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ACRONYMS 

 

 
 

 

 

  

ADB Asian Development Bank  

BIDV Bank for Investment and Development of Viet Nam 

SEA Strategic Environmental Assessment  

SOEs State Owned Enterprises 

DONRE 
Provincial Department of Natural Resource and 
Environment 

EIA Environmental Impact Assessment  

EC European Commission 

EP  Equator Principles 

EU European Union  

EVN Vietnam Electricity Group 

IFC  International Finance Corporation 

IISD International Institute of Sustainable Development 

MONRE Ministry of Natural Resource and Environment 

SBV State Bank of Viet Nam 

SOCBs  State Owned Commercial Banks 

JSCBs Joint Stock Commercial Banks 

TechcomBank Viet Nam Technological and Commercial Joint Stock  Bank 

NFSC National  Financial Supervisory Commission of Viet Nam  

PC People Committee  

UNEP UN Environment  

UNEPFI UN Environment’s Financial Initiative  

UNGC UN’s Global Compact 

VAMC Viet Nam Asset Management Company  

VDB Viet Nam Development Bank 

VietcomBank JSC Bank for Foreign Trade of Vietnam 

VietinBank Viet Nam JSC for Industry and Trade 

WB World Bank 
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INTRODUCTION  
 

Recently, Vietnam has been trying to restructure its economy towards efficiency and 

sustainability. To achieve this goal, the Government has developed and adopted many 

policies and action plans to integrate and implement strategic objectives for green growth 

and sustainable development. Credit organizations are considered an important actor in 

the government's action plan to direct investments into environmentally-friendly 

production, to mitigate risks and move towards sustainable development.  

 

Making a contribution to the implementation of the National Green Growth Plan 2014-

2020, the State Bank of Vietnam had issued Directive No. 03 /CT-NHNN in March 2015 

on promoting green credit growth and managing environmental and social risks 

associated with bank loans. In August 2015, the SBV also agreed upon a Banking Sector 

Action Plan to implement the National Green Growth Strategy to 2020.  

 

This report has been consolidated based on the studies conducted in 2 years , 2012 and 

2016, with the purpose to review and analyze the constraints that hinder the ability of 

credit organizations in Viet Nam to develop green credit and encourage adoption of social 

and environmental risk management practices. Based on the assessments, the report also 

recommends policy measures to support credit institutions in growing green credit and 

managing environmental and social risks for the loans granted to development projects.   

 

We would like to thank MacArthur Foundation and the CEPF for their financial support 

for the study. We would like to express our gratitude to the Department of Credit and the 

Banking Strategy Institute (of the State Bank of Vietnam), the Bank for Foreign Trade of 

Vietnam, the Bank for Investment and Development of Vietnam and other commercial 

banks who have shared valuable data with us during the research. We hope this report 

will serve as a useful reference to inform the development and implementation of policies 

related to environmental and social safeguards of the State Bank and other credit 

institutions in Vietnam in the future. 
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SUMMARY 

  
In general, banks consider themselves to be in a relatively low-emission and 

environmentally friendly industry. However, as a provider of capital through credit 

operations, the banking sector plays an important, even a deciding role in the 

implementation of development projects, of which many are at risk of causing 

environmental and social harms such as hydropower, mining or industrial agriculture. 

Therefore, it can be said that the banks could indirectly influence the situation of 

environmental pollution, deforestation, biodiversity degradation, even social unrest. 

Increasing regulatory requirements on environmental protection and human rights mean 

that banks face increasing risk of project termination, suspension or delay if financed 

projects fail to meet safeguard requirements or to address any social and environmental 

conflicts that lead to investors losing their ability to repay loans.  

 

In an effort to move towards a more efficient and greener economy in 2012, the 

Government issued the National Strategy for Green Growth for the period of 2011-2020 

and Vision to 2050, and the National Plan of Action on Green Growth for 2014-2020. 

Implementing this strategy, the State Bank of Vietnam (SBV) has been tasked to improve 

the institutions and enhance the financial and credit performance of commercial banks 

in service of green growth. Accordingly, the SBV issued Directive No. 03 / CT-NHNN on 

promoting green credit growth and credit risk management in credit activities (March 

2015) and the Banking Sector Action Plan (August 2015)to implement the National 

Strategy for Green Growth to 2020. These policies encourage credit institutions to 

actively develop risk management policies and implement measures to promote green 

credit growth. 

 

Vietnam currently has 118 credit institutions including 7 state-owned commercial banks, 

28 joint stock commercial banks, 55 joint venture and foreign banks, 27 finance 

companies and one People's Credit Fund. In 2016, only 3 banks were developing internal 

policies on risk management. This reveals the fact that the system of credit institutions in 

Vietnam does not have a common understanding of the need for adopting environmental 

and social safeguard policies in credit activities. Meanwhile, the green credit initiatives 

have started in Vietnam but are facing a number of obstacles: 

 

Firstly, since Viet Nam still follows a resource-dependent development model, securing a 

balance between growth and environmental protection is always a challenge, especially 

in the energy (coal-fired power, hydropower) and mining sectors. 

  

Secondly, the SOCBs, which dominate the market with over 50% market share, are 

directly influenced by the state to provide loans for a number of state-sponsored 
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investment priorities, such as energy. Many of these projects have a negative impact on 

the environment and natural resources. 

 

Thirdly, although the Government has issued a number of policies on promoting green 

credit in the field of banking and finance, these are not legally binding documents, but are 

voluntary guidelines. Therefore, banks continue to provide loans for profitable projects 

without considering risks of negative impacts to the environment. 

 

Forth, the policies on environmental safeguards have not been applied consistently in the 

banking system. When any bank adopts a high standard of environmental protection, its 

competitiveness in the market will likely to go down as clients tend to go to the banks 

with simpler credit procedures and fewer safeguards. 

 

Fifth, due to the constraints on available information, banks mainly rely on or refer to the 

planning and EIA approval decisions made by the relevant ministerial authority when 

considering lending. However, these decisions are not sufficiently credible, and many of 

the approved projects were not in fact allowed to be implemented.  

 

Sixth, legal enforcement for environmental protection in Vietnam is relatively weak; 

many polluters remain active and in some cases are even licensed to expand production; 

therefore both of banks and project owners lack incentives to adopt more robust 

safeguards. 

 

Seventh, although Directive 03 has been issued, no concrete guidelines were developed 

by SBV to guide its implementation. No specific financial mechanisms have been enacted 

for environmentally friendly projects, while the green projects using environmentally 

friendly technologies often require a large initial investment and take long time to get to 

the breakeven point. 

 

The banking sector has an important role in directing the flow of investment into green 

projects, but the mission of promoting green credit can only be successful if it is 

supported by a comprehensive and substantive reform program. This report 

recommends solutions to promote green credit as follows: (i) Minimize the state's 

influence on the bank's business; (ii) Classify manufacturing industries and develop 

guidelines on technology assessment for each production industries to serve as a 

reference point for the banks; (iii) Map all master plans and areas with sensitive 

industries; iv) Strengthen the implementation of environmental laws and policies by 

disseminating information and empowering the community to participate; (v) increase 

transparency by encouraging banks to minimize risks of conflict by disclosing 

information about the projects applying for loans; (vi) Develop a mechanism for sharing 

information between ministries and banks; (vii) Establish a green project support fund 

with concessional interest rates; (viii) Raise the capacity of credit officers on the 

environmental requirements; (ix) Consider participation in the Equator Principles. 
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BACKGROUND 

 

Over the last 30 years, Vietnam has been following a resource-dependent growth model 

which brings limited added value and has had damaging environmental consequences. In 

an effort to restructure the economy towards a more efficient and cleaner model, the 

Government has issued a National Strategy for Green Growth in 2012, in which the 

banking sector is tasked with improving institutional framework and strengthening the 

capacity of commercial banks for green development. 

 

In 2015, the State Bank of Vietnam issued Directive No. 03 /CT-NHNN on green credit 

growth and managing environmental and social risks associated with bank loans. In 

August 2015, the SBV agreed upon a Banking Sector Action Plan to implement the 

National Green Growth Strategy to 2020. These documents are in place to encourage 

credit institutions to move towards green growth and actively develop their own policies 

and measures to manage social and environmental risks when appraising and approving 

project loans. 

