaverageschool fees fochildrenof different educational levehs
follows:

Kindergarten 3-3.5 million/child/year(US$179208)

Primary school2-2.5 million/pupil/year(US$119149)

Middle schoal about 3 million/pupil/yea(US179)

High school 37 4 million/pupil/year(US$10-238)

University. 800thousand 1 million/pupil/month(US$4860)

= =4 A A

These expenses may inclusghool construction fee tuition, books,
notebooksand uniform, as well asitoring fees and transportation costs in
some casesUniversities and vocational schools may bring additional
expenses

Mosteducation expensegecur atthe beginning of the school year in
September Farmerfamilies camtmost ofteradapt to théees for
primary/middle/high schoo]decause the fe@areressonable and anticipated.
The most popular coping measurestarsell farm products or to drafnom
unskilled labor incomeHowever, some families still have to borrow money
for this expense

Education expenses become especially significant for lpmaeholds whose
children enroll inuniversity/vocational schools. Selling farm goods and
drawing on unskilled labor wagesestill themain copingneasurs, but
many poorer families still fall short. In those cases, loans are soBghk
loars are usedyomany poor families for this purpasé the pasyear,VBSP
launcheda peeferable interest loan program for households wahiifdren
studying in univesity/college/vocational schoo{see4.5).
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In sum education expensare a londermstressor for mostqor farmer
households In poor househokiwith multiple children, the stressor becomes
heavier. As a result, these households must cut expenses or incur debt to pay
the school fees

4.2.3. Marriage of Children

Marriages of childrentypically involve sizeable expenditures of money, and
are events thahe majority ofhousehold$ace Discussion participants
estimated expense for a marriage aBR0milion VND (US$1,1921,788)for

a daughter and 255 million VND (US$1,4962,086)for a son. However,

like funerals, certain factors help alleviate the cost:

1 Marriages areplanned in advance and most famil&@eprepared for
them Most families use a combination of strategies, including: a)
gradual purchase of needed items, sudio@s and furniture; 2) sale
of farm products; and 3) use of savings.

1 Like funerals most familiesreceivefinancial support from
relatives/family/friends/neighbors theform of giftstash envelopes
atmarriage. A gift/envelope forawedding isnormallyaround
50,000VND (US$3)per person.Relatives or close friends migsend
100,000 to 200,000ND ($6-12) per person

1 Also like funerals, buseholds in Vinh Ninh hamlet of Vinh Quynh
communeeportthatsomehouseholds participaia ROSCAsto
prepare fothese event&see4.5).

1 Intotal, respondents estimated that famitiasaveragean coveb0-
70 percentf marriage expensesa external suppart

1 Most oftheexperses for marriageare notpaid in advancebutrather
paid after the eventThis allows families to employ all the external
support presented during the event.

Otheradverse effectmcludelowered productivitydue to time and effort in
planning and attending the eveat)d somdong-term debfor those families
that still haveto borrow to cover costs.

Table 4below summarizeand comparethe expense and frequency
parametergor some of the topanked risks in both insurable and uninsurable
categories.

4.2.4. Inflation

Inflation emergedas a stressanoststronglyaffectingparticipantsvho are

less reliant on agriculture and more dependent on salary/wage employment,
smallbusiness activities, and unskilled labor employment
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Respondents report thaflation has beenuite highin recent years,
especially in the first halff®008* For thosedependent omonthly
salary/wagesncome has barely kept up the costiwihg and othelexpenses
such as education and medical feBreover inflation has meanfess
opportunityfor both longterm and seasonal jobs. Fetample due tothe

high price of construction matelsamany constructioprojects have been
delayedwhich in turn meankssunskilled workers are hired=or business
owninghouseholds, high inflatiohas resulted in lower or unstable demand,
leading to the camaction of manypusineses One family that specialized in
selling chickens, for example, reported afDpercent drop iprofit as a
result of recent inflation.

The effects of inflation were also reported by agricultural households,
although to a lessextent. For example, as prices have risarjies can
afford fewer inputs.However these households are better able to cope
becauseheir farming activities center on sgifovision of food (ice,
vegetables, animalsjkhich is less directly affected by inflation.

4 Inflation ratefor thefirst half of 2008was 18.66%
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Table4: Frequency andExpenseEstimatesfor SomeMajor Eventsin Life

Cycle
EVENTS FREQUENCY EXPENSE (VND)
Sickness Several serious illnesses | Fatal sickness: 100 million
over average life cycle, VND (US$5,960)
coupled with many minor
illnesses Serious disease requiring
operation/intensive care:
20-50 million VND
(US4H.,192-2,980)
Other intensive care in
hospital: 10 million VND
(US$60)
Funeral NA 15-20 million VND (US$893

1,190)

Building House

Buying land if there is
no land for house

Land inherited from
parents

Normally once. Some
avoid this expense by
inheriting house from
their parents.

Land purchase: at least 400
million VND (US$23,840)

One floor house (basic
construction for poor
households): 70-100 million
VND (US$4,1675,960)

Education Fees

Continually over 20-25
years in families with 2 -3
children

Kindergarten: 3-3.5 million
VND/child/year (US$179
208)

Primary school: 2-2.5 million
VND/pupil/year (US$119
149)

Middle school: 3 million
VND/pupillyear (US$179)

High school: 3 84 million
VND/pupillyear (US$179
238)

University: 1 million
VND/pupil/month (US$60)

Marriage for Children

Average 2 per family

Daughter: 20-30 million VND
(US$1,1921,788)

Son: 25- 35 million VND
(US$1,4902,086)
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4.3 Risks by Season of the Year

Table 6 below, organizing risk in terms of the yearly calendas, compiled
with input from the variouarmer group discussien Respondents noted that

sometypes of risks (e.qg. illness, accidents) aféalilt to organize in terms of

seasorbecauseheyare unpredictable and occur yeaund.

