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Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 
1. Viet Nam is at a crossroads with respect to public–private partnership (PPP). The 
country faces a significant infrastructure financing gap, estimated to be in the range of $150 
billion–$160 billion over the period 2013 to 2022. It faces substantial challenges in providing 
new and improved infrastructure for its growing economy. Industrialization and urbanization 
rates are rising rapidly, even by Asian standards, and they are driving demand for infrastructure. 
Infrastructure investment is state led and rates as a percentage of gross domestic product 
(approximately 10% per annum) are relatively high by international standards. Investment in 
infrastructure has been sourced primarily through state-owned enterprises (SOEs), but it has 
been constrained by the underdeveloped banking sector, which is primarily state owned, and 
investment is not sufficient to meet demand. 
 
2. The private sector could potentially play an important role by providing a complementary 
source of expertise and capital to meet this infrastructure gap through the use of PPPs. In 
practice, while local private sector financing of infrastructure in Viet Nam is reported to have 
been widespread for many years, mobilization of private investment has been limited. These 
projects are relatively small and generally involve direct appointment through negotiation by the 
government of project investors, and mainly involves SOEs. Design and service standards are 
usually not adequately defined and enforced and contracts are not properly regulated. The 
government has comprehensive investment programs for infrastructure that are articulated in 
long-term investment plans of 10–20 years, and the private sector is recognized as a source of 
funding through the use of instruments such as PPPs. There has been very limited success in 
implementing PPP transactions and the country faces a number of PPP enabling framework 
challenges.  
 
3. Despite gradual progress in privatization and official pronouncements in support of 
deregulation and liberalization, observers note that suspicion of private enterprise remains 
among some in the bureaucracy, political circles, and financial institutions in Viet Nam. This in 
turn affects the overall enabling environment for PPP. The legal and regulatory framework for 
PPPs is not well developed, there are significant institutional and capacity gaps, and there are 
problems accessing land and long-term sources of finance. Asian Development Bank (ADB) 
assistance through a project loan will help address these constraints by establishing a project 
development facility (PDF) that can be used to develop bankable projects. In parallel, the loan 
will be used to help strengthen the enabling environment for PPPs through a “learning-by-doing" 
process by implementing pilot PPP projects, developing institutional capacity, and designing 
project structures that will effectively mobilize long-term finance. 

 
4. The PDF and the associated institutional capacity development have the potential to 
play a central role in catalyzing private sector finance through the use of PPPs. This will assist 
the government in realizing its infrastructure investment plans to meet its targets for growth, 
poverty reduction, and inclusiveness. 

 
 

                                                 
1
  This summary is based on an update of Asian Development Bank–Agence Française de Développement joint 

assessment of public–private partnerships in Viet Nam in May 2010. Available on request. 
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 2. Government’s Sector Strategy 
 

a. Overall Economic Policy and Business Climate Context for 
Public–Private Partnership 

 
5. The government intends to pursue a learning-by-doing approach by developing pilot 
PPP projects through the use of the PDF, and revising laws and regulations on the basis of this 
experience. Pilot projects will be pursued in the following areas: (i) power plants; (ii) roads, 
bridges, tunnels, and ferries; (iii) railways (light and heavy), railway bridges, railway tunnels, and 
related equipment, stations, and depots; (iv) urban transport; (v) airports, seaports, and river 
ports; (vi) fresh water supply systems; and (vii) other infrastructure development and public 
services supply projects as decided by the prime minister. 
 
6. Power sector. High demand for electricity is generating growth averaging approximately 
16% per year, and it has been triggered by ongoing electrification in new areas, expansion of 
the transmission and distribution network, and demand from the new industrial zones and 
enterprises throughout the country. To address a looming electricity deficit, an increase of the 
generating capacity from 15,060 megawatts (MW) in 2008 to 40,000 MW in 2015 and 60,000 
MW in 2020 is planned. The government is committed to encouraging PPP in power generation. 
Viet Nam must mobilize about $4 billion a year for the power sector for the period up to 2015. 
Under the government’s investment plan, the state-owned Electricity Company of Viet Nam 
(EVN) is intending to mobilize and finance about two-thirds of the investment in generating 
plants. The other third is to be mobilized by local and foreign investors in the form of 
independent power producers and build–operate–transfer (BOT) schemes. Viet Nam allows 
private sector participation in power generation. Of the total installed capacity, EVN’s share is 
about 66%, with the remaining 34% being independent power producers (domestic non-EVN 
investors, both private and SOEs) and BOT schemes (primarily foreign investors). The 
government has adopted a unique PPP approach, where one power complex hosts both an 
EVN-owned plant and a private-sector-owned plant, with the sites and common facilities 
prepared by EVN with public sector financing. This approach is being used in several future 
projects in which ADB is playing a key facilitating role. 
 