 

In general, banks consider themselves to be in a relatively low-emission and 

environmentally friendly industry. However, as a provider of capital through credit 

operations, the banking sector plays an important, even a deciding role in the 

implementation of development projects, of which many are at risk of causing 

environmental and social harms such as hydropower, mining or industrial agriculture. 

Therefore, it can be said that the banks could indirectly influence the situation of 

environmental pollution, deforestation, biodiversity degradation, even social unrest. 

Increasing regulatory requirements on environmental protection and human rights mean 

that banks face increasing risk of project termination, suspension or delay if financed 

projects fail to meet safeguard requirements or to address any social and environmental 

conflicts that lead to investors losing their ability to repay loans. 

 

This report aims to provide readers with an assessment of the situation and the 

challenges faced in implementing Directive 03/CT-NHNN on promotion of green credit 

and application of social and environmental risks management in credit organizations in 

Viet Nam. The key research questions are: Are commercial banks aware of environmental 

and social risks when approving credit? Do they currently take steps to mitigate those 

risks? What are the challenges and constraints in promoting green credit and adoption of 

social and environmental risks management in credit operations in Viet Nam? 

 

Based on the assessment, the report also suggests policy measures to support credit 

institutions in implementing green credit growth and better managing environmental 

and social risks in extending credit for development projects. 
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The report has been consolidated based on the consultation with selected commercial 

banks and experts on social and environmental risk management in the years of 2012 
and 2016.  The authors hope that this report will provide more information about the 

role of the banking system in an effort to implement Vietnam's sustainable development 
policies.  
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AN OVERVIEW ON THE SYSTEM OF 
CREDIT ORGANIZATIONS IN VIETNAM  
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Credit institutions are common names for those businesses that are operating in the field 

of banking and finance. The main services provided by credit institutions are receiving 

deposits of savings, offering credit and payment services. Depending on the scope of 

activities, credit institutions can be divided into two basic types: banks and non-bank 

credit institutions. Non-bank credit institutions may carry out one or several banking 

activities, except for activities of receiving individuals' deposits and providing payment 

services through their accounts. 

 

According to the Financial Markets Review 2015, published by the National Financial 

Supervisory Commission (NFSC), at the end of 2015, Vietnam had 118 credit institutions 

nationwide. These organizations are divided into four groups: state owned commercial 

banks; joint stock commercial banks, joint venture banks and foreign banks; finance 

companies; and cooperative banks (also called People's Credit Fund). The number of 

credit institutions has fluctuated due to merging and acquisition activities under the 

restructuring plan of credit institutions in accordance with Decision No. 254 / QD -TTg 

dated 01 March 2012 of the Prime Minister (NFSC, 2016). The structure of the number of 

credit institutions in Vietnam for the period 2011-2015 is shown in Table 1. 

  

Table 1: Number of credit institutions  

 

 Year 2011 2012 2013 2014 2015 

State owned commercial 

banks 5 5 5 5 7 

Joint stock commercial banks 37 34 33 33 28 

Joint venture banks and 

foreign banks; 54 54 57 55 55 

Financial companies 30 30 28 28 27 

People’s Credit fund 1 1 1 1 1 

 

Credit institutions support smooth monetary circulation in the economy, mobilizing 

capital in areas where it is plentiful and providing credit to the sectors in demand. In 

other words, credit institutions are acting as a bridge between people who have money 

and people who are in need, thereby facilitating economic development. As a result, credit 

growth is correlated to the growth of Gross Domestic Product (GDP). According to Cao Sy 

Kiem, the former Governor of the State Bank, Vietnam's GDP growth is heavily dependent 

on capital (at over 80%) and labor (mostly cheap labor). Thus, the rate of credit growth 

is considered to be a critical factor in achieving macroeconomic targets.  In particular, for 

every one percent increase in GDP, annual credit growth must reach 2-3% (Hoang, 2016). 

Correlating credit growth with GDP growth implies an increasing use of natural 

resources, increasing the environmental pollution and ecological degradation with which 

Vietnam's economic development has historically been associated, especially during the 

last three decades of reform. 
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Figure 1: Correlation between credit growth and GDP growth (SBV, 2016) 

 

 
 

An assessment done by the Asian Development Bank (ADB) in 2014 emphasized the 

importance of joint stock commercial banks in Vietnam, but state-owned commercial 

banks1 still play the dominant role. In 2007, the market share of state-owned commercial 

banks accounted for nearly 60%. These banks are governed by the state and are 

responsible for providing preferential loans to a number of subsidized sectors, mainly 

corporations and state-owned enterprises. The total preferential loans for SOEs 

accounted for about a quarter of the total assets of the Vietnam Development Bank in 

2009 (ADB, 2014). However, the dominant position of SOCBs in both the credit and 

savings markets has been challenged recently by competition with joint stock commercial 

banks, especially after a request was made by the State to accelerate the restructuring 

process, address bad debts, and meet international standards. Individuals and small and 

medium enterprises are the primary customers of JSCBs. 

 

Since 2010, the system of credit institutions in Vietnam has gradually revealed many 

weaknesses. According to Moody's, the bad debt ratio of banks is about 10-15% of total 

loans in 2014. Fitch Rating also estimated a bad debt ratio at 13%, while the rate of bad 

debt in 2014 announced by the Government was only 4.1%. According to Moody’s, the 

figure of 4.1% had resulted from the debt restructuring process in which a lot of bad debts 

were transferred to Vietnam Asset Management Company (VAMC) (Loman, 2015). In 

2015, VAMC has approved the purchase of over VND111 trillion of outstanding loans and 

issuance of special bonds totaling VND110 trillion (Anh, 2014).  

 

To address the weaknesses in the banking system, the Government has committed to 

restructuring the banking sector and equitize state-owned commercial banks. However, 

the process of restructuring, mainly mergers and acquisitions, took place slowly and has 

thus negatively affected credit growth. The main problem that the banks are facing today 

is coming from SOEs. By the end of 2014 fiscal year, the total debt of these state-owned 

                                                                 
1 Mainly stand with 4 SOCBs: VCB, BIDV, AgriBank and VietinBank 
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corporations and groups has reached VND1,567 trillion, an increase of 8 percent from its 

2013 level. In particular, government guarantees for foreign loans borrowed by SOEs 

approached VND124,104 billion, representing an increase of about VND2,000 billion 

compared to 2013 (Kình, 2015). These debts incurred by SOEs accounts for a very large 

proportion of the total capital of credit institutions, while the restructuring of SOEs is 

taking place very slowly. It thus makes the restructuring process of the credit system even 

more challenging. By 2015, the State has managed to complete the merging of 4 banks 

(MHB into BIDV, PGBank into VietinBank, MDB into Maritime Bank, and Southern Bank 

on Sacombank); the acquisition of 3 banks (Oceanbank, VNCB and GPBank) and 

transformed its operational models. 

 

These reform efforts, along with many other solutions, are helping banks to improve their 

governance towards a better risk control system that meets international practices and 

standards. Credit institutions are therefore playing an increasingly important role in 

controlling and minimizing the costs of resource losses, environmental pollution and 

ecosystem degradation during the credit granting process for economic activities, so as 

to enable the country to gain a more "green" and  sustainable GDP growth. 
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Perhaps because they focus on providing financial services, the credit institutions that 

play a deciding role in the implementation of development projects are mostly ignored in 

discussions of social and environmental accountability arising from economic activities. 

Among those projects that seek financing, many projects may cause negative 

environmental and social impacts. In other words, the credit institutions, through lending 

activities, may indirectly influence environmental and social status by contributing to 

environmental pollution, water resource depletion, deforestation, biodiversity loss, 

abuse of power, and land conflicts. With requirements for environmental protection and 

human rights increasingly being recognized, legalized and enforced, the credit 

institutions are becoming more exposed to a number of risks and challenges. Many 

projects around the world have been canceled due to public and social objections, even 

though they have been approved by governments and have secured loan agreements with 

banks. 

 

In 1993, in the United States, the Fleet Factors Financial Group was forced by a court 

ruling to provide environmental compensation because of a pollution incident caused by 

one of their investments. This was seen as a watershed case in the US financial industry. 