Table5: Seasonality oRisks

Seasonality of Risks

Months of the Year (Jan-Dec)

1 2 |3 |4 |5 |6

10

11

12

Human Health Risks

- lliness

- Transportation/Labor Accidents

Business Risks

- Price Inflation

Agricultural Production Risks

- Damaging Cold

- Animal Disease

- Pestilent Insects

- Rain, Flood

Note Red indicates most intense risk; oramgaicates lower intensity.

4.3.1 DamagingCold

Thecoldest weather occsiin December, Januargnd Februaryln these
months temperaturecan drop belowl0 degreeelsiusand causerops and
animalsto perish Some cultivation activies become delayed (such as
plowing and transplantation). Cold weather also can alter thesvwaj
businesss operateAgricultural traders typically begittansporing

vegetables to

them to leave later

H a rhe mornimd, buBthe aveathdr fomes c | o ¢ k
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4.3.2 Animal Diseases

February (end a$pring and Novembebecember (end aokinter) are the

months of higlkstrisk for animal diseaseThe cold weather in these months

is linked to flu outbreaks among animals. In additiolne ear epidemicas

broken ouin these months, causing major shocks to manyasging
householdsMost households in Ta Thanh Qasedloars to build their

animals stocks; these outbreaks have destroyed many of their investments and
left them unable to pay back their loans.

Some animal disease also occurdnil atthetransition betweeseasos.
4.3.3 Pestilentinsects

April is the hghestrisk month forpestilentinsects such deaf coil insect,
stem chiseland ray nau insectAccording torespondents, these insects are
seen more with the summfall cropthan with the springvinter crop.

4.3.4 Rain andFlood

July, Augustand Septembéaring the highest risk farin ard floodng.

Heavy rainfloods fields and roads, and brings pollution that has a negative
impact on both crops and humans. Respondents agreed that this ieriong
and frequent seasonal risk

4.3.5lll ness

According torespondentsliness occurs most frequently December,
January, Februayynd March, which are the coldeghter months. February
and Marchare transition months thateate particular vulnerabilityith
temperature changes and high hdity detrimental tchuman health.
Respiratorydiseaseften develop this seasonJune and Julgre summer
months with hot weather aqulesent risk for ithess.Sun strokefever,

c hi | dnaie diséaseggnd choleraommonly occur at this time.

4.3.6Price Inflation

Since D07,Vietnam has faced a shifting market and increases in the prices of
many kinds ofjoods. Farmers in the two commungeslicated that price

inflation hasresulted in increasingly highagricultureinput costsPrices of
consumergoodshavealso increasgtandhave particularlhstressed small

business househaddd Inflationary stress does not follow patterns of
seasonality.

32



Report of the Survey ibhanh Tri District

4.4, Existing Coping Mechanisms
4.4.1. Ex-Ante Strategies Financial & Non-financial
Saving

Mostpatrticipants shared the opinion that saviagsbeyond the reach of poor
households, because they caradttrd eventheir basic expenses and most are
in debt In general, it was a difficult topic to explore in this study because it is
regarded as privaf not to be discussed in groups. Nevertheless, some
conclusions were able to be drawn about the different levels and different
forms in whichpoor householdpracticesaving

Mosthouseholds haveomecash saving that they kgethemselves; this
amount \aries. An averagenouseholdnighthaveseveral million VNDQ and a
poor householdhight have several hundred thousand Vidzover family
expenditures Buying gold as a form obavingis a comnon strategy,
especially after aeavy influx of cash deriveflom harvest obusiness

activities. Some househoftputtheir savingi n a A p i Qogpared a n k .

with farmer households, households more reliantreskilled labohave a
greater possibility of accumulating savings.

Box 5 helps illustrate with some @xplesof savings.

Box 5:fi S eshving by FarmerHouseholds

0

9 Mr. H and his wife, living in Ta Thanh Oai hamlet of Ta Thanh Oai commune, hz
shop. With income from this business, they save by putting money in a plast
usually in 20,0080,000VND ($1-2) increments done every day. At the end of
year, they fAoper at-8nilliooWNDt(WSg414476y and

9 The family of Ms. B, living in Ich Vinh hamlet of Vinh Quynh commune, s¢
vegetables. Every day she sets aside money these sales to put in a plastic p
For example, if the daily income is 20,000 VND (US$1), she will set aside 4
VND (US$0.23) for the plastic pig. Similar vegetabtdling families reported bein
able to save about 100,000 VND ($US6) per monthguisirs method

In-kind savings is seen mostly in casefofisehold thatplan to build a
house. Such househotftgradually applytheir available income over time
toward the purchase obnstructon materialsuch as brick, tile, bambpand
wood. Thisform of saving issuitable for por households that have difficulty
accumulating enough savings to build a houseother form of inkind
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savings is the building up of rice reserves after harvest, to assure food security
of the family

Accordingto respondents, some households in their communitieshizenke
saving accous, but thenumber is limited.Normally, they are wealthy
householdaindbr households witlstable and relative high incorne, as in
salaried positioner ownersof substantial bsinessesAmong these
household, acommon savings strategg/the purchase dife insurance

In sum savingpractices are nominal among poor households, which often

lack stable income and financial planning. When shocks occur, the utility of

this saving is limited.Businessowning households and salaried workers

typically have the most opportunity to sagaving in cash becomes risky in

the context of Vietnamds high rate of infl at
in land.

Use of livestock as savings

Animportant subset of savings strategy is the use of livestock as savings.
Accumulation of livestock is widely practiced by farmer households to

prepare for a major event or expense. When a family intends to build a house,
organize a wedding, send ahién to school, or pay debts, investing in

livestock isacommon strategy. In addition, income from husbandry is

applied to unexpected risks such as sickness, accidents, and crop loss.

Using livestock as a savings strategy is effective for poor househethuse,

while most poor households lack substantial cash savings, nearly all own

l i vestock. I n some househol ds, Amost of f an
income fromhusbandy not ed one respondent. However,
strategy generally cannot aenvargescale shocks such as fathlessor

serious accidents.

