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I. PROJECT DESCRIPTION 

1. Damage from three decades of war and insufficient investment in the following decades 
has left Viet Nam’s infrastructure—particularly for transport—badly deteriorated. Lack of funds 
for maintenance, repair, and expansion was threatening the sustainability of rapid economic 
growth. The Government therefore requested external assistance to rehabilitate the national 
highway system, with the highest priority given to National Highway (NH) 1, the backbone of the 
country’s road transport. 
 
2. The Asian Development Bank (ADB), World Bank, and Overseas Economic Cooperation 
Fund (OECF) responded to this request. ADB’s first project1, completed in early 2000, included 
rehabilitation of NH 1 from Ho Chi Minh City to Nha Trang. The Second Road Improvement 
Project, for which this project completion report is prepared, included rehabilitating NH 1 from 
the border with the People’s Republic of China (PRC) south to Hanoi. A third project,2 under 
implementation, continues rehabilitating NH 1 from Nha Trang to Quang Ngai. The World Bank 
has provided three loans to rehabilitate NH 1 from Hanoi to Vinh, from Vinh to Dang Ha, and 
from Dang Ha to Quang Ngai. OECF has funded the replacement and construction of bridges 
more than 20 meters (m) long. 
 
3. The goal of the Project was to improve long-term transport efficiency and safety,3 and 
reduce poverty by improving access to rural areas. A project matrix was not provided at project 
preparation, but the project completion review mission has generated a partial matrix based on 
the report and recommendation of the President, which is in Appendix 1. 
 
4. The project scope comprised 
 

(i) a national highway component (NHC), which encompassed improving 161 kilometers 
(km) of NH 1 from the border with the PRC to Hanoi, and consulting services for 
supervision of the NHC. (OECF, which is now the Japan Bank for International 
Cooperation, financed the construction of bridges more than 20 m long);  

(ii) a rural roads component (RRC), which improved about 600 km of provincial, district, 
and commune roads in Lang Son, Ha Bac, and Cao Bang provinces.4 (This 
component included consulting services for road selection, design, and supervision); 
and 

(iii) an institutional strengthening component (ISC), which provided advisory services to 
the Viet Nam Road Administration (VRA); (Appendix 2 lists major events in the 
project history). 

 

                                                 
1  ADB. 1993. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Socialist Republic of Viet Nam for the Road Improvement Project. Manila. 
2  ADB. 1998. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Socialist Republic of Viet Nam for the Third Road Improvement Project. Manila. 
3 This formulation has been derived by the project completion mission based on the objectives, goals, and outputs 

stated in the report and recommendation of the President. The goals were to (i) rehabilitate the project road to a 
standard appropriate to the level and type of traffic using the road, (ii) improve rural accessibility and agricultural 
incomes, (iii) reduce transport costs by facilitating more efficient transport services, (iv) improve road safety, and 
(v) strengthen the institutions concerned with road management and administration. 

4  Later, Ha Bac province was split into Bac Ninh and Bac Giang provinces, and Cao Ban province was split into Cao 
Bang and Bac Kan provinces. 
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II. EVALUATION OF DESIGN AND IMPLEMENTATION 

A. Relevance of Design and Formulation 

5. The Project is in line with the Government's policy to implement a transport sector 
program to improve transport efficiency and create an institutional and financial framework 
conducive to economic growth. The Project is also consistent with ADB’s country strategy of 
promoting efficient economic growth, poverty reduction, and environmentally sound 
development through better geographic linkages. These linkages are centered on Hanoi in the 
north, Da Nang in the central region, and Ho Chi Minh City in the south. Upgraded transport 
corridors connecting these growth areas with selected rural areas are essential to improve the 
business environment. Feeder roads that reach from the transport corridors into rural areas help 
bring these regions into the economic mainstream. The Project was formulated and designed 
based on these strategies. 
 
6. A project preparatory technical assistance (TA)5 was approved at the same time as the 
first road improvement project. Under this TA, a feasibility study was carried out for improving 
other sections of NH 1, including the section from the PRC border to Hanoi and a 700-km 
section from Nha Trang to Dong Ha. The design report was completed in November 1995. The 
study found improvement of both sections feasible. The Government accorded highest priority 
to the section from the PRC to Hanoi. Rehabilitating a section from Nha Trang to Quang Ngai 
(400 km) was included under the third road improvement project. 
 
7. During project preparation, it became apparent that developing the southernmost 60 km 
of the project road and considerable, but isolated, parts of the northernmost 100 km required 
substantial involuntary resettlement. Initial surveys indicated that about 20,000 residents in 
about 5,000 households along the southern section alone would need to be resettled. On the 
northern section, resettlement requirements were lower, but the road traverses mountainous 
terrain and a safe horizontal and vertical alignment would be prohibitively expensive. Extensive 
lengths of the highway were realigned to reduce resettlement problems and ensure traffic safety 
at an acceptable cost. Detailed engineering for the selected alignment of the NHC was prepared 
under the project preparatory TA, together with an environmental impact assessment, a 
resettlement plan, and an action plan for ethnic minorities. 
 
8. When contractors were appointed and began detailed surveys, they found the design 
produced during project preparation seriously flawed. The design overlapped with an existing 
rail line, required realignment into a river, underestimated how soft the soil is over the last 60 km 
toward Hanoi, and significantly underestimated the work required for tasks such as rock 
excavation. Redesign was required for most of the highway project, and was performed by the 
supervision consultants and a team from the EA: Project Management Unit 1 (PMU-1). The 
redesign required substantial additional effort from EA. The need for redesign and the attendant 
need for additional land acquisition and resettlement delayed commencement of construction. 
 

                                                 
5  ADB. 1995. Technical Assistance to the Socialist Republic of Viet Nam for the Second Road Improvement Project. 

Manila. 
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B. Project Outputs 

1. National Highway Component 

9. The improvement of about 161 km of NH 1 was implemented through four contracts 
tendered under international competitive bidding (ICB). The project road consists of 109 km of 
new alignment. The remaining 52 km coincides with the alignment of the old highway, which 
was rehabilitated and widening on these sections. 
 
10. All sections of the road were originally designed as two-lane single carriageway with a 
width of 7 m and paved shoulders for slow-moving traffic. The southernmost 60 km were 
designed for future widening to four-lane dual carriageway standard. The appraisal design 
assumed that the available budget was insufficient for immediate construction of a four-lane 
dual carriageway on the southernmost section, although it was foreseen that traffic would 
require additional lanes within 10 years of project completion. During project implementation, 
significant savings were realized and the Government requested that ADB consider financing 
expansion to four lanes on the southernmost 27 km of the road from the intersection with NH 5 
(which links Hanoi with Haipong and has four lanes) and NH 18 (which links Haipong with 
Hanoi’s international airport, and is being reconstructed to have four lanes). The four-lane 
facility was justified, and ADB agreed it could be financed from loan savings and executed 
through variation to the ongoing contract for this section of the road. 
 
11. The Government submitted a further request in mid-2000 for financing four flyovers. The 
flyovers were to be on the section of the road being constructed with four lanes, to allow for non-
level crossing of major national/provincial roads with high traffic volumes. Taking into account 
that the design speed for the four-lane section of NH 1 is 100 km/hour, it was considered unsafe 
and ineffective to have level intersections. ADB agreed that the flyovers could be financed from 
loan savings. The four flyovers were constructed under four contracts tendered under local 
competitive bidding (LCB). 
 
12. Construction of the new highway created a significant barrier for local residents who 
needed access to locations across the highway. They lodged requests for underpasses for farm 
and other local traffic. A number of simple underpasses were added under the existing 
contracts. 
 

2. Rural Roads Component 

13. The RRC was designed to improve selected sections of 600 km of provincial and district 
roads in Bac Ninh, Bac Giang, Lang Son, Cao Bang, and Bac Kan provinces. NH 1 traverses 
the first three provinces. The other two provinces adjoin Lang Son province to the west, and 
were included in order to improve access between the inner hinterland and NH 1. 
 
14. The project area for the RRC is the same as in the Loan Agreement, where only three 
provinces are mentioned. Two of these provinces were split into two after appraisal, but the 
change of administrative borders did not affect the project area. 
 
15. Screening and prioritization of the provincial and district road networks was undertaken 
at the start of the RRC, based on information extracted from socioeconomic surveys conducted 
in each province. As a result, 33 provincial and district roads were selected, with a total length of 
571 km. Selection was based on population served, the extent of economic activity, existing 
traffic, and—for about 20% of the roads in each province—social criteria. For the remaining 
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roads, a minimum economic internal rate of return (EIRR) of 12% was required. In general, the 
roads selected for improvement were in poor condition. Small-scale local contractors carried out 
the work using labor-intensive techniques. 
 
16. During RRC implementation, ADB approved upgrading of eight additional roads with a 
total length of 16 km. These roads connected the new NH 1 route to towns and villages on the 
old route. This work was financed from loan savings and carried out under 10 small contracts. 
 

3. Institutional Strengthening Component  

17. The ISC provided consulting services to VRA, which is responsible for managing and 
maintaining the national road network. The purpose was to strengthen VRA's capacity to 
undertake road maintenance and management. The outputs from the advisory TA included (i) a 
final draft of the Road Act; (ii) institutional improvements, focused on improving VRA’s capability 
to manage the national road network through consistent regulations, stable road financing, and 
modernized operations; (iii) improvement of VRA's planning capacity, focused on improving 
road maintenance planning methodologies and tools; (iv) development of VRA's information 
technology, focused on effective application of IT to road management; and (v) development of 
human resources by upgrading the road management skills of VRA staff. 
 
18. The consultants also prepared an action plan for developing and implementing a sector 
development policy. This component has been included in ADB's third road improvement 
project. 
 
C. Project Costs 

19. A comparison by project component of appraisal cost estimates and actual costs is 
included in the basic data section. Total project cost was estimated at $237 million equivalent at 
the time of appraisal, with foreign exchange costs of $150 million (63%) and local currency 
costs of $87 million equivalent (37%). Actual project cost as estimated by the project completion 
review mission amount to $164.2 million equivalent, with a foreign exchange cost of $99.7 
million (61%) and a local currency cost of $64.5 million equivalent (39%). The overall decrease 
in total project cost relative to the appraisal estimate is $72.8 million equivalent, or 31% of 
estimated cost at appraisal. 
 
