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1

 Introduction

1. This sector assessment, strategy, and road map (ASR) documents the strategic investment 
priorities of the Government of Viet Nam and the Asian Development Bank (ADB) in the urban 
development sector for the next 5 years. It includes directions for the allocation of technical assistance 
resources for the preparation of new investment projects, grant funding for pilot projects, and loans for 
investment projects. The ASR is part of the ADB country partnership strategy (CPS) and will be updated 
each time the CPS is revised. This ASR was prepared in coordination with ASRs for the transport sector 
and the water supply and sanitation sector. The problem tree is in Appendix 1. The strategy and roadmap, 
and list of pipeline projects appear in Appendix 2.

I
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II  Urban Sector Assessment, 
Context, and Strategic Issues

A. Overall Context 

2. Viet Nam is one of the fastest urbanizing countries in Southeast Asia. According to the 2009 
Population and Housing Census, the current population is approximately 85.8 million, with an urban 
population of 25.4 million (nearly 30% of the total population).1 The rate of urbanization has averaged 
3.4% per annum since 2000 and is expected to remain at the same level. There will be about 35.5 million 
urban residents by 2020, or 37% of a total population of 96.7 million. Most urban growth is in the 
metropolises of Ha Noi and Ho Chi Minh City, followed by Hai Phong, Da Nang, and Can Tho. Second-
tier cities are experiencing lower growth rates because they are less attractive than the larger cities in 
terms of employment and income opportunities. As a result, big urban centers are receiving large inflows 
of migration, becoming more congested and facing serious social and environmental issues.

3. Viet Nam’s urban areas are the centers of economic growth, generating about 70% of the gross 
domestic product (GDP). From 2007 to 2009, the average yearly GDP growth rate was 7.7% nationally, 
contrasted with 12.6% for urban GDP. Most of the economic growth in large cities is attributed to 
service sector activity, while industrial development drives emerging urban centers. As a share of total 
employment during 1995–2007, agricultural labor declined from 71% to 54%, while industrial labor 
increased from 8.6% to 14.5%.2 From 2001 to 2006, industrial production and trade (both domestic and 
international) grew at an average annual rate of 17%, and foreign direct investment increased by 650%. 
Viet Nam became a member of the World Trade Organization in January 2007. The country is forecast 
to attain middle income status when the GDP per capita is expected to reach approximately $1,000, 
removing it from the list of least-developed nations.

4. Urban poverty in Viet Nam fell from about 25% in 1993 to 4% in 2006, while rural poverty 
declined from 66% to 22% during that period.3 Reductions in urban poverty in Ha Noi and Ho Chi Minh 
City tend to skew national averages however, as cities outside the major growth corridors, including 
those in the central provinces (Dak Lak, Pleiku, etc.), the Mekong Delta (Kien Giang, Soc Trang, etc.), the 
northern border (Cao Bang, Lao Cai, etc.), and the central coast (Hue, Quang Tri) still have significant 
urban poverty rates. Furthermore, urban poverty data for major cities need to take into account under-
reporting of poverty among recent or transitory migrants from rural areas. Many migrants have temporary 
resident status and are registered as individuals without families, prohibiting them from owning land and 
at times accessing basic municipal services.

1 Central Population and Housing Census Steering Committee. 2010. Report on Completed Census Results—The 1/4/2009 
Population and Housing Census. Ha Noi.

2 ADB. 2010. Key Indicators for Asia and the Pacific. Manila.
3 World Bank. 2007. Viet Nam Development Report 2008. Ha Noi.

II
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5. Improved transport connectivity has intensified urban linkages among Greater Mekong 
Subregion (GMS) countries and contributed to economic growth. Improved connectivity and market-
based integration initiatives have fostered trade and investment in the border districts and transport 
nodes. Although increased movement of goods and services promotes economic growth in cities and 
towns along the corridors, it has also resulted in tremendous development pressure in urban areas. Many 
towns located along GMS corridors lack sufficient basic infrastructure and municipal services to meet 
both current and likely increasing future demands for movement of people and goods. Improvement of 
urban infrastructure and services, as well as urban planning and management capacity, will contribute to 
local socioeconomic development, transforming the GMS corridors from transport corridors  into full-
fledged economic corridors.

6. Government policy aims to create links among regional cities to balance the socioeconomic 
growth of three regions in central, north, and south Viet Nam. Development will focus on key economic 
centers and large urban areas, and on the growth of secondary cities and towns. Development of secondary 
cities and towns is expected to curb migration to metropolises, reduce disparities between large cities and 
secondary cities and towns, and strengthen linkages between urban and rural areas.

7. Urban areas in Viet Nam are categorized by administration and hierarchy. Under the 
administrative classification, 9 cities have provincial status and are administered directly under the central 
government, 99 have district status under provincial governments, and the remaining 646 have commune 
status under district governments. The hierarchical classification is based primarily on population size 
and integrates population density and economic activity. There are seven class I cities with populations 
above 500,000 (Ha Noi and Ho Chi Minh City are recognized as special cities above class I status);  
14 class II regional centers with populations above 250,000; 45 class III provincial cities and towns with 
populations above 150,000; 40 class IV provincial towns with populations above 50,000; and 646 class V 
small towns with populations above 4,000. The dual classification system provides incentives for cities and 
towns to move to a higher class, as they then receive a larger share of financial resources. Classification of 
cities and towns is provided in Appendix 3.

8. Viet Nam’s urban development sector incorporates a range of responsible agencies at the 
national, provincial, and municipal levels. The following central government ministries are involved in 
sector planning and development:

(i) Ministry of Construction (MOC) acts as the line ministry for urban development.

(ii) Ministry of Planning and Investment (MPI) allocates state budget, approves all major 
investment projects, and prepares the country’s 5-year socio-economic development 
plans (SEDPs).

(iii) Ministry of Finance (MOF) distributes the state budget to sectors and projects, sets annual 
sector goals, and regulates accounting.

(iv) Ministry of Natural Resources and Environment manages water resources, water use, and 
pollution, and is in charge of land-use planning.

(v) Ministry of Transport manages roads, expressways, railways, and other transport facilities.

9. MOC has primary responsibility for technical oversight of the sector and manages construction, 
construction materials, housing, public works, architecture, and development planning. The Viet Nam 
Urban Development Agency (VUDA) under MOC prepares urban development strategies, national 
urban development master plans, and urban development projects of national significance. VUDA issues 
legal documents and policies regarding integrated public investments and urban development, solutions 
for urbanization process management, and urban management models; it also monitors implementation 
of those regulations. In addition, VUDA supervises investment activities in urban development following 
approved plans and appraises urban master plans prepared by local governments.
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10. Each provincial government houses a representative body of the Provincial People’s Council 
and an executive body of the provincial people’s committee (PPC). PPCs have departments similar to 
ministries in the central government. They are responsible for urban infrastructure development and 
municipal service delivery through their Department of Construction (or Department of Architecture 
and Planning in Ha Noi  and Ho Chi Minh City). In several cities, public companies are responsible 
for wastewater treatment, solid waste management, and construction and maintenance of sewerage 
and drainage networks. The public companies report to the Department of Construction and other line 
departments as needed. Like other government organizations under the provincial government, the 
companies’ annual work plans and budget allocation are reviewed by the Department of Planning and 
Investment and the Department of Finance, and approved by the PPC. Due to budget limitations, the 
companies often face difficulties in improving service quality and are unable to maintain, upgrade, and 
expand their services.

