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EXECUTIVE SUMMARY

A. Building on Success

Viet Nam has remarkably reduced its poverty over the last decade, from about 58.1% in
1993, to 23.2% in 2004, and an estimated 22.0% in 2005. Gross domestic product (GDP) per
capita increased from $288 in 1993 to $622 in 2005, with a marginal increase in inequality. This
was achieved through sustained business-led growth in economic output and employment,
combined with Government-led targeted poverty reduction interventions. The private sector
created most new jobs over the last decade. The Government has managed to balance needs
for (i) economic stability, (ii) development of a market-oriented economy, (iii) private sector
development, (iv) infrastructure development, (v) human development, (vi) domestic resource
mobilization, and (vii) regional and international economic integration. The challenge during the
new country strategy and program 2007–2010 (CSP) implementation period is to build on this
success by (i) learning from recent development experiences, (ii) working with key stakeholders
to identify and reduce bottlenecks and concerns, (iii) seizing newly emerging economic
opportunities, and (iv) enhancing high-quality growth with social inclusion without pressure on
environmental resources.

B. Challenges to Sustaining Growth and Rapid Poverty Reduction

Viet Nam’s investment to GDP ratio is high by regional and international standards. The
challenge now is to improve its efficiency. This will require better management of public
expenditure and resources, including sustained efforts to control corruption. Increasing the
private sector share of total investment by creating an enabling environment and providing
infrastructure will also help increase investment efficiency and accelerate job creation. The CSP
primarily focuses on these needs.

Sustaining Rapid Economic and Employment Growth. This will require efforts to
increase national competitiveness and private investment to maximize the potential benefits
from greater regional and international integration. Businesses are seeking support to (i)
accelerate infrastructure development, (ii) enhance human resource development, (iii) improve
financial intermediation, and (iv) solve remaining policy and institutional bottlenecks slowing
private investment. With the economy’s integration into the global economy resulting from the
anticipated World Trade Organization (WTO) accession in 2006, the Government needs to do
more to (i) strengthen regional and international cooperation to promote competition; (ii) improve
the planning, selection, and implementation of public sector projects; (iii) institutionalize greater
transparency and accountability in public policy and investment planning and implementation
processes; and (iv) rely more on private investment to facilitate balanced and efficient
socioeconomic development. Public–private partnerships will be needed to meet rapidly
increasing demand for better infrastructure, and to promote increased capital flows, technology
transfer, implementation efficiency, and absorption capacity.

Ensuring Equitable and Balanced Development. Despite the successes, regional
inequalities remain. Poverty is complex and entrenched in many isolated districts and
communes and in remote rural areas, particularly among ethnic minorities. Targeted programs
are still not reaching all the poorest people and could be better defined. The basic services and
infrastructure needed to access markets must be provided, and administrative obstacles to
private investment removed, to generate income and jobs in poor areas. More effective
decentralization could help. Subnational capacity must be strengthened to plan, develop, and
maintain local social and economic infrastructure and administrative reforms.
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Better Management of the Environment. Rapid economic growth is increasing
pressures on the natural and urban environments. Concerted efforts are needed to strengthen
capacity to better manage the environment at the sector, national, and regional levels, and to
ensure that the urban environment does not deteriorate and that infrastructure is not
overstretched as a result of rapid growth. Natural resources must be better protected and
managed, and pollution from farming and manufacturing activities controlled. Key environmental
issues—such as biodiversity and water resource management, and control of diseases and
illegal trade—need to be addressed nationally as well as through regional cooperation.

C. Government Strategy to Deal with these Challenges

Reducing poverty incidence to 10–11% by 2010 is an overarching goal of the 2006–
2010 Socio-Economic Development Plan (SEDP). Its aims include, among others, to (i)
accelerate and sustain economic growth and development; (ii) significantly improve people’s
material, cultural, and spiritual life; (iii) create the foundations to boost industrialization and
modernization and gradually develop a knowledge-based economy; and (iv) enhance Viet
Nam’s status in the region and in the world. The SEDP has a strong results orientation, with
performance indicators that include the Viet Nam Development Goals (VDGs) and the
Millennium Development Goals (MDGs). The SEDP was prepared in an intensively participatory
and consultative manner, with substantive inputs from a broad range of interest groups. The
main targets are specified to ensure sustainable development across three axes: the economy,
society, and the environment.

Economy. Outcome targets include the following: (i) accelerate economic growth by
7.5–8.0% per annum, (ii) increase per capita income to $1,050–$1,100 by 2010 and exit from
low-income country status, (iii) maintain national budget revenue at about 21–22% of GDP, (iv)
increase exports by 14–16% per year, and (v) bring gross domestic investment to around 40%
of GDP. The SEDP stresses the important role of business development, a level playing field for
all businesses, increased competitiveness, and increased private investment in generating
economic and employment growth.

Society. Targeted outcomes relate to realizing the MDGs and VDGs. The SEDP targets
investments to reach vulnerable groups, and to improve urban services outside the main cities
to ensure balanced development. The SEDP gives health and education a central role. The
Government is committed to increase financing in health care and education, improve the
quality and availability of health and education services, and coordinate disease control and
curriculum development programs with the poverty reduction agenda.

Environment. The SEDP calls for (i) a better regulatory framework for environmental
management, (ii) stronger environmental planning capacity, (iii) stronger environmental
monitoring, (iv) more public financing for environmental management and protection, and (v)
application of the polluter-pays principle throughout the country. The SEDP also argues that
preventing natural and urban environmental problems is better than fixing them later.

Governance and Controlling Corruption. The Government stresses the need to
improve governance, reduce waste, and better control corruption. A broad range of measures
are being undertaken in public administration, civil service and regulatory reforms. The recently
passed Law on the Prevention and Combating of Corruption, enforces a number of these
measures including, encouragement of the civil society organizations and mass media to play
an active role in exposing corruption; mandatory declaration of assets and income of public
officials and their close relatives; and assumption by heads of government agencies the full
accountability for their respective operations.
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D. Supporting National Efforts to Further Reduce Poverty

The Asian Development Bank’s (ADB) goal is to help the Government reduce poverty
incidence to 10–11% by 2010. Sustained economic growth—fuelled by entrepreneurship,
investment, and increasing regional and international integration—will be needed to generate
self-employment and wage employment. The CSP’s results-based approach is directly linked to
supporting the SEDP’s targeted outcomes. It is more selective, with a strong focus on removing
bottlenecks to accelerate private sector investment. Support will also be directed at achieving
social equity and balanced development, and improving environmental management. The policy
of promoting good governance with zero-tolerance of corruption will be emphasized in all ADB
operations. Opportunities to promote regional cooperation and a gender dimension will be
sought in all relevant interventions.

The CSP targets a more substantive role for ADB’s private sector operations in
complementing public sector operations. This will require more focused and coordinated efforts
by ADB public and private sector financing operations. Opportunities will be sought to work with
private and public sector partners in key infrastructure such as power generation and
transmission, and transport, including urban mass-transit systems. Opportunities to support
private sector operations in other sectors will also be pursued.

Business-Led, Pro-Poor Economic Growth. ADB support aims to help the
Government develop the foundations for increased private sector investment and employment,
including assistance to (i) develop physical infrastructure, (ii) improve the business-enabling
environment through regulatory reforms, (iii) strengthen financial and related market institutions,
and (iv) develop human resources. Through its private and public sector operations, ADB will
help the Government remove transport, power, and urban infrastructure bottlenecks. ADB plans
to directly help improve the business-enabling environment (including through regulatory, state-
owned enterprise, and governance reforms) to develop financial and related market institutions
and the human resources needed to meet increasing demand for skilled and semiskilled
workers, and to increase labor productivity. Regional cooperation through the Greater Mekong
Subregion (GMS) program will be promoted to help develop cross-border trade and new
economic opportunities in otherwise isolated border areas, and address cross-border concerns
such as communicable diseases and adverse development impacts.

Social Equity and Balanced Development. Viet Nam’s inclusive approach has
contributed to the country’s development success. ADB plans to continue helping the
Government implement its targeted poverty reduction and social development programs for
vulnerable groups; but even these programs will focus on improving economic opportunities to
ensure sustainable reductions in poverty. Gender and other equity issues will be included and
addressed as appropriate in ADB interventions. In supporting regional cooperation, ADB will
look for opportunities to improve links with isolated rural areas along border provinces.

Environment. The CSP includes a sector focus on the link between natural resource
depletion and poverty reduction through water and coastal resource management. ADB support
to conserve the environment and biodiversity will include a focus on natural resource
management, livelihood improvement interventions, urban environment improvement, and
regional environment initiatives. The CSP includes initiatives to improve urban development and
planning in selected cities. Support will be provided to improve public services outside the major
cities (e.g., the pilot urban sector development project in Thanh Hoa) to help avoid the urban
problems associated with rapid growth in mega-cities elsewhere in Asia. Efforts will be made to
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encourage private sector investments in mass transport and other urban environment
improvement initiatives, including a water financing program.

Regional Cooperation and Integration. Construction of the GMS east–west economic
corridor infrastructure is expected to be completed during the CSP, and progress will be made
in developing the Kunming–Hai Phong corridor. Progress will also be made in developing the
regional power interconnections between the People’s Republic of China and Viet Nam, and the
Lao People’s Democratic Republic and Viet Nam. While the GMS Economic Cooperation
Program (GMS Program) has been ADB’s primary vehicle supporting regional cooperation in
Viet Nam, the CSP aims to broaden support in developing regional links. In addition to physical
connections, regional transfers of capital and technology and access to regional markets have
been important drivers of Viet Nam’s development. Achieving greater synergy between the
SEDP, the GMS Program, and other regional cooperation and integration initiatives is an
important thrust of the CSP. The CSP aims to improve social and environmental safeguards
related to regional cooperation and integration, including support for the GMS biodiversity
conservation initiative, and regional initiatives to solve regional communicable disease issues.
Support will also be provided to help Viet Nam make the necessary social and economic
adjustments related to ASEAN Free Trade Area (AFTA) and WTO obligations.

Differences from the Previous CSP. The CSP differs from the previous strategy as it
(i) is a results-based approach that is more directly linked to the SEDP, (ii) has an increased
focus on creating an enabling environment for pro-poor private sector investment, (iii) has more
substantive private sector operations and better links between public and private sector
operations, and (iv) more closely integrates regional cooperation and integration considerations
(especially the GMS Program). The CSP was also prepared with wider stakeholder participation
(the private sector, international and domestic non governmental organizations and other
bilateral and multilateral development partners).

E. Operational Aspects of the CSP

Results-Based Approach. The CSP is designed to show results during implementation.
It recognizes the considerable potential to build on earlier ADB interventions. Sector road maps
describe key expected outcomes from ADB assistance, the results chain, links, and results
indicators for monitoring implementation. The CSP highlights the need to improve project
preparation and design processes and knowledge products to improve development impacts,
reduce transactions costs, improve implementation performance, and monitor CSP performance
to ensure that ADB is accountable for achieving the intended development results.

Asian Development Fund (ADF) Allocations. Viet Nam’s ADF allocations have been
derived on the basis of the results of the 2005 country performance assessment (CPA) using
the performance-based allocation formula. The preliminary ADF allocation for Viet Nam for
2007–2008, based on the 2005 CPA, has been set at $599 million. The ADF assistance
program for 2009 is tentative, with actual ADF assistance levels subject to the 2007 CPA and
the outcome of the discussions on the next ADF replenishments. ADF resources will play a
crucial role in ADB’s strategy to support the poverty reduction and other social goals set out in
SEDP.

 Ordinary Capital Resources (OCR) Provisions and Private Sector Operations. As a
group-B1 country, Viet Nam is eligible for a blend of ADF and OCR assistance. The
Government has expressed growing interest in the potential use of OCR in the country’s
investment requirements during the plan period. However, given that Viet Nam still has limited
experience in using OCR assistance for projects (one each in 2004 and 2005) actual levels of



v

OCR lending will be determined by the country needs, its debt sustaining capacity and the
availability of well designed projects. Initially OCR assistance will be used for high-priority
revenue-generating projects. Additional OCR will also be made available through private sector
operation investments. ADB will proactively employ its existing and new financial instruments,
loan guarantees, risk insurance, trade facilitation, and equity fund investments.

Cost-Sharing Arrangements. ADB will finance a maximum of 90% of overall project
costs (on a portfolio basis) during CSP implementation. The share of ADB financing was
increased in response to Government request to better harmonize ADB practices with other
development partners in line with the Hanoi Core Statement. The increase is also expected to (i)
facilitate timely implementation of ADB-assisted projects; and (ii) free up limited Government
resources for other priority projects (including Government-financed targeted poverty reduction
programs).

Operational Program. The 2007–2009 public sector lending program consists of 18
ADF- and 9 OCR-financed national projects, 2 blend (ADF and OCR) projects amounting to
about $3 billion, plus 7 GMS projects involving Viet Nam for about $970 million. The assistance
envisaged to use OCR resources is expected to evolve during this CSP period. Private sector
operations will finance additional projects, where feasible. The technical assistance (TA)
program for the same period comprises advisory and project preparatory TA, amounting to
about $24.4 million. The TA program will be augmented, where possible, through ADB-
administered trust funds and cofinancing from other development partners. Economic and
sector work, which forms the basis for ADB’s support for policy reform, capacity building, and
institutional strengthening, will be focused on targeting business development, the rural–urban
transition, and regional cooperation and integration. Special initiatives—such as Making Markets
Work Better for the Poor, the Japan Fund for Public Policy Training, and the Phnom Penh Plan
for Development Management—will help strengthen market institutions and develop institutional
capacity.

Results-based monitoring and evaluation systems are needed to track and assess
SEDP and CSP implementation progress, and to actively manage ADB’s assistance to Viet
Nam. ADB and the World Bank have helped develop the results framework and the monitoring
and evaluation framework of the SEDP in close collaboration with other development partners.
These systems will be further strengthened during implementation. Regular consultations are
held with civil society organizations as part of the ongoing results monitoring process.

Tackling Corruption. The SEDP recognizes that Viet Nam’s ranking of 102 out of 144
countries in the Transparency International’s corruption perception index is a concern.
Accordingly, the regulatory and institutional framework to deal with corruption has been
considerably strengthened with the passage and enforcement of relevant new laws. The
challenge now is to improve enforcement and enhance transparency. The CSP will help the
Government fight corruption by (i) directly supporting legislation (e.g., new anticorruption laws,
and regulations on anti-money laundering); (ii) supporting further regulatory and administrative
reforms (including business licensing) to reduce opportunities for corruption; (iii) helping draft a
civil service law for submission to the National Assembly for consideration in 2007; (iv) focusing
more on participatory processes in project planning and monitoring; and (v) cooperating with the
Government and development partners to solve governance issues at the sector and project
levels.



I. CURRENT DEVELOPMENT TRENDS AND ISSUES

A. Overview of Development Outcomes and Issues

1. Viet Nam’s recent socioeconomic development progress has been remarkable. The
country’s success in reducing general poverty incidence by almost two thirds in just 11 years is
unprecedented. Poverty was cut from 58.1% in 1993, to an estimated 22% in 20051. During this
period, income per capita has grown from $288 to $622, with a modest increase in income
disparities.2 Broad-based and vigorous economic growth, greater macroeconomic and political
stability, and targeted programs to provide basic public infrastructure and services to vulnerable
groups have all helped reduce poverty. While income inequality has only increased marginally,
significant pockets of poverty remain. Households whose consumption is just over the poverty
line are vulnerable to external shocks (e.g., low agriculture commodity prices and disease
outbreaks). They remain at risk of falling back below the poverty line.

2. Poverty reduction has been underpinned by rapid, stable, and inclusive economic
growth3, following Viet Nam’s steady transition from central planning to a socialist-oriented
market economic system. This transition has involved the liberalization of markets, recognition
of private property rights, and a gradual opening up of the economy to external markets for
trade and investment. Political stability, prudent macroeconomic management, relatively
equitable distribution of the factors of production, and effective and equitable investments in
human resource development facilitated a strong response to reforms. Sustained agriculture
growth of nearly 4% in the past decade, resulting from reforms and improved incentives, was
pivotal in reducing poverty in the early stages of reforms. More recently, rapid growth in private
sector investment has generated substantial new jobs in industry and the services.

3. Despite remarkable progress, more needs to be done to eradicate poverty and improve
living standards. Rapid economic growth and programs targeting poverty and social equity need
to be sustained. This implies a need to (i) accelerate infrastructure development to overcome
weaknesses and respond to rapidly growing demand for new infrastructure; (ii) create a
business-friendly environment by removing policy, institutional, and structural bottlenecks to
increase private investment; (iii) improve financial intermediation; and (iv) develop human
resources to meet the increasing demand for a more skilled and productive workforce.

4. Viet Nam is endowed with much natural resources—oil and natural gas, forests,
minerals, and marine life—and is strategically located in the Greater Mekong Subregion (GMS),
providing the People’s Republic of China’s (PRC) with a gateway to members of the Association
of Southeast Asian Nations (ASEAN), with a long navigable shoreline, deep-water ports, and
road links with neighboring countries. The country has an enterprising and entrepreneurial
population, a dynamic private sector, and an educated, skilled, and low-cost labor force. Growth
and prosperity will depend upon Viet Nam continuing to exploit these strengths and
opportunities in a sustainable and equitable manner.

1  2006. Governtment of Viet Nam. Socio-Economic Development Plan 2006–2010. Hanoi.
2  The Gini coefficient increased from 0.34 in 1993 to 0.37 in 2004.
3  ADB. 2006. Asian Development Outlook 2006, Manila.
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B. Economic Growths

5. Viet Nam is one of the fastest-growing economies in Asia, recording an average annual
growth in gross domestic product (GDP) of about 7.5% over the last decade.4 Growth of 8.1% in
2005 was fuelled by a robust increase in domestic demand and strong export performance.
Growth in consumption was underpinned by higher farm incomes (reflecting rising prices for
agricultural commodities), increases in the employment share of manufacturing and service
sectors, and buoyant inward remittances. Growth has been achieved with relative
macroeconomic stability.

6. The fiscal deficit has remained well under 5.0% of GDP in recent years (2.8% in 2005,
excluding net lending). Revenues during the last 5 years, on average, have been strong at
around 22% of GDP, supported by improvements in tax administration, growing numbers of tax-
paying businesses in the formal sector, and higher oil receipts. However, this may overstate the
fiscal strength as some expenditure, such as those from the development assistance funds and
other infrastructure funds, remain off-budget. Inflation remained high at 8.4% in 2005 (albeit
somewhat lower than 9.5% in 2004) resulting mainly from higher prices for food, oil, steel,
cement, and fertilizers. This was fed by a 30% increase in the salary of professionals. The
inflation figure, however, could understate price pressures because of the Government’s
regulation of power and transport prices. Inflationary pressures will thus need to be carefully
managed.

7. In the external sector, the current account deficit fell to 3.6% of GDP in 2005, from 5.7%
in 2004, with strong growth in private remittances, tourism receipts, and earnings from crude oil
exports. External debt is equivalent to about 39.5% of GDP. This low level of mostly highly
concessional debt means that Viet Nam faces a low risk of external debt stress. Foreign
exchange reserves more than doubled in the past 3 years, to $7.7 billion in 2005.

8. The investment–GDP ratio has been increasing, and was high at 37.6% in 2005.5 The
Government anticipates this ratio to reach 40% of GDP during the SEDP period. However,
despite recent marginal improvements (Figure 1), capital productivity remains low (as reflected
in an incremental capital output ratio of 4.8:1). Hence, this ambitious investment target implies a
need for strenuous efforts to strengthen the financial mechanism to help generate domestic
resources, improve investment decision making, and increase transparency to manage and
prioritize limited resources.

4  Viet Nam’s economic growth exceeds that of all other countries in the Asia and Pacific region, except the PRC,
while also recording unprecedented reductions in poverty, sustained macroeconomic development, and continued
improvement in key human development indicators such as education, health, and life expectancy.

5  This is the second highest in Asia and the Pacific region after the PRC. While Viet Nam’s savings ratio is also high,
capital efficiency must be increased to sustain high growth.
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9. The structure of the economy is changing markedly, with a steady increase in the share
of industry and services, and a steady decline in the share of agriculture (including fishery and
forestry) in GDP (Table 1). Agriculture generates only about 21% of the GDP, and its 57% share
in total employment will continue to decline. Agriculture labor productivity will need to grow if the
real incomes of agriculture workers are to keep pace with national averages. Many agricultural
workers will seek higher-paid employment in industry and the services. That many of these jobs
will be in urban areas suggests an accelerating rural–urban transition.6 Achieving rapid
employment growth, while ameliorating potential adverse social and environmental impacts of
rapid urbanization, will be key development challenges over the next 5 years.

10. Rapid industry and service output growth has underpinned economic growth. Industry’s
share of economic output has increased steadily, reaching over 40% of GDP in 2005, partly
reflecting ongoing market reforms, the gradual reduction in barriers to competition and private
sector development, an affordable labor force, and improvements in physical infrastructure. The
manufacturing sector has been a major source of growth in output and employment.
Manufacturing output rose by 13% in 2005, with diversified growth in production for both
domestic and export markets. The share of services has declined marginally, but still accounts
for nearly 40% of GDP. Greater diversification in industrial production and services is laying the
foundation for sustained growth. This economic transformation is changing the pattern of
development, with most new jobs being created by the private sector in existing, and newly
emerging, urban areas and along key transport corridors and coastal provinces.

6  The Government recognizes that households migrate to escape poverty. A recent Operations Evaluation
Department (OED) case study of Viet Nam concluded that for some areas with limited agriculture land (agriculture
land is scarce in Viet Nam), the “most effective and long-term solution for poverty exit in those regions seems the
migration of the surplus rural labor out of agriculture and away from the poor regions, so that the remaining farmers
can … make a decent living on agriculture” ADB. 2006. Poverty Exit and the Effectiveness of Poverty Reduction
Interventions: Problems in the Targeting Approach. Manila [p. 94].

Figure 1: GDP Growth, Investment, and Incremental Capital Output Ratio
(1997 2005)

GDP = gross domestic product; ICOR = Incremental Capital Output Ratio
Source: Based on the Government’s General Statistics Office data.
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Table 1: GDP Structure, Growth, and Employment

Item 2010 2006 2010 2005 2001 2005 2000 1996 2000 1995
Average Annual Growth of GDP (%)  7.5–8.0 8.4 7.5  6.9
 Agriculture, forestry, and fisheries  3–3.2 4.4 3.8  4.4
 Industry and construction  9.5–10.2 10.2 10.2  10.6
 Services  7.7–8.2 8.5 7  5.7
Relative Share of GDP (%)
 Agriculture, forestry, and fisheries 15–16 20.9  24.5  27.2
 Industry and construction 43–44  41  36.7  28.8
 Services 40–41  38.1  38.8  44
Employment (Labor) Structure (%)
 Agriculture, forestry, and fisheries 50  57  68.2  71.1
 Industry and construction 23–24  18  12.1  11.4
 Services 26–27  25 43 19.7 31.8 17.5
Sources: Compiled from the Government’s General Statistics Office data and SEDP, 2006–2010.

11. The manufacturing sector has been a major source of growth in both output and
employment. Manufacturing output rose by 13.0% in 2005 with continuing growth in a wide
range of products for both domestic and export markets. While growth rates dropped sharply in
2005 from very high levels, garments and footwear products (mostly locally assembled under
subcontracts) still remain the two major items accounting for a major share of manufactured
exports. Wood products and electronic goods now account for a rapidly growing share of total
manufactured exports.

12. Strong export growth has complemented strong growth in domestic consumption.
Exports grew at an average annual rate of about 17% in 2001–2005, following average export
growth of 24% per year in 1993–2000. The ratio of exports to GDP increased, from about 55%
in 2000, to 61% in 2005. While other Asian economies remain the dominant market for
Vietnamese products (about 50%), 23.6% of Viet Nam’s exports went to the European Union in
2004 (12.6% in 1995), and 20.2% to the United States of America7 (3% in 1995). The structure
of exports is also becoming more diversified. Major exports include largely unprocessed
commodities such as crude oil, rice, marine products, coffee, and other agriculture products,
and manufactured products such as garments and footwear. Electronic goods and wood
products account for a growing share of exports. While it will be difficult to sustain the very
strong export growth rates of the last 15 years, implementation of ASEAN Free Trade Area
(AFTA) commitments and related agreements, and expected World Trade Organization (WTO)
accession in 2006 will provide new opportunities for export growth.

13. Foreign direct investment (FDI) has played an important role in Viet Nam’s recent
economic growth. It has provided capital, technology, know-how, and market access.
Neighboring Asian economies are the dominant source of FDI, the top five sources being
Singapore; Taipei China; Japan; Republic of Korea; and Hong Kong, China. Growth in industrial
output from FDI has exceeded that of the state sector for more than a decade. Growth of the
domestic private sector has accelerated since the late 1990s, and is now growing at a
consistently higher rate than that of the state sector. The increasing share of the domestic
private sector and FDI in industrial output is shown in Figure 2.

7 See also subsection I on regional cooperation and integration for related developments.
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14. The Government is increasingly recognizing the pivotal role that the private sector has
played in economic development and job creation. Preliminary estimates indicate that the
private sector generated almost 90% of the 7.5 million jobs created during the five years to
2005, of which 64% were generated by small enterprises employing fewer than five people.
Most of the 1.6 million new jobs Viet Nam needs to create annually in 2006–2010 are expected
to be generated by the private sector. The Government and ADB need to focus on facilitating
increased private sector investment and developing market institutions needed to promote
competitiveness and create jobs.

15. Recent initiatives to further improve the investment climate include: (i) approval of the
Unified Enterprise Law (UEL), aimed at strengthening business rights, improving corporate
governance, and ensuring a level playing field for domestic (state-owned enterprises [SOEs]
vis-à-vis private sector) and foreign businesses, and the Common Investment Law (CIL),
opening most sectors to private domestic and foreign investors; gradual equitization (i.e., partial
privatization) of SOEs, and; building the foundations for financial and capital market
development. To sustain progress, the Government has recognized the need to further reduce
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business costs by improving physical infrastructure, financial intermediation, governance, and
public administration, and promoting competition. It also needs to ensure that growth will be
socially equitable and environmentally sustainable.

16. Competition from neighboring countries is increasing with the implementation of AFTA
and related agreements. Competitive pressures will further increase as Viet Nam joins WTO.
Further improvements in the policy environment and continued efforts to address structural
weaknesses (e.g., in market institutions, SOEs, and the banking sector), more efficient public
service delivery, improvements in vocational and general education, development of public
infrastructure and utilities, and sustained macroeconomic stability are all needed to enhance
Viet Nam’s international competitiveness and to take full advantage of regional and global
cooperation and integration. This CSP aims to support such improvements.

C. Poverty8

17. Viet Nam has made good progress in achieving the Millennium Development Goals
(MDGs) and the Viet Nam Development Goals (VDGs).9  Viet Nam has already achieved its
poverty targets, halving income poverty and largely eradicating extreme poverty and hunger.
Good progress has also been made in achieving other social goals such as universal primary
education, gender equality, child mortality and maternal health, and access to safe drinking
water. Progress is being made in combating HIV/AIDS and other communicable diseases, and
in including environment sustainability in national policies and programs. Despite these
achievements, increased efforts will be required to ensure that key MDGs related to child
mortality, drinking water, the environment, and HIV/AIDS are met and to improve the quality of
key services such as education (Appendix 1, Table A1.1).

Table 2: National Poverty Rates
(%)

Item 1993 1998 2002 2004a

National Poverty Rateb 58.1 37.4 28.9 23.2
 - Urban 25.1   9.2   6.6 13.7
 - Rural 66.4 45.5 35.6 26.4
 - Kinh and Chinese 53.9 31.1 23.1 —
 - Ethnic minorities 86.4 75.2 69.3 —
National Food Poverty Ratec 24.9 15.0 10.9  6.9
 - Urban   7.9   2.5   1.9  3.3
 - Rural 29.1 18.6 13.6  8.1
Gini Coefficient (National) 0.34 0.35 0.37 0.37
a Poverty rate based on the new poverty line, set by the Government in 2005.
b Internationally comparable measure of the percentage of the population that cannot afford a threshold

consumption basket, which includes food (2,100 calories/day/family member) and non-food items.
c The percentage of the population that is too poor to afford the food part of the consumption basket, even if

they did not purchase any non-food items.
— = not available
Sources: The Government’s General Statistics Office data and the 2004 Viet Nam household and living
standard survey report, May 2006.

8  This section draws from ADB. 2006. Poverty Assessment. Manila, plus data and analysis presented in the SEDP
and Government reports to the consultative group meetings in December 2005 and June 2006.

9  Because of the strong progress made in key poverty-related MDGs, Viet Nam has established the VDGs, which
are even more ambitious.
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18. Although economic growth has benefited most of society, some groups have benefited
less than others. Poverty incidence (in 2004) was much higher in rural areas (26.4%) than urban
areas (13.7%). Food poverty has been largely eliminated in urban households (3.3%), but 8.1%
of rural households remain food-poor. Some 69.3% of ethnic minority households lived below
the poverty line in 2002, compared with 23.1% of the Kinh and Chinese households. Ethnic
minority children are less educated because of poor infrastructure and accessibility, language
and cultural barriers, problems in attracting good teachers to remote areas, and curriculum
relevance.

19. The poor have lower social indicators, including lower school enrollment (partly because
of difficulty in access and affordability) and health care. Low-income households typically have
lower levels of human capital because of greater difficulties in accessing and using health and
education services. Key challenges in reaching the poor include (i) mobilizing and allocating
more resources, (ii) improving the targeting of resources, (iii) enhancing efficiency by making
social services more demand-driven, and (iv) improving monitoring systems to make sure that
benefits reach the poor. Further reducing poverty is expected to be more challenging, requiring
targeted efforts to reach the more remote rural areas. Providing basic services and market
access will be essential to attract the household and private business opportunities needed to
reduce poverty in the more remote rural areas.10

20. The highest levels of poverty incidence (using international poverty standards) are in the
Northwest Mountains (51.9%), North Central Coast (36.5%), and Central Highlands (32.8%).
The largest absolute numbers of poor (using national poverty standards) are in the North
Central Coast (0.30 million households), Red River Delta (0.29 million), Mekong River Delta
(0.23 million), and Northern Mountains (0.26 million). Thanh Hoa and Nghe An provinces (North
Central Coast) have the largest absolute numbers of poor households.

Table 3: Poverty Rate in Viet Nam by Region
(% of population)

Region 1993 1998 2002 2004
National 58.1 37.4 28.9 23.2
1. Northern Mountains 81.5 64.2 43.9 —
 - Northeast Mountains — — 38.4 29.2
 - Northwest Mountains — — 68.0 51.9
2. Red River Delta 62.7 29.3 22.4 18.5
3. North Central Coast 74.5 48.1 43.9 36.5
4. South Central Coast 47.2 34.5 25.2 27.1
5. Central Highlands 70.0 52.4 51.8 32.8
6. Southeast 37.0 12.2 10.6  6.1
7. Mekong Delta 47.1 36.9 23.4 20.1

 — = not available
Sources: 1998, 2002, and 2004 Viet Nam household and living standard survey reports; Government Statistics Office
for 1993 data.

10 Household businesses (including farm households) are the most likely to identify and seize business opportunities
in remote rural areas. Efforts need to be made to work with such businesses to learn from their success, and to
identify remaining bottlenecks that need to be removed. This CSP includes a strong focus on such approaches
(e.g., rural livelihood and rural infrastructure projects).
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D. Political Environment

21. Viet Nam is a stable single-party state but with significant decision-making authority
delegated to the subnational levels. Local authorities can (i) decide on investment, budget,
education, public health care, and service delivery; (ii) approve investment projects valued
below D5 billion; (iii) decide on sources of revenues and expenditure items; and (iv) issue
construction licenses, business registration certificates, certificates of land-use rights, among
others. The administrative machinery has been further streamlined with the total number of
ministerial level agencies reduced from 48 to 39 during the past 4 years.

22. The 10th Party Congress in April 200611 reaffirmed the increasing Party recognition and
endorsement of the important contributions of the private sector and economic integration in
reducing poverty. The Congress endorsed the broad thrusts of the SEDP, reaffirming a growing
political commitment to reducing poverty through a market-oriented and open economic system,
in which private investment and employment are to play an increasingly prominent role. The
decision by the 10th Congress to formally allow Party members to own private enterprises sent
an important positive signal to domestic private investors.

23. The Party Congress also focused on the need to (i) strengthen governance to ensure
that public resources are used more efficiently and effectively, (ii) reduce misuse of public
resources, and (iii) control corruption.12 The Congress specified tighter guidelines governing
requirements that senior Party officials do not misuse their official powers.13 Following debate
about increased accountability, several candidates for central committee positions withdrew
their nominations. Two Party-nominated Government ministers were not reelected to the Central
Committee. These developments reflect growing public concern, increasing media attention,
and public debate about public sector efficiency and accountability.

24. The National Assembly (NA, elected every 5 years) is playing an increasingly proactive
role in debating critical development issues. Recent debates were on corruption, inefficient use
of public resources, budget allocations, and issues related to land management. Concerns
about corruption have led to the replacement of ministerial personnel. The focus of the
legislative program of the November 2005 NA session was on developing a legal framework to
facilitate WTO membership, including the UEL, the CIL, the Law on the Prevention and
Combating of Corruption, and the Law on Thrift and Misuse of Public Resources in 2005.14 A
June 2006 NA meeting approved the new SEDP, and also elected the country’s President, a
new Prime Minister, and ministers. The new leadership remains committed to reducing poverty,
improving public sector efficiency, and controlling corruption.

11  Party congresses are normally held every 5 years to make key decisions and to agree on major policy directions
and targets for the following 5 years. The Party Congress also appoints the Politburo and Central Committee.

12 Just before the 10th Party Congress, the vice minister of transport and other senior staff were dismissed over
allegations of corruption within project management unit 18 (PMU 18).

13  In his closing remarks to the Party Congress, Party secretary-general Nong Duc Manh stressed, “We attach special
importance to effective measures to highly promote socialist democracy, to build the power of the political system,
and to intensify the coordinated fight against corruption, waste and bureaucracy, resolutely preventing and driving
back these vices, making our organization and system healthier”. www.cpv.org.vn

14   ADB TA has helped the Government draft key legislations and implementing regulations, including the
anticorruption law passed by the NA in November 2005, which became effective in July 2006.

http://www.cpv.org.vn


9

E. Governance and Institutional Capacity15

25. The Government recognizes the urgent need to improve governance and control
corruption. The SEDP notes Government concerns that Transparency International’s corruption
perceptions index ranks Viet Nam 102nd among 144 countries. The Government aims to
improve governance via a broad range of measures, including (i) public administration and civil
service reforms; (ii) regulatory reform and simplification; (iii) encouragement to CSOs and mass
media to play an active role; and (iv) legislative reforms to directly eradicate corruption through
public disclosure and transparency in areas such as procurement, civil works, state-owned
enterprises (SOEs) equitization, management of land, and corporate and financial governance.
Under the Law on the Prevention and Combating of Corruption, which became effective in July
2006, several of these measures are being enforced. A key provision of the law relates to the
mandatory declaration of assets and incomes of state employees, including those of their
spouses and children. The law provides individuals with the right to request information from
specified bodies such as people’s committee. The law also rewards whistle-blowing by the
media, civil society, and other agencies. Heads of government agencies are also made fully
accountable for any corruption related issues in their respective operations.

26. The Government has recently worked with development partners in undertaking a public
expenditure review and conducting an integrated fiduciary assessment as a part of its efforts to
improve governance and public expenditure efficiency. An anticorruption steering committee
has been established, comprising representatives from the NA, the state procurator, relevant
Government ministries and or agencies, and the police, under the direct supervision of the
Prime Minister, with the authority to temporarily suspend vice ministers and chairs of people’s
committees if suspected of wrongdoing. This committee will guide the Government’s programs
to fight corruption and the misuse of public resources. ADB has helped the Government prepare
its anti-money-laundering law and the institutional framework to enforce its implementation.

27. ADB has supported the Government public administration reform (PAR) program,16

which aims to strengthen governance, ensure more efficient delivery of public services, reduce
business transaction costs, and control corruption. Despite progress, the Government
recognizes that many PAR projects are yet to produce the desired results. There is broad
recognition of a need to further strengthen the system of public administration to improve public
service delivery and reduce opportunities for corruption.

28. Commitment to controlling corruption is also reflected in the country’s decision to join the
UN Convention on Anticorruption in 2003, the ADB–Organization of Economic Co-operation and
Development (OECD) anticorruption initiative in 2004, and new laws enforced in 2006 to fight
corruption and the misuse of public resources. The aim is to ensure greater transparency in
public procurement,17 construction, SOE management and equitization, land administration,
state audit, and civil service (see Box 1 below). The UEL and the recently approved legislations
such as the Intellectual Property Law and the CIL are expected to improve public and corporate
governance. Several high-profile corruption cases are before the courts. The attention being

15 This section draws on ADB’s 2005 governance assessment, the SEDP, and other recent NA, Party Congress, and
the Government policy documents addressing governance.

16 The PAR master program comprised seven program areas: (i) institutional reform; (ii) organizational reform;
(iii) civil service reform (rightsizing); (iv) salary reform; (v) improvement of the quality of civil servants by training
and retraining; (vi) public financial management; and (vii) modernization of public administration, including
computerization of state administration. ADB has supported the PAR program mainly through training and
retraining of public officials and by helping to develop more effective training modules to meet skill needs, and
through support to e-government initiatives. With ADB support, a civil service bill is being drafted for NA
consideration in early 2007.

17 The Procurement Law (passed by the NA in November 2005) took effect in April 2006. This sixth update of the
tendering regime since 1996 reflects continuing Government efforts to improve public procurement practices.
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given to governance and corruption is encouraging.  Still, the CSP recognizes that corruption
needs to be addressed in all planned and ongoing ADB operations.

Box 1: Recent Anticorruption Measures and Challenges

Key Government (National Assembly) Measures
o The Law on Complaints and Denunciations amended in 2003
o Viet Nam signed UN Convention on Anticorruption in 2003
o Viet Nam joined the Asian Development Bank—Organization for Economic Co-operation and

Development Initiative for Anticorruption in Asia and Pacific in July 2004
o Law on Inspection approved by the NA in 2004
o Enactment of an anti-money-laundering decree in 2005
o The State Audit Office was made independent reporting directly to the NA in 2005
o Law on the Prevention and Combating of Corruption passed in November 2005 and effective in

July 2006
o Procurement Law passed by the NA  in November 2005 and became effective in April 2006
o Unified Enterprise Law (UEL) passed by the NA in November 2005 and became effective in July

2006

Challenges
o Strengthen human and institutional capacity of the Government Inspectorate and its provincial

offices, and ensure its independence to implement its mandates
o Introduce more transparent government policy and procedures at local levels
o Raise public awareness of anticorruption measures
o Strengthen the ethics and accountability of civil servants and party officials
o Effectively implement the corporate governance provisions under the UEL
o Effectively implement the Procurement Law and the Law on the Prevention and Combating of

Corruption
o Encourage media and civil society to more actively expose corruption at all levels

Sources: Compiled from various official documents

F. Gender Assessment18

29. Viet Nam leads the Asia and the Pacific region in key aspects of gender equality19. Viet
Nam performs well in delivering education and health services equitably to both men and
women. There is little difference between genders in school enrollment rates. Adult literacy is
high for everyone, and the gender gap in literacy rates has been declining. Viet Nam has one of
the highest economic participation rates in the world, with 85% men and 83% women
economically active. With 27% female members in the NA, Viet Nam has one of the highest
proportions of women in parliament in Asia and the Pacific region.

30. Viet Nam has a strong policy and legal framework to promote gender equality.
Vietnamese women have legal rights that women in many developing countries are still fighting
for, including affirmative policies for political participation, inheritance rights, generous maternity
benefits, and the right to make reproductive decisions. However, traditional beliefs sometimes
limit enforcement of these rights. On average, women work longer hours and are paid less than
men; women have limited access to resources such as land, property, and formal credit and job
training; and women are inadequately represented in decision-making positions, particularly at
the local level. Domestic violence, prostitution, and human trafficking remain concerns. Women

18 This section draws on ADB. 2005. Gender Assessment. Manila, plus on-going joint Government-donor gender
study reports.

19 Viet Nam had a gender-related development index value of 0.702 in 2005. International index values ranged from
0.96 (Norway) to 0.27 (Niger).
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from ethnic minorities are particularly disadvantaged: at least one in four is illiterate, and they
have much higher infant and maternal mortality rates. The new law on gender equality is
expected to address these issues and correct the gender imbalances among ethnic minority
groups20.

G. Private Sector21

31. A striking feature of Viet Nam’s rapid growth is the rise of the private sector, dominated
by small and medium-sized enterprises (SMEs). About 165,000 enterprises have been
registered under the 1999 Enterprise Law since its enactment in 2000. Most registered
enterprises (nearly 90%) are estimated to be SMEs, with registered capital of less than D10
billion ($625,000), and fewer than 300 employees. The SEDP envisages that by 2010, a total of
at least 500,000 enterprises will be registered under the UEL (Figure 4).

32. This growth has helped increase the private sector share of total GDP, employment, and
industrial output. The private sector now generates over 60% of GDP and employs 90% of the
total workforce.22 Rapid private sector development has been a key element of Viet Nam’s pro-
poor socioeconomic development. The domestic private sector generates more employment
and output per unit of investment than either the state sector or foreign investors.23

33. Sustained growth in private sector investment and employment will be essential to
continue with rapid, pro-poor economic growth. The World Bank surveyed some 9,632
Vietnamese enterprises in 2005 as part of the investment climate survey, using a questionnaire
designed to allow international benchmarking of key indicators. Findings about the key
constraints facing Vietnamese business and comparisons with other firms in East Asia and the

20  With support from ADB under the Technical Assistance to the Socialist Republic of Viet Nam, for Supporting the
Preparation of the Law on Gender Equality. Manila, (TA No. 4453 [financed by the Poverty Reduction Cooperation
Fund], approved on 26 November 2004, for $370,000). This law is expected to be passed by the NA in its
November 2006 session.

21 This section draws on ADB. 2005. Private Sector Assessment. Manila; and Viet Nam Development Report 2006:
Business, Hanoi.

22 Including farm households. The private sector’s share of total employment is higher than in most OECD countries.
23 The domestic private sector uses more labor than other sectors given its limited access to capital and land. With

limited capital, labor productivity and wages are often low, but such employment remains the primary option for
many workers.

Figure 4: Growth in Registered Enterprises (1999  2005)

               Source: Ministry of Planning and Investment. 2005. Business Registration Data. Hanoi.
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rest of the world are summarized in Table 4. Access to finance and land, and infrastructure
bottlenecks are more significant constraints in Viet Nam than in other countries.

Table 4: Major Binding Constraints on Business Investment in Viet Nam and Elsewhere

Constraint East Asia Viet Nam The World
Access to finance24    17.4a 37.4 30.1 a

Access to land     9.9 a 26.4 14.5 a

Labor skills and education  23.8 22.3           20.4 b

Transportation    15.2 a 21.6 12.4 a

Cost of finance  20.2 21.3           36.1
Macroeconomic instability    34.1 a 16.8 40.2 a

Electricity    24.4 a 15.7 24.4 a

Policy uncertainty    32.5 a 14.7 40.2 a

Tax rates    28.2 a 13.8 40.5 a

Corruption    28.6 a 12.8 36.8 a

a  statistically significantly different from Viet Nam at the 99% confidence level.
b  statistically significantly different from Viet Nam at the 90% confidence level.
Figures are the percentage of firms that consider the constraint either severe or major. East Asia comprises
observations from Cambodia, People’s Republic of China, Indonesia, Malaysia, Philippines, and Thailand.
Sources: Viet Nam Development Report 2005, p. 43. Data from World Bank investment climate survey database,
using unweighted averages.

34. The private sector has the potential to play a more prominent role in financing Viet
Nam’s large infrastructure development needs. Private sector investment in infrastructure (e.g.,
via build-operate-transfer [BOT] projects) has been constrained by ambiguity in Government
policies, and the limited capacity of local authorities to develop public–private partnership
opportunities.25 Conflicting regulations make private sector participation difficult or impossible.
Low tariffs, incomplete regulations, and “bundling” of sector utilities reduce the potential for
private sector participation. These barriers are expected to be reduced over the next 5 years,
providing opportunities for national and provincial demonstration projects. There is scope to
gradually increase private contractors’ participation in public procurement. Further efforts are
also needed to reform SOEs to make them more efficient, and to increase opportunities for
private sector investment. The UEL is a step toward developing a level playing field for all
enterprises, private and public, as well as domestic and foreign enterprises. All SOEs are also
required to be incorporated under the UEL by 2010.

H. Environment26

35. Rapid economic growth, a growing population, and rapid urbanization put pressures on
environmental quality. A more open economy has increased economic incentives to exploit
forest and other natural resources. Water quality has declined in many areas. Air pollution in
cities and industrial areas causes increasing respiratory problems. Greenhouse gas emissions
are rising and energy sector emissions have now surpassed emissions from agriculture.
Competition is increasing for scarce resources such as land, water, and forests, from competing
users and for urban development. Government concern about these realities is reflected in the
SEDP.

36. A large proportion of the population remains vulnerable to natural disasters, including
typhoons, flooding, drought, and communicable diseases such as avian influenza. The SEDP, in
recognition of the link between vulnerability to natural disasters and persistent poverty, gives
priority to economic and social infrastructure investment in disaster-stricken regions.

24 The financing needs of SMEs are met at high cost by borrowings from relatives and the informal market.
25 A draft decree on public–private participation is being discussed for finalization in 2006.
26 This section draws on ADB. 2006. Country Environmental Analysis. Manila.
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Vulnerability will be reduced and social welfare networks built by (among others) preventing and
mitigating natural disasters. The goal is to halve the number of people re-impoverished by
natural disasters or other risks. Embedded in the Government’s disaster risk management
strategy27 is the concept of including measures to prevent and minimize the effects of natural
calamities as a regular part of development programs and projects.

37. The Amended Law on Environment Protection, approved by the NA in late 2005,
became effective in July 2006. The law is more specific about what types of projects must be
subject to environmental impact assessments, and clarifies procedures and timing for such
assessments. The revised law (i) requires polluters to clean up pollution and compensate those
affected, (ii) introduces a license system for waste producers, and (iii) regulates generators of
“hazardous waste”.28 Environmental protection authorities are required to report to their
communities the names of polluting establishments. Citizens can demand that businesses or
government agencies explain pollution incidents, any impact a business is having on the
environment, and the environment protection measures adopted by the business. Annual “state
of the environment” reports must be published at industry, regional, and national levels.

38. Other environment-related legal instruments include the Law on Water Resources and
Land Law (1998), and the Forest Protection and Development Law (amended in 2004). The
National Disaster Management Strategy (approved in 2005) provides a framework for dealing
with floods, droughts, and other natural disasters. The National Water Resources Strategy
(approved in 2006) provides a framework for water resource management. The Ministry of
Natural Resources and Environment (MONRE) has central responsibility for (i) environmental
issues, (ii) land-use planning, (iii) integrated water management, and (iv) issuing Law on
Environment Protection implementing regulations. The Ministry of Agriculture and Rural
Development (MARD) is responsible for managing protected areas, forests, and river basins.
While these initiatives are important, their implementation remains a challenge.

I. Regional Cooperation

39. The SEDP recognizes the importance of regional cooperation and integration in attaining
the MDGs and VDGs. Districts in the border provinces are among the poorest areas in the
country, so their development is significantly influenced by cross-border links with Cambodia,
the PRC, the Lao People’s Democratic Republic (Lao PDR), and Thailand. At the same time,
Viet Nam has an important role in the GMS. It is strategically located, with large coastal areas
and several deepwater ports and road links. Apart from Thailand, Viet Nam is the only GMS
country that is part of the north–south, east–west, and southern economic corridors, providing a
rapidly growing market and serving as a vital gateway for the subregion.

40. Viet Nam is a major proponent of the transformation of the GMS transport corridors into
full-fledged economic corridors. Viet Nam has actively participated in GMS tourism, which is
expanding rapidly.29 Of the 26 ADB-assisted loan projects for the GMS30 approved by the end of
June 2006, Viet Nam participated in 5, with a combined amount of $572 million (for which ADB
extended $154 million in loans). In addition, Viet Nam was a recipient of all 4 multi-country ADB

27 Government of Viet Nam. 2001. Second National Strategy and Action Plan for Disaster Mitigation and Management
of Vietnam, 2001-2020. Hanoi: Central Committee for Flood and Storm Control of the Ministry of Agriculture and
Rural Development.

28 Decision 35 of the Prime Minister, approved in October 2005, assigned responsibilities among the ministries for
expanding Viet Nam’s participation in clean development mechanism (CDM) and including CDM activities into
provincial and sector development plans.

29 A GMS tourism sector strategy, including 7 core pillars and 29 priority projects, was prepared by the GMS tourism
working group and launched in October 2005.

30 With a combined value amounting to $6.5 billion, of which ADB extended $1.8 billion in loans.
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loans for the GMS, and has been involved in 98 of the 119 regional TA projects, for which ADB
has provided about $56 million.

41. Viet Nam has tremendous potential to benefit from greater regional cooperation and
integration, by fostering balanced socioeconomic development and better resource
management. During 1992–2004, Viet Nam’s combined exports to other countries in the
Mekong region—Cambodia, PRC, Lao PDR, Myanmar, and Thailand—grew by over 26% per
year on average, and its share of total exports expanded from 6.5% to 8.8%. Viet Nam’s real
GDP during the same period grew by 7.6% on average, and its openness ratio (total trade to
GDP) more than doubled from 50% to almost 130%, indicating the growing trade integration of
the country with the region and the world. The GMS Program has been ADB's primary vehicle to
support regional cooperation and integration in Viet Nam. ADB is also helping Viet Nam foster
broader regional links and enhance its capacity. In addition to physical connections, other
important drivers of economic development has been (i) regional transfers of capital and
technology, (ii) coordination on the financial sector, (iii) containing regional public bads such as
avian influenza, and (iv) access to regional markets.