After this case, the credit institutions in US have seriously considered the environmental 

risks when granting loans2. According to a survey conducted by the FBA, 63% of banks in 

the United States have refused to fund projects that are considered to put the 

environment at risk and 46% of them decided to end funding for some polluting sectors 

(IISD, 2013). 

 

In India, the government has issued a policy to encourage banks to consider joining the 

Equator Principle3 and promote green credit in an effort to achieve sustainable 

development. However, this policy does not provide specific incentives or mandatory 

requirements for the banks. In reality, some Indian credit institutions have been affected 

since their loans were suspended due to environmental problems. The IFMR conducted 

research on eight projects that have been suspended, reduced or delayed due to 

environmental concerns, causing major financial losses. The Bhagirathi River 

hydropower project, for example, has been suspended even though the construction has 

begun and as a result, the project owner could not repay the loan to the bank (Mandal & 

Venkataramani, 2013). 

 

 

 

                                                                 
2 Earlier, several US banks were put on trial for similar charges, but were relieved of their responsibilities.  
More information on the case of Fleet Factors and its consequences should be refer to Nicholson & 
Zuiderhoek (1993), in the part of reference documents. 
3 More information on Equator Principles at: http://nature.org.vn/vn/2014/07/nguyen-tac-xich-dao-
2013/  

http://nature.org.vn/vn/2014/07/nguyen-tac-xich-dao-2013/
http://nature.org.vn/vn/2014/07/nguyen-tac-xich-dao-2013/
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In Vietnam, the current economic activities are mainly dependent on resource 

exploitation and cheap labor; there are no other attractive factors such as technical 

capacity and good investment environment to attract high technology projects. In 

general, many localities still prioritize short-term economic development targets over 

immediate and long-term environmental protection agenda.  Therefore, many projects 

which considered not environmental friendly, even at a high risk for environment, still 

Box 1: Hydropower plant on Ganges River  
 
Since 2003, the UJVNL Group has proposed a 65 MW hydroelectric dam project 
on the Bhagirathi River, which is a tributary of Ganges River with an annual 
generating capacity estimated at 293.18 GWh. The project was funded by the 
Electricity Group using loans borrowed from a Canadian fund called EDC, with 
a debt / equity ratio of 70:30, interest rate at 16% on the equity and 10% on the 
loans.  
 
Since 2003, the project has faced a fierce opposition from conservators, cultural 
and civil society. It is said that the construction of hydropower dams with a 
capacity of more than 25 MW in ecologically sensitive areas will cause serious 
damage to the surrounding environment. The Ganges River system has 30 to 40 
tributaries covering 135 km from Gaumukh to Uttarkashi. The cumulative 
impacts from the project to the river system have not been considered in the 
EIA report.  
 
Finally, in August 2010, the Indian government decided to cancel the 
hydropower project on the Bhagirathi River and concluded that 135 km from 
Gaumukh (upstream of Gangotri) to Uttarkashi is assessed as an ecologically 
sensitive area. Under the Environmental Protection Act 1986, the Bhaironghati 
Hydropower Project and other similar projects in the area were therefore 
removed.  
  
In fact, the project was already built at the time the government decided to 
cancel. As a result, the total cost of the investment of about Rupee 3 billion (US 
$ 44.4 million), including construction costs, equipments and loan interest rates 
was expected to be compensated due to the cancellation. However, the full 
refund was not possible. Unlike the Loharinag Pala hydropower plant (also 
rejected by the Government), UJVNL group has not received compensation for 
this project (Mandal & Venkataramani, 2013). 
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received investment licenses such as mining, coal-fired power, hydropower ... without 

adequate consideration of environmental protection. In some cases, the implementation 

of these projects has caused serious opposition from communities due to the issues 

relating to land disputes, livelihood interference, or environmental pollution .  The 

implementation of these projects also implies a lot of financial risks to both banks and 

related investors. In contrast, some other project proposals such as Dong Nai 6/6A 

hydropower projects those were seen at high risk for Cat Tien National Park's 

biodiversity were removed from related plans and licensing process thanking to the 

openness and careful consideration made by Gov.   

 

In recent years, Vietnam has accelerated its progress of international integration through 

negotiating and finalizing a number of bilateral and multilateral free trade agreements.  

By 2016, 15 free trade agreements were signed by the Government of Vietnam with other 

countries and regional partners, including new generation agreements such as the Trans-

Pacific Partnership (TPP) or Vietnam - EU Trade Agreement (EVFTA). In addition to the 

provisions on tariff exemption and cuts, new-generation free trade agreements introduce 

strict requirements on environmental protection and labor. For example, in order to 

export textiles and clothing products to the European market, export companies must 

ensure their compliance to related requirements on waste disposal and safe working 

environment. In the event of failure to comply with these requirements, the business may 

be fined and face with financial risks. 

 

So far, Vietnam has not published any report or official figures on the losses of the banks 

which were caused by suspension or cancellation of the projects due to environmental 

concerns. However, some banks have been affected directly or indirectly by the 

environmental issues. For example, the Thach Khe iron mining project (Ha Tinh province) 

had been stagnated after nearly 10 years of preparation; Dong Nai 6 and 6A hydropower 

projects have been removed from the related plan after nearly 3 years of investment 

preparation; urban development project along Dong Nai river was stopped or the Vinh 

Tan coal-fired power projects face a harsh opposition from the community. It now 

became obvious that establishing and applying mitigation measures for the credit risks 

arising from environmental and social is critical, especially in the sectors of energy, 

mining and agricultural production where large scale investments are likely to be 

expanded in the future.  Figure 2 below shows that Vietcombank's outstanding loans 

mainly stand with the industries that are considered causing high environmental risks 

such as energy and mining. 

 

 

Figure 2: Data on outstanding loans (billion Dong) of VietcomBank (2016) for 

specific sectors those are at high risk of social and environmental concerns 
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Box 2: Thach Khe iron mining project (Ha Tinh) 
 
The Thach Khe iron mining and quarrying investment project has been approved by the 
Prime Minister since 2008 and to be implemented by Thach Khe Iron Company under 
the Mining License No.222 / QD-BTNMT dated 24th Feb. 2009 of the Ministry of Natural 
Resources and Environment. According to the permission, the area of mining is 527 ha, 
with total estimated reserve is about 230 million tons for the period up to 30 years 
(MONRE, 2013). At the beginning, Thach Khe Iron Joint Stock Co was formed by 09 
shareholders including Vietnam Coal-Mineral Industries Group (30%), Ha Tinh 
Minerals and Trading Corporation (24%), Vietnam Steel Company (20%); Vietnam Post 
and Telecommunication Corporation (4%), Song Da Corporation (5%), Vietnam 
Shipbuilding Industry Group (5%), Binh Minh Production - Import - Export Company 
(4%) , Thang Long Minerals and Metallurgy Company (3%), and BIDV Bank (5%). 
 
When the proposal was submitted, the project was considered to be unfeasible and 
ineffective. Thach Khe iron mine is located nearby the sea with a depth of between 8 - 
500 m below sea level. Due to the depth of the soil, the amount of soil to be removed 
must reach about 13 million cubic meters – this work would be very costly and it is also 
costly to manage waste disposal from the exploitation. With the geological and 
hydrological characteristics in the mining area, the amount of water flowing into the 
mine can be up to 3,171,804 m3 /day (surface water and underground water) when the 
mining pits are opened. It is very difficult to drain water and to dry the mine. In addition, 
Ha Tinh is one among the natural disaster-prone areas, it is not feasible to exploit irons 
in an open-air manner as it would cause severe environmental impacts. This project 
also requires to resettle more than 4,000 households in 10 coastal communes (T. Thủy, 
2011). 
 
Although there have been many warnings about effectiveness of the project, it was 

approved still. After nearly 10 years of implementation, the project halted at the stage 

of peaking and removing a part of the land area due to difficulties in capital 

mobilization, market factors, exploitation efficiency, and technology as well as the 
weaknesses related to its characteristics of terrain, geology and environment.  