ROSCAs

In Vinh Ninh hamlet of Vinh Quynh commune, several househudds
organizel aROSCA for supporting marriage aftherak (as mentioned in
section4.1). Each ROSCA gup has 120 membersyith each member
contributing 1620 kg of rice converted into casvhen a marriage or funeral
is approaching. These are the only instances of RO&Cihs two studied
communes.Respondents suggested that ROSCAsdsabpearedver time
becaise they are highisk and unsafeAlso, they became impractical in
Vietnamds new mar ket economy.

A related phenomenon seen in the communes were affiliation graugs

fisame age associatiod s a me | 0 b, {asssvetaranssdodiaborn
A d a u gnHaweagsociation 0 Ehese groups typically have -0
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members, with thebjedive to create a supportive environment for people
with similar backgrounds or at a similar stage in their livEise groups focus
onactivities such as meetings where mensbcan exchange ideas dedrn
from theexperience ofothess. When a member faces a mawent €.g,
marriageorfuneral) or experiences a difficult turn in his/her litee support
of the other members may extend into ¢ngotionaland material realms
Material assistanc@cludes cash and kind gifts (e.g, sugar, milk, frui

etc). Most of these areot highvalue and are purchased via the group
budget which consists ofontributiors from all membes of thegroup. The
leveland frequency afhesecontributiors differs from group to groupFor
example, one group may requaeontribution 0f100,000VND
(US$6)member/yearwhile another group may soli@ontributiors by group
event,with each requirin@0,00050 000 VND (US$2-3)/member. @her
groups may require boforms of contributionSomeindividuals belong to
more than one groupgViore men than women are involved with these groups.
(Amongthe 128 participants frotine two communes, 30 persons were
member of suclgroups but only two of these wergomen)

In sum, these selfelp groups providenore spiritualthan material support.
However, somemembes added thaparticipation in these groups creates
personalrelationshigs that can be drawnpon for loans and othesupport in
difficult timesSellingassetscultivation land or houseplot

Sellingassets and property is another strategy used to offset shibgkisal
assets for agor familyinclude motorbikesTVs, andfurniture, though most
are of pooiquaity becaise poor households caot affordhigh-quality items
The money these items genernstsaless limited. A secondhand’VV might
sell for 1million VND (US$60) asecondhand motbike for 7-8 million
VND (US$417476),andfurniture for several hundred th&and up to 2
million VND (US$60120). By contrast, sales afgriculture land use
certificates (land rights)or house plots can generateelativey large sumof
moneyto be applied toward economic shocks.

These copingtrategies are not especiatiymmonbecause not all households
haveasset®r landsuitableto sell. Moreover, yielding agriculture land or
selling house land recognized as detrimental to the faniiythe long run
Among other ramifications, it eliminates the uséaoid as collteral to obtain
VBARD loans. Such sales are generally undertaken only in the grave
situations when all other options faloreover, most families try to sell only
a portion of their land, thereby allowitigemto continue farming or to build a
house orthe remaining portion.

Insurance: formak informal

Formal insurance exisis these communes, includingedical insurance,
school pupil insurance, life insurance, forced liability insurance for
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motorbike/car owney andsocial insurancelnformal insurance was not

found in the research. The uptake of these insurance products is very low,
with two exceptions: agchool ppil insurance (nearly 100%); and b)
mandatory medical insurance for thegerking in salaried positions at
factories oroffices

Medical insurancevas discussed as a fairly popular optionpeople in the
two communescited as a positive intervention against the medical expenses
that nearly everyone encountetdowever, thelata showed thatot many
peoplein facttakeup this insurance. According mommunerecord, in Vinh
Quynh 3,547 medical insance cards have been issuedctuidrenunder six
poorhouseholdsnembers, and othgovernmentargeedgroups(e.g. those
who have completed some national seryieteransAgent Qangechemical
victims). In total, these insurance recipients comprise 17 pestém
commune populatianin addition,702insurance cardeereissued for people
who boughtmedical insuranceoluntarily, equivalent t@3 percent oftie
commune populatianThe comparablaumbersat Ta Thanh Oai commune
arel,579cardsfor the first group (8 percent of ttemmune populatiorand
150cardsfor the second groufd percent of theommune population
Coverage and premiunfigr theoptioral medical insurancare described
below inBox 6.

School pupil insurance is sold witipeemiumof 25000VND
(US$1.50)pupillyear, andcoverage includes medicetheckup expenses and
compensation isase of accidentin accordance withegulatiors issued by the
Ministry of Health(MOH). This insurances advertised and solthirough the
school system. Officiallynis insurance is not mandatory, Imubst farmer
households buif because the premiumIsw and there is de facto pressure to
take it up

Box 6: Premium& Benefits forOptional Medicall nsurance

Medical insurance premiums are stipulated by MOH as follows:
1 In Hanoi: 320,000 VND (US$1ferson/yearstudents: 90,000 (US$5)/person/year

1 Outside Hanoi 240000 VND (US$14)/person/year students 70,000 (US$4)
head/year

9 Discount of 10 percerior third member of same household
1 Discount of 20 percerior fourth member of same househ@@tudents not includgd
Benefits of optional medical insurance are similar to general medical insaath@eclude

I 100 percent reimbursement for etme medical checkip with invoice below
100,000 VND (US$6)

1 80 percent reimbursement for eudtient treatment costing 100,000 VND (US$6) 4
up, with the rest paid by patient

80 percenteimbursement for ieinsive care, with the rest paid by patient

MOH has issued a list of higiechnology treatments included in medical insurance
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Liability insurance is required by law for motorbike azat ownes, though
respondents indicated that most veh@menersresistbuyingit. Normally
they buy it only oncé at the time othemotorbike/car license application
when the paperwork is checked.