11. The country’s infrastructure has significantly improved during the last decade. However, 
according to MPI, to become an industrialized and modernized country by 2020, Viet Nam’s 
infrastructure requires massive capital investment from all sources, including government budget and 
bond, development partners, and the private sector. Currently, the yearly investment in infrastructure 
in Viet Nam makes up 9%–10% of the GDP. Although it is estimated that infrastructure investment 
during 2011–2020 will cost the equivalent of 11% of GDP per annum, only about half can be met 
using the government’s budget.4 Currently, nearly 40% of capital for infrastructure investment comes 
from official development assistance (ODA), and 15% comes from the private sector. The capacity of 
local governments to borrow for development is low, leaving them two options for mobilizing capital. 
They can issue provincial or city bonds through PPCs (which are entitled to mobilize up to 30% of 
their annual state budget for domestic construction—except for Ha Noi and Ho Chi Minh City, which  
can mobilize 100%), and/or they can borrow from the international market under the aegis of the 
central government.

B. Subsector Issues

1. Urban Water Supply

12. In urban areas, the proportion of the population with access to improved water sources is 
officially 99%.5 However, only 59% has a house connection. The remaining 41% has access to water 
through other improved sources, such as shared stand posts or protected wells. The conditions vary with 
urban location—larger cities and urban areas in delta regions have better connections, while coverage in 
small towns, and cities and towns in mountainous and central regions is low. 

13. Financial sustainability of urban water supply has been hampered by low tariffs. Although 
legislation enables water supply companies and local governments to increase tariffs, local political 
considerations often prevent the timely application of tariff adjustments. Affordability and willingness-
to-pay surveys conducted as part of feasibility studies for various ADB-funded projects have indicated 
that consumers are prepared to pay for improved services.

14. Development focus is now shifting to gauging the performance of water companies and 
improving coverage in small towns and peri-urban areas of larger cities. Management efficiency, and 
thereby private sector interest, is hindered by a lack of accurate information on the specifications and 
conditions of assets. Limited capacity of transmission lines, insufficient distribution networks, and 
unaccounted water loss are the main reasons for the gap between installed and operating capacity.

4 ADB. 2010. Asian Development Outlook 2010. Manila.
5 ADB. 2010. Key Indicators for Asia and the Pacific. Manila.
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2. Sanitation and Wastewater

15. Expansion of water supply facilities has increased consumption, particularly in urban areas, 
raising concern about the environmental and health implications of pollution from untreated wastewater 
discharge. According to 2008 MOC data, less than 10% of urban wastewater is treated daily (3,066 million 
cubic meters of a total 250,000 million cubic meters). The financial burden of poor sanitation has been 
estimated at 1.8% of the annual national GDP, with a cost of $9.38 per capita due to economic losses 
through health impact and pollution of water resources and the environment.6

16. A stronger financial basis is critical for expanding investment in sanitation systems. A service 
component for charging for wastewater collection and treatment should be created, and profit and 
loss entities in the sanitation service pipeline need to be identified. To reach a compromise between 
environmental and financial goals and to enable optimal functioning of the collection system, the 
connection of households to such a system needs to be enforced but without charge to them.

3. Drainage

17. Recurrent urban flooding stems from the poor management of storm and surface run-off water, 
which increases in volume as urbanization intensifies. In provincial and district towns, drains are usually 
limited to the highways and main roads, and most of them are combined drainage systems. These towns 
have poor drainage networks with inadequate coverage and do not have master plans for drainage or 
flood control. Problems include undersized drains, clogged waterways, deteriorating networks, and 
lack of integration of subdivision or local drainage with main drainage channels. In general, the impact 
of flooding is more serious on the poor who are forced to live on marginal land. Flooding causes not 
only damage to buildings and infrastructure but also health problems, including waterborne, skin, and  
foot diseases.

4. Solid Waste

18. The situation has not improved despite new legislation to introduce a better system for collection, 
disposal, and treatment of solid waste.7 According to MOC, collection of solid waste increased from 55% 
in 2005 to 75% in 2007, with a target of 80% in 2010. Disposal sites in large cities are close to full while 
those in secondary cities lack adequate capacity and are not properly maintained. The resulting pollution 
threatens health as well as surface water and groundwater systems. Limited cost recovery and insufficient 
enforcement capacity of the company that collects, transports, and disposes of urban solid waste are the 
main problems.

5. Transport

19. Mobility with enhanced safety and sustainability is a serious concern in major urban areas. Viet 
Nam has one of the highest motorbike ownership rates in the world, and may soon have an abundance of 
cars due to the significant potential of rising household incomes. The road network is severely congested 
at peak times, particularly in large cities. Narrow sidewalks are occupied by parked motorbikes, while 
narrow streets, in bad repair due to underinvestment and inadequate maintenance, are crowded by 
different transport modes. New buildings are often constructed without adequate parking facilities. Only 
Ha Noi has a bus system, which has been serving a reasonable portion of demand since 2000. Apart from 

6 The World Bank. Water and Sanitation Program. 2008. Economic Impacts of Sanitation in Viet Nam. Jakarta.
7  Decision No. 2149/QD-TTg dated 17 December 2009 on the National Strategy for Integrated Management of Solid Waste up to 

2025 with a Vision to 2050.
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Hai Phong, Da Nang, Hue, Vinh, and Nha Trang that have a few bus lines with poor facilities, other cities 
do not have public transport systems.

6. Housing

20. According to United Nations Habitat, about 80% of urban households in Viet Nam cannot afford 
to own a residence. Vestiges of an old subsidized housing scheme still persist in housing construction and 
management, limiting investment/investment return. Poor land management, housing finance, building 
permit systems, building standards, and construction technology all hinder the industry. The private 
sector is the main source of houses, but market distribution is uneven, as undersupply exists in the lower 
and middle income segments, and upper income segment supply is sometimes unresponsive to clients’ 
location, structure, and facilities needs. Many investors in the housing sector have short-term interests 
and are reluctant to make the long-term investment necessary to recover profits on affordable housing 
projects.

C. Crosscutting Issues

1. Urban Planning, Policy, and Management

21. The main challenges facing the urban sector arise from the absence of linkages between the 
SEDP, spatial plan, and sector master plans. This results in a lack of urban infrastructure investments and 
the limited ability of local governments to provide reliable and affordable municipal services. The 5-year 
SEDP has been the main pillar of Viet Nam’s strategic planning architecture. Local SEDPs are prepared 
following approval of the national SEDP that sets out goals and detailed targets for all production sectors 
of the economy. Spatial plans that are still prescriptive and idealized, and apply administration-oriented 
approaches to urban management, result in a rigid top-down system. Roles of urban managers as 
administrators rather than facilitators hinder flexible and effective urban management. 

22. Each provincial line department prepares its own sector master plan for a 10-year period. The 
preferred infrastructure projects for each sector are part of the sector master plan. The construction 
master plan prepared by the provincial Department of Construction guides overall urban development 
in the province. Other important sector plans are the land-use master plan and the transport master plan. 
The PPC approves these sector master plans. All priority provincial and district infrastructure projects 
are sent to the provincial Department of Planning and Investment, which consolidates the proposals 
and prepares a list of priority infrastructure projects with an investment timeframe (10 years with a 
revision after 5 years). The PPC submits to MPI the provincial SEDP, together with the list of priority 
infrastructure projects, which MPI then forwards to the Office of the Government for approval by the 
Prime Minister. Only the approved list of priority infrastructure projects is legally binding, and these 
projects must be implemented. 

23. The private sector can potentially become one of the most important drivers of urban development 
in Viet Nam. Yet urban planning is still perceived as mainly government’s role, involving neither the 
private sector nor civil society and community groups. The activities of nongovernment organizations in 
Viet Nam are limited compared with those in other countries in Asia and the Pacific; their activities are 
largely confined to youth unions, women’s organizations, and social and professional associations.