7. Transport sector. Transport infrastructure in Viet Nam is inadequate for the country’s 
rapidly growing needs. For urban transport systems, the Japan International Cooperation 
Agency has estimated that for 2005–2015, $18 billion in investment will be needed in Hanoi and 
Ho Chi Minh City. The government estimates that Viet Nam’s seaports require immediate 
investments of nearly $2 billion and, according to the government, during 2011–2020 nearly $5 
billion in railway investment is required. For airports, the government estimates investment 
needs of nearly $1.5 billion. The government has made improvements in the transport sector a 
priority, and therefore private investment is being sought in a range of transport subsectors 
including roads, ports, railways, and airports. However, optimism for PPP in the transport sector 
is tempered by the weak regulatory environment governing long-term private sector participation 
in the sector and probably unrealistic expectations as to the appetite for such projects by the 
private sector without substantial government viability gap funding and/or guarantees. Toll road 
projects without government support are amongst the most difficult to finance worldwide due to 
difficulties in accurately estimating future traffic flows and associated revenue streams. 
 
8. Water sector. Most of Viet Nam’s population, especially in rural communities, does not 
yet have access to safe drinking water. The first stage of the project focuses on system 
rehabilitation and institutional strengthening of urban and rural water suppliers. The second 
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stage addresses demand and capacity expansion. The water sector in Viet Nam is highly 
decentralized, as is the case in many other countries. National ministries retain authority over 
water sector policy and approval of major projects, while the provincial people’s committees are 
responsible for the smaller water supply services in their respective jurisdictions. The 
government encourages private bulk water development through BOT schemes with various 
forms of take-or-pay arrangements, particularly for the industry sector. Water tariffs in Viet Nam 
remain heavily subsidized and are not market oriented. Within the system there are 
considerable cross-subsidies between different classes of consumers. Foreign private 
investment in Viet Nam’s water sector is low. Key challenges include various project approval 
and construction delays, cumbersome land access and resettlement negotiations, lack of 
enforceable guarantees, and unrealistic risk allocation. 
 

b. Public–Private Partnership Issues and Opportunities  
 
9. The government is in the process of strengthening the enabling environment for PPP. 
Recognizing the limited success in carrying out PPPs to date, specific actions are being taken to 
address existing legal, regulatory, institutional, and financial constraints. 
 
10. Legal and regulatory issues. On 15 January 2011, the prime minister issued decision 
71 promulgating the Regulation on Public–Private Partnership Investment Piloting. The PPP 
pilot regulation is intended to apply to projects implemented over a 3–5-year period, at which 
time it is anticipated the regulation will be replaced by a more comprehensive PPP law. The 
PPP pilot regulation supplements an existing regime under decree 108, or the BOT Decree, 
which regulates investment in infrastructure projects carried out under BOT, 
build–transfer–operate, and build–transfer contracts. However, only two BOT power projects are 
in operation under this regime. The government's intention is that the new PPP pilot regulation 
signals a new beginning for increased PPP transactions in Viet Nam. The Ministry of PIanning 
and Investment (MPI) is spearheading various efforts to build broader support for PPP with 
other national government ministries and provincial and local government agencies. A PPP 
interministerial task force team has been established, comprising MPI as chair and other 
relevant ministries as members. It is expected that this task force will be elevated soon, and will 
be headed by the deputy prime minister. A smaller core PPP task force at the MPI (initially with 
five staff) is operational and is responsible for day-to-day implementation of the PPP piloting 
initiative. In April 2012 the MPI minister signed a ministerial decision that designates the MPI’s 
Public Procurement Agency as the agency responsible for implementing the government’s PPP 
program. A formal dedicated PPP Office was established on April 2012 within the MPI’s Public 
Procurement Agency.  
 
11. Institutional and capacity issues. There has to date been a lack of government 
capacity (i.e., ability to prepare quality feasibility studies and carry out effective, competitive, 
tender processes) to develop a pipeline of bankable PPP projects. The government is in the 
process of strengthening its institutional capacity to manage its PPP program. With assistance 
from a number of development partners and donors, the MPI is establishing a centralized PPP 
unit to provide overall guidance and support for PPPs in Viet Nam. Another institutional issue is 
the widespread dominance of SOEs as project investors. This can create confusion as to their 
role in PPPs regarding the allocation of risk and the transparency of contractual arrangements. 
The government intends to have PPP projects tendered by an authorized state agency to 
preclude any SOE owned by such agency from bidding for the project. 
 
12. Financing issues. The finance sector in Viet Nam is still relatively underdeveloped and 
unable to provide sufficient long-term capital needed by investors. Foreign banks are the most 
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reliable source of medium- and long-term lending. Viet Nam’s bond market remains small. 
Lenders seek credit enhancements and guarantee mechanisms for foreign-denominated debt 
from sources such as export credit agencies. With few exceptions, most observers believe that, 
until Viet Nam has a more established track record for PPP, credit enhancements and 
guarantees will be important to making PPP projects bankable.  
 