J. Consultation with Country Stakeholders

42. Wider consultations are especially important because Viet Nam is at the forefront of
efforts to harmonize and improve the effectiveness of development assistance. To localize The
Paris Declaration,31 the Government and development partners adopted the Hanoi Core
Statement in July 2005, to make aid more effective in achieving the VDGs. Core elements of the
statement include the following: (i) ownership: Government ownership and leadership of
development efforts are reflected in SEDP priorities and strategies; (ii) alignment: development
partners commit themselves to align their development assistance with Viet Nam’s strategies
and to use strengthened country systems to manage and implement development activities, and
to avoid using parallel project management units (PMUs) created outside the existing structure
of the project implementing ministry; (iii) harmonization: development partners will work to
implement common, simplified procedures for planning, implementation, and reporting to the
Government on their activities; (iv) results: the Government and development partners will jointly
use results-oriented performance assessments to maximize aid effectiveness; and (v)
accountability: the Government and development partners are accountable for development
results.

43. The SEDP provides a strong Government-led basis to coordinate development
assistance using the results-based framework, and to begin realizing the Hanoi Core
Statement’s objective. Most official development assistance (ODA) partners indicated that they
plan to align their strategies with the SEDP, and that this should provide a common
(Government-led) basis for aligning development partners’ strategies, and for monitoring
development impact. ADB shared drafts of CSP-related documents and information with ODA
partners. ODA partners reaffirmed the need for ongoing knowledge sharing, cooperation, and
coordination. Most indicated a need for all development partners to move toward a consistent
results-based monitoring framework.32 Development partners recognized that given limited
resources, and Viet Nam’s large needs, each partner should focus on supporting a limited range
of outcomes.

31 The conclusions of the High-Level Forum on Aid Effectiveness held in Paris in March 2005.
32 ADB and the World Bank jointly provided support to the Ministry of Planning and Investment to develop the SEDP’s

results monitoring and evaluation framework.
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44. ADB works with a range of civil society organizations (CSOs),33 including domestic and
foreign non governmental organizations (NGOs), domestic mass organizations, and private
sector representatives as resource and development partners. Several rounds of consultations
were held with CSO representatives, including private sector associations, during CSP
preparation. CSO representatives suggested that the CSP should take into account (i)
vulnerable groups, including ethnic-minority and disabled-people’s groups, migrants, the
landless, and trafficked women; (ii) the balance between economic growth and social equity; (iii)
consistent cooperation with CSOs in CSP implementation by building in tripartite collaboration
between CSOs, ADB, and the Government, and through new partnership modalities that go
beyond working with CSOs as contractors and/or knowledge partners; (iv) avian influenza
control; and (v) management of social adjustment during the post-WTO accession to mitigate
the negative social and economic impact on the poor. The CSP reflects these inputs as
appropriate.

II. THE GOVERNMENT S DEVELOPMENT STRATEGY

A. Development Goals and Strategy

45. Preparation of the new SEDP began in September 2004.34 It involved a wide
consultative process35 and adopted, concrete actions to realize the objectives set out in the
various sector development strategies, the Comprehensive Poverty Reduction and Growth
Strategy (CPRGS), the VDGs, and Viet Nam’s international commitments”. The strategic thrusts
of the SEDP were endorsed by the 10th Party Congress in April 2006 and approved by the NA
in June 2006.

46. The SEDP envisions Viet Nam as “an industrialized country by 2020”, moving out of a
low income country status, and increasing average GDP per capita (about $622 in 2005) to
$1,050–$1,100 by 2010. The SEDP is also Viet Nam’s national poverty reduction strategy.36

The SEDP views business development, increased private investment, and increasing
international economic integration as crucial in providing the jobs and resources needed to
reduce poverty and improve living standards. Public services and infrastructure must be
improved quickly. The private sector is expected to help accelerate improvements in public
service and infrastructure. The SEDP also recognizes the importance of regional cooperation
and integration in attaining MDGs and VDGs.

47. The SEDP’s general goals are to (i) accelerate sustainable economic growth and
development; (ii) significantly improve people’s material, cultural, and spiritual life; (iii) create the
foundations to boost industrialization and modernization and to gradually develop a knowledge-

33 “According to Government statistics, Viet Nam had 320 national associations registered as of June 2005, more
than 2,150 provincial and municipal level associations, and tens of thousands of municipal, district, commune, and
ward level associations” (Viet Nam News [4 April 2006]).

34  Prime Minister Directive No. 33/2004/CT-TTG, on Preparing the Five-Year Socio-Economic Development Strategy
2006–2010, 23 September 2004. Key guidelines included: “The quality of development must be placed in top
priority, that is, fast economic growth must go in line with higher efficiency and more strengthened competitiveness,
the macroeconomic balance must be ensured, more investment in human resource development must be
committed, the process of poverty reduction must be pushed up, the physical and spiritual life of the people must
be improved, measures to eliminate social evils must be strengthened, and the environment must be protected...”

35 Drafts were communicated to and feedback obtained from the NA, the international and domestic non
governmental organizations, academia, research institutes, the general public, including diverse sectors such as
the disabled, overseas Vietnamese via the mass media and internet, and international development partners.

36 The SEDP (2006–2010) replaces the Comprehensive Poverty Reduction and Growth Strategy (CPRGS). The
SEDP (2001–2005) and CPRGS were based on the Socio-Economic Development Strategy (2001–2010).
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based economy; and (iv) improve Viet Nam’s status in the region and in the world.37 The SEDP
is a results-based plan, specifying clear performance indicators, including progress in achieving
MDGs and VDGs. Its main targets are to ensure sustainable development across three axes:
the economy, society, and the environment.

48. Economy. Outcome targets include the following: (i) accelerate economic growth per
capita to 7.5–8.0% per annum, (ii) increase per capita income to $1,050–$1,100 by 2010, (iii)
maintain national budget revenue at about 21–22% of GDP, (iv) increase exports by 14-16% per
year, and (v) increase gross domestic investment to around 40% of GDP. The agriculture sector
is expected to grow by 3.0–3.2% each year, industry and construction by 9.5–10.2%, and
services by 7.7–8.2%. Agriculture’s share of GDP is expected to decline from 20.9% in 2005 to
15–16% in 2010; industry is expected to increase from 41% to 43–44%; and services are
expected to increase from 38.1% to 40–41%. The SEDP stresses the important role of business
development, a level playing field for all businesses, increased competitiveness, and increased
private investment in generating economic and employment growth. It recognizes that achieving
these objectives will require increased and more efficient investments to (i) develop
infrastructure; (ii) remove remaining policy and structural barriers to business development; (iii)
further administrative reforms; (iv) develop market institutions, including financial institutions and
land and labor markets; and (v) develop human resources.

49. Society. Targeted outcomes relate to realizing the MDGs and VDGs: (i) achieve
universal secondary education and ensure that 40% of the workforce has received vocational
training; (ii) all households will have access to housing (14–15 m2/person), 35% will have
access to telephones, and 25% will be internet subscribers; (iii) reduce population growth rate to
1.12% per year in 2010; (iv) create 1.6 million new jobs per year; (v) limit urban unemployment
to under 5%; (vi) increase average life expectancy to 72 years; (vii) reduce child mortality for
under 5 years old to 25 per 1000 by 2010; (viii) reduce maternal mortality to 6/10,000; and (ix)
eliminate food poverty. SEDP includes targeted investments to reach the more vulnerable
groups, and to improve urban services outside the main cities to ensure more balanced
development. The SEDP gives health and education a central role, with commitments to
increase financing for health care, education, and training; to improve the quality and availability
of services; and to coordinate targeted poverty reduction programs.

50. Environment. Targeted outcomes include (i) forest coverage to increase to 43%; (ii)
100% of new establishments to use pollution-minimizing technologies and for 50% of all
business to meet environmental standards; (iii) 40% of urban areas and 70% of industrial zones
to have centralized wastewater treatment systems, 80–90% of solid wastes to be collected, and
60% of hazardous wastes to be treated; and (iv) 95% of the urban and 75% of the rural
populations to have access to safe water. The SEDP calls for (i) improving the regulatory
framework (including enforcement mechanisms) for environmental management; (ii)
strengthening the capacity of planning agencies to integrate environmental considerations into
development planning and management, including more systematic environmental impact
assessments; (iii) strengthening environmental planning and monitoring; (iv) increasing public

37 The SEDP identifies eight broad tasks to achieve these goals: (i) develop the human resources, infrastructure, and
services needed to improve productivity and competitiveness; (ii) move more strongly toward a market economy,
and develop market institutions and business entities; (iii) accelerate international economic integration to boost
trade and inflows of capital and technology to increase economic competitiveness; (iv) develop science and
technology, reform education and training, and improve the management of natural resources and the
environment; (v) build cultural foundations and significantly improve people’s health; (vi) ensure social equity,
create jobs and wealth, eliminate hunger, reduce poverty, and provide a social security system; (vii) continue to
build a socialist state ruled by law, and reform public administration to reduce bureaucracy, corruption and waste,
and harassment of the people; and (viii) strengthen national defense, security, and foreign relations.
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financing for environmental management and protection; and (v) applying the polluter-pays
principle throughout the country.

51. Governance and Controlling Corruption. The Government stresses the need to
improve governance, reduce waste, and better control corruption. It has taken concrete actions
towards addressing these issues as articulated in paragraphs 25 to 28 and Box 1 above.

B. Resource Mobilization and Investment

52. Viet Nam already has high ratios of investment and resource mobilization to GDP. The
challenge is to use these resources more efficiently to increase capital productivity. The planned
increase in the share of private sector in total investment will be critical in increasing capital
productivity. The domestic private sector, in particular, has generated much higher output and
employment per unit of investment than either the state sector of foreign investors.

Table 5: Financing the Socio-Economic Development Plan
(D’000 billion in 2005 prices)

2001 2005 estimates 2006 2010 Plan

Item Total Structure
(%) Total Structure

(%)

Ratio
(2006–2010/
2001–2005/)

1. State Budget 307.2 22.9 445.4 20.2 1.4
2. State Credit 170.3 12.7 205.4   9.3 1.2
3. SOE Investment 207.8 15.5 333.2 15.1 1.6
4. Domestic Private Investment 399.8 29.8 758.9 34.4 1.9
5. Foreign Direct Investment 223.5 16.6 377.8 17.1 1.7
6. Others   35.2 2.6   83.5   3.8 2.4
Total  1,343.8 100   2,204.2  100  2.4
 Of which
 State 685.3 51 984.0 44.6 1.4
 Non-State 658.5 49 1220.2 55.4 3.3
Source: Socio-Economic Development Plan (2006–2010).

53. The investment–GDP ratio is estimated at around 40%38 over 2006–2010 (about $140
billion). The share of the state in total investment is expected to decline from 51% (2001-2005)
to 45%, with a marked decline in the share of state credits. The share of the private sector is
expected to increase from 49% to 55%, with a sharp increase in the share of domestic private
investment from 29.8% to 34.4%.

54. The Government aims to limit the fiscal deficit to less than 5% of GDP, with budget
revenue equivalent to about 21-22% of GDP. With the anticipated accession to WTO, growth in
budget revenue is expected to decline from 17.0% per year (2001–2005), to 12.9%/ per year
(2006–2010). Improvement in tax policy and administration will therefore be needed to sustain
revenue growth while reducing trade tariffs. The ratio of total external debt to GDP is expected
to increase marginally to about 37.5%, but with continuing strong export growth, the ratio of debt
service to exports is expected to decline further, from 5.4% in 2005, to 4.3% in 2010.

C. Role of Official Development Assistance

55. Much of Viet Nam’s success in accelerating socioeconomic development has been
home-grown, resulting from committed national efforts. Because there is clear national
ownership of, and broad public support for, the development and economic reform agenda,
sustained success in implementing the development program is expected. While national efforts

38 The average ratio for 2001-2005 was about 37%.
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have driven recent success, private remittances, FDI, and ODA have helped. Total ODA
commitments over the last five years to Viet Nam were about $11.1 billion. Actual
disbursements were only about $7.8 billion, substantially less than the $9.0 billion targeted for
2001–200539. ODA loans helped finance key infrastructure, social services, and agriculture
development projects. ODA-financed TA helped introduce new skills, international best
practices, and modern technology. Japan, the World Bank, ADB, and the European Community
have been the top four ODA partners for lending and nonlending assistance. NGOs are also
increasingly becoming an important source of technical and financial assistance, providing over
$100 million in 2005.

Figure 5: Major Source of Foreign Capital Inflows to Viet Nam
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56. The Government is expecting ODA inflows of about $11 billion over the next 5 years and
has drafted a strategic framework to mobilize and use ODA more effectively. The Government is
updating the legal and institutional framework governing ODA to ensure national leadership and
ownership, maximize efficiency and effectiveness, monitor development outcomes, further
harmonize procedures, and enhance national and provincial capacity to use ODA resources
more effectively, and to eradicate corruption.

D. ADB s Assessment of the Government s Development Strategy

57. The SEDP builds on the success in reducing poverty, with an even stronger focus on
poverty reduction through increased private sector investment and job growth, combined with
targeted programs, (e.g., Program 135, the hunger eradication program) to meet the needs of
the most vulnerable groups in society. This fits well with ADB priorities. The aim is to achieve a
balance between growth, social equity, and improved environmental management, combined
with actions to strengthen governance and improve the effectiveness of public institutions and
public service delivery. There is strong emphasis on the need to create jobs in urban and rural
(farm and nonfarm) areas, supported by equitable access to infrastructure and human
development services, including secondary education and affordable health care. The SEDP
includes a strong focus on outcomes, and includes a mechanism for monitoring and evaluating
implementation performance.

58. The SEDP whilst building on the achievements of the past plans, taking into account the
poverty reduction dimensions, it has significant new characteristics such as greater emphasize
on private sector development, linking the SEDP targets with the MDGs and VDGs, and focuses

39 Government of Viet Nam. 2006. Enhancing the Socio-Economic Reform Process to Rapidly Move Viet Nam Out of
Low Development Status. Report to the Consultative Group Meeting, Hanoi.
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on development outcomes. The SEDP was prepared in a highly participatory manner. The initial
drafts were widely distributed and discussed with a wide range of stakeholders including the
national and provincial leaders, NA members, CSO representatives, and the ODA community.
The final SEDP takes into account the various stakeholders’ suggestions. The SEDP could have
been strengthened by (i) greater coherence between sources and uses of funds, (ii) clearer links
between SEDP objectives and budget allocations, and (iii) better reporting of recent policy and
institutional developments. On the whole, the SEDP goals are ambitious but achievable,
provided that key challenges are effectively addressed (paras. 81–85).

59. ADB acknowledges the Government’s increasing commitment to improving governance
and reducing corruption as reflected in major policies, legislation, and actions. The increasing
prominence given to anticorruption issues in the NA, the Party, the mass media, and the public
is an encouraging sign of Government commitment, because the measures to combat
corruption will only succeed if the Government and people have strong ownership of these
measures. The commitments need to be followed by vigorous implementation of the laws and
decrees.

III. ADB S DEVELOPMENT EXPERIENCE

A. Impact of Past Assistance

60. Since resuming in 1993, ADB’s operations have expanded in volume and size. By the
end of 2005, ADB had provided 55 public sector loans ($3.5 billion), 178 TA projects ($120
million), and 7 projects ($337 million) from its private sector operations. ADB also financed
several GMS projects involving Viet Nam. Viet Nam is a top recipient of ADF resources, and is
envisaged to be an important OCR borrower. Twenty-one of the 55 public sector loan projects
have been closed. Project completion reports are available for 14 projects/programs: (i) 1 was
rated highly successful, (ii) 11 were rated successful, and (iii) 2 were rated partly successful.40

Project performance audit reports are available for six projects/programs; all were rated
successful (Table A1.8). Private sector operations have included a cement plant, a private
university, a hospital, two power projects, and a venture capital fund for SMEs.

61. ADB’s operations initially focused on rehabilitation and support to economic reforms.
Since 2002 (under the last CSP), ADB has supported Government efforts to reduce poverty,
focusing on (i) sustainable growth; (ii) inclusive social development; (iii) good governance; and
(iv) geographically, the Central Region.  A self-assessment of the last CSP41  concluded that the
strategy was focused and selective, presented a coherent rationale, and was responsive, with
poverty reduction as the overarching thrust. However, the self-assessment also concluded that
ADB’s program could have been more focused with stronger link between the strategy and the
program. ADB operations could have been better synchronized to build on its earlier
intervention to maximize development results. A more focused approach could enhance
effectiveness of project interventions and reduce transaction and overhead costs. Nevertheless,
the program was responsive to ADB strategic thrusts and Viet Nam’s development strategy.
Constructive partnerships have been developed with the Government and other ODA partners
in advancing the development agenda for key sectors. Individual projects were responsive and
contributed to development objectives and targets. Cross-cutting concerns were adequately

40 ADB. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the Socialist
Republic of Viet Nam for the Irrigation and Flood Protection Rehabilitation and Fisheries Infrastructure
Improvement. Manila. (Loan Nos. 1259 and 1404, approved on 26 October 1993 and 16 November 1995).

41 The last ADB country assessment program evaluation for Viet Nam was conducted in 2000. Because the
evaluation could not be revised before the CSP was prepared, an internal Viet Nam Resident Mission evaluation
was carried out in January 2005.
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addressed. Together with the increase in the portfolio size, there was also improvement in
implementation.

62. As ADB provided direct support to the Government’s various successful development
and reform programs, the development impact of ADB operations in Viet Nam was assessed as
substantial. However, the lack of clearly specified results-based indicators in the past CSPs
makes it difficult to directly assess the impact of ADB operations. The results-based approach
used in this CSP should facilitate a more objective assessment of its development impacts.

B. Portfolio Performance and Status

1. Portfolio

63. As of end March 2006 there were 34 ongoing projects with a total lending of $2.3 billion
in the public sector (Appendix 1, Table A1.6). The sectors with the largest share of ADB lending
are (i) energy (21.3%), (ii) transport and communications (21.1%), and (iii) agriculture and
natural resources (17.7%). Most (31 out of 34) ongoing projects were rated satisfactory for
implementation progress. For development objectives, 33 projects (97% of the portfolio) were
rated satisfactory. The percentage of projects at risk fell from 15.2% in 2004 to 11.1% of
ongoing projects in 2005, but remains above ADB-wide rates for at-risk projects. Contract
awards and disbursements also improved in 2005, with net resource transfers significantly
higher than in 2004.

64. Project implementation delays continue to be a persistent concern42 because of (i)
delays in recruiting consultants; (ii) centralized and lengthy decision-making processes; (iii)
weak capacity in PMUs; (iv) inconsistent legal framework for ODA management and
procurement; (v) delays in applying social safeguards, particularly resettlement; (vi) delays in
procurement; and (vii) inadequate quality of project preparation, with important technical issues
having to be solved during implementation.

65. Actions have been taken to remove constraints on portfolio performance. ADB and
Government loan and TA processing procedures have been harmonized to facilitate
consultation and decision making by ADB and the Government to accelerate project approval.
ADB has also worked closely with four other banks (AFD, KfW, JBIC, and the World Bank) to
support Government efforts to streamline and harmonize ODA procedures including support to
(i) strengthen the legal framework for ODA, public investment, and public expenditure
management; (ii) apply environmental and social safeguards by narrowing gaps between
Government and ADB safeguard policies; and (iii) conduct joint portfolio reviews every two
years. These initiatives are laying the foundations for improved portfolio performance.
Guidelines on ADB and Government financial and other procedures have been prepared to
guide executing and implementing agencies and ADB staff during project implementation.
ADB’s own project implementation capacity is also being strengthened. Periodic portfolio
reviews and project specific meetings enable portfolio issues and project specific problems to be
addressed more quickly.

66. Since ADB resumed operations in 1993 in Viet Nam, 18 suspected corruption cases
have been referred to ADB’s Office of the Auditor-General for investigation. No proof of
corruption was found in 17 of these cases and 1 remains under investigation. ADB treats
corruption as a serious issue and invites the public to report suspected cases to ADB43. ADB is

42 45.2% of the portfolio experienced implementation delays in 2003, 34.4% in 2004, and 31.4% in 2005.
43 For additional information refer to http://adb.org/Integrity/default.asp

http://adb.org/Integrity/default.asp
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directly supporting the Government’s efforts to fight corruption through TAs to the Government
Inspectorate and the State Bank of Viet Nam for the recently approved anti-money-laundering
law.

2. Implementation Progress of the 2006 Assistance Program

67. The Rural Infrastructure for Sustainable Livelihood Improvement Project in the Central
Region (with $55 million from ADF and $50 million cofinancing from AFD) programmed for 2006
has missed its processing schedule because of delays in mobilizing project preparatory TA. The
ensuing lending project has been rescheduled to 2007 with the loan amount reduced from $55
million to $50 million. The project has since been merged with the Livelihood Improvement for
the Central Coastal Provinces Project ($35 million), also programmed for 2007 and renamed
Integrated Central Region Rural Development Project, totaling $85 million with an additional $35
million cofinancing from AFD.

68. The Central Region Small and Medium Towns Urban Development Project has been
brought forward to replace the above slippage for 2006. Similarly, in the 2006 TA pipeline, three
TA projects originally scheduled under the CSP Update for approval in 2006 have been
reprioritized because of resource constraints: (i) Financial Decentralization for ADB-Funded
Projects (moved to 2007); (ii) Support to Thanh Hoa City Master Plan Preparation (included in
the project preparatory TA for 2007), and (iii) Safeguard Monitoring and Capacity Building for
Water Resources (combined with the project preparatory TA for the Water Resources
Management [Sector] Project in 2007). Support to Public Investment Planning has been merged
with Capacity Building for Viet Nam’s Regional Cooperation Focal Points and approved in 2006.

3. Adjustments to the 2007 2008 Assistance Programs

69. Following the review of the project preparation and reprioritization by the Government
and ADB to more strongly align the projects with the SEDP and the CSP results framework, the
schedule and loan size of several projects have been adjusted. Some new projects have also
been included at the Government’s request. Their project preparatory TA have also been
adjusted accordingly.

70. Secondary Education for the Most Disadvantaged Regions project and Health
Care for the Poor in Central Region project. The Secondary Education for the Most
Disadvantaged Regions renames the project preparatory TA for Secondary Education and
Quality Improvement in 2006 and the proposed lending project in 2007. Ensuing from the sector
work carried out in 2005 and preparatory work in 2006, the proposed Health Care for the Poor in
Central Region project, is on standby for 2007 and firm for 2008. The loan amount has been
increased to $60 million.

71. SME Sector Development Program Loan Subprogram II and the TA Loan for
Preparation of PPP Expressway project. The project preparatory TA for SME Sector
Development Program Loan—Subprogram II is being mobilized and the ensuing program loan
($20 million from ADF for the policy component) is considered firm for 2006 approval. There will
be $20 million OCR lending for the leasing industry in 2007. Similarly, the processing of TA loan
for Preparation of PPP Expressway project ($10 million) for engineering design of the selected
expressway or its components has been brought forward to 2007. The ensuing loan will be on
standby for 2009 approval.

72. Support for Implementation of the Public Administration Reform Master
Program Subprogram II. Preparation is rescheduled from 2007 to 2008 to suit the
Government’s timetable for the second phase of the PAR master program. The project
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preparatory TA was approved in March 2006, with subprograms II and III to be combined and
the ensuing loan for $60 million scheduled for approval in 2008.

C. Conclusions and Lessons for the Country Strategy and Program

73. Projects need to be designed to meet national and sector constraints and/or the specific
needs of targeted project areas. ADB’s sector-specific experiences are discussed in the
thematic and sector road maps (Appendix 3). Some of the key generic lessons are highlighted
below.

74. Effective consultations and broad participation should be ensured during all stages of the
project cycle. Projects need to be carefully designed to reflect the varying capacity of the
various central and provincial institutions. This implies a need for adequate time and resources
to ensure quality project designs at entry. A focused approach will facilitate more consistent and
longer-term engagement in policy dialogue, capacity building, and financing of sector
development. Collaboration with other partners is becoming more substantive, and approaches
are becoming more sector-wide.

75. While linked to Viet Nam’s development strategies, many ADB-financed projects have
been slow in implementation.44 In addition to efforts to improve project quality at entry, more
concerted efforts to directly align the formulation and implementation of this CSP with SEDP
processes and implementation monitoring systems may help reduce delays. Resource
allocation will also be more performance-based (i.e., based on the proven capacity of executing
agencies) to ensure that project impacts reach intended beneficiaries quickly. The sector
approaches and results-based management adopted in this CSP aim to make this happen.

76. Support to promote private sector development—via a combination of policy-based
lending and the development of nonbank financial institutions—has helped speed up the growth
of the number and registered capital of private companies. Policy and institutional reforms
supported by ADB have also been important in stimulating business investment and
employment in agriculture and rural industry and services. Employment growth resulting from
increased private investment underpinned the national success in reducing poverty. Thus,
business-led growth is a major focus of this CSP.

77. Experience in Viet Nam has demonstrated that developing rural infrastructure links to the
emerging national and regional infrastructure networks can have a major impact on reducing
poverty. For example, the ADB-supported Hanoi–Lang Son highway and related infrastructure
have caused a major economic transformation, with rapid increase in foreign and domestic
investment in manufacturing along this transport corridor. The resulting jobs have had a major
impact on reducing poverty. The CSP aims to build on this experience to support development
of rural links with economic corridors connecting to national and regional markets.

78. ADB recognizes that rapid growth is triggering a rural–urban transition that can increase
pressures on social stability and urban infrastructure. The CSP includes a proactive response to
this challenge by supporting the development of physical and social infrastructure in rural towns
and secondary cities to help mitigate potential urban poverty and environmental problems.

79. Capacity-building TA projects have resulted in more sustained and effective outcomes
when project designs address institutional reform needs and change people’s behavior. These
efforts take time, which is why ADB adopts a sector approach and will work more closely with
other development partners. In addition, the primary CSP focus on improving governance and

44 Other development partners have reported similar concern about slow implementation.



23

reducing corruption has shifted to initiatives directly linked to ongoing activities rather than
stand-alone initiatives.

80. ADB experiences suggest various ways to help the Government reduce poverty. First,
ADB’s support to economic growth and governance projects will help reduce poverty directly by
helping increase private sector investment and create jobs and by ensuring more efficient use of
resources, and indirectly by developing the foundations for increased tax revenue to help
reduce poverty and improve public service delivery. Second, ADB could sharpen its focus on
developing individual provinces (or municipalities), several adjoining provinces, or main
economic corridors. Third, ADB could help the Government implement its targeted poverty
reduction programs, going beyond poverty reduction support credits. Fourth, disaster mitigation
measures could be incorporated as appropriate into project design to protect the general
livelihood of the poor.

IV. ADB S STRATEGY

A. Summary of Key Development Challenges

81. Building on Past Success. Against the background of capital constraints, Viet Nam’s
key development challenge for the next 5 to 10 years is to improve capital efficiency through
added emphasis on good governance to sustain strong growth in output and employment45. The
largest share of the country’s investment and human resources is expected to be directed to
achieving that objective. Other key challenges to be addressed by ADB assistance include (i)
developing and strengthening institutional capacity, (ii) promoting socially equitable and
balanced development, and (iii) sustainable environmental management. Growing regional
cooperation is expected to provide yet new opportunities to meet these challenges.

82. Sustaining Rapid Growth in Output and Employment. Sustained efforts to increase
national competitiveness to attract and increase private investment, and take full advantage of
the benefits of regional and international integration are needed to achieve these results. This
implies a need to (i) accelerate infrastructure development to overcome weaknesses and to
respond to rapidly growing demand for new infrastructure; (ii) remove remaining policy,
institutional, and structural bottlenecks to increase private investment; (iii) improve financial
intermediation; (iv) promote sustainable rural livelihoods; and (v) develop human resources to
meet the increasing demand for a more skilled and productive workforce. Regional and
international cooperation and economic links must also be strengthened continuously.

83. Improved Governance and Greater Efforts to Control Corruption. With 40% of GDP
to be devoted to investment each year (as envisaged in the SEDP), mobilizing such a huge
amount of resources in a transparent and efficient way will be an institutional challenge. The
public sector’s capacity to rigorously appraise its own investment is still limited, and the banks
are not in a position to thoroughly assess the potential risks of projects they finance. Viet Nam
therefore needs to ensure that resources are allocated more efficiently to viable projects to
increase national investment efficiency. A greater reliance on private sector investment—which
typically generates higher profits and more new jobs for a given level of investment—and
stringent quality control in planning and selecting public sector projects would be required.
Public sector absorption capacity must be increased. Public sector–implemented infrastructure
investments frequently encounter bottlenecks, contributing to low utilization of the available
resources and low capital productivity. Public–private partnerships provide an alternative option

45  The importance of generating self-employment and/or wage-earning employment in reducing poverty was recently
highlighted in ADB. 2006. Study on Poverty Exit and the Effectiveness of Poverty Reduction Interventions:
Problems in the Targeting Approach. Manila.
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that would facilitate increased capital flows, the transfer of new technology, increased
implementation efficiency, and improved absorption capacity.

84. Ensuring Social Equity and Balanced Development. Poverty remains entrenched in
many isolated districts and communes and rural pockets. The SEDP includes a set of national
programs to reach the poor, regional development initiatives, and subregional initiatives that
could help solve cross-border poverty issues and provide new economic opportunities in
previously isolated areas. A key social equity challenge is to provide the basic services and
infrastructure needed to ensure the access to markets needed to attract private investment and
create jobs. More effective Government decentralization should balance out regional
development. However, effective and timely implementation of policy and institutional reforms at
the provincial level is often a challenge. Reforms are needed in provincial planning and policy
making (e.g., strategic planning and local resource mobilization).46 ADB will support
Government efforts to ensure that provincial planning is more effectively linked to national,
regional, and international market opportunities.47

85. Improved Environmental Management. Pressures on the environment resulting from
rapid growth need to be addressed at the sector, national, and regional levels. Action is needed
to better protect and manage natural resources (marine life, land, water), and to control pollution
from industrial, transport, and farming activities. Capacity to address and ameliorate the impacts
of natural disasters needs strengthening. Some environmental issues—such as biodiversity
management, and control of communicable diseases—can best be addressed through
increased national capacity as well as regional cooperation.

B. Main Features of the Poverty Reduction Strategy

86. The Government’s poverty reduction strategy is integrated into the SEDP, which views
job growth as pivotal, but also recognizes the need for targeted interventions to reach isolated
communities with high rates of entrenched poverty. Experience shows that removing barriers to
private sector investment and regional and international economic integration can play an
important role in creating employment opportunities and helping reduce poverty. The SEDP
calls for renewed efforts toward socially inclusive growth, and for further improvements in the
delivery of education, vocational training, and heath services. The SEDP also emphasizes the
need to strengthen environmental management and disaster preparedness. ADB supports the
SEDP emphasis on poverty reduction, and the strategies adopted to reduce poverty, including
the continuing collaboration with other development partners through supporting the process of
Poverty Reduction Support Credits. These strategies build on Viet Nam’s previous strong track
record in reducing poverty.

C. Strategic Focus of the Country Strategy and Program

87. The goal is to help the Government reduce poverty incidence to 10-11% by 2010. ADB
aims to help achieve this by supporting Government efforts to implement the SEDP, with a
particular focus on promoting pro-poor, business-led economic growth. Sustaining vigorous
growth, fuelled by entrepreneurship is crucial to promote more jobs and income-generating

46 ADB is supporting Thua Thien Hue, Quang Tri, and Dak Nong provinces in these aspects. ADB. 2005. Technical
Assistance to the Socialist Republic of Viet Nam for the Support to Thua Thien Hue and Quang Tri provinces for
Sustainable and Growth Programs. Manila (TA No. 4644, approved in September 2005, for $900,000) and ADB.
2005. Technical Assistance to the Socialist Republic of  Viet Nam for Capacity Building Support to Dak Nong
province for Improving Poverty Reduction and Growth Performance. Manila (TA No. 4679, approved in October
2005, for $650,000).

47 ADB will build on its ongoing interventions through support for the Sustainable Livelihood and Rural Infrastructure
in Central Region, and Livelihood Improvement in Central Coastal Provinces.
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opportunities. Business development and employment growth—which underpinned the past
success in reducing poverty—will continue to be the key to reducing poverty over the next 5
years.

88. ADB will adopt a selective approach, with a strong focus on removing emerging
bottlenecks to accelerate growth in private sector investment, including efforts to (i) develop
physical infrastructure, (ii) improve the business-enabling environment through regulatory
reforms, (iii) strengthen financial and related market institutions, and (iv) develop human
resources. ADB’s investment program will promote social inclusiveness and enhance
management of the environment. Opportunities to promote governance and, where appropriate,
regional cooperation will be sought in all interventions. This approach is consistent with ADB’s
medium-term strategy II (MTS II)48 and the guidance from the ADB Board and Management
during CSP formulation.

48 ADB. 2006. Medium-Term Strategy II, 2006 2008. Manila. The MTS II aims to strengthen the poverty reduction
impact of ADB’s interventions in the context of the key challenges facing the region. The MTS II has adopted five
strategic priorities: (i) catalyzing investment, (ii) strengthening inclusiveness, (iii) promoting regional cooperation
and integration, (iv) managing the environment, and (v) improving governance and preventing corruption.

SEDP Goals are to Reduce Poverty to 10-11% by 2010; achieve MDGs and
VDGs; Exit from Low Income Country Status

(via strong economic growth, social inclusiveness, and environmental management)
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Plus: social equity and balanced development (targeted
programs to reach the poor and vulnerable and ensure ethnic

and gender equity, provision of health services)

And: the environment (addressing natural and urban
environmental pressures resulting from rapid growth)

Figure 6: Schematic Overview of the CSP

CSP = country strategy and program, SEDP = socio-economic development plan
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89. Business-Led, Pro-Poor Economic Growth. Removing bottlenecks blocking business
development will be a core theme of ADB’s operations. ADB will support Government efforts to
be more proactive in developing the foundations for increased private sector investment and
employment. ADB aims to help the Government remove bottlenecks in transport, power, and
urban infrastructure through its private and public sector operations. ADB will directly help
improve the business-enabling environment (including regulatory, SOE, and public
administration and governance reforms) to develop financial and related market institutions,
develop the human resources needed to meet increasing demand for skilled and semiskilled
workers, and increase labor productivity. ADB will also support targeted programs to reach the
poorest and vulnerable groups, but even these programs will focus on improving economic
opportunities to ensure sustainable poverty reduction.

90. ADB envisages an enhanced role for private sector operations to complement its public
sector operations. Success in developing public–private partnerships will require more focused
and coordinated efforts from ADB’s public and private sector financing operations. Therefore,
the Viet Nam Resident Mission (VRM) must be more proactive in coordinating public and private
sector operations. The fielding of ADB Private Sector Operations Department (PSOD) staff to
the VRM would facilitate these efforts.49 In infrastructure development, ADB private sector
operations will look for opportunities to work with private and public sector partners in (i) power
generation and transmission, clean-energy efficiency, and the carbon market initiative; (ii)
transport, including urban mass-transit systems; and (iii) ports.

91. Other possible areas within the framework of the overall country strategy will be
explored. Potential investments are expected to comprise fully private sector projects as well as
public–private partnerships that would combine the value of PSOD investments and other
potential private sector partners with that delivered by the Government and ADB’s public sector
operations. In operationalizing the strategy, opportunities to take advantage of ADB’s new
financial products introduced under the innovation and efficiency initiative will be used on a pilot
basis.

92. Social Equity. Viet Nam’s inclusive approach to development has contributed greatly to
development success. However, pockets of rural poverty remain entrenched. Most ethnic
minority groups are still poor and have lower social indicators than the rest of the population.
Recognizing that government agencies and CSOs are often more cost-effective in directly
reaching the poorest groups, ADB aims to work closely with CSOs and other development
partners using sector approaches, taking into account ADB’s comparative strengths. Concerns
about communicable diseases such as avian influenza and HIV/AIDS will be emphasized.
Gender and other equity issues will be included in ADB projects (e.g., health, education,
targeted poverty reduction, rural infrastructure) through interventions and monitoring systems to
ensure adequate representation of women and ethnic minorities.

93. ADB’s efforts to include gender and ethnicity in its programs will be closely aligned with
both the National Strategy for the Advancement of Vietnamese Women and gender issues
raised in the SEDP, and with targeted programs for ethnic minorities. In planning infrastructure
support, opportunities will be sought to improve links with otherwise isolated rural areas.
Regional cooperation activities (e.g., the GMS) could also help provide new economic
opportunities in the remote border areas.

94. Environment. As recognized in the SEDP, environmental problems are better prevented
than fixed later. The CSP envisages support to natural resource management that emphasizes
the link between resource depletion and persistent poverty, through biodiversity, water, and

49 PSOD staff members formed the CSP preparation team and participated in the CSP formulation mission.
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coastal resource management and livelihood improvement. ADB will continue its involvement in
the environment and biodiversity through regional as well as national initiatives. ADB plans to
work with the Government and CSOs in delivering this support and in improving rural water
supply and sanitation.

95. The CSP also encompasses initiatives to improve urban planning and infrastructure
development to reduce environmental and social risks in selected cities. ADB will support efforts
to encourage private sector investments in mass transport, water supply financing, and other
initiatives that directly improve the urban environment. Efforts to ensure increased private sector
investment and employment, and the improvement of public services outside the major cities
(e.g., the pilot urban sector development project in Thanh Hoa), are aimed at avoiding the social
and environmental costs of rapid growth in mega-cities, and developing secondary cities as
growth centers that stimulate rural development to ensure a balanced geographic diffusion of
the benefits of economic growth.

96. The CSP aims to include ADB’s environmental guidelines and concerns in all its
operations by (i) ensuring that environmental issues are addressed in all concept papers; (ii)
strengthening the capacity of MONRE to regulate environmental quality; (iii) strengthening the
capacity of other key ADB counterparts (e.g., ministries of transport and industry) to analyze,
plan, implement, and monitor actions to better manage the environmental impacts of
infrastructure development; (iv) helping develop systems to exchange information with local
environmental stakeholders; and (v) improving coordination between the CSP and the GMS
Core Environment Program.

97. Governance. Improvements in governance and concerted efforts to control corruption
are critical to sustainable development, cutting across economic growth, social equity, and
environmental management objectives. Without good governance, (i) resources will be wasted
and investment efficiency will remain low; (ii) domestic and foreign investors will be discouraged
from investing; and (iii) progress in developing key market institutions (e.g., financial institutions,
real estate markets) will be slowed by the lack of business confidence, which is essential for a
competitive market economy. The CSP aims to include governance initiatives in core
operational activities.

98. During its rapid growth, Viet Nam, like other countries during a similar stage of
development, is vulnerable as opportunities for graft could develop faster than Government’s
capability. Stiff penalties alone will not be enough to reduce the risk. An effective anticorruption
strategy needs to reduce the opportunities for corrupt behavior and increase the probability that
the corrupt are caught. ADB’s governance efforts (both crosscutting and direct) will be to help
support Government initiatives to improve governance and control corruption by (i) increasing
transparency and public participation; (ii) reducing opportunities for corruption via administrative
simplification and e-government, minimizing face-to-face interaction between civil servants and
contract bidders; (iii) helping develop provincial capacity in areas such as private sector
development, public service delivery, and annual planning and budgeting, including resource
allocation and investment prioritization.

99. Anticorruption Measures. The Government is committed to reduce corruption and
increase transparency and accountability. ADB will continue to support Government efforts in
this regard. Key elements of ADB’s strategy are to (i) mainstream anticorruption initiatives in all
core operational activities; (ii) support Government initiatives to improve financial governance,
transparency, and tendering procedures and broadened participation in public expenditure
planning and management, especially in ADB’s partner institutions; (iii) support Government
efforts to implement the new anti-corruption law and control corruption; and (iv) implement
recent legislation aimed at controlling money laundering.
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100. ADB will continue to support the Government’s anticorruption measures under the
ongoing ADB–OECD Anticorruption Initiative for Asia and the Pacific. Towards this end, support
will also be provided to help the Government implement its other initiatives that are being
developed in response to the recent corruption scandal involving PMU 1850. Working jointly with
other ODA partners, ADB will also engage in policy dialogue, and provide other assistance to
help the Government pursue new policies and regulations to reduce corruption and achieve the
medium-term public administration reform targets.

101. Regional Cooperation and Integration. This has tremendous potential to boost
economic growth and to ensure that the benefits of that growth are more equitably distributed to
isolated border areas. The CSP recognizes that investment decisions made in Viet Nam will
have economic, social, and environmental impacts on other neighboring countries and vice
versa. In addition to potential benefits to Viet Nam, neighboring countries could benefit from
market opportunities and access to sea ports in Viet Nam.

102. ADB will continue to support regional cooperation and integration through its GMS
Program. Achieving greater synergy between the SEDP, the GMS Program, and CSP
operations is a key thrust of the CSP. National investments can impact on overall GMS
development. Economic returns to national investments in GMS infrastructure such as cross-
border power interconnection projects will be maximized if national and GMS investment plans
are properly coordinated. Construction of east–west economic corridor infrastructure is
expected to be completed during the CSP, and progress will have been made in developing the
Kunming–Hai Phong economic corridor.

103. ADB’s overall support to the GMS Program is articulated in the regional cooperation
strategy and program (RCSP) for the GMS (2004–2008) and its subsequent updates (RCSPU,
2006–2008, 2007–2009). The GMS Program’s strategic priorities of enhancing connectivity,
improving competitiveness, and engendering a sense of community are consistent with national
priorities. The RCSPU pipeline of loans and TA projects includes (i) key infrastructure projects
along the north–south economic corridors and the southern economic corridor; (ii) assistance to
facilitate transport and trade; and (iii) support for the Core Environment Program, including the
Biodiversity Corridors Conservation Initiative.

104. Viet Nam’s accession to WTO in 2006 and its growing links with regional (AFTA) and
international economic partners will have significant impact on the country’s socioeconomic
development. The country’s legal and socioeconomic systems need to be further developed to
facilitate regional and international integration in a way that maximizes national benefits.

105. Geographic Focus. The CSP supports the SEDP’s emphasis on balanced development
and economic integration. ADB will continue its geographic focus on the Central Region, but
given the increasing complexity of poverty and potential complementarity with ADB-supported
regional cooperation initiatives, ADB will also support selected provinces in the northern
mountainous region where poverty is entrenched. ADB will encourage, where appropriate,
provincial assistance to promote social equity and reduce poverty, together with sustainable
development in remote and poor areas. A strategy of interconnectedness (internally and with
neighboring countries) can help promote economic growth and equity and reduce poverty.
Building on the important role of the GMS transport corridors, ADB will promote synergy with its
national interventions along the GMS economic corridors.

50 ADB will closely follow, and learn from, ongoing reviews by the Government, the World Bank, Department for
International Development of the United Kingdom, and Japanese experts of alleged corruption in the Ministry of
Transport’s PMU 18.
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106. Results Orientation. The CSP is cast in a results-based framework, stemming from the
Government’s SEDP results framework. Sector road maps describe key expected outcomes
from ADB assistance, results chain, links, and results indicators for monitoring implementation.
This will help the Government and ADB contribute identified inputs, including financial resources
needed to achieve the targeted development goals, and outcomes. The CSP also stresses the
need to (i) improve project preparation and design processes and knowledge products to
enhance development impacts, (ii) reduce transactions costs, (iii) improve implementation
performance, and (iv) monitor CSP performance to ensure that ADB is accountable for
achieving intended development results.

107. Strategic Operational Considerations. ADB will mobilize its public, private, and
regional cooperation operations, including OCR and other new financial products, while
ensuring an equitable allocation of ADF resources that reflect the country’s rating with respect to
policies and institutions, governance, and portfolio performance. ADB will explore the possibility
of adopting a range of modalities, including program-based approaches and harmonized
procedures to reduce the transaction costs of the Government and ODA partners in project
preparation, processing, and implementation51. Basic rural infrastructure and social services
may be more effectively supported using program approaches (developed jointly by the
Government and development partners). Budgetary support may be provided to directly reduce
poverty in remote areas. Issues to be considered in this approach will be (i) ensuring fiduciary
controls and the implementing agency’s institutional capability, (ii) setting and monitoring key
deliverables and milestones, and (iii) ensuring that internationally acceptable environmental and
social safeguards are applied.

108. Several new features characterize the CSP, including its (i) full alignment with the SEDP
and wider consultations with all key stakeholders, (ii) greater focus on intended CSP outcomes
and results orientation, (iii) increased role for private sector through enhanced collaboration
between ADB’s public and private sector operations, and (iv) better links and synergy between
the national and regional cooperation and integration interventions.

109. Operational Sectors. The rigorous sector selection exercise has been carried out in
adherence to the sector and subsector classification outlined in the MTS II. The sector and
subsector selection has been prioritized (see Table 6) based on several factors, including (i)
ADB’s successes and comparative advantages,52 (ii) the Government’s needs underlined by
continued commitment to policy and institutional reforms, (iii) bottlenecks that hamper the
creation of an enabling environment for business-led inclusive growth and job creation, (iv) new
opportunities and challenges, and (iv) evidence of a financing gap53 that cannot be met by
private and or grant financing.

51 This is consistent with the 2005 Paris Declaration on Aid Effectiveness, and the Hanoi Core Statement.
52  For example, evident in the case of secondary education, road transport, and energy sectors, and in some aspects

of agriculture and rural development.
53 For example, ADB stayed out of primary education because of extensive involvement by World Bank and other

funding agencies, and instead focused on secondary education where the Government is actively trying to mobilize
additional support.
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Table 6: Operational Sectors and Subsectors and their Priority Classification
under the Medium Terms Strategy II

MTS II Priority Classification ADB s Indicative Involvement
(2007 2010)

Group 1
1.  Education Sector • Secondary Education for the Most Disadvantaged Regions

• Secondary Education Sector Development Program
2.  Energy Sector • O Mon 4 Thermal Power

• Song Bung 2 and 5 Hydropower Development
• Peoples Republic of China to Viet Nam Power Interconnection
• Clean Energy
• Ca Mau II Power Generation
• Lao- Viet Nam Power Interconnection

3.  Financial Sector • Financial Sector Program Loan III
• SOE Reform and Corporate Governance Facility I and II
• SME Development Phase II (Leasing)

4.  Urban Infrastructure Sector
(water supply, sanitation, waste
management and urban
transport)

• City Comprehensive Socio-economic Development (Thanh Hoa)
• Ho Chi Minh City Second Ring Road
• Hanoi Metro Rail System; Ho Chi Minh City Metro Rail

5.  Rural Infrastructure Sector
(roads, power, irrigation, and
water management)

• Integrated Central Region Rural Development\
• Water Resources Management (Sector)
• Rehabilitation of Irrigation Systems
• Rural Water Supply and Sanitation
• GMS Flood Management and Mitigation
• Rural Provincial Transport Development
• Development of Cua Dat Irrigation Systems
• Rehabilitation of Irrigation Systems

6.  Road Transport Sector • Northern GMS Transport Network
• GMS Southern Coastal Corridor
• Kunming-Hai Phong Transport Corridor – Noi Bai Lao Cai Highway
• Public-Private Partnership Expressway

Group 2
1.  Agriculture and Natural

Resources Sector (except
fishery, livestock, irrigation and
water management)

• Quality and Safety Enhancement of Agricultural Products

2.  Health Sector • GMS Capacity Building for HIV/AIDS Prevention
• Health Sector Strengthening
• Health Care for the Poor in the Central Region

3.  Trade Sector
(regional cooperation and
integration related)

• GMS Sustainable Tourism Development
• Post World Trade Organization Accession Support

4.  Public Finance and Economic
Management Sector

• Support Implementation of Poverty Reduction Program IV, V and VI
• Support Implementation of the Public Administration Master Program,

Subprogram II
ADB = Asian Development Bank; GMS = Greater Mekong Subregion; MTS II = medium-term strategy II.
Source: Based on MTS II classification
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V. ADB S ASSISTANCE PROGRAM

A. Overall Assistance Level

110. The country-specific ADF allocations have been derived on the basis of the results of the
2005 country performance assessment (CPA) (Appendix 4), using the performance-based
allocation formula. The preliminary ADF allocation for Viet Nam for 2007–2008, based on the
2005 CPA, has been set at $599 million. The ADF assistance program for 2009 is tentative, with
actual ADF assistance levels subject to the 2007 CPA and the outcome of the discussions on
the next ADF replenishments.

111. As a group-B1 country, Viet Nam is eligible for a blend of ADF and OCR lending. Thus,
OCR resources are a potential additional source of funding for high-priority development
projects that generate sufficient financial returns to repay loans. Given that Viet Nam still has
limited experience in using OCR assistance for projects (one each in 2004 and 2005) actual
levels of OCR lending will be determined by country needs, the availability of well-designed
projects, and the country’s debt-sustaining capacity.

112. ADB will progressively explore the possibility of a range of new financial products and
modalities, where appropriate, including sub-sovereign lending to city/provincial governments,
and providing long-term capital to state-owned general corporations that are economically and
financially viable. Mobilizing domestic private investment and attracting new FDI will be crucial
to achieving the necessary investment levels. ADB will proactively employ its existing and new
financial instruments, including OCR, loan guarantees, risk insurance, trade facilitation, and
equity fund investments, to support this process. ADB will provide additional resources for
private sector operations’ investments.

113. ADB will finance a maximum of 90% of overall project costs (on a portfolio basis) during
CSP implementation. This differs from the previous CSP (2002-2005) where ADB financing was
limited to a maximum of 75% (on an individual project basis). The cost-sharing arrangements
were changed in response to a Government request to better harmonize ADB practices with
other development partners’ procedures54 in line with the Hanoi Core Statement. The change is
also expected to (i) facilitate timely implementation of ADB-assisted projects, and (ii) free up
limited Government resources for other priority projects such as the Government-financed
targeted poverty reduction programs (Appendix 5).

114. Analysis of Government planning processes and public financial management systems
provides compelling evidence of the strong Government ownership of ADB and other ODA
assisted projects that are directly integrated into the SEDP. The broad-based consultations with
key stakeholders (subnational authorities, private sector, civil society, and development
partners) during the SEDP formulation illustrate the sustained efforts to build national ownership
of the development agenda. Thus, the potential risk of a decline in national ownership of ADB-
financed projects is considered minimal.

B. ADB Assistance for the Strategic Priorities

115. The public sector lending program for 2007-2009 consists of 18 ADF- and 9 OCR-
financed national projects, 2 blend (ADF and OCR) projects amounting to about $3 billion, plus
7 GMS projects involving Viet Nam, for about $970 million. Private sector operations will finance
additional projects where feasible. The TA program for the same period comprises advisory and

54 The World Bank has no formal ceiling for its International Development Assistance operations but typically finances
90%; AFD has no formal ceiling but usually finances 90%; while JBIC typically finances at a ceiling of 85%.
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project preparatory TA, amounting to about $24.4 million including $5.3 million of cofinancing.
The TA program will be augmented, where possible, through ADB-administered trust funds and
cofinancing from other ODA partners (Appendix 1, Table A1.10). ADB’s economic and sector
work program will address policy reform, capacity building, and institutional strengthening issues
related to CSP implementation, including private sector development and social and economic
issues related to the rural–urban transition.