24. The revised urban planning law (2009) puts general emphasis on private sector involvement 
and participatory planning. Improving local inter-sector coordination and engaging civil society 
participation are key challenges to establishing integrated and coordinated urban planning. The 
urban planning law regulates organizational responsibilities as well as required contents of urban 
development plans; procedures to prepare and implement urban development plans; and coordination 
with land, infrastructure, construction, and environmental management. This law clearly stipulates the 
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decentralization of planning and implementation processes of urban development and management. 
There are other relevant laws:

(i) The land law (2003) stipulates (a) government’s responsibility for land management 
(cadastral map; land-use planning; land allocation, renting, and withdrawal; registration of 
land use rights; and land pricing); (b) land-use mechanism; (c) rights and responsibilities 
of land users; (d) administrative procedures for land management and land use; and 
(e) measures to resolve disputes in relation to land, and to handle violations of land 
management regulations.

(ii) The construction law (2003) regulates construction activities, including technical survey, 
engineering design, construction permit, land acquisition and resettlement, site clearance, 
dismantlement, selection of contractor, contract signing and liquidation, construction 
supervision, inspection, guarantee, operation and maintenance, and punishment for 
violation of construction discipline.

2. Land Management

25. The national land-use plan is prepared by the Ministry of Natural Resources and Environment, 
while the provincial departments of natural resources and environment prepare detailed provincial 
land-use plans, which include urban land-use specifications. However, spatial plans prepared by MOC 
and departments of construction also include specifications on land development. This overlap leads to 
occasional conflicts between land-use plans and spatial plans. Procedures to approve and adjust provincial 
land-use plans do not address the need for attracting investment and economic activities, even though 
about 10,000 hectares of agricultural land are transformed for urban use every year.

3. Municipal Finance

26. The state budget is the major financial source to meet investment needs for urban service delivery. 
MPI and MOF are responsible for overall allocation of resources and sector investment planning. MOF 
also handles non-state capital investments. On behalf of the national government, it borrows funds with 
specific financial conditions and technical policies from development partners. It then either allocates 
grant funds to project owners through the State Treasury (for non-revenue generating projects) or re-
lends the funds through the Viet Nam Development Bank (for revenue-generating projects). 

27. Investment needs are significant compared to the revenue base. Cost recovery through user 
charges is achieved to the extent possible. However, internally generated funds are not sufficient to 
improve service quality and/or expand infrastructure networks. This is often exacerbated by low efficiency 
and weak technical and managerial capacity.

28. The government is in a transition to reduce its reliance on the state budget and concessional 
financing from development partners. In 1996, the Ho Chi Minh City People’s Committee set up the  
Ho Chi Minh City Investment Fund for Urban Development (HIFU), a public financial institution under 
the supervision of the City People’s Committee and MOF, to mobilize external financing and private 
investment for the infrastructure sector.8 To raise money for the Thu Thiem New Urban Area project, for 
example, HIFU bonds were tendered on the Hanoi Stock Exchange. 

8 HIFU has a specific legal status (initial capital of D500 billion, i.e., about €20 million) and is not subject to banking law.
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4. Decentralization and Institutional Development

29. Government Resolution No. 08/2004/NQ-CP on Further Decentralization of State Management 
dated 30 June 2004 delegated responsibilities from the central government to the provinces in planning 
and management of local budget and human resources as well as land use, public service delivery, state 
enterprise business, and natural resource control. However, the resolution is not binding in regard to 
further decentralization to the districts and communes. Decisions on this matter are left to the respective 
provincial governments. As mentioned in Section II. C1, one of the key innovations of the new urban 
planning law is decentralization of urban planning responsibility in order to include all government 
administration levels and to require stakeholder consultation with concerned organizations, individuals, 
and communities. A major challenge, however, is the lack of capacity of local authorities to plan and 
manage urban growth in an integrated manner, plan and operate urban infrastructure, and efficiently 
deliver municipal services. While policy changes have been made to promote decentralization, 
institutional reforms and local capacity development have not kept pace.

5. Climate Change

30. The increasing impacts of climate change, particularly sea level rise, are colliding with increasing 
pressures of urban development. Rapid reduction of vacant lands and escalating population density in 
Viet Nam have expanded cities into low-lying and coastal lands, and led to encroachment on water bodies, 
reduction of open space, and reclamation of natural drainage arteries. Loss of natural absorption capacity 
coupled with deteriorating neighborhood infrastructure has increased the risk of flooding in many urban 
centers. A medium-term scenario predicts a sea level rise of 30 centimeters by 2050 (compared with that 
in 1980–1990) that is expected to affect 129 of the country’s 752 urban centers.9 The total population in 
these coastal cities and towns was about 7 million in 2008. Urban wastewater and sanitation infrastructure 
in these areas are in danger of inundation. Intakes for water supply treatment facilities may have to be 
relocated further upstream because of increasing saltwater intrusion.

6. Private Sector Partnership

31. On 27 November 2009, the government issued Decree No. 108/2009/ND-CP on investment 
in the form of build–operate–transfer, build–transfer–operate, or build–transfer contracts to promote 
private sector participation in infrastructure development, replacing Decree No. 78/2007/ND-CP of 
2007. However, to date, few variations of public–private partnerships (PPPs) have been successfully 
implemented in Viet Nam. Successful examples are found in the transport sector (Road No. 5 and various 
bridges) and the energy sector (Phu My Power Plant). The new decree is limited as it focuses only on 
build–operate–transfer, build–transfer–operate, and build–transfer, and does not cover other forms 
of PPPs. General constraints include (i) absence of a legal framework for financial risk management;  
(ii) lack of a cost-recovery framework that promotes gradual increases in fees; (iii) poor transparency in 
selection of contractors and preference given to state companies; and (iv) insufficient capability to manage 
projects, including the bidding process and resettlement implementation. A common stumbling block is the 
amount of effort required to structure PPPs and carry out due diligence in the prefeasibility phase. 

D. Summary of Key Development Issues and Constraints

32. In summary, key development issues and constraints are as follows:

(i) Rapid growth of urban population, expansion of urban areas, and increase of economic 
activities have strained the provision of quality municipal services. There is a huge 

9 Ministry of Natural Resources and Environment. 2009. Climate Change Sea Level Rise Scenarios for Viet Nam. Ha Noi.
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investment need for upgrading and expanding public urban infrastructure. Both the 
government’s budget and ODA funds for public infrastructure development are 
increasing, but the massive investment need exceeds the available funds. Furthermore, 
local government agencies are unable to recover costs, even for operation and maintenance 
of existing facilities.

(ii) Absence of linkage between SEDP, spatial plan, and sector master plans is the major 
challenge facing urban development and management in the country. This causes weak 
coordination among concerned agencies at central, provincial, and municipal levels, and 
hinders active participation by communities and the private sector in urban planning and 
management.

(iii) Although the government promotes decentralization of local administration and 
management, the division of roles and responsibilities at the central, provincial, and 
municipal levels is not clearly understood by local government agencies. In addition, 
limited technical, institutional, and financial capacities, as well as inefficient personnel 
management of local governments, slow down the decentralization process.
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 Sector Strategy

A. The Government’s Sector Strategy and Plans

1. Socio-Economic Development Plan

33. Viet Nam’s overall development framework is encapsulated in its 5-year SEDPs. The SEDP, 
2011–2015 aims to create a foundation for making Viet Nam an industrialized country by 2020. Three key 
targets are defined in the SEDP: (i) economic targets; (ii) educational, training, science and technology, 
and other social targets; and (iii) environmental targets. The SEDP assigns high priority to construction 
of urban infrastructure, taking into account environmental protection, in which special importance is 
attached to traffic networks; water supply systems and sewerages; waste and water treatment facilities; 
and facilities for the collection, transport, treatment, and burial of waste, especially hazardous waste, in 
urban areas and industrial zones.