According to the Ministry of Natural Resources and Environment (MONRE), the project 

has not fully complied with the environmental regulations such as remitting a deposit 

or publishes a summary of the EIA report (MONRE, 2013). By 2011, the Prime Minister 

has approved the request for withdrawal from the project from four among the 
shareholders, including Bank for Investment and Development, BIDV(Minh, 2011). 
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Box 3: Vinh Tan 2 Coal-fired Power Plant  
 
Vinh Tan 2 Coal-fired Power Project is invested by EVN with the total capacity of about 
1,224 MW. The project is being constructed (designed, equipment supplied, 
constructed and installed) by EPG- the Electrification Corporation Shanghai - China 
with total contract value of USD1.384 billion (EVN, 2016).  
 
This project uses loans provided by Viet nam Development Bank (VDB). Specifically, 
on January 7, 2013, VDB and EVN signed credit contracts for two coal-fired power 
projects of Vinh Tan 2 and Duyen Hai 1 with total loans of VND 2.5 trillion.  Previously, 
in February 2012, VDB and EVN also signed credit contracts with a loan of VND5,000 
billion to invest into these two projects. The total amount of VDB ’s loans for EVN to 
implement the two projects reaches VND7,500 billion. At present, the power sector 
accounts for 39% of the total outstanding loans of VDB, of which 45.6% are projects 
funded by EVN (Trang, 2013). 
 
The project started construction in August 2010 and came into operation in March 
2015. After operated for only 1 year, Vinh Tan 2 power plant has caused a lot of 
environmental problems related to coal residues management, over-limit ash and dust 
in the air. Every day, two generators discharged nearly 4000 tons of coal residues but 
they are not properly transported to a largely designated area (Phuoc, 2015). The 
houses and trees of the local people are fully covered by smoke and coal residues.   
 
Too worried about the pollution situation, local people have repeatedly gathered to 
protest against the project. The most critical point was on 14-15 April 2015, hundreds 
of people in Tuy Phong district have blocked National Highway 1 for hours raising 
security concerns. Some people also smashed the windows of hotels and cars, causing 
hundreds of millions of VND in damages (Ha, 2015). Due to the environmental issues, 
the project has to stop its operation for many times. The cost of rebooting the system 
is billions of VND.  
 
In the opinion of experts, the project encountered many mistakes from the site 
selection, equipment selection to the waste management. The project is located in Tuy 
Phong district (Binh Thuan) is the area with the strongest wind in the country. As a 
result, dust and pollutants emit strongly. In addition, the selection of outdated 
technology and equipment from China has contributed to deepening the 
environmental problems.  
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From the late 1980s until now, many initiatives have been launched to promote the 

responsibility of credit institutions for the environment and society. In 1989, the 
European Commission (EC) adopted the draft Directive on Civil Liability for Damage 

Caused by Waste 4.  However, the directive was only formally promulgated5 in 2004 after 
the EC had narrowed its obligations on polluting facilities6. After this Directive comes into 

force (since April 2004), EC Member States have three years to develop legislatio n in their 
respective countries. In July 2010, the legislation process was reported finalized, and 

there had been no adequate evaluation of the effectiveness (Europa, 2016).  
 

In addition to the United States and the European Union, other efforts have been made in 

this regard, including the United Nations Environment Program’s Financial Initiative 

(UNEPFI), the United Nations Global Compact (UNGC), the Principles on Responsible 

Investment by the United Nations, the Equatorial Principles (EP) and other initiatives. 

UNEPFI is a global partnership program between UNEP and major financial institutions 

around the world to promote the role of financial institutions in the environment and 

society. In 1992, UNEP and a number of major banks issued a joint declaration on the 

commitment of banks to implement the principles of sustainable development. In 1997, 

this statement was amended to expand participation to include other financial 

institutions. Currently UNEPFI has more than 200 participating financial institutions, 

mainly banks and insurance companies. 

 

The UNGC, another UN initiative which appears attractive to a number of financial 

institutions was introduced by the United Nations Secretary-General Kofi Annan at the 

World Economic Forum in Davos in 19997, and then officially launched in 2000. This 

commitment sets out ten principles for human rights, labor, environment, and anti-

corruption, and calls for participation by businesses, including banks. A study conducted 

by BankTrack (2010) found that 32 of the 49 largest banks in the world have registered 

to undertake this commitment. And besides the business sector, UNGC also has members 

from civil society organizations, labor organizations, research institutes, state 

organizations, and cities (BankTrack, 2010b).  

 

Unlike the two UN initiatives, the EP is a set of standards developed and committed by 

financial institutions. In 2002, the International Finance Corporation (IFC) and the World 

Bank Group (WB) and nine international banks met in London to discuss about 

responsibilities of the banks and agreed to develop a set of management standards on 

environmental risks basing on the existing IFC standards8.  EP was officially established 

in 2003 and now has 83 financial institutions in 36 countries committed to implement. 

                                                                 
4 Directive on Civil Liability for Damage Caused by Waste 
5  Code #2004/35/EC 
6 Regulating responsibility from “who have actual control” to “operator” 
7 Source: http://www.un.org/News/Press/docs/1999/19990201.sgsm6881.html    
8 Source: http://www.equator-principles.com/index.php/about/history-of-the-eps  

http://www.un.org/News/Press/docs/1999/19990201.sgsm6881.html
http://www.equator-principles.com/index.php/about/history-of-the-eps
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EP was revised for the first time in 2006 and the second in 2013 9. EP is now regarded as 

the best guide for financial investors (see Box 4).  

 

Under the guidance of IFC (2010), the experience on environmental risk management in 

credit activities among financial institutions has a certain similarity. Environmental risk 
management can be divided into four main stages: (i) Environmental screening, (ii) 

Environmental risk assessment, (iii) Environmental risk control and (iv) Monitoring and 

reporting on environmental risks. The chart below describes the environmental risk 

management steps associated with the credit approval process. 

  
Figure 3: Common procedure for environmental management in credit approval 

process (IFC, 2010)  

 

Environmental screening: Taken immediately after the financial institution receives the 

application for credit. The main objective of this step is to determine the degree of risk to 

                                                                 
9 Source: http://www.equator-principles.com/index.php/ep3  
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Box 4: Equator Principle 

Principle 1: Review and classification 
Principle 2: Environmental and social assessment 
Principle 3: Relevant environmental and social standards 
Principle 4: Environmental and Social Management Systems and Action Plans 
Principle 5: Participation of stakeholders 
Principle 6: Grievance mechanism 
Principle 7: Independent evaluation 
Principle 8: Agreements 
Principle 9: Independent monitoring and reporting 

Principle 10: Reporting and Transparency 
 

http://www.equator-principles.com/index.php/ep3
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the bank. Basing on the list of high-risk business activities and related guidelines, the 

projects shall be classified according to its risk level (high, medium or low). 

 

Environmental Appraisal: It is based on specific guidelines for each industry, the overall 

environmental assessment of the project and the information collected from the field 

work. The purpose of this step is to collect sufficient information to understand the risks, 

levels of awareness, commitment and resources of the project owner to manage 

environmental issues. In case of low risk, the bank may provide loans to the project owner 

as planned. In the case of a number of risks are identified, it is necessary to work out and 

come to an agreement with the project owner on risk control mechanisms before a loan 

is granted. In case of the risks are identified as high, the bank may consider to refuse 

giving credit.  

 

Control of environmental risks: This is done to ensure that the project owner fully 

implements the agreed risk control measures. In this process, the bank and the project 

owner need to agree and sign the agreement on the environmental management 

responsibilities as well as the reporting procedures to be conducted by the project owner. 

 

Environmental monitoring: To be implemented with the purpose of monitoring the 

implementation of commitments and reporting practices of project owners. 

 

All of the above evidences show that there have been many initiatives and guidelines to 

manage environmental and social risks in the field of finance and banking  developed in 

the world. However, the implementation of commitments to ensure environmental and 

social safeguards by the financial sector is seen relatively weak still. The large financial 

institutions such as the World Bank and the IFC, despite having in place all detailed 

policies and guidelines on environmental and social safeguards, continue to fund for the 

projects that are potentially harmful to the environment.  For example, at the end of 2011, 

the ERI sent allegations to the United Nations Working Group on Human Rights and to 

multinational corporations that IFC was considering to fund the expansion of oil 

exploitation in two communities in Peru despite the fact that the previous activities 

already had a negative impact on the environment and health of the surrounding 

communities (IHRB, 2011).   