20. For the ADB-financed part of the Project (excluding bridges more than 20 m long that 
were financed by OECF), the cost estimate at appraisal was $162 million equivalent, comprising 
foreign exchange costs of $97 million (60%) and local currency costs of $65 million equivalent 
(40%). The loan from ADB, for $120 million equivalent, was to finance all foreign exchange 
costs and 51% of local currency costs. Actual cost for the ADB-financed components amount to 
$123.8 million equivalent, of which $75.4 million (61%) is in foreign exchange and $48.3 million 
equivalent (39%) in local currency. Total disbursement was $88.3 million equivalent: $75.4 
million for foreign exchange costs and $12.9 million equivalent in local currency. The final cost 
for the OECF-financed bridge component was $40.4 million equivalent: $24.2 million in foreign 
exchange and $16.2 million equivalent in local currency, against the estimate at appraisal of $75 
million equivalent, which included $53 million in foreign exchange and $22 million equivalent in 
local currency. 
 
21. Costs for civil works came in below estimates although part of the highway was 
upgraded to four –lanes dual carriageway standard, four flyovers were added, and a number of 
minor extensions was made to the project scope. The savings materialized because 
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Vietnamese contractors, rather than international contractors, carried out almost all civil works6, 
and they offered average bid prices 22% below estimates. There was also significant savings on 
physical and price contingencies during construction. 
 
D. Disbursements 

22. No disbursement projections were made at the time of appraisal. However, based on the 
implementation schedule prepared at appraisal, planned projected disbursements have been 
calculated by the mission and are shown in Appendix 3, together with actual disbursements. 
Because of lower bid prices and delays in the implementation of the civil works contracts, 
disbursements were lower and slower than expected. 
 
23. The total amount disbursed from the loan account was $ 88.3 million, $ 31.7 million less 
than the $ 120 million equivalent provided under the loan. In early 2001, an amount of $ 2.0 
million was transferred to a loan for emergency assistance for flood damage rehabilitation.7 The 
undisbursed loan amount was further reduced during the course of project implementation 
because special drawing rights appreciated against the dollar. The total cancellation was $19.2 
million at loan closing. 
 
24. An imprest account and statement of expenditure procedures were utilized for local 
currency expenditures related to civil works. The original ceiling of the imprest account was 
$500,000. At the request of PMU-1, the ceiling amount was increased to $1.5 million in 
June 2000. The turnover rate was 2.5, which exceeds ADB’s accepted average of 2. The 
imprest account was efficiently utilized. 
 
E. Project Schedule  

25. The implementation schedule as prepared at appraisal compared with actual 
implementation is shown in Appendix 4. The loan was approved on 21 November 1996. The 
loan agreement was signed on 25 March 1997 and became effective on 3 July 1997. The loan 
closing date was extended once, from 31 December 2001 to 30 June 2002, but the loan 
account was kept open until 25 March 2003, without a formal extension, to allow for liquidation 
of imprest account advances. 
 
26. Contract details for the consultancy and civil works contracts are shown in Appendix 5. 
The commencement date for the four NHC civil works contracts was 15 January 1998. The 
works were due to be completed within 3 years, by 15 January 2001. Actual completion was 30 
September 2001 for contract N1, 30 June 2001 for N2 and N3, and 30 June 2002 for N4. The 
four flyovers added to the project in 2000 were constructed under four separate contracts that 
were all completed in mid-2002. 
 
27. For the RRC, the construction activities for the first batch of contracts started on 
1 December 1999 and the last contract was completed in May 2001. Construction of connecting 
roads, which were added to the project scope in the course of implementation, started in 
September 2001 and ended on 30 June 2002. Contracts for consultants for both the NHC and 
the RRC were extended due to the delays in implementing civil works. 
                                                 
6  Purely Vietnamese consortia executed two of the contracts, while joint foreign and Vietnamese consortia carried 

out the other two. The extent of foreign input into the two latter contracts was, however, very limited. The 
Vietnamese partners performed all actual construction work. 

7  ADB. 2000. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
Socialist Republic of Viet Nam for the Emergency Assistance for the Flood Damage Rehabilitation Project. Manila. 



6 

 
28. The NHC faced delays for several reasons. The contractors for NH 1 did not have 
access to some project areas from the beginning of their contracts, as land acquisition and 
resettlement had not been completed. Errors in the original engineering design were detected 
only after the contractors had been appointed, and the changes required additional land 
acquisition and resettlement. Contracts were extended to include underpasses along the 
highway at the request of local residents. One highway section was upgraded to four lanes 
under contract N4. All RRC contracts experienced delays due to poor construction management 
and insufficient allocation of resources to the work sites by the contractors, but also by factors 
outside the control of the contractors such as land acquisition delays8 and late approval of blast 
permits at quarry sites. 
 
F. Implementation Arrangements 

29. Implementation arrangements were as envisaged at appraisal. The borrower was the 
Government and the Executing Agency was the Ministry of Transport (MOT). Within MOT, 
PMU-1 was responsible for day-to-day implementation of the Project. PMU-1 was also 
responsible for implementing the first road improvement project that ADB financed. It performed 
well in implementing that project, and gained valuable experience in implementing foreign-
assisted projects. PMU-1 was responsible for all preconstruction activities, including selection of 
supervision consultants, awarding civil works contracts, land acquisition, managing the 
resettlement plan, and formulating the ethnic minorities action plan. PMU-1 was responsible for 
construction management after civil works began.  
 
30. For the RRC, subunits for project management were established in each of the 
provinces included under the project. These subunits included staff from the provincial transport 
authorities. The ISC was implemented by MOT and VRA. A steering committee was formed to 
give direction and policy guidance to the consultants. This committee was chaired by the 
director-general of PMU-1 and had representation from MOT and VRA. 
 
G. Conditions and Covenants 

31. Loan conditions and covenants were generally complied with (Appendix 6). The main 
issues in this respect are localized difficulties with the execution of routine maintenance on 
certain roads under the RRC (Loan Agreement Schedule 6, paras. 4 and 9) and a minor 
deviation from the agreed resettlement plan (Loan Agreement Schedule 6, para. 6). 
Resettlement in connection with upgrading of the 16 km of connecting roads was carried out 
according to national standards, rather than the standards agreed under the Project. The 
national resettlement standard is less advantageous to those being resettled than ADB’s, but 
the differences are minor. The nongovernment organization (NGO) appointed to monitor 
resettlement—the C.G.F.E.D Research Center for Gender, Family, and Environment in 
Development (CGFED)—informed the mission that they had not noted the deviation but found 
that all affected people had been fully compensated. The mission believes the deviation was 
accidental. 
 

                                                 
8 In the case of the connecting roads. 
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H. Consultant Recruitment and Procurement 

32. ADB approved advanced procurement action in March 1995, valid also for recruitment of 
consultants. There were, however, considerable delays in procurement and recruiting 
consultants. 
 
33. Three teams of consultants were engaged: one to supervise the NHC; one to oversee 
road selection, design, and supervision for the RRC; and one to execute the ISC. All consultants 
were recruited in accordance with ADB guidelines. It took considerable time to recruit the 
supervision consultant for the NHC. The shortlist was submitted to ADB only in April 1996. 
Proposals were invited in May 1996 with submission in August 1996. The evaluation report was 
submitted to ADB in late April 1997 and approved in early May. The contract with the selected 
consultant—a joint venture of two international firms, in association with a local firm—was not 
signed until October 1997. 
 
34. ADB approved the shortlist for the RRC in November 1997. It then took nearly a year 
before the contract with the consultant, an international firm, was signed in October 1998. ADB 
approved the shortlist for the ISC in June 1998. The contract was then signed in October 1999. 
Contract details for the consulting services, as well as for civil works, are shown in Appendix 5. 
 
35. Procurement for civil works was conducted according to ADB guidelines. In November 
1996, ADB approved the prequalification of contractors to bid for the four major NHC contracts 
under international competitive bidding procedures. Bidding documents were then issued in 
March 1997 and the bids were submitted in late June 1997. ADB approved award of the four 
contracts in October 1997, and the contracts were signed on 1 December 1997. Contracts N1 
and N2 were awarded to two joint ventures. Each was composed of an international contractor 
and domestic state-owned enterprises. Contracts N3 and N4 were awarded to joint ventures of 
domestic state-owned enterprises. The four flyovers, which were added to the project scope in 
December 2000, were tendered under LCB procedures in March 2001, with technical proposals 
submitted at the same time as financial proposals. A bidder’s financial proposal was opened 
only if its technical qualification was confirmed. The four contracts were signed in July 2001. 
 
36. For the RRC, the 47 civil works contracts were tendered in two stages following the 
same LCB procedures as for the flyovers. Tenders were issued in July and November 1999 and 
the contracts were signed between November 1999 and March 2000. The 8 connecting roads 
were tendered under the same LCB procedures in March 2000 and contracts were signed in 
August 2001. 
 
I. Performance of Consultants and Contractors 

37. The supervision consultants for the NHC performed well, contributing to the high quality 
of the rehabilitated highway. The consultants, together with a team from PMU-1, were able to 
rectify the initial design errors within a short period of time, which was necessary, as the 
contractors had already been appointed. The supervision was effectively carried out with regard 
to the actual construction work, as well as enforcement of the environmental protection 
measures required during construction. The overall performance of the supervision consultants 
is rated highly satisfactory. 
 
38. The consultants for the RRC also performed well in general, but should have been more 
careful during screening and prioritization (para. 67). Construction management was adequate, 
and their overall performance is rated partly satisfactory. 
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39. The ISC consultants satisfactorily completed the tasks specified in their terms of 
reference. VRA rates their performance satisfactory. 
 
40. The highway contractors for the four main contracts and the flyovers completed work 
with little delay, despite initial difficulties with redesign and land acquisition that delayed startup. 
Initially, the contractors had some difficulties managing the rather extensive work, but the 
situation improved after some time. The quality of completed works is very good. The overall 
performance of the highway contractors is rated highly satisfactory. 
 
41. There were 57 contracts under the RRC, which all were rated by the consultant in his 
completion report. Of the 57, 46 were rated excellent or good, 9 fair, and 2 poor or very poor. 
The mission visited some of the roads and found the quality of works satisfactory considering 
budget constraints (para. 48). 
 
J. Performance of the Borrower and the Executing Agency 

42. The performance of the Borrower, represented by the Ministry of Finance and MOT 
through PMU-1, has been satisfactory. PMU-1 had previously gained useful experience in 
implementing the first road improvement project, which helped them to effectively manage 
implementation in spite of a number of problems such as design changes, extensive land 
acquisition, and complex resettlement. The detailed design was flawed, and the flaws were only 
identified during project implementation but this does not detract from PMU-1's performance. 
The problem was caused by an inadequate survey by the design consultant, which could only 
be identified when the contractors conducted detailed construction survey. The performance of 
PMU-1 is rated satisfactory. 
 
43. VRA was responsible for implementing the ISC. VRA’s ownership of this component was 
a concern at the beginning, but improved during implementation. VRA’s performance was 
satisfactory. 
 