1. Business-Led, Pro-Poor Economic Growth

a. Infrastructure Development

116. The SEDP emphasizes the role of infrastructure in increasing national competitiveness
and attracting the business investment needed to sustain strong economic growth and poverty
reduction. It also recognizes the benefits of international and regional integration, and the need
to develop infrastructure to increase access.55 Regional trade, and movements of goods and
people, will increase rapidly with the development of regional infrastructure linked to national
infrastructure development. Viet Nam is expected to play an increasing role in providing (i)
seaport access to the Lao PDR and parts of southern PRC; and (ii) power transmission links
with the PRC, the Lao PDR, and Cambodia. ADB will continue to play a major role in Viet Nam’s
infrastructure development together with other ODA partners such as JBIC and the World Bank.
ADB’s assistance in reducing infrastructure bottlenecks will focus on transport and energy.

117. Transport. For an expanding economy like Viet Nam with fast regional integration, it has
a relatively inefficient and expensive transport system. ADB aims to help the Government
improve the transport investment program and sector efficiency and reduce transport costs. This
will include developing sections of priority GMS transport corridors. Potential opportunities for
ADB’s private sector operations will include the development of urban mass-transit system
using a public–private partnership framework. As the Ministry of Transport and the Viet Nam
Road Administration require substantial investments and institutional support over the next 10
years, ADB aims to help strengthen institutional capacity. Transport projects will include
measures to help the Government address governance, environment, social, and road safety
issues as appropriate.

118. In line with the SEDP, ADB will pursue a three-pronged investment program in the
sector. The program will take into account institutional capacity enhancement aspects as
necessary. The first prong supports investment projects to reduce critical transport bottlenecks
hampering economic growth in the main development centers. Projects will include investments
in urban transport and priority expressway and railway facilities to facilitate the safe and efficient
movement of goods and people around, through, and between national centers of major
economic activity. These revenue-generating projects could be funded through a blend of ADF
and OCR, or straight OCR loans. Private sector participation will be encouraged as an important
option to help overcome resource constraints. The second prong addresses social equity, using
ADF funds to help develop provincial and district roads. This supports the SEDP objective of
developing a regionally integrated infrastructure system. The third prong complements the first
two by bringing regional dimensions to the development of the transport network in terms of
connectivity, including multimodal transport modes and competitiveness (e.g., the Kunming–Hai
Phong transport corridor).

55 A recent study (World Bank. 2005. Viet Nam Development Report. Washington, DC [p. 43]) identified infrastructure
weaknesses among the major constraints on business development.
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119. Energy. Viet Nam needs to double its existing power generation capacity from 12,932
MW to 26,209 MW during SEDP period. ADB aims to support the Government’s energy sector
development strategy to efficiently and rationally supply affordable, reliable, and quality
electricity to meet rapidly growing demand.56 In particular, ADB will support efforts to (i)
establish competitive energy markets; (ii) diversify the sources of investments; (iii) develop new
and renewable energy sources, especially in remote and mountainous areas; (iv) promote
trading of energy/electricity with neighboring countries; (v) improve energy efficiency and
conservation; and (vi) promote environmental sustainability. Power sector investment needs are
large and will require coordinated actions by public and private sector investors. Development
partners are expected to play a key role in financing public sector investments.

120. ADB plans to help finance environmentally sustainable and energy-efficient power
generation and high-voltage transmission lines linking Viet Nam with other GMS countries.
Several power generation projects are under preparation.57 Support will be provided to develop
regional power trading, especially imports from neighboring countries, to meet expected power
shortages to 2010. GMS transmission interconnections (with the Lao PDR and Guangxi
province, PRC) are being prepared with ADB support to help meet growing electricity demand.
The close coordination needed with power utilities in neighboring countries will be achieved
through the GMS Power Trade Operating Agreement and the Regional Power Trade
Coordinating Committee.

121. ADB aims to play a catalytic role in mobilizing private sector investments to thermal
power generation, and to play a stronger role in leveraging investments from other financers.
This will include providing (i) political risk and partial credit guarantees to private sector–
financed projects; and (ii) export credit and other commercial financing guarantees to make
financing terms more viable (e.g., extending tenures, mitigating risks) for private and public
sector projects. ADB will also help public sector entities access international capital markets by
providing advisory and risk-sharing instruments. Policy dialogue will be an integral part of the
CSP to improve the social and environmental sustainability of Viet Nam’s power development
program. The CSP includes support for sector-wide environment/social assessments of the
power sector investment program. In line with the SEDP priority and ADB’s energy-efficiency
initiatives, ADB plans to work with other partners (including CSOs) to develop the policy
framework for renewable energy, increased energy efficiency, and access to the emerging
CDM market.58

122. Public Private Partnerships in Infrastructure Development. The CSP includes
measures to better integrate private sector considerations, to improve the policy and regulatory
environment for private investment in infrastructure, and to maximize private capital in all
relevant operational activities. Opportunities will be sought to deepen private sector participation
in supplying physical and social infrastructure. The aim will be to increase employment and to
free up scarce government capacity to focus on functions and services that cannot be provided
by the private sector. ADB will support private sector operations in areas such as (i) clean,
efficient energy, power generation, and transmission; (ii) transport, including urban mass-transit
systems; and (iii) ports. Privately invested projects and public–private partnerships could
combine synergies from ADB’s public and private sector operations.

56 Electricity demand is expected to grow by over 16% per year in 2006–2010.
57 Including the Song Bung 4 hydropower project (180 MW) and the Mong Duong thermal power project (2 X 1,000

MW), the latter being a joint effort between public and private sector operations.
58 Per Decision 35 of the Prime Minister in October 2005, the Government has approved four CDM projects to date,

and 25 more projects are in various stages of development
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b. Improving the Business Enabling Environment

123. Private Sector and SME Development. The CSP envisages sustained policy dialogue
and financial support to ensure effective implementation of the UEL and the CIL and related
implementing regulations. Such support will help (i) further develop the national business
registration system and streamline and simplify the business licensing system; (ii) reform private
sector and or SME development policy and institutions; (iii) enhance financial disclosure by
developing a simplified accounting system for SMEs; and (iv) develop the institutional and policy
framework needed to effectively use land and other assets to facilitate the private sector’s
access to investment capital.

124. The above goals will be achieved through ongoing and subsequent SME cluster
programs. ADB will work closely with the Government and business community and actively
seek opportunities to cooperate with other ODA partners. ADB will continue to be active in the
SME working group (and co-chair the group as requested by the Government). The World
Bank–led poverty reduction support credit program (which ADB continues cofinancing) also
includes a focus on improving the business-enabling environment. Support for institutional
reforms and policy formulation related to post-WTO adjustments resulting from international
trade compliance may be provided where appropriate.

125. Corporate Governance and SOE Reform. A strategy focused on business
development, economic integration, and private sector–led employment growth risks being
undermined by high transaction costs caused by bureaucratic red tape and/or an unresponsive
administrative system, which stifles national competitiveness. Reforms and institutional
strengthening to ensure more efficient delivery of business-related public services are,
therefore, an essential element of the CSP.

126. Public administration reforms are important to ensure that delivery of public services and
infrastructure is cost-effective, and that social and environmental safeguards are effectively
enforced. Given its wide range of implications at this stage of rapid growth and socioeconomic
achievement, ADB’s support will be continued for the Government’s second cycle of the PAR
(2007–2010)59 to improve accountability, participation, predictability, and transparency in public
finance, administration, policy and planning in key counterpart agencies. Taking into account
demand, support will be provided to improve the quality of civil service through training and
retraining, policy coordination, and e-government; enhancing local governance and
anticorruption initiatives; and establishing systems and developing capacity to monitor and
evaluate the impact of public policies.

127. Further SOE reforms are needed to (i) reduce barriers to private sector development, (ii)
improve national economic efficiency, and (iii) help reduce corruption and misuse of public
resources. Expected outcomes of SOE reform are equitization of assets; increased
transparency; better corporate governance; and strengthened accounting, reporting, and
oversight systems. The SEDP reaffirms that all remaining SOEs must be corporatized under the
UEL by 2010. This allows ADB to build on its initiatives to play a more prominent role in
supporting SOE reform. Recognizing that SOE reform is a long-term process, ADB will consider
extending a multi-tranche sector loan to support ongoing reforms. Potential interventions include
(i) providing long-term capital to the Government to facilitate SOE reform; (ii) reviewing criteria
for SOE reform target-setting; (iii) assisting selected enterprises in restructuring, equitization,
and listing; and (iv) raising SOE corporate governance standards.

59 The Government’s overall PAR master program covers 2001–2010.
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128. Institutional Capacity Building. In addition to operational TA, ADB will continue to
support implementation of three special initiatives: (i) making markets work better for the poor
(M4P), co-funded by the Department for International Development of the United Kingdom
(DFID), (ii) public policy training (funded by the Japan Fund for Public Policy Training Program
[JFPPTP]), and (iii) the Phnom Penh Plan for Development Management (multi-donor funded)
to provide government officials training in policy and planning needed to expand regional
cooperation. The M4P studies cover a wide range of pro-poor market-related issues, including
the operations of land and labor markets; links between markets and livelihoods; and the
participation of the poor in agriculture value chains. Key crosscutting issues are also examined,
such as the role of market institutions in supporting growth; the role of markets in the delivery of
key services, including infrastructure; and the links between research and policy.

129. The next phase of the M4P activities will be closely aligned with the strategic pillars of
this CSP, and will directly contribute to relevant projects by providing upstream support. The
JFPPTP aims to build capacities in public policy formulation and implementation, including (i)
public policy training for mid-career and senior national and subnational government officials
and leaders involved in formulating and implementing public policies, and (ii) initiatives to
eventually establish a center of excellence in public policy capacity building. The Phnom Penh
Plan aims to develop the capacity of GMS senior officials to more effectively promote and
implement regional cooperation initiatives with support to (i) develop a core group of managers
and leaders; (ii) provide relevant high-quality specialized training; and (iii) collaborate with
leading organizations and networks to share information, training resources, and experiences
relating to regional development.

c. Strengthening Financial Intermediation

130. Poor access to finance (debt and equity) is often cited as among the key obstacles to
private sector and SME development. While much of the basic financial sector legal and
institutional framework has been established, implementation is still limited and financial
intermediation remains low. Factors that inhibit private sector access to finance include (i) poor
and uneven enforcement of the regulatory framework, (ii) prioritized lending to SOEs, (iii)
restrictions on competition by foreign banks, (iv) high collateral requirements, (v) limited project
appraisal and business review capacity, and (vi) lack of transparent financial information. Given
ongoing assistance by the World Bank and many other ODA partners to develop the banking
system, the focus of ADB efforts will be on (i) supporting the institutional development of the
nonbanking financial system; and (ii) promoting increased domestic and foreign private
investment in the financial sector, including investment funds.

131. Nonbank Financial Sector Development. ADB is committed to long-term support to
help develop the securities, insurance, and leasing subsectors. It will focus on (i) strengthening
relevant regulatory agencies, (ii) helping formulate long-term strategies for sector development,
and (iii) promoting key industry associations through training and interactions with the relevant
Government ministries. Assistance will be provided to ensure effective functioning of the
financial infrastructure and institutions established with ADB support, including follow-up to
develop capacity to ensure effective enforcement of the securities law, establish the foundations
for capital market development, and facilitate private sector development of leasing services.

d. Meeting the Growing Demand for Skilled Human Resources

132. The SEDP recognizes that education is fundamental to social and economic
development, and aims to proactively invest in human development to equip the labor market
with the skills and attitudes needed to compete economically and for civic success in a rapidly
changing society. Quality education increases the earnings of people and the economic health
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of their communities. The country’s labor force will need to use new skills and technologies to
compete in an increasingly integrated, competitive, industrialized, and urbanized world. With
many other funding agencies active in primary education, the CSP envisages a continuing role
for ADB in supporting secondary and vocational education. In addition to direct social benefits,
such support is expected to have a positive impact on the investment climate and business
development by helping meet the rapidly growing demand for skilled labor.

133. Secondary Education. ADB remains the principal ODA partner supporting secondary
education, and will continue to help the Government achieve universal education and gender
parity in secondary education. Past ADB support has been effective in fulfilling specific needs
such as better-qualified teachers and improved school facilities, effective and equitable delivery
to disadvantaged groups, and improving financial sustainability, but important gaps and
challenges remain. ADB will continue to support secondary education via a range of modalities,
including the sector development approach (e.g., the Secondary Education Sector Development
Program). The focus of efforts will be on meeting the skills needed to sustain rapid growth, and
promoting socially inclusive development to meet MDGs and VDGs.

134. Vocational Training. The quality and level of vocational training is an increasing
bottleneck, with rising demand for skilled and semiskilled workers as the country industrializes.
Increasing private sector participation in the development and practice of vocational training is
important to increasing its relevance and quality. Thus, ADB will continue to work with the
Government to remove barriers and actively encourage private sector participation in vocational
and tertiary education. Where opportunities arise, ADB will use its private sector operations to
support the business sector initiatives.

2. Social Equity and Balanced Development

a. Targeted Social Development and Poverty Reduction Programs

135. Socially inclusive development will be crucial to achieving poverty reduction goals and
other VDGs. Significant pockets of entrenched poverty remain. Specifically targeted poverty
reduction programs are therefore needed to reach these areas and address their particular
development constraints. ADB has played a significant role in rural infrastructure and rural
social service investments in Viet Nam. The CSP envisages continuing cooperation with the
Government and other ODA partners to explore options for directly helping provinces improve
their capacity for strategic socioeconomic planning, and to implement the new SEDP effectively
at the provincial level. Two ongoing advisory TA projects (for three provinces in the Central
Region, approved in 2005) have started this process. ADB will continue to support the
Government’s targeted poverty reduction programs through poverty reduction support credit.

b. Health Systems for Disease Control

136. In addition to being important for social development and equity reasons, improvements
in health outcomes will increase worker productivity. The Government plans to develop and
strengthen provincial and district health care facilities, especially for preventive health and
communicable disease control, over the next 5 years. Based on the Government’s Master Plan
for Health System Development (2006–2010), ADB will coordinate with other development
partners to support a phased program of health system development. At the subnational level,
ADB and World Bank will support a health services improvement program, targeting populations
and regions that are lagging in health indicators (women and children, and ethnic minority
populations) and that have persistently poor access to and use of health services.
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137. ADB will focus its support on addressing health issues in the following core areas: (i)
health sector reform - improving sector governance and financing through support for a broad
health sector modernization program, including attention to the increasing burden of non-
communicable diseases and how this can best be addressed in the public and private sectors;
(ii) health care services for the vulnerable - reaching poor populations with essential services
and health insurance to protect them from health shocks through subnational, performance-
based programs, with special attention to improving services for women, children, and ethnic
minorities; and (iii) combating emerging and endemic communicable diseases including avian
influenza, HIV/AIDS and other endemic diseases such as dengue fever.

138. With trans-boundary communicable diseases a continuing concern, ADB, together with
other development partners, will assist the Government as needed in the event of a pandemic.
The social and economic threat presented by avian influenza has prompted ADB to help the
Government implement its medium-term (2006–2010) avian influenza preparedness strategy.
The strategy’s funding gap is estimated at $400 million for the human and animal health sectors.
Building on its ongoing support of about $18 million for avian-related health sector activities,
ADB will work closely with the Government, CSOs, and other development partners in this area.

3. Environmental Management

139. There are three broad areas for ADB to help improve environmental management. First,
ADB will support improved natural resource management. Links between resource depletion
and poverty will be addressed through rural livelihood improvement, biodiversity conservation,
watershed management, and coastal resource management. Second, ADB will remain engaged
in attempts to improve the urban environment, including financing, water supply, wastewater
treatment, drainage, solid waste management, road safety, and mass transit. Third, ADB will
support improvements in environmental standards through various measures, including carbon
market initiatives.

a. Natural Resource Management

140. Resource Management Issues. As resource depletion and poverty are linked,
management of natural resources (land, water, and coastal resources) and livelihood
improvement programs will be improved. Support for integrated coastal zone management and
improvement of rural infrastructure will reduce poverty, natural resource depletion,
environmental degradation, and disaster risk. The CSP envisages a stronger focus on social
inclusiveness (particularly in relation to ethnic minorities and to women’s needs). Assistance in
these areas could be channeled through sector approaches that support national programs
jointly with major development partners. Efforts will also be made to increase regional
cooperation (under the GMS) to better manage shared resources, such as water (especially in
the Red and Mekong river basins) and trans-boundary bio-conservation areas.

141. ADB aims to maximize the economic growth and poverty reduction potential where
possible through private sector financing support for water sector infrastructure investments by
targeting poor regions and incorporating institutional support and policy reforms in line with its
water policy.60 ADB will help MONRE build its capacity for water management, river basin and
land-use planning, and environmental management. Emphasis will be given to improving water
service delivery, increasing the autonomy and accountability of service providers to meet the
needs of the poor, and establishing sustainable operation and maintenance through appropriate
levels of cost recovery and user participation. In accordance with ADB's disaster and

60 ADB. 2001. Water for All: The Water Policy of ADB. Manila
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emergency assistance policy,61 ADB operations will take into account disaster risk reduction
measures to prepare for and avoid the worst impacts of natural disasters.

142. Rural Livelihoods. Efforts to improve rural livelihoods are directly linked to reducing
pressure to exploit natural resources. Continued support will be provided for community-based
livelihood projects and rural infrastructure expansion in poor districts, with an emphasis on
identifying and addressing key constraints and on building links with more economically
developed or resource-rich areas that could attract private investors. The primary aim will be to
create and expand the range of farm and nonfarm income-generating activities. Investments will
seek to reduce the vulnerability of rural communities to natural and other shocks, and to build
small-scale infrastructure that has been selected and planned through participatory approaches
to meet basic needs. NGOs play an active role in rural development, and the CSP anticipates
close cooperation between NGOs and ADB in delivering support.

143. Rural Water Supply and Sanitation (RWSS). This is a particularly important concern
as some 38% of the rural population still lacks access to piped drinking water. Available piped
water often does not meet safety standards. Pollution from salinity intrusion, livestock waste,
commercial waste, and agricultural chemicals is an increasing concern in some areas, and
endangers people’s health. Estimates suggest that up to half the cases of infectious diseases in
Viet Nam are related to poor water supply and sanitation problems. ADB plans to work with
other development partners to improve RWSS using sector approaches, and to strengthen
institutional capacity to improve RWSS.62 ADB will use its water financing program where
appropriate.

144. Increase Agriculture Productivity. ADB will continue to support Government efforts to
increase agriculture productivity and ensure more sustainable use of rural resources by (i)
continuing progress in agricultural sector and resource management policy and institutional
reforms, (ii) improving the managerial capacity of national agricultural research institutes and
restructuring them into autonomous entities, and (iii) strengthening links between agricultural
research and extension services. In line with MARD and SEDP priorities, ADB plans to support
sustainable and equitable agricultural growth, and increase agriculture sector competitiveness
through technical and financial support to improve the quality and safety of agricultural and
agro-based products. ADB will continue to assist the GMS working group on agriculture to
increase subregional trade and investment cooperation in agriculture.

b. Urban Development and Environment

145. The CSP will focus on targeted infrastructure investments in small and medium-sized
towns in the central region and along GMS economic corridors.  The CSP will also help promote
decentralized urban governance and capacity building, reforms for improved urban
management and cost recovery of urban services, and environmental improvements. ADB’s
support will include the comprehensive socioeconomic development of selected small and
medium-sized cities such as Thanh Hoa to strengthen development links with their rural
hinterlands, and to reduce environmental pressures on the large cities. Urban infrastructure also
needs to be developed in Hanoi and Ho Chi Minh City, especially in urban transport, where the
Government is developing plans for rapid mass-transit systems.

146. ADB’s strategy for urban water supply and sanitation sector seeks to use the water
financing program, which aims to (i) support the rehabilitation, upgrading, and expansion of
water supply and sanitation in urban centers to improve the investment environment; (ii) ensure

61 ADB. 2004. Disaster and Emergency Assistance Policy. Manila.
62 ADB signed a memorandum of understanding with MARD in June 2006 to participate in the RWSS partnership. A

loan for $54 million on RWSS is included in the 2009 assistance program.
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equitable access to safe water supply and sanitation facilities and improve the health profile of
the urban residents; and (iii) encourage policy changes and institutional reforms at central and
provincial levels to enable sustainable development. This will help the Government achieve its
targeted outcomes specified in the SEDP and sector development strategies. Emphasis will also
be placed on private sector and community participation in planning and management of all
urban development and environment initiatives. All urban projects will seek to minimize
resettlement, enhance women’s role in urban management and institutions, and apply
affordable technical standards for infrastructure development.

4. Private Sector Operations63

147. ADB’s Private Sector Operation Department, through its infrastructure and financial
sector divisions, is committed to use its investment products (equity, debt, guarantees, and TA)
to help Viet Nam improve, expand, and develop the private sector. In the infrastructure and
financial sectors, ADB aims to balance its long-term strategy for market engagement and its
ability to address and service market demands as they arise. ADB’s private sector operations
investments must be commercially feasible, have development impacts, and be aligned with
Viet Nam’s priorities as articulated in the SEDP.

148. ADB private sector operations will seek opportunities to work with private and public
sector partners in power generation and transmission, transport, including urban mass-transit
systems and ports. Potential investments are expected to comprise fully private projects and
public–private partnerships, combining the value of private sector operations investments and
other private sector partners with policy and institutional support from the Government and
ADB’s public sector operations.

149. Options to support the equitization (i.e., partial privatization) and restructuring of state-
owned commercial banks will be considered under the CSP. ADB’s private sector operations
may make targeted investments and other interventions: (i) in structured finance, they resolve
nonperforming loans, securitization, and other structured financing such as the financing of
acquisitions; and (ii) in investment funds, strategic objectives could include contributing to the
growth and sustainability of Asia’s private equity industry, supporting institution-building and
skills development, and acting as an active investor to help strengthen corporate governance
and environmental standards. ADB private sector operations will also seek opportunities to work
with banks, insurance companies, nonbank credit companies, leasing companies, exchanges,
and depositaries.

C. External Funding Coordination and Partnership Arrangements

150. The Government and development partners (including NGOs) meet twice a year in the
consultative group to review progress and issues related to socioeconomic development and
ODA use. The 6-monthly meetings help coordinate overall ODA. More frequent partnership
group meetings (on 22 key themes and sectors) help coordinate funding agencies and make
government priorities and policies consistent. The effectiveness of the partnership groups is
variable: strong government leadership of working groups has been important in developing
effective partnerships. ADB plays a leading donor role in several working groups and will
continue to actively participate in relevant groups and the consultative group process. The
Government and its development partners have been working together to harmonize
procedures, reduce administrative burdens, and enhance aid effectiveness. ADB actively

63  Proposed private sector operations are not listed in the CSP’s operational pipeline given the operational nature of
businesses.
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participates in the five-banks initiative (with AFD, JBIC, KfW, and World Bank) to help resolve
implementation issues, among others.

151. ADB carried out intensive consultations with major stakeholders, including government
agencies, ODA partners, CSOs, and private sector representatives during CSP formulation.
ADB aims to mobilize cofinancing from bilateral ODA partners, including AFD, KfW, Australia,
Canada, Norway, the Netherlands, Sweden, and the United Kingdom. Parallel efforts will be
made to mobilize resources from other ODA partners, including JBIC, the European Community
and the World Bank. Opportunities for commercial cofinancing will be explored during the
preparation of financially viable projects from the SEDP priority list.

D. Borrowing Capacity and Debt Sustainability Assessment

152. Viet Nam’s public sector financing requirements are large. Concessional ODA inflows
will not be sufficient to cover the gap between public sector savings and expected investment
needs. The Government will need to explore all possible financial resources, including tapping
into foreign borrowing on commercial terms. A gradual increase in less-concessional borrowing
is a natural progression for a country that is expected to soon join the ranks of lower middle-
income countries. ADB’s OCR represents an attractive option to meet some financing
requirements and also acts as a catalyst in attracting additional commercial financing. A recent
joint OCR borrowing assessment64 of the Government and ADB indicated that the medium- to
long-term investment gap would be about 3% to 6% of GDP.

153. International Monetary Fund (IMF)/World Bank debt sustainability analysis suggests that
the country’s external debt is manageable.65 External debt will be sustainable provided the
terms of external financing or export growth do not deteriorate sharply. Public debt will be
sustainable with further progress in banking and fiscal reforms. Contingent liabilities related to
state-owned commercial banks reforms and uncertainties about revenues will require continued
vigilance. The Government has indicated that its priority is to maximize use of concessional
ODA resources where available, and to use OCR for important projects that are well prepared
and generate sufficient financial returns to finance repayments.

E. Indicative Internal Resource Requirements

154. Effective and timely delivery and monitoring of this results-based CSP over the next 4
years will require some additional human resources. Some reallocation of human resources
within ADB may be necessary, as Viet Nam operations expand to at least double the current
volume of lending and non-lending over the next 4 years. Additional international and national
staff will be needed in the VRM to closely coordinate the programming and the specific sector
intervention and to oversee effective implementation of the expanding operations.

64 Viet Nam. 2005. Assessment of Development Financing Requirements and Potential for OCR Lending: Report by
the OCR Assessment Working Group comprising representatives from the Ministry of Planning and Investment, the
Ministry of Finance, State Bank of Vietnam, and ADB. Hanoi.

65 Viet Nam’s debt indicators are in many cases better than those of other OCR-eligible countries such as Pakistan,
Indonesia, and the Philippines. The business community’s perception of sovereign credit risk is also better, as
reflected in the January 2006 Standard and Poor’s upgrading to BB rating of Viet Nam’s sovereign foreign currency
long-term debt, versus BB- for the Philippines and B+ for Indonesia and Pakistan.
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VI. RISKS AND PERFORMANCE MONITORING AND EVALUATION

A. Possible Risks

155. SEDP Implementation. The CSP will directly support implementation of the SEDP.
Thus, its success is directly linked to the effective SEDP implementation. The use of
participatory approaches during SEDP formulation, and the strong focus on implementation
issues, institution-building (especially at the subnational level), and results-based approaches
and monitoring mechanisms in the SEDP design, suggest that the risk of potential problems in
SEDP implementation is being mitigated. The CSP promotes capacity strengthening at the
national, provincial and district levels to support SEDP implementation and monitoring.

156. Governance and Corruption. The Government recognizes the potential constraint
posed by corruption in the effective implementation of the SEDP. It has therefore, taken strong
measures to address this issue in recent years, including the introduction of new legislation and
institutions strengthening accountability (increasing public participation, transparency, and the
role of the media, and dismissing corrupt officials), but more needs to be done. ADB will
continue to support Government efforts to improve governance and reduce corruption by (i)
analyzing and addressing governance issues in all ADB operations, (ii) supporting Government
efforts to increase public participation in public expenditure planning and implementation, (iii)
reforming and streamlining business and administrative regulations and procedures to reduce
opportunities for corruption, (iv) improving corporate governance (especially in state
enterprises), and (v) supporting Government efforts to strengthen national institutions aimed at
increasing transparency and accountability.

157. Productivity Growth. A key aspect of sustaining employment growth and poverty
reduction is increasing investment efficiency and accelerating productivity growth. Expected
WTO membership and growing regional integration will increase pressures to accelerate
productivity growth and national competitiveness. ADB support to improve governance, develop
human resources, and strengthen infrastructure and market institutions (especially financial
intermediation) are aimed at addressing this concern and increasing the level and efficiency of
both public and private investments.

158. Social and Environmental Impacts of Growth. Rapid growth has increased
environmental pressures and has had major social impacts. Continuing strong growth, and
international integration will result in continuing social pressure and will increase the need to
better manage the environment. The CSP includes a strong focus on minimizing the social costs
associated with economic transition (including the rural–urban transition), and measures to
better manage natural resources and minimize industrial and urban pollution.

159. External Shocks. Viet Nam is vulnerable to external shocks such as disease outbreaks,
natural calamities, and declines in export commodity prices (e.g., oil, rice, coffee, and rubber).
Adverse shocks could hamper achieving SEDP outcomes and poverty reduction goals. The
focus in the SEDP (and CSP) on diversified economic growth will help mitigate the impacts of
commodity price fluctuations. The CSP also includes measures to mitigate disasters and
disease outbreaks.

160. ODA Processing. Continuing delays in the processing and implementation of ODA-
assisted projects could lead to suboptimal development outcomes. ADB is helping develop
capacity in public investment planning and administration, and is supporting harmonization
initiatives to address this concern. The CSP includes specific measures to help develop national
capacity in results-based monitoring to help identify and address constraints to effective and
timely implementation of ODA and other public expenditures.
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B. Monitoring Process and Plan

161. The CSP’s strength stems from the partnership that has been fostered with the
Government, civil society, and development partners. The SEDP—prepared in close
consultation with Viet Nam’s development partners—provides the central mechanism for
coordinating development assistance. The CSP is aligned with the SEDP and synchronized and
synergized to supplement the Government’s development goals and objectives. The CSP
results framework matrix and the development coordination matrix have been designed within
this framework.

162. Robust results-based monitoring and evaluation systems will help track the progress of
and assess SEDP and CSP implementation, and improve the quality of ADB assistance. ADB,
together with the World Bank, provided support to the Government in the preparation of the
results framework for the SEDP. A process of joint Government–ADB monitoring and managing
for development results will help achieve the spirit of the Hanoi Core Statement. Monitoring
activities will include ongoing cooperation with CSOs.

163. CSP monitoring and evaluation will follow the methods and indicators included in the
results framework (Matrix 1). The results indicators are expected to be achievable within the
CSP and SEDP time frame, and identify intermediate results arising from ADB operations. A
draft of the results framework was shared widely with the Government, civil society, and
development partners. The Government will monitor national implementation of the SEDP
results and will share this information with ODA partners through the consultative group. ADB
will review—jointly with the Government, civil society, and ODA partners—the progress of CSP
implementation and its outcomes using the specified results indicators.

C. Improving Implementation

164. The five-banks harmonization initiative responds to a Government request to improve
ODA effectiveness by harmonizing procedures and practices in procurement, common reporting
procedures, financial management, environmental and social safeguard policies and practices,
portfolio management, and economic and sector work. The banks identified short-term priority
actions and longer-term actions. Significant progress has been made in procurement
procedures, with the development of standard national competitive bidding documents for goods
and works well advanced.

165. Harmonization of financial management, particularly in financial reporting, has
progressed with a pilot reporting format being tested in projects funded by the five banks. A joint
assessment of private auditors has led to a shortlist of eight firms eligible to audit projects. In the
area of environmental and social safeguards—where ADB VRM is taking a leading role—a
study has provided a comprehensive comparison of the procedures of the five banks and the
Government, and an action plan has been developed to address the remaining gaps over the
coming years. Portfolio management will continue to be harmonized66 jointly with the five banks.

166. The five-banks initiative has also helped the Government formulate the Comprehensive
ODA Harmonization Action Plan. The Government has localized the Paris Declaration in the
Hanoi Core Statement. Effective implementation of these initiatives should greatly improve
implementation performance and the effectiveness of ODA–supported activities. The CSP aims
to support Government efforts and that of the Partnership Group on Aid Effectiveness to make
this happen.

66 The Third Joint Portfolio Performance Review was completed in May 2005.



Matrix: Country Strategy and Program Results Monitoring and Evaluation Framework (FY2007–FY2010)
(Supporting the Government Reduce Poverty to 10-–11% by 2010)

Government’s Medium-Term
Development Agenda

ADB’s Strategic Focus

Goals and
Strategiesa

Key
Constraints/Issues

Outcomes
(that ADB intervention expects to

influence by 2010)
Tracking Indicators/ Milestones
to Assess CSP Implementation

Programmed  ADB
Interventions, 2007–2010
(to help the Government

achieve the targets)

Links with
Interventions of Other

Major Development
Partners

Pillar I. Business Led, Pro-Poor, and Sustainable Economic Growth
Goal: High economic growth (Growth rate of 7.5%–8.0% per annum with an increase in per capita GDP of up to $1,050–$1,100 by 2010)
• Access to

infrastructure
(transport,
power, etc)
improved

• Transport
bottlenecks and
high costs stifling
business growth

• Unit costs and time for goods
and passengers transportation
reduced to be more in line with
those of regional competitors

• National and regional road
freight and passenger volumes
increased

• Business along transport
corridors strongly expanded

• Public and private financing of
infrastructure enhanced

• Increase in intraregional exports

• The transport cost is to be
reduced by 10% by 2010 from
the 2005 level

• 5,800 km of highways to be
built in 2006–2010 (from the
4,575 km built during 2001–
2005)

• 100,000 km of trunk and rural
roads to be built in 2006–2010
(from the 65,000 km built in
2001–2005)

• Transportation of goods to
increase to 409.7 million tons
by 2008 and 490.8 million tons
by 2010 (from the 313.0 million
tons in 2005)

• Proportion of private investment
in total infrastructure
investment increased

• Investments in
expressways, railways,
highways, plus private-
public partnerships
financing

• TA to strengthen transport
institutions

• Urban infrastructure and
transport systems

• Regional (GMS) transport
corridors

• Regional TA operations
on trade and transport
facilitation

World Bank, Japan,
United Kingdom, and
France

M
atrix 1
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Government’s Medium-Term
Development Agenda

ADB’s Strategic Focus

Goals and
Strategiesa

Key
Constraints/Issues

Outcomes
(that ADB intervention expects to

influence by 2010)
Tracking Indicators/ Milestones
to Assess CSP Implementation

Programmed  ADB
Interventions, 2007–2010
(to help the Government

achieve the targets)

Links with
Interventions of Other

Major Development
Partners

• Power demand is
increasing at a rate
of 15% per annum,
while the installed
generation capacity
is lagging

• Sector bottlenecks
risk are stifling
business growth

• Adequate, reliable, and
improved quality of electricity
supply to meet industrial,
commercial, and residential
consumer demands

• Improving efficiency of electricity
supply, transmission capacity,
and its use

• Power utilities are financially
sustainable

• Generation doubled to 83 billion
kilowatt hours (kwh) in 2008 and
112 billion kwh by 2010 (from
53.3 billion kwh in 2005)

• Electricity losses be about 10%
by 2010 (from 12.1% in 2005)

• Investments in power
sector to increase capacity
in generation and high-
voltage transmission

• Restructuring of the power
sector to establish
competitive power
markets, and strengthen
power sector institutions

• Stimulation of public-
private participation in
power generation projects

• Cross-border power
transmission networks

World Bank, Japan, and
UNDP
(Australia, Sweden, and
Norway support
capacity building)

• Institutional barriers
to business growth

•  Competitiveness in industries
improved

•  Corporate governance improved
• Business enabling environment

improved
• More level playing field for all

businesses created
• Bureaucracy minimized and

corruption reduced

• The number of enterprises
registered under EL/UEL
increased (from 160,000 for
2001–2005 to 320,000 by 2010)

• Ratio of  exports to GDP to
reach 71–72% by 2008 and 72–
73% by 2010 (from 69% in
2005)

• Private domestic investment
increased to 34% of GDP in
2008 and 35% in 2010 (from
29.8% in 2001–2005)

• TA and loan support for
private sector/SME
development.

European Union,
Germany, UNIDO, and
Japan for SMEs; IMF;
World Bank

• Investment
mobilization
enhanced

• Investment
efficiency
improved

• Lack of resources
for infrastructure
development

• Public–private partnership (PPP)
developed and strengthened

• Proportion of private investment
in infrastructure development

• Public–private partnership
investment from ADB as
the catalyst for private
investment in power and
transport projects

World Bank, Japan, and
United Kingdom

44    M
atrix 1



Government’s Medium-Term
Development Agenda

ADB’s Strategic Focus

Goals and
Strategiesa

Key
Constraints/Issues

Outcomes
(that ADB intervention expects to

influence by 2010)
Tracking Indicators/ Milestones
to Assess CSP Implementation

Programmed  ADB
Interventions, 2007–2010
(to help the Government

achieve the targets)

Links with
Interventions of Other

Major Development
Partners

• Weak public
administration and
SOE governance
hinder public
service delivery and
business growth

• Quality of public services
delivery improved

• SOEs restructured under UEL
with annual externally audited
financial reports showing
increased profitability

• Number of days to obtain
business registration licenses
reduced from the 50 days in
2005

• Number of SOE equitized to
increase to 4,500 in  2006–2010
(from 2,347 in 2005)

• The JFPPTP, and PhPP
initiatives recognized as model
capacity-building initiatives

• TA and investments in
public administration, SOE
reforms, and corporate
governance

• The M4P, JFPPTP, and
PhPP capacity-building
support

UNDP, Sweden, United
Kingdom, Canada,
Japan, and Denmark for
PAR; World Bank for
SOCB; and UNDP for
SOE reform

• Constraints on
capacity of the
government staff

• Quality of the civil service
improved

• Number of civil servants trained
with the new curriculums

• TA and investments in
public administration

• More efficient
access to
financial
services

• Limited access to
finance stifling
growth in business
investment

• Strong growth in leasing
services

• Increased role of capital market
in business financing

• Increased share of private
investors in Vietnamese financial
sector institutions

• Financial intermediation
strengthened

• Total leased assets increase by
20% of the level in 2005 (D8.9
trillion)

• Three of the five SOCBs
equitized by 2010

• Proportion of nonperforming
loans  in all outstanding  credit
to remain on par at regional
level by 2010 (from 4% in 2005)

• TA and investment to
strengthen nonbank
financial services

• Financial sector
development programs

• Private sector operations
in financial sector

World Bank, UNDP,
IFC, and Germany

• Common
incidences of petty
corruption in the
delivery of public
services

• Reduce opportunities for
corruption

• Implementation guidelines of
anticorruption and anti-money-
laundering laws issued and
enforced

• Support to implement the
anticorruption and anti-
money-laundering laws

World Bank, United
Kingdom, and Norway;
UNDP

• Lack of criteria for
public investment
allocation

• Public resources allocation more
transparent and equitable

• Transparent procedures on
public resources allocation set
and used

• TA on capacity
strengthening of public
investment planning

UNDP, World Bank, and
European Union;
Denmark and Australia,

• Public
    resources

management
becomes more
effective,
transparent,
and
accountable

• Limited participation
of stakeholders in
targeted programs

• More participation in poverty-
specific targeted programs at
commune and district levels

•  District and commune planning
done with stakeholder
involvement as evidenced by
participation in Program 135
decision making

• TA on monitoring and
evaluation

• Capacity strengthening for
local planning

World Bank, UNDP, and
European Union; and
Australia  M

atrix 1
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Government’s Medium-Term
Development Agenda

ADB’s Strategic Focus

Goals and
Strategiesa

Key
Constraints/Issues

Outcomes
(that ADB intervention expects to

influence by 2010)
Tracking Indicators/ Milestones
to Assess CSP Implementation

Programmed  ADB
Interventions, 2007–2010
(to help the Government

achieve the targets)

Links with
Interventions of Other

Major Development
Partners

• Lack of M&E
system to ensure
that goals and
objectives are
achieved

• Planning performance to be
consistently monitored and
evaluated

• SEDP M&E frameworks and
guidelines set and used for the
2006–2010 SEDP monitoring
and evaluation

• Weak capacity of
local government
staff

• Improved capacity to support the
transfer of more responsibilities
to local officials (in areas such
as private sector development,
public services delivery, and
planning local infrastructure)

• Percentage of communes in
Program 135 act as investment
owners

•  PRSC
• Capacity strengthening for

local level planning

World Bank, UNDP, and
European Union;
Australia, United
Kingdom, and Sweden

• Improve
access and
quality of
secondary
education

• Additional skilled
labor needed to
help achieve SEDP
targets

• Government achieves
enrollment targets

• Improvement in the quality of
education

• Increase the lower secondary
enrollment rate from 85%
(2001–2005) to 90% by 2010

• Public expenditure on education
to reach 20% of total budget
(2006–2010) from 18% in 2005

• UNDP’s Human Development
Index for Viet Nam improved
from 0.704 in 2005 to 0.725 by
2010.

• All provinces completing
universal lower secondary
education by 2010 (from 31 in
2005)

• TA and investments in
secondary education

Belgium, Australia, and
Germany

Pillar II. Inclusive Social Development
Goal: Improve Living Standards
• Reduce

poverty,
especially in
isolated areas

• Difficulty in
reaching the
targeted
beneficiaries of
poverty reduction
programs in
remote areas

• Better state budget management
and linked public spending and
plans

• Greatly reduced poverty among
the poorest rural population, and
among ethnic minority groups

• More rural jobs and income
opportunities

• 8 million jobs by 2010 created
(about 50% for women)

• 40% of workforce completed
technical and vocational
trainings by 2010 (from the 10.7
million or 25% of the total labor
force in 2005)

• Poverty rate to be reduced to
10–11% by 2010 from 22% in
2005

• Program–based support
for selected targeted
programs (such as the
PRSC, Program 135)

• TA to strengthening the
local planning capacity

• Vocational trainings

World Bank, United
Kingdom, Japan,
Denmark, Sweden,
Canada, and Finland
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Government’s Medium-Term
Development Agenda

ADB’s Strategic Focus

Goals and
Strategiesa

Key
Constraints/Issues

Outcomes
(that ADB intervention expects to

influence by 2010)
Tracking Indicators/ Milestones
to Assess CSP Implementation

Programmed  ADB
Interventions, 2007–2010
(to help the Government

achieve the targets)

Links with
Interventions of Other

Major Development
Partners

• Lack of access to
infrastructure by
rural communities

• Number of communities having
access to infrastructure and
market increased

• By 2010, 100% population
access to basic rural
infrastructure/roads

• Rural infrastructure (roads,
water finance, water
supply, sanitation, and
livelihoods)

World Bank; European
Union, United Kingdom,
Denmark, and Finland

• Reduce
morbidity, and
improve
physical
health, life
expectancy,
and quality of
life

• Lack of adequate
resources improve
and extend
preventive health
care needed to
achieve MDG and
VDG targets

• Child mortality rates reduced
• Access of health services by the

poor and the ethnic minorities
improved

• HIV/AIDs infection rate lowered

• Child mortality (under 5 years
old) reduced to 26 per 1,000 by
2008 and 25 per 1,000 by 2010

• Health care expenditure to
reach 2.7% of total investment
capital during 2006–2010

• 26 beds per 10,000 people by
2010 (from about 24 in 2005)

• 75% of communes to have
doctors and facilities with MOH
standards by 2008 and 80% by
2010 (from 68% in 2005)

• HIV/AIDS infection rate lowered
to 0.4% by 2010 from 0.44% in
2005

• TA and financial support
focusing on sector
strengthening and
reforms, reaching the
vulnerable, and control of
communicable diseases

• Regional initiatives on
HIV/AIDs prevention
(ongoing)

• Regional (GMS)
communicable disease
control programs

European Union,
Australia, World Bank,
Japan, and Sweden

Pillar III. Sustained Environmental Management
Goal: Sustain the renewable natural resources and protect the environment
• Manage,

extract and
use natural
resources to
sustain
growth and
eradicate
hunger, and
reduce
poverty,
vulnerability,
and
environmental
degradation

• Rapid economic
growth and urban
pressures
threatening the
natural and urban
environment

• Limited capacity to
protect high-value
biodiversity areas

• Sustainable management and
integrated management of
shared resources (water,
biodiversity, coastal)

• Biodiversity (proportion of
forested areas that has a close
canopy and is highly biodiverse)
to  increase to 11.2% by 2010
from the 7.5% in 2005

• TA and financial support to
improve resource
management and rural
and coastal livelihoods.

• GMS Program to
encourage sustainable
management of shared
natural resources

• GMS  biodiversity corridor
initiative

Germany, FAO,
Denmark, Japan, World
Bank, Sweden,
European Union,
Netherlands, Australia,
and WWF
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Government’s Medium-Term
Development Agenda

ADB’s Strategic Focus

Goals and
Strategiesa

Key
Constraints/Issues

Outcomes
(that ADB intervention expects to

influence by 2010)
Tracking Indicators/ Milestones
to Assess CSP Implementation

Programmed  ADB
Interventions, 2007–2010
(to help the Government

achieve the targets)

Links with
Interventions of Other

Major Development
Partners

• Improve
urban
management,
water supply
and
sanitation,
and mass
transit
systems

• Need for proactive
urban development
management to
help avoid
environmental and
social costs

• Balanced urban development
through improvement in living
and business environment, and
job creation in secondary cities

• Avoid the social and
environmental costs of rapid
growth in urban centers

• Ensure that most urban dwellers
have access to piped water, and
solid waste disposal mechanism

• 90% of solid waste treated by
2010, from the 65% in 2005

• 80% of hazardous waste treated
by 2010, from the 40% in 2005

• 100% of hospital waste treated
by 2010, from the 62% in 2005

• 75% of rural people with access
to clean water by 2010, from
62% in 2005

• TA, investment support
and policy dialogue to
improve urban
development and
management

• City comprehensive
socioeconomic
development

World Bank, UNICEF,
France, European
Union, Denmark,
Australia, and Japan

ADB = Asian Development Bank, CSP = country strategy and program, FAO = Food and Agriculture Organization, GMS = Greater Mekong Subregion, JFPPTP = Japan Fund
for Public Policy Training Program, M & E = monitoring and evaluation, M4P = Making Markets Work for the Poor, MDG = Millennium Development Goal, MOH = Ministry of
Health, PAR = public administration reform, PhPP = Phnom Penh Plan for Development Management, PPP = public–private partnership, PRSC = Poverty Reduction Support
Credit, SOCB = state-owned commercial bank, SME = small- and medium-sized enterprise, SOE = state-owned enterprise, TA = technical assistance, WB = World Bank, WWF
= World Wide Fund for Nature, UEL = Unified Enterprise Law, UNDP = United Nations Development Programme, UNICEF = United Nations Children’s Fund, UNIDO = United
Nations Industrial Development Organization.

a Selected components of the medium-term national development agenda that coincides with ADB’s strategic priorities in Viet Nam.
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COUNTRY AND PORTFOLIO INDICATORS, AND ASSISTANCE PIPELINE

Table A1.1: Progress Toward the Millennium Development Goals and Targets

Goals and Targets Country Statusa

Goal 1: Eradicate Extreme Poverty and Hunger
Target 1: Halve, between 1990 and 2015, the proportion of
people whose income is less than $1/day.

Achieved
The proportion of people living on less than $1 per
day fell from 58.1% in 1993 to 23.2% in 2004.b Viet
Nam has set ambitious targets to reduce poverty
incidence to 10–11% by 2010.

Viet Nam has met the target of halving poverty rates
between 1990 and 2015 well ahead of schedule. The
country is on track to meet the national target of
reducing the share of households below the poverty
line by 2010.

Target 2: Halve, between 1990 and 2015, the proportion of
people who suffer from hunger.

Achieved
The proportion of the population with below-minimum
dietary intake was reduced from over 30.0% in 1990
to 9.9% in 2002 and 7.8% in 2004. However, a
worrying situation has emerged whereby ethnic
minorities account for 41.5% (of the food poverty
incidence in 2002), reduced slightly from 41.8%
(1998) compared with 9.9% of the national average.

Viet Nam targets eradicating hunger in the next
decade and reducing food poverty incidence
(consumption below 2,100 calories per day) from 7%
in 2004 to less than 3% in 2010.

Goal 2: Achieve Universal Primary Education
Target 3: Ensure that, by 2015, children everywhere, boys
and girls alike, will be able to complete a full course of
primary schooling.

Likely Achieved
Current net primary enrolment rates in Viet Nam
stood at some 94.4% in 2004, and 97.5% (2005)
according to the Government’s reports.c The
Government targets the following:
(i) quality basic education for all by 2010, with

consolidation of universal primary education
(primary-education completion rates of 99% by
2010),

(ii) net enrollment rate of upper secondary school is
50% by 2010, and

(iii) universal lower secondary education by 2010
(enrollment rates of 90% by 2010).

Goal 3: Promote Gender Equality and Empower Women
Target 4: Eliminate gender disparity in primary and
secondary education, preferably by 2005, and in all levels of
education no later than 2015.

Likely Achieved
Ratio of female students declined from 48.0% (1998)
to 47.6% (2004) in primary school but increased from
46.8% to 47.8% in lower-secondary schools.
Disparities between enrollment of boys and girls have
been reduced at all levels. Viet Nam has almost
achieved gender balance in education and would
possibly achieve the goal of gender, equity in
education by 2015.

The new draft law on gender equality and the New
Education for All Action Plan call for a legal
framework and promote gender equality to provide
better opportunities for women and girls to
knowledge, education, political participation, and
resources.



Appendix 150

Goals and Targets Country Statusa

Goal 4: Reduce Child Mortality
Target 5: Reduce by two thirds, between 1990 and 2015,
the under-5 mortality rate.

Probably achievable
Under-5 mortality rates have declined rapidly from 58
deaths per 1,000 live births in 1990 to an estimated
31.5 deaths in 2004. To achieve the target, the rate
should be reduced to about 25 per 1,000 by 2010 and
19 per thousand in 2015.

Goal 5: Improve Maternal Health
Target 6: Reduce by three quarters, between 1990 and
2015, the maternal mortality ratio.

Likely Achieved
The ratio has declined from 249 per 100,000 live
births in 1990 to 165 in 2000 and 85 in 2004.d
On this basis, Viet Nam is on track to reduce the ratio
by three quarters, effectively bringing rates to 62
deaths per 100,000 live births in 2015. The
Government targets 80 per 100,000 in 2005, and 60
per 100,000 in 2010.

Goal 6: Combat HIV/AIDS, Malaria, and Other Diseases
Target 7: Have halted by 2015, and begun to reverse, the
spread of HIV/AIDS.

Unlikely Achieved
The HIV/AIDS epidemic has not yet matured. HIV
prevalence among adults (15–49 years old) is
officially estimated at 0.28% at the end of 2002.
Ability to halt and reverse the trend will depend upon
whether effective preventive steps are taken in the
next few years. The Government’s goal to halt
HIV/AIDS transmission by 2005 and halve it by 2010
(less than 0.3%) is a difficult challenge. Donor
commitments are shifting toward CDC because of
HIV/AIDS and avian influenza, including $20 million
for HIV/AIDS protection in 2006 and $15 million for
CDC in 2005 from ADB.