Life insurance anéspeciallyeducation welfare insurarteerereported to be
purchaseanly by wealthy familiesAccording to the estimaiaf an insurance

agenf rom Bao Viet insurance thevelmpany 6 s

only about 200 clients in tt@dmmune, and most owned substantial
businesses or daalaried employmentPrudential also haskaanch in the
commune buthe client base is similarly small

At present, theres no insurancéor coveringlabor accidents for unskilled
labores, norfarm insurance coveringultivation or husbandrsisks

In sum thelocal farmers havgiven little consideration tmsurance and
appear unready to buy it. Farrs@r k n o wl attdugestoward idsurance
as well aobstacles for insurance buying will desscussedn more detail in
Section6.

4.4.2. Ex-Post Strategies
Earning extra incomé unskilled labor

In recent years, inconqatterns for farmer households have changed and
diversified, with noragriculturalactivitiesplaying a greater roleOne ofthe
most common ways to generate supplemental income is unskilledrigher
constructiontransportationsmall business, and hospitality industries.
According toestimatesthere ar@about 3,000 unskilled laboreirsthe Vinh
Quynh communeAverage income is 30,0080,000 VND(US$23) per day,
depending otthejob. A job requiring some technical skills nfigearn 70
80,000 VND (US$4bper day. This incomeplays anmportant role in
meeting daily expenses for farmer familids.addition, this incomes set
aside to pay off debts, purchase assets, and imvesttivation and husbandry
activities

® Education welfare insuraniga product issued for children up B years of age Parents
pay into the plan and build value over many years. Wheadhiletreacles 18, he/she
receives the full value of the polity start his/her life.
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Thoudh this incomearelycoversthe expenses of a major eveat shocls, it
plays an important role in reducing ttreerallfinancial pressuref farmer
households.Though some jobs are available yeaund,theytend to be
seasonal in nature, with more wakthe end of the year and less work at the
beginning of the year.

Loars

Takingaloanis a commortoping strategysedby many farmer households
towards investments in production and business development. Loans are also
used to cover economic shocks and to underwrite major life efants
mentioned iM.1 & 4.2). Sourcesfor loans includdormal sources such as
VBARD andVBSP, andnformal sourcesuchasthe Farmes Associdion

(FA), relatives, friends, anprivate lenders See Annex for details of loans
available from these providers.

VBSP

VBSPis aformal institutionthat provides credit tpoor households arather
groupstargeted by government poyi Many of the bansprovided by \BSP

are for production and business development. In additiorahie also

provides loans for home renovation, Iedor education, angb creation

loans for migrant laborerd.oan sizeferm and interesvary byproduct In
generaltheinterest rate of this bank sgen as favorable amelatively low.

Most loans are for SME development, agricultural capital, or mortgages (see
Annex for details).In practice, both poor andarginallypoorhouseholds
canacqure loans from this bank.

VBSP has branches at the two commurezscefarmer households do not
have to go to the head office carry outtransactios. The bankeviews and
issues loans cooperation witthe FA, Womerd Bnion (WU), and Veteras
Associaton (VA). Commune authorities and uniogpresentatives participate
in the loan application process

ThoughVBSPIloans arausedfor the specific purposeslentified abovethey
arealsoissued to support major life events and economic shaaits as
sickness, accidentandproduction losss(discussedn 4.1 and4.2). The

banks release loans withgpecific financial periodsvhichsometims limit
farmess @bility to seek doanimmediatelyafter an unexpectegvent has
occurred In the meantime, some individuals borrow mofreyn friends,
relativesor moneylenders, which are then paid off when the bank loan comes
through Loans from \BSP tend tderelativelysmall, limiting their utility.

The term also tends to limited tooneyear.

® |dentified in accordance with poverty line issued by MOLISA: average income is lower than
260,000VND (US$15)head/month.
" The distance from commune center to the VBSP district head office is 6 km.
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VBSPcollects interesmonthly and quarterlyAccording to local farmers and

t he bankos paymentslrs not diffinult lrecaase the installments
are reasonableloarsissued with a ongear term usually involve a ofigne
collection. With longerloanterms payment frequencwill be agreedipon
between the bank arikde borrower. The bank hasaloan extesion policy for
households that encounter problems araheddue dategspecially in cases of
serious amal diseae spreading through tlaeea. Respondents reported that
some households end up having to take credit from relatives, friends, or
private lenders to pay batbars.

VBARD

Along with VBSP, VBARD is avery familiar bank witin these communities
VBARD differs from \MBSP in that it isa commercial bankWith the
advancement addwide branch networkcrosghe country, this bankas a
significant presencm rural areas anpglays acritical rolein providing
production/business loans faural household.

Unlike VBSP,VBARD generallydisburses its loardirectlyto farmes
without working throughmediating partnersSimilar toVBSPloans,VBARD
loans are provided for business/guction development purposes |
practicemanyfarmer householdarestill using these loans to underwrite
major events and offset shocks.

The VBARD loans bring some advantage®r VBSP loans:

No restrictions ortlientbase Any household can approattte bank

Large loans available to support major events or shézdsterm is
relatively long

1 Thoughdisbursement can take up to a moidnmer housholds can
approach théank at any time ofea® it is not limited to certain
lending periods lik&/BSP.

The biggest obstacle to borrowing from VBAREcollateralrequirement
normallyaland use certificateSome poor households, particular young
couplswho havejust ef t t hei r,ane aoadentd nseétthis o me s
requirement.Additionally, V B A R Driiesest rate arehigherthan VBSP,
currentlyl.5 percenimonth As Table9 andTablellindicate, fewer
households overall borrow froBARD thanVBSP.

See Annex for details on VBARD loan products.

Farmers Association
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In the two communes, farmer households ako acquirdoans fromthe FA
Funding for these loans comiesm the Central bevel ofthe FA. All

members can approach the FA boisiness/production development purposes.
The interest rates very low, only 0.30.5 percentmontHy. However,

outreach is limited. ITa Thanh Oaionly 64 households have loamsrh this
source, totaling20million VND (US$30,952) In Vinh Quynh, these

numbers ar80 households antdDOmillion VND (US$23,810) Loan size is
also small, generally below $50terest and payment plans are similar to
VBSP(see tabls).