K. Performance of Asian Development Bank 

44. Project formulation was relatively quick, taking about 8 months from fact-finding to loan 
approval in November 1996. Initial implementation delays were caused mainly by faults in 
survey work, that was carried out under the project preparatory TA and were identified only 
when contractors had been appointed and carried out detailed surveys. The quality of survey 
work is difficult for ADB to check and the errors were outside the scope of ADB project 
preparation. 
 
45. ADB undertook 11 review missions, including a midterm review, from August 1997 to 
April 2002. Most of these were concluded in conjunction with the review of other projects. These 
reviews were mainly concentrated on the NHC, and insufficient attention was paid to 
implementing the RRC and the ISC. For example, no review mission visited Cao Bang or Bac 
Kan provinces, which only include RRC components, during project implementation. Concerned 
ADB staff members in Manila were in regular contact with PMU-1 and provided advice on 
various issues. During implementation, five different project officers at ADB headquarters were 
responsible for this Project. Changes were unavoidable because of staff movements. PMU-1 
indicated that these frequent changes had caused some problems, but considered ADB’s 
overall performance satisfactory. 
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III. EVALUATION OF PERFORMANCE 

A. Relevance 

46. The Project rehabilitated a part of the most important highway in Viet Nam to a very high 
standard, improving transport efficiency conducive to economic growth. By rehabilitating access 
roads to rural areas, the RRC has brought the northeastern region into the economic 
mainstream, reduced transport costs, and may have stimulated production and increased 
earnings for low-income groups. These project components were complemented by assistance 
to strengthen the institutions charged with managing Viet Nam’s national road network. The 
Project is rated highly relevant. 
 
B. Efficacy in Achievement of Purpose 

47. The rehabilitation of NH 1 from the PRC border to Hanoi has fully achieved its purpose. 
Rehabilitation has reduced the roughness of the road from 10.5 to typically 2.8 and has reduced 
the travel time from the border to Hanoi from 5.5 hours to 2.5 hours. As a result, road users save 
14–47% on transport cost, depending on the vehicle type and road section. Paved shoulders of 
2.5 m width have helped free the faster lanes of slower-moving vehicles, such as tractors and 
motorcycles. Underpasses have removed slow-moving traffic crossing the highway. These 
measures and the four overpasses have improved local traffic and contribute, together with the 
relocation of the southern section away from densely populated areas, to improved traffic safety. 
Quantifying the impact on traffic safety is not possible because of insufficient accident statistics. 
The quality of work carried out for NH 1 was very good. The Japan Bank for International 
Cooperation informed ADB that it considers the OECF-financed bridge component highly 
successful and was satisfied with its cooperation with the ADB-financed component. 
 
48. Rehabilitating rural roads has reduced transport time, secured all-year accessibility, and 
reduced road user cost by improving road surfaces, typically reducing roughness from about 10 
to about 4. Additional traffic has been generated since the road works were completed: in some 
cases, traffic has more than doubled. All roads shows EIRRs in excess of 16% and 24 roads9 
show EIRRs in excess of 50%. The reductions in road user costs and the increases in traffic 
indicate that access has improved. One concern is that the rural roads are constructed for light 
traffic, but most have significant traffic loads. At project appriasal it was foreseen that the roads 
selected under the RRC would be lightly trafficked and could be adequately improved with low-
cost spot improvement. The budget allocation to the RRC was correspondingly low, equivalent 
to $15,000/km. In the event, traffic on most of the selected roads is heavier than expected with 
the result, that the limitation on unit construction costs has led to design determined by budget 
rather than actual traffic requirements. However, substantial surplus funds were available under 
the loan that could have been employed to strengthen the surface on rural roads with heavy 
traffic, thus securing their long-term sustainability. A selection procedure better aligned with the 
assumptions underlying the RRC should have been employed, or funds should have been 
reallocated to enable better correspondence between traffic requirements and rehabilitation 
standards. Despite the planning deficiencies, civil works were generally high in quality. The 
extent of rehabilitation is impressive, given the limited funds available. 
 
49. The project completion mission noted that two of the connecting roads approved under 
the connecting roads extension were not completed normally. In Bac Ninh province, only 54% of 
the work on contract BN-6 was completed, when the MOT decided to upgrade the road to four-

                                                 
9 Out of 33 roads. 
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lane standard and transferred the revised project to PMU-18. In Lang Son Province, three 
contracts—LS-10, LS-11, and LS-12, which constitute a single connecting road—show 
anomalies. The approach to and intersection with the highway were never built. LS-11 was 
completed, but is now being widened and partly realigned to allow for construction of a railway 
flyover. LS-10 was not completed before loan closure and has never been opened for traffic. 
Work is ongoing, however. LS-12 would appear to consist of resurfacing of a 27-meter wide 
processional street in Lang Son town. The wisdom of selecting this road for upgrading is not 
apparent, considering the general project objectives. 
 
50. VRA confirmed that the ISC fully met its objectives. VRA specifically mentioned as 
tangible and valuable results of this component (i) the passage of the new Road Act by the 
National Assembly, effective 1 January 2002, and the associated issuance of 7 decrees and 
22 decisions, (ii) the Government’s observance of the need to establish a road fund, (iii) the 
production of a road management manual, (iv) the establishment of a road maintenance 
database, (v) the establishment on pilot-scale of a HDM-4-based road maintenance 
management system, and (vi) the training received. 
 
51. The NHC is rated highly efficacious, and the RRC and ISC are rated efficacious. Overall, 
the Project is rated efficacious. 
 
C. Efficiency in Achievement of Outputs and Purpose 

52. The economic analysis of the NHC as performed at appraisal has been recalculated in 
Appendix 7 to reflect actual implementation and realized traffic. The revised calculation 
indicates that the project will generate an EIRR of 34.7%, against 30.0% at appraisal. The main 
reasons are lower-than-expected capital expenditures, partially offset by lower-than-expected 
traffic;10 and higher-than-expected maintenance expenditures because the project scope was 
extended. The consultant’s ex-post cost-benefit analysis for the RRC and connecting roads 
were also reviewed. The EIRR values estimated for the RRC are very high—16–310%— 
yielding an average EIRR of about 115%. The result seems realistic, given (i) the low level of 
realized investment, averaging about $14,400/km; and (ii) the high traffic loads on the roads. 
The long-term sustainability of parts of the RRC is, however, doubtful. The consultant assessed 
only five of eight connecting roads. The roads excluded were a connecting road in Lang Son 
province and a road in Bac Ninh province that were never completed, and a road in Bac Giang 
province that, at the time, had not been connected to the new highway and carried no traffic. 
The three excluded roads represent capital costs equivalent to 0.5% of the total project cost. 
The five roads that have been assessed—three in Bac Giang province and two in Lang Son 
province—exhibit EIRRs in the range of 19–46%. The Project is rated highly efficient on the 
grounds of (i) higher-than-expected EIRRs for the highway and the rural roads components; (ii) 
PMU-1's satisfactory execution of the highly complex resettlement process; (iii) efficient 
implementation of the additional components financed from loan savings; and (iv) PMU-1's and 
the supervision consultant's efficient response to the flawed highway design, which contributed 
decisively to project realization. 
 

                                                 
10  The assessment of traffic levels on the highway is based on traffic counts performed less than a year after opening 

the road, and may be influenced by incomplete phasing-in of road usage. Recent traffic counts indicate that such a 
process may exist and suggests that long-term traffic levels may be higher than currently expected. 
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D. Preliminary Assessment of Sustainability 

53. NH 1 is in good condition and no maintenance has been required, aside from minor 
routine maintenance, which has been carried out. Routine maintenance had not been carried 
out on some rural roads but was evident and adequate on others. Given that the road contracts 
are recently completed, the execution of periodic maintenance could not be assessed. 
According to local authorities, maintenance problems include insufficient budget at the district 
level. The shortage of funding was confirmed by the Ministry of Finance, which considers 
current road maintenance funding is sufficient for 70% of requirements on national roads, and a 
lower percentage of provincial and district roads. VRA estimates that current allocations for the 
national road network meet less than 50% of requirements, and considers the same is true for 
provincial and district roads. Despite these shortcomings, project roads will likely be adequately 
maintained because (i) the Government committed to perform adequate maintenance in the 
loan agreement, (ii) evidence of adequate maintenance was observed on most rural roads, and 
(iii) rural roads with inadequate maintenance were being transferred from districts to provinces 
to ensure adequate resources and capabilities. 
 
54. The ISC achieved its targets and has instilled a desire for further reform and skills 
upgrading in VRA. Subprojects identified in the sector development policy prepared under the 
ISC are now being implemented under the third road improvement project, with VRA as the 
implementing agency. Overall, the Project is rated likely sustainable. 
 
E. Environmental, Sociocultural, and Other Impacts 

55. An environmental impact assessment (EIA) of the rehabilitation of the highway was 
carried out in 1995. A summary EIA was circulated to ADB’s board of directors in May 1996. 
The EIA, which examined the environmental and social impact of rehabilitation and operation of 
the highway, concluded that potentially significant negative impacts would be offset by the 
positive impacts, mainly economic, or could be satisfactorily mitigated by design measures. 
 
56. Based on the EIA, the civil works contracts included a number of mitigation measures, 
such as proper waste disposal, water spraying to minimize dust, and slope protection. 
Relocation of irrigation channels was timed to minimize impact. Safety has improved for many 
residents living near the old highway since the project has reduced traffic through densely 
populated areas. Additional underpasses were constructed as requested by local residents to 
access locations across the highway. Proper horizontal and vertical geometry, road markings, 
traffic signs, and guardrails have improved safety for road users. The smooth surface of the 
rehabilitated roads requires vehicles to use less traction power and fuel, and result in less air 
pollution and noise. The travel time from the PRC border to Hanoi has dropped by 3 hours. 
 
57. A comprehensive resettlement action plan (RAP) was prepared under the project 
preparatory TA. PMU-1 arranged for land to be acquired and for affected households to be 
resettled according to Government procedures and ADB’s Policy on Involuntary Resettlement. 
An independent NGO was engaged to monitor implementation of the RAP. A summary report 
from the NGO is included in Appendix 8. 
 
58. The original RAP estimated land acquisition of 450 hectares and resettlement of 960 
households, comprising about 3,400 people. Some 13,500 households were to be compensated 
for loss of land and structures. By project completion, 380 hectares had been acquired. The 
number of compensated households increased to 20,400, mainly because of upgrading of a 
section of the highway to four lanes and construction of flyovers. Nine resettlement sites were 
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developed but only 249 households opted to move to these sites. Most households that had to 
rebuild their houses were able to do so by moving back on their existing property while other 
households decided to relocate nearby. At appraisal, it was estimated that compensation for 
land acquisition and resettlement would amount to $15.4 million. By project completion, $18.9 
million had been spent on these activities. 
 