 

The WDM builds and publishes a map capturing all World Bank-funded projects that 

harm the environment and social protection around the world, showing that the 

compliance to safeguard requirements is still a gap. On the side of private commercial 

banks, two surveys by BankTrack on more than 40 major banks around the world 

assessed the provisions of their environmental policies, most of them are in lack of some 

areas or elements concerning environment and human rights while the implementation 

of the existing policies is also limited (BankTrack, 2010b). 
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DEVELOPMENT AND IMPLEMENTATION OF 
ENVIRONMENTAL POLICIES IN VIETNAM 
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Practices and prospects for promoting green credit in Vietnam are closely connected to 

the process of developing and enforcing the implementation of national environmental 

protection policies as well as international commitments and conventions that Vietnam 

Nam has signed a member of (see Table 2). 

 

Table 2: List of international conventions and commitments signed by Vietnam in 
the field of natural resources and environment  

No. 
Name of the 
Conventions/Commitments 

No. of 
memb

ers 

Date of 
signing 

Key provisions 

1 
Stockholm Convention on 
Persistent Organic Pollutants 
(POPs) 

152 22/5/2001 
Managing, reducing and 
treating environmental 
pollution caused by POPs 

2 

The Basel Convention on the 

Control of Transboundary 
Movements of Hazardous 

Wastes (HW) and its 
destruction 

53 
13/3/1995 

To control the cross-border 
transportation of hazardous 
wastes and other wastes; 
reduce the generation of HWs 
and promote sound 
environmental management of 
HWs  

3 
Convention on Biological 
Diversity (CBD)  

168 17/10/1994 
Conservation and sustainable 
use of biodiversity resources  

4 

Cartagena Protocol on 
Biosafety  

103 19/1/2004 

This Protocol is under CBD 

aiming to ensure the safety of 
bio-diversity for genetically 

modified organisms  

5 

The Nagoya Protocol on 
Access to Genetic Resources 
and the equitable and 
reasonable sharing of the 
benefits arising from the Use 
of Genetic Resources   92 23/4/2014 

The Protocol provides a 
transparent legal framework 

for the implementation of the 

CBD Convention’s targets on: 
fair and equitable sharing of 

benefits from the development 
of genetic resources in order to 

contribute to the conservation 
and sustainable use of 

biodiversity.  

6 

Nagoya-Kuala Lumpur 
Supplementary Protocol on 
Legal Obligations and 
Compensation   

60 23/4/2014 

Supplement to the Cartagena 
Protocol on Biosafety with 

regard to liability and 
compensation in the field of 

biosafety.   

7 
Ramsar Convention 

160 20/01/1989 
Conservation and sustainable 
development of wetlands   

8 

The Convention on the Law of 
Non-Navigational Uses of 

International Watercourses  

36 19/5/2014 
Pertaining to the uses and 
conservation of all waters that 

cross international 
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boundaries, including both 
surface and groundwater  

9 

The Vienna Convention for the 
Protection of the Ozone Layer  28 26/04/1994 

Institutional framework for 
international efforts to protect 

the ozone layer  

10 

The Montreal Protocol on 
Ozone-Depleting Substances 
(ODS)  

46 26/04/1994 

Protect the ozone layer by 
eliminating the production of 

ozone-depleting products   

11 

United Nations Framework 
Convention on Climate Change 
(UNFCCC)  

165 16/11/1994 

Stabilizing atmospheric 
greenhouse gas 
concentrations at levels that 
would prevent dangerous 
human interference to the 
climate system.   

12 
Kyoto Protocol 

83 25/09/2002 
The Protocol is under the 
UNFCCC, aiming at reducing 
greenhouse gas emissions  

13 

United Nations Convention on 
the Law of the Sea (UNCLOS)  

157 23/06/1994 

Defining the rights and 

responsibilities of states in the 
use of the sea, establishing 

clear guidelines for business, 
environmental protection, 

improving the management of 
oceanic natural resources.  

14 

United Nations Convention to 
Combat Desertification 
(UNCCD)  

196 14/10/1994 

Combat desertification and 

mitigate droughts through 
national action programs   

15 

The Convention on 
International Trade in 
Endangered Species of Wild 
Fauna and Flora (CITES)  

181 20/01/1994 

To protect endangered species 
of wild fauna and flora  

16 

Agreement on sustainable 
development cooperation in 
the Mekong River Basin  04 05/4/1995 

Sustainable development, 
utilization, protection and 
management of water and 
related resources of Mekong 
Delta 

 

In order to implement the above-mentioned international commitments on environment 

and resources, Vietnam over the past two decades has continuously developed, 

promulgated, amended and improved the national environmental law and policy 

framework, including the following legal documents: 

 Law on Environmental Protection (1993, 2005, 2014) 

 Law on Forestry Protection and Development (1991, 2004, revised in 2017) 

 Law on Fishery (2003) 

 Law on Biodiversity (2008) 

 Law on Water Resource (1998, 2012) 

https://en.wikipedia.org/wiki/Groundwater
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 Law on Marine and Island Environment (2015) 

 Land Law (1993, 2003, 2013) 

 

In addition, many strategies and national action plans to strengthen management, 

protection of the environment and sustainable use of resources by 2020, vision to 2030 

or beyond have been promulgated and institutionalized by the Government for 

implementation such as: 

 The National Environmental Protection Strategy to 2020 and vision to 2030; 

issued in 2012; 

 The National Strategy on Biodiversity 2020 and Vision to 2030; issued in 2013;  

 The National Strategy on Climate Change; issued in 2011; 

 The National Strategy on Green Growth; issued in 2012; 

 The National Strategy on Water Resource up to 2020; issued in 2006; 

 The National Strategy on Forestry development for the period of 2006-2020; 

issued in 2007; 

 The National Strategy on Fishery Development up to 2020; issued in 2010; 

 The National Mining Strategy up to 2020, vision to 2030; issued in 2011; 

 The National Strategy on Sustainable Development for the period of 2011-2020; 

issued in 2012; 

 The National Strategy on Energy Development to 2020, and vision to 2050; issued 

in 2007; 

 The National Strategy on Renewable Energy to 2020, and Vision to 2050; issued 

in 2015; 

  

In order to protect the environment in development activities, each sector and each 

locality has been required to establish their development plans up to 2020 with a vision 

to 2030, in which energy and mining projects must be listed.  Prior to the approval, all 

drafts of the development strategies and plans must include the section of strategic 

environmental assessment (SEA) 10 in compliance with the current Law on 

Environmental Protection (2014) 11  or equivalent.  Annex I of Decree 18/2015 / ND-CP 

provides for a list of areas those are subject to SEA, including the 06 key strategies, master 

plans and plans (see Table 3).  Being compliance with the SEA’s requirements needs to be 

accepted by the banks as a strong basis for risk assessment and mitigation measures 

when appraising and reviewing project proposals for loans since it provides evidences 

that: 

 The project proposal (or project idea) has been included in, or closely linked to, 

relevant strategies and plans those have been approved by the competent 

authority; and  

                                                                 
10 Decree 18/2015/NĐ-CP dated 14 Feb. 2015 of the Gov. regulating the master plan of environmental 
protection, the conduct of SEA, EIAs and environmental protection plans; 
11 Articles 13 to 17 of Environmental Protection Law (2014); or Articles 14-17 of Environmental 
Protection Law issued in 2005  
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 The strategies, master plans, and plans have SEA conducted with environmental 

concerns and risks are identified and risk mitigation imeasures are developed. 