Like VBARD, thesdoars are officiallyfor business/production development,
but farmer householdsometimes use them to cover major events or economic
shocks.

See Annex for details dPA loan products.

Friends and Relatives
Loan uptake m Vinh Quynh
0 According torespondents
a0 borrowing from friends and
relatives isa common
30 strategyin poor
a0 households, especially
M - amongsiblingsandother
relatives. Table 9 and 11
clearly reflect this: 70.1
10 - —  percenbf discussion
0 - ; ; . . . . membes have sought a

VBSP VBARD Relatives Friends Money Fanmer loan from relatives and
Lenders  Tlnion 41.0 percent have such a

Financial Sources

Loan uptake m Ta Thanh O
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supplement the savings.is a form of mutual aid practiced in these
communities.

Generally no interest is chargedowever, thidoan source also brings
disadvantagesncludingarelatively small amount unsuited to major needs.
Credit tem is also shortandborrowes normally have to find another source
to cover this credit afterwardvioreover,availability varies by how much
money friends and relatives have to lend at any given time.

Money Lenders

In rural areas o¥ietnam, and particularly thedxthernprovinces theprivate
lender(money lenderjnarket is shrinking (as opposed tinang growth of
formal financial institutions)Thistrend is reflected in the two communes
However, theprivate lender markaetill existsin pallel with other credit
sources, meeting threeed of local people, especially pahouseholds

Themajoradvantages ahoney lenders amguick responseanda simple
application processnaking the loans webuited tosudden evestor shocks
Householdgursue such loans to cover unexpected expessels as medical
costs after accident or illnesnd to hp cover bank loan payments when a
due dateapproachesData inTables9 and 11 showethatthe numberof
households using the private lender market is secaolydto thoséborrowing
from relativegfriends (572 percent had taken credit fngprivate lendes and
36.7 percenhad such loans outstanding).

Disadvantages from this source areall loan size (private lender wartb

ensure repaymenéndhigh interest rate around 2B percentnontHy. In

addition, the monelenders will only give credit to c&in households i.e.

those they deem léty to paytheir loans backIn some casegrivate lendes

ask for collateral such adand use certificaté/ery poor households

generally do not seek monknder credit because they know the lenders will
rejectthem in the screening procedsouseholds with more business or
salaried income generally have an easier time than agricultural households in
acquiring these kinds of loans.

General Borrowing Patterns Agricultural vs. Non-agricultural
Households

Discus#on resultandicated that most householdsher than the most
affluent borrow when faced with an economic shock or other costly event.
However, theravere reportedlifferencesn borrowing patternbetween
farmer householdand business/salariéduséolds. Farming households
generally have more demand for loans than dibeseholdbecausef

limited cash income. At the same time, farmer households have more
difficulty acquiring loans from both formal and informal sources. They are
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generally viewd as highrisk borrowerccompared tmthers with more
substantial cash incomes.

The majority of loans intended for business and production investment go to
businessowning householdss one might expector example of six
businessowning householdsnterviewedin Vinh Quynh communaeall six had
businesdoars outstandingvith VBARD or VBSP, fourof six hadloans from
friends,threeof six havehadloansfrom relatives, and thref six havehad

loans from private lendergzarminghouseholdsisoreported demand for
production investment loans, especially for husbandry activitysome

found difficulty in being approved for such loans.
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Box 7: CaseStudy on Credit, ROSCAs &ebtManagement

The D family is a poor household in Thuong Plmaenlet of Ta Thanh Oai commune. T
family has five members, with Mr. Das the only major wagener. His wife is suffering
from a brain disease and cannot work. His three children are students. The main

sources of the family are agriculture amdall business Their average income is 1.5 millio
VND per month, which translates to 300,000 VND (US$18)/person per month, equiva
10,000 VND/person/day or $0.60/person/@agll under poverty threshold of fersoriday).

Their income has been this level for at least the past three years

From 196 to the present, the family has borrowed from multiple sources including VBA
VBSP, and private lenders. The first loan from VBARD in 1996 was 5 million V
(US$298) with an interest rate 1.1 percper month; the loan term was one year. Mr. D
to provide his land use certificate as collateral. There was -timmadoan capital paymen
and monthly payments for interest. He invested this loan in a coal business by pur(
coal from illegalmines to sell in the commune. After one year, he managed to make a
of 15 million VND (US$893). He paid off the loan and took loans of 5 million V
(US$298) in the two years following. In total, Mr. D borrowed 15 million VND (US$8
from the bank19961998) and made a profit of about 50 million VND (US$2,976). He
this income in part to build his house, valued at 70 million VND (US$4,167)

At the same time he built the house, his coal business had to be closed due to
problems. He moved to work as an unskilled laborer in the transportation industry. In
he had an accident and lost a finger. Unable to continue his currenth@dr&came &e om
man (motorbike taxi)

In 2004, Mr. D took a loan of 6 million VND (US$357) from VBSP, with a-gear term and
quarterly interest payments, in order to invest in livestock. He bought three sows for 4

VND and invested the rest @nimal feed. After one year, he sold the piglets and receg
exactly 6 million. He paid the loan back at due date and had a profit of three sows va
about 3 million VND (US$179)

At the end of 2004, a serious shock befell his family. His wifeabee sick with brain diseag
and entered the cancer hospital (called K hospital) in Hanoi. After four months, the m
expenditures rose to 50 million VND (US$2,976) and his wife lost her capacity to work
D sold 50 r of his house land (receivir@p million VND [US$1,190]), all his sows (endin
the husbandry business), and some other assets. Since 2005, his family has been ¢
among the communeds poor .