Target 8: Have halted by 2015, and begun to reverse, the
incidence of malaria and other major diseases.

Likely Achieved
The Viet Nam Malaria Control Program reduced the
number of malaria cases and the mortality rate by
83% in 1991–2002, and reduced nine-fold during
1995–2004. The Government’s target for malaria
mortality rate is 200 cases per 100,000 inhabitants by
2010.

Goal 7: Ensure Environmental Sustainability
Target 9: Integrate the principles of sustainable
development into country policies and programs and reverse
the loss of environmental resources.

Likely Achieved
Viet Nam's first sustainable development strategy
was drafted in 1991, and the 2001–2010 National
Environment Strategy and 2001–2005 Action Plan
are in place. Development of key environmental legal
instruments and institutions, including Agenda 21,
with the national council for sustainable development
has been progressing well and will be implemented in
provinces and mainstreamed in all sector
development plans. Environment protection is a
major pillar in the Socio-Economic Development Plan
2006–2010.

Natural forest cover increased from 27% in 1990 to
35.8% in 2002 and 37% in 2004, although the overall
quality weakened because of natural forest
destruction and loss of biodiversity associated with
the introduction of non-native flora species. The
Government is targeting about 43% of land to be
covered by forest, and about 11.6% of land to be put
under conservation by 2010.
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Target 10: Halve, by 2015, the proportion of people without
sustainable access to safe drinking water

 Achieved
In 2004, 80% of the rural population had access to
improved water sources, compared with 59% in 1990.
The MDGs target of halving the proportion of rural
population without sustainable access to safe
drinking water was reached in 2004.

Target 11: By 2020, achieve a significant improvement in
the lives of at least 100 million slum dwellers.

Latest available estimates show that the percentage
of households living in temporary houses, including
rural households, has been reduced from 36.5% in
1993 to 25% in 2005.

ADB = Asian Development Bank, HIV/AIDS = human immunodeficiency virus/acquired immunodeficiency syndrome,
MDG = Millennium Development Goal
a National goals and targets are based on the Comprehensive Poverty Reduction and Growth Strategy, approved by

the Prime Minister on 21 May 2002.
b Government Statistics Office. 2005. It is noted that the $PPP1 poverty line is not the same with the national poverty

line. The international poverty line includes essential food expenditure for standard human intake of 2,100 calories
per capita per day and non-food expenditure equivalent to 2/3 of food expenditure. Viet Nam. 2004. Viet Nam
Development Report 2004. Hanoi; Ministry of Planning and Investment. 2005. Annual Report of CPRGS 2005,
Vietnam Achieving The Millennium Development Goals. Hanoi (August).

c Ministry of Planning and Investment. 2006. Draft Socio-Economic Development Plan 2006–2010. Hanoi (April).
d  UNDP. 2006. The Millennium Development Goals Report. New York; Viet Nam’s Socio-Economic Development Plan

2006–2010.
e  ADB. 2006. MDG Statistical Tables. Manila.
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Table A1.2: Country Economic Indicators

Fiscal Year
Item 2001 2002 2003 2004 2005a

A. Income and Growth

1. GDP per Capita ($, current) 403.8 426.0 454.8 500.0   622.0
2. GDP Growth (%, in constant prices) 5.8 6.4 7.1 7.5 8.1
 a. Agriculture 2.3 3.0 3.1 2.8 3.7
 b. Industry and Construction 9.7 8.9 9.6 10.2 10.3
 c. Services 4.4 6.0 6.8 7.4 8.3

B. Saving and Investment (current and  market prices, % of GDP)

1. Gross Domestic Investment 25.9 31.3 33.7 35.5      37.6
2. Gross National Saving a 27.4 29.2 31.9 32.0 34.0

C. Money and Inflation (annual % change)

1. Consumer Price Indexb 0.8 4.0 3.0 9.5         8.4
2.   Total Liquidity (M2) 25.5 17.6 21.0 28.0         26.7

D.  Government Finance (% of GDP)

1. Revenue and Grants 21.9 22.8 24.8 24.4      24.5
2. Expenditure and Onlending 24.4 26.2 29.0 27.9 26.6
3. Overall Fiscal Surplus (deficit)c (3.0) (3.8) (4.6) (3.8) (2.8)

E. Balance of Payments

1. Merchandise Trade Balance (% of GDP) 1.5 (3.8)  (12.6)   (11.5)         (8.8)
2. Current Account Balance (% of GDP)d 1.5 (2.8) (6.9) (5.7)         (3.6)
3. Merchandise Export ($) Growth (annual % change) 6.5 7.4 20.4 30.3         20.5
4. Merchandise Import ($) Growth (annual % change) 6.0 19.5 37.4 26.0         16.0

F. External Payments Indicators

1. Gross Official Reserves (including gold, $ million 3,540 3,815 5,577 6,027       7,730
 in weeks of current year's imports of goods) 11.2 11.0 9.4 9.3 10.0
2.  External Debt Service
  (% of exports of goods and services) 10.6 8.3 8.0 6.7 5.7
3. Total External Debt (% of GDP) 41.4 38.7 34.1 34.0 39.5

G. Memorandum Items

1. GDP (current prices, D billion) 470,906 512,223 573,083 677,928 824,213
2. Exchange Rate (D/$, average) 14,800 15,280 15,656 15,781 15,939
3. Population (million) 78.8 80.0 80.8 82.1 83.1

D = dong, GDP = gross domestic product, ( ) = negative.
a Estimate.
b Annual change (%, period average).
c Excluding grants and including on lending.
d Excluding official transfers.
Sources: Asian Development Bank, General Statistical Office of Viet Nam, International Monetary Fund, Ministry of
Finance of Viet Nam, and State Bank of Viet Nam.
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Table A1.3: Country Poverty and Social Indicators
Period

Item 1985  1990 Latest Year
A.  Population Indicators
 1. Total Population (million) 59.9  66.2  83.2  [2005]
 2. Annual Population Growth Rate (% change) 2.1  2.3  1.37  [2005]
B. Social Indicators
 1. Total Fertility Rate (births/woman) 4.2 [1987] 3.3 [1992] 2.3  [2000–2005]
 2. Maternal Mortality Rate (per 100,000 live births) —  165 [2000] 85  [2004]
 3. Infant Mortality Rate (below 1 year/1,000 live births) 47 [1987] 44  18  [2004]
 4. Life Expectancy at Birth (years) 65  67  71.3  [2004]
  a. Female 67  69  72.6  [2003]
  b. Male 63  64  68.6  [2003]
 5. Adult Literacy (%) 84  88  90.3  [2003]

a. Female 86.9 [2003]
b. Male 93.9 [2003]

6. Primary School Gross Enrollment (%)a 110 [1986–1987] 103 [1991–1992] 106.8 [2002]
7a. Lower Secondary School Gross Enrollment (%)a 58 [1986–1987] 44 [1991–1992] 79.9 [2004]
7b. Upper Secondary School Gross Enrollment (%)a 24 [1986–1987] 13 [1991–1992] 36.6  [2003]
8. Child Malnutrition (% below age 5) 52 [1980–1985] 58 [1991–1992] 26.6  [2004]
9. Population Below Poverty Line (national, %)c —  58 [1993] 23.2  [2004]
10. Population with Access to Improved Water (%) 27 [1985–1988] 65 [1988–1991] 85  [2004]
11. Population with Access to Improved Sanitation (%) —  29 [1990] 61  [2004]
12. Public Education Expenditure (% of GDP) 1.0  1.0  3.4  [2004]

 13. Human Development Index —  0.47  0.691  [2004]
  Rank —  115  112  [2004]
 14. Gender-Related Development Index —  —  0.689  [2004]
  Rank —  —  87  [2004]
C. Poverty Indicators
 1. Poverty Incidencec  58.1 [1992–1993] 23.2  [2004]
 2. Percent of Poor to Total Population
  Northern East  86 [1992–1993] 29.2  [2004]
  Northern West  81 [1992–1993] 51.9  [2004]
  Red River Delta  63 [1992–1993] 18.5  [2004]
  North Central  75 [1992–1993] 36.5  [2004]
  Central Coast  50 [1992–1993] 27.1  [2004]
  Central Highlands  70 [1992–1993] 32.8  [2004]
  Southeast  33 [1992–1993] 6.1  [2004]
  Mekong Delta  47 [1992–1993] 20.1  [2004]
 3. Poverty Gapd  18.5 [1992–1993] 4.7  [2004]
 4. Poverty Severity Indexe  —  1.7  [2004]
 5. Inequality (Theil L index)f  0.18 [1992–1993] 0.224  [2004]
 6. Human Poverty Indexg  —  21.2 [2001]
  Rank  —  47  [2003]
— = not available, GDP = gross domestic product, GNP = gross national product.
a Gross enrollment ratios are defined as the number enrolled in a level of education, whether or not they belong in the relevant age

group for that level. They are expressed as a percentage of the population in the age group 6–10 years for primary school, 11–14
years for lower secondary school, and 15–17 years for upper secondary school.

b  Head count ratio, which measures the percentage of the population with per capita expenditure below the domestically defined
poverty line.  Data based on the international poverty line defined by $1 a day and $2 a day is not available.  The 2000 figure was
based on the international Viet Nam living standards survey.

c The international poverty line includes essential food expenditure for standard human intake of 2,100 calories per capita per day
and non-food expenditure equivalent to two thirds of food expenditure.

d Measures the average distance between the expenditures of the poor and the poverty line, as the percentage of the latter.
e Measure the intensity of poverty and gives more weight for the poorest.
f Based on Theil L index, a measure of inequality based on information/probability theory.
g The human poverty index measures deprivations in the three basic dimensions: (i) knowledge, (ii) a long and healthy life, and

(iii) a decent standard of living. The value ranged from 4.0% (least deprived) to 63.6% (most deprived).
Sources: UNDP. 2004. Human Development Report. New York; Joint donor report to the Viet Nam Consultative Group Meeting.
2004. Viet Nam Development Report 2005: Governance. Hanoi; World Bank. 2004; World Development Report 2005: A better
investment climate for everyone. Washington, DC; and UNDP. 2003. Closing the Millennium Gaps. Hanoi.
ADB.2006. MDG Statistical Tables. Manila.
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Table A1.4: Country Environment Indicators

Indicator 1980 Latest Year

A. Energy Efficiency of Emissions
 1. GDP/Unit of Energy Use (PPP$/kgoe) — 4.4 [2003]
 2. Traditional Fuel Use (% of total energy use) 49.1 25.3 [2002]
 3. Carbon Dioxide Emissions

Tons 16.8 66.2 [2002]
Tons per Capita 0.3 0.8 [2002]

B. Water Pollution: Water and Sanitation
 1. % Urban Population with Access to Improved Water Sources — 99 [2004]
 2. % Rural Population with Access to Improved  Water Sources — 44 [2004]
 3. % Urban Population with Access to Sanitation — 92 [2004]

C. Land Use and Deforestation
 1. Forest Area (million hectares) — 12.9 [2005]
 2. Average Annual Deforestation
  a. Km2 — (241) [2000–2005]
  b. % Change — (2.0) [2000–2005]
 3. Rural Population Density (people/km2 of arable land) — 904 [2003]
 4. Arable Land (% of total land) 18.2 20.5 [2003]
 5. Permanent Cropland (% of total land) 1.9 7.1 [2003]

D. Biodiversity and Protected Areas
 1. Nationally Protected Areas
  a. Thousand Square Km — 11.6 [2004]
  b. % of Total Land — 3.4 [2004]
 2. Mammals (number of threatened species) — 41 [2004]
 3. Birds (number of threatened species) — 41 [2004]
 4. Higher plants (number of threatened species) —             145 [2004]
 5. Reptiles (number of threatened species) — 24 [2004]
 6. Amphibians (number of threatened species) — 15 [2004]

E. Urban Areas
 1. Urban Population
  a. Million 10.3 21.6 [2004]
  b. % of Total Population 19.0 26.3 [2004]
 2. Per Capita Water Use (liters/day)—Hanoi — —
 3. Wastewater Treated (%) — —
 4. Solid Waste Generated per Capita (kg/day) — —
— = not available, GDP = gross domestic product, kg = kilogram, kgoe = kilograms of oil equivalent, km2 = square
kilometer, PPP = purchasing power parity.
Sources: World Bank. 2002, 2003, 2005 World Development Indicators. Washington, DC; UNDP. 2003. Closing the
Millennium Gaps. Hanoi; and UNDP. 2005. Human Development Reports. Washington, D.C.



Table A1.5: Development Coordination Matrix

Coordination
Mechanism

• Country overall operations: consultative group meetings, monthly United Nations (UN) country team meetingsa, Poverty Task Force
meetings, country strategy and program mission consultations, and country portfolio review mission consultations

• Sector/thematic areas: policy coordination through sector coordination partnership meetings, sector or subsector focus, and
geographical focus (i.e., central region poverty pockets, GMS)

• Project-level coordination: project processing and review mission consultations, cofinancing arrangements, and quarterly portfolio
review meetings

Current ADB Strategy/
Activities

Other Development Partners’ Strategy and/or Main ActivitiesbSector/Thematic
Areas

Multilateral Institutions and the UN System Bilateral

European Union Integrated rural
development

Australia Capacity building for agriculture and
rural development, rural development,
water resource management, natural
disaster mitigation/flood control

FAO Policy advice, capacity
building

Germany Rural development, food security

IFAD Integrated rural
development

Finland Rural development

Japan Rural development through farmer’s
organization, irrigation, and other
small-scale rural infrastructure

France Rural development, rural Infrastructure,
flood control, and irrigation

Netherlands Policy, capacity building, water
resources management

Sweden Rural development

Agriculture Irrigation, agriculture science
and technology, water resource
management (irrigation), rural
infrastructure

World Bank Water resource
management, community-
based rural infrastructure

Belgium Rural  development, rural
infrastructure, irrigation, water resource
management

FAO Forestry Denmark Biodiversity
Germany Reforestation

Natural Resources
and Environment

Environment policy, biodiversity,
forestry, water, coastal and
marine, industrial clean
production

UNDP Capacity building and policy
advice for implementation of
Agenda 21,
environment/poverty
linkages, international
environmental agreements,
and disaster mitigation

Japan Forest management, environmental
management, policy
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Current ADB Strategy/
Activities

Other Development Partners’ Strategy and/or Main ActivitiesbSector/Thematic
Areas

Multilateral Institutions and the UN System Bilateral

Sweden Environment policy and administration
World Bank Community forestry

management
Netherlands Forest sector development and

livelihood improvement, forest land
allocation and SFE reform, SUF
protection, NTFP sub-sector
development, biodiversity, green
corridors. Integrated river basin
management, coastal zone
management

EC Forest sector development UK Poverty and environment project
WWF Green corridor,

conservation
Finland Forest sector

UNIDO Cleaner technology and
reduction of industrial
pollution

Australia Australian Development Scholarship
(ADS), primary education for
disadvantage children, Australian
leadership wards

European Union Education management
Sector support for
education

Germany Vocational training
World Bank Primary education,

curriculum development,
higher education

Japan Primary education (curriculum
development, training, management);
higher education

Sweden Education policy and administration;
higher education

UK Primary education, budget support for
Education for All

UNICEF Early childhood
development, children
friendly education,
Adolescents focusing on
lower secondary education Belgium Primary and secondary education,

teacher training

Education Secondary education, teacher
training

UNESCO Girl’s education, early
childhood development and
primary education, local
capacity development, non-
formal education for ethnic
minorities.

Health Primary health care (PHC) in
Central Highlands and lower
Central Region

European Union Health sector support to
Northern Uplands and
Central Highlands
Avian influenza

Australia  transboundary/regional HIV/AIDS
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Current ADB Strategy/
Activities

Other Development Partners’ Strategy and/or Main ActivitiesbSector/Thematic
Areas

Multilateral Institutions and the UN System Bilateral

UNICEF Primary health, maternal
and child health, nutrition,
HIV/AIDS, and monitoring
health benchmark

Germany Preventive health (HIV/AIDS, avian
flu), family health, health referral
system in provinces

Japan Hospital, infectious disease (avian flu),
reproductive health

Sweden Health policy and administration, basic
health care, STD control

World Bank PHC in Northern Uplands,
Mekong and upper Central
Region. HIV/AIDS, avian
influenza, Health financing.

UK HIV/AIDS
UNDP Strengthening national

leadership in HIV/AIDS
prevention (working with
National  Assembly and
Communist Party)

Netherlands Reproductive health, AIDS/HIV, TB,
Avian influenza

Communicable disease control,
including HIV/AIDS and avian
influenza control and laboratory

Health sector reform

Global Fund HIV/AIDS, malaria, TB USAID Avian influenza, HIV/AIDS
UNICEF Water supply, water quality France Urban development, water supply

Finland Water and sanitation program for small
towns

World Bank Urban and rural water
supply, urban development

Germany Waste water/solid waste management
in provincial cities

Sweden Rural water supply
Japan Urban and rural water supply, urban

development
Denmark Water strategy, rural water supply
Australia Rural water supply and sanitation

Urban and Water
Supply

Urban development, water
supply, GMS tourism
infrastructure development,
urban environmental
improvement

EC Urban Environmental
Planning Programme

Belgium Urban and rural water supply  and
sanitation, urban development and
environment

World Bank Power generation France Power transmission and distribution,
rural electrification

Energy Power transmission, GMS power
transmission, power generation,
power market development UNDP Capacity building and policy

advice for energy
conservation in SMEs, and
in public lighting

Sweden Energy policy and administration, rural
power generation and transmission,
hydropower

Appendix 1
57



Current ADB Strategy/
Activities

Other Development Partners’ Strategy and/or Main ActivitiesbSector/Thematic
Areas

Multilateral Institutions and the UN System Bilateral

Japan Power generation and transmission,
transformation and distribution. Power
sector master plan, policy advice.
Establishment of technical and safety
standards for electric facility, Coalmine
gas control

Belgium Transmission and distribution
UNIDO Clean development

mechanism for hydropower
and energy efficiency

UNICEF Road safety Japan Roads, bridges, tunnels, rural roads,
master plans, railways, airway, road
management and maintenance, road
safety, capacity building

UK Rural transport, capacity building
France Railways
Germany Railways

Transport Expressway, rural roads, GMS
roads

World Bank National roads, rural
transport, inland waterway,
road management  and
maintenance, capacity
building

Korea Capacity building

IMF Monetary policy operations,
exchange rate management

Denmark SME (policy, labor issues, contract
dispute resolutions)

European Union SME (incubator, local
business environment)

Germany SME development

World Bank Banking reform, SOCB
restructuring, central
banking reform

Sweden Bank supervision (advisory, training)

UNIDO SME (policy framework) Japan Financial and monetary policy, SME
(SME finance, technical assistance),
SOE reform, Viet Nam-Japan Joint
Initiative to promote FDI

MPDF SME (business-enabling
environment, access to
finance, banking training
center

France SME development, nonbank financing,
microfinance

Australia Microfinance expansion, support to
MPDF operations

Finance, Industry  Nonbank financial sector, micro
finance, SME development, SOE
reform

UNDP Capacity building for
financial analysis and
development management UK SOE Reform
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Current ADB Strategy/
Activities

Other Development Partners’ Strategy and/or Main ActivitiesbSector/Thematic
Areas

Multilateral Institutions and the UN System Bilateral

World Bank Custom modernization US Implementation of US-Viet Nam BTA

UK Beyond WTO implementation:
enhancing Viet Nam’s capacity to
sustain pro-poor growth and protect
poverty reduction gains

Trade WTO, regional (cross-border
trade)

EC WTO accession preparation

Australia Capacity building for WTO accession,
Beyond WTO

UNDP Capacity building and policy
advice for trade and service

Canada Capacity building in legislative draftingUNDP PAR master plan
implementation. PAR in
HCMC and MARD. Legal
system development
strategy. Civil society,
business, parliamentary
development, and budget
oversight

Japan Legal reforms, civil service reform

UNICEF Gender and development Denmark PAR implementation at local level
Germany Capacity building in planning and

managing complex PAR activities,
training at NAPA, and developing a
new budget framework

Sweden Legal and judicial reforms
Anticorruption
PAR implementation at local level

Denmark Capacity building
U.K Financial management and

Government Inspectorate

Governance Public administration reform,
anticorruption.

EC Support to legislative, legal,
judicial institutions, State
Audit, State Bank.
Support financial institutions
on fiscal and legal policy,
taxation, customs,
accounting, auditing,
insurance and quality
control.

Australia Capacity building for effective
governance, human right technical
cooperation, V-A monitoring and
evaluation strengthening program

U.K PRSC, P135
Australia Sedema
Sweden Chia Se Program
Netherlands PRSC, livelihood improvement
Germany PRSC

Poverty Reduction PRSC, others WB, cofinanced
by several
donors
including ADB

PRSC

Finland PRSC
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Current ADB Strategy/
Activities

Other Development Partners’ Strategy and/or Main ActivitiesbSector/Thematic
Areas

Multilateral Institutions and the UN System Bilateral

MPDF Consultation with business
group to provide inputs to
Gender Equality Law

CIDA Development of gender planning
manual

WB (and other
donors),
PRSC4

Gender-sensitive planning Switzerland Implementation of Gender Equality
Law

Gender Gender Equality Law, Gender
Action Plan at MARD, Gender
Assessment and Gender
Strategic Issues

UNIDO Women entrepreneurship
development in rural
provinces

Sweden Gender fund for communal/district level
and NGOs

ADB = Asian Development Bank, BTA =  Bilateral Trade Agreement, CIDA = Canadian International Development Agency, CPM = country programming mission,
CPRM = country portfolio review mission, DFID = Department for International Development, EC = European Union, FAO = Food and Agricultural Organization of the
United Nations, FDI = foreign direct investment, GMS = Greater Meeting Subregion, IFAD = International Fund for Agriculture Development, IMF = International
Monetary Fund, MARD = Ministry of Agriculture and Rural Development,  MPDF = Mekong Project Development Facility, NAPA = National Academy of Public
Administration, NGO = nongovernment organization, PAR = public administration reform, PRSC = Poverty Reduction Support Credit, QPRM = quarterly portfolio
review meeting, SOCB = state-owned commercial bank, UK = United Kingdom, SME = small and medium enterprise,  UN = United Nations, UNDP = UN
Development Programme, UNICEF = UN Children’s Fund, UNIDO = United Nations Industrial Development Organizations, UNODC = UN Office of Drugs and Crime,
US = United States, UXO = unexploded ordinance, V-A = Viet Nam–Australia, WB = World Bank, WTO = World Trade Organization, WWF = World Wild Fund for
Nature.
a Monthly UN country team meetings refer to organized regular consultations between funding agencies operating in the Viet Nam on sector and/or thematic focus
areas of involvement. QPRMs are conducted quarterly by the ADB Viet Nam Resident Mission to review progress of current operations and discuss portfolio
implementation issues with the Government and funding agencies. As a practice, most ADB missions including CPMs and CPRMs, consult with the Ministry of
Planning and Investment and executing agencies in Viet Nam.
b   Areas of intervention where substantial investment or grant packages are implemented or programmed.
Sources: Various development agencies’ reports and programs.
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Table A1.6: Portfolio Indicators—Portfolio Amounts and Ratings
(public sector loans, as of 31 March 2006)

Ratinga
Net Loan
Amount Total Highly

Satisfactory Satisfactory
Partly

Satisfactory
Unsatis-
factory

Potential
Problemb At Riskc

Sector $ million % No. % No. % No. % No. % No. % No. % No. (%)
Agriculture and Natural
Resources

398.1 17.7 7 20.6 0 0.0 5 71.4 2 28.6 0 0.0 1 14.3 2 28.6

Education 239.2 10.6 5 14.7 0 0.0 5 100.0 0 0.0 0 0.0 0 0.0 0 0.0
Energy 480.0 21.3 2 5.9 0 0.0 2 100.0 0 0.0 0 0.0 0 0.0 0 0.0
Finance 154.5 6.9 3 8.8 0 0.0 3 100.0 0 0.0 0 0.0 0 0.0 0 0.0
Health, Nutrition, and
Social Protection

123.7 5.5 3 8.8 0 0.0 3 100.0 0 0.0 0 0.0 0 0.0 0 0.0

Industry and Trade 69.1 3.1 2 5.9 0 0.0 2 100.0 0 0.0 0 0.0 0 0.0 0 0.0
Law and Public Sector
Management

14.9 0.7 1 2.9 0 0.0 1 100.0 0 0.0 0 0.0 0 0.0 0 0.0

Multisector 122.4 5.4 2 5.9 0 0.0 1 50.0 0 0.0 1 50.0 0 0.0 1 50.0
Transport and
Communications

475.2 21.1 6 17.6 0 0.0 6 100.0 0 0.0 0 0.0 0 0. 0 0.0

Water Supply, Sanitation,
and Waste Management

177.8 7.9 3 8.8 0 0.0 2 66.7 1 33.3 0 0.0 0 0.0 1 33.3

 Total 2,254.9 100.0 34 100.0 0 0.00 30 88.2 3 8.8 1 2.9 1 2.9 4 11.8
No. = number.
a  Rating for implementation progress and development objectives, based on the lower rating of either.
b Potential problem loans are satisfactory loans but have four or more risk factors associated with partly satisfactory or unsatisfactory performance.
c  A loan is "at risk" if it is rated as partly satisfactory, as unsatisfactory, or as a potential problem.

  Source: loan financial information system (LFIS).
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Table A1.7: Portfolio Indicators—Disbursements and Net Transfers of Resources
(public sector loans, as of 31 March 2006)

Disbursements and Transfers OCR ADF Total

Disbursementsa

 Total Funds Available for Withdrawal ($ million) 0.00 1,713.22          1,713.22

 Disbursed Amount ($ million, cumulative) 0.00    702.36 702.36

 Percentage Disbursed (disbursed amount/total available) 0.00    41.0  41.0

 Disbursements ($ million, latest year) 0.00     16.94    16.94

 Disbursement Ratio (%)b 0.00       1.72      1.53

Net Transfer of Resources ($ million)
 2001        (1.3) 166.5 165.2

 2002       18.6 201.8 220.4

 2003        (3.8) 219.7 215.9

 2004        (4.0) 160.8 156.8

 2005        (4.1) 195.0 191.0

ADF = Asian Development Fund, OCR = ordinary capital resources.
a Includes all loans with disbursements during 2005.
b Ratio of disbursements during the year over the undisbursed net loan balance at the beginning of the year less cancellations during the year.
Effective loans during the year have also been added to the beginning balance of undisbursed loans.

Source: Asian Development Bank estimates.
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Table A1.8: Portfolio Indicators—Evaluation Rating by Sector
(1993 2005)

Highly
Successful Successful

Partly
Successful Unsuccessful No Rating Total

Sector No. % No. % No. % No. % No. % No. %
Agriculture and Natural Resources 0 0.0 2 33.3 0 0.0 0 0.0 0 0.0 2 33.3
Education 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
Energy 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
Finance 0 0.0 2 33.3 0 0.0 0 0.0 0 0.0 2 33.3
Health, Nutrition, and Social Protection 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
Industry and Trade 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
Law and Public Sector Management 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
Multisector 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
Transport and Communications 0 0.0 2 33.3 0 0.0 0 0.0 0 0.0 2 33.3
Water Supply, Sanitation, and Waste

Management
0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0

 Total 0 0.0 6 100.0 0 0.0 0 0.0 0 0.0 6 100.0
  Source: Asian Development Bank’s Postevaluation Information System.
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Table A1.9: Portfolio Implementation Status
(public sector loans, as of 31 March 2006)

Net Loan Amount Approval Effective Closing Date Project
 Loan OCR ADF Date Date Original Revised Progress

Sector No. Title ($ million) ($ million) (dd/mm/yy) (dd/mm/yy) (dd/mm/yy) (dd/mm/yy) (% complete)
AG 1515 Forestry Sector  0.00 12.16 20-Mar-97 08-Oct-97 31-Dec-03 31-Dec-05 95
AG 1781 Tea and Fruit Development  0.00 44.27 14-Nov-00 14-Nov-01 30-Jun-07 — 75
AG 1972 Agriculture Sector Development Program  0.00 65.02 16-Dec-02 27-Oct-03 31-Mar-06 — —
AG 1973 Agriculture Sector Development Project  0.00 32.65 16-Dec-02 27-Oct-03 30-Sep-06 — —
AG 1855 Second Red River Basin Sector Project  0.00 77.94 13-Nov-01 17-May-02 30-Jun-08 — 16
AG 2025 Phuoc Hoa Water Resources  0.00 90.95 27-Nov-03 23-Aug-04 31-Mar-11 — 2
AG 2223 Central Region Water Resources  0.00 75.10 19-Dec-05  —  — — 0
ED 1655 Vocational and Technical Education  0.00 50.48 11-Dec-98 17-Dec-99 30-Oct-04 30-Sep-06 59
ED 1718 Teacher Training  0.00 26.06 14-Dec-99 21-Sep-00 30-Sep-06 31-Mar-08 75
ED 1979 Upper Secondary Education Development  0.00 59.99 17-Dec-02 22-Mar-04 31-Dec-09 — 29
ED 2115 Second Lower Secondary Education

Development
0.00 53.99 26-Nov-04 18-Mar-05 30-Jun-11 — 14

ED 1537 Lower Secondary Education Development  0.00 48.71 16-Sep-97 27-Mar-98 30-Jun-04 31-Dec-04 100
EN 2128 Northern Power Transmission Sector   120.00   0.00 13-Dec-04 16-Dec-05 31-Dec-09 — 6
EN 2225 Northern Power Transmission Expansion   360.00   0.00 21-Dec-05  — — — 0
FI 1990 Housing Finance  0.00 32.32 20-Dec-02 06-Jan-04 30-Jun-08 — 6
FI 2118 Financial Sector Program Loan (Subprogram II)  0.00 34.24 03-Dec-04 15-Mar-05 01-Apr-07 — —
FI 1802 Rural Enterprise Finance  0.00 87.98 12-Dec-00 09-Aug-01 30-Nov-06 — 40
HL 1777 Rural Health  0.00 75.87 09-Nov-00 30-Oct-01 31-Dec-06 — 71
HL 2180 Preventive Health System Support Project  0.00 27.69 25-Aug-05 07-Mar-06 01-Jun-12 — 1
HL 2076 Health Care in the Central Highlands  0.00 20.17 09-Jan-04 30-Aug-04 30-Jun-10 — 12
IN 2095 SME Development Program (Subprogram I)  0.00 59.82 21-Oct-04 06-Apr-05 30-Nov-06 — —
IN 1971 GMS: Mekong River Tourism Infra Development  0.00   9.25 12-Dec-02 25-Sep-03 30-Jun-08 — 34
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Net Loan Amount Approval Effective Closing Date Project
 Loan OCR ADF Date Date Original Revised Progress

Sector No. Title ($ million) ($ million) (dd/mm/yy) (dd/mm/yy) (dd/mm/yy) (dd/mm/yy) (% complete)
  LW 2194 Support to Implementation of Poverty Reduction

Program II 0.00 14.91 03-Nov-05 — — — —
MS 1702 HCMC Environmental Improvement  0.00  73.27 07-Oct-99 29-Jun-00 30-Jun-06 — 15
MS 1883 Central Region Livelihood Improvement Project  0.00 49.09 17-Dec-01 15-Sep-02 30-Sep-07 30-Sep-09 13

TC 2195
Central Region Transport Networks Improvement
(Sector)  0.00 93.92 11-Nov-05 28-Feb-06 31-Dec-10  — 0

TC 2222 GMS: Kunming - Haiphong Transport Corridor  0.00    6.06 19-Dec-05 — 30-Sep-08  — 2
TC 1653 Third Road Improvement - Segment 1  0.00 118.57 10-Dec-98 20-Sep-99 31-Dec-03 31-Dec-05 98
TC 1653 Third Road FDRC - Segment 2  0.00 53.71 21-Dec-00 — 31-Dec-02 31-Dec-05 100
TC 1660 GMS: HCMC - Phnom Penh Highway  0.00 96.89 15-Dec-98 09-Nov-99 30-Jun-03 31-Dec-05 100
TC 1728 GMS: East-West Corridor  0.00 26.20 20-Dec-99 21-Sep-00 31-Dec-04 30-Jun-06 80
TC 1888 Provincial Roads Improvement (Sector) Project  0.00 79.79 18-Dec-01 03-Sep-02 31-Dec-06 — 67

WS 1880
Third Provincial Towns Water Supply &
Sanitation  0.00 67.74 13-Dec-01 17-Sep-02 30-Jun-08 — 50

WS 1514 2nd Provincial Towns Water Supply & Sanitation  0.00 65.78 27-Feb-97 17-Nov-97 30-Jun-02 30-Jun-05 100

WS 2034
Central Region Urban Environmental
Improvement  0.00 44.31 08-Dec-03 23-Jun-04 31-Dec-09 — 9

  Total   480.00 1,774.89
— = not available; ADF = Asian Development Fund; AG = agriculture and natural resources; ED = education; EN = energy; FI = finance; HL = health, nutrition, and social
protection; IN = industry and trade; LW = law and public sector management; MS = multisector; No. = number; OCR = ordinary capital resources; TC = transport and
communications; WS = water supply, sanitation, and waste management.
Source: Project performance report country details.
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Cumulative
Contract Awards/ Cumulative

 Loan Commitments Disbursements Rating Potential At
Sector No. Title ($ million) ($ million) IP DO Problem a Risk b

AG 1515 Forestry Sector 10.29 10.19 S S No No
AG 1781 Tea and Fruit Development 29.99 33.56 S S No No
AG 1972 Agriculture Sector Development Program 43.47 43.47 S S No No
AG 1973 Agriculture Sector Development Project 12.65 12.60 PS S No Yes
AG 1855 Second Red River Basin Sector Project   8.47   8.83 S S No No
AG 2025 Phuoc Hoa Water Resources   0.75   2.39 S PS Yes Yes
AG 2223 Central Region Water Resources   0.00   0.00 S S No No
ED 1655 Vocational and Technical Education 29.85 21.02 S S No No
ED 1718 Teacher Training 20.00 13.73 S S No No
ED 1979 Upper Secondary Education Development   8.50   4.32 S S No No
ED 2115 Second Lower Secondary Education Development   0.14   3.16 S S No No
ED 1537 Lower Secondary Education Development 47.17 47.55 S S No No
EN 2128 Northern Power Transmission Sector   0.07   0.00 S S No No
EN 2225 Northern Power Transmission Expansion   0.00   0.00 S S No No
FI 1990 Housing Finance   1.55   4.36 S S No No
FI 2118 Financial Sector Program Loan (Subprogram II)   9.78   9.78 S S No No
FI 1802 Rural Enterprise Finance 62.11 64.14 S S No No
HL 1777 Rural Health 49.67 31.99 S S No No
HL 2180 Preventive Health System Support Project   0.00   0.00 S S No No
HL 2076 Health Care in the Central Highlands   0.97   1.26 S S No No
IN 2095 SME Development Program (Subprogram I) 25.31 25.31 S S No No
IN 1971 GMS: Mekong River Tourism Infra Development   0.98   0.62 S S No No
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Cumulative
Contract Awards/ Cumulative

 Loan Commitments Disbursements Rating Potential At
Sector No. Title ($ million) ($ million) IP DO Problem a Risk b

LW 2194 Support to Implementation of Poverty Reduction
Program II             0.00 0.00 S S No No

MS 1702 HCMC Environmental Improvement             6.83 4.75 U S No Yes
MS 1883 Central Region Livelihood Improvement Project             3.82 4.80 S S No No
TC 2195 Central Region Transport Networks Improvement

(Sector)             0.00 0.00 S S No No
TC 2222 GMS: Kunming - Haiphong Transport Corridor             0.00 0.00 S S No No
TC 1653 Third Road Improvement - Segment 1         112.56        112.77 S S No No
TC 1653 Third Road FDRC - Segment 2           58.58          53.71 S S No No
TC 1660 GMS: HCMC - Phnom Penh Highway           94.34          87.95 S S No No
TC 1728 GMS: East-West Corridor           21.60          16.22 S S No No
TC 1888 Provincial Roads Improvement (Sector) Project           37.71          17.07 S S No No
WS 1880 Third Provincial Towns Water Supply and Sanitation           11.48            6.72 S S No No
WS 1514 Second Provincial Towns Water Supply and Sanitation           61.25          59.27 PS S No Yes
WS 2034 Central Region Urban Environmental Improvement              1.39            0.83 S S No No

  Total         771.25        702.35
ADF = Asian Development Fund; AG = agriculture and natural resources; ED = education; EN = energy; FI = finance; HL = health, nutrition, and social protection; IN
= industry and trade; LW = law and public sector management; MS = multisector; No. = number; OCR = ordinary capital resources; TC = transport and
communications; WS = water supply, sanitation, and waste management; DO = development objectives, HS = highly satisfactory; IP = implementation progress; PS
= partly satisfactory; S = satisfactory; U = unsatisfactory.
a  “Yes” for loans with four or more risk factors associated with partly satisfactory or unsatisfactory performance.
b  A loan is considered "at risk" if it is rated as "PS" or "U" in either implementation progress or development objectives, or if it is a potential problem loan.
Source: Project performance report country details.
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Table  A1.10: Assistance Pipeline for Lending Products, 2007–2009

Cost ($ million)
ADB ADF

Sector Project/Program
Namea

Targeting
Classifi-
cation

Thematic
Priority Division

Year of
Project

Preparatory
Assistance

Total OCR Loans Grants Total Gov't Cofi-
nancing

2007 Firm Loans
Education

1. Secondary Education for
the Most Disadvantaged
Regions

TI ISD/GAD SESS 2006 64.00 0.00 50.00 0.00 50.00 14.00 0.00

Subtotal 64.00 0.00 50.00 0.00 50.00 14.00 0.00
Finance

1. Financial Sector Program
Loan III GI ECO/PSD/

GAD SEGF 2005 75.00 0.00 75.00 0.00 75.00 0.00 0.00

2. SOE Reform and
Corporate Governance
Facility I*

GI ECO/GOV/
PSD SEGF 2006 300.00 190.00 10.00 0.00 200.00 100.00 0.00

   3. SME Development Phase II
(Leasing)* GI ECO/PSD/

GAD SEGF 2006 20.00 20.00 0.00 0.00 20.00 0.00 0.00

Subtotal 395.00 210.00 85.00 0.00 295.00 100.00 0.00
Public Finance and Economic
Management

1. Support to implementation
of Poverty Reduction
Program IV

TI
ECO/ISD/
GOV/ENV/

PSD
VRM 2007 265.00 0.00 15.00 0.00 15.00 0.00 250.00

Subtotal 265.00 0.00 15.00 0.00 15.00 0.00 250.00
Road Transport

1. Preparation of PPP
Expressway Project TA
Loan

GI ECO/PSD SEID 2005 14.00 0.00 10.00 0.00 10.00 4.00 0.00

Subtotal 14.00 0.00 10.00 0.00 10.00 4.00 0.00
Rural Infrastructure

1. Integrated Central Region
Rural Development GI ECO/ISD/

ENV SEAE 2004 150.00 0.00  85.00     0.00     85.00 30.00      35.00

Subtotal 150.00 0.00 85.00 0.00 85.00 30.00 35.00
Urban Infrastructure

1. Hanoi Metro Rail System* GI ECO/PSD/
GAD SEID 2006 590.00 120.00 0.00 0.00 120.00 100.00 370.00

Subtotal 590.00 120.00 0.00 0.00 120.00 100.00 370.00
Total 1,478.00 330.00 245.00 0.00 575.00 248.00 655.00
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Cost ($ million)

ADB ADFSector Project/Program Name
Targeting
Classifi-
cation

Thematic
Priority Division

Year of
Project

Preparatory
Assistance Total OCR Loans Grants Total Gov't Cofi-

nancing
Regional

1. GMS Southern Coastal
Corridor GI REG/ECO SEID 2005 150.00 0.00 75.00b 0.00 75.00 25.00 50.00

(Korea)
2. GMS Sustainable Tourism

Development GI REG/ECO/
PSD SESS 2005 13.00 0.00 10.00 0.00 10.00 3.00 0.00

3. Kunming-Haiphong
Transport Corridor-Noi Bai-
Lao Cai Highway*

GI REG/ECO SEID 2002 630.00 320.00 150.00c 0.00 470.00 160.00 0.00

Total 793.00 320.00 235.00 0.00 555.00 188.00 50.00
Total 2,271.00 650.00 480.00d 0.00 1,130.00 436.00 705.00

2007 Standby Loans
Energy

1. O Mon  4 Thermal Power
Project* GI ECO/PSD SEID 2006 530.00 300.00 0.00 0.00 300.00 130.00 100.00

2. Song Bung 2 & 5
Hydropower Development* GI ECO SEID 2006 270.00 200.00 0.00 0.00 200.00 70.00 0.00

Subtotal 800.00 500.00 0.00 0.00 500.00 200.00 100.00
Health

1. Health Care for the Poor in
Central Region TI ISD/GAD/

GOV SESS 2006 80.00 0.00 60.00 0.00 60.00 20.00 0.00

Subtotal 80.00 0.00 60.00 0.00 60.00 20.00 0.00
Urban Infrastructure

1. Ho Chi Minh City Metro
Rail*

GI ECO/PSD/
GAD

SEID 2006 940.00 500.00 0.00 0.00 500.00 190.00 250.00

Subtotal 940.00 500.00 0.00 0.00 500.00 190.00 250.00
Total 1,820.00 1,000.00 60.00 0.00 1,060.00 410.00 350.00

2008 Firm Loans
Energy

1. O Mon 4 Thermal Power
Project * GI ECO/PSD SEID 2006 530.00 300.00 0.00 0.00 300.00 130.00 100.00

2. Song Bung 2 & 5 Hydro
Power Development* GI ECO SEID 2006 270.00 200.00 0.00 0.00 200.00 70.00 0.00

Subtotal 800.00 500.00 0.00 0.00 500.00 200.00 100.00
Health

1. Health Care for the Poor
in Central Region TI ISD/

GAD/GOV SESS 2006 80.00 0.00 60.00 0.00 60.00 20.00 0.00

  Subtotal 80.00 0.00 60.00 0.00 60.00 20.00 0.00
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Cost ($ million)

ADB ADF

Sector Project/Program Name Targeting
Classifi-
cation

Thematic
Priority Division

Year of
Project

Preparatory
Assistance Total OCR Loans Grants Total Gov't Cofi-

nancing
Trade

1. Post WTO Support GI GOV SEGF 2007 30.00 0.00 30.00 0.00 30.00 0.00 0.00
  Subtotal 30.00 0.00 30.00 0.00 30.00 0.00 0.00

Public Finance and Economic
Management

1. Support Implementation of
the Public Administration
Reform Master Program,
Subprogram II

GI GOV VRM 2005 70.00 0.00 60.00 0.00 60.00 0.00 10.00

2. Support to Implementation  of
Poverty Reduction Program V GI ECO VRM 2007 12.00 0.00 12.00 0.00 12.00 0.00 0.00

Subtotal 82.00 0.00 72.00 0.00 72.00 0.00 10.00
Rural Infrastructure

1. Water Resources
Management  (Sector) GI ECO SEAE 2007 70.00 0.00 50.00 0.00 50.00 20.00 0.00

 Subtotal 70.00 0.00 50.00 0.00 50.00 20.00 0.00
Urban Infrastructure

1. City Comprehensive Socio-
Economic Development
(Thanh Hoa)

GI ECO SESS 2007 50.00 0.00 30.00 0.00 30.00 10.00 10.00

2. Ho Chi Minh City Metro Rail* GI ECO/
PSD/GAD SEID 2006 940.00 500.00 0.00 0.00 500.00 190.00 250.00

 Subtotal 990.00 500.00 30.00 0.00 530.00 200.00 260.00
Total 2,052.00 1,000.00 242.00 0.00 1,242.00 440.00 370.00

Regional
1. People's Republic of China to

Viet Nam Power
Interconnection*

GI REG SEID 2006 400.00 300.00 0.00 0.00 300.00 100.00 0.00

Total 400.00 300.00 0.00 0.00 300.00 100.00 0.00
Total 2,452.00 1,300.00 242.00 0.00 1,542.00 540.00 370.00

2008 Standby Loans
Agriculture and Natural
Resources

1. Quality and Safety
Enhancement of Agriculture
Products

GI ECO/GAD SEAE 2007 50.00 0.00 35.00 0.00 35.00 15.00 0.00

 Subtotal 50.00 0.00 35.00 0.00 35.00 15.00 0.00
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Cost ($ million)

ADB ADF
Sector Project/Program Name

Targeting
Classifi-
cation

Thematic
Priority Division

Year of
Project

Preparatory
Assistance Total OCR Loans Grants Total Gov't Cofi-

nancing
Education

1. Secondary Education Sector
Development Program GI ECO SESS 2007 80.00 0.00 60.00 0.00 60.00 20.00 0.00

Subtotal 80.00 0.00 60.00 0.00 60.00 20.00 0.00
Finance

1. SME Development Phase II* GI ECO SEGF 2006 60.00 30.00 30.00 0.00 60.00 0.00 0.00
Subtotal 60.00 30.00 30.00 0.00 60.00 0.00 0.00

Rural Infrastructure
1. Rural Water Supply and
Sanitation

GI ECO SESS 2007 54.00 0.00 40.00 0.00 40.00 14.00 0.00

2. Rural/Provincial Transport
Development

GI ECO SEID 2007 80.00 0.00 60.00 0.00 60.00 20.00 0.00

Subtotal 134.00 0.00 100.00 0.00 100.00 34.00 0.00
Urban Infrastructure

1. Ho Chi Minh City Second
Ring Road*

GI ECO SEID 2007 300.00 240.00 0.00 0.00 240.00 60.00 0.00

Subtotal 300.00 240.00 0.00 0.00 240.00 60.00 0.00
Total 624.00 270.00 225.00 0.00 495.00 129.00 0.00

2009 Firm Loans
Agriculture and Natural
Resource

1. Quality and Safety
Enhancement of Agriculture
Products

GI ECO/GAD SEAE 2007 50.00 0.00 35.00 0.00 35.00 15.00 0.00

Subtotal 50.00 0.00 35.00 0.00 35.00 15.00 0.00
Education

1. Secondary Education Sector
Development Program GI ECO SESS 2007 80.00 0.00 60.00 0.00 60.00 20.00 0.00

Subtotal 80.00 0.00 60.00 0.00 60.00 20.00 0.00
Energy

1. Clean Energy* GI ECO SEID 2007 100.00 75.00 0.00 0.00 75.00 25.00 0.00
2. Ca Mau II Power Generation

Project* GI ECO SEID 2007 400.00 300.00 0.00 0.00 300.00 100.00 0.00

Subtotal 500.00 375.00 0.00 0.00 375.00 125.00 0.00
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Cost ($ million)

ADB ADFSector Project/Program Name
Targeting
Classifi-
cation

Thematic
Priority Division

Year of
Project

Preparatory
Assistance Total OCR Loans Grants Total Gov't Cofi-

nancing
Finance

1. SOE Reform and Corporate
Governance Facility II* GI ECO SEGF 2008 250.00 250.00 0.00 0.00 250.00 0.00 0.00

2. SME Development Phase II* GI ECO SEGF 2008 60.00 30.00 30.00 0.00 60.00 0.00 0.00
Subtotal 310.00 280.00 30.00 0.00 310.00 0.00 0.00

Health
1. Health Sector Strengthening GI ISD SESS 2007 60.00 0.00 60.00 0.00 60.00 0.00 0.00

Subtotal 60.00 0.00 60.00 0.00 60.00 0.00 0.00
Public Finance and Economic
Management

1. Support Implementation of
Poverty Reduction Program VI GI ECO VRM 2007 20.00 0.00 20.00 0.00 20.00 0.00 0.00

Subtotal 20.00 0.00 20.00 0.00 20.00 0.00 0.00
Rural Infrastructure

1. Rehabilitation of Irrigation
Systems GI ECO/GAD SEAE 2008 100.00 0.00 50.00 0.00 50.00 25.00 25.00

2. Rural/Provincial Transport
Development

GI ECO SEID 2007 80.00 0.00 60.00 0.00 60.00 20.00 0.00

3. Rural Water Supply and
Sanitation

GI  ECO SESS 2007 54.00 0.00 40.00 0.00 40.00 14.00 0.00

Subtotal 234.00 0.00 150.00 0.00 150.00 59.00 25.00
Urban Instrastructure

1. Ho Chi Minh City Second Ring
Road*

GI ECO SEID 2007 300.00 240.00 0.00 0.00 240.00 60.00 0.00

Subtotal 300.00 240.00 0.00 0.00 240.00 60.00 0.00
Total 1,554.00 895.00 355.00 0.00 1,250.00  279.00 25.00

Regional
1. Second  Northern GMS

Transport Network GI ECO SEID 2008 90.00 0.00 70.00 0.00 70.00 20.00 0.00

2. GMS Flood Management and
Mitigation

GI REG SEAE 2006 80.00 0.00 30.00 0.00 30.00 20.00 30.00

3. GMS Capacity Building for
HIV/AIDS Prevention

TI ISD/REG SESS 2007 18.00 0.00 15.00 0.00 15.00 3.00 0.00

Total 188.00 0.00 115.00 0.00 115.00 43.00 30.00
Total 1,742.00 895.00 470.00 0.00 1,365.00 322.00 55.00
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Cost ($ million)

ADB ADFSector Project/Program Name
Targeting
Classifi-
cation

Thematic
Priority Division

Year of
Project

Preparatory
Assistance Total OCR Loans Grants Total Gov't Cofi-

nancing
2009 Standby Loans
Road Transport

1. Public Private Partnership
Expressway*

GI ECO SEID 2006 400.00 300.00 0.00 0.00 300.00 100.00 0.00

Subtotal 400.00 300.00 0.00 0.00 300.00 100.00 0.00
Rural Infrastructure

1. Development of Cua Dat Irrigation
Systems GI ENV SEAE 2009 95.00 0.00 60.00 0.00 60.00 20.00 15.00

Subtotal 95.00 0.00 60.00 0.00 60.00 20.00 15.00
Total 495.00 300.00 60.00 0.00 360.00 120.00 15.00

Regional
1. LAO-VIE Power Interconnection* GI ECO SEID 2007 270.00 200.00 0.00 0.00 200.00 70.00 0.00

Total 270.00 200.00 0.00 0.00 200.00 70.00 0.00
Total 765.00 500.00 60.00 0.00 560.00 190.00 15.00

ADB = Asian Development Bank; ADF = Asian Development Fund; ECO = sustainable economic growth; ENV = environmental sustainability; GAD = gender and development;
GI = general intervention; GMS = Greater Mekong Subregion; GOV = government; ISD = inclusive social development; SEAE = Southeast Asia Department Agriculture,
Environment, and Natural Resources; SEGF = Southeast Asia Department Governance, Finance, and Trade Division; SEID = Southeast Asia Department Infrastructure
Division; SESS = Southeast Asia Department Social Sector Division; OCR = ordinary capital resources; PSD = private sector development, REG = regional cooperation; TI =
targeted intervention; VRM = Viet Nam Resident Mission.
a Based on Medium Term Strategy II classification.
b $38 million expected from GMS.
c $75 million is expected from GMS.
d $357 million is from National indicative planning figure.
* Subject to further discussions with the Government regarding project readiness, viability and revenue generating capacity.
Source: Asian Development Bank estimates.
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Table A1.11: Assistance Pipeline for Nonlending Products, 2007–2009

Sources of Funding
ADB Others TotalSector Project/Program Name Responsible

Division
Assistance

Type
Source Amount

($'000) Source Amount
($'000)

2007 Firm TAs
Agriculture and Natural Resources

1. Quality and Safety Enhancement of Agriculture
Products SEAE PPTA 500.00 0.00 500.00*

Subtotal 500.00 0.00 500.00
Education

1. Secondary Education Sector Development SESS PPTA 500.00 0.00 500.00
Subtotal 500.00 0.00 500.00

Energy
1. Environmental Management Systems at Electricity

Viet Nam SEID ADTA 0.00  800.00 800.00

Subtotal 0.00   800.00 800.00
Finance

1. Capacity Building for the Financial Sector and
Capital Market for Implementation of FSPL III SEGF ADTA 750.00 0.00 750.00

2. Support to Financial Management Decentralization
and Debt Management VRM ADTA 400.00 0.00 400.00

Subtotal   1,150.00 0.00 1,150.00
Health

1. Health Sector Strengthening SESS PPTA 500.00 0.00 500.00
Subtotal 500.00 0.00 500.00

Rural Infrastructure
1. Rural/Provincial Transport Development SEID PPTA 800.00 0.00 800.00
2. Water Resources Management (Sector) SEAE PPTA 500.00  500.00 1,000.00

Subtotal   1,300.00   500.00 1,800.00
Urban Infrastructure

1. City Comprehensive Socio-Economic Development
(Thanh Hoa) SESS PPTA 800.00 0.00 800.00

2. Ho Chi Minh City Second Ring Road SEID PPTA 1,000.00 0.00 1,000.00
3. Support to Ministry of Transport Environmental

Action Plan SEID ADTA 0.00  800.00 800.00

Subtotal   1,800.00   800.00 2,600.00
Total   5,750.00   2,100.00 7,850.00

Regional
1. GMS Flood Management and Mitigation* SEAE PPTA 600.00  600.00 1,200.00
2. People's Republic  of China to Viet Nam Power

Interconnection SEID PPTA 0.00  1000.00 1000.00

Total 600.00   1,600.00 2,200.00
Total   6,350.00   3,700.00 10,050.00
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Sector Project/Program Name Responsible
Division

Assistance
Type Sources of Funding

ADB Others Total

Sources Amount
($'000) Sources Amount

($'000)
2007 Standby TAs
Trade

1. Post WTO Support SEGF PPTA 300.00  0.00 300.00
Total 300.00  0.00 300.00

2008 Firm TAs
Energy

1. Clean Energy SEID PPTA 0.00  800.00 800.00
2. Ca Mau II Power Generation Development SEID PPTA 1,500.00  500.00 2,000.00

Subtotal   1,500.00   1,300.00 2,800.00
Finance

1. SME Development II SEGF PPTA 500.00  300.00 800.00
2. SOE Reform and Corporate Governance Facility II SEGF PPTA 400.00  0.00 400.00

Subtotal 900.00   300.00 1,200.00
Public Finance and Economic Development

1. Capacity Building of Vietnam's Regional Cooperation
Focal Points, Phase II VRM/SEOC ADTA 300.00  0.00 300.00

2. Support Implementation of Poverty Reduction
Program VRM PPTA 100.00  0.00 100.00

Subtotal 400.00   0.00 400.00
Railways

1. Railway Rehabilitation SEID PPTA 1,000.00  0.00 1,000.00
           Subtotal 1,000.00 0.00 1,000.00

Road Transport
1. Capacity Development in the Transport Sector SEID ADTA 300.00  0.00 300.00

           Subtotal 300.00  0.00 300.00
Rural Infrastructure

1. Rehabilitation of Irrigation Systems SEAE PPTA 600.00  0.00 600.00
2. Rural Water Supply and Sanitation SESS PPTA 600.00  0.00 600.00

Subtotal   1,200.00   0.00 1,200.00
Trade

1.  Post WTO Support SEGF PPTA 300.00 0.00 300.00
 Subtotal 300.00   0.00 300.00

Total   5,900.00   1,600.00 7,500.00
Regional

1. LAO-Viet Nam Power Interconnection SEID PPTA 1,000.00  0.00 1,000.00
2. Second  Northern GMS Transport Network SEID PPTA/RETA 1,000.00  0.00 1,000.00

Total   2,000.00   0.00 2,000.00
Total   7,900.00   1,600.00 9,500.00
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Sector Project/Program Name Responsible
Division

Assistance
Type Sources of Funding

ADB Others Total

Sources Amount
($'000) Sources Amount

($'000)
2009 Firm TAs
Health

1. HIV/AIDS Prevention II SESS PPTA 400.00  0.00 400.00
Subtotal 400.00   0.00 400.00

Road Transport
1. North South National Expressway SEID PPTA 1,000.00  0.00 1,000.00

Subtotal   1,000.00   0.00 1,000.00
Rural Infrastructure
  1. Rural Infrastructure for Livelihood Improvement in

Northern Mountainous Region SEAE PPTA 600.00 0.00 600.00

    2. Development of Cua Dat Irrigation Systems SEAE PPTA 600.00 0.00 600.00
Subtotal   1,200.00   0.00 1,200.00

Urban Infrastructure
    1. Hanoi Ring Road SEID PPTA 1,000.00 0.00 1,000.00

Subtotal   1,000.00  0.00 1,000.00
Total   3,600.00   0.00 3,600.00

Regional
1. GMS Communicable Diseases Control Project II* SESS PPTA 500.00  0.00 500.00
2. GMS Biodiversity Conservation  Corridor Program* SEAE PPTA/RETA 1,000.00  0.00 1,000.00

Total   1,500.00   0.00 1,500.00
Total   5,100.00   0.00 5,100.00

ADB = Asian Development Bank; ADF = Asian Development Fund; ADTA = advisory technical assistance; ECO = sustainable economic growth; ENV = environmental
sustainability; GAD = gender and development; GI = general intervention; GMS = Greater Mekong Subregion; GOV = government; ISD = inclusive social development
SEAE = Southeast Asia Department Agriculture, Environment, and Natural Resources; SEGF = Southeast Asia Department Governance, Finance, and Trade Division;
SEID = Southeast Asia Department Infrastructure Division; SESS= Southeast Asia Department Social Sector Division; OCR = ordinary capital resources; PPTA = project
preparatory technical assistance; PSD = private sector development, REG = regional cooperation; RETA = regional technical assistance; TI = targeted intervention; VRM =
Viet Nam Resident Mission.
* This PPTA involves Cambodia, Lao People’s Democratic Republic, and Viet Nam.
Source: Asian Development Bank estimates.