2. Orientation Plan for Urban Development 

34. The government’s vision and policies for urban development are presented in the Orientation 
Plan for Urban Development toward 2025 approved in 2010. The orientation plan aims to gradually 
develop a complete network of urban centers throughout the country, with suitable, integrated, and 
modern physical and social infrastructure; good environment and quality of life; advanced architecture 
with national identity; and high competitiveness in socioeconomic development.

35. The government has a policy to develop links between regional cities to balance development for 
the regions of central, north, and south Viet Nam. Six transport corridors have been identified, associated 
with the development of dominant and secondary growth poles: two from the People’s Republic of China 
(PRC) to northern Viet Nam going through Lao Cai and Lang Son, and connecting to Hai Phong port; 
three east–west corridors from Da Nang to the Lao People’s Democratic Republic (Lao PDR), from Ho 
Chi Minh City to Cambodia, and in the far south, through Ha Tien to Cambodia; and a north–south 
corridor from Ha Noi  to Ho Chi Minh City. The government’s development policy for corridor cities and 
towns is in line with the Greater Mekong Subregion (GMS) development strategy to transform transport 
corridors into full-fledged economic corridors, highlighted as a priority initiative at the 15th Ministerial 
Meeting of the GMS Economic Cooperation Program.10  

36. The orientation plan includes the following key targets.

(i) From now to 2015, the key economic regions and large urban areas are given high priority. 
During 2015–2025, the focus will be on secondary cities in the six growth corridors, 
targeting strategic investments in those cities and in neighboring areas to stimulate 
economic growth.

10 Held in Cha Am, Thailand, on 17–19 June 2009.

III
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(ii) The national urban network during 2025–2050 will be at a post-modernized, industrialized 
level with a focus on service and tourism development.

(iii) Viet Nam will develop urban centers at an international standard to compete with other 
global urban centers.

(iv) Viet Nam will become a strategic gate regionally and internationally, whereby coastal 
and border cities will provide links to external economies, with open access to promote 
regional development, including in the north–south and east–west corridors, thereby 
converting the cities and towns on transport corridors into economic hubs.

(v) Viet Nam will increase the competitiveness of regional and urban centers by improving 
regional management; integrating industrial zones, ports, and service areas; and promoting 
local culture and tourism development.

(vi) Viet Nam will develop a national system to manage urban development and environment 
by strengthening land management, providing comfortable living environments for 
people, and ensuring stable water supply for class V urban centers and rural areas.

(vii) Viet Nam will upgrade and expand national transport and communication networks.

3. Government’s Subsector Strategies

37. The water supply development strategy aims to ensure stable, quality, and economical water 
supply to all urban and industrial areas by 2050 by (i) ensuring rights and benefits of water providers and 
users with a focus on support for impoverished areas and the poor; (ii) exploiting all resources to ensure 
quality water supply; (iii) encouraging appropriate, economical, and safe water use; (iv) modernizing 
water supply management; and (v) increasing private sector participation in water supply. Concrete 
targets toward 2020 for urban centers of class IV or higher are to ensure quality water supply coverage of 
90%, 24 hours a day, at a rate of 120 liters/person/day, and water loss below 18%. The targets for class V 
urban centers are coverage of 70%, 100 liters/person/day, and water loss below 25%.

38. The water drainage development strategy aims to build storm-water drainage systems and 
wastewater collection and treatment systems for all urban centers and industrial zones. It encourages 
involvement of the private sector and establishment of cost-recovery mechanisms to cover at least 
operation and maintenance of the facilities. Targets for 2020 are to (i) increase the coverage of drainage to 
over 80% in all urban centers, (ii) treat 60% of domestic wastewater by central collection and treatment 
systems in urban centers of class III or higher, and (iii) treat 40% of wastewater in class IV and V urban 
centers.

39. The solid waste management strategy aims to collect, reuse, recycle, and treat all kinds of 
solid waste using advanced and environment-friendly technology; and reduce landfill waste as much 
as possible. The strategy is based on the polluter-pays principle. The targets for 2020 include (i) 90% of 
urban domestic solid waste collected and treated, of which 85% is recycled and reused (current rate is 
10%–20%); (ii) 80% of construction solid waste in urban centers collected, of which 50% is recycled and 
reused; (iii) 50% of septic tank sludge in urban centers of class II or higher and 30% in the remaining 
urban centers collected and treated; (iv) plastic bag use in supermarkets and trading centers reduced by 
65% compared with the figure in 2010; (v) solid waste recycling facilities that encourage waste segregation 
at home operating in 80% of urban centers; (vi) 90% of nonhazardous, industrial solid waste collected 
and treated, of which 75% is reused and recycled; (vii) 70% of hazardous, industrial solid waste collected 
and treated; and (viii) 100% of hospital nonhazardous solid waste collected and treated.
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4. Assessment of the Government’s Sector Strategy and Plans

40. The government fully recognizes that there is a massive investment need for upgrading and 
expanding urban infrastructure and municipal services to cope with rapid urbanization and economic 
growth. The government’s national, local, and subsector strategies set specific physical targets, but do 
not clearly indicate their costs and how financial resources will be allocated. As a result, many of these 
strategies and plans are considered a “wish list” rather than a tool to effectively plan and manage urban 
development. A firm political will and clear-cut mechanism to link development plans and budget 
allocation are required to realize the government’s strategies and plans for improved urban development 
and management.

B. Development Partner Support 

41. Major external funding sources for urban infrastructure include ADB, Agence Française 
de Développement (AFD), Australian Agency for International Development, Danish International 
Development Agency, Finnish International Development Agency, GTZ, Japan International Cooperation 
Agency (JICA), KfW, and the World Bank. The Korean Export-Import Bank (KEXIM) is also interested 
in cofinancing as long as the loans are tied to Republic of Korea firms. The areas of support by the various 
development partners are shown in Table 1. Close coordination is necessary to avoid geographical 
duplication and to foster synergy.

Table 1 Overview of Development Partners’ Support by Subsector

AFD JICA KEXIM KfW/GTZ World Bank Others
Water Supply X X X Danida, Finida

Wastewater and  
    Sanitation

X X X X X
Danida, AusAID

Drainage X X

Solid Waste X

Transport (Roads) X X X

Public Transport X (metro) X (metro)

Housing X UN-HABITAT

Climate Change  
    Adaptation

X AusAID, Netherlands

Urban Upgrading X Cities Alliance

Others X (HIFU) X (HIFU)

AFD = Agence Française de Développement, AusAID = Australian Agency for International Development, Danida = Danish International Development 
Agency, Finida = Finnish International Development Agency, HIFU = Ho Chi Minh City Investment Fund for Urban Development, JICA = Japan 
International Cooperation Agency, KEXIM = Export-Import Bank of Korea, UN-HABITAT = United Nations Habitat.