In 2006, Mr. D took a credit of 10 million VND from a private lender with an interestofa?
percentmonth He uses this credit to trade in sugar cane. He buys sugar cane from Ho
province and transports it to the commune by a hired truck. He then sells the cane t
cane water shops, both whole and retail sale. On averaggkes 3 million VND (US$179
a month, with a profit of 1.5 million VND (US$89). This profit is used for family expen
Each month henanages to save 30,080,000 VND(US$23)i n a fisaving
payments.

Because the family is poor, all mbars have medical insurance cards. His wife uses
insurance for medical checks and treatment in Hanoi. Though they do not have to |
medicine, she is dissatisfied withe medical service she receives with the card. She th
thatthedoctors do at pay much attention to people using insurance cards.

Mr . D has been a member of a fndveteran
members, and each contributes 100,000 VAI3$6) monthly for the budget. Every si
months, one member will takiee whole sum of 12 million VNRUS$714) Mr .  tubnowall
be in 2009; he will use this to pay off parttiéf a mi | yés debt s.
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5. FINANCIAL EDUCATION FINDINGS
5.1. Knowledge andAttitude Toward Insurance

Researclshowed thatthetenfii nsur anc e otomostfaimersinf or ei gn
the two communesThey found no difficuly in listing typesof insurance

existing within the communityAlso, they were able to list specific target

groups for specific kinds of insurance~or instance, regmdents knew that
childrenyoungerthan six years old whare membexof poor households or

policy grougs will be granted medical insuranc&espondents also suggested

that average households are ablbug optional medical insurancé&or life
insurancerespondents offered thatlucation welfare insurance pratisifrom

Bao Viet, Bao Minh, or Ridentid companies are only marketedwealthy

families

At the same time, the dataTable13 below suggestsh at | oc al peopl eds
technicalknowledgeof insurarte is limited Terms likepremium,

beneficiary, and waiting pericare known bestBut very few understood

technical terms such aslicy, benefit,claim, exclusion, eligibility,

deductible, o-paymentand preexisting ondition

Table 9 Familiarity with InsuranceTypegProviders

Insurance Type Ta Thanh Oai Vinh Quynh Total
Number Number Number
of % of of % of of % of
clients clients clients clients clients clients
Medical Insurance 56 88.9 36 66.7 92 78.6
Bao Viet 3 4.8 21 38.9 24 20.5
Prudential - - 4 7.4 4 3.4

Table 10: Knowledge ofSpecific I nsuranceTerminology

Ta Thanh Oai Vinh Quynh Total

Concept Number of Number of Number of

respondents w/ % of respondents w/ % of respondents w/ % of

understanding respondents understanding respondents understanding respondents
Premium 14 22.2 19 35.2 33 28.2
Policy - - - - - -
Beneficiary 13 20.6 26 48.1 39 33.3
Claim 1 1.6 1 0.9
Benefits 1 1.6 2 3.7 3 2.6
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Exclusion

Eligibility

Deductible

Waiting
Period 7 11.1 28 51.9

35

29.9

Co-payment

Pre-Existing
Condition

Amongthe variousnsurance typesnedical insurance isest knowd
respondents knethe levelof premium and the insurance period. However,
the majority didnot clearlyunderstanall thebenefis of using it for medical
servicesincluding coverage and level of reimbursem&tdany complaints
have ensuedfter using the medical insuran@ed notreceiving the level of
benefits they thought would apply.

Box 8: Testimony onl nsuranceKnowledge &Use

fil had a medical insurance card ahdveused it twice. Once was long time ago
whenl gotin an accident] broke my leg anévas in a hospital for 10 days. | was
reimbursedor my bed/place fee. But | had to fay the medicinenyself. Last year
took one acupuncture treatment in theionaltraditional hospitalfor 2 weeksl did
not have to pay anythingheinsurance couwedit all. | do not really understand why
the coverage was differeat

(NTH, female 48 years old Nhan Hoa hamlet of Ta Thanh Oai commune

Respondents were even less informabdut the insurance products from Bao
Viet, Bao Minh and Prudential compani&€3nly those who werelients of
these companidsad knowledge atheir products

Many respondents openlyondeedwhetherinsurancepremiuns were
affordable for them, and whethemmpensation/beneditvere reasonable.

They also wondered whether the clgnocedure is complicated andhether
payouts would lose value due to inflation ogdonginsuranceperiod €.9,

for life insurance).Many stated that uncertainty over these issues ha
prevented them from pursuing insuran&®r example, manfarmess

expressed a great deal of concern over the inflation/payout issue mentioned
above when it comes to products offered by companies suRtudsntie|

AIA, and Bao Viet.Somerespondents had negative opinions of insurance
agents and were hesitant to apgfothem with these kinds of questions.

Box 9: Testimony onl nsuranceAgents
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fi élnsurance agents are deceigerhey all try to sell insurance products to
relatives/friends. By the time they sell to all their relative/friends, they stop working
as an agent. Many people feel guilty after buying insurance products and want o
withdraw. There is n®rudentialagent n this communéhat | know o 0

(NQT, male, 48 years old, Thuong Phuc hamlet of Ta Thanh Oai commune)

Householg with different income levelshoweddifferentlevels of

knowledge and consideration of insurand&ost poor andmarginaly-poor
householdsad they had notonsidereaptional insurance because they had
Ano mdeomayyooit These same households reckoned that if they did

not receive medical insurance free, they would never buy it, even though they
know it is useful and necessary for their familiestcerage and wadthy

households generally had at least investigated purahléfsiinsurance for

their family membes.

5.2. Obstaclesfor Buying Insurance

There aremultiple reasons local people have not considered or bought
insurance

First,they have or feel they hamw® moneyto buy insuranceThis is the most
important reasa cited befarmers(71.8 percent Even optional medical
insurancewith obvious benefits and a reasonable premium,deamed too
expensive to purchase fpoorer households The totalpremiumfor such
insurancdor a family with 4 members is 960VND (US$57) and this is
seen as Augesum relative talaily consumptiomecessities.