76
 Appendix 1



Appendix 2 77

COUNTRY STRATEGY AND PROGRAM FORMULATION

1. The preparation of the new results-based country strategy and program for Viet Nam,
2007–2010 (CSP) began in September 2004, when Viet Nam was selected as a pilot case for
preparing a results-based CSP. The Asian Development Bank (ADB) Viet Nam Resident
Mission (VRM) then initiated a range of diagnostic assessments. VRM is responsible for the
preparation of the CSP with input and support from ADB’s Southeast Asia Department’s (SERD)
sector and operations coordination divisions, and the knowledge departments of ADB.

2. The preparation of the CSP involved consultation and collaboration in a range of
activities in six stages over 20 months.  The process involved key stakeholders, including the
government ministries and/or agencies, civil society organizations (CSOs) especially the
nongovernment organizations (NGOs) and the academia, the private sector mostly business
houses, and aid donors, particularly the official development assistance (ODA) partners,
resident in Viet Nam.

3. Stage 1—Diagnostic Assessments, and Economic, Thematic, and Sector Work
(ETSWs). SERD, led by its VRM, undertook the diagnostic assessments of Viet Nam’s
development context, the macroeconomic framework, the environment, governance, private
sector, gender, ADB’s first CSP for Viet Nam, portfolio review, and a self–evaluation of ADB’s
strengths, weaknesses, opportunities, and threats in Viet Nam during September 2004–
February 2006.  With the support and input from ADB’s Regional and Sustainable Development
Department, Strategy and Policy Department, and Private Sector Operations Department, the
diagnostic assessments were supplemented by ETSWs.

4. A number of relevant analytical studies undertaken by other ODA partners also provided
important inputs for the preparation of the new CSP. The joint assessments between ADB and
other ODA partners on governance, poverty, and gender have been extensively used in the
CSP preparation. These background assessments were condensed into the Summary Report
Folder, which formed the basis for the selection and confirmation of the strategic and sector
focus areas for the new CSP.

5. Stage 2—Selection and Confirmation of the Strategic and Sector Focus Areas.
Complementing the preliminary diagnostic assessments and ETSWs and the associated
seminars, workshops, and consultations, the VRM convened a 2-day retreat for the
management team and sector experts of SERD together with key government officials in Thua
Thien Hue city, Viet Nam, in early February 2005. The purpose of the retreat was for
participants to brainstorm on the approaches and strategic considerations for the new CSP. The
Summary Report Folder (based on the preliminary diagnostic assessments) prepared for the
retreat included the key issues on poverty reduction, country economic analysis, sector
assessments, donor coordination, self assessment of previous CSP for Viet Nam, and
government capacity for results monitoring.

6. The retreat crystallized the recommendations of the various reports and in line with the
Government’s National Poverty Reduction Strategy (NPRS), which is the Comprehensive
Poverty Reduction Growth Strategy (CPRGS) and the outline of the new Socio-Economic
Development Plan, 2006–2010 (SEDP). Viet Nam’s development goals have already been
aligned with the CPRGS, the Social and Economic Development Strategy 2001–2010 (SEDS)
and the SEDP. The SEDP is the second cycle of the SEDS which incorporates elements of the
CPRGS. The SEDP draft including socioeconomic targets, milestones, and target dates
provided the relevant information that guided the CSP preparation. The strategic directions of
the CSP were shared widely, including to local government officials from the 19 provinces of
Central Region and Central Highlands during the two workshops held in March 2005.  The Hue
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retreat outlined the strategic thrusts, areas of focus and selected the sectors for the new
strategy. The country team led by VRM then convened various stakeholder consultations to
solicit inputs and promote local ownership.

7. Stage 3—Synchronizing, Synergizing, Supplementing, and Aligning with the
SEDP. The CSP preparation was postponed for a year to align with the preparation schedule of
the SEDP in order to synchronize, synergize, and supplement the Government’s development
goals and objectives as espoused in the SEDP. The SEDP aims to reduce poverty from about
22% in 2005 to about 10–11% by 2010, through boosting the economic growth rate, thereby
rapidly and  sustainably bringing the country out of the low development status to reach per
capita income of over $1,050–$1,100 by 2010; significantly improving people’s material, cultural,
and spiritual life; and creating institutional and infrastructure foundations to boost the
industrialization and modernization process and gradual transformation into a knowledge-based
economy. The SEDP is a results oriented plan and was endorsed by the National Assembly in
June 2006.

8. ADB will assist Viet Nam toward meeting the development challenges and supporting
investment requirements as spelled-out in the SEDP. Consistent with its enhanced poverty
reduction strategy and the medium term strategy II, ADB’s new CSP is in line with the strategic
thrust of the SEDP and will bolster a market-driven economic growth strategy and embrace
social equity/poverty reduction to (i) achieve the MDGs and VDGs; (ii) promote environmental
sustainability to ensure the sustained development; (iii) improve quality of life, and the nation’s
natural resource legacy; and (iv) strengthen good governance and gender. Its key features
include (i) enhanced ADF resources (in line with Viet Nam’s relative performance) for policy
reform support, (ii) governance strengthening and poverty reduction; (iii) increasing OCR
lending to support revenue-generating physical infrastructure development projects helping
sustain high level of economic growth; and (iv) promoting a larger role for business sector
through private sector development and public-private partnerships. Apart from project-based
approach, ADB will also explore a variety of other lending modalities to enhance development
results, also taking into account the capacity and readiness of government executing agencies,
and give importance to regional cooperation and integration through building a stronger synergy
with the Greater Mekong Subregion (GMS) economic cooperation program.

ADB’s support to the Government’s Socio-Economic Development Plan, 2006–2010 (SEDP),
as a participative and results-oriented development plan

The Prime Minister’s Directive Number 33/2004/CT-TTg and Circular 2215/BKH from the Ministry of
Planning and Investment (MPI) called for the preparation of the SEDP to incorporate the principles of the
Comprehensive Poverty Reduction and Growth Strategy (CPRGS), including (i) extensive consultation
and participation from stakeholders, (ii) results orientation with an emphasis on monitoring and
evaluation aspects, (iii) more poverty and social balance, and (iv) emphasis on better analytical
assessments/ diagnosis in order to improve the quality of plans. Toward this end, the MPI employed a
number of activities:

(i) Incorporated the local socioeconomic development plans, i.e. the provincial SEDPs.
(ii) Consolidated the first draft of the SEDP.
(iii) Circulated the draft to related stakeholders including the leadership, Party members, and

line ministries for comments.
(iv) Organized the consultation of the draft SEDP, involving the grass roots, local government

officials, NGOs, associations, businesses, think-tanks, for wider comments. The local
consultations on SEDP were conducted in 13 provinces and were mostly supported by
NGOs. Donors, including ADB, have actively supported MPI in financial and technical
aspects in organizing local consultations, sectoral and thematic consultations and provided
substantive comments directly to the draft SEDP.
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(v) MPI organized a series of regional consultative workshops where representatives of all
provinces and line ministries provided direct feedbacks. There were three regional
consultative workshops (in the North, Central, and the South, during June–August 2005,
numerous subsequent workshops.

(vi) MPI prepared the policy framework for the SEDP and the monitoring and evaluation
framework as a tool for the SEDP implementation.

To support the Government formulate the SEDP as an important aspect for the preparation of ADB’s
new CSP, 2006–2010, supported by ADB. 2003. Technical Assistance to the Government of Viet Nam
Support to Poverty Reduction Activities in Viet Nam. Manila (TA No. 4252), ADB provided (i) comments
to the draft document, (ii) support in designing the framework for consultation incorporating inputs from
ODA partners to assist  MPI to extend the consultation process to local levels, (iii) support to the pilot
local consultation in Gia Lai province, (iv) support to the regional consultation workshops in Central
Region where 110 leaders from 25 provinces in July 2005 brought results and/or feedback on SEDP and
policies, and (v) support to MPI to develop the monitoring and evaluation framework during SEDP
drafting. ADB shared the approach on results-based management to some 130 participants from line
ministries and localities as good practice to implement their SEDPs.

ADB continues to support the Government in its reform process, including the decentralization of the
planning functions. The knowledge shared with the Government on the CPRGS roll-out to the
demonstration of the participatory and strategic planning in Dak Nong province during 2004 has helped
the Government to acknowledge the new methodology of planning, which would consequently improve
the quality of their provincial plans. Moreover, ADB in collaboration with the World Bank and other
development partners has supported MPI in developing the monitoring and evaluation (results)
framework of the SEDP.

ADB = Asian Development Bank, CPRGS = Comprehensive Poverty Reduction and Growth Strategy, CSP =
country strategy and program, MPI = Ministry of Planning and Investment, NGO = nongovernment organization,
SEDP = Socio-economic Development Plan 2006–2010,

9. The CSP aims to support the Government’s poverty reduction and growth efforts. It has
been made results-oriented and aligned to the SEDP. ADB and the Government agreed on the
sector road maps and the results framework of the CSP and its alignment with the SEDP. The
sector road map indicators are based on the line ministries/agencies own road maps and will be
further refined during CSP implementation, where necessary, in line with the SEDP. The results
framework of the CSP is derived from the SEDP and the sector road maps of the CSP, taking
into account the measurable targets during the CSP and SEDP. Since the SEDP has been
prepared in wide consultation with a range of stakeholders, including the ODA community and
civil society groups, the sector road maps and the results framework complement their activities.
ADB agreed with the Government, ODA partners, and CSOs that its new CSP would support
the following strategic pillars of the SEDP: sustained business-led rapid economic growth,
socially inclusive development, and environmental management. The CSP will also incorporate
cross-cutting themes (gender, governance, private sector development, and regional
cooperation) into mainstream operations.

10. Stage 4—Intensive Consultation with Key Development Partners. ADB has
intensively consulted and has an understanding with the ODA partners in Viet Nam on the
possibility of a common strategy of their country strategies to align with the SEDP and also
adopt a set of common indicators at the national level for monitoring purposes. Consultations
were conducted through seminars, individual as well as collective ODA coordination meetings.
ADB also shared various drafts of its CSP initiating papers including the results framework of
the CSP and related information with ODA partners. The ODA partners have commended
ADB’s CSP preparation with total transparency which was useful for both knowledge sharing
and ODA coordination. They appreciated ADB’s support to the Government in introducing a
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results framework and monitoring indicators to the SEDP and noted that the CSP’s alignment
with the SEDP was useful. However, care should be taken to ensure a sharply focused
approach in ODA interventions as the SEDP itself is very broad and inclusive. They
underscored the importance of joint processing and joint monitoring of results and move
towards exploring sector and program-based approach where appropriate to support the
Government’s national programs for sector development and poverty reduction.

11. ODA partners supporting the results-driven CSP process agreed that a closely
collaborated country strategy would be prepared to enhance coordination, complementarities
and effectiveness of support in implementing the SEDP. The purpose of the closely developed
strategy approach would be to maximize impact of the development partners’ support for
meeting development challenges with focus on poverty reduction. The strategy would
strengthen efforts of both Government and the development partners in substantive policy
dialogue on sector reforms and improve effectiveness of sectoral aid programs.

12. In line with ADB’s policy for cooperation with CSOs and in recognition of the value of
partnering with CSOs including domestic and foreign NGOs, domestic mass organizations, and
private sector representatives as useful resources and development partners, the CSOs were
engaged upstream, before the CSP was conceptualized. Three rounds of CSO consultations
were conducted, including the first round of tripartite consultations between ADB, Government,
and CSOs in April 2005. The CSOs appreciated ADB for linking them with the Government in
many efforts that facilitated the tripartite collaboration for effective socioeconomic development.
The CSO representatives recommended that the CSP (i) consider vulnerable groups, including
ethnic-minority and disabled-people’s groups, migrants, landless, trafficked women; (ii) ensure
balance between economic growth and social equity; (iii) chart in the role of CSOs consistently
through building in tripartite collaboration between CSOs, Government, and ADB and perhaps
requiring new modalities of partnership with NGOs more than just contractors or just knowledge
partners; (iv) consider communicable diseases control in the country program; and (v) support
the Government on managing adjustment during the post-WTO accession to mitigate the
negative social and poverty impact on the poor. These recommendations were adequately
addressed in the CSP and, where not feasible, other ODA partners will address them.

13. CSOs appreciated ADB’s initiative to engage them consistently upstream in the
development of its CSP and supported the general direction of the CSP and its alignment with
the national poverty reduction strategy—SEDP (2006-2010). CSOs also appreciated ADB
linking them with the Government in many efforts that facilitate the tripartite collaboration for
effective development. ADB recognizes the role of CSOs in strengthening effectiveness,
sustainability, and quality of services in the country. It seeks to expand this collaboration as part
of the poverty reduction strategy. It was clarified that the CSP cannot cover everything, and
should not try to as it will lose focus. Solutions will be constantly sought through this partnership,
and ADB will work closely with CSOs during the CSP implementation.

14. Stage 5—Consultations with the Government. Discussions were held with
government ministries and departments both at national and provincial levels throughout 2005
to update and refine thematic and sector road maps and the results framework. SERD sector
divisions and VRM coordinated with the relevant government agencies in developing the
results-oriented sector plans and the monitoring and evaluation systems for the CSP.

15. Formal consultations with the Government were conducted throughout and in the
preparation of the CSP initiating paper (CIP). An ADB mission was fielded to discuss with
officials of the central ministries/agencies and line ministries including the Ministry of Planning
and Investment (MPI), State Bank of Viet Nam (SBV), Ministry of Finance (MOF), National
Assembly (NA), Ministry of Home Affairs (MOHA), Ministry of Construction (MOC), Ministry of
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Industry (MOI), Ministry of Health (MOH), Ministry of Agriculture and Rural Development
(MARD), Viet Nam Tourism Administration (VTA), Ministry of Education and Training (MOET),
Ministry of Transport (MOT), Ministry of Natural Resources and Environment (MONRE),
Electricity of Viet Nam (EVN), Ministry of Labor and Invalids (MOLISA), Office of the
Government (OOG), State Audit, and the Government Inspectorate. The mission also met with
representatives of other multilateral and bilateral aid agencies. The ADB mission confirmed that
the ADB new CSP would be aligned with the Government 5-year SEDP. The strategy will cover
2007–2010, and the programs will be three-year rolling, updated every year in relation to
preparedness of projects in the pipeline and changes to external and internal policy
environments.

16. ADB will continue to be active in GMS economic cooperation and it will call for other
donors to participate. Some have already expressed their interest in cofinancing GMS
infrastructure projects. ADB will deepen its reach to poorer provinces, districts and communes.
Improvement of rural infrastructure will link border areas and border markets under the GMS
cooperation and the SEDP regional development strategies. Small infrastructure will link with
large infrastructure to support poverty reduction. ADB will continue to its projects in the Central
Region; however, ADB will also look into providing selectively support to the Northern Mountain
provinces (with heavy poverty concentration) along GMS economic corridors.

17. The full CSP Formulation Mission was fielded in Viet Nam from 6 to 28 March 2006 to
discuss and reach agreement with the Government on the proposed strategic thrusts, focus
areas, sector development road maps, results monitoring framework, and the proposed 2007-
2009 lending and nonlending programs. A wrap-up meeting was held on 28 March 2006 and
was chaired by the MPI where an MOU was concluded on the agreements reached between the
Government and the Mission.

18. Stage 6: Joint Sector Retreat between ADB and the World Bank to Align the
Results Matrix. A joint sector retreat between the ADB and the World Bank to align the Results
Matrix and the sector road maps was conducted at the ADB headquarters during 22-23 May
2006. The objective was for the ADB and the World Bank sector specialists, the CSP and the
country assistance strategy (CAS) teams to exchange views on operations in Viet Nam for
purposes of harmonizing the operations between the two banks. The retreat discussed key
sector issues and the approaches to build synergy and complementarity and identify areas of
cooperation in the CSP and the CAS processes. Specifically, the feedback from the retreat fed
directly into the results frameworks and the sector road maps of both the ADB’s CSP and the
World Bank’s CAS and complimented and amplified the results framework of the Government’s
SEDP.
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COUNTRY THEMATIC AND SECTOR ASSESSMENTS AND ROAD MAPS

A. Thematic Issues

 1. Poverty

a. Introduction

1. The most notable feature of Viet Nam’s recent development performance has been the
rapid reduction in poverty—from 58.1% of households in 1993 to 23.2% in 2004. No other
country has reduced poverty incidence so much in such a short time. Viet Nam’s progress
toward the Millennium Development Goals (MDGs), and localized Viet Nam Development Goals
(VDGs),1 are in Appendix 1, Table A1.1. MDG goals of halving poverty have been achieved well
ahead of the 2015 target. Good progress has also been made toward achieving other social
goals related to universal primary education, gender equality, child mortality and maternal
health, and improving access to safe drinking water. Enrollment rates continue to rise, and
infant mortality and child malnutrition rates to fall (see sector assessments). All major social
segments have seen poverty decline, although more slowly in rural than urban areas (Table
A3.1).

Table A3.1: Poverty Rates
(%)

Item 1993 1998 2002 2004
National Poverty Rate a 58.1 37.4 28.9 23.2
 -Urban 25.1   9.2   6.6 13.7
 -Rural 66.4 45.5 35.6 26.4
National Food Poverty Rate b 24.9 15.0 10.9   6.9
 -Urban   7.9   4.6   3.9   3.3
 -Rural 29.1 15.9 11.9   8.1

 a Internationally comparable measure of population (%) that cannot afford a threshold consumption basket that
includes food (2,100 calories/day/family member) and non-food items equivalent to 2/3 of food expenditure.

 b Population (%) cannot afford the food part of consumption basket, even without any non-food items.
Source: Socialist Republic of Viet Nam. 2005 Viet Nam: Achieving the MDGs (1993–2002). 2004 VHLSS report,
May 2006.

2. Private sector employment (wage and non-wage) growth has underpinned recent
success in reducing poverty. The state sector only employed about 10% of the workforce in
2005: a low share by regional and international standards.2 Strong growth in agricultural output
and retail trade played a key role in reducing poverty in the early stages of reforms, and were
pivotal in reaching the high concentrations of poor people in rural areas. More recently, rapid
growth in private sector investment has created new jobs in industry and the services.
Government initiatives aimed at human development, domestic resource mobilization,
macroeconomic stability, development of a market-oriented economy, private sector
development, infrastructure development, and economic integration have facilitated strong
growth (average of 7.5% per annum in 2001–2005). The Government also implemented
targeted poverty reduction programs (infrastructure and service delivery) to ensure that the
poorest and more isolated groups in society also benefit from economic growth.

1  Following strong progress in achieving key MDGs, Viet Nam has established its own Viet Nam Development
Goals, (VDGs) with more ambitious targets.

2  The public sector accounts for about 17% of total employment, on average, in Organization for Economic Co-
operation and Development (OECD) countries.
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3. Growth has generally been largely equitable. Expenditure inequality (as measured by
the Gini coefficient) has only increased marginally during the 1990s (Table A3.2 below).
Nevertheless, some groups have benefited less and are vulnerable to social and economic
marginalization. These include the poor with low levels of human capital, ethnic minorities, and
to some extent women, despite the focus of the government policies and programs on these
groups. Social indicators (such as school enrollment and health care) are also lower for these
groups. Low-income households typically have lower levels of human capital because of greater
difficulties in accessing health and education services, especially if user fees are involved.
Nevertheless, the impressive gains in poverty reduction remain fragile.

Table A3.2: Trends in Income Distribution: By Region
(Gini coefficient)

Region 1993 1998 2002 2004
National 0.34 0.35 0.37 0.37
1. Northern Mountains 0.25 0.26 0.34 0.35
2. Red River Delta 0.32 0.32 0.36 0.35
3. North Central Coast 0.25 0.29 0.30 0.31
4. South Central Coast 0.36 0.33 0.33 0.34
5. Central Highlands 0.31 0.31 0.36 0.36
6. Southeast 0.36 0.36 0.38 0.35
7. Mekong Delta 0.33 0.30 0.30 0.32
Source: Socialist Republic of Viet Nam. 2005. Viet Nam: Achieving the MDGs (1993–2002), p10.
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 b. Poverty Reduction Issues and Challenges

 i. Poverty Characteristics

4. Household Characteristics. Viet Nam household living standards surveys (VHLSS)
show that the poor have large families, poorly educated parents, and live in remote areas with
poor infrastructure and housing. A household with a technically (professionally) educated
household head spends 19% (31%) more than households with lesser educated heads. Almost
40% of the poor live in temporary housing. Few have a private kitchen and toilet.

5. Ethnicity. Poverty is strongly linked to ethnicity. Some 60.7% of ethnic minority
households still lived below the poverty line in 2004, compared with 13.5% of the Kinh and
Chinese. Food poverty has been largely eliminated in Kinh households (3.5%), but 34.2% of
ethnic minority households are still classified as food-poor. Ethnic minority children are less
educated because of poor infrastructure and accessibility, language and cultural barriers,
problems in attracting good teachers to remote areas, curriculum relevance, and their
perception that returns to education are low.

6. Poverty and Gender. Participation of women in education, the workforce, and the
legislature is generally higher in Viet Nam than in other Asian countries.3 However, women still
work longer hours for less pay than men; they have less access to resources such as land,
property, formal credit, and skills training; and are under-represented in decision making
positions, especially at the local level. Domestic violence particularly affects women, and is most
prevalent in remote areas where poverty incidence is highest.

7. Migrants and Poverty. Migrants constitute a high %age of the poor. Many migrate to
seek alternative options because they are poor. Migrants constitute a high proportion of the
urban poor. Migrants have less access to social protection, social services, and jobs. They often
receive lower wages and work in more hazardous conditions. Female migrants are highly
vulnerable to HIV/AIDS infection and stress. Rural–urban migration is expected to rise sharply in
the next 5 years, as industry and service sectors continue to grow at a much higher rate than
agriculture. Up to 1 million people may migrate each year. Most will prosper but some will fail,
and this could increase urban poverty. While rural–urban migration can help reduce poverty,
safeguards are needed for the vulnerable.

8. Economic Growth and Poverty Reduction. Economic growth continues to help reduce
poverty. Impressive success in poverty reduction is still fragile. Many of the remaining poor live
in remote areas, where economic opportunities are limited. People just above the poverty line
remain vulnerable to shocks that could push them back below the poverty line. Shocks may
arise from public heath outbreaks, and a slowdown in international prices of soft commodities
such as coffee, rice, and rubber. Economic growth patterns are resulting in major structural
change, with a shift in employment patterns from agriculture to industry and services, even in
rural areas. Agriculture continues to provide most employment, but its share of total employment
is declining. Most new jobs have been created in the industry and service sectors. Reduced
dependence on farm incomes has helped many poor households to escape poverty. Continued
efforts to decentralize investment and employment creation beyond the main urban centers will
be important in minimizing social disruption and urban poverty.

3 See Gender Assessment, Section A.2.
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9. Regional Dimensions. Poverty incidence is much higher in rural areas (26.4%) than
urban areas (13.7%) but continues to decline in all areas (Table A3.3). The largest absolute
numbers of poor (using national poverty standards) are in the North Central Coast (0.30 million
households), Red River Delta (0.29 million), Mekong River Delta (0.23 million) and Northern
Mountains (0.26 million). Thanh Hoa and Nghe An provinces (North Central Coast) have the
largest absolute numbers of poor households. Food poverty has been largely eliminated in
urban areas, but remains high in rural areas in the northwest (21.8%), the central highlands
(12.3%), and the north central coast (12.2%). The northern highlands and north central coast
provides options for ADB to focus its poverty targeted programs with high levels of poverty
incidence, and high absolute numbers of people living in poverty.

10. Reasons given for poverty vary between households and regions. Participatory poverty
assessments (PPAs)4 found that the main perceived causes of poverty included (i) poor
infrastructure; (ii) poor factor markets; (iii) ineffectiveness of Government policies and programs
at the grassroots level; (iv) weak capacity of local government staff; (v) lack of land, capital, and
labor; (vi) poor health; and (vii) harsh climate.

Table A3.3: Poverty Rate in Viet Nam By Region
(% of population, using internationally comparable poverty rate)

Region 1993 1998 2002 2004
National 58.1 37.4 28.9 23.2
1. Northern Mountains 81.5 64.2 43.9 —
 - Northeast mountains — — 38.4 29.2
 - Northwest mountains — — 68.0 51.9
2. Red River Delta 62.7 29.3 22.4 18.5
3. North Central Coast 74.5 48.1 43.9 36.5
4. South Central Coast 47.2 34.5 25.2 27.1
5. Central Highlands 70.0 52.4 51.8 32.8
6. Southeast 37.0 12.2 10.6  6.1
7. Mekong Delta 47.1 36.9 23.4 20.1

— = not available
Sources: 1998, 2002, and 2004 Viet Nam Household and Living Standard Survey reports; the Government’s
General Statistics Office for 1993 data.

 c. Government Development Strategy

11. The Government development vision is one of sustainable and rapid development,
eradication of poverty and hunger, and a high quality of life for the people. Viet Nam’s 10-year
Socio-Economic Development Strategy (SEDS) includes a continuing commitment to rapid
growth, job creation, and poverty reduction and social equity. Viet Nam’s strategy for pro-poor
growth and poverty reduction is now integrated into the new SEDP (2006-2010). SEDP poverty
reduction targets include (i) reducing by half the ratio of poor households (from 32% in 2000 to
15–16% using international standards) by 2010 and; (ii) reducing by 75% the food poverty ratio
(i.e., from 10.9% in 2000, to no food poverty by 2010). Experience suggests that these targets
are feasible, but sustained efforts will be required to face the challenges highlighted earlier. The

4 Poverty, Joint Donor Report to the Viet Nam Consultative Group Meeting, Hanoi, 2–3 December 2003. Report
jointly prepared by the Government, ADB, and other ODA partners. The assessment is based on a 2002 household
survey and previous living standards surveys carried out in 1997–1998 and 1992–1993.
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Government recently adopted a new poverty line based on an updated consumption basket.5
This gives a somewhat higher national poverty rate as shown below.

Figure A3.2: Poverty trends in Vietnam 1993-2004

0

10

20

30

40

50

60

70

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

Poverty
rate
(%)

General Poverty Food poverty General Poverty (using new official poverty line)

Source: World Bank. 2005. Taking Stock, Hanoi.

12. The SEDP emphasizes the shift from agriculture to industry and services, even in rural
areas. Industry and services will employ as many people as agriculture by 2010. Agriculture
growth rates are expected to remain robust (by regional and international standards) but will
remain well below those of industry and the services. This implies a need for a rapid transfer of
employment from agriculture to industry and services to minimize increases in income
inequalities. Given that most industry and service jobs tend to be concentrated in urban centers,
rapid urbanization is expected over the next decade. The SEDP aims to help facilitate this
transformation (e.g., promote craft villages and SME industrial zones and land and state-owned
enterprise (SOE) reforms, rural infrastructure) to help poor households to escape poverty. Given
that the main comparative advantage of rural areas is cheap labor and land (and local natural
resources), skills and land markets must be improved to realize the potential comparative
advantage of rural areas. Institutional weaknesses, including low levels of resource mobilization
and continuing barriers to business investment, have also stifled growth in investment by
domestic private sector and foreign investors. Such institutional barriers need to be dismantled
to ensure optimal returns from targeted efforts to accelerate poverty reduction. The Government
also aims to reduce poverty at the local level by decentralizing planning and implementation,
and increasing the share of public investment provided to poorer provinces. This implies a need
for increased capacity in target provinces.

13. Specific poverty concerns have also been addressed directly through targeted programs
such as (i) Program 143 (hunger eradication and poverty reduction); (ii) Program 135
(communes with extreme difficulties); (iii) Program 139 (heath care for the poor); (iv) Social
Insurance Fund (for public service and registered company’s workers); (v) Social Safety Net
Fund (compensation for job losses resulting from state enterprise reform; (vi) Education for All
(including adult and nonformal, and life-long learning); and (vii) Advancing Ethnic Minorities (to
help ethnic minorities catch up with the overall socioeconomic development). These programs

5  See Prime Minister’s Decision 170/2005/QD-TTg.
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have helped reached the more vulnerable groups. New phases of these programs are expected
to continue in line with the new SEDP objectives and programs.

 d. ADB’s Development Experience

14. The goal of the previous ADB CSP (2002–2004) was to reduce poverty, focusing on (i)
sustainable growth, (ii) inclusive social development, (iii) good governance, and (iv)  the Central
Region. While ADB experience is considered to have been generally successful, a self-
assessment of the previous CSP6 identified the following concerns: (i) ADB’s geographic focus
was too large, as the Central Region covers two thirds of the country’s area and population; (ii)
the transaction costs of attempting to support all the central region provinces were too high; and
(iii) it was difficult to oversee ADB projects, particularly those spread all over the region.7 ADB
support will target geographic areas with large numbers of poor, where new economic
opportunities could be developed.

15. ADB support in promoting pro-poor economic growth has demonstrated that its efforts to
help link rural infrastructure with the emerging national and international infrastructure networks
can have major impacts on reducing poverty.8 ADB’s support for road and energy infrastructure
development, for policy and regulatory environment supportive of business development, and
for development of market institutions has helped the Government encourage the rapid increase
in number and size of private firms. ADB has also provided poverty-targeted support via its
health and education sector programs, and through cofinancing of core ODA-supported poverty
programs, including the PRSC. ADB support for subregional economic cooperation has
generated economic opportunities in some of the poorest areas.

 e. Activities of Other Development Partners

16. The ODA community is helping the Government implement the CPRGS and the SEDP.
ODA support focuses on economic growth by promoting and improved investment climate for
the private sector and the Government’s targeted poverty reduction programs. The PRSC has
been a major ODA support instrument during the last 5 years. ADB, Canada, Denmark, DFID,
the EC, France, Ireland, JBIC, the Netherlands, Spain, and Sweden, under the leadership of the
World Bank, support the PRSCs. DFID and UNDP also plan to help the Government formulate
targeted poverty reduction programs for the next 5 years (i.e., successors of programs 135, 139,
and 143). More than 130 international NGOs mobilize about $100 million annually in ODA
resources to reduce poverty in Viet Nam.

 f. ADB’s Strategy and Possible Assistance

17. The overriding goal of the new SEDP (2006–2010) is to reduce poverty incidence to 10–
11% by 2010 (from 23.2% in 2004). Sustaining increases in employment (mostly private sector)
will be critical to achieving this goal. The challenge for ADB is to continue supporting
Government efforts to promote business-led growth in economic output and employment, while
also (i) directly targeting some of the poorest groups, and (ii) ensuring that appropriate

6  Viet Nam Resident Mission. 2005. Evaluation of Viet Nam CSP. Hanoi.
7  Similar conclusions were drawn in a joint study by Development Strategy Institute and ADB. 2005. How to

Accelerate Socioeconomic Development in the Central Region - A review of Policies, Progress, Opportunities and
Solutions for Poverty Reduction and Growth. Hanoi.

8  E.g., ADB support to develop the Hanoi–Lang Son highway and related infrastructure has been followed by a major
economic transformation with rapid increased in foreign and domestic investment in manufacturing along this
corridor. The resulting job creation has greatly reduced poverty in this area. Planned ADB investments along the
Hai Phong–Kunming transport corridor are expected to stimulate economic opportunities in the northwest region.
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environmental safeguards are implemented. ADB will continue supporting future PRSC and,
where justified, other Government targeted poverty reduction programs.

18. ADB poverty-targeted initiatives will include a focus on the northern mountains,
especially the northwest (which has the highest incidence of general and food poverty in Viet
Nam).9 Past ADB investments in transport infrastructure (e.g., Hanoi–Lang Son), and ongoing
ADB-funded GMS-related transport initiatives (the Haiphong–Kunming transport corridor), are
laying the foundations for increased economic and employment growth in the northern
highlands. Trade and tourism is expanding along these routes as economic cooperation
between the People’s Republic of China (PRC) and Viet Nam expands, providing opportunities
to strengthen links between these transport corridors and rural areas. A focus on the north-west
will also provide opportunities to expand GMS links with the Lao People’s Democratic Republic
(Lao PDR) and the PRC, and would complement the focus of ADB support on the northern
provinces of Lao PDR.

19. ADB will use a balanced mix of policy-based and project lending, where appropriate, to
improve local level service delivery. ADB will identify opportunities to develop project loans,
directed at local investments, which also provide incentives for local administrations to
implement policy and institutional reforms (including public administration reform, peoples’
participation, decentralization). ADB will try to ensure that the planning, appraisal, and
implementation of subprojects build local capacity.

 g. Implementation and Monitoring Mechanisms

20. Managing implementation and monitoring of the new SEDP remains a challenge.
However, Viet Nam has made remarkable progress in recent years. It has succeeded in
quantifying not only poverty and inequality indicators from the VHLSS but also other measures
of social and economic progress, sometimes at the subnational level. For example, the National
Center for Social Sciences and Humanities computes a human development index (HDI)10 at
the provincial level. The more ambitious Viet Nam Development Goals (VDGs) are directly
linked to the internationally accepted MDGs. In all cases, the targets associated with each of the
VDGs are tailored to the circumstances of the country. The HDI has been improved.

21. The Government has noted that “monitoring plan implementation and MDGs is
becoming a more and more urgent requirement”.11 The Government is improving monitoring
and evaluation (M&E) mechanisms, including by (i) enhancing the regulatory environment for
statistical reporting, (ii) building the capacity of institutions and organizations responsible for
M&E, (iii) improving the effectiveness of M&E mechanisms, and (iv) developing the database for
MDGs and VDGs. ADB is helping the Government develop methodologies to estimate a set of
results indicators for the SEDP in selected sectors and subsectors. This work complements

9 ADB, jointly with the Department of Labor, Invalids and Social Affairs; Committee for Ethnic Minorities and Mountain
Areas; and Development Strategy Institute, has been learning from ongoing work in the Northern Mountain
provinces to identify the reasons for slow poverty reduction, potential synergy from improving links with cross-
border trade and subregional economic cooperation initiatives, and financing gaps to realize opportunities (PRF-
funded TA 4503-VIE).

10 The HDI combines GDP per capita, life expectancy, and knowledge (literacy). This index can be interpreted as a
measure of deprivation across several areas from material well-being to the ability to fully engage in social life.
Longevity is captured through life expectancy at birth; knowledge through a combination of adult literacy rate, and
primary, secondary, and tertiary enrollment ratios. However, unlike the VDGs, the HDI is an aggregate, and does
not directly show which development efforts should receive emphasis, for example education or health.

11 The Steering Committee of the CPRGS. 2005. Viet Nam: Growth and Reduction of Poverty Annual Progress
Report of 2004 2005. Hanoi. (p. 101).
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UNDP-led capacity building for M&E results monitoring at the national level. UNDP is also
helping introduce a computerized system for monitoring MDG achievements.

22. The Government has decided to move toward results-based planning. The SEDP
includes detailed sets of results indicators for monitoring plan implementation, developed with
joint support from ADB and the World Bank. These include the indicators for MDGs and VDGs.
ADB is working with the Government program monitoring system to assess its own outcomes in
contributing to poverty reduction efforts.

 2. Gender Assessment

 a. Introduction

23. While Viet Nam leads Asia and the Pacific region in key aspects of gender equality, it
ranks 108 out of 177 countries on UNDP’s gender-related development index.12 Viet Nam
performs well in equitably delivering education and health services to both men and women.
There is little difference between genders in terms of school enrollment rates. Adult literacy is
high for everyone, and the gender gap in literacy rates has been declining. Most men (85%) and
women (83%) are economically active.13 With 23% female members in the National Assembly,
Viet Nam has the highest proportion of women in parliament in the region.

24. Viet Nam has a strong legal and policy framework to promote gender equality.
Vietnamese women have legal rights that women in many developing countries are still fighting
for, including affirmative policies for political participation, generous maternity benefits, and the
right to make reproductive decisions. Nonetheless, women often put their families first, even at
the expense of their own health or aspirations. Women may be expected to defer to male
authority, and may not exercise their legal rights.

 b. Key Issues and Development Challenges

25. Despite Viet Nam’s impressive overall performance in promoting gender equality, the
SEDP identified important concerns that still need to be addressed. Some female-headed
households are more vulnerable to poverty; on average women work longer hours for less pay
than men; women have less access to resources such as land, property, and formal credit and
job training; and women are poorly represented in decision-making positions, particularly at the
local level. HIV/AIDS affects about 2.3 men for every women, but the disease is now spreading
into the general population.14 Domestic violence and exploitation for prostitution and trafficking
remain key concerns. Women from ethnic minorities are the most severely disadvantaged. At
least one in four ethnic minority women remain illiterate, and infant and maternal mortality are
much higher in ethnic areas. Some 20% of ethnic minority women never attended school.
Focused efforts are needed to redress gender imbalances among ethnic minority groups.

26. Relatively poor access to resources means that women may be less able to access the
benefits of recent economic growth. More men (39%) are primarily engaged in wage
employment than women (25%). In contrast, more women (53%) are primarily engaged in
farming than men (46%). Thus, women tend to be more engaged in economic sectors that are
growing at a slower rate (agriculture) than sectors where there are higher proportions of

12 Viet Nam had a gender-related development index value of 0.702 in 2005. International index values ranged from
0.96 (Norway) to 0.27 (Niger).

13  Viet Nam has one of the highest economic participation rates in the world.
14 ADB is providing support for HIV/AIDS Prevention among Youth Project.
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economically active men. The impacts of economic growth and the increasing share of wage
employment in total employment on gender disparities are issues that need to be monitored.
The challenge is to ensure that economic growth is gender-inclusive.

27. Decentralization needs to be carefully managed to avoid adverse impacts on the poorest
groups. The introduction of user fees for education and health services may foster
improvements in quality, but women may be particularly disadvantaged by any reduction in
universal coverage and access. Another challenge is to better enforce existing policies and
legislation to better protect the rights of women. This will require targeted efforts to raise
awareness in all relevant ADB operational activities.

 c. Government Development Strategy

28. Viet Nam is a signatory to most of the key international instruments on gender equality. It
actively participates in regional and international groups promoting gender equality, including
the APEC Gender Focal Point Network, the ASEAN Committee on Women, and the UN
Commission on the Status of Women. Viet Nam has internalized its international commitments
to gender equality through its National Strategy for the Advancement of Women (NSAW) to
2010, and associated Action Plan. A National Committee for the Advancement of Women
(NCFAW) has been established to oversee gender equality initiatives. NCFAW oversees a
network of Committees for the Advancement of Women (CFAW) in all line ministries and
provinces. The Viet Nam Women’s Union (VWU) also works with CFAWs at the grassroots level
and implements projects to improve women’s lives. The overall goal of the NSAW is to “improve
the quality of women’s material and spiritual life, as well as to establish the conditions necessary
for women to experience their fundamental rights, and to fully and equally participate in and
benefit from all aspects of political, economic, cultural and social life.”

29. The NSAW specifies the following specific objectives: (i) achieve women’s equal rights in
labor and employment, education, and health care; (ii) enhance quality and efficiency of
women’s performance in political, economic, cultural and social fields; and (iii) strengthen the
capacity of the machinery for the advancement of women. The SEDP calls for continued efforts
to implement the NSAW to mainstream gender issues in development activities. It also states
that gender issues should be integrated “into policies, national action programs, and programs
on socioeconomic development of all levels and sectors” and requires all ministries and local
authorities to take steps to raise people’s awareness of gender equality. The SEDP also
includes gender-disaggregated targeted outcomes in areas such as education, health, business
development, and land management.

 d. ADB’s Development Experience

30. ADB has tended to address strategic gender issues via TA grants, including the Gender
Strategy and Implementation Plan for Agriculture and Rural Development (completed February
2004), Gender Mainstreaming Action Plan for Agriculture and Rural Development (ongoing),
and Support for the Preparation of the Law on Gender Equality (ongoing). A 2002 review of
ADB loans to Viet Nam noted a tendency to “limit gender analysis to community based projects
(e.g., in health, education, micro-credit, water supply and sanitation) where the impact is more
direct, and on projects targeted to gender concerns”. An assessment of gender-responsiveness
of ADB loans is summarized below.
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Table A3.4: Assessment of Gender Responsiveness of ADB Loans

Stage Key issues ADB efforts
Design Design should:

• Meet both women’s and men’s
needs in relation to the problem

• Not make gender issues worse
• Actively improve gender equality

The design should incorporate a gender
strategy and/or gender action plan.

Good
Each project design team includes a
gender expert. In formulating a loan
proposal, project designers are required to
complete a social and poverty impact
assessment, including a consideration of
gender issues. The design phase could be
improved by disaggregating expected
project impacts by gender (benefits and
costs).

Resource
allocation

Specific and sufficient resources (financial
and human) should be allocated to enable
the achievement of gender equality
objectives.

Average
Gender strategies are usually financed
from the main project loan. Gender
experts are not recruited unless gender
issues are a key project component. (e.g.
in the Health Care in the Central
Highlands Project, a domestic social
development specialist helped develop
implementation guidelines for the gender
strategy).

Implementation Implementers should be aware of gender
specific issues.
Mechanisms should be in place to ensure
that gender equality standards are met.
Key personnel responsible for gender
issues should be identified in project
management and decision-making units.

Weak
The social and gender analytical skills of
local staff are limited. Better assessment
of capacity of the implementing agency
would lead to more realistic project design
and objectives.

Monitoring and
evaluation

Monitoring mechanism should:
• Take account for progress for

female and male beneficiaries;
• Show the extent to which the

project is meeting the different
needs of men and women;

• Take account of gender strategy
or action plan to set monitoring
indicators;

• Disaggregate key baseline and
monitoring indicators by gender.

Weak
Many projects only have final gender
objectives. Progress targets would make
ongoing monitoring more meaningful.
One way for ADB to establish
accountability is through loan covenants
unless they form a substantial part of the
project output. (A good example of a loan
covenant is the Upper Secondary
Education Development Project where a
covenant supports the Gender and Ethnic
Minority Action Plan.)

Lessons
learned

Ensure strategies to achieve improved
gender equality are fed into similar
projects.

Average
Gender mainstreaming is relatively new
and evolving process. Although newer
ADB loans are more gender responsive
(ADB 2002), there are still cases where
gender sensitive reviews are not feeding
back into projects.

ADB = Asian Development Bank
Source: Summarized from ADB. 2005. Gender Situation Analysis (using a framework adapted from NCFAW Gender
Mainstreaming Guidelines).
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 e. Activities of Other Development Partners

31. A gender action partnership (GAP) has been established to cooperate on aid and
development activities related to gender. The GAP’s aim is to promote dialogue, policy review,
and specific development initiatives on gender issues between development partners and the
Government. GAP members include NCFAW, VWU, international and Vietnamese NGOs,
bilateral partner agencies, UN agencies, the World Bank and ADB. The NCFAW acts as the
secretariat for the GAP. GAP members typically implement activities related to gender
awareness raising and advocacy, reproductive health, trafficking and domestic violence, but
there is also an increasing focus on planning and governance. Vietnamese members are either
institutes implementing gender research and training, or specialized centers engaged in areas
such a reproductive health. ADB is working with World Bank and DFID to develop a
comprehensive country gender study for Viet Nam.

 f. ADB’s Strategy and Possible Assistance

32. The guiding principal for the CSP is to “ensure women’s equal participation in, and share
of benefits from, the socio-economic development process . Gender issues are included in all
sector assessments in this CSP. ADB’s efforts to mainstream gender issues under the CSP will
be closely aligned with (i) SEDP 2006–2010, and (ii) National Strategy for the Advancement of
Vietnamese Women to 2010.