42. Water supply and sanitation has been the priority area for AFD. ADB has implemented AFD-
cofinanced water supply and sanitation projects in secondary towns. AFD also provides support for 
construction of a metro railway in Ha Noi. JICA has supported wastewater treatment, water supply, energy, 
and transport through concessional loans as well as grants and technical assistance. KEXIM’s priority is 
infrastructure development. Its financing is tied to Republic of Korea firms in principle, but internal 
discussions have begun on the possibility to introduce untied loans. KfW/GTZ focuses on wastewater 
treatment and solid waste management in medium-sized provincial towns, combining policy advice to 
central government agencies, concessional loans for investment, and capacity building for local service 
providers. The World Bank’s main focus is on roads, water and sanitation, climate change adaptation, 
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and urban upgrading. The World Bank is also undertaking an urbanization review, which is an analytical 
tool and framework being piloted in four countries (Brazil, Ghana, India, and Viet Nam) where rapid 
urbanization is taking place or where the impacts of urbanization compel national governments and 
cities to take a more strategic approach to cope with them.

43. While total ODA flows to developing countries are generally decreasing, ODA to Viet Nam is still 
increasing. In 2005, development partners and the government signed the Hanoi Core Statement on Aid 
Effectiveness, a localized version of the Paris Declaration, which lays out joint commitments and targets for 
improving the effectiveness of aid delivered to Viet Nam. In the annual consultative group meeting held 
in December 2009, the government committed to improve the use of ODA through (i) cooperating with 
development partners to strictly supervise disbursement and usage of ODA, (ii) addressing corruption to 
achieve maximum development results, (iii) devolving more responsibilities to local levels, (iv) streamlining 
investment procedures, (v) establishing and operating a national monitoring and evaluation system for 
ODA programs and projects, and (v) developing cost norms for ODA-funded construction projects.

44. There is no active forum for donor coordination in the urban development sector. The Viet Nam 
Urban Forum established under the Ministry of Construction (MOC) was expected to play a role in 
encouraging dialogue between development partners and the government, but it has been inactive in 
recent years. MOC is trying to revitalize the forum and develop a business plan, but the prospects are still 
unclear. ADB currently works with five other financial institutions (AFD, JICA, KEXIM, KfW, and the 
World Bank) under the Six Banks initiative. The Six Banks group accounts for more than 80% of the total 
ODA flow to Viet Nam, and has contributed substantially to improvement of portfolio performance and 
strengthening of ODA management.

C. ADB Sector Support and Experience

1. ADB Support to the Urban Development Sector

45. Since resumption of operations in Viet Nam in 1993, ADB has provided the urban development 
sector nine loans for a total of $544 million. It has also provided 3 grants for a total of $5 million and 19 
technical assistance projects (TAs) totaling $15 million, including 14 project preparatory TAs for $12 
million and 5 advisory TAs for $3 million. Starting with the Ho Chi Minh City Water Supply and Sanitation 
Project in 1993, ADB’s development assistance has responded to the government’s need to rehabilitate 
(and later expand) water supply and sanitation systems. Geographically, there has been a gradual shift 
from the major cities of Ho Chi Minh City and Ha Noi to secondary growth centers. This was followed 
by a clear recognition of decentralized administrative responsibilities. The recent loan projects have dealt 
directly with the Provincial People’s Committee (PPCs) rather than with the MOC. ADB operations have 
focused on water supply systems, while investments in drainage, sanitation, wastewater treatment, urban 
transport, and solid waste management have been relatively small. A list of loans, TAs, and grants to the 
urban sector is in Appendix 4.

2. Lessons Learned

46. An independent evaluation of ADB’s performance in the water supply and sanitation 
sector rated its assistance as “successful on the low side.”11 It identified key issues in preparing and 
implementing projects and pointed out that ADB needs to (i) streamline procurement of equipment 
and civil works, (ii) deal with cost increases due to unexpected hyperinflation, and (iii) help establish 
effective systems to monitor and evaluate project benefits. The recommendations for future programs 
include (i) implementation of appropriate measures to shorten the final design process by strengthening 

11 ADB. 2009. Sector Assistance Program Evaluation – Viet Nam: Urban Services and Water Supply and Sanitation Sector. Manila.
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feasibility studies, adopting realistic contingency plans, and increasing supervision; (ii) development of 
sector indicators (jointly with the government) for the institutional reform and financial performance 
of water supply and urban environment companies by undertaking better business planning, clarifying 
responsibilities, and establishing separate accounting systems; and (iii) enhancement of borrower 
commitment to tariff adjustments needed for financial viability by establishing initial actions per agreed 
business plans.

47. Lessons from the completed ADB-financed projects in urban development and water supply and 
sanitation12 are: (i) the project implementation schedule should be carefully examined and determined 
during appraisal, taking into account the government’s lengthy approval procedures; (ii) selection of 
qualified project management consultants who are familiar with local rules and regulations is important 
for successful project implementation; (iii) key government project staff should attend the ADB project 
implementation and administration workshop before project implementation to familiarize themselves 
with ADB requirements and procedures, particularly for consultant selection, procurement of goods and 
services, and disbursement; (iv) bidding documents should explicitly specify the values and quantities 
the contractors should follow to facilitate the supervision of civil works; (v) the geographic spread of 
project towns posed constraints in monitoring project progress, organizing meetings and seminars, 
and communicating with local government authorities; (vi) the size of procurement packages should 
be determined, ensuring competitiveness among qualified contractors, while the number of packages 
should be minimized, considering the workload for contract management; and (vii) advance action for 
land acquisition and resettlement would facilitate project implementation because consultation and 
agreement with affected households take considerable time.

D. Implications

48. Projects are often complicated by covering many subsectors and many towns or provinces. Although 
MOC and the Ministry of Planning and Investment (MPI) are experienced in processing and administering 
ADB projects, people’s committees in provinces and municipalities generally have limited capacity to 
perform the function. They are unfamiliar with procedures and requirements for project administration and 
lack fluency in English. Start-up delays and cumbersome approval procedures, particularly for procurement 
of goods and services, inhibit effective project implementation. There has been progress in decentralizing 
the implementation of ODA projects through the issuance of Decree 131/2006/ND-CP on Management and 
Utilization of Official Development Assistance dated November 2006. Although there has been progress in 
reforming national systems, significant gaps between the policies and requirements of government and 
development partners still exist; these need further harmonization.

E. ADB Sector Forward Strategy

49. ADB’s urban development sector strategy for Viet Nam aims to support the country’s 
environmentally sustainable economic growth and integration into the broader GMS. This framework is 
consistent with and supportive of the ADB’s long-term strategic framework for 2008–2020 (Strategy 2020). 
Three of the five core areas of ADB operations identified in Strategy 2020—infrastructure, environment, 
and regional cooperation and integration—are directly relevant to addressing the urban challenges facing 
Viet Nam. Relations and consistencies with ADB’s regional strategy for the GMS, country strategy for 
Viet Nam, and assessment, strategy, and road map (ASRs) for the water supply and sanitation, and the 
transport sectors are summarized below.

12 ADB. 2004. Project Completion Report on Ho Chi Minh City Water Supply and Sanitation Project (Viet Nam). Manila; ADB. 2005. 
Project Completion Report on Provincial Towns Water Supply and Sanitation (Viet Nam). Manila; ADB. 2006. Project Completion 
Report on Second Provincial Towns Water Supply and Sanitation Project (Viet Nam). Manila.
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50. The strategic thrust of ADB’s urban operations in Viet Nam will follow the GMS strategy to 
transform transport corridors into full-fledged economic corridors as identified in the ADB Regional 
Cooperation Strategy and Program for the GMS (2009–2011) and confirmed during the 15th Ministerial 
Meeting of the GMS Economic Cooperation Program and the GMS Development Dialogue. The ADB 
country partnership strategy (CPS) for Viet Nam, 2011–2015 emphasized the need for environmental 
improvement of secondary cities and towns through a decentralized approach.

