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 Glossary1  

ADVERSE SELECTI ON 

(ALSO ANTI -

SELECTION ) 

Also called anti-selection, the tendency of persons who present a poorer-than-average 

risk to apply for, or continue, insurance.  If not controlled by underwriting, results in 

higher-than-expected loss levels. 

ASSETS The stock of wealth in a household. 

BENEFIT  The amount payable by the insurer to a claimant or beneficiary upon the occurrence 

of the insured event.  The benefit amount should be consistent with the insurable 

interest.  Allowing coverage above the insurable interest encourages fraud and moral 

hazard risks. 

CLAIM  A request for payment under the terms of an insurance contract when an insured 

event occurs. 

CLAIMS PROCESSING The system and procedures that link the occurrence of an insured event with a payout. 

It is extremely important that microinsurers minimize the time spent in processing 

claims so that the insured receives the payouts as quickly as possible. 

COVERAGE OR COVER The scope of protection provided under an insurance contract. 

ECONOMIC STRESSOR A predictable event that puts pressure on household cash flow such as a marriage or 

school fees. 

HEALTH INSURANCE Protection from the costs of illness, accidents, and other health-related risks. 

INSURANCE A system under which individuals, businesses, and other entities, in exchange for a 

monetary payment (a premium), are guaranteed compensation for losses resulting 

from certain perils under specified conditions. 

INSURED The policyholder, the person or entity protected in case of a loss or claim. 

INSURED EVENT The trigger event that leads to the submission of a claim (e.g., death of the 

policyholder). 

L IFE INSURANCE Coverage providing for payment of a specified amount on the insuredôs death, either 

to the deceasedôs estate or to a designated beneficiary; or in the case of an 

endowment policy, to the policyholder at a specified date. 

MORAL HAZARD  A risk that occurs when insurance protection creates incentives for individuals to 

cause the insured event; or a behavior that increases the likelihood that the event will 

occur, for instance bad habits such as smoking in the case of health insurance or life 

insurance. 

POLICY  The legal document issued by the company to the policyholder that outlines the 

conditions and terms of the insurance; also called the policy contract or the contract. 

POLICYHOLDER  A person or entity that pays a premium to an insurance company in exchange for the 

coverage provided by the insurance policy. 

PREMIUM  The sum paid by a policyholder to keep an insurance policy in force. 

RISK  The chance of a loss or the loss itself. 

RISK MANAGING 

FINANCIAL SERVICES 

Emergency loans and accessible savings accounts (in addition to insurance) that assist 

low-income persons in managing risks. 

VERIFICATION  The process by which claims are determined to be valid, i.e., life insurance requiring 

a death certificate and/or attending the funeral of the deceased.  Verification should 

provide proof, from two independent parties that the insured event occurred but not 

cause undue hardship for beneficiaries.  (Also known as claims validation, claims 

underwriting, or adjusting.) 
 

VULNERABILITY  The ability of individuals and households to deal with risk.   

                                                 
1
  Sources include: Churchill, Craig F., Dominic Liber, Michael J. McCord, James Roth.  Making Insurance Work 

for Microfinance Institutions: A Technical Guide to Developing and Delivering Microinsurance.(ILO, Geneva: 

2003). 
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1. INTRODUCTION  

Managing agricultural risks and improving the well-being of rural populations are key 

components of Vietnamôs agricultural development strategy. The Asian Development Bankôs 

(ADB) Technical Assistance Project No. 4480 VIE is assisting the Vietnam government with the 

development of risk management tools for the agricultural sector. The purpose of ADBôs 

technical assistance is to: 

 identify impediments to developing sustainable agricultural insurance in Vietnam and 

propose policy options; 

 provide feasible models for informal agricultural risk mitigation and formal agricultural 

insurance for pilot testing;  

 conduct pilot testing of informal and formal risk mitigation models. 

 

The technical assistance project is following a formal process to develop agricultural insurance 

and risk mitigation models that meet the needs of the low-income rural market. In order to ensure 

that the product offered was one that the market demanded, this process includes the following:  

 needs and capacity assessments of institutions responsible for the delivery of insurance
2
;  

 market research with farmers; 

 product design (incorporating market research and supply side assessments);  

 product pilot testing;  

 final product refinement and implementation (assuming satisfactory pilot testing).  

 

The project team is carrying out this technical assistance project in two phases. The first phase 

included market research and institutional assessments and resulted in an agricultural insurance 

product design. The second phase involves a pilot implementation of the insurance in a selected 

region of Vietnam. This report summarizes the results of the market research that led up to the 

product design. There were two stages to the market research: the Demand Assessment Survey 

and the Product Concept Test Survey.   