33. ADB has made progress in better integrating gender issues into the design of projects in
Viet Nam, but more needs to be done to ensure that this better feeds into resource allocation,
implementation, and M&E. Gender analysis needs to continue during project design, and
gender-based indicators need to be included in the M&E framework to help ensure that gender
issues continue to be monitored and addressed during implementation.

34. Specific efforts should be made wherever possible during the CSP to do the following:

(i) Improve women’s access to land, capital and training.
(ii) Monitor and enforce the Law on Gender Equality (expected to be approved late

2006) and Labor Code.
(iii) Monitor and assess the gender impacts of trade, integration, and economic

growth. Assess whether targeted policies for poverty reduction are equally
benefiting both women and men and, where necessary, recommend policy
adjustments.

(iv) Support the development of a policy framework to deal with the pressures
created by migration (e.g., access to social services, exposure to HIV/AIDS), and
address the vulnerability of migrant workers to sexual violence and trafficking.

(v) Study the impact of user fees on access to social services for women and men.
(vi) Support the development of a national strategy on domestic violence.
(vii) Help build capacity for women’s leaders, particularly in local government and

public administration. Support the development of gender strategy in the public
administration reform planning at national, ministerial and provincial levels.

(viii) Support the integration of gender analysis in future public expenditure reviews.

35. Gender in Infrastructure and Finance Projects. About 40% of ADB lending has been
directed to transport, communications, energy, and finance. With expected increased in the use
of OCR resources for economic growth–focused investments, this share is expected to
increase. Innovative solutions may be needed to ensure that gender issues are adequately
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addressed in such projects. Targets should be set to increase women’s participation in training.
Representatives from VWU or other gender-focused organizations could be appointed to
resettlement committees or help in monitoring infrastructure development.

36. Operational Issues. From an operational perspective, gender sensitivity of ADB
projects need to be strengthened in the following ways:

(i) Project team leaders should be clearly directed to ensure that gender issues are
considered, and appropriate actions taken, at all stages of the project (design
implementation, monitoring and evaluation).

(ii) Require implementing agency to nominate a gender (or social) development
officer to ADB-financed projects.

(iii) Ensure budgetary provisions for providing ongoing training to ensure that gender
goals are articulated and met.

 g. Implementation and Monitoring Mechanisms

37. Gender-based indicators need to be included in the monitoring and evaluation
framework for all program and projects to help ensure that gender issues continue to be
monitored and addressed during the CSP. Some changes in institutional arrangements and
responsibilities are anticipated following the expected new legislation governing gender issues.
ADB will monitor these changes, and where appropriate, will seek opportunities to help
strengthen restructured institutions, especially in areas that are directly linked to ADB core
operations.

 3. Governance Assessment

 a. Introduction

38. The Government aims to improve governance via a broad range of measures, including:
(i) public administration and civil service reforms; (ii) regulatory reform and simplification; (ii)
increased transparency, stronger civil society organizations, and a more critical mass media; (iii)
legislative reforms aimed at directly addressing corruption, public procurement, corporate and
financial governance; and (iv) moral persuasion. The Government has recently worked with
funding agencies in undertaking the public expenditure review and the integrated fiduciary
assessment, is reviewing recommendations from these studies, and is working with funding
agencies to increase transparency and to control corruption.

39. The Government is implementing the Public Administration Reform Master Program
(PAR) for 2001–2010. Key objectives are to improve the efficacy and efficiency of public service
delivery, and to remove barriers to business development and trade. Given the SEDP focus on
the need to create more jobs, an important aim of the PAR must be to improve investment
efficiency. Much recent growth has been generated by increasing the ratio of investment to
GDP. The ratio is now high by regional standards. The challenge to sustaining strong
employment growth is to increase investment efficiency. Given that investment efficiency is
highest in the domestic private sector; particular efforts must be made to reduce barriers to
domestic private investment. Public expenditure, however, should also be made more efficient.
This implies a need to improve public expenditure planning, management, and accountability at
the macro, sector, and provincial levels. It also implies a need to improve the governance of
SOEs.
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40. ADB has supported the PAR,15 which has gained momentum recently with the building
blocks being established for a new organization of Government and the development of a more
professional civil service. Many administrative and business procedures have been greatly
simplified in recent years. The SEDP notes positive impacts in terms of “institutional reform;
reform of the organizational structure of the administrative apparatus; renovation and
improvement of civil servants’ quality; and reform of public finance”. Nevertheless, government
officials, National Assembly members and other stakeholders have expressed concerns that
many PAR projects have produced results that were below expectations. There is broad
recognition of a need to further strengthen PAR process to improve public service delivery and
further reduce opportunities for corruption.

 b. Issues and Development Challenges

41. Planning Processes. While there has been progress in strengthening planning
approaches in recent years, the SEDP notes that weaknesses in the planning system are
undermining development efforts. The new SEDP included (i) participatory process in
formulation; (ii) a focus on equitable, sustainable and balanced growth based on good data and
analysis; (iii) improving governance; and (iv) inclusion of clear policy actions to achieve goals
and objectives, linked to development of a monitoring and evaluation framework clearly linked to
policy and budget processes. The challenge is to extend these improved approaches to sector,
regional and provincial development planning. Revised regulations governing the Decree on
Grassroots Democracy are helping to increase community participation in public policy and
planning at the local level.

42. Public Finance. Steady progress has been made toward developing a more efficient
and effective systems for budgeting, expenditure control, and financial supervision. The 2004
Budget Law empowers the National Assembly to approve the budget and budget allocation to
the provinces. Disclosure requirements for all state budget resources have been strengthened.16

SEDP (p. 19) notes: “Administrative expenditure norms have been adjusted to better satisfy
demands on expenditure for administration, education, healthcare, and culture. Apart from the
change in expenditure quotas, staffing quotas and block grants, the management of budget
expenditure has experienced positive changes both in the mindset and practices of people
involved. Procedures of State budget expenditure through the treasury systems have been
highly improved.” Decentralization initiatives, including the allocation of block grants to the
provinces and allowing provinces to retain a portion of tax revenue collections, have helped
increase transfers from the richest to the poorest provinces. Medium-term expenditure
frameworks (MTEF) are being introduced at the central and provincial levels. More efforts are
needed to improve processes and ensure the audit and publication of budgets of all central
agencies and provincial authorities. Further external support will be required to operationalize
best practices at national and subnational levels.

43. Institutional Reforms. The SEDP highlights progress in implementing regulations on
grassroots democracy: “The working styles of officials at all levels, especially at grassroots
level, have ameliorated to be more open and democratic, better satisfying people’s needs and

15 The PAR Program comprises seven areas: (i) institutional reform; (ii) organizational reform; (iii) civil service reform
(downsizing); (iv) salary reform; (v) improving the quality of civil servants by training and retraining; (vi) public
financial management; and (vii) modernization of public administration, including computerization of state
administration. ADB has supported the PAR program through training and retraining of public officials and by
helping to develop more effective training modules to meet skill needs, and through support to e-government
initiatives.

16  Decision 192, 16 November 2004.
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desires and reducing bureaucracy.” Legislative drafting capacity and the quality of legal
instruments and institutions have been improved, reducing the scope for arbitrary decisions by
officials. Laws approved/amended in 2004 and 2005 include laws on competition, bankruptcy,
construction, electricity, unified enterprise, common investment, against corruption, complaint
and denunciation, and on the issuance of legal documents by subnational authorities.
Administrative procedures affecting people and business, including those related to
construction; births, deaths, and marriage; residence registration; customs, taxes, and treasure;
and import/export are being reviewed and simplified where possible. Legal development and
judicial reform strategies were approved in 2005.

44. Despite these improvements, applied policy research and legal drafting capacity is still
weak. There are no systematic mechanism for assessing the costs, benefits, and distributional
impacts of new policies and regulations. Policy and regulatory reform initiatives are often under-
funded. There are frequent delays in issuing enabling legislation. There is a need for practical
manuals, and technical support, to guide implementation, and for more systematic monitoring
and evaluation of outcome. The Government recently created a Law Committee under the
Office of the Government aimed at addressing the above weaknesses; and is also drafting
revised guidelines for implementation of the Law on Promulgating Legal Documents to more
clearly require stakeholders’ consultation in drafting legal document.

45. Organization Reforms. The number of agencies reporting directly to the Prime Minister
has been gradually reduced. Roles, functions, tasks of ministries, central agencies, and
people’s committees have been restructured. Incremental efforts in decentralization have
continued. The Government has been piloting new approaches to improve service delivery, with
more focus on achieving results and targeted outcomes. Pilot projects to improve performance
management, quality management, citizen’s report cards, service standards, and impact
monitoring are being implemented. One-stop shops for service delivery are being implemented
in 63 out of 64 provinces.17 The Government has also established information technology (IT)
centers in most central agencies. Fees and charges are being streamlined and made more
transparent: some 140 types of fees and charges were eliminated at the national level since
2001, and another 203 fees and charges were eliminated at the subnational level.

46. More systematic efforts are needed to improve organizational reforms. Better staffing
analysis, planning, and job descriptions need to guide funding, personnel, and training needs.
Given limited absorption capacity at local levels, the specific needs of poorer and weaker areas
need to be recognized in planning decentralization. There is scope to further diversify the
suppliers of public services by increasing the role of NGOs, citizens, and the private sector.
Individual ministries and provinces often introduce IT independently with limited coordination
and cooperation. The net results have been less than expected. Prerequisites for IT
development—including business process reengineering, common application standards, IT
technical and procurement standards—need more attention. E-government is established as a
goal, but detailed strategies are still to be developed.

47. Civil Service. Higher qualification standards have been introduced for new recruits.
Administrative and public service agencies operate as different legal entities. Commune officials
are now integrated as civil servants. Decentralization of personnel management has started.
Some improvements have been made in linking incentives, promotion prospects, and other
rewards to performance. The salary system is improving and progress is being made in

17  One office will handle public interaction with the labor and social affairs, natural resources and environment,
planning and investment, and construction departments
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upgrading civil servants to stipulated qualification levels. However, weaknesses remain in
Government capacity to recruit, retain, and reward high-quality staff. The use of unofficial salary
supplements needs to be reduced. Training needs to be accelerated and some training needs to
be designed to better reflect institutional needs.

48. The quality of public service delivery varies greatly, contributing to regional disparities in
human development, per capita incomes, and employment growth. Ensuring more consistent
delivery of public services will help reduce poverty and ensure more balanced socioeconomic
development.

49. State Enterprises Governance. ADB efforts to support reforms in this area are
discussed in detail in section B.2.b.

50. The public sees corruption as a major problem. The PAR needs to address the need to
reduce corruption. A detailed discussion of this concern is included in section A.4.

 c. Government’s Development Strategy

51. The SEDP sets out a three-pronged approach to “build and comprehensively improve
the institutional system for a socialist oriented market economy”, comprising (i) improving the
legal system and market institutions, (ii) developing the capacity of key participants in the
development of a market economy, and (iii) improving state planning and management
mechanisms. The SEDP also includes specific governance initiatives in many sector priorities,
including priorities related to financial sector and business development. Key SEDP provisions
are summarized below.

52. Legal System and Market Institutions. Targeted outcomes include further developing
the legal system to (i) protect business freedom, (ii) create a fair and competitive business
environment in accordance with international commitments, (iii) ensure implementation of the
new enterprise and investment laws, (iv) clarify state ownership and management of its
investments, (v) unify and harmonize contract legislation and improve enforcement
mechanisms, (vi) revise legislation on trade and services in line with domestic needs and
international practices, and (vii) better harmonize key sector legislation. In terms of public
accountability, new legislation will be developed governing public finance; taxation (focusing on
simplification and conformity with international practices); and bidding for public procurement.
Further efforts will be made to enforce the law on natural resources and the environment,
including broad application of the polluter-pays principle.

53. The SEDP aims to improve the institutional and regulatory framework for “the formation
and effective operation of diversified types of markets”. Targeted outcomes include (i) improved
markets for goods and services via liberalization and competition; (ii) real estate market
development to ensure easy tradability of land-use rights and the effective use of land as
development capital, including the development of intermediary services; (iii) labor markets to
reflect market conditions, with workers free to decide where they work, while also protecting the
rights of both employees and employers; (iv) sustain strong growth in financial institutions and
securities markets, and strengthen governance to protect client and investor interests; and; (v)
increase incentives for investment in science and technology and the commercialization of
research results, and reduce barriers to competition in science and technology.
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54. Developing Capacity of Market Participants. Targeted outcomes focus on: (i) re-
organizing the State management apparatus; (ii) improving the civil service and implementing
anticorruption measures; and (iii) restructuring business and increasing competition. These
issues are discussed in more detail in section B.2.

55. State Planning and Management Mechanisms. The SEDP highlights the need for
fundamental improvements to develop plans that are consistent with socioeconomic realities,
market conditions, and requirements for economic integration. Master plans will be developed
for each sector, region, and area with quantified outcomes, and clear measures for monitoring
and evaluating plan implementation. The legal framework and guidelines for planning and
decentralization will be more clearly established to facilitate planning. Training and mentoring
will be required to ensure more effective planning. Intensified efforts will be made to
decentralize those “tasks that the central State does not need to implement or manage”, and to
develop the capacity of local authorities to ensure effective decentralization. Cumbersome
and/or inconsistent regulations that lead to corruption need to be abolished. Civil society groups
will be encouraged “to engage in managing some public fields”. These Government imperatives
for improving governance will be mainstreamed into relevant ADB operations.

 d. ADB’s Development Experience

56. ADB evaluations of its earlier capacity building and governance interventions identified
the following key lessons: (i) account for local political realities, (ii) develop realistic reform
programs, (iii) provided adequate commitment and resources, (iv) import recommended
practices from other countries cautiously, (v) broad-based interventions are needed to build
capacity, and (vi) collate governance experience. Policy formulation requires a long process of
consultation and the participation of relevant central and local government agencies, civil
society, and the media. National ownership of the proposed policies and action plans are crucial
to the success of governance reforms.

 e. Activities of Other Development Partners

57. Most funding agencies include a strong focus on governance issues, and most funding
agency partnership groups include a focus on governance issues. Details of other funding
agency activities to support improved governance are included in relevant sector assessments.

 f. ADB’s Strategy and Possible Assistance

58. ADB’s goal is to support the Government “to develop democratic, professional, modern,
effective and efficiency administration and governance and reduce corruption”. The core
expected outcomes of ADB initiatives are to (i) reduce corruption and control money laundering,
(ii) increase transparency and accountability, (iii) improve public service delivery, (iv) reduce
business transaction costs and, (iv) increase investment efficiency.

59. ADB aims to mainstream governance initiatives in core operational activities. A common
aim of ADB governance efforts (both cross-cutting and direct) will be to help support
Government initiatives to improve governance and control corruption by (i) increasing
transparency and public participation; (ii) reducing opportunities for corruption, and reduce
business transaction costs, via administrative simplification and e-government; (iii) helping
developing capacity to support the transfer of more responsibilities to local officials in areas
such as private sector development, public service delivery, and planning local infrastructure.
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60. Many key governance issues need to be addressed at the sector and subnational level.
This assessment highlights issues that need to be addressed in a broad range of ADB
interventions. Additional measures are highlighted in relevant sector assessments.

 g. Implementation and Monitoring Mechanisms

61. The draft SEDP includes a limited number of governance indicators as part of its
monitoring system. The Government has committed to additional governance-related outcomes
under the multi-funding agency PRSC operations and agreements with the IMF. ADB will
support Government efforts to improve results based monitoring at the (i) central level (with
respect to SEDP implementation, (ii) the ministerial level in those ministries where ADB has
major TA and/or lending operations; (iii) and at the provincial level in those provinces where
ADB has major TA and/or lending operations. ADB will support efforts to develop the staff and
systems needed for effective implementation of monitoring and evaluation mechanisms.

 4. Anticorruption Measures

 a. Introduction

62. Corruption is perceived as a major concern by the public, the Government, the National
Assembly, and the Party. Preliminary findings of a recent (December 2005) corruption study—
commissioned by the Central Committee of Internal Affairs of the Communist Party—found that
one third of officials and civil servants were willing to receive bribes and up to 90% of
respondents were familiar with corrupt practices such as embezzlement, bribes, and graft. The
survey found that the most problematic areas for corruption were land management, customs
and traffic police. Problems were also reported with finance and taxation, construction approval
and management, health sector, planning and investment, transport sector and economic police
agencies. International rankings also indicate problems. Corruption reduces the efficiency of
both public and private investments, and discourages investment in business activities. It
undermines society’s trust and confidence in national institutions. Reducing corruption will help
increase the rate of growth in employment and incomes, and accelerate poverty reduction.

63. High-level political commitment to fighting corruption is regularly confirmed. Media
publicity and coverage is increasing with official encouragement.18 This attention and several
high-profile arrests have helped raise awareness of the issue. The National Assembly approved
an Anticorruption Law and Law on Complaints and Denouncement in 2005, which takes effect
from mid-2006, requiring greater transparency, including requiring officials and their relatives to
declare their assets. The Government Inspectorate (GI) has been established to be the focal
point agency for fighting corruption. ADB and several other funding agencies are helping to
strengthen its capacity. Efforts are also being made to strengthen public procurement,
streamline public administration procedures, and develop electronic interfaces to minimize
personal contact in administrative dealings with government officials. The key challenge is to
effectively implement new policy and regulations to control corruption. ADB needs to ensure that
both Government and ADB anticorruption guidelines are adhered to in all its operations.

18  Most recently, the media played a major role in highlighting corruption within Project Management Unit 18 (PMU
18) under the Ministry of Transport. The minister, a deputy minister, and the PMU head lost their jobs as a result.
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 b. Sector Issues and Challenges

64. The causes of corruption are multi-faceted. Ambiguity and inconsistencies in the
regulatory and administrative apparatus increase opportunities for corruption. Low salaries and
income gaps motivate corrupt acts. Lack of transparency and accountability mechanisms, and
weak enforcement institutions increase the probability of persons not being caught when
engaging in corrupt practices

 c. Government’s Development Strategy

65. The SEDP highlights the need to reduce corruption and includes specific governance
initiatives to improve transparency and accountability. The SEDP highlights the need to better
define the role of the state in economic management and to focus on core state management
responsibilities. The Government is also increasingly highlighting the important role of the media
and civil society organizations (CSOs) in combating corruption.

Box 1: Recent Anticorruption Measures and Challenges

Key Government/National Assembly (NA) Measures
o The Law on Complaints and Denunciations amended in 2003
o Viet Nam signed UN Convention on Anticorruption in 2003
o Viet Nam joined the Asian Development Bank—Organization for Economic Co-operation and

Development Initiative for Anticorruption in Asia and Pacific in July 2004
o Law on Inspection approved by the NA in 2004
o Enactment of an anti-money-laundering decree in 2005
o The State Audit Office was made independent reporting directly to the NA in 2005
o Law on the Prevention and Combating of Corruption passed in November 2005 and effective in

July 2006
o Procurement Law passed by the NA  in November 2005 and became effective in April 2006
o Unified Enterprise Law (UEL) passed by the NA in November 2005 and became effective in July

2006

Challenges
o Strengthen human and institutional capacity of the Government Inspectorate and its provincial

offices, and ensure its independence to implement its mandates
o Introduce more transparent government policy and procedures at local levels
o Raise public awareness of anticorruption measures
o Strengthen the ethics and accountability of civil servants and party officials
o Effectively implement the corporate governance provisions under the UEL
o Effectively implement the Procurement Law and the Law on the Prevention and Combating of

Corruption
o Encourage media and civil society to more actively expose corruption at all levels

Sources: Compiled from various documents.

 d. ADB’s Development Experience

66. ADB has a wide policy of zero-tolerance for corruption. ADB continues to implement its
anticorruption policy with three objectives: (i) support competitive markets and effective public
administration, (ii) support explicit anticorruption efforts, and (iii) ensure ADB-financed projects
and its staff adhere to the highest ethical standards. In implementing this policy, ADB has
provided an advisory assistance to the Government Inspectorate to improve anticorruption
advocacy and public awareness and to develop an information management system. ADB
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supported the State Bank of Viet Nam in strengthening the regulatory and institutional
framework to control money laundering. The Government has also joined the ADB-OECD
Initiative of Anticorruption in the Asia and Pacific Region. ADB needs to particularly vigilant in
working with all its counterparts to ensure that anticorruption safeguards are in place.

 e. Activities of Other Development Partners

67. The Government has intensified its anticorruption efforts in recent years. Anticorruption
policies were first discussed openly at the Consultative Group Meeting in December 2004.
Funding agency support directly targeted at the sensitive issue of corruption has so far been
limited to Swedish International Development Agency’s (SIDA) support for a diagnostic study of
corruption. Funding agencies active in providing closely related support (e.g., to the
Government Inspectorate) include Danida, UNDP, and USAID. UNDP supported the
Government Inspectorate’s initial efforts to prevent and combat corruption by reviewing legal
documents required by the UN Anticorruption Convention. SIDA has also proposed establishing
and managing a multi-funding agency program facility of about $5.7 million–$6.3 million. The
main purpose of this program facility is to provide comprehensive capacity building to the
inspectorate system.

 f. ADB’s Strategy and Possible Assistance

68. ADB’s will support Government efforts to reduce corruption; to control money laundering;
and to increase transparency and accountability. Key elements of ADB’s strategy are (i) to
mainstream anticorruption initiatives in all core operational activities; (ii) support Government
initiatives to increase financial governance, transparency, tendering procedures, and public
participation in all aspects of public expenditure planning and management; (iii) support
Government efforts to control corruption at the project level; and (iv) reduce opportunities for
corruption via administrative simplification and e-government. ADB will continue to support the
Government’s anticorruption initiatives under the ongoing ADB-OECD Anticorruption Initiative
for Asia and Pacific. Working jointly with other ODA partners, ADB will also engage in policy
dialogue, and provide other assistance, to help the Government implement new policies and
regulations to reduce corruption, including recently enacted legislation governing corruption,
public waste, and procurement.

 g. Implementation and Monitoring Mechanisms

69. The draft SEDP includes a limited number of anticorruption indicators as part of its
monitoring system. ADB will work with the Government to strengthen monitoring of
anticorruption initiatives.

 5. Environment

 a. Introduction

70. Viet Nam has a spectacular natural environment and is rich in biological diversity, with
about 7,000 plant, 275 mammals, 260 reptiles and amphibians, 826 birds, 2,000 marine fish,
2,000 fresh water fish, and 120,000 insect species. About 3% of the globally threatened species
are found in Viet Nam. Some 14% of identified bird species are classified as threatened. Viet
Nam is also one of the most densely populated countries in the world. Many of the poorest
people live in mountainous and remote areas and depend on forest resources for most of their
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food and basic household items. Natural resources and primary products remain an important
source of economic well-being.

71. Viet Nam’s transition to a market-oriented economy has helped accelerate economic
growth and poverty reduction, directly benefiting most of the population. However, rapid
economic growth, a growing population, and rapid urbanization have had negative impacts on
environmental quality. A more open economy has increased economic incentives to exploit
forest and other natural resources. Water and air quality has also declined in some areas. The
population remains vulnerable to natural disasters, including typhoons, flooding, and drought.
Viet Nam is exposed to typhoons that cause flash floods, landslides, and coastal erosion along
its eastern seaboard. Its monsoon climate leads not only to flooding of much of its most
productive agricultural land during the wet season, but also to water shortages during the dry
season. Risks from natural disasters are exacerbated by environmental degradation. There is
increasing competition for scarce resources such a water and forests. The Government has
become increasingly concerned about these realities and has identified improved environmental
management as one of three key pillars of the new SEDP.

 b. Environmental Issues and Challenges

72. Institutional capacity to mainstream environmental concerns is still inadequate. Key
issues include (i) lack of strategic environmental assessment of master plans, regional plans
and guidance for development agencies; (ii) lack of appropriate safeguards during project
construction and operation; and (iii) lack of internal environmental management systems to
ensure that environmental issues are proactively addressed within the development agency.

73. Land Degradation. About 70% of the country is affected by soil erosion. Land
degradation results from natural topographical and geological conditions that make certain
areas susceptible to soil erosion, deforestation, contamination from chemicals used during wars
and use of pesticides, increase and overuse of cultivated land area, and soil acidification and
salinity. Soil erosion and fertility problems have major economic impacts on most people
dependent on agriculture.

74. Forest Resources. While overall forest cover has been increasing, from 28% in 1990 to
about 38% in 2005, the quality of forest cover decreased. Rich and medium-stocked forests are
now concentrated mainly on hilltop or steep slope areas that are unsuitable for other land-uses.
Threats to forest cover include clearing for agricultural land, conversion of natural forests to
production forests, exploitation of timber and non-timber forest resources for subsistence and
commercial uses and forest fires. The total area of protected areas increased, from 0.4% of the
total land area in 1992, to 7.0% in 2005, but management of these areas is compromised by
institutional and funding limitations.

75. Marine and Coastal Resources. Limited coordination between the stakehokders using
these resources contributes to unsustainable resource extraction (especially for nearshore
fisheries). While economically important, aquaculture is often developed at significant
environmental cost. Viet Nam’s marine and coastal protected areas are being converted to other
uses (e.g., shrimp farming, shipping channels, and dredge disposal areas). Government
agencies are formulating a new ordinance to strengthen conservation of biodiversity, wetlands,
and marine protected areas, but substantial financial and regulatory support will be needed to
ensure implementation.
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76. Biodiversity Resources. Viet Nam lies at the junction of two major bio-geographical
areas, providing the basis for a naturally biodiverse country. However, the total numbers of
many species are low and may not be viable in some cases. Populations of globally threatened
species conserved within protected areas are generally low. Pressures to reduce biodiversity
include wildlife hunting and consumption, mono-cropping, high-yield varieties, and a lack of
conservation incentives. Trade in wild or illegally captured fauna species remains a concern.

77. Mineral and Groundwater Resources. The country has a wide variety of mineral
resources. However, environmental management of mining activities remains poor. Illegal
mining activities are common in some areas, sometimes causing significant local and regional
environmental impacts (a particular concern is mercury contamination in downstream
watercourses and groundwater caused by gold mining). Groundwater quality is generally
suitable for most domestic purposes, although there are hotspots of contamination.

78. Surface Water Resources. Rivers originating within Viet Nam are short and steep
offering limited opportunities for multipurpose water storage reservoirs. About 60% of water
resources originate in neighboring countries. Upstream diversions, droughts, and seasonal
variations in river flows results in low per capita water availability in some areas. Water quality is
poorest in urban areas, which tend to be in downstream areas near the mouth of the rivers.
Main downstream sources of pollution are untreated industrial and domestic wastewater
discharges. Saltwater intrusion is advancing into coastal plains and delta areas, limiting
opportunities for extraction of water extraction. This is exacerbated by increased upstream
withdrawals to meet growing urban needs. Pollution of surface and ground water is emerging as
a problem in many river basins.

79. Pollution and Waste Management. Air quality has been deteriorating, causing
increased occurrence of respiratory problems. Dust is the main pollutant. Major sources of
pollutants are factories, power plants, vehicles, and fuel burning and heating in households.
Environmental and social issues associated with landfills in Viet Nam include contamination of
groundwater and surface water, emissions of air pollutants and odors, vermin, public health
problems from gases and emissions and waterborne diseases, dust, and noise.

80. Industrial Environmental Management. The rapidly growing industry sector has
increased noise, air, and water pollution. Low standards of technology, combined with weak
monitoring and enforcement of environmental standards, exacerbate these problems.

81. Tourism Development. Key environmental management issues associated with rapidly
growing tourism industry include infrastructure development, solid and liquid waste
management, social impacts on previously isolated communities, and stress on natural areas.

82. Environmental Management of Transport and Energy Projects. Integrating
environmental considerations into the design, construction, and operation of transport and
energy projects remains a key challenge. Many master plans and regional plans lack strategic
environmental assessment. Government agencies need better guidance on conducting and
reviewing assessment. Safeguards for project construction and operation need strengthening.

83. Natural Hazards and Disaster Management. Viet Nam is prone to a range of natural
disasters, including floods, typhoons, droughts, mudslides, and salinity intrusion. Natural
disasters generally affect people living in lowland areas (about 72% of the population). Although
the frequency of many natural disasters cannot be easily controlled, the magnitude of disasters
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is often exacerbated by domestic activities such as clearing of shoreline-protecting mangroves
and coral reefs, and clearing soil-protecting forests.

84. Climate Change. This is a potentially important issue for Viet Nam, as a 13–94 cm rise
in sea level by 2100 could cause extensive saltwater intrusion and eliminate a significant portion
of agricultural land. Greenhouse gas (GHG) emissions in Viet Nam are rising.

85. Trans-Boundary Issues. Viet Nam shares substantial lengths of land borders with
PRC, Cambodia, and Lao PDR. Key environment-related trans-boundary issues with these
countries and with Thailand include water diversion and water pollution in upstream areas of the
Mekong and Red rivers, regional air pollution, trans-border infrastructure construction, including
roads and electricity lines, and wildlife trade and logging (mostly illegal).

86. Poverty and Environment. Links between poverty and environment include the
following: (i) poor communities are concentrated in areas with degraded or low-quality
environmental conditions and natural resources, (ii) the dependence of poor communities on the
environment and natural resources for maintaining their livelihoods increased environmental
pressures, and (iii) poor communities face the greatest risk to their health or livelihoods from
declining environmental quality or lack of natural resources.

 c. Government’s Strategy

 i. Key Strategies: The SEDP and NSEP

87. The draft SEDP aims to “ensure harmony between population growth, urbanization,
socioeconomic development and environmental protection so that all people can enjoy an
improved quality of life and live in a green, clean, beautiful and healthy environment.” Adverse
environmental impacts of recent rapid socioeconomic development are recognized, and
environmental management is identified as one of three axes of the new plan. The SEDP
highlights environment and poverty links and, in addition to environmental controls, stresses the
need to manage, to extract, and to rationally and effectively use natural resources (land, water,
minerals, environment) to satisfy economic growth needs, eradicate hunger, and reduce
poverty. Promoting balanced regional development is seen as an important approach to
reducing the environmental and social costs of rapid urbanization. It includes a limited number
of ambitious targeted outcomes for improving environmental management, including increased
forest coverage; improved water supply, sanitation, and solid waste management; and the
adoption of environmentally friendly technologies by the business sector. However, more work
is needed to prioritize actions to address the key issues and objectives.

88. From an institutional perspective, the SEDP stresses the need to (i) improve the
regulatory framework (including enforcement mechanisms) to better manage natural resources
and the environment; (ii) strengthen the capacity of planning agencies to integrate
environmental considerations into development planning, management, and monitoring,
including higher-quality and more systematic environmental impact assessments; (iii) strengthen
the information base for more effective environmental planning and monitoring; (iv) increase
public financing for environmental management and protection;19 and (v) apply the polluter-pays
principle throughout the country.20

19  At least 1% of Government expenditure was targeted for 2006.
20  A plan to sanction polluting organizations and individuals was attached to Prime Ministerial Decision 64/2003/QD-

TTg, 22 April 2003, but enforcement was limited.
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89.  Viet Nam’s National Agenda 21 Strategy (approved August 2004) is “a framework
strategy composed of broad strategies, which are the legal foundations for ministries, sectors,
localities, organizations, and relevant individuals … to ensure sustainable development in Viet
Nam in the 21st Century”. This strategy identifies the following priorities: (i) prevention of land
deterioration, and effective and sustainable use of land resources; (ii) water environment
protection and sustainable use of water resources; (iii) appropriate exploitation and efficient use
of mineral resource; (iv) protection of marine, coastal and island environments and promotion of
marine resources; (v) forest protection and development; (vi) air pollution reduction in industrial
and urban areas; (vii) solid waste and toxic waste management; (viii) biodiversity conservation;
(ix) manage climate change to limit negative impacts, and ameliorate natural disasters; (x)
transform production and consumption to become more environmentally friendly; (xi) implement
“clean industrialization”, and; (xii) manage agro-chemical use and its effects on biodiversity.

 ii. Legal Framework

90. The Amended Law on Environment Protection (LEP) was approved in late 2005.21 The
amendments contain more specifics about what projects must be subject to an environmental
impact assessment (EIA), and clarifies procedures and timing for EIAs. While the revised LEP
requires polluters to clean up pollution and compensate those affected, it does not attempt to
attribute responsibility for past contamination.22 It introduces a license system for waste
producers, and regulates generators of “hazardous waste”. Implementing regulations are
expected to require that the public be given opportunities to comment on license applications
before issuance. Environmental protection authorities are required to report to their communities
the names of establishments causing pollution. Citizens can demand that businesses or
government agencies explain pollution incidents, any impact a business is having on the
environment, and the environment protection measures adopted by the business. Regional,
industry, and national reports on the state of the environment must be published. The revised
LEP requires government planning agencies to evaluate the use, benefit, and conservation
value of natural resources to improve strategic land-use planning.

91. Other environment-related legal instruments include the Law on Water Resources and
Land Law (1998), and the Forest Protection and Development Law (amended 2004). The
National Disaster Management Strategy (approved in 2005) provides a framework for mitigating
floods, droughts, and other natural disasters. The National Water Resources Strategy (approved
late 2005) provides a framework for water resource management, but the Law on Water
Resources needs to be amended to reflect recent public administration reforms.

92. Viet Nam is a signatory to most major multilateral environment agreements, including (i)
the World Heritage Convention (ratified October 1987); (ii) Convention on Wetlands of
International Importance (January 1989); (iii) Convention on International Trade in Endangered
Species of Flora and Fauna (CITES, January 1994); (iv) Convention on Biological Diversity
(November 1994); (v) Cartagena Protocol on Bio-safety (January 2004); (vi) UN Framework
Convention on Climate Change (UNFCCC, November 1994) and the Kyoto Protocol on the
Clean Development Mechanism (September 2002); and (vii) the UN Convention on Combating
Desertification (August 1998).

21  Law on Environment Protection, approved by the National Assembly (52/2005/QH11) on 29 November 2005.
22  This was seen as too difficult to address at this stage.
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 iii. Institutional Issues and Priorities

93. The Ministry of Natural Resources and Environment (MONRE) has central responsibility
for environmental issues, but aims to decentralize many environmental responsibilities from the
national to provincial and local levels. It also has responsibility for land-use planning and for
integrated water management. MONRE is responsible for issuing implementing regulations for
the EPL, and for issuing concrete plans and programs for environmental protection, including a
Government action plan that will follow the Politburo's resolution on environmental protection
considering the need for modernization and industrialization, action plans for environmental
pollution control, and action plans related to biological hazards, biodiversity, and substances
that persist in the environment. MONRE works with other ministries and localities to (i) formulate
and issue guidelines for implementing environment policies; (ii) attract capital to invest in
environmental protection; (iii) encourage the adoption of safer, environmentally friendly
technologies in industry; (iv) improve state environmental management at all levels; (v) raise
public awareness about environmental issues, and; (vi) attract more support from international
organizations for environmental protection. Clearer demarcation of the environment-related
roles and responsibilities and further institutional strengthening are needed at all levels to
achieve environmental objectives.

94. The Ministry of Agriculture and Rural Development (MARD) is responsible for managing
protected areas, forests and river basins. National coordination (and the management of some
important protected areas) is the responsibility of the Forest Protection Department.
Implementation and management of most protected areas is generally the responsibility of
provincial departments. Increased community participation in forest management is being
encouraged. Despite national commitment and funding agency support, Viet Nam is still facing
challenges in managing and developing the protected areas system because of weak
management and technical capacities, overlapping policy, low-level funding, and a lack of cross-
sector collaboration in supporting a sound protected areas system.

 d. ADB’s Development Experience

95. ADB addresses environmental concerns to varying degrees in most ADB-financed
projects. Many agriculture and rural livelihood initiatives have a very strong environmental and
disaster mitigation focus (e.g., the Forest for Livelihood Improvement in the Central Highlands,
the Central Region Water Resources Project, and the Central Region Small and Medium Towns
Development Project). The GMS initiative includes a strong focus on trans-boundary
environment issues, and aims to address the possible adverse environmental impacts of
increased cross-borders flows of vehicles, goods, and people.

96. Experience shows that a broad systems approach is needed in the environment sector
to identify constraints and the means to overcome them. Lessons related to project design
include: (i) policy, regulatory, and institutional shortcomings—particularly at provincial and lower
levels of government—need to be fully recognized and addressed in the design phase; (ii)
sustained TA support can help in ensuring that executing and implementing agencies
adequately address social and environmental concerns; (iii) links between core GMS
environmental initiatives and ADB support to national programs could be improved; (iv) there is
need for more systematic information sharing—within ADB and between Government and
funding agencies—to learn from experiences and best practices in addressing environmental
issues; (v) more attention needs to be given to public awareness and building community
support for improved environmental management; and (vi) the need assess and address
particular environmental concerns of women and ethnic minorities.
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 e. Activities of Other Development Partners

97. The International Support Group for Natural Resources and the Environment has been
established to help coordinate external support to the sectors. Its members include
representatives from the ministries of natural resources and environment, planning and
investment, finance, agriculture and rural development, industry, construction, fisheries,
education and training, transport, and science and technology; and the Viet Nam Association for
Conservation of Nature and Environment. Funding agency representatives comprise ADB,
Canada, Denmark, EC, IUCN, Netherlands, Sweden, Switzerland, UNDP, World Bank, and
WWF. IUCN, World Conservation Union, WWF, Oxfam and Birdlife International are the major
NGOs involved in the environment sector.

98. The Natural Disaster Mitigation Partnership (NDM-Partnership) is an association of
Government, funding agencies, and NGOs members who have signed or expressed their
commitment to work through the NDM-Partnership in line with a memorandum of agreement
(MOA) ratified (June 2001) by the consultant group of funding agencies to the Government of
Viet Nam. The Forest Sector Support Program and Partnership (FSSP&P) MOA was signed in
November 2001 between the Government of Viet Nam and international partners. The 22
current signatories to the MOA are committed to supporting implementation of the forest sector
development strategy to 2010. The Sector Partnership for Rural Water Supply and Sanitation
(RWSS-P) was established to create an enabling environment for nation-wide application of the
National Strategy through coordinated national and international support to the National RWSS
Program.

 f. ADB’s Strategic Approach

99. The key focus of ADB’s environmental strategy will be to ensure the mainstreaming of
ADB’s environmental guidelines and concerns in all its operations. ADB will incorporate sound
environmental management in all its operations. In particular, there is need to do the following:

(i) ensure that environmental issues are adequately addressed in concept papers, as
appropriate;

(ii) strengthen the capacity of MONRE to regulate environmental quality;
(iii) strengthen the capacity of other key ADB counterparts (e.g., Ministries of Transport

and Energy) to analyze, plan, implement, and monitor actions to better manager the
environmental impacts of infrastructure development;23

(iv) strengthen the environmental safeguard support capacity within ADB’s Viet Nam
Resident Mission;

(v) help develop systems for exchanging information with local environmental
stakeholders; and

(vi) improve coordination between the CSP and the GMS Core Environment Program.

100. Links between resource depletion and poverty reduction will be addressed through
water, and coastal resource management. ADB will continue its involvement in environment and
biodiversity through regional initiatives and through the natural resource focus of livelihood
improvement interventions. ADB will also attempt to mitigate emerging urban environmental
problems with proactive interventions to improve urban infrastructure and environmental
management, including support for secondary urban areas.

23  ADB has program TA support for approval in 2007 to address this need.
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 6. Private Sector Assessment

 a. Overview

101. A striking feature of Viet Nam’s rapid growth is the rise of the private sector, dominated
by small and medium-sized enterprises (SMEs). Private sector employment (wage and non-
wage) growth has underpinned Viet Nam’s recent success in reducing poverty. The SEDP
recognizes that “the private and individual economies have recorded good development,
especially in agriculture, forestry, fishery, industry and small-scale industry, trade, and services,
making an important contribution to socioeconomic achievements”.

102. Household and informal private business activity grew strongly throughout the 1990s. A
corporate private sector has begun to emerge recently, but most domestic private enterprises
are small and medium-sized household businesses. The process of dismantling institutional
barriers to domestic private sector development accelerated following the Asian financial crisis.
With the onset of the crisis in 1997, and rapid devaluation of the currencies of major regional
competitors, Viet Nam faced the prospect of an economic downturn, with sharp falls in FDI
inflows. In this environment, a consensus emerged on the need to accelerate efforts to remove
barriers to domestic private development. Anticorruption concerns provided further impetus for
reforms to streamline the regulatory environment for business.

103. Policy reforms since the late 1990s have reduced many barriers to private sector entry.
Public debate about the contribution of the private sector in reducing poverty and improving
living standards during the formulation of the Enterprise Law helped increase official and public
acceptance of the private sector. The process of starting and expanding private enterprises and
companies was greatly simplified with the enactment of the law from 2000. The total number of
enterprises newly registered under the law now stands at 165,000, with total registered capital
of D319 trillion. While, as in all market economies, some of these enterprises have subsequently
ceased operations, the trend in new registrations is impressive. While the share of the private
sector in overall GDP has only increased gradually, the share of the domestic private sector in
industrial output has increased substantially since 2000.

Figure A3.3: Growth in Registered Enterprises (1999 – 2005)

               Source: Ministry of Planning and Investment. 2005. Business Registration Data. Hanoi.
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 b. Key Issues and Development Challenges

 i. Overview

104. The World Bank conducted an investment climate survey (ICS) in Viet Nam in 2005.
Some 9,632 enterprises were surveyed using a questionnaire designed to allow international
benchmarking of key indicators. Key findings about the major constraints facing Vietnamese
business and comparisons with other firms in East Asia and the rest of the world are presented
in the following table. The survey suggests that sustained private sector development will
require actions across a number of areas including (i) development of market institutions,
including property rights enforcement mechanisms and finance, land, and information markets;
(ii) more effective investments in human resources, including vocational training; (iii)
investments in physical infrastructure to reduce business costs; (iv) removal of remaining policy
and regulatory impediments to private sector development; and (v) improved governance.

 ii. Business Enabling Environment and Private Investment

105. Despite substantive improvements in the business-enabling environment in recent years,
more needs to be done, especially in relation to consistent enforcement. The cost of frequent
Government inspection and other interference in business operation continues to constrain
business development. The administrative costs of establishing and operating businesses vary
between provinces, and the sector in which business are operating. Sustained medium-term
program of regulatory review and reform will be required to address remaining weaknesses.
These issues are analyzed in more detail in the private sector/SME assessment (section B.2.a).
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Figure A3.4: Industrial Output by Investor, 1995–2005

FDI = foreign direct investment
Source: Based on the Government’s General Statistics Office data.
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Table A3.5: Binding Constraints to Business Investment in Viet Nam and Elsewhere

Constraint East Asia Vietnam The World
Access to finance 17.4a 37.4 30.1a

Access to land   9.9a 26.4 14.5a

Labor skills and education 23.8 22.3 20.4b

Transportation 15.2a 21.6 12.4a

Cost of finance 20.2 21.3           36.1
Macroeconomic instability 34.1a 16.8 40.2a

Electricity 24.4a 15.7 24.4a

Policy uncertainty 32.5a 14.7 40.2a

Tax rates 28.2a 13.8 40.5a

Corruption 28.6a 12.8 36.8a

Customs and trade regulation 20.1a 12.5 21.6a

Anti-competitive behavior 21.6a 12.3 29.7a

Labor relations 17.4a 10.9 17.3a

Tax administration 22.4a  8.7 32.4a

Telecommunications 12.9a  6.5 10.3a

Legal system 27.3a  5.5 21.6a

Crime and theft 19.3a  4.0 25.7a

Licenses and permits 14.4a  1.4 15.9a

a statistically significantly different from Viet Nam at the 99% (90%) confidence level.
b statistically significantly different from Viet Nam at the 90% confidence level.
Figures are the % of firms which consider the constraint is either severe or major. East Asia comprises observations
from Cambodia, People’s Republic of China, Indonesia, Malaysia, Philippines, and Thailand.
Source: Viet Nam Development Report 2005, p. 43. Data from World Bank ICS database, using un-weighted
averages.

iii. Financing Private Sector/SMEs

106. Another key challenge is to develop the market institutions needed to facilitate cost-
effective access to finance. Efforts are needed to develop more effective systems for using land-
use rights and moveable assets as collateral. Property rights protection, contract enforcement
mechanisms, financial institutions and capital markets all need to be strengthened (see financial
sector assessment for details). Enforcement of existing regulations remains problematic. ADB
efforts to address these constraints are included in financial sector assessments.

iv. State-Owned Enterprise (SOE) Reform

107. Despite steady progress over nearly two decades in reducing preferential treatment to
SOEs, differences remain. Recent policy statements—and the recent approval of the Unified
Enterprise Law (UEL) which required all SOEs to be corporatized under the UEL by 2010—are
indicative of Government commitments to remove remaining preferential treatment to SOEs.
The number of SOEs will be reduced through the equitization and divesture of nonstrategic
SOEs. ADB will help the Government address these issues as discussed in section B.2.b.

v. Private–Public Partnerships in Infrastructure Development

108. Infrastructure demand is rapidly increasing along with increased economic growth. The
Government lacks the resources and capacity to meet rising demand. The development of a
more supportive enabling environment to attract private investment into commercially viable
infrastructure development is an obvious solution, and would also allow the Government to
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focus its efforts on the provision of essential services and infrastructure that cannot be provided
by the private sector. However, there has been limited progress in attracting private investment
in infrastructure development in Viet Nam. Equity and/or debt participation by multilateral
agencies such as ADB could provide comfort to commercial investors that are concerned about
the enforcement of tariff and other potentially sensitive issues related to commercial
infrastructure development.

c. Government’s Development Strategy

109. Resolutions of the 9th (March 2001) and 10th Party (April 2006) congresses reflect high-
level commitment to improving the enabling environment for private business. The 10th Party
Congress (April 2006)24 reaffirmed the increasing Party recognition and endorsement of the
important contributions of the private sector and economic integration in reducing poverty. The
decision by the 10th Congress to formally allow Party members to own private enterprises sent
an important positive signal to domestic private investors. The National Assembly passed a new
UEL and a Common Investment Law (CIL) in 2005, with the aim of further boosting private
investment by further reducing administrative barriers to business development and expansion,
and also to facilitate WTO membership. Foreign and domestic private enterprises are now
allowed to invest in all areas not specifically prohibited by law.

110. In reviewing implementation of the last SEDP, the Government recognizes that, despite
significant achievements, more needs to be done to promote private sector development. The
draft SEDP (2006–2010) emphasizes that: “The private sector is … an important sector that
contributes to economic growth, job generation, income increase for the people and for the
budget revenue, as well as to poverty reduction.” The share of the private sector (including FDI)
in total national investment is expected to increase from 47.7% in 2005 to 52.1% in 2010. The
SEDP notes that the 96% of private enterprises are still SMEs, and that SMEs will account for
the bulk of job creation during the next 5 years. The share of private remittances in external
financing is also expected to increase.

111. The SEDP (2006–2010) aims to (i) strictly eliminate all forms of discrimination and
remove remaining preferential treatment to SOEs; (ii) remove remaining barriers to business
entry and expansion; (iii) encourage the emergence of larger private companies, encourage
large private enterprises to become joint-stock companies; (iv) encourage the development of
private economic groups; (v) encourage the development of women-owned enterprises; (vi)
promote SME development; and (vii) encourage household enterprises to register under the
UEL by removing barriers to formality. The strategy also recognizes the need to develop human
resources, market institutions, the financial sector, and physical infrastructure to promote a
competitive market economy. The SEDP explicitly encourages private investment in education,
health, cultural activities, and notes the need to “issue policies to encourage and facilitate the
investment of private and foreign investors into public services”. A separate draft plan to
promote SMEs (2006–2010) is being developed with the participation of key stakeholders. The
SEDP aims to more clearly define the role of the state in economic management, and to transfer
SOEs ownership responsibilities away from ministries and people’s committees.

112. The Ministry of Planning and Investment (MPI) is the government agency with key
responsibilities for private sector development. Within MPI (i) the Central Institute for Economic

24  April 2006. Party Congresses are normally held every 5 years to make key leadership decisions and to agree on
key policy directions and targets for the following 5 years. The Party Congress also appoints the Politburo and
Central Committee.



Appendix 3 111

Management (CIEM) is responsible for policy research and advice and for drafting key policy
and legal documents governing private sector development; (ii) the Agency for SME
Development (ASMED) has specific responsibilities with respect to promoting SMEs, and
enterprise registration and business incentives; and (iii) the Department of Industrial Parks and
Export Processing Zones (EPZ) is responsible for policies relating to these areas. The Viet Nam
Chamber of Commerce and Industry (VCCI) is the umbrella group for all business associations
in Viet Nam.

d. ADB’s Development Experience

113. ADB’s experience in Viet Nam shows that progress in reducing poverty will depend
heavily on sustained progress with private sector development. Government ownership and
commitment is crucial to successful implementation of programs to improve the enabling
environment for business. Interventions aimed at improving the private sector enabling
environment need to directly address enforcement and implementation issues. ADB needs to
engage all key stakeholders to build support for private sector reforms. ADB can assist through
well-structured TA designs that are developed in consultation with businesses, and that include
help in identifying barriers to private sector development, and in assessing the costs of these
barriers in terms of slower employment and GDP growth. Project designs should include
measures for regular consultation between business associations and relevant State agencies.
Information dissemination strategies can help in building public awareness of private sector
development issues and constraints.