 

Table 3: List of areas requiring Strategic Environmental Assessment  

 

1 The socio-economic development strategies and master plans of socio-economic 
regions, key economic regions, economic corridors and economic rims 

2 The master plans for socio-economic development of the provinces, cities, special 
zones under the central government and special administrative-economic units  

3 National strategies and master plans for the development of the system of economic 
zones, export processing zones, hi-tech parks and industrial parks  

4 Strategies, master plans and plans for development of the sectors and fields those are 
considered having great impacts on the environment  

4.1 National sectoral development strategies and master plans 

4.1.1 National development strategies for industries, agriculture and rural development, 
transportation, construction, tourism and health  

4.1.2 Strategies and plans for the development of energy, hydropower, coal-fired power, 
atomic and nuclear power sectors; oil and gas exploration; paper; chemical industry, 
fertilizer, pesticides; rubber; textile; cement; steel; mineral survey, exploitation and 
processing  

4.1.3 Strategies, development plans of agriculture, forestry, fisheries, irrigation and 
livestock  

4.1.4 Strategies and plans for the development of road, rail, sea, river, port and aviation 
infrastructure   

4.1.5 Strategies and overall plans of the urban system; construction materials  

4.1.6 Strategies and master plans of tourism industry and golf services 

4.1.7 Strategies and master plans for the development of the medical examination and 
treatment network  

4.2 Sectoral, inter-provincial and regional development plans 

4.2.1 Fishery development plan 

4.2.2 Irrigation development plan 

4.2.3 Hydro power development plan 

4.2.4 Transportation development plan 

4.2.5 Urban development plans 

4.2.6 Mineral exploitation and processing plans 

4.2.7 Lan use plan 

4.2.8 Marine and ocean-resource use plan  

5 Amendments of the strategies, master plans and plans 

5.1 The strategies, master plans and plans under Items 1, 2, 3 and 4 of this Appendix those 
have not yet been evaluated by the competent agencies for strategic environmental 
assessment before the time of making adjustment.   
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5.2 Strategies, master plans and plans under Items 1, 2, 3 and 4 of this Annex those have 
potential negative impacts on the environment due to the implementation of the 
adjustment plan.   

6 Other strategies, planning and plans under the direction of the National Assembly, the 
Government and the Prime Minister  

 

At the project level, in accordance with the provisions of the Law on 2014 Environmental 

Protection (Article 18-23), the project owners in concerned sectors  must fully comply 

with the obligations on EIA, and this has been further clarified by Decree 18/2015 / ND-

CP (Articles 12 - 17) and guided by Circular #27/2015/TT-BTNMT by MONRE on 29 May 

2015 (from Articles 6 to11).  Annex II of Decree 18/2015 / ND-CP lists down 113 types 

of projects that must have EIA and, depending on the scale and nature of the project, the 

EIA report may require the approval of the Ministry of Natural Resources and 

Environment (or equivalent agencies those were competent to approve the project), or 

Provincial People's Committee or authorized unit (such as the Management Board of 

industry zones).  

 

As mentioned above, the project owner is responsible for preparing the EIA report in 

paralell with conducting the feasibility study of the project and submitting it to the 

competent agency for approval.  In principle, the current legislation is sufficient enough 

to support and motivate the bank to consider and evaluate both the socio -economic and 

environmental potentials of proposed projects once the regulations are internalized into 

banking procedures for reviewing and deciding on the loans.  The list of projects that 

must have EIA report is stipulated in Article 18 of the Law on Environmental Protection 

(2014) are as follows 

 Projects of national importance; 

 The projects that use part of the land area or have adverse impacts on nature 

reserves, national parks, historical-cultural sites, natural heritages and places of 

recognized beautiful nature; 

 The project is likely to have negative impacts on water sources in river basins, 

coastal areas and areas where ecosystems are protected; 

 The projects on infrastructures construction of economic zones, industrial parks, 

hi-tech parks, export-processing zones and trade village clusters; 

 The projects on building new urban centers and living quarters; 

 The projects on exploitation and use of groundwater and natural resources at 

large scale; 

 Other projects which potentially have big impacts on the environment.  

 

Having the EIA report approved is one among the mandatory legal requirements and 

procedures and must be completed by the project investment owner prior to the approval 

and licensing process by competent authorities.  At the implementation stage, the 

investor must implement  the commitments,  the plans and measures approved in EIA 

reports in accordance to regulations on controlling and mitigating the negative 
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environmental impacts of the project, including waste management, environmental 

standards, biodiversity conservation or risk management. However, the practices of EIA 

(and SEA) in Vietnam shows that, even when the law has been amended and improved, 

the compliance level is limited still because of the following reasons: 

 The State management agencies, decision makers and the investors still see the 

EIA, SEA are as parts of administrative procedures, even investment barriers, 

rather than a policy tool to prevent environmental pollution, ecological damage 

and risk of incompliance with the approved environmental-resource plans; 

 In lack of liability of the appraisal council who appraises the EIA report and of the 

consultancy agency who prepares EIA report; of the investors and management 

agencies on disclosure of information, ensuring the public participation on social-

environmental review and supervision of its implementation; the design of 

current appraising mechanism is questionable in term of independence; 

 The requirements of assessing social impact, biodiversity, environmental health 

elements have not been fully integrated into SEA and EIA processes to ease the full 

consideration of risks and associated costs that may arise and appropriate 

precautions; 

 Lack of real-time information on the environmental health where project 

operates, while the human resource, capacities and cooperation among agencies 

in environment management, assessment and monitoring is still limited; 

 Law enforcement and monitoring is weak, infrequent, leaving loopholes for 

investors to shirk their responsibility in investing for the full implementation of 

their commitments and measures to protect the environment as indicated by the 

approved EIA report. 

 

Dong Nai 6 and Dong Nai 6A hydropower projects show obvious examples of the SEA’s 
weakness. In 2011, the two projects were agreed to be included in the national master 

plan of the electricity sector for 2011-2020 with a vision to 2030. This master plan was 

approved by the Prime Minister on 21 July 2011 after the SEA report endorsed by the 

Ministry of Industry and Trade. Right after the plan was approved, Duc Long-Gia Lai 

Group, the project owner of Dong Nai 6 and 6A hydropower projects had conducted 
survey, prepare the EIA report and follow other investment procedures. However, the 

projects then encountered a difficult situation caused by a fierce opposition from many 

stakeholders recognizing potential impacts on the ecosystem and biodiversity in Cat Tien 

National Park, especially in Bau Sau wetland zone (internationally recognized as an 
Ramsar site). Despite the fact that the EIA report was revised several times and the 

process has been costly to the investor, Prime Minister had eventually signed a decision 

in 2013 to remove the two hydropower projects from the plan when seeing evidences of 

violations to the Law on Biodiversity.  Obviously, the absence of an SEA on the master 
plan of a whole hydropower system along with the Dong Nai river basin was a main 

reason leading to the mistake of having both Dong Nai 6 and 6A hydropower projects 

listed in the national energy plan. The cancellation of the projects in fact did bring about 

financial losses to both the investor and the managing agency who have invested in 
designing, conducting feasibility study and preparing EIA reports for the two projects. 
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Implementing and monitoring the compliance to EIA regulations face a lot of barriers and 

challenges since the related decision making power is scattered to many parties while the 
segregation of duty is unclarified.  For instant, at local level, the Provincial People's 

Committee who approves the project idea is also requested to approve IEA report.  This 
dual-role arrangement may imply to hinder the conduct of an independent and objective 

decisions, and ability of responsible parties to recognize the projects those are at high 
risk to environment, especially in the situation that all localities are under a heavy 

pressure to give the first political priority to attract investment and GDP growth serving 
their short term and medium term economic development (5-year plan).   

For example, PanNature's recent survey in Nam Dinh province tells that on the perception 

of lacking comparative advantages, the province does not set any specific preference on 
sectors or types of projects to be called for investment but is trying to attract investment 

for all types of sectors or industries as allowed by law, and in fact the province has not 
declined any investment projects. Or, in the case of Phu Tho province, it has been 

observed that some companies including Pang Rim Neotex Dyeing and Textile Company 

those were classified as long-term polluters are still allowed to continue their operations 
and even have even been approved for expansion (T. Thuy, 2016). 

The supervision of implementation of environmental protection measures in production 

facilities is also limited. According to the regulations, enterprises have to perform 

environmental monitoring at least four times a year. However, this work often is sub-

contracted by the enterprise to a service provider who has a license to perform 

environmental monitoring, without any internal mechanism to cross-check the accuracy 

of environmental monitoring data. In addition, the monitoring and inspections conducted 

by related State administration agencies must be done following an agreed-in-advance 

plan with a certain notice period, leading to many concerns on transparency and 

reliability of environmental monitoring performance.  