Box 10: Testimony onAffordability of Medicall nsurance

fiMy family hadour members. My two children are now schpopils who
haveschool insurance. Whusbandnd Idonot have insurance. With some
hardship, | can buy insurance for myself. But it is not fair for my husband if |
only buy insurance for myi6eBut | camot afford to buy insurance for both of
use o

(Female 45years old poverty marginal household with mamcome from
non agriculture job in Vinh Quynh commgne

Even more daunting are life insurance premidios companies like Bao
Viet and Prudential; these are seen as affordablefonlyealthy households.

Second|ack of awarenes=f the naturef insuranceas a barrier. With

medical insurangdor example, many peopkay they do natareenough
about their healtho seek regular medical care, and they view insurance as a
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waste if not used frequently. In other words, if they are not sick vileav

t he

premium as

Al

ost . o

Third, most clientarenot satisfiedwith the quality of servicethey recieve
Many farmers complaied about the service they received using medical
insurance They felt most hospitals dwot pay adequate attention to patge
who use medical insurance card heyreceivelower-quality service and wait
longercompared to those who pay directly for medical services

Fourth, concerninghelevel of benefit of medical insurancéarmers
complained that medical insurance doesneimburseenough medical
expensesMany costlymedicines, they noted, had to be paid for by the
patient. Respondentalsosaidthatfor serious diseas#etotal medical
expensearenormally much higher thatotal reimbursenentfrom insurance
They also noted that payodtem longterm insurance like life insurance will

di mi ni sh

i n val

ue

under

t he

nat.i

Fifth, insurancesales policies are inonvenientfor manypeople. For
examplewith optionalmedical insurance in 27, the company only sold
insuranceo families in which all members were enrolled. In addittbe,
company only issukinsurance fohamles whereatleast 30 perceruf
populationhad enrolled and fgerecinc/communswhere 10 percent had
enrolled Thatregulation significantly limited the number of clienfbhe
restrictions were lifted after 2007.

onods

Table11: Why do families not use insurance products in your community?

Reasons Ta Thanh Oai Vinh Quynh Total
Number Number Number of
of people % of people % people %
No money 50 79.4 34 63.0 84 71.8
Unsure of
service quality - - 21 38.9 21 17.9
Do not see much
benefit from
insurance 15 23.8 26 48.1 41 35.0
Medical
insurance card
only available
when they have
no money - - 3 5.6 3 2.6
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Box 11: Testimony orExperience withFormal I nsuranceProduct

Mr.N is a member of a wealthy household in Nhan Hoa hamlet of Ta Thanh O4
commune He b o u g h tinslaand®s g \ofdr igesgn in 2002 witlavalue of
31 million VND in the term 020027 201Q Yearly premium is 2,680,000ND
(US$160) which is0.4 percent of theotal income of his family After 10 years, he
will have paid26,800000VND (US$1,680)nd will get31 million VND

(US$1845) (value added is 4,20000 VND or US$16h Premium is due annually
around OctoberHe doesnot have difficultypaying this premium. Thegyment
methodis very convenierd theinsurance agent collesthe premium at his house

The family added partial medical coverage to this policy, which tgpéion offered
by the Bao Viet company.n007,his son(the insuredlhad a surgery in Viet Duc
hospitalin Hanoi The btal cost ofthis surgery was 6 million VNDUS$357) He
informed the insurance agent, whareato his house tprocess theeimbursement.
All paperworkand claim procedures wecempleted at that timeThe insurance
company informedhim that his son will beeimbursed witin two monthsput he
does not know how much the reimbursemeititbe. It has beersix monthssince
his son left the hospital.

5.4. Reported Obstacles in Perspective

Though the client perspective here is critical, some of their statements on
obstacles to insurance require additional context. Lack of money was
frequently cited, but the reader should beamind that the premiurfor
medical insurance is only 240,000VNDS$15) persoryear. Even for
farmers, this is not largesum d money. Risinessowning/salaried
household might earn 22 million VND (US$66120) per month, and
unskilledworker mightearn50,000VND(US$3)Hay, so the premium
remains in reach for nearly everyone.

Researchersé observations suggest
awareness and understanding of insurance. Many sohopigt understand
the meaning or necessity of insurance bade not considered tivalue as a
risk-coping strategy in the life cygléhey tend to focus more on imediate
benefis. In addition, quality of medical insuranead its associated service
remainin doubt. Even the life insurance product from Bao Viet Company,
which has one of the betteputatiors, is subject to many complaints about
guality and serviceMany existingclientstalk of canceling their insurance,
seeing only the depletion of tihedavings as an effect.

5.4. Demand for Financial Education
Most ofthediscussion membetsave participated in trainings in the past

focused on topics such agriculture extension, environmental sanitatemd
eveninsurance awarenesklowever, demantbr risk management and other
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financial training remained highin fact respondents were unanimous on the
issue. Table 15 below illustrates.

Table12 Training subject needed

Number of
Training subject people Rate (%)
1. Investing your money? 64 100
2. How to save more money? 64 100
3. Preparing a budget? 64 100
4. Purchasing insurance? 64 100

Women expressed particular interestimancial andisk managementelated

training? Al 1 agr eed lifedikact tAhteh et rmeoirnei ng met hod
effective it will be with participants from farming household$erefore, the

most suitableapacity development methogrobably would employ an
activeparticipation learning modeFemaleparticipants imon-agricultual
groupspreferedto orient the training around receipt of a certificate, while the
otherfemale group prefeedcompetitiororiented trainingvith awards for

thewinning group(they feltcertificates donot have any practical meaning for

farmerg.