114. ADB has indirectly supported private sector development in Viet Nam in several ways,
including support to human development, institutional development, infrastructure development,
financial sector development, and improved governance. ADB has also provided financial
support for onlending through domestic banks. Project and policy loans have included
conditionalities aimed at improving the business-enabling environment and opportunities for
private investment. Regional cooperation initiatives have included a focus on promoting private
sector development. ADB’s private sector operations in Viet Nam have supported (i) power-
generating plants, (ii) a university, and (iii) a hospital. ADB also has participated in the Mekong
Enterprise Fund, and recently introduced the Trade Finance Facility Program (TFFP) to Viet
Nam.

e. Activities of Other Development Partners

115. Recognizing the critical importance of private sector development in reducing poverty,
most multilateral and bilateral partner agencies are supporting it, as are many NGOs. UNDP
has worked with the Government to help formulate and implement the EL and related reforms to
the system of business licensing and other regulatory reforms. GTZ, JICA, and USAID have
also been active in supporting efforts to improve the enabling environment fro private sector
development, including support to formulate new enterprise and investment legislation. The
World Bank, in partnership with other funding agencies, has supported pro-business policy
reforms and SOE restructuring under its Poverty Reduction and Support Credit (PRSC) facility.
ADB is an active member of the SME funding agency coordination working group, and works
closely with other funding agencies. ADB, in response to a Government request, has co-chaired
this working group since 2005.
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f. Asian Development Bank’s Strategy

116. ADB, like the SEDP, recognizes that the private sector will be the key driver of economic
growth and job creation. The overall CSP is geared to support Government efforts in this regard.
ADB will seek to integrate private sector considerations and maximize private capital in all
relevant operational activities. Opportunities will be sought to deepen private sector participation
in the supply of physical and social infrastructure. The aim will be to promote increased
employment growth and to free up scarce government capacity to focus on functions and
services that cannot be provided by the private sector. Details of strategic interventions are
presented in subsequent sections.

117. ADB’s private sector operations will support possible private sector participation in: (i)
power generation and transmission; (ii) transport, including urban mass-transit systems; and (iii)
ports. This may comprise both privately invested projects and public-private partnerships that
would combine synergies from both ADB’s public and private sector operations. ADB will
prioritize transactions that have at least one of the following features: (i) a strong demonstration
effect and pilot-testing of concepts, approach, and contractual arrangements for specific
subsectors and for private involvement in infrastructure; (ii) synergy with public sector
operations, including the development of PPPs; and (iii) catalyzing or “crowding in” commercial
cofinancing that otherwise would not be leveraged without ADB’s participation.

 7. Regional Cooperation and Integration (RCI)

 a. Overview

118. Intraregional trade and investments have played an important role in accelerating
economic growth. The SEDP recognizes the importance of regional cooperation and integration
in attaining MDGs and VDGs. Border districts/provinces are among the poorest areas in the
country, and their development is significantly influenced by Viet Nam’s neighbors. Viet Nam
has actively participated in other regional cooperation and integration initiatives, including: the
Association of Southeast Asian Nations (ASEAN); the ADB-supported Greater Mekong
Subregion Economic Cooperation Program (GMS program); the Ayeyawaddy-Chao Phraya-
Mekong Economic Cooperation Strategy; the Development Triangle Initiative; the ASEAN-
Japan West-East Economic Corridor Development; and the recently-forged bilateral program
with the PRC on Two Corridors—One Economic Belt development.

119. The GMS program (started in 1992) aims to promote economic and social development
in the six Mekong countries—Cambodia, PRC, Lao PDR, Myanmar, Thailand, and Viet Nam—
by strengthening economic links between and among them. The vision of the GMS program, as
enunciated by the GMS leaders, is a subregion that is prosperous, integrated, and harmonious.
The commitment of GMS governments to achieving MDGs by focusing subregional initiatives
more directly on the poor was reaffirmed at the second GMS summit. The GMS vision is being
pursued through the 3Cs strategy—enhanced connectivity, increased competitiveness, and a
greater sense of community. As a program of market-based integration,25 the GMS

25 Market integration relies on nonofficial institutions that provide public and quasi-public goods that reduce
transaction costs associated with the international movement of goods, services, and other production factors, as
opposed to institutional integration, which is characterized by legal agreements and institutional arrangements that
promote preferential trade among members of the agreement. ADB. 2005. The Mekong Region: Economic and
Social Impact of Projects. Manila.
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concentrates on providing the physical infrastructure and software that have public goods
characteristics, and the mitigation of shared concerns or regional public “bads”, such as
communicable diseases and trans-boundary environmental issues.

120. Priority GMS projects and activities are either being implemented or prepared for
implementation, with support from ADB and other development partners, in the nine sectors of
cooperation, namely, transport, energy, telecommunications, environment, human resource
development, trade, investment, and tourism. As of the end of 2005, a total of 26 ADB-assisted
GMS loan projects have been approved, with a combined value of $6.54 billion, of which a total
of $1.82 billion was provided by ADB. During the same period, the total number of ADB-assisted
GMS TA projects stood at 119 amounting to $143 million, with $67.2 million financed from ADB
resources, $14.5 million from GMS Governments, and $61.5 million from co-financiers.

 b. Key Issues and Development Challenges

121. During the Second GMS Summit of Leaders held in Kunming, PRC (in July 2005), Viet
Nam’s Prime Minister noted that GMS countries should jointly work out development solutions
for reducing poverty, and improving the people’s material and cultural life. Regional cooperation
and integration (RCI) has been included in the CSP to promote economic growth and reduce
poverty. ADB’s primary means to promote RCI in Viet Nam is provided through both GMS
lending and regional technical assistance (RETA) operations. This support has complemented
efforts to address Viet Nam’s national priorities. Although the hardware and software initiatives
under the GMS program are mainly directed at promoting trade and investment, nothing in their
design or application confines their impacts to the GMS. The GMS program has helped its
members become more effective members of ASEAN, and active participants in the PRC-
ASEAN Free Trade Area. Measures to facilitate cross-border trade and investment under the
GMS complement many of the liberalization measures pursued as part of the ASEAN Free
Trade Area and the PRC-ASEAN Free Trade Area.

122. Increased connectivity through the development of subregional transport infrastructure
has accelerated market-driven economic integration, including the rapid growth of trade and
investment, and has enhanced access to basic social services, especially for the poor in the
border areas. Greater connectivity is particularly significant for the GMS, given its strategic
location at the cross-roads of South and Southeast Asia.

123. Improved competitiveness arising from increased connectivity, simplification of rules and
processes for the cross-border movement of goods and people, development of trade logistics
systems, establishment of a regional power market to rationalize energy supply, and the
harnessing of ICT links are providing the foundations for sustainable and accelerated economic
growth in the GMS.

124. Over a decade of close cooperation and economic progress has engendered a greater
sense of community among GMS countries. It has given them the impetus to mutually recognize
and jointly address shared environmental and social concerns as well as negative externalities
associated with increased integration, such as the spread of communicable diseases, and
trafficking of women and children, and illegal drugs. These problems can only be addressed
effectively through a regional approach.
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 c. ADB Experience: RCI in Viet Nam

125. Viet Nam has participated in 5 (of the 26) GMS loan projects with a combined amount of
$572 million ($154 million of ADB financing). Viet Nam was involved in all four multi-country
ADB loans for the GMS: the Ho Chi Minh City-Phnom Penh Highway Improvement Project (with
Cambodia), the East-West Transport Corridor Project (with Lao PDR), the GMS Tourism
Development Project (with Cambodia and Lao PDR), and the GMS Communicable Disease
Control Project in the Border Areas (with Cambodia and Lao PDR).

126. Viet Nam has been involved in 98 (out of a total of 119) regional TA projects, for which
ADB has provided some $56 million, including such initiatives as (i) the formulation, negotiation,
and finalization of agreement for the facilitation of the cross-border movement of goods and
people; (ii) the formulation of a Strategic Framework for Action on Trade Facilitation and
Investment; (iii) support for the GMS Business Forum; (iv) study on a Regional Indicative Master
Plan on Power Interconnection in the GMS; (v) formulation of an Inter-Governmental Agreement
on Regional Power Trade and Regional Power Trade Operating Agreement; (vi) prevention of
HIV/AIDS among Mobile Populations; (vii) study on Drug Eradication in the GMS; (viii) capacity
building program for GMS officials under the Phnom Penh Plan for Development Management;
(ix) formulation of, and agreement on, a Strategic Environment Framework and Core
Environment Program; (x) prevention of trafficking of women and children and Promoting Safe
Migration in the GMS; (xi) promotion of agriculture sector cooperation; and (xii) Poverty
Reduction and Environmental Management in Remote Watersheds.26

127. The ADB-assisted Phnom Penh-Ho Chi Minh City Highway was formally completed in
November 1995, with two new border checkpoints constructed at Bavet and Moc Bai. Single-
stop, single-window inspection procedures—as required in the GMS Cross-Border Transport
Agreement—are expected to commence at these checkpoints starting in September 2006. The
ADB-assisted East-West Transport Corridor Project covering Savannakhet province in Lao PDR
and Quang Tri province in Viet Nam will be completed in 2006. Together with the completion of
the Hai Van Tunnel, the upgrading of Da Nang port, and the expected completion of the Second
Mekong International Bridge between Mukdahan and Savannakhet in early 2007, this would
complete the Thai-Lao-Viet Nam section of the East-West Economic Corridor. Single-stop,
single-window operations at the border crossing of Dansavanh-Lao Bao commenced in June
2005, leading to closer cooperation between border agencies of the two countries, sharing of
advanced information to allow faster clearance for low-risk cargoes, and improved processing
times of people, vehicles, and cargo. A new GMS transport sector strategy study was endorsed
by high-level GMS transport officials in Beijing in June 2006, and GMS tourism sector
development strategy is being finalized.

128. During 1992–2004, Viet Nam’s exports to other GMS countries grew by an average
26%/year, and the GMS share of total exports expanded from 6.5% to 8.8%. Cross-border
exports to Guangxi Zhuang Autonomous Region of the PRC rose dramatically from $116 million
in 2001 to $298 million in 2004, and cross-border tourism increased by 34% in 2004.

 d. ADB Strategy: GMS and the CSP

129. Greater synergy between the SEDP and GMS program is an operational thrust of the
CSP. The GMS program’s 3Cs strategic priorities are expected to continue serving as the
framework for RCI activities in Viet Nam. RCI (especially the GMS program) is expected to

26  ADB also provided assistance for avian flu control in ASEAN countries.
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contribute to the achievement of the other key strategic objectives, notably economic growth,
socially inclusive development, and environment. Viet Nam has an important role to play in the
3Cs strategy, being strategically located in the GMS, with large coastal areas, deepwater ports,
and road links. Apart from Thailand, Viet Nam is the only GMS member that is part of all three
main GMS economic corridors. Viet Nam is a major proponent of the transformation of the GMS
transport corridors into full-fledged economic corridors, including the early implementation of
trade and transport facilitation measures, to improve GMS competitiveness. The SEDP focus on
the socioeconomic development of provinces/districts with high concentration of poor people
corresponds to the areas in Viet Nam covered by GMS economic corridors.

130. The completion of transport corridors remains a GMS program operational priority. A
new GMS transport sector strategy study has been finalized and is expected to be endorsed by
GMS transport ministers in 2006. It is expected to (i) exploit synergies in the GMS transport
system, (ii) move towards an open market for transport services in the subregion, (iii) facilitate
economic efficiency to reduce transport costs, (iv) complete the GMS network and improve links
with South Asia, and (v) encourage multi-modalism.

131. With the completion of road sections of key GMS economic corridors, the CSP will place
its geographic focus on corridor-influence provinces and areas in Viet Nam in order to maximize
the economic benefits from increased connectivity. This is expected to stimulate economic
activities and encourage private sector investment in the corridor-influence areas. Integrated
development of border areas could be jointly pursued by Viet Nam and its neighboring GMS
countries. Some of the urban areas are also the growth centers in GMS economic corridors,
hence they need to be developed in tandem with GMS initiatives. The Government has
identified Thanh Hoa as a candidate city for a comprehensive socioeconomic development,
which will also link markets in Hanoi, northern Lao PDR, and northern Thailand.

132. Viet Nam is expected to participate actively in future plans for GMS power trade and
interconnection arrangements with investments in power generation and transmission and
active participation in the Regional Power Trade Coordinating Committee. Viet Nam is already
exploring bilateral power trading arrangements with the PRC, Lao PDR, and Cambodia to help
meet its projected electricity requirements.

133. Emerging diseases such as SARS, avian flu and HIV/AIDS, along with endemic
diseases as measles, malaria and tuberculosis have led to greater priority being given to
communicable diseases control (CDC) for GMS collaboration in health. This complements the
CSP’s focus on CDC, and could build on a regional project on CDC in border areas approved by
ADB in 2005 for Cambodia, Lao PDR, and Viet Nam.

134. The GMS Phnom Penh Plan for Development Management (PPP) will continue to
support the training of middle and senior government officials in development policy, planning,
and management. PPP courses will focus on managing network infrastructure, managing state
reforms, project feasibility and design, trade policy development and education management.

135. The CSP will link with the ongoing GMS Core Environment Program (CEP),27 which
aims to ensure environmentally sound and sustainable economic growth in all GMS members.
The CEP will (i) assess the environmental sustainability or priority development strategies and
investment plans for the GMS economic sectors and corridors, (ii) implement biodiversity
corridor activities in at least five pilot sites, and (iii) institutionalize environmental performance

27 To be implemented through the newly established GMS Environment Operations Centre in Bangkok
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assessment procedures and systems in GMS countries. The CEP will complement CSP in
ensuring overall environmental sustainability of Viet Nam’s development efforts.

136. The implementation of measures to facilitate the cross-border movement of goods and
people in the GMS, including single-window and single-stop inspection will contribute to national
efforts to promote good governance and efficient public administration. Joint controls and
inspections by adjacent countries’ authorities can help reduce opportunities for corruption.

 e. ADB’s GMS Strategy

137. The regional cooperation strategy and program (RCSP) for the GMS (2004–2008) and
its update (RCSPU) (2006–2008)28 articulate ADB’s commitment to pursuing the GMS
program’s 3Cs strategic priorities. The RCSPU reflects ADB’s response to the directive of the
Second GMS Summit for ADB to play an even larger role in the GMS, with higher levels of
resource and knowledge transfer, loans and TAs including (i) key infrastructure projects along
the north-south and southern economic corridors; (ii) assistance in implementation of the
transport and trade facilitation measures; and (iii) support for the implementation of the Core
Environment Program, including the Biodiversity Corridors Conservation Initiative. An RCSPU
(2007-2009) will be prepared for Board consideration in 2006.

Table A3.6: Regional Cooperation and Integration Road Map

Indicators
Item 5 Years Ago Current In 5 Years In 10 Years In 15 Years
A. Key RCI Outcomes
Increase in cross-border trade
between Viet Nam and GMS
countries ($ million. Source: IMF
Direction of Trade Statistics]

1,316 (1999) 3,156 (2004) 7,853 19,541 48,624

Decrease in average border
crossing clearance time at key
checkpoints in Viet Nam (minutes)

>240 >90 <30 <30 <30

Mitigate negative impacts of Viet
Nam sections of GMS economic
corridors (increase in preserved
natural land area to maintain
biological diversity, %)

7.5% (2001-2005) 11.2%
(2006-2010)

n.a. n.a.

B. Key RCI Outputs
Increase in the ratio of GMS
loan/total loan (% based on
amount) per year

3-4 (2002-2005)  10

GMS transport/ economic corridors
involving Viet Nam (number)

2 2 3 >3 >3

C. Key Issues and Constraints • Lack of access to markets caused by barriers to the cross-border
movement of goods and people

• Limited opportunities for cross-border trade, investment, and production/
supply chains

• Need to enhance competitiveness of GMS countries, individually and as a
subregion

• Susceptibility to spread of communicable diseases
• Limited capacity for conservation, sustainable management of shared

resources and social issues
• Weak public administration and institutional capacity for promoting regional

economic cooperation

28  Approved by the ADB’s Board in March 2004 and August 2005, respectively.
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D. Actions, Milestones, and
Investments By Issue By Agency

Schedule ADB
Others/
External Gov’t

Ongoing Projects
East-West Transport Corridor
Project

Lack of access to markets, and
limited opportunities for cross-
border trade, investment, and
production/supply chains

1999–2006 Japan

GMS Mekong Tourism
Development

Need to enhance
competitiveness of GMS
countries, individually and as a
subregion

2002–2008

Communicable Diseases Control
Project

Susceptibility to spread of
communicable diseases

2005–2009

GMS Core Environment Program
(regional TA)

Limited capacity for
conservation, sustainable
management of shared
resources and social issues

2005–2008 Sweden,
Nether-
lands,
USAID,
GEF,
IUCN

Phnom Penh Plan for Development
Management (regional TA)

Weak public administration and
institutional capacity for
promoting regional economic
cooperation

2002–2008 France,
New
Zealand,
PRC

Implement Cross-Border Transport
Agreement and the Strategic
Framework for Action on Trade
Facilitation & Investment (regional
TAs)

Improve access to markets, and
increase opportunities for cross-
border trade, investment, and
production/ supply chains

2002–2007 PRC

Proposed Projects
GMS Southern Coastal Corridor  Improve access to markets, and

increase opportunities for cross-
border trade, investment, and
production/ supply chains

2007–2011

GMS Kunming-Haiphong Transport
Corridor: Noi Bai-Lao Cai Highway

Improve access to markets, and
increase opportunities for cross-
border trade, investment, and
production/ supply chains

2007–2011 TBD

Second Northern GMS Transport
Network Improvement

Improve access to markets, and
increase opportunities for cross-
border trade, investment, and
production/ supply chains

2009–2013 TBD

PRC-Viet Nam Power
Interconnection

Enhance competitiveness of
each GMS country and the
subregion

2008–2012 TBD

Lao-Viet Nam Power
Interconnection

Enhance competitiveness of
each GMS country and the
subregion

2009–2013 TBD

ADB = Asian Development Bank, GEF = Global Environment Facility, GMS = Greater Mekong Subregion, IUCN =
International Union for Conservation of Nature, n.a. = not available, PRC = People’s Republic of China, RCI = regional
cooperation and integration, TA = technical assistance, USAID = United States Agency for International Development.
Source: International Monetary Fund. 2005. Regional Cooperation Strategy and Program Update for the GMS 2005.
Washington, DC.
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B. Business-Led, Pro-Poor, Economic Growth

 1. Economic Growth: Infrastructure Development

 a. Transport

 i. Introduction

138. An efficient transport system is a prerequisite to developing a competitive market
economy. Since resuming operations in 1993, major funding agencies have focused their
attention on rehabilitating transport infrastructure. The net result of funding agency support has
been impressive. The paved road network increased from 13,000 km in 1997 to 42,200 km in
2004. Roads carried 1.0 billion passengers covering 31.7 billion passenger km, and over 80% of
total passenger traffic movements, and are the major conduit for goods movement, especially
over short distances. Other transport modes include inland waterways, rail, coastal shipping and
aviation. Except for a loan to improve Saigon Port, all ADB transport sector projects have
supported the rehabilitation of the national and provincial road networks. Investments in large
infrastructure have played a major role in attracting the private investment and employment
which has underpinned Viet Nam’s remarkable success in reducing poverty.

 ii. Sector Issues and Development Challenges

139. Previously, projects prioritization was reasonably straightforward as needs were readily
apparent. While investment demands are still considerable, past growth has spawned a number
of complex issues. These challenges have been identified in several studies and the SEDP:
they generally fall into three categories: (i) improve resource utilization, investment/physical
planning and operational efficiency (transport management); (ii) new and innovative solutions to
financing and sustainability of transport infrastructure need to be explored and exploited
(Transport Financing); and (iii) urban transport has become an important issue considering rapid
urbanization and accompanying congestion and environmental and social effects (urbanization)

140. Transport Management. Viet Nam has relatively inefficient and expensive transport.
Thus, improving transport infrastructure is crucial to developing a competitive economy. In order
to be competitive infrastructure must be brought up to modern standards. As an active
participant in GMS and ASEAN trade initiatives, Viet Nam needs to enact and enforce laws,
regulations and policies that encourage transportation to and through Viet Nam in conformity
with international practices. This will require institutional modernization and development,
including human resource development. Modernization and efficiency requires decentralization
of functions within the state and an appropriate allocation of responsibilities and risks between
the state and business. Reform of state-owned transport enterprises is needed to promote
competition, reduce costs, improve quality, and increase re-investment of capital resources.
There are numerous initiatives aimed at helping with the modernization process.

141. Preparation of loan and TA projects are sometimes delayed because of differences
between funding agencies and government approval processes. This delays implementation
and the realization of project benefits. Funding agencies and government approval processes
need to be further streamlined, and procedures relating to procurement and implementation
compatibility need to be harmonized in order to reduce delays. Despite delays, projects have
generally been completed expeditiously and with reasonable quality. There has been some
confusion about agreed implementation arrangements, about the responsibilities and duties of
the borrower and its project management units (PMUs) and the supervision consultant, with the
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PMU assuming all functions. This confusion has sometimes undermined the checks and
balances needed to ensure proper administration and project implementation.29 Measures to
address this confusion must be carefully considered.

142. ADB and its development partners have expended considerable effort and resources
toward strengthening institutions at the national and local level both in terms of human resource
development and needed equipment and accompanying software. While it is believed that some
progress has been made in human resource development, more needs to be done to ensure
sustainable improvements in institution building.

143. Transport Financing. Economic growth increases demand for infrastructure. Funds
from the state budget are not adequate, even when supplemented with ODA. Thus, the
Government tends to encourage domestic contractors to submit unusually low bid prices to win
contracts, resulting in financial difficulties for contractors and their financiers. This is not a
healthy practice either fiscally or institutionally. A potentially large pool of private sector money
is available for investment in infrastructure, but this is rarely accessed because of regulatory
weaknesses. While both domestic and foreign private funds are potentially available,
international financiers are wary of becoming involved because of the risks. Given that
concessionary ODA is limited, and demand is great, there will be need to borrow long-term
commercial funds (including OCR) for large infrastructure, especially for revenue-generating
projects such as ports, railways and expressways. There is also need for more transparent and
competitive procedures for private sector participation in public infrastructure projects.

144. It is estimated that the road maintenance budget covers 30–40% of needs. To cover the
difference for the most important maintenance items, the Viet Nam Road Administration’s (VRA)
road maintenance entities borrow commercially and repay these loans as they can with
occasional government allocations. This is not sustainable. The revenue-generating transport
subsectors such as rail, aviation, and inland waterways face similar, though less severe,
maintenance funding problems.

145. There is considerable concern within the funding agency community that, while
infrastructure is being rehabilitated or newly constructed, adequate maintenance for current and
future needs is not being provided. While many funding agencies have helped VRA develop the
skills to prepare maintenance expenditure plans, funding for the development of these plans
and accompanying databases has not materialized. As a result, the skills base at VRA is in
danger of becoming diluted. Discussion on the need for a road fund has been ongoing since the
early 1990s, but has never materialized. These issues need more urgent attention.

146. Urbanization. With economic development, Viet Nam is becoming an increasingly urban
society, and demands for urban services are increasing rapidly. Urban transport modal
diversification is needed to help minimize congestion associated with this rapid growth. This
diversification must include means of mass transport. Meeting the demands for urban transport
will require large investments in new roads and public transport, such as mass rail transport.
Mobilizing funding sources for these necessary projects will be a challenge.

29  The need for the Government and ADB to address this concern is all the more urgent because of recent corruption
allegations against PMU 18 under the Ministry of Transport.
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 iii. Government's Development Strategy

147. The Government’s sector strategy are spelled out in the Strategy on Development of Viet
Nam’s Transport Till 2020,30 which drew from the 2000 Study on the National Transport
Development Strategy, prepared with JICA. This strategy is divided into three parts. The first—
Viewpoint and objectives of Viet Nam’s transport development till 2020—is a general treatise of
transport’s importance to socioeconomic development, defense and security considerations,
and national industrialization and modernization. It stresses the importance of maintenance,
cost-efficiency, safety, and environmental impacts. All transport components from infrastructure,
the transport industry and services need to interact seamlessly as well as satisfy interregional
and international requirements.

148. Section 2—The Strategy on Development of Viet Nam’s Transport till 2020—elaborates
the first section and clearly recognizes that needed infrastructure is costly and the available
state budget, including ODA, is inadequate; and that private or public/private financing will
therefore be needed. However, it does not specify the need for direct foreign investment. Road
maintenance is recognized as a major concern.

149. The third section—Major Solutions and Policies—presents a long list of proposals for
funding, including developing a road fund, and developing policies for land clearance
compensation. This section recognized the need for a healthy and competitive transport
environment, while maintaining a macro oversight role not only for freight rates but also for
ensuring good transport infrastructure and services. The needs of transport users are also
recognized as an important input to the development of efficient transport.

150. In line with the SEDP, the transport sector reform program aims to improve efficiency
and create an institutional and financial framework conducive to accelerate infrastructure
development. The Ministry of Transport (MOT) is being restructured to differentiate between
regulation and infrastructure development/operations. Four modal administrations have been
created including VRA, Viet Nam Railways, Viet Nam Inland Waterways Administration, and
Viet Nam Maritime Bureau with broad subsector responsibilities. In the road subsector, the aim
is to (i) strengthen VRA by issuing new decrees and regulations, (ii) increase maintenance
funding, and introduce modern road maintenance management systems, (iii) strengthen
planning capacity and build a modern road asset database, and (iv) improve road safety. These
actions are urgently needed as MOT and VRA have planned substantial investments for the
next 10 years costing about $11,500 million equivalent.

 iv. Asian Development Bank's Development Experience

151. ADB’s interventions in the transport sector have been primarily in the road subsector.
Three loans addressed the rehabilitation of National Highway (NH) 1. The first of a series of
loans for provincial and district roads is being implemented, and a second loan for the Central
Region was approved in 2005. Loans for two GMS road corridors are being implemented; a loan
for a third is being prepared. One loan addressed capacity constraints at Saigon Port; another is
to be processed to address improvements to the Hanoi–Lao Cai railway in the Kunming–
Haiphong (GMS) corridor. Loans for the transport sector processed to date amount to $565
million. ADB’s technical assistance and policy dialogue with the Government have also focused
on the road and rail subsectors and has addressed institutional capacity and transport
development at the national level.

30  Approved by the Prime Minister on 10 December 2004.
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152. ADB’s comparative advantages in the sector include (i) a track record as a major sector
funding agency since the early 1990s; (ii) bringing a GMS subregional dimension to sector
development; (iii) recognition by both the government and other funding agencies that ADB is a
major partner; and (iv) a capacity to provide ADF and OCR loans sufficient to fund major
projects and policy reforms.

 v. Activities of Other Development Partners

153. The largest development partners in the transport sector are the Government, ADB,
World Bank, JBIC, and DFID. Their efforts have been largely well coordinated. With the
resumption of activities in the early 1990s, highest priority was given to the improvement of
NH1: the 2,300 km spine of the highway network stretching from Lang Son near the border with
the PRC in the north to Nam Can near the southern tip of the country. By mutual agreement
funding for the improvement was divided between ADB and World Bank for the road
rehabilitation/reconstruction while JBIC funded large bridge repair and replacement. This was
considered an excellent example of funding agency cooperation. ADB has funded GMS link
highways and now has turned attention to the provincial network, railways and expressways,
while World Bank and DFID have generally focused on local roads. JBIC has also funded
national highway and provincial and local road improvement projects as well as important
bridges. The World Bank is also involved in inland waterway projects especially in the Mekong
Delta area while JBIC has also been involved in port and airport projects. Technical assistance
and small projects involving the transport sector have generally been provided by bilateral
sources.

 vi. Asian Development Bank's Strategy

154. The ADB’s strategy will support the government's investment program to improve
transport infrastructure and reduce transport costs. The proposed investment program has three
thrusts which are in line with the SEDP:

(i) The first addresses the social equity aspects of Viet Nam’s transport needs
through use of ADF funds to support the development of provincial and district
roads. This thrust supports the SEDP objective of a regionally integrated
infrastructure system and is also consistent with the agreement with MOT and
other funding agencies that ADB’s investments in transport would include support
to the provincial road networks.

(ii) The second thrust will support investment projects to address critical transport
needs that are constraints to economic growth in the main development centers.
This thrust will help develop infrastructure to attract business investment and
development in an environmentally sound manner. Projects could include
investments in expressway and railway facilities to facilitate the safe and efficient
movement of goods and people around, through, and between national centers
of economic activity. Urban transport bottlenecks will also be addressed. As the
above projects are expected to generate sufficient revenues, funding could be a
blend of ADF and OCR instruments, straight OCR loans, or private sector
financing. Private sector participation will be encouraged to help overcome
budgetary constraints.

(iii) The third thrust complements the first two by bringing subregional dimensions to
the development of the transport network in terms of connectivity, including
multimodal transport modes and competitiveness.
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155. ADB initiated external support to strengthen VRA. Subsequently, the other funding
agencies (World Bank, JICA, JBIC Finnish Aid, Sida, and DFID), also recognizing VRA’s
potential importance to developing and maintaining the highway network, have provided
assistance mostly oriented toward management development, road maintenance, and road
safety planning and program implementation. ADB will continue its dialogue with, and
assistance to, VRA in coordination with involved funding agencies. In particular, the policy
dialogue will take cognizance of ongoing programs and initiatives under World Bank and DFID
supported programs for road maintenance and capacity development. This program involves
initiatives included in recently approved ADB and World Bank projects to jointly, with DFID,
implement programs for capacity development for management of road subsector assets at the
provincial levels. Funding agencies are also coordinating initiatives to address weaknesses of
the PMU system through reform of the structure of MOT and VRA. Specific policy initiatives to
be undertaken under the ADB program will be identified and designed once the outcomes of
ongoing programs can be measured. All ADB financed projects and TA initiatives will address
environment, social and road safety aspects in project design.

156. ADB will continue to support private sector investment and public-private partnerships in
transportation infrastructure to help reduce the financing gap. Through its private sector
operations, ADB will consider supporting development of transportation systems—including
urban mass-transit systems—commercial sea ports, cargo-handling facilities, and similar
projects. By providing financing and risk mitigation for complex projects, PSOD can play an
instrumental role in such demonstrational projects, which in turn can leverage additional foreign
direct investment in sectors where public sector investment alone can not sustain the level of
growth required.

 vii. Implementation and Monitoring

157. The Government normally implements specific projects with assistance from and
monitored by the funding agencies. The SEDP has been, and will continue to be, coordinated
mainly through periodic government-sponsored transport partnership meetings, which are
important both to keep track of plan implementation progress and to present the plans of the
funding agencies. ADB will remain an active member of this group. ADB will also continue its
support for the establishment of a new unified database ensure that the funding agencies and
the Government do not have overlapping initiatives, especially in technical assistance.

158. Monitoring is done through a set of tables that show targets and achievements over the
socioeconomic plan period and detailed tables showing each project in the plan, its status,
project period, estimated cost and source of funds, and disbursements. A similar table is also
prepared for projects totally funded from MOT sources. The 10th transport partnership meeting
(July 2005) identified the following issues: (i) how to improve monitoring of transport objectives
in the next 5 years, (ii) how to better coordinate with other agencies’ plans, (iii) how to better
address prioritization given budget constraints, and (iv) how funding agencies can better align
their support to MOT’s strategy.
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159. The transport sector road map is presented below.

Table A3.7: Viet Nam Transport Sector Road Map

IndicatorsItem

5 years ago Current In 5 years In 10 years In 15 years

A. Sector Outcomes

Highway Traffic (ave. annual growth, %) 7.3 9.5 10 9 8

Reduction in Transport Cost Not
applicable

100 90 85 85

Reduction in Traffic Fatalities:
(fatalities per 10,000 vehicles)

12 12 8 7 5

Rail Freight Traffic (million tons) 6.3 9.0 14 20 30

B. Sector Outputs

National Highways Percent Paved 51 83 95 100 100

Provincial Roads Percent Paved 26 54 60 65 70

Length of Expressways (km) 0 0 0 500 1,500

Road Maintenance Funds (% of need) 30 40 60 85 100

C. Sector Issues and
Constraints

1. Improve resource utilization, investment/physical planning & operational efficiency
• Improving transport planning and administration requires institutional modernization and

development, including human resource development
•  Increasing traffic accidents cause significant economic and social losses.
• Sector institutions need reform to provide a legal and regulatory framework conducive to

competition and private sector involvement.
2. Financing and sustainability of transport infrastructure

• Improved infrastructure is likely to deteriorate due to insufficient planning and funds for
road maintenance

• Large funding requirements for infrastructure are constrained by an inadequate regulatory
system for private sector involvement

3. Urbanization
• Overcoming increasing urban transport bottlenecks requires innovative financing.

D. Actions, Milestones and Investments By Agency
Strategy/Policy issues Schedule/

Approval
ADB Others/

External
Gov't

1. Ongoing Projects
Provincial Roads
Improvement

Social Equity/Transport Management – improve
provincial roads. Road Maintenance.

2001–2007

Central Region
Transport Networks

Social Equity/Transport Management – improve
provincial roads. Road maintenance, road
management, and road safety at provincial
level.

2005–2010

Expressway Network
Development Plan

Economic Growth/Transport Financing -
development of VEC, help meet SEDP and
CPRGS goals, provide new financing options
for revenue generating projects.

2005–2006

Rural Transport 2 Improve rural roads. Road management. 2001–2006  World
Bank/DFID

Road Network
Improvement

Improve national and provincial roads. Road
maintenance, road management.

2000–2009  World
Bank

Urban Transport
Improvement

Urban transport 2005–2010  World
Bank

Road Safety Road safety 2005–2010  World
Bank

Rural Transport 3 Improvement to rural roads. Road
management.

2006–2011  World
Bank
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Transport Sector Loan Improve provincial roads/bridges. Bridge
maintenance.

2004–2010  JBIC

2. Proposed Projects
Upgrading of Hanoi –
Lao Cai Railway

Economic Growth/Subregional/Transport
Management - trade development, promote
multimodal transport efficiency, improve
transport safety, reform railway structure and
involve the private sector.

L: 2006

GMS: Southern
Coastal Corridor

Economic Growth/Subregional/Transport
Management - GMS links and trade/tourism
development, transport efficiency, SEDP and
CPRGS goals.

L: 2007

Rural Provincial
Transport
Development in
Central Region

Social Equity/Transport Management - SEDP
and CPRGS goals, development of provincial
PDOTs, road network development, provincial
road safety.

TA: 2007
L: 2008–
2009

GMS: Kunming –
Haiphong Expressway

Economic Growth/Subregional/Transport
Financing - GMS links and trade/tourism
development, develop VEC, help meet SEDP
and CPRGS goals, provide new financing
options for revenue generating projects.

L: 2007

Urban Transport
Sector Development

Economic Growth/Urbanization - help meet
SEDP goals regarding urban transport
efficiency, investment priorities, institutional
development, financing options, pricing policies.

TA: 2007

PPP Expressway Economic Growth/Transport Financing. Project
preparation, transport efficiency, public private
participation, financing options.

TA: 2007,
L: 2009

Capacity Development
in the Transport Sector

Transport Management - help meet SEDP
goals, institutional development including
sustainable databases, physical and budget
planning and implementation arrangements.

TA: 2008

Ho Chi Minh City
 2nd Ring Road

Economic Growth/Urbanization - help meet
SEDP goals, institutional development,
financing alternatives, urban transport
efficiency, help address environmental and
social issues, help plan urban spatial
development patterns, address urban transport
pricing policies.

TA: 2007,
L: 2008

Ho Chi Minh City
Metro Rail

Economic Growth/Urbanization - help meet
SEDP goals, urban transport and spatial
development planning, financing options, help
address urban environment and social issues,
user pricing issues.

TA: 2006,
L: 2007

Hanoi Metro Economic Growth/Urbanization - help meet
SEDP goals, urban transport and spatial
development planning, financing options, help
address urban environment and social issues,
user pricing issues.

TA: 2006,
L: 2006

Railway Rehabilitation Economic Growth/Urbanization - help meet
SEDP goals, address means to help improve
rail transport efficiency and investment
priorities, institutional development, financing
options, pricing policies.

TA: 2008,
L: 2010

Hanoi Ring Road Urbanization - help meet SEDP goals, address
urban spatial development issues, project
identification and preparation, financing options,
help address urban transport efficiency as well
as environment and social issues.

TA: 2009,
L: 2011
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GMS: Second Northern
GMS Transport
Networks

Economic Growth/Subregional/Transport
Management - GMS links and trade/tourism
development, transport efficiency, SEDP and
CPRGS goals.

TA: 2007–
2008,
L: 2010

Second PPP
Expressway

Economic Growth/Transport Financing. Project
preparation, transport efficiency, public private
participation, financing options.

TA: 2009,
L: 2011

Ho Chi Minh City
Outer Ring Road

Economic Growth/Urbanization - help meet
SEDP goals, institutional development,
financing alternatives, urban transport
efficiency, help address environmental and
social issues, help plan urban spatial
development patterns, address urban transport
pricing policies.

TA: 2010

CPRGS = Comprehensive Poverty Reduction and Growth Strategy, DFID = Department of International Development of
the United Kingdom, GMS = Greater Mekong Subregion, PPP = public-private partnership, SEDP = Socio-Economic
Development Plan (2005–2010), VEC =  Viet Nam Expressway Corporation.
Source: Ministry of Transport.

 b. Energy

 i. Introduction

160. Viet Nam has recorded an average economic growth of 7.5% over the last decade,
which has been accompanied by rapid industrialization and urbanization. The draft 6th power
development master plan (PDMP)31 assumes a GDP growth rate of 7.5% per annum from 2006
to 2020 in the base-case scenario. This shows a corresponding electricity demand growth rate
of 16.0% per annum over 2006–2010. This growth slows down to 11.0% per annum over the
following 5 years (2011–2015) and then settles down to a 9.0% per annum for the remainder of
the study period. The electricity demand growth over the period is remarkable by international
standards, especially over the period 2006–2015 when double digit growth is expected—the
growth over 2006 to 2010 alone represents more than a doubling of the installed plant
generating capacity of Electricity of Viet Nam (EVN). Such high growth rates reflect the
projected high level of economic activity in the country and the plant capacity additions required
till 2020 is shown in Table A3.8.

Table A3.8: Power Plant Capacity Mix up to 2020

Capacity (MW)
Plant Type 2006 2010 2015 2020

Average MW
Added per

year
Coal 1,515 13% 6,595 25% 9,290 22% 20,890 34% 1,349 38%
Oil and Gas 5,967 50% 9,072 35% 13,624 32% 15,064 24% 686 19%
Hydro 4,198 35% 9,412 36% 15,278 36% 16,578 27% 861 24%
Imports 200 1% 658 3% 2,695 6% 4,756 8% 328 9%
Others 52 1% 472 2% 1,130 3% 4,700 8% 331 9%
Total 12,932 26,209  42,017  61,988 3,555
MW = megawatt
Source: Institute of Energy.

31  The draft sixth PDMP is expected to be approved by the Government in August 2006.
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161. Given the envisaged high growth in electricity demand, the country's power system will
experience low reserves during the dry season.32 During the dry season, hydropower plants can
only operate at about 40–50% of their rated output. Hence during the dry seasons of 2006 to
2010, there will be no reserves in the system. Over this period, the south, which has gas-
powered power plants, can supply only part of the power demand deficit in the north and central
Viet Nam33 but at a higher transmission cost. It is therefore, necessary to import the shortfall in
power from the PRC and Laos during the dry season. Viet Nam is importing about 400 MW from
Yunnan province in southern PRC. By October 2006 and July 2007, EVN will complete two 220
kV interconnections with the PRC for importing an additional 500 MW to meet the growing
power demand.

162. According to the sixth PDMP coal will be increasingly used as a key base-load power
generation source by 2020. Coal’s share in the total generation mix will more than double from
16% (in 2006) to 34% in 2020, while the share of hydro power falls gradually from 37% in 2006
to 27% in 2020 but remains the second largest in the generation capacity mix. The proposed
Project is located in Quang Ninh province of northern Viet Nam, where coal is abundantly
available. Current coal production is around 35 million metric tons (mt) per year and will
increase to 45 million mt per annum by 2010. Proven reserves within the province are placed at
10 billion mt and based on current production levels, reserves are sufficient for more than 200
years. The province accounts for 90% of the coal reserves in the country. Given the prevailing
high international oil prices, the Government has taken a policy decision to ensure supply
security of electricity and its reliability to sustain the economic growth and in this context to use
domestic coal resources in its power generation mix. In the near term, more coal-fired power
plants will be built in Viet Nam. The following coal power plants are under construction with
assistance from Japan and the PRC: Uong Bi (710 MW), Quang Ninh (1,200 MW), Cam Pha
(600 MW), Hai Phong (1,200 MW), and Mao Khe (300 MW).

163. The sixth PDMP considers only proven coal firing technologies. Of the known clean coal
technologies such as the sub-critical circulating fluidized bed (CFB) boiler, super critical boiler,
and integrated coal gasification combined cycle, only CFB technology is being considered
because (i) integrated coal gasification combined cycle technology is still in development and
the first commercial plants are expected in a decade, (ii) super critical boiler technology is well
established34 but is economical when coal price is high, which is not the case in Viet Nam. Also,
it uses high-quality manufacturing technology and is more suited for countries that have an
established advanced industrial technology base to support it during plant operation and
maintenance. On that basis, the 250 MW unit CFB boiler and the conventional 500 MW
pulverized coal (PC) boiler35 technologies was considered. Taking into account the quality and
possible variability of fuel (blended coal mixture) to be supplied for the Project, there is an
advantage from technical, environmental and cost considerations in adopting CFB technology
over PC technology.

32  During the non-dry season over 2006–2010 the average peak load is about 13,750 MW and the reserve margin is
only about 3.6%. A 5% to 10% margin is desirable depending on the reliability of the power system.

33  During this period on average the north and central regions will have power deficits of 1,127 MW and 106 MW
respectively while the south will have a surplus of 532 MW. During the wet season, the north will still have a deficit
of 550 MW but this can be compensated by power transfers from central and the south (which have surplus power
of 809 MW and 297 MW, respectively).

34  It has higher initial capital costs but similar life cycle costs compared to conventional power plants if fuel costs are
high.

35  With emission controls incorporated.
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164. There are five active oil fields producing about 130 million barrels of crude oil. As Viet
Nam does not have a refinery, all the crude oil produced is exported and the net earnings from
petroleum exports (i.e., net of refined product imports) amounted to over $ 3 billion in 2005. Viet
Nam has substantial off-shore natural gas resources of over 400 billion m3. Gas production in
2005 was 6.5 billion m3 and is expected to be 15 billion m3 by 2010. At the moment the gas
production is concentrated in Nam Con Son basin in the Southeast coast and almost all the gas
produced is used for power generation in Phu My thermal power complex. The gas from the
southwest fields will be used in the proposed Ca Mau and O Mon thermal power complexes,
2007 and 2010, respectively.

165. Hydropower potential is about 20,000 MW compared with the present installed capacity
of 4,200 MW. Most of the hydropower projects to be developed are in the range of 100 MW-400
MW, except the 2,400 MW Son La hydropower project, presently under construction. New
hydropower capacity will continue to be added but its share will drop to 27% of the total
generation capacity by 2020.

    (i) Power Sector Overview

166. EVN was formed in 1995, as a vertically integrated state owned corporation responsible
for Viet Nam’s power sector. The MOI is responsible for overall policy and oversight of the
power sector including the regulation of the sector through the recently established ERA. The
current capacity mix in the power generation corresponds to resource endowment (Table 2) of
the country. Hydroelectric plants are located throughout the country with most of the large
hydropower projects in North and Central regions. The coal fired thermal power plants are
located in the north, while the natural gas power plants are located in the southern Viet Nam.
Driven by the rapid economic growth, electricity demand will maintain the present growth rate of
16% per annum until 2010 and thereafter slow down to an average growth of about 10% per
annum from 2011-2020. However, the per capita consumption in Viet Nam remains low
compared with the industrialized countries and it is projected to reach the present per capita
consumption of Thailand and Malaysia36 in 2015 and 2023, respectively. The projected increase
in the electricity demand is summarized in the Table A3.9.

Table A3.9: Current Capacity Mix of the Viet Nam Power Sector
(MW)

 Type of Plant EVN Owned Non-EVN SOE IPP Total
 Hydro 4,069 150 4,219
 Coal 1,245 210 1,455
 Natural Gas 3,037 1,466 4,503
 Furnace Oil    200 64    700   964
 Diesel    245   245

 Total 8,796 424 2,166       11,386
EVN = Electricity of Viet Nam, MW = megawatt, IPP = independent power producers, SOE = state-owned
enterprises.
Sources: Ministry of Industry and Electricity of Viet Nam.

36  In 2005, per capita electricity consumption in Indonesia was 490 kWh/person; 3,125 kWh/person in Malaysia;
603 kWh/ person in the Philippines; and 1,946 kWh/person in Thailand.
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Table A3.10: Electricity Demand Projection (2005 – 2025)

Item 2005 2010 2015 2020 2025
Annual Demand TWh    45.6 97.1 164.9 257.3 381.2
Growth in demand (next 5 years)  16.1%    11.1%        9.3%        8.1%
T&D losses and self generation 14.7%     13.8% 13.2% 12.5% 11.7%

Annual Generation TWh    53.6   112.7 190.0 294.0 431.6
Maximum Demand (MW)   9,500  19,550 32,200   48,650   71,400
Per capita consumption  549 1,106   1,774  2,629   3,703

          MW = megawatt, TWh = terrawatt-hour
Sources: Ministry of Industry and Electricity of Viet Nam.

167. The transmission network consists of over 3,000 km (kilometers) of 500 kV of double
circuit transmission line backbone from North to South and 220 kV and 110 kV network
connecting the load centers to the transmission network. The ongoing transmission
augmentation is aimed at completing the 500 kV ring networks around Hanoi and Ho Chi Minh
City. In the distribution sector, EVN subsidiaries engaged in power distribution purchase bulk
power from EVN at administratively fixed bulk power tariffs at 110 kV level and are responsible
for power distribution to end users. The bulk tariffs are set by EVN to enable each power
company to achieve a reasonable profit irrespective of its cost structure. By the end of 2005, the
electrification rate had exceeded 90 % compared with 50% in 1995.

 ii. Sector Issues and Development Challenges

 (i) Meeting Rapidly Increasing Demand
168. The challenge for the energy sector is in maintaining adequate investments to meet the
rapid growth in demand for energy, primarily due to the increased demand in use of these
resources for power generation. The investments required by the coal sector are currently met
with export earnings. However, as more underground mining is done, Viet Nam National Coal –
Mineral Industries Group (Vinacomin), the state-owned enterprise responsible for the sector
needs to invest about $50 million a year to develop new mines. In the oil and gas sector, Petro
Viet Nam needs to invest about $5 billion during 2006-2010 in developing the offshore oil and
gas fields, extending gas pipelines, and for the Dung Quat oil refinery. Petro Viet Nam has
entered into joint ventures with foreign oil companies in the upstream oil and gas operations.

169. The projected power generation capacity additions during 2006–2015 is over 24,000
MW (Table 4), of which over 10,000 MW are under construction and will be commissioned by
2010. Managing such an expansion program that increases the system capacity by over three
fold during 2006–2015 is a major challenge for the institutions in the energy sector. The sixth
PDMP (2006–2015) requires annual investments of a little more than $4 billion per annum to
meet the growth in electricity demand till the end of the decade. The sixth PDMP states that the
total investment requirement of the power sector for the period is estimated at about $46 billion
(Table 5) consisting of $32 billion for generation and $5 billion for transmission and $9 billion for
distribution. EVN’s internal cash generation can only provide half of the funding requirement,
while the financing gap will have to be filled by borrowings from official development assistance,
export credit financing and investments from both domestic and international private sector
entities.
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Table A3.11: Projected Capacity Additions to Viet Nam Power System (2000–2015)
(MW)

Item 2000–2005 2006–2010 2011–2015 Total
EVN Non EVN EVN Non EVN EVN Non EVN

Hydro 1,265     75 4,250   725 6,050  12,365
Coal    600   210    900 1,500 1,300 1,300    5,210
Natural Gas /Furnace
Oil

2,385 1,465 1,150 3,510  1,260    9,770

Total 4,250 1,750 6,300 6,455 7,350 2,560 28,665
EVN = Electricity of Viet Nam, MW = megawatt.
Sources: Electricity of Viet Nam, Sixth Power Development Master Plan.

Table A3.12: Power Sector Investment Program, 2006–2015
($ billion)

Item 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2006-
2015

Generation
EVN 1.52 1.83 1.85 1.88 1.74 2.21 2.36 2.72 2.35 2.51 20.87
Non-EVN (IPPs) 1.53 2.40 2.20 1.26 0.65 0.65 0.59 0.52 0.72 0.74 11.27
Transmission
(220kV/500kV)

0.44 0.41 0.48 0.57 0.50 0.41 0.40 0.42 0.47 0.57 4.68

Distribution(
110kV and
below)

0.89 0.91 0.93 0.96 0.95 0.78 0.81 0.84 0.87 0.94 8.88

Total 4.38 4.55 5.46 4.67 3.84 4.05 4.16 4.50 4.41 4.76 45.70
EVN = Electricity of Viet Nam, IPP = independent power producers, kV = kilovolt, v = volt.
Source: Sixth Power Development Master Plan

 (ii) Maintaining Financial Viability of the Power Sector

170. Since its creation, EVN has been profitable and financed the rapid expansion of the Viet
Nam’s electricity sector without resorting to significant fiscal subsidies. The key financial
performance indicators such as debt service cover ratio, self-finance ratio, and receivables have
been maintained within prudential limits while the average end-user tariff has been maintained
at 5.1 US cents per kWh. Because of increasing debt financing of EVN, sustained tariff
increases are required to maintain adequate levels of debt service and self-financing of new
investments. The average tariff needs to be increased to 5.5 US cents per kWh later this year
and further tariff increases of 8% are required in 2008 and 5% in 2010.

(iii) Establishing a Market-Based System for Electricity
Trading

171. Before establishing a competitive power market, EVN will have to be converted into a
holding company. This was approved by the Prime Minister in July 2006. Most of EVN-owned
power plants will be equitized (i.e., partially privatized); this process in commenced 2005. The
Government will retain the three multipurpose hydropower projects and the transmission
network (220 kV and 500 kV) within EVN for national electricity supply security reasons. EVN’s
stakes in the equitized provincial distribution utilities would be held through the eight existing
regional power companies. EVN’s cooperate restructuring program would be completed by
2008 before the establishment of wholesale competitive power market in 2009. In the proposed
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power market, the competition would only be among the sellers (i.e., power plants). Existing
independent power producers (IPPs) will be allowed to continue selling their capacity to EVN
under existing power purchase agreements (PPAs). The single buyer in turn would sell
electricity to distribution companies and large consumers at regulated prices. One of the key
issues is the degree of independence of single buyer and the system operator from rest of the
EVN. This will require transparent rules for market operation, dispatching of power plants and
settlement and appropriate regulatory oversight. If these conditions can not be guaranteed, the
single buyer and the system operator37 will have to be separated from EVN. The ongoing ADB
assistance to MOI through TA 4768- Power Market Design will address these strategic issues.