One among the negative consequences of economic growth in recent years is the 

increasing number of polluting establishments. In 2003, there were 4,295 seriously 

polluting facilities that were required to be handled under Decision No. 64/2003 / QD -

TTg of the Prime Minister. By 2013, over 10 years of implementation, the performance of 

this Decision targeting the establishments causing serious environmental pollution was 

still very limited while the number of these establishments continues to rise.   

 

In general, Vietnam has developed a relatively adequate environmental policy system, 

from prevention, control and treatment, but many gaps still exist such as the lack of 

independent process in assessing potential impacts from the planning, master planning 

to formulation of development projects.  In comparison with related international 

principles, the environmental protection of Vietnam are perceived in lack of 

transparency, effective participation of people and other institutions such as credit 

institutions during the decision-making process.  
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DEVELOPING POLICIES TO ENSURE ENVIRONMENTAL 

SAFEGUARDS IN CREDIT ACTIVITIES: THE CASE 
OF SACOMBANK 
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The findings of PanNature’s review show that during the period up to 2015, Vietnam had 

no policy in place to ensure environmental safeguards for credit activities. Despite this 
regulatory gap, a small number of banking institutions have developed their own internal 

environmental risk management policies. In 2012, PanNature conducted surveys and 
consultations with 19 commercial banks in Vietnam and found that Sacombank, leaving 

the others alone, had issued an environmental policy with a list of 12 sectors to be 
excluded from granting loans (Nam Binh, 2010). By 2016, the Credit Department (State 

Bank of Vietnam) informed that there have been two more banks those established their 
internal environmental risk management system, are the Vietnam Technological and 

Commercial Bank (Techcombank) and the Industrial and Commercial Bank of Vietnam 

(VietinBank). In general, the banks that have developed environmental and social risk 

management policies are relatively small in number. International shareholders and 

international donors who provide trusted funds to banks must play an important role in 
promoting this transforming process. 

In the case of Sacombank, the development and expansion of the market and the 

application of social-environment safeguard policies are closely linked to the bank’s 

strategies on internationalization and in alignment with the bank's development goals. 

Founded in 1991, Sacombank has gradually received the shares from foreign partners, 

accounting for about 30% of its chartered capital in 2001, including Dragon Financial 

Holding (UK), International Finance Corporation IFC) and ANZ Bank.  After 20 years of 

operations, the bank has expanded its network to cover not only the domestic market, 

particularly the regions of South West, South East, South Central and Central Highlands 

(where the natural resources are advantageous), but also across Indochina to promote 

investment cooperation and economic exchanges between businesses in Vietnam, Laos 

and Cambodia. In the past decade, this region has been booming in number of the natural 

resource–dependent investment projects of such as hydropower, mining, rubber, 

sugarcane or livestock raising with huge challenges in harmonizing socio-environmental 

considerations and economic benefits.  

 

By the end of 201212, Sacombank officially adopted and became the first joint stock bank 

in Vietnam to apply the Environmental and Social Management System (ESMS) in 

accordance with international standards set by Price Waterhouse Cooper (PwC) of 

Netherlands, to enhance the management of the environmental and social impacts of its 

loans. This ESMS system has been implemented throughout the Sacombank system since 

October 8, 2012. This event remarked as an important event in 2015, along with the 

merging of Southern Bank, Sacombank also became one of the five largest banks in 

Vietnam in terms of total assets, charter capital and operating networks. 

 

 

 

                                                                 
12 Nguồn: https://www.sacombank.com.vn/company/Pages/gioi-thieu.aspx#part-1 
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The announcement of Annual Report on Sustainable Development, which has been 
applied since 2013 according to international standards, makes Sacombank a good model 

in risk management and environmental and social safeguards. According to the 2014 

Sustainable Development Report, environmental protection is a key pillar of 

Sacombank's Sustainable Business Approaches and Sustainable Business Practices, 
which is interpreted in the following respects: 

(1) Perceptions: the business activities of Sacombank and its clients are always exposed 

to environmental and social risks. Therefore, the Bank has responsibility to find ways to 

minimize these risks and only grant loans to the individual companies and businesses 
that share the commitment of the Bank in conducting responsible business.  

(2) Implementation approach: Develop and implement an Environmental and Social 

Management System (ESMS) in line with international standards, with three components: 

(i) Environmental and Social Policy; (ii) Environmental & Social Impact Assessment 

Process; and (iii) Environmental & Social Impact Assessment Toolkit. 

 

(3) Institutional arrangements for ESMS implementation are as follow: 

 Defining the roles, responsibilities and authority of the Board of Directors, the 

Executive Board and functional and professional units based on the risk 

management model in which the credit activity is provisioned as the core business 

causing the greatest impacts on the economy, environment and society; 

Establishing a Risk Management Committee run by a member of the Board; 

 Formulating a policy to classify risk effects of economic, environmental and social 

transactions in three levels: low risk, medium risk and high risk; 

Box 5 - Environmental Policy of Sacombank  

The environmental policy of Sacombank was developed based on the principle of 
sustainable development, always taking into account environmental responsibility 
to business activities, in particular: 

 Classifying environmental risks in business activities; 

 Maintaining and taking into account the responsibility of social and environment 
protection in business; 

 Paying attention to environmental protection and sustainable protection of 
natural resources as well as compliance with social principles when granting 
loans to any business or individual; 

 Balancing the considerations of environmental and social issues with financial 
priorities  

Sacombank has developed a "Green Credit" standard to classify investment projects 
into three levels: Type A - High environmental risk projects, Type B - Medium Risk 
Projects, and Type C – Low Risk projects.  

(Source: Annual report, 2011, Sacombank, pages #73-74) 
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 Mainstreaming authorization and decision making processes on environmental 

and social risks into the risk assessment policy issued by the Board of Directors. 

The social and environmental risk assessment is implemented at two levels: the 

customer rating (high, medium and low) and the transaction ranking (very 

serious; serious and can be mitigated; minimum, not significant);  

 Conducting consultation among stakeholders and the highest governing body on 

economic, social and environmental issues; 

 

In addition, Sacombank's Annual Sustainability Report also notes internal efforts to 

improve environmental performance such as implementing cost-effective measures 

through energy efficiency (gasoline, electricity, water, transportation, office equipment), 

savings of paper (E-office model), standardization of processes and work space to reduce 

consumption of energy and emissions, and increased environmental awareness for the 

customers and partners (such as the promotion of using electronic bank statements).  
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THE SITUATION OF IMPLEMENTING 
ENVIRONMENTAL RISK MANAGEMENT IN 
CREDIT INSTITUTIONS  

 



Vietnam Banking and Environment Policies 
36  

As mentioned earlier, in 2015 the State Bank of Vietnam issued Directive 03 / CT-NHNN 

and Decision No. 1552 / QD-NHNN on the management of environmental and social risks 
in credit activities and promotion of green credits. However, these documents are mainly 

for encouragement and orientation purpose. Apart from the three banks (including 
Sacombank, Techcombank and Vietinbank) that have developed or are under 

development of internal policies on social and environmental risk management, other 
credit institutions now started to pay attention to consideration of social and 

environmental effects during loans appraisal process for development projects .  

The analysis below reveals the status of implementing social and environmental risk 

management at some selected credit institutions within the scope of PanNature’s 

researches conducted in 2012 and 2016. 

 

Figure 4 below shows a brief description of the credit appraisal process at a Vietnamese 

commercial bank. After receiving the application for loans, credit officers will check the 

completeness and validity of the application. Next, they will evaluate the legitimacy of the 

dossier. It then will be transferred to the person who conducts an assessment on technical 

parameters of the project such as technology and equipment. If necessary, this assessor 

will directly visit the site. Finally, the risks will be quantified and classified for the 

management to make final decision. 

 

Figure 4: Credit appraisal process  

 

The results of consultations with banks (in Hanoi) show that some of the elements (social 

and environmental risk) have been somewhat considered and integrated into the 

appraisal of loan applications. According to BIDV, the bank does not approve loans for 

Check the legitimacy of the dossier 

Assess the technical parameters of the project 

Check at site (if needed) 

Risk-benefits assessment  

Re-appraise the application (if needed) 

Make decisions 

Receive and check the adequacy of loan application 
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projects which are not yet included in relevant approved master plans, while 

Vietcombank only approves credit for projects that have the EIA report approved. At the 
same time, the project owner is also requested to provide information related to 

technology and environmental provisions in the loan application (see Table 4).  