59. An ethnic minority action plan was prepared before appraisal. PMU-1 and the NGO 
monitored issues of income and livelihood restoration to ethnic minorities, and confirmed that 
mitigation measures had been implemented. 
 
60. Land acquisition and resettlement was originally not required under the RRC. However, 
some resettlement was required for the connecting roads that were added to the project scope. 
The concerned provincial authorities executed resettlement for the connecting roads with 
provincial funding. The project completion mission learned that resettlement for connecting 
roads had been carried out according to national standards rather than the standards agreed in 
the resettlement plan. The mission is convinced that this deviation from the loan agreement was 
accidental, caused by the switch from the centralized resettlement regime established by 
PMU-1 for the NHC, to a provincial resettlement regime for the connecting roads. In 2001, an 
ADB resettlement review mission concluded that PMU-1 had been very responsive to the needs 
of affected people and that resettlement had been implemented well. It was further concluded 
that the needs of ethnic minority people directly affected by land acquisition had been met 
satisfactorily. The NGO has reached the same conclusions, as did the project completion 
mission, which visited two resettlement sites and interviewed some project-affected persons. 
Overall environmental, sociocultural, and other impacts are rated substantial. 
 

IV. OVERALL ASSESSMENT AND RECOMMENDATIONS 

A. Assessment 

61. The objectives of the NHC have been fully achieved. NH 1 From the PRC border to 
Hanoi has been rehabilitated and the quality of civil works is very good. Travel time has been 
reduced from 5.5 to 2.5 hours, resulting in cheaper, more efficient transport. Better horizontal 
and vertical alignments and paved shoulders for slow-moving traffic have improved road safety. 
These improvements have been made at a significantly lower cost than originally anticipated. 
The economic revaluation of the NHC shows a higher EIRR than expected at appraisal. 
 
62. The RRC was implemented to develop the regional economy by providing better rural 
access to markets, income-generating opportunities, and social services. The long-term 
sustainability of a few rural roads may be in jeopardy because they have not been designed to 
support the heavy traffic now using them. The quality of civil works was generally good. The 
estimated EIRRs for roads under the RRC are very high. The ISC fully met all objectives, and 
has instilled a desire for future reform and skills upgrading in VRA. 
 
63. Resettlement and compensation to affected persons was fully satisfactory. There have 
been no major adverse environmental impacts. Overall the Project is rated highly successful. 
Details of the rating are in Appendix 9. 
 
B. Lessons Learned 

64. ADB approved advance procurement action. It took about 18 months from shortlisting 
until a contract with the supervision consultants was signed while the original four civil works 
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contracts took 20 months from prequalification to contract signing. Viet Nam’s bid evaluation 
process is complicated and time-consuming. For contracts above a certain size, the evaluation 
has to be approved by the Ministry of Planning and Investment, and finally by the Prime 
Minister. The usage of advance procurement ensured that the contract with the supervision 
consultant and the four initial civil works contracts for the NHC were signed within 5 months of 
loan effectiveness, causing no major delays to implementation. Although initial project approval 
was lengthy, the Executing Agency acted swiftly thereafter, as seen in the floating of contracts 
for various project extensions. Until the systemic causes for initial delay are overcome, advance 
procurement action should always be considered for projects in Viet Nam. 
 
65. Significant savings were realized in the course of project implementation, primarily 
because local contractors undertook construction rather than international contractors as was 
expected at appraisal. The savings enabled realization of additional project components that 
had previously been abandoned for budgetary reasons. This has significantly improved the 
project and contributes to long-term sustainability. The lesson learned is that flexibility is 
important during project implementation to ensure that opportunities for improvement can be 
seized. A flexible approach to unit cost constraints on the RRC would have improved the 
sustainability of rural roads with heavy traffic. 
 
66. Small local contractors worked on the rural roads. Although these contractors had 
trouble finishing work on time, and required close supervision from PMU-1 and the supervision 
consultant, the outcome was generally satisfactory. The lesson learned is that untested local 
contractors can perform adequately, but ample time must be given to allow for the steep 
learning curve and the many constraints facing such contractors. 
 
67. Many roads under the RRC did not meet the assumption at appraisal that they carry little 
traffic. A tight budget also imposed limitations on the rehabilitation cost per kilometer, leading to 
underdesigned rehabilitation work on some roads. The selection procedure should either have 
ensured selection of roads with low traffic volumes, or some of the excess funds should have 
been reallocated to the RRC to enable higher standards on roads with heavy traffic. There 
should have been more interaction between ADB, the Executing Agency, and the consultant to 
respond to changing circumstances. 
 
C. Recommendations 

1. Project Related 

68. The resettlement plan requires PMU-1 to submit a final report to ADB, followed 2 years 
later by a follow-up evaluation of the extent to which the program has achieved its primary 
objective. The independent monitoring NGO will undertake a socioeconomic survey in 
September 2003. The follow-up evaluation in September 2005 will establish the well-being of 
the people affected and include recommendations for mitigation measures. A project 
performance audit should be undertaken shortly thereafter. 
 

2. General 

69. The detailed design for NH 1 was carried out by a consultant that ADB selected under a 
project preparatory TA. When civil works began, serious design defects were discovered which 
caused implementation delays and additional costs. ADB took no action against the consultant, 
although damages could have been sought through the contractual liability provision. Unless 
ADB takes proper action in cases like this, consultants may not be careful in their work. 
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PROJECT FRAMEWORKa 

 

Design Summary Performance 
Indicators/Targets 

Monitoring 
Mechanisms 

Assumptions and 
Risks 

Goal 

Improve long-term 
transport efficiency and 
safety. 

Increase rural incomes 

 

Increased economic 
growth in the northern 
region 

Increased agricultural 
output in affected areas 
relative to nearby areas 

 

Economic statistics 

 
 
Agricultural statistics 

 

Purpose  

Strengthen Viet Nam’s 
road transport sector 

Generate economic 
benefits by reducing 
transport costs 

Improve rural 
accessibility and 
agricultural incomes 

Improve road safety 

 

Improved road condition 

Efficient and effective 
road subsector 
development, 
operations, and 
maintenance 

Selected rural road 
improvement 

Reduced travel time 

No specific target - 
because road safety 
data not available 

Organization, planning 
ability, staffing and skills 

 

Consultant’s reports 
and review missions 

ADB’s project 
completion report 

Review of road sector 
performance 

PMU-1 to collect 
baseline traffic data and 
develop a system to 
monitor traffic growth 
during and after 
implementation 

Socioeconomic surveys 

 

Road maintenance may 
be inadequate 

Increased flow of goods 
and people 

Government will 
encourage further 
development and 
investment in the 
project area 

Government is 
committed to 
developing VRA 

Outputs/Scope 

Improve 161 km of NH 
1 from the PRC border 
south to Hanoi 

Improve about 600 km 
of provincial, district, 
and commune roads 

Strengthen institutions 
concerned with road 
management and 
administration 

 

Improved horizontal and 
vertical alignment and 
road riding surface and 
provision of shoulders 
for slow-moving traffic 

North of Hanoi, NH 1 
extended to four lanes 
for 27 km and four 
flyovers included 

571 km of rural roads 
and 16 km of 
connecting roads 
improved, providing 
better access for the 
rural population 

New Road Act passed 
by Parliament in 2001 

HDM-4 road 
maintenance system 
introduced 

 

Consultant’s reports 
and review missions 

Works comply with 
specified quality 
standards 

Loan disbursement 
performance 

Audit reports 

Project completion 
report 

 

Design flaws delay 
implementation 

Resettlement delays 
implementation 

Contractors are 
competent and can 
complete work to 
specified standard 

Adequate support is 
given to VRA through 
the Third Road 
Improvement Project to 
implement new 
regulations 
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Design Summary Performance 
Indicators/Targets 

Monitoring 
Mechanisms 

Assumptions and 
Risks 

Inputs 

Four civil works 
contracts for national 
highway component 
awarded following ICB 
procedures 

Appropriate number of 
civil works contracts 
awarded for rural roads 
component following 
LCB procedures 

OECF financing of 14 
bridges on NH 1 

Consultant services for 
supervision 

Advisory consulting 
services to VRA 

Total external financing 
of $184 million (ADB: 
$120 million, OECF: 
$64 million) 

Counterpart financing 
equivalent to $53 million 

Project completion by 
31 December 2000 

 

The four original civil 
works contracts signed 
on 1 December 1997 

Contracts (tendered 
under LCB) for four 
flyovers signed on July 
2001 

47 contracts for rural 
roads and 10 for 
connecting roads 
signed between 
November 1999 and 
August 2001 

Consultant services 
contract for supervision 
of NH 1 signed on 
October 1997 

Consultant services 
contract for design and 
supervision of rural 
roads signed in 
October 1998 

Consultant contract for 
advisory services 
signed in October 1999 

Total external financing 
of $128.7 million (ADB: 
$88.7 million, OECF: 
$ 40.4 million) 

Counterpart financing 
equivalent to $35.5 
million 

Project completion by 
30 June 2002 

 

Consultant’s progress 
reports 

Routine project review 
missions 

Government provision 
of the counterpart fund 
required for the Project 

Project completion 
report 

 

ADB = Asian Development Bank, HDM = highway design and maintenance standards model, ICB = international 
competitive bidding, LCB = local competitive bidding, km = kilometer, NH = national highway, OECF = Overseas 
Economic Cooperation Fund, PMU = project management unit, PRC = People’s Republic of China, VRA = Viet Nam 
Road Administration. 
a No project framework was developed during appraisal. This framework was reconstructed by the project completion 

mission. 
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CHRONOLOGY OF MAJOR EVENTS 
 

Date  Event 
1995   
30 Mar - Advance procurement action approved by the President. 
Jul 95 - Invitation for prequalification for civil works contracts published in ADB 

Business Opportunities. 
   
1996   
03–15 Mar - Fact-finding mission fielded. 
29 Mar - First Overseas Economic Cooperation Fund Loan was approved for 

Yen 8.808 million (US$64.0 million equivalent). 
01 Apr - PMU-1 sought ADB’s approval on shortlist of supervision consultants. 
24 Apr - ADB approved 1 April 1996 submission. 
08 May - ADB Management Review Meeting was held. 
13-24 May - Appraisal mission fielded. 
15 May  - Invitation for proposals to shortlisted supervision consultants issued. 
29 May - Summary environmental impact assessment circulated to ADB 

management. 
05 Jun - ADB procurement committee met and concluded that applications 

recommended for prequalification were acceptable, but that additional 
information should be obtained from those that failed to meet 
approved criteria. 