Table13: Training methods

How would you like to learn this Number of Rate (%)
information? people

Training/workshop with VIDEOs, DVD 64 100
Receive material 60 93.8
Study tour 4 6.25

5.5. Timing for Financial Training

Themost convenienime for trainingwomenand mernis in theevening on
any dayof the week.However, in the studied communes, wontemd to
participate insuchmeetings more than melmost no one expressed a

8 Women are the financial managers in Viethamese holgsehod would most likely be the
ones to make the decision to purchase insurance. (Conversation between Liz McGuinness
and Professor Hung, Aug. 26, 2008)
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preference fodaytime training course Training duration for ezh session
should be two hours or leSBhe most suitable time is aftel30:pm, with a
session frequency of2/week

Table14: Proposedraining calendar

Training needs Total number Number of Rate (%)

of discussion responsive

members members

Duration
1h 111 14 12.6
2h 111 71 64.0
Time
Morning 111 3 2.7
Afternoon 111 3 2.7
Evening 111 74 66.7

Location: 100 percent ofliscussion members agreed itheth a m|l et 6 s
meetinghall would be a convenient location.
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6. CONCLUSIONS & RECOMMENDATIONS

6.1.Conclusions

1 The survey resudtrevealed many different risks/stressors in the
life cycles and livelihood activities of these households. About
half of the bp-ranked risks are insurable, including iliness,
accidental injury, funeralgnd crop loss.

1 Existing insurance products are not meeting the diverse demands
of these lowincome households, and hence uptake is low. The
limitations d available insurance produdgteclude: low quality of
service unreasonable benefiimconvenient ttribution chanels,
and anarrow range of products.

1 Inthe absence of appropriate insurance products, households
practice a variety of coping strategies. Many whq eam extra
income from unskilled labor; others borrow from formal financial
institutions, from other households, or from private lenders at high
interest rates. Typically, these coping strategies do not resolve the
risks and often lead to heavy debor example, participants
report that even the least serious illnesses requiring medical
can cost up to twice the annual per capita income for this area (up
to $900, with per capital income in the $4480 range). More
seriousbut nortlife threatening illnesses might cost up to $8,00
The common coping mechanisrhunskilled labor emipyment
might only generate an additional $3/day. Loans are available but
payments represent an additional expense in precarious financial
circumstances.

1 Coping with risk is a high priority for most farmer households in
the studied areas, and they expiagsrest in participating in
appropriate insurance schemes. However, multiple factors, both
clientbased and providdrased, impede the spread of insurance in
this population. First and foremost is the lack of money for
premiums. Other barriers includack of understanding of
insurance, dissatisfaction with the benefits, dissatisfaction with
guality of service, inconvenient sales policies, and concerns over
theeffect of inflation on benefits.

6.2.Recommendations

1 The most salient insurable risks g population are illness,
accidents, funeral expenses, and crop/livestock failure. Product
development should focus on those areas.

1 New entrants into the market must aim to improve on existing
insurance in key areas, such as quality of service, comenad
service, and clearlgxplained benefits.
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1 Financial education should be launched along with the insurance
products. The population is receptive to such training and has
provided clear direction on how it would like to receive training.

1 Table 14 inttates that about 30 percent of the surveyed population
does not take up insurance because they are not convinced of its
value. ltis this population that can be reached most effectively
with financial education and may become the core client base for
anynew insurance productfesearch also notes that households
more heavily engaged in seasonal unskilled labor are more prone
to save, and these households may be most likely to purchase
insurance.

1 Uptake projections must remain moderate. Nowamof financial
education maympact the 70 percent of this population that is
uninterested in insuraedecause they cannot afford it. At the
same time,He Vietnamese field researchers obsertred
premiums were within reach of maginsumers in this areaven
some whastated that they cannot afford them, so financial
education might again provide an entry point to build clients
among this 70 percent.
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ANNEX
Data on loan sources of Thanh Tri district and the two communes of Ta Thanh Oai and Vinh Quynh
(5/2008)
Sources| Outstanding No. of | Target group/loan purpose| Collateral Interest Loan size | Loanterm Interest &
loan HHs requirements rate - payments
with (Million (year)
(Million loan (percent/ VND)
VND) month)
VBSP 30.305 4.032| Poor household No collateral 0.65 30 | -short term | - Medium term:
O 1 loan recovery
-medium periods will be
Clean water and term > 1 to agreed between
- environmental sanitation - the bank and the
k3] 10.306 1.500 works No collateral 0.9 | 4 million/ 6 borrower.
= work
% - short term loan:
= 1.682 236 | Student/pupil No collateral 0.5| 15 million onetime recovery
[ at due date
<
% ] ‘ -Interest payment;
P 12.020 707 | Job creation glg cc;lll[ateralo 0.65 —hDoubIe per month or per
= million 20 milion | e quarter
remairing
Mortgage loan per laborer study
> 20 million period
2.300 6 | Small and medium No collateral 0.9 | 500 million/ | Maximum
enterprises 1 enterprise | 60 months
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Ta Thanh Oai commune

VBSP

3.271

361

Poor households

No collateral

0.65

7-10
1520

- One installment
for loan at due
date.

- Interest
payment: per
month or per
guarter

404

51

Clean water &
environmental sanitation
works
renovation/construction

No collateral

0.9

- One installment
for loan at due
date.

- Interest
payment: per
month or per
quarter

518

64

Pupil/student

No collateral

0.5

Maximum
13 years

- One installment
for loan at due
date.

- Interest
payment: per
month or per
quarter

FA

520

130

FA member

No collateral

0.30.5

3-5

- One installment
for loan at due
date.

- Interest
paynert: per year
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Vinh Quynh commune

VBSP

4.000

320

Poor households

No collateral

0.65

5-20

- One installment
for loan at due
date.

- Interest
payment: per
quarter

300

60

Job creation

No collateral

0.65

- One installment
for loan at due
date.

- Interest
payment: per
quarter

1.200

150

Clean water &
environmental sanitation
works

No collateral

0.9

- One installment
for loan at due
date.

- Interest
payment: per
quarter

FA

400

80

FA member

No collateral

0.5

3-5

- One installment
for the loan at due
date.

- Interest
paymentper
quarter
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