51. The water supply and sanitation sector ASR for Viet Nam supports the government’s decentralization 
policy and emphasizes the need for strengthening the provincial governments in planning, developing, and 
operating water supply and sanitation facilities, as well as protecting water resources. The strategic areas 
identified by the water supply and sanitation sector ASR include (i) strengthening the commercial operation 
of water supply companies and investment in expansion of system capacities using the multitranche finance 
facility, (ii) industrial wastewater management using the sector loan modality, and (iii) water supply and 
sanitation in small and medium-sized coastal cities that are likely to be affected early by climate change.

52. Urban transit is one of three key strategic areas identified under the transport sector ASR for 
Viet Nam. The expected outcome of the urban transit subsector strategy will enhance public transit 
systems in major cities that will reduce congestion, improve urban environments, and enhance traffic 
safety. Expected outputs include (i) capacity development TA to improve operational capacity; (ii) project 
preparatory TA for new projects; and (iii) loan support for new, and extension of existing mass rapid 
transit (MRT) lines.

53. ADB will adopt crosscutting themes to (i) tackle the rapid growth of urban populations,  
(ii) remove constraints to economic growth in urban areas, (iii) increase local development financing,  
(iv) strengthen spatial planning and land management, (v) improve enforcement and city management, 
(vi) expand private sector participation in urban infrastructure provision, and (vii) adapt to climate 
change. Support will be given to solving the causes of the problems that contribute to the deficiencies in 
the sector, namely, poorly planned and managed, and under-serviced urban environments.

54. The proposed ADB sector forward strategy focuses on three areas of support:

(i) Development of corridor cities and towns to contribute to the transformation of GMS 
regional transport corridors into full-fledged economic corridors.

(ii) Development of secondary cities and towns as regional economic hubs to foster balanced 
regional development and strengthen rural–urban linkage.

(iii) Integrated transit-oriented development to reduce environmental pollution and traffic 
congestion.

1. Support Area 1: Development of Corridor Cities and Towns

55. ADB will focus on a number of cities and towns located along the GMS economic corridors. 
The main challenges facing these cities and towns arise from lack of urban infrastructure investment and 
limited ability of local governments to provide reliable and affordable urban services. Such shortcomings 
hinder the transformation of transport corridors into full-fledged economic corridors. The economic 
corridors will facilitate efficient flow of goods and people, resulting in increased trade and private 
investment. Priority will, therefore, be given to the border towns and cities that lie along the six transport 
corridors: two from the PRC to northern Viet Nam through Lao Cai and Lang Son, and connecting to 
Hai Phong port; three east–west corridors from Da Nang to the Lao PDR, from Ho Chi Minh City to 
Cambodia, and in the far south, through Ha Tien to Cambodia; and a north–south corridor from Ha Noi  
to Ho Chi Minh City. Cities and towns will be selected based on their economic development potential, 
which is linked to larger regional or national development strategies. 
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56. The transformation of transport corridors into full-fledged economic corridors will require that 
urban areas along the corridors function as nodes of economic activity and growth centers, linking their 
hinterlands and the outlying regions. Local economic development in corridor towns will benefit the 
economic corridors and vice versa. However, the sprawl of settlements along new highways has been 
largely uncontrolled, leading to additional infrastructure costs and degraded environmental conditions. 
The thrust therefore will be on improving public service delivery through capacity building, management 
improvements, cost recovery, and infrastructure upgrading and expansion.

57. In this support area, ADB will mainly focus on

(i) assisting the local governments in strategic city development planning, which will guide 
future urban growth with clear linkage among socioeconomic development, spatial plans, 
and infrastructure improvement;

(ii) investing in the upgrade and expansion of priority urban infrastructure, including water 
supply, sanitation, wastewater treatment, solid waste management, access road network, 
street lighting, and public transportation; and

(iii) establishing clearly defined institutional arrangements and building necessary local 
capacities to effectively plan and manage urban growth and deliver reliable, affordable 
municipal services.

2. Support Area 2: Development of Secondary Cities and Towns

58. The primary conurbations that receive large inflows of migration are becoming more congested 
and experiencing increasingly serious social and environmental problems. At the same time, secondary 
cities and towns are stagnating. If the neglect of secondary town development continues, the resulting 
spatial and economic disparities will further constrain not only urban development but also social 
stability and Viet Nam’s overall economic development. In line with government decentralization plans, 
targeted infrastructure investments in secondary towns and cities will help attract or retain residents  
and thereby possibly reduce migration to the large metropolises. The diversion from these metropolitan 
areas and the potential inducement to foster growth in secondary cities will result in a more balanced 
regional development. 

59. Similar to the corridor cities and towns, the main challenges facing secondary cities and towns 
arise from lack of urban infrastructure investments and the limited ability of local governments to provide 
reliable and affordable urban services. This results in missing links in the road network, obsolete water 
supply pipes and substantial water losses, flooding and clogged drains, and disposal of untreated waste—
all of which constrain the productive capacity of secondary cities and make these towns less competitive 
and livable. Lack of infrastructure and limited capacity to manage urban services discourage external 
investments that are critical to socioeconomic development and growth. 

60. To date, the government has supported 11 class II secondary cities under ADB-financed 
projects. ADB will continue its operation in class II and class III cities and towns. Assistance will include 
investments to upgrade and expand urban infrastructure, as well as capacity building, institutional 
reform, and participatory development. ADB will collaborate with other development partners and the 
private sector.

61. Similar to the corridor towns, ADB’s support will mainly focus on

(i) assisting local governments in strategic city development planning to guide future 
urban growth with clear linkage among socioeconomic development, spatial plans, and 
infrastructure improvement;
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(ii) investing in the upgrade and expansion of priority urban infrastructure, including water 
supply, sanitation, wastewater treatment, solid waste management, access road network, 
street lighting, and public transportation; and

(iii) establishing clearly defined institutional arrangements and building necessary local 
capacities to effectively plan and manage urban growth and deliver reliable, affordable 
municipal services.

3. Support Area 3: Integrated Transit-Oriented Development

62. An improved urban transit network is vital to meet the growing travel demand. In light of sustained 
urban and suburban growth, Ha Noi and Ho Chi Minh City have established urban transport master 
plans to expand road and public transit network capacity to meet the anticipated demand in movement of 
passengers and goods. Both cities target an urban transit share of 45%–50%, which is high by international 
standards and will require large investments; hence, implementation has been slow.

63. Traffic congestion in Viet Nam’s major cities is nearing critical, with inadequate road space and 
inefficient transport management. Urban transport planning should follow an integrated approach to 
harmonize road networks and public transit systems. Public transit will promote efficient and sustainable 
urban transport management, improve logistics, and increase productivity. ADB is currently supporting 
MRT modes in Ha Noi  and Ho Chi Minh City that are expected to improve the connectivity and efficiency 
of public transport systems. 

4. Knowledge Gaps

64. The identification and design of urban development projects will, among other things, depend 
on (i) the availability of comprehensive strategic urban development plans and (ii) sufficient capacity 
to deliver and manage municipal services. These steps have to be addressed simultaneously to ensure 
effective preparation and implementation of urban development projects.

65. To ensure sustainable urban growth, analytical and advisory support is needed for preparation of 
a comprehensive, strategic, local development plan. An assessment should be undertaken on each town’s 
current socioeconomic base by identifying core industries and services. Development opportunities and 
constraints should be analyzed, taking into account predicted growth in population, traffic, investment, 
and institutional and policy reform requirements to ensure sound urban management. These plans 
should mainstream climate change considerations and be environmentally sound. Opportunities for 
private sector participation would be identified and guidance would be provided for the piloting of 
public–private partnerships.