The Demand Assessment Survey took place in three provinces of Vietnam between late 2005 

and early 2006. It identified the major risks and vulnerabilities facing farm households. Where 

agricultural or other types of insurance were available, the study explored farmersô satisfaction 

with these services. The study also assessed the financial profile of farm households and their 

capacity to afford insurance premiums in the context of other financial commitments. In 

addition, the research team examined an existing informal agricultural risk mitigation schemeð

founded  by GRET (Groupe de recherch® et dôexchange technologiques) a French NGO which 

provides livestock insurance to farm households. An analysis of consumer behavior, along with 

                                                 
2  The results of these assessments were presented in Developing Agricultural Insurance for Vietnam: Interim Report, ADB TA 

4480 VIE, December 2005 (Revised January 2006) by World Perspectives Inc. and Developing Agricultural Insurance for 

Vietnam: Next Steps, ADB TA 4480-VIE  by World Perspectives, Inc.  April 2006. 
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an assessment of the supply side provided the information needed to develop an agricultural 

insurance product concept.   

The Product Concept Test Surveyðthe second stage of the market researchðtest marketed the 

product concept with farmers in Dong Thap Province in early 2007. This survey helped 

determine farmersô demand for the insurance product and their willingness to pay for it. 

Together the two market research surveys addressed the following questions: 

 What are the key agricultural risks and vulnerabilities facing farmers in Vietnam? 

 How do these risks affect farm households? 

 How do farm households respond to and cope with these risks? 

 How effective are these responses? 

 How can farmers respond more effectively to risks? 

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

 Do farmers understand the concept of agricultural insurance? 

 Are farmers willing to pay for agricultural insurance? 

 Are farmers willing to purchase the index insurance product concept? 

This report includes seven chapters, four annexes, and several case studies. Chapter 1 introduces 

the purpose, methodology, sampling strategy, survey locations, conceptual framework that 

guided the research, and the economic status and strategies of surveyed households. Chapter 2 

describes the agricultural risks and their impacts on farm households. Chapter 3 and 4 review the 

strategies that farm households use to cope with agricultural risks. Chapter 5 presents the case 

study of an active semi-formal livestock insurance program in North Vietnam. Chapter 6 

presents preliminary conclusions about the opportunities for agricultural insurance in Vietnam 

and describes the results of the Product Concept Test Survey.   

Methodology  

An international team assembled by World Perspectives, Inc. (WPI) carried out the surveys. A 

microinsurance specialist from Microfinance Opportunities led the team. The microinsurance 

specialist designed the market research and reported the results, trained local researchers and 

supervised them, and carried out some of the field research.  Dr. Dao Van Hung led the team of 

local researchers that conducted most of the field research and analyzed the results.   

The study used three qualitative research instruments to collect information: Focus Group 

Discussions (FGD), Participatory Rural Appraisal (PRA) tools, and individual in-depth 

interviews. The focus group participants came from a variety of backgrounds. They were either 

members of farm households or community leaders with experience and knowledge of the rural 

economy, agricultural production risks, and risk management techniques. In addition to focus 

group discussions, the survey team conducted individual interviews using a questionnaire.   

Sampling Strategy 

Over 300 individuals participated in the demand assessment survey. The sample households all 

depend on agriculture for the majority of their livelihood. The survey team selected the following 

groups to ensure a broad representation of households in rural Vietnam:   
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 male and female farmers; 

 poor, average, and better-off farmers; 

 households with agricultural income from crops and from livestock; 

 farmers with and without prior experience with informal or formal insurance. 

 

Table 1.  Number of Survey Instruments by Province 

  PROVINCE 

 VINH PHUC THAI BINH  DONG THAP 

Survey Instruments Number 

Focus Group Discussions (FGD)  

Risks and Risk Management 

Strategies 
3 4 4 

Client Satisfaction with Insurance  2 4 4 

Participatory Rapid Appraisals (PRAs)  

Time Series of Risk  3 4 4 

Seasonality of Risk  3 4 4 

Seasonality of Income and 

Expenditures  
3 4 4 

Individual Interviews   

Case Study on Informal Insurance  1   

Loan, Savings, and Insurance Use 3 7 7 

Agricultural Risks and Risk 

Management Strategies  
3 7 7 

 

Survey Locations  

The study teamôs task was to survey the agricultural insurance needs of farmers in Vietnam and 

design a pilot project. Given the resources available, field research took place in three provinces: 

Dong Thap in the Mekong River Delta, Thai Binh in the coastal region of the Hong (Red) River 

Delta, and Vinh Phuc in a hilly area on the Red River north of Hanoi. By selecting three 

locations, the study was able to capture different types of agricultural activities and risks related 

to agricultural production. The study team selected a representative district for each province; 

within each district, the team selected two communes as research sitesðone poor and one better-

off. The team used similar research methods in all three provinces.     

In Dong Thap, Tam Nông District has a considerable dike and canal system and produces both 

rice and fruit trees. There is a primary weather station nearby in Cao Lanh. In Thai Binh, Kien 

Xuong District is located 10 kilometers from Thai Binh City near a primary weather station. 

Kien Xuong District has significant rice production and is prone to flooding. In Vinh Phuc, Lap 

Thach Districtôs dominant economic activity is animal husbandry. 

Water-related disasters are the most frequent and destructive natural disasters occurring in 

Vietnam. In particular, flooding causes significant damage because most of the population lives 
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in low-lying areas. The research team selected two of the three provinces for study because of 

their considerable exposure to flooding risks. In Dong Thap Province, flooding is a slow onset 

event; there is some lead-time between the stage of excess rainfall and the onset of flooding. In 

Thai Binh Province, flooding is a rapid onset event with little lead-time; heavy rains can create 

problems quickly. In both of these provinces, agriculture production, predominantly rice, is the 

main source of livelihood. The study team chose Vinh Phuc Province because an informal 

livestock insurance program started by GRET is already in place there. (Livestock is an 

important source of farm income in this province.) 