20 Aug - ADB staff review committee met. 
23–24 Oct - Loan negotiations held in ADB headquarters. 
04 Nov - ADB approved PMU-1’s recommendation on list of prequalified 

bidders. 
21 Nov - Loan was approved. 
   
1997   
13 Mar - PMU-1 transmitted copy of the bidding documents for national 

highway component. 
25 Mar - Loan agreement was signed. 
24 Apr - PMU-1 submitted evaluation report for supervision consultant for 

national highway component. 
6 May - ADB approved PMU-1’s submission of 24 April 1997. 
3 Jul - The loan was declared effective. 
06 Sep - PMU-1 submitted a shortlist of consultants for the rural road 

component. 
08 Sep - Draft bidding document for the rural roads component was received 

for comments and approval. 
25 Sep - ADB commented and approved the PMU-1’s submission of 8 

September 1997. 
23 Oct - Consultancy contract for supervision of the national highway 

component was signed. 
24 Oct - ADB approved award of contracts for N3 and N4. 
30 Oct - ADB approved award of contracts for N1 and N2. 
14 Nov - ADB approved the 6 September 1997 submissions. 
01 Dec - All four civil works contracts for national highway component were 

signed. 
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Date  Event 
   
1998   
09 May - PMU-1 submitted a shortlist of consultants for institutional 

strengthening for ADB review and approval. 
14 May - PMU-1 submitted evaluation of technical proposal for the feeder 

roads component. 
04 June - ADB approved the 9 May 1998 submission. 
06 July - ADB approved the 14 May 1998 submission. 
   
1999   
20 Jan - PMU-1 submitted evaluation documents for the selection of 

consultants for the institutional strengthening component. 
12 Feb - ADB approved the ranking of consultants for the institutional 

strengthening component. 
30 Nov - PMU-1 requested to approve utilization of uncommitted loan funds to 

expand NH 1 to four lanes for an estimated $10.0 million. 
10 Dec - PMU-1 submitted the bid evaluation report for 23 bid packages and 

21 signed contracts under the feeder road component. 
24 Dec - PMU-1 submitted 21 signed contracts (second batch) under the 

feeder road component. 
   
2000   
10 Jan - ADB approved the bid evaluation report for 23 bid packages 

submitted on 10 December 1999. 
23 Feb - ADB approved PMU-1 ’s request of 30 November 1999. 
07 Mar - PMU-1 submitted a bid evaluation report for 3 packages under the 

feeder road component. 
14 Mar - ADB approved the 7 March 2000 submission. 
28 Nov - The Government requested approval to use loan savings to finance 

four additional flyovers to improved road safety of the project road. 
This request was worth an estimated $3.4 million. 

06 Dec - ADB approved Borrower’s request of 28 Nov 2000. 
   
2001   
18 Jan - ADB cancelled SDR1.6 million (US$2.0 million equivalent) as loan 

savings, which it reemployed to finance Emergency Assistance for 
Flood Damage Rehabilitation in Viet Nam (Loan No. 1653-VIE[SF]). 

   
2002   
20 Mar - The Loan was closed. 

ADB = Asian Development Bank, NH = national highway, SDR = special drawing rights.  
Source: ADB Project File 
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Disbursements 
($ million) 

 
Year Projected Actual 
1996  0  0.0 
1997  5 0.5 
1998  30 10.9 
1999  80 21.8 
2000  110 45.0 
2001  120 73.9 
2002  0 88.3 
2003  0 88.3 

Source: ADB Project File  and mission estimates  
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IMPLEMENTATION SCHEDULE 
 

Highway Improvement

Consulting Services

Selection

Construction Supervision

Civil Works

Prequalification

Bidding, Approval, and Award

Construction of Highways

Constructions of Flyovers

Rural Roads

Consulting Services

Selection

Services

Preconstruction Activities

Road Selection

Design and Documentation

Procurement

Civil Works

Institutional Strengthening

Consultant Selection

Implementation

Appraisal

Actual

1996
I II III IV I II III IV I II III IV I II III IV III IV

1997 1998 1999 2000
I II III IVComponent

2002
IV

2001
I II IIII II
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CONTRACT DETAILS 
 

Table A5.1: Contract Details for Consulting Services on  
the Institutional Strengthening and Rural Roads Components 

And for Civil Works on the Rural Roads Component 
    
  Institutional Rural Roads 

Category  Strengthening Component 
Consultant Services    

Shortlist Approved by ADB  4 Jun 99 13 Nov 97
Invitation for Proposals  23 Jun 98 17 Jul 97
Proposals Received  27 Aug 98 24 Dec 97
Evaluation Report to ADB  20 Jan 99 2 Apr 98
Contract Signing  10 Oct 99 12 Oct 98
Original Completion Date  10 Oct 01 12 Feb 01
Actual Completion Date  15 Apr 02 30 Aug 02
Original Contract Amount  $2,184,776 $1,264,588 
Final Contract Amount  $1,965,500 $1,500,037

Civil Works    
Feeder Roads Component Stage 1 Stage 2 Stage 3 

Invitation to Tender 5 Jul 99 31 Aug 99 5 Nov 99
Bid opening 10 Aug 99 11 Oct 99 15 Nov 99
ADB Approval 20 Dec 99 13 Jan 00 14 Mar 00
Contract signing 12 Nov 99 21 Jan 00 24 Mar 00
Commencement date 1 Dec 99 27 Jan 00 3 Apr 00
Original completion date 27 Aug 00 27 Jul 00 3 Dec 00
Actual completion date 30 Dec 00 31 Mar 01 31 May 01

Connecting Roads Component   
Invitation to Tender 7 Mar 01  
Bid opening 20–30 Apr 01  
ADB Approval 1 Jul 01  
Contract signing 1 Aug 01  
Commencement date 11 Aug–01 Dec 01  
Original completion date 11 Mar–15 May 02  
Actual completion date 15 May–30 Jun 02  

ADB = Asian Development Bank 
Source: PMU-1 
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Table A5.2: Summary of Civil Works by Contract 
(Highway Component) 

 
Contract No. ADB2-N1 ADB2-N2 ADB2-N3 ADB2-N4 

     
Name of Section PRC border/Sai Ho 

pass (km 0 + 00 - 
km 40 + 390) 

Sai Ho pass/Cau Luong 
(km 40 + 390 - km 96 + 

676) 

Cau Luong/Dap Cau 
(km 96 + 676 - km 132 

+ 242) 

Dap 
Cau/Intersection 

with Hw.5 (km 132 + 
242 - km 160 + 772) 

Project Length 40.390 km 54.286 km 37.566 km 28.530 km 
Name of Contractor Kumagai - Thanh An 

- CIENCO6 
Kumagai - CIENCO1 CIENCO1 - CIENCO8 CIENCO1 - 

CIENCO8 - Song Da 
Dates     

Prequalification March 1996 March 1996 March 1996 March 1996
Invitation to Bid 12 Mar 1997 12 Mar 1997 12 Mar 1997 12 Mar 1997
Bid Opening 30 Jun 1997 30 Jun 1997 30 Jun 1997 30 Jun 1997
ADB Approval 30 Oct 1997 30 Oct 1997 30 Oct 1997 30 Oct 1997
Contract Signing 01 Dec 1997 01 Dec 1997 01 Dec 1997 01 Dec 1997
Commencement Date 15 Jan 1998 15 Jan 1998 15 Jan 1998 15 Jan 1998
Original Completion Date 15 Jan 2001 15 Jan 2001 15 Jan 2001 15 Jan 2001
Actual Completion Date 30 Sep 2001 30 Jun 2001 30 Jun 2001 30 Jun 2002
Original Contract 
Amount (VND) 

209,934,759,719 222,447,450,429 235,886,135,460 188,091,205,891

Final Contract Amount 
(VND) 

230,167,680,802 228,306,619,083 256,194,075,616 338,360,261,888

Supervision Contract     

Consultant Louis Berger-
Finnroad 

Louis Berger-Finnroad Louis Berger-Finnroad Louis Berger-
Finnroad 

Shortlist Approved by 
ADB 

24 Apr 1996 24 Apr 1996 24 Apr 1996 24 Apr 1996

Invitation for Proposal 14 May 1996 14 May 1996 14 May 1996 14 May 1996
Proposal Received 15 Aug 1996 15 Aug 1996 15 Aug 1996 15 Aug 1996
Evaluation Report to 
ADB 

24 Apr 1997 24 Apr 1997 24 Apr 1997 24 Apr 1997

Date Approved by ADB 06 May 1997 06 May 1997 06 May 1997 06 May 1997
Contract Signed 24 Oct 1997 24 Oct 1997 24 Oct 1997 24 Oct 1997
Original Completion Date 15 Nov 2000 15 Nov 2000 15 Nov 2000 15 Nov 2000
Actual Completion Date 30 Sep 2002 30 Sep 2002 30 Sep 2002 30 Sep 2002
Original Contract 
Amount (USD) 

$7,333,510 

Final Contract Amount 
(USD) 

$8,812,976 

ADB = Asian Development Bank, USD = US dollar, VND = Vietnamese dong. 
Source: PMU-1 
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Table A5.3: Summary of Civil Works by Contract 
(Flyovers) 

 
Contract No. NH 38 PR 270 PR 295 PR 271 

     
Name of Section km 138 + 491 km 143 + 949 km 148 + 537 km 151 + 024 
Name of Contractor Bridge Company 

No.12 
Thang Long 

Construction Company 
No.6 

Bridge Company 
No.14 

J.V Thang Long 
Construction Company 

No.9 - Thang Long 
Construction Company 

No.3  
Dates     

Prequalification — — — — 

Invitation to Bid 18 Dec 2000 18 Dec 2000 18 Dec 2000 18 Dec 2000
Bid Opening 15 Feb 2001 15 Feb 2001 15 Feb 2001 15 Feb 2001
ADB Approval 15 Jun 2001 15 Jun 2001 15 Jun 2001 15 Jun 2001
Contract Signing 19 Jul 2001 19 Jul 2001 19 Jul 2001 19 Jul 2001
Commencement Date 17 Aug 2001 17 Aug 2001 17 Aug 2001 17 Aug 2001
Original Completion 
Date 

17 Apr 2002 17 Apr 2002 17 Apr 2002 17 Apr 2002

Actual Completion 
Date 

30 Jun 2002 31 May 2002 31 May 2002 31 May 2002

Original Contract 
Amount (VND) 

14,693,668,660 9,399,701,858 10,860,495,556 13,190,035,000

Final Contract Amount 
(VND) 

15,053,443,555 9,342,340,485 10,143,341,200 13,066,699,459

Supervision 
Contract 

    

Consultant Louis Berger-Finnroad Louis Berger-Finnroad Louis Berger-Finnroad Louis Berger-Finnroad 

Shortlist Approved by 
ADB 

24 Apr 1996 24 Apr 1996 24 Apr 1996 24 Apr 1996

Invitation for Proposal 14 May 1996 14 May 1996 14 May 1996 14 May 1996
Proposal Received 15 Aug 1996 15 Aug 1996 15 Aug 1996 15 Aug 1996
Evaluation Report to 
ADB 

24 Apr 1997 24 Apr 1997 24 Apr 1997 24 Apr 1997

Date Approved by 
ADB 

06 May 1997 06 May 1997 06 May 1997 06 May 1997

Contract Signed 24 Oct 1997 24 Oct 1997 24 Oct 1997 24 Oct 1997
Original Completion 
Date 

15 Nov 2000 15 Nov 2000 15 Nov 2000 15 Nov 2000

Actual Completion 
Date 

30 Sep 2002 30 Sep 2002 30 Sep 2002 30 Sep 2002

          
ADB = Asian Development Bank, VND = Vietnamese dong. 
Source: PMU-1 
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STATUS OF COMPLIANCE WITH LOAN COVENANTS 
 

Covenant Reference Status 
   
Submit audited financial statements not 
later than 12 months after the end of 
each related fiscal year. 
 