66. Strengthening of both institutional and human capacities is needed at the local level to 
assume the responsibilities delegated from the central government to local authorities. Technical and 
administrative capacity building for local urban sector institutions is required to manage urban growth 
and expansion, as well as to market investment opportunities to the private sector. Capacity strengthening 
is needed in the key areas of (i) strategic urban planning, (ii) flexible and responsive urban management, 
(iii) planning for climate change, (iv) stakeholder participation, (v) private sector participation, and  
(vi) enforcement of planning controls.
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Economic growth and poverty reduction slowed.

Degradation of urban environment; poor living conditions; slow development of  
urban economy.

Transformation of 
transport corridors into 
full-fledged economic 
corridors not done.

Inefficient urban planning 
and environmental 
management.

Absence of linkages 
between socioeconomic 
development plan, urban 
spatial plan, and subsector 
master plans.

Weak coordination among 
concerned agencies at 
central, provincial, and 
municipal levels.

Limited participation by 
communities and private 
sector in planning process.

Urbanization concentrated 
in a few large metropolitan 
cities.

Insufficient urban 
infrastructure and 
municipal services.

Inadequate investment 
in urban infrastructure 
upgrade and expansion.

Poor operation and 
maintenance of urban 
infrastructure.

Low public awareness 
of links between water, 
sanitation, waste 
management, and 
hygiene.

Inability to recover cost 
for adequate municipal 
service provision.

Urban centers congested 
and unsafe.

Inadequate urban 
management capacity at 
local level.

Unclear responsibilities 
among concerned 
agencies at central, 
provincial, and municipal 
levels.

Limited technical, 
institutional, and financial 
capacities at provincial 
and municipal levels.

Inefficient personnel 
management systems in 
local governments.

Appendix 1 
Urban Development Sector Problem Analysis

Deficient
Sector

Outputs

Core
Sector

Problems

Sector
Impacts

National
Impacts

Main
Causes
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Country Sector Outcomes Country Sector Outputs ADB Sector Inputs

Outcomes with ADB 
Contribution

Targets with 
Indicators and 

Baselines
Outputs with ADB 

Contribution
Indicators with 

Incremental Targets

Main Outputs 
Expected from ADB 

Interventions
Ongoing and Planned 

ADB Operations

Transformation of 
secondary towns 
in GMS transport 
corridors into full-
fledged economic 
corridors through 
improvement of basic 
urban infrastructure and 
municipal services 

1. Drainage, 
sewerage, and 
sanitation

•	 Flooding in urban 
centers class 
IV and larger 
eliminated; 
drainage coverage 
of more than 80%

•	 60% of domestic 
waste water treated

•	 30% of septic tank 
sludge of cities 
class III and smaller 
collected and treated

2. Solid waste 
management

•	 90% of domestic 
solid waste collected 
and treated, of 
which 85% recycled, 
reused

3. Urban water supply 
•	 Quality water 

supply coverage 
of 90% ensured, 
24 hours/day, 120 
liters/person/day;  
water loss below 
18% for urban 
centers class IV 
and larger

4. Transport 
efficiency

•	 Space used for 
urban transport of 
16%–26% ensured

•	 Travel times 
between cities and 
industrial zones 
reduced

•	 Improvement in 
quality and service 
area of water 
drainage, water 
treatment, and 
sanitation service 
providers 

•	 Greater community 
and private sector 
participation for 
WSS and SWM

•	 Improved 
awareness and 
preparation against 
SLR in coastal 
cities and rain 
flooding in non-
coastal corridor 
cities

•	 Expanding 
sustainable access 
to safe water

•	 More reliable and 
relevant corporate 
performance 
indicators to reflect 
commercial role

•	 Optimization of 
tariffs for cost 
recovery

•	 Strengthened 
WSS and SWM 
management

•	 Integration of 
transport planning 
with other 
infrastructure 
planning

•	 Improvement of 
traffic flows to 
reduce travel times

•	 Drainage coverage 
increased from  
50%–60% in 2007 
to 70%–80% 
in 2015 (Waste 
Drainage 
Orientation to 2010)

•	 Access to water 
supply increased 
from 70% in 2007 
to 90% in 2015 
in Class I–IV cities 
(Urban Water Supply 
Orientation to 2025)

•	 40%–50% of 
wastewater 
treated in 2015 
in Class I–III cities 
(Waste Drainage 
Orientation to 2010)

•	 30% of people in 
Class I–III cities and 
10% in other cities 
and towns have 
access to septic 
tank emptying 
services in 2015 
(National Strategy 
for Solid Waste 
Management to 
2025)

•	 Access to solid 
waste collection and 
disposal increased 
from 65% in 2007 
to 85% in 2015 
(National Strategy 
for Solid Waste 
Management to 
2025) 

•	 Increased coverage 
of drainage area in 
target cities

•	 Increased volume 
of waste water 
treated

•	 Increased coverage 
of water supply 
piped connection 
and per capita 
consumption

•	 Increased number 
of customers 
provided with 
septic tank 
emptying services

•	 Increased volume 
of solid waste 
collected and 
disposed

•	 Improved existing 
management 
facilities 

•	 Improved facilities 
around border 
gates (roads, 
parking lots, office 
buildings)

•	 Improved capacity 
in infrastructure 
management

1. Ongoing Projects:
•	 Central 

Region Urban 
Environmental 
Improvement

•	 Central Region 
Small and 
Medium Towns 
Development

•	 Thanh Hoa City 
Comprehensive 
Socioeconomic 
Development  

2. Projects in the 
Pipeline:

•	 Comprehensive 
Socioeconomic 
Urban Development 
(Viet Tri, Hung Yen 
and Dong Dang)

•	 GMS Corridor 
Towns 
Development I & II

•	 Comprehensive  
Socioeconomic 
Urban Development 
in Selected Cities

Appendix 2 
Urban Development Sector Results Framework 
(2011–2015)

continued on next page
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Country Sector Outcomes Country Sector Outputs ADB Sector Inputs

Outcomes with ADB 
Contribution

Targets with 
Indicators and 

Baselines
Outputs with ADB 

Contribution
Indicators with 

Incremental Targets

Main Outputs 
Expected from ADB 

Interventions
Ongoing and Planned 

ADB Operations

Integration of 
urban planning 
and infrastructure 
investments with public 
transit projects to 
promote sustainable 
transport systems 
and more livable, 
ecologically friendly 
cities, characterized by 
reduced GHG emissions, 
improved logistics, and 
increased productivity in 
large cities like Ha Noi , 
HCMC, and Da Nang

1. Sustainable Urban 
Transport 

•	 Bus lines, elevated 
railways, and 
subways in Ha 
Noi  and HCMC 
to ensure public 
transport of  
35%–45% 
developed

2. Urban upgrading 
around MRT 
stations and 
support for 
development 
of commercial 
services around 
the stations

•	 Urban 
management, 
water supply, and 
sanitation around 
MRT stations 
improved

3. Public transport in 
HCMC and Ha Noi 

•	 Percentage of 
people using public 
transport increased

•	 Identification and 
improvement of 
energy-efficient 
urban transport 
solutions that can 
lead to significant 
GHG emission 
reductions

•	 Identification and 
development 
of a series of 
interventions 
to enhance the 
quality of public 
transport systems 
and to significantly 
increase the modal 
share of public 
transport

•	 Improvement of 
living conditions 
in the area 
surrounding MRT 
systems

•	 Development 
of sustainable 
low-carbon urban 
transport programs 
and projects

•	 Passenger share 
by public transit in 
Ha Noi  and HCMC 
increased from 
3%–14% in 2010 
to 22%–26% in 
2015