13. Land issues. There is no system of private property in Viet Nam. The state owns the 
land, and residents and investors buy and sell the rights to use it with a type of freehold title. 
Land use rights can be bought, sold, inherited, and used as collateral for a loan. Nevertheless, 
the state can reclaim any land at any time. Hence, investors and developers generally acquire 
land in two ways: (i) receiving an assignment of a land use right (assignment method), or (ii) 
paying compensation to land users (compensation method). Only local companies may use the 
assignment method; both local and foreign-invested companies may use the compensation 
method. Difficulties in finding and preparing a site are one reason that many investors have 
preferred to arrange a joint venture, with the local partner contributing the land and arranging 
clearance from local authorities for its use. 
 
14.  Governance, poverty and gender. With the high stakes involved in large infrastructure 
projects in several sectors, challenges remain, particularly the presence of weak governance 
and oversight ability in dealing with PPP issues, as well as the threat posed by collusion and 
corruption. Although the government has issued a PPP regulation, there are still risks of 
misallocation of scarce public resources. The government is taking an active approach against 
corruption, and recently adopted several legal changes, including the Anti-Corruption Law, 2005. 
The project will aim to contribute indirectly over the long term to poverty reduction through 
greater access to markets, and economic and employment opportunities, among other things. 
The model PPPs to be pursued under the project will help in direct job creation. Actions will be 
undertaken to mainstream gender at the PDF and PPP project levels. 
 
 3. ADB Sector Experience and Assistance Program 
 
15. The PDF design has been based on ADB experience gained in other countries such as 
India, Indonesia, and the Philippines. The PDF will support the efforts of the recently established 
PPP Office in the MPI to introduce best practices in preparing, transacting, and managing PPP 
projects. The project is expected to complement assistance provided by Agence Française de 
Développement and potentially other development partners such as the Department for 
International Development of the United Kingdom.  
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Problem Tree for Public–Private Partnerships 

 
 
 
 
 
 

 
 
 

 

Limited number of PPP projects and private sector investment in infrastructure 

 

Weak public sector 
strategic management of 

PPP program 

 

Private sector’s lack of 
interest in participating in 

PPP  

No identified pipeline of 
commercially viable PPP 

projects 

Absence of a conducive environment for PPP and private sector participation 
Deficiencies in operating environment and lack of government capacity to promote, develop, operate, and manage PPP 

projects 
 

Constraints in 
the regulatory 

and legal 
framework 

 

Institutional 
limitations of, 
and lack of 
support for, 

PPP 
processes 

Limited 
information on 

PPP 
processes, 
procedures, 

and best 
practices 

Limited access 
to adequate 

financial 
support and 

risk sharing for 
PPP  

Effects 

Causes 

Absence of 
PPP 

regulations 
and 

implementing 
guidelines 

 

Limited 
government 
capacity to 

develop and 
manage PPP 

projects 
 

Absence of 
detailed 
specific 

guidelines for 
PPP 

 

Absence of 
long-term 

debt financing 

 

Lack of 
interagency 
coordination 

and weak 
governance 

for PPP 

 

Lack of 
appropriate 

risk mitigating 
instruments 

PPP = Public Private partnership; P3SP = PPP Support Program 
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Sector Results Framework (Public–Private Partnerships, 2013–2016)  

 
Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with  
ADB Contribution 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

Improved government 
capacity to catalyze 
PPPs and 
infrastructure 
investments 

 

By 2014, at least two 
commercially viable 
PPP projects are 
successfully bid out 
and ready for 
implementation 
 
By 2016, at least four 
commercially viable 
PPP infrastructure 
projects are 
successfully bid out 
and ready for 
implementation 

 

Institutional 
mechanisms for 
developing bankable 
PPP projects 
established 

 
 
 
 
 
 
 

 
 
Strengthened PPP 
enabling framework 
and improved 
institutional capacity 
for PPP 

 
 

PDF established by 
December 2012 with 
$20 million seed 
capital  
 
Implementation of 
the medium-term 
capacity building 
plan completed and 
initiated by July 
2013.  
 
The interministerial 
task force on PPP is 
restructured by March 
2013.  
 
Sector laws and 
regulations reviewed, 
guidelines issued, and 
standard operating 
procedures for the 
utilization of funds 
through the PDF 
issued by February 
2014 

Planned key activity 
areas 

Power, transport, and 
water sectors 

Pipeline projects with 
estimated amounts 

Projects will have capital 
cost of greater than $20 
million–$30 million 
 
Ongoing projects with 
approved amounts 

Not applicable 

Planned key activity 
areas 

PDF operational by 
December 2012 

Pipeline projects  

By June 2013, two pilot 
projects identified for 
processing by PDF 
 
Pipeline of 10 PPP 
projects processed by 
PDF by 2016 
 
PDF fully operational with 
pooled resources from 
other donors; financial 
closure of at least 2–3 
projects by 2016 
 
Ongoing projects  

Not applicable 

ADB = Asian Development Bank, PDF = project development facility; PPP = public–private partnership. 
Source: ADB 

 
 