Loan Agreement 
(LA) Section 4.06 (b) 

Generally complied with. 

Submit monthly progress reports on the 
Project and on the operation and 
managements of project facilities. 
 

LA  
Section 4.07 (b) 

Complied with, through 
consultants. 

The Borrower shall submit its project 
completion report, not later than 3 
months after completion. 

LA 
Section 4.07 (c) 

Complied with, assisted by 
the consultants for the rural 
roads and institutional 
strengthening components. 
Late compliance for the 
national highway component. 
 

The Borrower shall ensure that the 
Project facilities are operated, 
maintained, and repaired in 
accordance with sound administrative, 
financial, engineering, environmental, 
and maintenance and operational 
practices. 
 

LA 
Section 4.09 

Partially complied with for 
rural roads component. Too 
early to assess the national 
highway component. 

The Borrower shall ensure that the 
project management unit is staffed with 
an adequate number of qualified 
personnel and is provided with 
sufficient funds throughout the 
implementation period. In respect of 
each civil works contract awarded 
under Part A of the Project, at least two 
qualified engineers shall be assigned 
by PMU-1 to work with the Project 
consultants, to receive training in 
contract management, supervision of 
construction, and quality control. 
 

LA 
Schedule 6, para. 3 

Complied with. 

The rural roads to be improved shall be 
subject to ADB approval. The roads 
shall be selected on the basis of 
criteria agreed between the Borrower 
and ADB. The criteria will include 
population, economic activities, traffic, 
and social criteria. 
 

LA 
Schedule 6,  
para. 4. 

Complied with. 
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Covenant Reference Status 
The Borrower shall take all necessary 
measures to implement the time-bound 
Resettlement Action Plan (RAP). The 
Borrower shall ensure that all project-
affected persons are assisted, 
compensated, and resettled in 
accordance with the requirements of 
the RAP. PMU-1 shall submit quarterly 
status reports from January 1997 until 
completion of resettlement. The 
Borrower shall cause PMU-1 to engage 
a domestic agency acceptable to ADB, 
to monitor the RAP. 
 

LA 
Schedule 6, para. 6 

Complied with, except for the 
connecting roads component 
where it was partially 
complied with.  

The Borrower shall implement the 
ethnic minorities action plan agreed to 
with ADB. Status reports on the 
implementation shall be submitted to 
ADB as part of the monthly reports. 
 

LA 
Schedule 6, para. 7 

Complied with. 

The Borrower shall ensure that all 
environmental mitigation measures 
identified in the Summary 
Environmental Impact Assessment 
Report prepared in respect of the 
Project are incorporated in the project 
design, and are followed during 
construction, operation and 
maintenance of project roads. In its 
selection of sites for excavation of 
construction materials, PMU-1 shall 
ensure that all necessary actions are 
taken to avoid damage to agricultural 
land, cultural and historic sites, and the 
natural environment. 
 

LA  
Schedule 6, para. 8 

Complied with. 

The Borrower and ADB shall, toward 
the end of 1998, carry out a 
comprehensive midterm review of the 
Project and its implementation status. 
 

LA  
Schedule 6, para. 10 

Complied with in 2000. 
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Covenant Reference Status 
In respect to Improvement of National 
Highway No. 1, the Borrower shall 
monitor and evaluate project benefits 
by compiling and analyzing traffic, axle 
loads, and other data. For this purpose, 
PMU-1 shall arrange for surveys to be 
carried out at the commencement of 
project implementation to establish 
baseline date, and shall arrange for 
follow-up surveys immediately after 
completion of this project component. 
 

LA  
Schedule 6, para. 11 

Complied with. 

In respect of rural road rehabilitation, 
the Borrower and ADB shall agree on 
the nature and extent of the benefit 
monitoring to be conducted and on the 
methodology for its accomplishment. 
 

LA  
Schedule 6, para. 12 

Complied with. 

The Borrower shall keep ADB informed 
of all transport sector and road 
subsector studies undertaken in Viet 
Nam. 
 

LA  
Schedule 6, para. 13 

Complied with. 
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ECONOMIC REEVALUATION 
 
A. Economic Analysis at Appraisal 
 
1. The benefit and cost analysis at the time of appraisal encompassed the national highway 
component (NHC) only, since the selection of roads for the rural roads component (RRC) was to 
be undertaken during implementation. For the rural roads component comparison is between 
the economic assessment of the actual project versus the assessment made at the time of 
project screening. 
 
2. The scope of the NHC at appraisal encompassed reconstructing about 160 kilometers 
(km) of National Highway (NH) 1 between the border with the People’s Republic of China (PRC) 
and the intersection with NH 5 near Hanoi. The first 60 km north of Hanoi were planned to be 
realigned to the east of the existing highway to form the first phase of a future upgrade to a four-
lane dual carriageway. The remaining 100 km would follow the general alignment of the existing 
highway, but with extensive local realignment to improve road geometry and avoid towns and 
villages along the existing road. Bridges longer than 20 meters would be replaced or newly 
constructed under a parallel project financed by the Overseas Economic Cooperation Fund.1 
The RRC encompassed rehabilitating and upgrading approximately 600 km of provincial, 
district, and commune roads in Lang Son, Ha Bac, and Cao Bang provinces2. 
 
3. The analysis at appraisal considered the economic cost of improving NH 1 and the 
pursuant direct economic benefits3 from savings in road maintenance and vehicle operating 
costs. The analysis was performed for two subsections: a northern section between the border 
with the PRC and the border of Ha Bac province (now Bac Giang province), traversing 
approximately 100 km of mountainous and scarcely populated terrain; and a southern section 
from the northern border of Bac Giang province to the intersection with NH 5 immediately north 
of Hanoi. This section of approximately 60 km traverses flat, densely populated, and intensively 
cultivated farmland. The analysis assumed that the Project would be completed in June 2000 
and, consequently, benefits were evaluated for a period up to and inclusive of 2020, providing 
an economic benefit period of 20 years. The economic evaluation was made by comparing with-
project and without-project cases. 
 
4. Estimated savings in future maintenance costs were based on forecast future routine 
and periodic maintenance cost in the with- and without-project cases. The maintenance cost in 
the without case was estimated at an average of $7,000 per km per year, based on the average 
cost of routine and periodic maintenance according to government records. Maintenance costs 
in the with case were estimated at $1,500 per km per year for routine maintenance, $9,500 per 
km for application of single bituminous surface resealing (assumed performed twice, in year 5 
and year 15 after opening), and $118,000 per km for an asphalt concrete overlay in year 10 
after opening. Roughness-related vehicle operating costs (VOC) were compiled using the 
HDM-III highway evaluation model. Savings associated with improved vertical and horizontal 
alignment and reduced travel time were calculated separately, based on calculation of time 
savings for representative vehicle categories: cars, utility vehicles (vans and pickups), buses, 
medium-sized trucks, heavy trucks, and very heavy trucks. For each vehicle category and road 
subsection, average VOC was calculated with and without the project to assess savings. These 

                                                 
1  The Overseas Economic Cooperation Fund is now known as the Japan Bank for International Cooperation. 
2  Later, Ha Bac province was split into Bac Ninh and Bac Giang provinces, and Cao Ban province was split into Cao 

Bang and Bac Kan provinces. 
3 All cost and benefit streams were calculated at border prices by deducting local taxes and duties. 
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estimates were then combined with data on the length of the individual road sections and 
annual forecast traffic flows for the identified vehicle categories, to produce annual forecast for 
the total savings in roughness-related VOC. Roughness-related VOCs were foreseen to 
declining by 6 to 47%, depending on the road section and vehicle type. In addition, it was 
foreseen that the travel time from Hanoi to the PRC border would drop from 5½ hours to 2½. 
 
5. The economic analysis at appraisal concluded that the project would have an economic 
internal rate of return (EIRR) of 30.0% with very little variation between the northern and 
southern sections: 30.9% and 29.3% respectively. The sensitivity analysis tested three cases: a 
10% increase in capital cost, a 10% decrease in VOC savings, and a combination of the two 
cases. In all cases, the sensitivity analyses showed EIRRs above 12% (24.4-29.0%). 
 
B. Economic Analysis of the Highway Component at Project Completion 
 
6. The ex-post economic analysis at project completion was undertaken by recalculating 
the analysis performed at appraisal taking into account major project changes. Compared with 
expectations at appraisal, PMU-1's project completion documents show that improvements to 
vertical and horizontal alignment, travel time, and roughness have been achieved as foreseen. 
Relative to appraisal, the following major changes have occurred:  
 

(i) the project scope was increased by upgrading 28 km near Hanoi to four-lane dual 
carriageway;  

(ii) four flyovers were included on the dual-lane section but the total cost of civil works, 
inclusive of contingencies and price escalation, decreased from an estimated 
financial cost of $118.2 million to a realized $86.4 million;  

(iii) project completion was delayed by approximately 1 year, partly due to a faulty 
detailed design and partly due to the addition of the second lane and the four 
flyovers near Hanoi, which were substantially completed in June 2002; and  

(iv) actual traffic is lower than predicted at appraisal. 
 