Commonly, the banks only check whether the project applying loans has its EIA report 
approved or not. On the one hand, credit institutions believe that the function of 

environmental risk screening and assessment belongs to the state agencies those are 
responsible for environmental administration.  On the other hand, they recognize that 

their credit offers do not have relevant technical capacity to evaluate the project's 
potential impacts on the environment and society, and in fact the assessment by the credit 
officers is conducted based on their own individual experience.  

Table 4: Contents to be appraised for a Vietcombank's loan proposal 

# Appraisal contents # Appraisal contents  
1 Capacity and experience of the client 6 Contractors of the project 
2 Production technology and equipments 7 Consumption market for the products 

and services 
3 Inputs and supplying markets 8 Environmental issues and measures for 

mitigation 
4 Sources of electricity, water and fuel 9 Total investment and project capital 

structure 
5 Labour force 10 Financial efficiency and ability to repay 

the loan 
 

The results of consultation with the banks (2012) revealed that there has no case of 

project closure incurred purely due to either environmental concerns or its consequences 
on repayment ability of project owner, however some projects do actually suffer from 

delays in progress because of environmental matters.  This tells the truth that the banks 
are unaware of or not critical enough to take preventive measures to address social and 

environmental risks in credit activities, especially in the context that the law enforcement 

on the EIA is still weak. Obviously, this should be seen as a barrier to be removed in order 

to accelerate the implementation of Directive 03 / CT-NHNN and Decision No. 1552 / QD-
NHNN to promote social and environmental risk management in banking sector and 

green credits. 
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SOME DIFFICULTIES IN IMPLEMENTING 
ENVIRONMENTAL POLICIES IN CREDIT 
ACTIVITIES IN VIETNAM  
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In an attempt to implement the National Green Growth Strategy to 2020, contributing to 

green growth, towards a low carbon economy, reducing greenhouse gas emissions, and 
improving energy efficiency and use of natural resource, the State Bank of Viet Nam has 

identified one of the key tasks of the sector as "reviewing, adjusting and improving the 
legal framework on banking and credit transactions in alignment with the green growth 
goals"13. This has been translated into the two groups of activities as follow: 

(a) Clarifying the direction on green banking, the activities include: 

 Reviewing, supplementing the provisions on green credit-green banking in 

Banking Sector Development Strategy to 2020. 

 Developing a proposal on green banking in Viet Nam. 

b) Improving policies and legislation to support the achievement of green growth 

objectives, the activities include: 

 Reviewing, mainstreaming the requirements on environmental protection into 

corporate policies and credit procedures of the credit institutions; 

 Reviewing, researching, and developing regulations, guidelines for credit 

institutions to assess social and environmental risks in credit activities. 

In 2016, PanNature has consulted Credit Department, Banking Strategy Institute (State 

Bank of Vietnam) and some commercial banks such as BIDV and Vietcombank about the 

feasibility of implementing the initiatives on green bank, green credit and management 

of risk in the credit activities. The feedback shows the difficulties and challenges to be 

considered as follows:  

Firstly, since Viet Nam still follows a resource-dependent development model, securing a 

balance between growth and environmental protection is always a challenge, especially 

in the energy sector (coal-fired power, hydropower, wind energy, solar power, etc.). In 

fact, there are not many environmentally friendly projects proposed by investors in 

Vietnam.  

Secondly, the SOCBs (dominated by more than 50% of market share) are seen as having 

more resistance to the institutional reform which is required to implement the green 

growth strategy than the joint stock commercial banks due to the influence of the 

preferential loan programmes provided by the State to a number of sponsored economic 

sectors and projects with high environmental risks such as coal-fired power and mining. 

Thirdly, Directive 03-CT-NHNN of the State Bank of Vietnam just stands as an oriention 

and encouragement statement for credit institutions to consider, but not necessary a legal 

and technical guidance for the banks to adopt or to adhere to, while greening credit is  a 

new initiative requiring alignment with international standards that the credit system in 

Vietnam has not experienced much. 

Fourth, the interest and capacity of commercial banks on improving the environmental 

performance in credit activities is low. This is a great challenge since the integration of 

environmental and social safeguards into the reforming risk management system of the 

                                                                 
13 Reflected in Directive #03/CT-NHNN and Decision #1552/QĐ-NHNN of the SBV. 
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banks with adherence to the principles of transparency, accountability, and multi-

stakeholder cooperation may imply to lower the immediate profits of the banks. 

Fifth, the environmental policy has not been applied on consistent and compulsory basis  

in whole banking system. In the context that the bankers are all seeking to maximize its 

own profits, the voluntary adoption of environmental standards by any bank would 

expose it to the risk of reducing the bank’s comparative advantages since the clients tend 

to choose working with the banks that can offer more flexible and simpler credit 

procedures.  

Sixth, there is an absence of a specific financing mechanisms developed for incentivizing 

environmentally friendly projects, whereas green projects and the use of 

environmentally friendly technologies often require  early big investment with very long 

period to get its return; securing long-term loans with preferential interest rates for 

environmentally friendly projects is still difficult.   

Seventh, banks are currently in lack of reliable information on environmental impacts 

assessment of the projects applying loans, while the quality of SEAs and EIAs remains 

limited and even are not considered a reliable basis. 

Eighth, Viet Nam has developed quite a number of environmental protections policies but 

its implementation is still far from expectation. Many projects with high risks to damage 

environment still have its EIA reports approved, while many others those are not meeting 

environmental standards and requirements are still allowed to operate and expand . This 

issue of weak law enforecement is one among the key drivers to the inactiveness of 

bankers and project owners on environmental protection issue. 
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CONCLUSIONS AND RECOMMENDATIONS 
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As a source of investment capital, credit institutions play a very important role in 

directing investment flow into clean production sectors, thereby promoting green growth 

and sustainable development. However, this green credit promotion will be successful 

only if it is framed under a comprehensive and substantive reform program and 

supported by the "political will" of the government, the banking sector as well as the 

relevant ministries and local authorities.  Within the scope of this report, the authors 

would like to recommend some specific measures for promoting green growth and 

enhancing environmental risk management in credit activities as follows: 

 

First, reducing the State’s influence in the bank's business operations in parallel with 

improving its governance system so as to be in line with international standards to 

increase its competitiveness. Banks, especially the SOCBs, should be empowered to make 

and fully be accountable on credit decisions basing on its own assessment of th e potential 

effectiveness of the project and the capacity of the investor. 

 

Second, classifying and ranking economic sectors according to their level of 

environmental impact; at the same time, developing guidelines on environmental 

assessment and list of preferable production technology for each production sector for 

credit institutions to refer to whenever a loan is considered. In addition, working to 

establish the list of industries that are subject to certain investment and credit limit.  

 

Third, mapping all master plans to determine overlapping areas; identifying areas with 

sensitive social and biodiversity characteristics (for instant, the area nearby natural 

conservation parks), backstopped by reliable information (base data) for the banks to 

consider before making decisions on granting loans. 

  

Forth, establishing the set of indicators on measuring and quantifying the green credit 

targets.  Issuing certificate on green credit for the banks those are qualified; Developing 

financial mechanisms to incentivize the actions for greening banks. 

  

Fifth, the bank can minimize the risk by disclosing information about the projects 

applying loans for stakeholder consultation. Encouraging and guiding the banks to 

consult with independent experts and environmental organizations on the potential 

impacts of loan proposals.  

 

Sixth, strengthening the implementation of environmental laws and policies by 

disseminating information and empowering the community to participate in 

environmental monitoring. Enhancing the quality of SEA and EIAs through improving 

stakeholder’s engagement during the appraisal and approval process of the credit 

proposals. 
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Seventh, providing credit officers of banks with knowledge on social and environmental 

safeguards; recommending banks to establish a unit in charge of managing social and 

environmental risks and fill it up by the staff with appropriate expertise. 

 

Eighth, research to establish a fund to support green production projects by offering 

preferential interest rates.  

 

Ninth, considering participating in Equator Principles; stimulating the exchange and 

learning events to learn how the safeguards policies are adopted by other international 

financial institutions. 
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