Table 2.  Selected Characteristics of the Three Provinces 

 PROVINCE 

 DONG THAP THAI BINH  VINH PHUC 

Region South Central/North North 

Population  1,654,500 1,875,000 1,200,000 

Population Density 449 persons/km
2
 1,183 persons/km

2
 540 persons/km

2
*  

Land Area 3,390 km
2
 1,542 km

2
 1,371 km

2
 

Location Mekong  River Delta, 

bordering Cambodia 

Hong (Red) River Delta, 

on coast 

Hong (Red) River Delta, 

north of Hanoi 

Other 1,240-1,450 mm rain/year 1,400-1,800 mm rain/year Hilly  

* Population density of Lap Thach District only. 

 

Dong Thap Survey Sites 

Dong Thap Province is located in the Mekong River Delta in South Vietnam, 171 kilometers 

from Ho Chi Minh City. The province has a tropical climate, with 1,240-1,450 mill imeters of 

rainfall annually, and shares a 52-kilometer border with Cambodia to the north.  

The survey team selected Tam Nông District in Dong Thap for the study. Tam Nông has 11 

communes and 1 town, and a population of 96,641 people with 22,238 households. The district 

specializes in agricultural production. Its agricultural output (84% crops) accounted for 98% of 

the districtôs total output value, with rice making up 98% of total food crops in the district.   
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The study team selected two communes within 

Tam Nông: Phu Cuong, which is better-off 

compared to the district average (only 17% of 

households are poor), and Phu Hiep, which is 

poor (21% of households are poor).   

Households in both communes depend heavily 

on rice production. On average, each 

household in Phu Cuong and Phu Hiep has 1 

hectare and 1.4 hectare of rice fields, 

respectively, and as much as 90% of household 

income comes from rice. Table 3 presents basic 

data on the two surveyed communes of each of 

the three provinces. 

Thai Binh Province Survey Sites 

Thai Binh Province is located 110 kilometers 

southeast of Hanoi in the Hong (Red) River 

Delta, close to the northern economic triangle 

of Hanoi-Hai Phong-Quang Ninh. The 

province is in the middle of a system of seas, 

rivers, and coastline; located on the edge of a 

tropical zone with heavy rainfall (1,400-1,800 

milli meters annually), it is prone to flooding.  

The survey team selected Kien Xuong District, 

in south Thai Binh, because its population and 

production are typical to Vietnam, and as a 

low-lying district, it is subject to flooding 

every year. The districtôs current irrigation 

system is not sufficient for agricultural 

production purposes and the drainage system is 

inadequate to handle the annual floods. The 

total area of rice production is 26 hectares 

(26,000m
2
), with average productivity in the 

winter/spring season of 70 quintal (700 

kilograms) per 10,000 m
2
, and in the 

summer/autumn season, 50 quintal (500 kilograms) per hectare (10,000 m
2
). Farmers in Kien 

Xuong District experience crop failures on a regular basis and lose on average four crops out of 

every ten harvested.    

The survey team selected two communes in Kien Xuong: Thanh Tan and Dinh Phung. Dinh 

Phung is the poorer of the two communes with a poverty rate of 18%; Thanh Tanôs poverty rate 

is 15%. 

Vinh Phuc Province Survey Sites 

Vinh Phuc Province lies in the Hong (Red) River Delta, 50 kilometers northwest of Hanoi.  The 

province is hilly and crisscrossed by many streams and rivers. About 85% of the population lives 

in rural areas, although the average cultivable land per capita is only 400m
2
. Crop cultivation 

Figure 1. Surveyed Provinces 
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accounts for about 61% of agricultural activity but is on the decline. Given its mountainous 

terrain and proximity to Hanoi, Vinh Phuc has a clear advantage in animal husbandry. Vinh Phuc 

has recently seen an increase in the breeding and raising of livestock.  

Lap Thach District, chosen as the site for this survey, is a mountainous district with a total land 

area of 416,200 m
2
. The province is divided into 39 administrative units of 38 communes and 1 

town.  Lap Thach is the most impoverished district of Vinh Phuc Provinceð27% of all 

households are poor. Average per capita income is 4.1 million VND ($257.86) per year.  

Agriculture is the dominant economic activity in Lap Thach, accounting for 59% of all economic 

activity. Animal husbandry makes up 42% of agricultural activities, and crop cultivation makes 

up the rest. The husbandry activities in the district follow traditional methods using local breeds 

of animals with low weight and low productivity.  

The study took place in two communes within Lap Thach: Ngoc My, with a poverty rate of 12%, 

and Dong Thinh with a poverty rate of 24% (see Table 3). The study team selected Dong Thinh 

because a pilot livestock insurance program is already in place in two villages there. 

 

   Figure 2. Rice Fields in Lap Thach, Vinh Phuc, February 2006 