7. Lower-than-foreseen traffic can partly be explained by the short period of time between 
project completion and the project completion mission: less than 1 year for the southern section 
and less than 2 years for the northern section. Traffic often adapts slowly to new infrastructure, 
with full traffic levels attained only after several years. It is not possible to predict with any 
certainty the extent and duration of phasing-in, and the project has therefore been reassessed 
as if the latest traffic counts (August 2003) reflect long-term traffic levels. This approach may 
have introduced systematic underestimation in the revised traffic forecast. 
 
8. Project changes have led to the following revisions of the economic analysis as 
performed at appraisal: 
 
9. Some 24 km of two-lane single-carriageway were widened to four-lane dual-carriage 
standard and four flyovers were constructed, increasing the scope of the project. Forecast future 
maintenance costs have been increased to reflect these additions. The upgrade to dual 
carriageway without level crossings has also increased travel speeds for traffic on that road 
section. The extent of increase in travel speed has not been measured. This omission may have 
induced minor undervaluation of project benefits. 
 
10. Capital cost was modified to match the realized financial cost of $83.8 million, less price 
escalation of about $2.9 million, plus the cost of resettlement of about $18.9 million and the cost 
of constructing bridges under OECF funding of about $40.5 million. The economic capital cost at 
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the time of contracting was therefore about $135.2 million. The schedule of investment was 
modified to match realized disbursements. Subsequent maintenance costs and VOC savings 
were rescheduled accordingly. 
 
11. The Ministry of Transport has performed quarterly classified traffic counts on the project 
road before, during and after the project. These have been compared with the traffic counts 
from 1994, which formed the basis for traffic forecast at appraisal, and the resulting appraisal 
forecast of traffic for 2003. The latest counts show that current realized traffic on the northern 
section is less than half the level anticipated at appraisal, lowest on the northernmost section 
near the border with PRC at 25% of expectations and somewhat higher—about 52% of 
expectations—on the rest of the northern section. In terms of vehicle categories, the biggest 
losses have been on passenger car, pickup, and van traffic. On the southern section, realized 
traffic is within a few percentage points of the forecast, but the composition of traffic differs 
significantly from expectations. The share of passenger cars, pickups, vans, and buses is higher 
than foreseen while the share of trucks is much lower, less than half the forecast number. The 
reduced truck traffic may reflect that much of Viet Nam's road transport industry has been 
privatized since appraisal, which may have led to a more rational usage of freight vehicles and 
an attendant reduction in traffic. The data also shows that approximately 71% of all vehicles on 
the southern section use the new road. Buses and medium-sized delivery trucks still use the old 
road, presumably because the old road passes through built-up areas where their customers 
are located. The new road, by contrast, traverses open land and is attractive to long-distance 
through traffic. 
 

Table A7.1: Appraisal Base Data and Forecast, and Realized Average Daily Traffic 
 (vehicles per day) 

 

Time and location Cars 
Pickups 

and Vans 
Buses and 
Minibuses 

Medium-
Sized 

Trucks 

Heavy 
Trucks  

Very 
Heavy 
Trucks 

Total 

1994 traffic counts        
North (near border) 577 400 443 298 205 1,923 
North 564 316 375 239 131 1,625 
   South (old road) 777 447 862 299 194 2,579 
   South (new road) 0 0 0 0 0 0 
South (total) 777 447 862 299 194 2,579 
2003 appraisal forecast        
North (near border) 1,756 1,217 1,185 797 548 5,504 
North 1,717 962 1,003 639 350 4,671 
   South (old road) — — — — — — 
   South (new road) — — — — — — 
South (total) 2,365 1,361 2,306 800 519 7,350 
August 2003 traffic count       
North (near border) 248 238 507 132 133 115 1,373 
North 411 442 726 442 229 172 2,422 
   South (old road) 368 454 451 543 141 67 2,024 
   South (new road) 1,707 1,240 1,114 568 250 159 5,038 
South (total) 2,075 1,694 1,565 1,111 391 226 7,062 
Source: PMU-1. 
 
12. Although traffic is lower than expected, initial traffic growth rates exceed expectations at 
appraisal, where average annual growth rates of 13.5% for passenger traffic and 12.5% for 
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freight traffic were foreseen. In the period April 2001 to July 2003, average annual traffic growth 
of 37% was recorded on the section between Lang Son and the border with PRC, 21% between 
Lang Son and the provincial border of Bac Giang, and 87% on the southern section between 
Cao Bang and Hanoi. Viewed over time, there is substantial variation in the growth rates, with 
accelerated growth in the first year or so after opening followed by a period of gradual 
deceleration (See Table A7.2). Available data is insufficient to judge long-term equilibrium 
growth rates, and the assumptions at appraisal have therefore been retained. 
 

Table A7.2: Realized Annual Traffic Growth Rates (April 2002–August 2003) 
(% increase over previous 12 months) 

 

Northern Section 

Month/ 
Year PRC Border to 

Lang Son 

Lang Son to 
Bac Giang 
Provincial 

Border 

Southern 
Section 

 
Old plus New 

Roads 

Apr 2002 8 44 (12) 
Jul 2002 28 29 5 
Oct 2002 57 27 38 
Jan 2003 63 (18) 131 
Apr 2003 28 21 272 
Jul 2003 (1) (9) 126 

Average 37 21 87 
PRC = People’s Republic of China. 
Source: PMU-1. 

 
13. Given lower-than-expected traffic and the observed changes in traffic composition, 
realized VOC savings are approximately 63.4% of those foreseen at appraisal, lowest on the 
northern section (54.7%), and highest on the southern section (85.1%). 
 
14. The economic reevaluation, derived from the analysis applied at appraisal with the 
modifications outlined above, indicates that the project as implemented will generate an 
estimated EIRR of 34.7% against 30.0% expected at appraisal. The main reasons for the 
change are (i) lower-than-expected capital costs which, however, are partially offset by (ii) delay 
in benefit generationl; (iii) ower-than-expected traffic benefits, especially on the northern section, 
and (iv) higher-than-foreseen maintenance costs on the southern section because the project 
scope was extended. Forecast cost and benefit streams at project completion are shown in 
Table A7.3. 
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Table A7.3: Revised Forecast of Cost and Benefit Streams 
($’000 per year) 

 
Year Northern section Southern section Total project 

 

Capital 
cost and 
mainte-
nance 

savings 

VOC 
savings 

Net 
benefits 

Capital 
cost and 
mainte-
nance 

savings 

VOC 
savings 

Net 
benefits 

Capital 
cost and 
mainte-
nance 

savings 

VOC 
savings 

Net 
benefits 

1997 (278) 0 (278) (285) 0 (285) (563) 0 (563) 
1998 (7,121) (911) (8,032) (7,540) (1,196) (8,736) (14,661) (2,107) (16,768) 
1999 (13,573) 1,200 (12,372) (14,136) 1,604 (12,533) (27,709) 2,804 (24,905) 
2000 (20,440) 7,668 (12,772) (21,158) 8,343 (12,815) (41,598) 16,011 (25,587) 
2001 (15,323) 9,723 (5,6000 (15,926) 14,117 (1,809) (31,249) 23,840 (7,409) 
2002 384 10,829 11,213 (15,966) 18,882 2,916 (15,582) 29,710 14,129 
2003 384 12,068 12,452 741 26,323 27,063 1,125 38,391 39,515 
2004 384 13,449 13,833 744 29,357 30,101 1,128 42,806 43,934 
2005 148 14,988 15,136 287 32,741 33,029 436 47,729 48,165 
2006 61 16,703 16,764 118 36,515 36,634 179 53,218 53,398 
2007 384 18,615 18,999 744 40,725 41,469 1,128 59,339 60,467 
2008 384 20,745 21,129 744 45,419 46,163 1,128 66,164 67,292 
2009 384 23,119 23,503 744 50,655 51,399 1,128 73,773 74,901 
2010 384 25,764 26,148 744 56,494 57,238 1,128 82,258 83,386 
2011 (3,008) 28,713 25,704 (5,825) 63,006 57,181 (8,834) 91,719 82,885 
2012 (4,360) 31,998 27,639 (8,442) 70,269 61,827 (12,802) 102,267 89,465 
2013 384 35,660 36,044 744 78,369 79,113 1,128 114,029 115,157 
2014 384 39,741 40,125 744 87,403 88,147 1,128 127,144 128,272 
2015 384 44,289 44,673 744 97,479 98,222 1,128 141,767 142,895 
2016 384 49,357 49,741 744 108,715 109,459 1,128 158,072 159,200 
2017 148 55,005 55,153 287 121,247 121,535 436 176,252 176,688 
2018 61 61,300 61,361 118 135,224 135,342 179 196,523 196,703 
2019 384 68,314 68,699 744 150,812 151,555 1,128 219,126 220,254 
2020 384 76,132 76,516 744 168,196 168,940 1,128 244,328 245,456 
EIRR   28.4%   39.5%   34.7% 

EIRR=economic internal rate of return, VOC = vehicle operating cost. 
Source: Mission estimates. 

 
15. The results in Table A7.3 depend on two critical assumptions: (i) that traffic will indeed 
develop as envisaged with future traffic growth attaining about 12% annually, and (ii) that the 
road will be maintained as agreed given the scarcity of maintenance funds. The possible impact 
of variations in these assumptions has been tested by way of a sensitivity analysis, considering  
two cases: (i) traffic growth of 4% a year; and (ii) insufficient maintenance, which would erode 
user benefits over a ten-year period untill lost completely. The results of the analysis are in 
Table A7.4, which shows that if traffic grows by 12% per year but the road is poorly maintained, 
the EIRR falls to 28.7%. If the road is maintained but traffic grows only by 4% per year, the 
EIRR is 28.8%. In the worst-case scenario, where the road is not properly maintained and traffic 
grows by 4% per year, the EIRR is 24.2%. The analysis shows that the project is robust relative 
to even large changes in assumed future traffic and maintenance levels 
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Table A7.4: Sensitivity Analysis 
 

Future traffic  
growth rate  

(%/year) 

Maintenance as 
planned 

(%) 

Maintenance is 
insufficient 

(%) 
12 34.7 28.7 
4 28.8 24.2 

 Source: Mission estimates. 
 
 
C. Economic Analysis of the Rural Roads Component at Project Completion 
 
16. A preliminary benefit and cost analysis was presented in the memorandum of 
understanding from ADB's fact-finding mission (March 1996), when selection criteria for rural 
roads were agreed with the Government. Depending on the actual cost of construction, the 
EIRRs for the feeder roads were expected to range from 13% to 32%. During project selection 
in 1999, forecast EIRR values were calculated for all 33 feeder roads (involving 47 contracts) 
selected for the project. The basis was estimated cost of construction, estimated future savings 
in road maintenance cost (assumed to fall by two-thirds), benefits from generated traffic 
estimated at 2.5% of base traffic, and estimated VOC savings due to improved road surfaces. 
The benefit forecast was performed for a 5-year period after project completion. Five sections 
were included on social criteria and exhibited EIRR values below 12%.4 The remaining 28 
sections all exhibited EIRR values above 12%, with 15 feeder roads exhibiting EIRR values 
above 100% (Table A7.5).  
 