•	 Traffic accident 
fatalities of 12,800 
in 2007 reduced by 
23%–30% in 2015

•	 Detailed plans 
for improving 
integration of public 
transport network

•	 Detailed design of 
MRT stations and 
interchanges

•	 Traffic management 
plans

•	 Detailed plans 
for improving 
pedestrian 
infrastructure

•	 Small-scale 
infrastructure 
improvements 
around MRT 
stations

•	 Detailed 
bus system 
development 
investment plan 
and management 
system in Da Nang 

•	 Improved 
government PPP 
mechanism to 
engage private 
sector, and 
technical guidelines 
for preparation 
and management 
of PPP in MRT 
infrastructure 
projects

1. Projects in the 
Pipeline:

•	 HCMC MRT2 
Sustainable Urban 
Transport  

•	 Hanoi MRT3 
Sustainable Urban 
Transport 

•	 HCMC Metro Rail 
(MFF $540 million) 
PFR2

•	 Hanoi Urban LRT 
Line 3 Extension

•	 HCMC Urban  MRT 
Extension

•	 HCMC Third and 
Fourth Ring Roads 

•	 Road Safety 
Improvements 

•	 Preparing the 
HCMC Urban 
Mass Rapid Transit 
Line 2 Project 
(Supplementary)

ADB = Asian Development Bank, GHG = greenhouse gas, GMS = Greater Mekong Subregion, HCMC = Ho Chi Minh City, MFF = multitranche financing facility, MRT = mass rapid transit, 
PFR2 = second periodic financing request,  PPP = public–private partnership, SLR = sea level rise, SWM = solid waste management, WSS = water supply and sanitation.

Appendix 2  continued
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Class Type No. of Towns Comment

1 National centers. Very large cities, which play an 
important role in national development. Population >1.5 
million in case of Special City and >500,000 for Class I 
City. Average population density >120–150 persons/
hectare (ha)

2 and 7 Under central government 
administration. Includes Ha Noi  and Ho 
Chi Minh City, which are both classified 
as “Special City;” Can Tho, Da Nang, Hai 
Phong

2 Regional centers. Large cities, which play an important 
role in development of a territory. Population >250,000. 
Average population density >100 persons/ha

14 Under provincial administration

3 Provincial cities or towns. Large and medium-sized 
towns, which play an important role in development of a 
province or sector in a territory. Population >150,000. 
Average population density >80 persons/ha

45 Under provincial administration

4 Provincial towns. Small and medium-sized towns, which 
play an important role in development of a province. 
Population >50,000. Average population density >80 
persons/ha

40 Some under district, others under 
provincial administration

5 District towns. Smalls towns, which play an important role 
in development of a district. Population >4,000. Average 
population density >20 persons/ha

646 Under district administration

Source: Government of Viet Nam. 2009. Decree No. 42/2009/ND-CP. On the Grading of Urban Centers. 

Appendix 3 
Classification of Cities and Towns
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Table 1 Loans to the Urban Sector by ADB, 2011
($ million)

Loan  
No. Project

Year 
Approved Amount

1273 HCMC Water Supply and Sanitation Rehabilitation 1995 65.00

1361 Provincial Towns Water Supply and Sanitation 1995 66.00

1514 Second Provincial Towns Water Supply 1998 69.00

1702 HCMC Environmental Improvement 2000 70.00

1880 Third Provincial Towns Water Supply and Sanitation 2001 60.00

2034 Central Region Urban Environmental Improvement 2003 44.00

2272 Central Region Small and Medium Towns Development 2006 53.20

2511 Thanh Hoa City Comprehensive Socioeconomic Development 2009 72.00

2609 Central Region Rural Water Supply and Sanitation Sector 2009 45.00

2628 Comprehensive Socioeconomic Urban Development Project in Viet Tri, Hung Yen, and 
Dong Dang

2011 70.00

2754 Water Sector Investment Program – Project 1 2011 138.00

ADB = Asian Development Bank, HCMC = Ho Chi Minh City.

Table 2 Technical Assistance to the Urban Sector by ADB, 2011
($ million)

TA  No. Project Type
Year 

Approved Amount

1998 National Water Tariff Policy Study AD 1993 0.60

1999 Institutional Strengthening of HCMC PP 1993 0.60

2000 HCMC Water Supply Master Plan AD 1993 0.60

2040 HCMC Environmental Planning AD 1993 0.60

2146 Second Provincial Towns Water Supply and Sanitation PP 1994 0.55

2375  Capacity Building for Provincial Water Supply and Sanitation Planning and 
Management

AD 1995 0.70

2790 HCMC Environmental Improvement PP 1997 0.60

3323 Third Provincial Towns Water Supply and Sanitation PP 1999 1.00

3487  Low Income Housing and Secondary Towns Urban Development Needs 
Assessment Study

AD 2000 0.50

3809 Central Regional Urban Development PP 2001 1.00

Appendix 4  
Tables on Loans, Technical Assistance, and 
Grant to the Urban Sector by ADB 

continued on next page
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TA  No. Project Type
Year 

Approved Amount

4485 Central Region Small and Medium Towns Development PP 2004 0.95

4485 Central Region Small and Medium Towns Development (Supplementary) PP 2007 0.12

4976 Thanh Hoa City Comprehensive Socioeconomic Development PP 2007 0.80

7089 Hue Water Supply PP 2008 1.50

7091 HCMC Water Supply PP 2008 1.50

7091 HCMC Water Supply (Supplementary) PP 2010 0.30

7126 Central Region Rural Water Supply and Sanitation Sector PP 2008 0.60

7144 Da Nang Water Supply PP 2008 1.50

7151 Hai Phong Water Supply PP 2008 1.00

7516 Comprehensive Socioeconomic Urban Development Project PP 2010 1.20

7856 Secondary Cities Development Project PP 2011 1.00

7885  Support to Central and Local Governments to Implement Urban Environmental 
Improvement Programs

CD 2011 2.00

AD = advisory, ADB = Asian Development Bank, CD = capacity development, HCMC = Ho Chi Minh City, PP = project preparatory,  
TA = technical assistance.

Table 3 Grant Assistance to the Urban Sector by ADB, 2009
($ million)

Grant No. Project
Year 

Approved Amount

9058 Expanding Benefits for the Poor Through Urban Environmental Improvements 2004 1.0

9112  Thanh Hoa Province Small Scale Infrastructure Investment and Services in Urban 
and Peri-Urban Areas

2007 2.0

147 Thanh Hoa City Comprehensive Socioeconomic Development 2009 2.0

ADB = Asian Development Bank.

Table 2  continued



Viet Nam: Urban Sector Assessment, Strategy, and Road Map

This urban development sector assessment, strategy, and road map (ASR) documents the 
strategic investment priorities of the Government of Viet Nam and the Asian Development Bank. 
The ASR has identified three priority areas: (i) development of corridor cities and towns to 
contribute to the transformation of regional transport corridors in the Greater Mekong 
Subregion into full-fledged economic corridors, (ii) development of secondary cities and 
towns as regional economic hubs to foster balanced regional development and to  strengthen 
rural–urban links, and (iii) integrated transit-oriented development to reduce environmental 
pollution and traffic congestion.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing 
member countries reduce poverty and improve the quality of life of their people. Despite 
the region’s many successes, it remains home to two-thirds of the world’s poor: 1.7 billion 
people who live on less than $2 a day, with 828 million struggling on less than $1.25 a day. 
ADB is committed to reducing poverty through inclusive economic growth, environmentally 
sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.

Printed in the Philippines
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Asian Development Bank
6 ADB Avenue, Mandaluyong City
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