                                                 
4 The project design allowed for up to 20% of the feeder road network to be included on social criteria without the 

need to meet ADB's normal cut-off rate of 12%. 
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Table A7.5: Construction Cost, Average Daily Traffic in Year 2000, 
and Estimated EIRR of the Feeder Road Component 

 

Province 
Road 
No. 

Length 
(km) 

Estimated 
Cost ($) 

Actual 
Cost ($) 

Savings 
(%) 

Daily 
Traffic 

(vehicles) 

EIRR 
expected 
(%/year) 

EIRR 
realised 
(%/year) 

Bach Ninh 1 6.4 184,838 128,955 (30) 542 188 310 
 2 5.3 187,726 107,934 (43) 96 115 144 
 3 11.4 220,282 141,696 (36) 214 205 275 
 4 8.1 156,091 154,330 (1) 208 207 181 
 5 5.8 239,711 110,100 (54) 90 13 47 
 6 4.0 72,986 51,634 (29) 248 202 254 
 7 18.0 207,740 232,352 12 172 361 279 
 8 16.0 156,183 192,883 23 129 210 150 

Bac Giang 9 40.5 588,159 498,035 (15) 161 166 223 
 10 5.4 119,495 88,601 (26) 108 80 111 
 11 8.9 142,238 146,250 3 104 99 88 
 12 8.0 121,300 75,209 (38) 79 29 68 
 13 17.0 279,565 207,191 (26) 173 117 206 
 14 15.4 358,123 276,414 (23) 191 195 152 
 15 2.0 41,877 21,400 (49) 161 125 215 
 16 12.5 191,336 167,770 (12) 88 101 107 
 17 20.3 320,578 280,528 (12) 97 133 139 
 18 10.0 153,069 156,507 2 73 111 99 
 19 22.0 316,245 285,737 (10) 103 169 170 

Lang Son 20 28.9 457,708 407,648 (11) 81 23 36 
 21 12.0 182,671 163,850 (10) 90 22 41 
 22 21.0 406,426 399,455 (2) 111 27 31 
 23 23.3 495,884 380,802 (23) 124 31 45 
 24 23.0 512,632 367,466 (28) 156 37 67 

Cao Bang 25 27.8 525,632 422,256 (20) 66 — 19 
 26 36.8 613,913 487,806 (21) 201 86 88 
 27 38.0 614,585 579,603 (6) 78 2 23 
 28 24.0 512,689 362,208 (29) 58 — 16 
 29 18.7 301,877 255,416 (15) 275 5 116 

Bac Kan 30 43.6 616,684 687,208 11 347 159 235 
 31 10.0 160,289 66,211 (59) 77 0 79 
 32 12.0 194,513 157,148 (19) 83 29 42 
 33 14.5 248,520 177,805 (28) 183 33 89 

Total/average  570.6 9,901,565 8,238,408 (17) 151 86 115 
EIRR = economic internal rate of return, km = kilometer. 
Sources : China Engineering Consultants, Inc. Project Benefit Monitoring and Evaluation after The Rehabilitation of 
Feeder Road Projects in Bac Ninh, Bac Giang, Lang Son, Cao Bang, and Bac Kan Provinces. Hanoi. November 
2001. 
 
17. The ex-post economic analysis at project completion was performed by recalculating the 
analysis performed at the screening stage, taking into account (i) registered variations in the 
projects as implemented, relative to expectations at the planning stage; (ii) notably lower-than-
expected construction cost (Table A7.4); and (iii) higher-than-expected traffic. 
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18. The realized EIRR values are high, in the range from 16% to 310%, yielding an average 
of 115% (Table A7.4). The result seems realistic given (i) the very low level of realized 
investment, averaging about $14,400 per kilometer; and (ii) rather high traffic loads. Excluding 
motorcycles, 7 roads carry 200 to 550 vehicles per day, 13 roads carry 100 to 199 vehicles per 
day, and the remaining 13 carry 58 to 99 vehicles per day. The variation in EIRR between 
individual feeder roads is closely related to the level of traffic. A concern is that the feeder roads 
are constructed for light traffic but some are traversed by significant numbers of heavy vehicles 
that damages the road surface prematurely, as evidenced by one of the roads inspected by the 
mission, which carry heavy mining traffic and is on the verge of breaking up (para 48). The short 
evaluation horizon adopted in the analysis prevents that premature damage from heavy traffic 
significantly affect the outcome of the economic analysis, but the longer-term sustainability of 
these roads is doubtful. The Ministry of Transport imposed an upper limit on the average cost of 
construction of feeder roads of $15,000. The limitation was imposed in spite of substantial 
available surplus funds under the loan (para. 48) that could have been employed to strengthen 
surfaces on feeder roads with substantial heavy traffic, thus securing their long-term 
sustainability. 
 
19. In November 2000, the Government and ADB approved upgrading of an additional 16 
km of connecting roads, encompassing eight individual roads in three districts. These additional 
projects were executed under 10 contracts within the framework of the rural roads component. 
The roads connect the new alignment of H 1 to towns along the old alignment. The total cost of 
construction averaged $99,250 per kilometer. This amount reflects the fact that these roads are 
designed to carry larger traffic volumes and heavier vehicles than the feeder roads, but also the 
fact that the connecting roads required significant resettlement and land acquisition for 
widening. Connecting roads were evaluated using the same approach employed for feeder 
roads, with the following modifications: (i) the benefit period was increased to 10 years; 
(ii) annual routine maintenance costs were estimated at $500 per km in the with-project case, 
and $1,500 in the without-project case; and (iii) in the with-project case, periodic maintenance 
costs of $30,000 per km were foreseen after 5 years. The consultant assessed only five roads 
(para 49). The capital cost of the three roads that were not assessed represent about 0.5% of 
the total project cost. The five roads that have been assessed, three in Bac Giang province and 
two in Lang Son province, exhibit EIRRs from 19% to 46%. 
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SUMMARY REPORT ON RESETTLEMENT MONITORING1 
 

According to contract number 1221/PMU1, signed on October 3, 1997 and supplement 
contract number 373/PMU1 signed on March 4, 2003 between Project Management Unit No. 1 
and C.G.F.E.D. Research Center for Gender, Family and Environment in Development 
(CGFED) regarding “monitoring of rehabilitation and settlement of households affected by ADB2 
Project” CGFED has conducted socioeconomic survey and monitoring activities with 20% of 
affected households. These are some results as follows: 
 

(i) Total number of affected households: 20,404 households, including: 
- Households affected in the first phase Hanoi-Lang Son: 

13,406households 
- Households affected in the second phase (construction of four-lane 

section between Hanoi and Bac Ninh, and 4 flyovers in Bac Ninh 
province: 6,998 households 

 
(ii) Total compensation amount paid to affected households: 176,588,364,792 VND. 
 
(iii) Total number of surveyed households: 

- Monitoring of the first phase: 3,496 households 
- Monitoring of the second-phase: 460 households 
- Monitoring of the third phase2: 158 households 

 
Socioeconomic survey: 2,186 households (excluding households affected by 
construction of four-lane section and 4 flyovers in section of Hanoi-Bac Ninh). 
 

(iv) Among four provinces, most ethnic minorities are located in Lan Son province 
(mostly Nung and Tay ethnicities). According to survey data (20% of the total 
number of affected households), 4.5% of affected households are ethnic 
minorities. 

 
(v) Rehabilitation policy: For affected households, vocational training is vitally 

important, especially for households of ethnic minorities. Lang Son Provincial 
Resettlement Committee is very concerned about the rehabilitation policy and 
offers favorable conditions to project affected persons to improve their living 
standards. Interests and needs of affected households have been collected and 
informed to the Ministry of Transport who favorably responded. Two hundred 
eight nine people have been trained with tailoring and motor-repairing skills with 
support budget of 300,000,000 VND. As a result, 76 households have completed 
tailoring class and nearly 100 households are about to finish training on motor 
repairing. 

 
(vi) Effects of the project on households: 
 

- Affected households have been correctly and fully compensated. 

                                                 
1 Independent monitoring agency CGFED submitted this report to the project completion mission. 
2  The third phase refers to resettlement for the construction of connecting roads. They were included in the project at 

a late stage. The provinces, rather than PMU 1 executed resettlement for these roads. 
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- Most households are satisfied with compensation policy of the 
Government. All households have repaired or built up the houses, many 
of them have built even better houses after removal. 

- Most households use the compensation for repairing and building their 
houses. Some invest in production and business, such as, renting more 
farming land, investing in fishponds, etc. Some use for furniture, traffic 
means, etc. 

- In actual, all the provinces that are crossed by national road no. 1 
especially Lang Son, gain a lot of benefit from it: better conditions for 
economic growth as half of time spent to commute from Hanoi to Lang 
Son has been shortened, transport safety on the new road is better, then 
tourism would develop. 

 
(vii) Comments: 

- There should be representative of Women’s Union in each Project 
Management Unit at all levels. 

- Environment impacts should be considered carefully from design to 
implementation of the Project. 
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PROJECT RATING 

 

Criteria 
Rating 

 
(A) 

Weight  
(%) 
(B) 

Score 
 

(A) x (B) 

A. Project Outcome     
 1. Relevance Highly relevant 3 20 0.60 
 2. Efficacy Efficacious 2 25 0.50 
 3. Efficiency Highly Efficient 3 20 0.60 

B. Sustainability Likely 2 20 0.40 

C. Environmental, Social, and 
Institutional Development Substantial 3 15 0.45 

Overall Project Rating Highly Successful  2.55 
Notes: 

(i) Relevance is the consistency of the project’s goals, purposes, and outputs with the Government’s development 
strategy, ADB’s lending strategy for the country, and ADB’s strategic objectives at the time of appraisal and 
evaluation. 

(ii) Efficacy refers to immediate achievement of objectives and the physical, financial, and institutional objectives 
adopted at project approval. 

(iii) Efficiency compares the achievement of project purpose with the use of inputs, based on implementation 
performance, considering the economic internal rate of return or cost effectiveness of the investment. 

(iv)  Sustainability focuses on the likelihood that human, ins titutional, and financial resources are sufficient to support 
achievement results and benefits over the economic life of the project. 

(v)  Environmental, social, and institutional development refers to improvements in the government or executing 
agency to make effective, efficient use of its resources in pursuing economic, environmental, and social 
activities prompted by the Project 

 