(iv) Transparent Regulation of the Energy/Electricity
Sector

172. The Electricity Regulatory Authority (ERA) for the power sector was established within
the MOI in October 2005 as a separate institution. The enforcement mechanisms for regulatory
actions is being developed with assistance from ADB and World Bank and these will be
developed before the establishment of the electricity market. This would involve defining how
the regulator should exercise its powers and the performance of key market institutions such as
the single buyer, the system operator and the transmission company in providing a level playing
to the power plants taking part in the market, and how IPPs could participate and compete in the
competitive market.

173. The price of coal used for power generation is at a discount to the international market
prices. However, the coal used is of lower quality as the higher quality coking coal is exported.
In recent months, the Government has moved away from fixing the coal price for use in power
generation and is taking a more market based approach by allowing Vinacomin to include price
escalations into its coal contract with EVN. The natural gas prices vary depending on the source
of gas field and usually a formula for fixing the gas prices is negotiated with the gas field
developers. This is largely to the varying development cost of the fields and at present different
pricing formulae is being discussed for different gas fields.

 (v) Dealing with Environmental and Social Issues
174. Expansion of Viet Nam’s energy/electricity sector is bound to result in significant
environmental and social externalities. The addition of over 5,000 MW of coal power generation
capacity will contribute to increased green house gas emissions and will have to be managed
through the use of clean coal technologies such as using circulatory fluidized bed (CFB)
technology. However, the current level of per capita green house gas emissions in Viet Nam is
among the lowest in the world. Some of the hydropower projects involve significant resettlement
and environment impacts. In this context, the Government has strengthened the approval
process for environment impact assessments with the recent requirement for hydropower
projects to be licensed and improved the compensation arrangements for land acquisition for
project affected people.

 (vi) Improved Access to Electricity
175. Viet Nam has adopted a unique approach to rural electrification where EVN provides a
medium voltage connection to the commune centre, and the local communities are responsible
for installing and operating the low voltage network. This innovative approach has enabled Viet
Nam to increase the household electrification from 51% in 1995 to over 90% by 2005. At

37  The entity responsible for scheduling and dispatching the power plants and operating the power system of the
country.
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present only the remote mountainous areas remains to be connected to the national grid. Due to
the decentralized nature of rural electrification, the low voltage rural networks managed by local
communities are poorly designed and have high distribution losses sometimes as high as 20%-
30%. The end user tariffs in rural areas are not nationally regulated and range from two to three
times the nationally prescribed urban residential tariffs. Another related issue is the reluctance
of EVN subsidiaries to invest in rural electrification due to low financial incentives in the context
of proposed privatization of power distribution units. There is an urgent need to ensure better
distribution of the benefits of electricity supply to all segments of the population.

 iii. Government Development Strategy

 (i) Government’s Energy Sector Strategy

176. The Government’s strategy is to develop the energy resources in an efficient manner to
ensure adequate energy supply of reasonable quality and price to meet the energy needs
arising from rapid socioeconomic development. To achieve this objective, the Government
intends to (i) establish competitive energy markets, (ii) diversify the sources of investments in
the sector, (iii) development of new and renewable energy sources especially for providing
energy for remote and mountainous areas, (iv) promote trading of energy/electricity with
neighboring countries, (v) improve energy efficiency and conservation, and (vi) promote
environmental sustainability of the sector.

177. Promotion of renewable energies and energy efficiency is being paid more attention now
as a way to meet strong growing energy demand and diversify generation sources in Viet Nam.
In 2003, the Government issued a Decree on Efficient Utilization of Energy and Energy
Conservation.38 Subsequently in 2004 the Ministry of Industry (MOI) issued a circular39 providing
guidance for implementing energy conservation in all enterprises. Further in 2005 MOI prepared
a National Targeted Program on Energy Efficiency and Conservation (EEC) for the Period 2006-
201540, which was submitted to the Prime Minister on 18 August 2005 for approval. The
National Program calls for a concerted efforts in improving energy efficiency and cutting down
energy losses and stronger measures for conservation of energy and defines six components
with specific objectives and targets to be achieved within a timeframe.

 (ii) Government’s Power Sector Strategy
178. The Government’s policy as enunciated in the 2005 Electricity Law is to develop a power
market on the principles of transparency and competition to achieve economic efficiency, to
attract investments from both the state and non–state sectors. The Government’s aim is also to
limit state monopoly in the sector to power transmission, national load dispatch and strategically
important large power plants leaving the power distribution and non-strategic power generation
to potential private sector investors. The Law encourages investments from foreign private
sector investors and joint ventures between foreign investors and domestic enterprises. To
support these objectives, the MOI is entrusted with establishing a competitive power market
(including competitive bidding of IPPs) in the medium term (2009–2012) and procuring new
generation capacity on flexible terms to facilitate the transition to a competitive power market.
Since the enactment of the Electricity Law, the Government has demonstrated its strong
commitment to creating a transparent power market and broadening the ownership of the sector
by taking several key initial steps in 2005 such as (a) establishing the Electricity Regulatory

38 Decree 102/2003/ND-CP dated 03 September 2003
39 Circular 01/2004/TT-BCN dated 02 July 2004
40 Hereafter called National Program on EEC.
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Authority (ERA); and (b) commencing the equitization process of key subsidiaries of EVN (i.e.,
power plants and provincial power distribution units). The latter is expected to be completed by
2008. Regional power trading forms an integral part of the Government’s power sector strategy,
especially importing power from neighboring countries to meet the short term power shortages
(2007–2010) as well as for meeting long term power needs once the hydropower potential of the
country is fully exploited (after 2015).

 iv. ADB Sector Experience

179. ADB has approved two OCR loans41 amounting to $480 million, and three ADF loans
amounting to $186.3 million42 to the power sector. The ADF loans were primarily for extensions
and rehabilitation of distribution networks. Although the recently closed loans (Loan 1358-VIE
and Loan 1585-VIE) had encountered delays in procurement, the implementation has been
satisfactory and most of the financial and safeguard-related covenants were complied with.
However, the covenants relating to tariff reforms and sector reforms were not fully complied
with. The sector reform covenants mainly related to the enactment of Electricity Law and the
establishment of the Regulatory Agency. These delays were caused by the extensive
consensus building required within the Government in the context of overall economic reforms
of the country, which were finally achieved in 2004 and 2005. The TA 3763-VIE43 made
significant contributions to the new Electricity Law and also laid the framework for the sector
reforms currently being undertaken. The recently approved TA 4768–VIE44 will provide strategic
advice on implementing the Government’s sector reform road map.

180. Two OCR loans approved in 2004 and 2005 were to finance the expansion of high-
voltage transmission system in northern Viet Nam. ADB has also supported private sector
investment in power generation45 by providing direct loans and political risk guarantees for the
Phu My 2.2 and Phu My 3 power projects in 2002 and 2003, respectively. During 2005, ADB
has approved series of advisory TAs46 to improve the crosscutting social and environmental

41 ADB. 2004. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the
Socialist Republic of Viet Nam for the Northern Power Transmission Sector Project. Manila (Loan 2128-VIE,
approved in December); and ADB. 2005. Report and Recommendation of the President to the Board of Directors
on a Proposed Loan to the Socialist Republic of Viet Nam for the Northern Power Transmission Expansion Sector
Project. Manila (Loan 2225-VIE, approved in December).

42 ADB. 1972. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the
Socialist Republic of Viet Nam for the Saigon Power Project. Manila (Loan 108-VIE, for $6.3 million, approved on
14 November); ADB. 1995. Report and Recommendation of the President to the Board of Directors on a Proposed
Loan to the Socialist Republic of Viet Nam for the Power Distribution for Rehabilitation Project. Manila (Loan 1358-
VIE, for $80 million, approved on 8 June); and ADB. 1997. Report and Recommendation of the President to the
Board of Directors on a Proposed Loan to the Socialist Republic of Viet Nam for the Central and Southern Viet
Nam Power Distribution Project. Manila (Loan 1585-VIE, for $100 million, approved on 27 November).

43 ADB. 2001. Technical Assistance to the Socialist Republic of Viet Nam for the Road Map for Power Sector Reform.
Manila (Financed by the Government of France. Manila (TA 3763, approved on 6 November).

44 ADB. 2006. Technical Assistance to the Socialist Republic of Viet Nam for the Power Market Design. Manila (TA
No. 4768, approved on 1 March 2006).

45 Loan 1856: Mekong Energy Company Ltd. (Phu My 2.2 Power Project) for $50 million (Loan) and $25 million
Partial Risk Guarantee, approved on 2 July 2002; Loan 1923: Phu My BOT Power Company for $40 million (Loan)
and $35 million Partial Risk Guarantee, approved on 18 October 2003.

46 ADB. 2005. Technical Assistance to the Socialist Republic of Viet Nam for the Benefit Sharing Mechanism for
People Affected by Power Projects. Manila (TA No. 4689, approved on 14 November 2005), ADB. 2005. Technical
Assistance to the Socialist Republic of Viet Nam for Strengthening Institutional Capacity of Local Stakeholders for
Implementation of Son La HPP. Manila. (TA No. 4690, approved on 14 November 2005), ADB. 2005. Technical
Assistance to the Socialist Republic of Viet Nam for the Capacity Building in Strategic Environment Assessment of
Hydropower Sector. Manila (TA No. 4713, approved on 5 December 2005) and ADB. 2005. Technical Assistance
to the Socialist Republic of Viet Nam for the Environment Management Plan Improvement and Implementation for
Son La HPP. Manila (TA No. 4711, approved on 2 December 2005).



Appendix 3 133

issues of the power sector and two PPTAs to prepare the Song Bung 4 Hydro Power Project
and the Mong Duong Thermal Power Project. The latter project involves private sector
participation.47 In addition, ADB is also being approached by commercial banks to provide
political risk guarantees for power projects in Viet Nam. The Ca Mau II combine cycle power
project is an example and this project is now being jointly considered by both SERD and OCO
on further processing of this project following completion of due diligence on the project.

181. Viet Nam is also an active member of the GMS Power Sector Cooperation Program and
ADB has approved a loan in 200348 to finance the Cambodian portion of the transmission line
linking Viet Nam with Cambodia. Viet Nam has ratified the Inter Governmental Agreement on
GMS Power trading and several transmission lines linking Viet Nam with other GMS countries
are under preparation. Viet Nam is also an signatory to the MOU on Initiating Power Trading
among GMS countries signed at the Second GMS summit in July 2005. ADB has also provided
a separate PPTA49 to prepare the GMS Power Interconnection between central Viet Nam and
Lao PDR at 500 kV.

 v. Activities of Other Development Partners

182. The major funding agencies to the power sector are Japan Bank for International
Cooperation (JBIC), the World Bank, Agence Francaise de Developpement (AFD), and the
Swedish International Development Agency (Sida). Since 1993, JBIC has committed about $2.4
billion to the power sector, mainly for power generation. Since 1995, the World Bank has
approved over $1 billion of IDA credits to the sector for expanding the transmission network and
rural electrification. The more recent World Bank projects focus on the institutional aspects of
rural power supply. Sida financed the recently equitized Vinh Son/Song Hinh hydropower
cascade. AFD has cofinanced the ADB Loan 2128-VIE with €40 million.

 vi. ADB Sector Strategy

183. Socially inclusive and environmentally sustainable economic growth is a key pillar in
ADB’s country strategy. The competitiveness of the economy, especially the industrial sector,
depends on the availability of cheap and reliable supply of electricity. The large investment
requirement of the power sector amounting to $4 billion per annum requires concerted efforts
from public and private sector investors and a significant proportion of public sector investments
have to be financed through multilateral or bilateral financing.

184. In meeting the investment needs, OCR lending was provided to power sector for Loans
2128-VIE and Loan 2225-VIE. Further OCR lending to the sector is planned for the projects
under preparation such as Song Bung 4 hydropower project (in 2006), Song Bung 2 and Song
Bung 5 hydropower projects (in 2008), Mong Duong 1 thermal power project (in 2006) and O
Mon II and IV thermal power projects (in 2007 and 2008). The public sector financing of thermal
power complexes such as O Mon and Mong Duong are structured as public–private

47 ADB. 2005. Technical Assistance to the Socialist Republic of Viet Nam for the Song Bung 4 Hydropower Project
Phase II. Manila. (TA No. 4625, approved on 2 August 2005) and ADB. 2005. Technical Assistance to the Socialist
Republic of Viet Nam for the Mong Duong Thermal Power Generation Project. Manila (TA No. 4670, approved on
17 October 2005).

48 ADB. 2003. Report and Recommendation of the President to the Board of Directors on Proposed Loan to
Cambodia for the Greater Mekong Subregion Power Transmission Project. Manila (Loan 2052, approved on 16
December 2003 for $44.3 million).

49 ADB. 2003. Technical Assistance to the Greater Mekong Subregion for the Greater Mekong Subregion Power
Interconnection Project Phase 1. Manila. (RETA No. 6147, approved on 12 December 2003 for $800,000).
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partnerships with private sector investors complementing ADB’s public sector investments. The
private sector investments would mainly be in power generation and oil and gas exploration and
pipelines. ADB intends to play an active role in sharing the financing risk with private sector
equity and debt financiers of thermal power complexes of O Mon, Mong Duong, and Ca Mau.
The new financing instruments under the innovative efficiency initiative (IEI) such as the
Multitranche Financing Facility (MFF), sub-sovereign lending, and local currency financing will
be increasingly used in the financing of power generation projects.

185. ADB’s past involvement in the sector has been in financing IPP generation projects,
power transmission and distribution projects. Given the high electrification rate of Viet Nam and
the availability of financing from World Bank, the financing gap in the power distribution sub
sector is rather small and ADB’s OCR resources will be used to support generation and
transmission projects. However, because of the low prevalence of renewable energy in Viet
Nam’s generation mix, and the importance attached to clean energy and energy-efficiency
investments by the Government, opportunities for financing renewable energy and energy
efficiency investments will be pursued. The financing and TA resources to be made available
under ADB’s proposed energy efficiency initiative (EEI) and Carbon Market Fund will be used to
improve the energy-efficiency in Viet Nam’s rapidly expanding industrial sector and in promoting
projects eligible for Clean Development Mechanism (CDM) financing.

 (i) Meeting the Demand Growth

186. In meeting growth of demand, ADB will focus its intervention on financing power
generation and high-voltage transmission lines. The high-voltage transmission lines will also
include the linking of Viet Nam’s transmission network with other GMS countries. The specific
projects to be assisted by ADB during 2006-2009 will be the ones earmarked for commissioning
during 2010-2015. While ADB finances hydropower projects as public sector investments, ADB
will play a catalytic role in mobilizing private sector investments to thermal power generation.
ADB is currently preparing the Song Bung 4 hydropower project (180 MW) and the Mong Duong
I and II thermal power Project (2,000–2,200 MW). The latter would be structured as a public
private partnership in which Mong Duong I and the common facilities would be implemented by
EVN with ADB’s public sector financing and Mong Duong II will be implemented by a private
sector investor with ADB’s private sector operations support. This approach is consistent with
the Government’s strategy of financing hydropower projects as public sector investments
because of the multipurpose nature and long gestation period of hydropower and attracting
private investments in partnership with public sector for thermal power generation projects. In
addition to these projects, ADB will consider financing at least two other power generation
projects during 2006–2009 consisting of another hydropower project, a thermal power project
structured as a public private partnership, and other IPP projects which may be developed by
the private sector under BOT concession from the Government. The GMS transmission
interconnections (with Lao PDR and Guangxi province of the PRC) under preparation for ADB
financing will also help meeting the electricity demand growth.

 (ii) Mobilizing Financial Resources to the Sector
187. ADB will also increasingly leverage cofinancing from other financers in the sector. This
will include (i) providing political risk/partial credit guarantees, (ii) acting as lender of record
under our complementary financing scheme (CFS), and (iii) providing guarantees to export
credit agencies and other commercial financiers to mitigate political and risks of a project. ADB
will also explore the use of reinsurance markets to further leverage and deepen ADB’s ability to
structure financing for the projects in the power sector. ADB will also assist public sector entities



Appendix 3 135

in the sector with accessing international capital markets through providing advisory and risk
sharing instruments available under the Innovation and Efficiency Initiative (IEI).

 (iii) Improving the Regulatory Framework of the Sector
188. Starting from 1997, ADB has played a catalytic role in initiating the power sector reform
program of Viet Nam by providing a series of TA grants. ADB is processing a TA to provide
further assistance to the Ministry of Industry in establishing the basic framework of the proposed
electricity market and for capacity building of the recently established electricity regulator.
Further technical assistance is required to make the proposed electricity market fully functional
and ADB will provide targeted need based technical assistance to the Ministry of Industry in
close collaboration with other funding agencies active in the sector. The World Bank and AFD
are also actively involved in assisting the Government with power sector reforms.

 (iv) Dealing with Environment and Social Issues
189. With increased investments to the sector, there is a need to strengthen policy dialogue
on the social and environmental sustainability of Viet Nam’s power generation expansion
program. In this context, ADB has provided targeted TA to sector entities and national and
provincial enforcement agencies to deal with adverse impacts of both at project level as well as
for general capacity building in strategic/cumulative environment assessment and establishing
revenue sharing mechanism with the project affected communities. ADB will actively promote
the adoption of clean and more efficient technologies for meeting the Viet Nam’s energy needs
as well as in improving the energy-use efficiency. It is also proposed to undertake a sector wide
environment/social assessment of the investment program in the sector during 2006-2015.

(v) Promoting Investments in Renewable Energy and
Energy Efficiency

190. ADB has not directly financed renewable energy and energy efficiency projects in Viet
Nam partly because of the small size of these projects. However, in the context of the ADB’s
new initiatives on energy efficiency and carbon market, ADB can play an important role in
promoting renewable energy and energy-efficiency investments through TA as well as loans
and guarantees for developers as well as accessing the CDM market. The promotion of efficient
use of energy sources, especially in the rapidly growing industrial sector, has been identified by
the Government as a priority. The access to debt financing for renewable energy and energy-
efficiency investments has been identified by the project developers as a constraint and in this
context, ADB will work with the domestic financing institutions to address this issue by
appropriately designing lending or guarantee products and policy interventions making use of
the proposed Energy Efficiency Fund and Carbon Market Fund.

 vii. Implementation and Monitoring

191. The proposed project loans to the energy sector will have sector- and project-specific
indicators and targets. The sector-specific target will be related to the overall performance of the
sector in terms of meeting the demand, attracting investments to the sector from the non-state
sector, progress in implementing the sector reform road map, including the divestiture of power
sector assets and maintaining the financial viability of the sector through compliance with
prudential financial covenants. The project-specific indicators include the timely implementation
and disbursements of the project, compliance with environment and social safeguards, among
others. Policy dialogue will be maintained with the Government on sector-wide issues during the
preparation of new investment projects, and the project-specific issues will be taken with the
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government counterparts during the review missions. The proposed monitoring framework for
Viet Nam power sector road map is presented in the Table A3.13.

Table A3.13. Power Sector Road Map—A Monitoring for Development Results
Item 2000 2005 2010 2015
A. Sector Outcomes
Increased per capita final consumption
of commercial energy, kgoe/person

208 (2002) 315 (2004) 540 700

Increased per capita electricity
consumption, kWh/person

288 549 1,100 1,750

Power sector restructuring Monopoly Equitization
started

Single buyer  Wholesale
competitive market

B. Sector Outputs
Increased total generating capacity,
MW

6,200 11,400 26,200 42,000

Increased capacity and coverage of
electricity network:
500 kV network, km 1,530 3,255 4,800 6,400
220 KV network, km  3,200 4,795 11,000 14,500
Low voltage distribution, km 57,800 109,000 152,000 210,000
Decreased system loss, % 14.5 12.1 11 10
Equitization progress Not applicable 3 out 14

PPas, 1 PCb
By 2010 all
PCs and all
PPs except the
3 multipurpose
PPs

Full equitization

Investments in the sector by non–state
sources during preceding 5 years

$ 1.1 billion $ 5 billion $ 5 billion

C. Sector Issues and Constraints • Meeting the rapidly increasing demand for energy and electricity
(i.e., over 15% for next 5 years)

• Mobilizing over $ 20 billion for investments in the power sector
during next 5 years.

• Maintaining the financial viability of the sector in the face of high
investments required.

• Providing adequate comfort to the private investors in an incipient
power market and an evolving regulatory environment.

• Dealing with the environment and social issues of rapid expansion
of the sector.

• Improving the end-user energy efficiency
• Poor quality of supply, high tariffs, and high losses in the rural

distribution systems
 D. Actions, Milestones and

Investment
Schedule  Agency

GOV ADB Others
Investment in power sector generating
capacity

2006–2010 EVN X JBIC, MIGA, other
foreign and domestic
private investors, other
bilateral partner
agencies, Export Credit.

Investment in transmission network 2008–2010 EVN X The World Bank, JBIC
and AFD

Investment in distribution network EVN No The World Bank, Sida
Development of oil and gas sector Petro VN X (TA) Foreign private

developers
Development of coal sector 2007 VINACO-

MIN
X ( TA)

Power market development 2006–2008 EVN; MOI X (TAs) World Bank and AFD
Renewable Energy & Energy Efficiency 2007–2009 MOI X ( TA and

Loan)
World Bank , private
investors and GEF
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E. Lending and Non Lending  Implem.
Period

Exe.
Agency

Processing
Schedule

Other Funding Agencies/
Lenders / Investors

Song Bung 4 HPP 2006–2011 EVN PPTA to be
completed by
Sep 2006. Loan
approval by Dec
2006

Mong Duong TPP 2006–2010 EVN PPTA to be
completed by
Sep 2006. Loan
approval by Dec
2006

Commercial co financers
& Private Sector
Investors

Song Bung 2 & 5 HPPs 2007–2012 EVN PPTA in 2006.
Loan in 2007

AFD

O Mon II& IV 2008–2012 EVN/MOI PPTA in 2007.
Loan in 2008

Commercial co financers
and private sector
investors

Renewable Energy and Energy
Efficiency

200 7–2010 MOI /
domestic
banks

PPTA in 2007
and loan 2009

GMS Power Interconnection Project
(Viet Nam-Lao)

2008 EVN PPTA in
progress. Loan
2008

GMS Power Interconnection Project
(Viet Nam-PRC)

2009 EVN PPTA for 2007
and loan 2009

China Southern Grid

Non-lending
TA on power market design 2005–2006 MOI/ERA ADB TA
TA on renewable energies and energy
efficiency and conservation

2007–2008 MOI ADB TA

TA on Implementation support for
power market

2007–2008 MOI

TA on environment and safety aspects
of coal mining

2007 VINACO-
MIN

TA on Sector Environment
Assessment

2007 MONRE /
EVN

ADB TA

TA on structuring public private
partnerships in gas pipelines and
downstream gas distribution

2007 MOI /
Petro VN

ADB = Asian Development Bank, AFD = Agence Francaise de Developpement, ERA = Electricity Regulatory
Authority, EVN = Electricity of Viet Nam, GEF = Global Environment Fund, GMS = Greater Mekong Subregion, GOV
= government, JBIC = Japan Bank for International Cooperation, kV = kilovolt, kWh = kilowatt hour, MIGA =
Multilateral Investment Guarantee Agency, MOI = Ministry of Industry MONRE = Ministry of Natural Resources and
Environment, PPTA = project preparatory technical assistance, Sida = Swedish International Development
Cooperation Agency, TA = technical assistance, VINACOMIN = Viet Nam National Coal – Mineral Industries Group
a Power plant.
b Provincial power distribution company.
Sources: Electricity of Viet Nam, Ministry of Industry
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 2. Economic Growth: Business-enabling Environment

a. Policy and Institutional Framework for Private Sector/SME
Development

 i. Overview

192. Growth in private sector investment and employment (wage and non-wage) has
underpinned Viet Nam’s recent remarkable success in reducing poverty. Viet Nam’s success in
promoting private sector development during the last decade is highlighted in the private sector
thematic assessment (section A.6). This section focuses on ADB’s direct support to private
sector/SME development, which focuses on improving the policy and regulatory environment for
private sector/SME development and public-private partnerships. The primary focus of this CSP
is on business-led, pro-poor economic development.

 ii. Key Issues and Development Challenges

 (i) Enabling Environment for PSD/SMEs

193. Despite recent major improvements in the business-enabling environment, and
accelerating private sector development, challenges remain. Administrative costs of establishing
and operating businesses vary between provinces, and the sector in which business are
operating. Frequent Government inspections and interference in business operation constrain
business development. Business registration and licensing needs to be simplified and better
designed to achieve objectives more cost-efficiently. Sustained medium-term program of
regulatory review and reform will be required to address remaining weaknesses. Systems need
to be developed to ensure better quality control of new regulations, and to facilitate regular
reviews of the stock of existing regulations. Capacity to formulate and analyze policies, including
assessing the impacts of policies on businesses, needs to be strengthened. Systematic
consultations with the business community should be an integral part of policy formulation
processes, and the participation of business associations in these processes needs to be
strengthened.

194. Another key challenge is to develop the market institutions needed to facilitate cost-
effective commercial transactions and access to finance. Efforts are needed to develop more
effective systems for using land-use rights and moveable assets as collateral. Property rights
protection, contract enforcement mechanisms, financial institutions and capital markets all need
to be strengthened (see financial sector assessment for details). Enforcement of existing
regulations remains problematic.

(ii) Private–Public Partnerships for Infrastructure
Development

195. Economic growth is generating increased demand for infrastructure as highlighted in the
transport and power assessments. The Government lacks the resources and capacity to meet
rising demand. The development of a more supportive enabling environment to attract private
investment into commercially viable infrastructure development is an obvious solution, and
would also allow the Government to focus its efforts on the provision of essential services and
infrastructure that cannot be provided by the private sector.



Appendix 3 139

196. However, there has been limited progress in attracting private investment in
infrastructure development, and only a handful of projects have been successfully completed,
and, except two power projects, most PPP projects have been undertaken by SOEs. Legal,
regulatory, and resource constraints limit private participation in infrastructure. Government
attitudes toward private sector participation in infrastructure remain ambiguous. Low tariffs,
incomplete or inconsistent regulations, and “bundling” of sector utilities reduce the potential for
private sector participation. Commercial banks continue to rate future transactions as high risk
because of the lack of successful projects. Thus, the participation of multilateral or bilateral
partner agency in providing political risk or credit guarantees, equity and/or debt participation
could help provide comfort to commercial investors worried about enforcement of tariff and other
potentially sensitive issues related to commercial infrastructure development. A clear policy
statement by the Government about the sectors where private sector participation is actively
encouraged could also help in mobilizing increased investment.

 (iii) Trade Liberalization

197. Viet Nam is already a relatively open economy, with a trade–GDP ratio well above
regional and international averages. Viet Nam is working to further open the economy with
commitments and ASEAN/AFTA, and ongoing efforts to join the World Trade Organization
(WTO) during 2006. Reforms being implemented are increasing opportunities for foreign trade
and investment, and this is boosting economic development, building stronger links between
domestic suppliers and foreign invested firms, facilitating the ongoing process of structural
reform, and strengthening the overall competitiveness of the economy. While progress is being
made with the formulation and enactment of new legislation and regulations that consistent with
WTO requirements, effective implementation is likely to remain a challenge. WTO related
reforms will produce winners and losers as industries adjust to changing market conditions. Viet
Nam need to develop its capacity to analyze potential impacts in a more systematic manner and
to design social safety net, labor market reforms and associated policy support.

 iii. Government’s Development Strategy50

198. The 10th Party Congress (April 2006)51 recently reaffirmed the increasing Party
recognition and endorsement of the important contributions of the private sector and economic
integration in reducing poverty. The Congress endorsed the draft SEDP reaffirming an
increasing political commitment to reducing poverty through a market oriented and open
economic system, in which private investment and employment is to play an increasingly
prominent role. The decision by the 10th Congress to formally allow Party members to own
private enterprises sent an important positive signal to domestic private investors.

199. The SEDP (2006-2010) emphasizes that: “The private sector is … an important sector
that contributes to economic growth, job generation, income increase for the people and for the
budget revenue, as well as to poverty reduction.” Strategies to promote private sector
development in the SEDP (2006-2010) include: (i) strictly eliminate all forms of discrimination
and remove remaining preferential treatment to SOEs; (ii) remove remaining barriers to
business entry and expansion; (iii) encourage the emergence of larger private companies,
encourage large private enterprises to become joint-stock companies; (iv) encourage the

50 Key institutions responsible for private sector development are outlined in the thematic private sector assessment
(Section A.6).

51  April 2006. Party Congresses are normally held every 5 years to make key leadership decisions and to agree on
key policy directions and targets for the following 5 years. The Party Congress also appoints the Politburo and
Central Committee.
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development of private economic groups (v) encourage the development of women-owned
enterprises (vi) promote SME development; (vii) encourage household enterprises to register
under the EL by removing barriers to formality; and (viii) praise good producers and
entrepreneurs. The strategy also recognizes the need to develop human resources, market
institutions, the financial sector, and physical infrastructure to promote a competitive market
economy. The need to strengthen efforts to improve national competitiveness and economic
integration are stressed throughout the SEDP. The SEDP aims for annual export growth of 14-
16%, with import growth is targeted at 13.5-14.5% per year. The SEDP also includes targets to
increase the ratio of higher-value-added products in total exports, and to further diversify export
markets, and highlights the important role of foreign investment in transferring capital,
technology and skills, and in proving access to new markets.

200. The National Assembly passed the Unified Enterprise Law (UEL and Common
Investment Law (CIL) in December 2005, which aims to further level the playing field, improve
the regulatory framework for private sector development and prepare for the accession into the
WTO. This marks another important step towards reducing preferential treatment to State
enterprises. Effective enforcement of the UEL and CIL, from July 2006, will be an important
challenge during implementation of this CSP.

 iv. ADB’s Development Experience

201. ADB has directly supported private sector development through a SME Development
Program Loan Cluster (SDPL52). The SDPL is designed to systematically identify and resolve
issues affecting businesses, especially SMEs, through consultations with businesses and better
inter-government coordination. The SDPL has supported (i) development of a SME enabling
policy and regulatory environment, (ii) enhancing SME access to finance, (iii) developing
institutions to improve access to land, and (iv) enhancing technical standards.

202. ADB’s experience shows that progress in reducing poverty will depend heavily on
sustained progress in promoting private sector development. Government ownership and
commitment is crucial to successful implementation of programs to improve the enabling
environment for business. ADB interventions to help improve the private sector enabling
environment also need to directly address enforcement and implementation issues. There is
need to engage all key stakeholders to build support for private sector reforms. ADB can help
build support through well-structured TA designs that are developed in consultation with
businesses, and that include help in identifying barriers to private sector development, and in
assessing the costs of these barriers in terms of slower employment and GDP growth. Project
designs should include measures for regular consultation between business associations and
relevant state agencies. Information dissemination strategies can help build public awareness of
private sector development issues and constraints. Many potential entrepreneurs are women:
project designs need to assess how best to ensure the equitable participation of women.

 v. Activities of Other Development Partners

203. UNDP, GTZ, JICA, and USAID have also been active in supporting efforts to improve
the enabling environment. The World Bank, in partnership with other funding agencies, has
supported pro-business policy reforms and SE restructuring under its Poverty Reduction and

52  The SDPL was approved on September 2004 for $100 million. The first Subprogram (two tranches) was approved
for $60 million (ADF), while the second Subprogram (single tranche) is in pipeline for $20 million (ADF) and $20
million (OCR).
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Support Credit (PRSC) facility. UNIDO has also supported SME policy and institutional reforms.
The World Bank, JBIC, EU, and AFD/KfW have provided lines of credit for SMEs to commercial
banks (totaling about $500 million during 2003–2005). JICA is supporting efforts to improve
SMEs access to credit through credit guarantees. The EU, GTZ, and Danida are assisting the
development of provincial level institutions, including business development services. SIDA has
supported land administration reforms. UNIDO, ILO, bilateral partner agencies, and NGOs are
helping strengthen SME institutions, including labor market institutions. The joint funding
agency-financed Mekong Project Development Facility (MPDF) provides direct training and
consulting support to help private sector access external financing. IFC provides direct equity
and debt financing to private enterprises. ADB is an active member of the SMEs funding agency
coordination working group.

204. Many bilateral partner agencies are providing support related to WTO accession. The
World Bank is supporting a customs modernization project. DFID is helping the Government
establish a multi-funding agency trust fund to help the Office of the Government support WTO
implementation. USAID is supporting implementation of the Viet Nam–US Bilateral Trade
Agreement.

 vi. Asian Development Bank’s Strategy

205. The CSP is geared to support SEDP efforts to develop the private sector as a key driver
of economic growth and employment generation. ADB will address many private sector
development constraints via other CSP elements (e.g., infrastructure, human development,
governance, financial sector development and SE reform. ADB will directly target private sector
and SME development through support (i) to improve the enabling environment for SMEs and
other private business; and (ii) direct private sector operations (debt and/or equity financing),
with a special focus on promoting public-private partnerships. ADB will continue to be active in
the SME working group (co-chairing the group as per Government request).

(i) Business Enabling Environment and Private
Investment

206. The CSP envisages support for effective implementation of the UEL and CIL and related
implementing regulations. ADB direct support to improve the business-enabling environment will
include a focus on (i) developing an effective national business registration system; and (ii)
further streamlining and simplifying the business licensing system; (iii) strengthening regulatory
review mechanism; (iv) enhancing financial disclosure through developing a simplified
accounting system for SMEs, (v) developing the institutional and policy framework need to
effectively use land, fixed assets, and movable assets to secure financing. This will facilitate the
private sector’s access to land and finance as well as create a prerequisite for development of
the housing finance market that ADB is supporting. Support to address the above issues will be
provided under the ongoing SME cluster program. ADB will actively seek opportunities to
cooperate with other funding agencies when working with the Government and business
community to develop such support. The ADB cofinanced PRSC program includes a focus on
improving the business-enabling environment. ADB will also support financial sector
development as discussed in the financial sector assessment (included in this Appendix),
including support to the securities market, nonbank financial sector such insurance and leasing
sector.
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(ii) Private–Public Partnerships in Infrastructure
Development

207. ADB will seek to integrate private sector considerations and maximize private capital in
all relevant operational activities. Opportunities will be sought to deepen private sector
participation in the supply of physical and social infrastructure. The aim will be to promote
employment growth and to free up scarce government capacity to focus on essential functions
and services that cannot be provided by the private sector. ADB will explore opportunities to
support private sector participation in areas such as (i) power generation and transmission, (ii)
transport, including urban mass-transit systems, and (iii) sea ports and airports. This may
comprise both privately invested projects and public-private partnerships that would combine
synergies from both ADB’s public and private sector operations. Success in developing public-
private partnerships will require more focused and coordinated efforts by ADB public and private
sector financing operations. This implies a need for VRM to be more proactive in coordinating
public and private sector operations. The fielding of ADB private sector operations staff at the
VRM will facilitate these efforts.

 (iii) Trade and Investment Promotion

208. Any trade and investment related assistance will support institutional reforms needed
following WTO accession (e.g., tariff and nontariff barriers, and subsidies). Support could be
considered to help strengthen capacity to formulate policies aimed at (i) enhancing the ability of
Vietnamese firms to take advantage of post-accession market access opportunities; (ii)
strengthening links between local suppliers and foreign investors; and (iii) enhancing Viet Nam’s
ability to promote inward investment more effectively.

vii. Implementation and Monitoring Mechanisms

209. The key aim is to help create the increased business investment required to generate
the jobs needed to ensure sustained progress in reducing poverty. Progress in job creation will
be a key indicator of overall CSP results.

Table A3.14: Sector Road Map for Monitoring Development Results

Item Indicators
2000 2005 2010 2015 2020

A. Sector Outcomes

Annual increase in
employment

1.40 million 1.60 million 1.70 million >1.70 million >1.70 million

Number of formally
registered private
enterprises under EL
and predecessor laws.

25,837 165,461 500,000 650,000 750,000

Share of total domestic
investment financed by
private sector (including
FDI) 2003–2010 from
SEDP.

42.5% (2001) 46.4% 51.5% 55% 60%
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B. Sector Outputs
1. Business-enabling environment and private sector investment
Improving Business
Registration Systems

Business
registration
system at the
provincial
level.

Promulgate EL
and implement
unified
registration
system

Establish
registration at
district level.
Pilot internet-
based system.

Establish
internet-based
registration
system.

Implement
internet-based
business
registration
system.

Simplify business
licensing,

Elimination of
>100 licenses
and permits

Improved
quality of
business
regulations.

Implement/
improve
business
licensing
system.

Implement/
improve
business
licensing system.

Implement/
improve
business
licensing
system.

Develop a SME
accounting system

National
accounting
system
developed to
international
standards.

SME
accounting
guidelines
issued.

Implement
SME training in
accounting.
Adopt unified
accounting
system.

Implement SME
accounting
training program.

Implement SME
accounting
training
program.

Reduce lending costs
and risks by facilitating
use of land-use
certificates (LUCs) as
collateral

Risks to
lenders in
using LUCs
as collateral.
New land law
from 2004.

Pilot use of
land
registration
system using
integrated IT.

Establish land
registration
system using
integrated IT.

Implement and
refine system at
national,
provincial, and
district-levels.

Initiation of an
internet-based
land
registration.

Reduce costs and risks
of lending secured by
movable property.

Ordinance on
secured
transactions
promulgated.

Secured
transactions
registration
system
established
nation-wide.

Internet-based
secured
transactions
registration
system.

Regular use of
Internet-based
secured
transactions
facility.

Regular use of
Internet-based
secured
transactions
facility.

Lower structural barriers
to industrial and
technical standards.

Regulations
on technical
standards
issued.

IT-based
system for
information
dissemination
on technical
standards.

Implement
region-wide
mutual
recognition of
technical
standards.

Participation in
international
recognition
schemes.

Internationally
recognized
standards
widely used in
Vietnam.

C. Sector Issues and
Constraints

1. Business-enabling environment and private sector investment. Business
registration and licensing needs to be simplified and better designed to achieve regulatory
objectives cost-efficiently. Administrative interference in business operations need to be
reduces. Systems need to be developed to ensure better quality control of new
regulations. The role of business associations in consultation and policy making
processes needs to be strengthened. Market institutions needed to be strengthened,
including more effective systems for using land-use rights and moveable assets as
collateral. Contract enforcement mechanisms need to be strengthened.

2. Private-public partnerships in infrastructure development. Improvements in the
regulatory environment needed to meet rapidly growing private sector demand for
improved infrastructure
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D. Actions,
Milestones, and
Investments

By Issues By Agency

Schedule ADB Others/
External Gov’t

Business-enabling environment and private sector
§ SME Development

Program Cluster –
Suprogram II

Improved regulatory reform,
access to finance, and overall
policy coordination

2006  Germany
France

§ Capacity Building
for SME
Development (TA-
4418)

Improved regulatory reform,
access to finance, and overall
policy coordination

2005–2006  Switzerland
Denmark

§ Capacity Building
for SME
Development –
Phase II

Assist in the formulation and
implementation of Subprogram
II

2006 

Trade liberalization
§ Support to Trade

and Investment
Liberalization
Process (post-WTO
adjustment)

Loan $20
million to be
approved by
2009

§ PPTA – Support to
Trade and
Investment
Liberalization
Process (post-WTO
adjustment)

PPTA
$300,000 to
be approved
in 2007 and
implemented
by 2008.

EL = Enterprise Law, FDI = foreign direct investment, PPTA = project preparatory technical assistance, TA =
technical assistance, SEDP = Socio-Economic Development Plan, SME = small- and medium-sized enterprise, WTO
= World Trade Organization.
Sources: Ministry of Trade, Socio-Economic Development Plan (2006–2010).

  b. Public Administration and SOE Reform

  i. Introduction

210. The need for fundamental changes in the way the Government operates are identified in
the Public Administration Reform (PAR) Program for 2001-2010 and the SEDP (2006-2010).
PAR implementation has gained momentum recently with the building blocks being established
for a new organization of Government, the separation of administrative and civil servants, and
simplification of many business procedures. As noted in the thematic governance assessment,
many key administrative reforms still need to be addressed at the sectoral and subnational
level. Specific measures are included in relevant sectoral assessments. The focus of this
section is on broader public administration and SOE reforms.

211. SOEs account for nearly 40% of GDP, and contribute about 70% of government tax
revenue. Corporate governance is often weak. Accounting and reporting standards are
inadequate and there are few if any, safeguards against conflicts of interest and self-dealing.
About 25% of SOEs operating in 2003 were loss-making. With little incentive to disclose large
profits (and a disincentive to show losses), most SOEs try to report “some” net income,
obscuring the true picture of the sector’s overall financial situation.
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  ii. Issues and Development Challenges

  (i) Public Administration reform

212. Corruption. In addition to the specific anticorruption measures identified in section A.4,
proposed public administration and SOE reforms will also help reduce corruption.

213. Variability in the quality of public service delivery contributes to regional disparities in
human development, per capita incomes, and employment growth. More consistent delivery of
public services will help reduce poverty and achieve more balanced development.

214. Inadequate transparency and accountability contributes both to corruption and to
suboptimal allocations of national resources. This reduces national competitiveness,
undermines national socioeconomic development efforts, and contributes to inequitable
development. Groups with less access to senior decision makers (e.g., those underrepresented
in government, including ethnic groups and women) are particularly disadvantaged.

215. Public Finance. The introduction of Medium-Term Expenditure Framework (MTEF) pilot
projects is an important step toward more rational and accountable financial planning. More
efforts are needed to improve processes and ensure the audit and publication of budgets of all
central agencies and provincial authorities. Further external support will be required to
operationalize best practices at national and subnational levels. Development of staff capacity
will be important in making this happen.

216. Planning Process. The SEDP 2006-2010 incorporates many best planning practices,
including (i) an outcomes oriented and results-based focus, (ii) based on good analysis and
background, (iii) includes in-built monitoring and evaluation mechanisms, and (iv) broad-based
stakeholder consultations during formulation. Challenges include ensuring effective
implementation of the plan and results-based monitoring and evaluation system, and extending
these best practices to the formulation of all sector, regional, and provincial development plans.

217. Institutional Reform and Development. Policy research and legal drafting capacity is
still weak. There are no systematic mechanism for assessing the costs, benefits, and
distributional impacts of new policies and regulations. Legislated reforms are often under-
funded. There are frequent delays in issuing enabling legislation. There is a need for practical
manuals, and technical support, to guide implementation. There is a need for more objective
and systematic monitoring and evaluation of outcome. Many of these issues need to be
addressed at sectoral, and subnational levels, but there is also need for central guidance to
address these issues. The Government recently created a Law Committee under the Office of
the Government aimed at addressing the above weaknesses.

218. Organization Reforms. More systematic tools, such as functional analysis, and a focus
on “rightsizing” administrative structures is needed to improve organizational reforms. Better
staffing analysis, planning, and job descriptions need to guide funding, personnel, and training
needs. The specific needs of poorer and weaker areas need to be recognized in planning
decentralization. There is scope to further diversify the suppliers of public services by increasing
the role of NGOs, citizens, and the private sector. Progress in introducing information
technology (IT) has been delayed and the results have been less than expected. Individual
ministries and provinces often introduce IT independently with limited coordination and
cooperation. Prerequisites for IT development—including business process reengineering,
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common application standards, IT technical and procurement standards—need more attention.
E-government is established as a goal, but detailed strategies are still to be developed.

219. Civil Service. Weaknesses remain in capacity to recruit, retain, and reward high-quality
staff. Performance Assessment system is weak.  Financial and other schemes for rewarding
performance remain inadequate. The use of unofficial salary supplements needs to be reduced.
Training needs to be accelerated and some training needs to be designed to better reflect
institutional needs. There remain urgent needs for improved management, planning, and policy
analysis skills.

  (ii). SOE Reform

220. The focus of SOE reform has shifted from promoting competition and management
autonomy in the 1990s, to the restructuring of large numbers of smaller enterprises in more
recent years. Efforts to reform SOEs accelerated in 2000, with the adoption of a comprehensive
five-year SOE reform plan. Restructuring options available to SOEs include equitization,
conversion to a single-member limited liability company, merger, sale; lease; and liquidation or
bankruptcy. SOEs which are deemed to be of key strategic value or which operate in areas of
national interest must remain 100% state-owned. Improvements in corporate governance have
been modest: some 55% of SOEs still don’t conduct audits. The total number of SOE has fallen
to about 3,200 enterprises at the end of 2005. Details of enterprise restructuring over the last 5
years are summarized in the following table.

Table A3.15: Reorganization of State-Owned Enterprises (SOEs), 2001–2005

Indicator 2001 2002 2003 2004 2005 Total
(est.) 2001–2005

Total Restructured/Established 380 408 895 971 918 3,572
 Equitized 205 164 532 753 724 2,378
 Assigned 18 34 51 24 12 139
 Sold 16 17 24 19 18 94
 Merged/Unified 119 127 202 75 50 573
 Dissolved 22 27 50 35 30 164
 Bankrupt/Liquidated 0 2 4 12 12 30
 Transform to one-owner limited liability
company 0 0 14 41 60 115

Newly established SOEs 0 37 18 12 12 79
Source: Socio-Economic Development Strategy 2006–2010.

221. Equitization has been the most common route for restructuring, but the number of
equitization was only about 75% of planned targets. Most of the equitized enterprises have been
small, with an average of fewer than 250 employees: of which 60% had a capital valuation of
less than D5 billion (about $314,000) and the state retained at least 35% of the shares in the
majority of cases. The net result is that only about 10% of state capital has been transferred to
the private sector. While most shares in equitized firms continue to be sold to firm workers,
managers and other connected individuals, the proportion of shares sold to outsiders has been
increasing. The profitability of equitized enterprises increased sharply following restructuring.

222. Remaining challenges include (i) increasing the transparency and reduce the transaction
costs involved in equitization and other SOE restructuring options, (ii) broadening participation
in equitization, (iii) improving the regulatory environment for SOE restructuring, (iv)
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strengthening corporate governance and mechanisms for managing State investments in
businesses (including strengthening the State Capital Investment Company [SCIC]); (v)
improving the mechanisms and institutions for resolving NPLs (including strengthening of the
Debt and Assets Trading Company [DATC]), (vi) assisting selected SOEs to tap capital markets
for long-term financing, and (vii) resolving conflicts between social and commercial objectives in
public service utilities. The focus should not just be on the numbers of enterprises, but also on
the quality and impacts of the process.

  iii. Government’s Development Strategy

  (i). Public Administration Reform

223. State Planning and Management Mechanisms. The SEDP highlights the need for
fundamental improvements to develop plans that are consistent with socioeconomic realities,
market conditions, and requirements for economic integration. Master-plans will be developed
for each sector, region and area with quantified outcomes, and clear measures for monitoring
and evaluating plan implementation. The legal framework and guidelines for planning and
decentralization will be more clearly established to facilitate planning. Training and mentoring
will be required to ensure more effective planning. Intensified efforts will be made to
decentralize those “tasks that the central State does not need to implement or manage”. Efforts
will be needed to develop the capacity of local authorities to ensure effective decentralization.
Cumbersome and/or inconsistent regulations that lead to corruption will continue to be
abolished. Civil society groups will be encouraged “to engage in managing some public fields”

224. The SEDP states that the Government needs to better define the role of the state in
economic management, and reorganize/reduce the number of agencies to ensure that they
focus on core state management responsibilities. Ownership responsibilities for SOEs will be
transferred from ministries and people’s committees as soon as possible. The process of
decentralization, and accountability systems, will be strengthened and clarified. Further efforts
will be made to streamline administrative structures. Efforts will be made to increase
transparency and accountability.

225. Civil Service. The strategy focuses on efforts to (i) extend and improve training; (ii) to
improve recruitment processes; (iii) to improve systems for providing performance based
rewards, commendations and penalties for civil servants; (iv) decentralize personnel
management policies in line with budget decentralization; (v) enforce stronger disclosure
provisions; and (vi) accelerate anti-bureaucratic and anticorruption measures.

  (ii). State-Owned Enterprise Reforms

226. SOEs and Corporate Governance. The SEDP highlights the need to accelerate SOE
reform and to improve their corporate governance, and specifically highlights the need to
remove ownership responsibilities from line ministries and provincial agencies. The Unified
Enterprise Law (UEL) provides a basis for improved corporate governance a more level playing
field for all types of business enterprises, but challenges remain in implementation (see also the
financial sector and SME sector assessments). All enterprises that continue to operate as SOEs
must be corporatized (under the UEL) by 2010. Because future equitization and divestiture will
involve larger firms, it will be increasingly important to (i) use more transparent mechanisms for
valuing and selling equity in these firms, and (ii) permit and encourage outside investors to buy
shares and introduce new ideas and technology and/or provide access to new markets. Efforts
will also be needed to strengthen the newly established State Capital Investment Corporation
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(SCIC) to effectively manage state equity in firms. Efforts are being made to encourage
equitized enterprises to list on the stock exchange. In addition to raising the foreign ownership
ceiling to 49% for listed companies, 75 SOEs have been identified for mandatory listing.

227. Institutions established to facilitate SOE restructuring include (i) the National Steering
Committee for Enterprise Reform and Development (NSCERD) was established “to assist the
Government in consistently managing all activities of rearrangement, reform, development and
efficiency improvement of SOEs,” (ii) DATC was established in 2003 to address SOE non-
performing loans, (iii) SCIC was created to exercise State ownership in SOEs, and (iv) a social
safety fund was established in 2005 to compensate (and fund retraining of) employees who are
declared redundant as a result of restructuring.

  iv. ADB’s Development Experience

  (i) Public Administration Reform

228. Policy formulation in Viet Nam requires a long process of consultation and the
participation of relevant central and local level government agencies, and civil society and the
media. National ownership of the proposed policies, and action plans, is crucial for the success
of governance reforms. There is a general perception (by National Assembly members,
Government counterparts, and other funding agencies) that the outcomes of many PAR and SE
reform projects have been below expectations. Key lessons to be learned in planning any future
ADB assistance include (i) training support should focus on developing the capacity of local
training providers because direct training is expensive and only a small proportion of training
needs are likely to be met this way; (ii) agreement on a comprehensive road map for e-
government (accepted by central and local authorities) should be a prerequisite for providing
further support to the development of e-government; (iii) greater efforts are need to learn from
and apply the wide range of funding agency experiences in designing and implementing PAR
projects, especially at the provincial level. More broadly, increased efforts should be made to
mainstream governance initiatives into core ADB operations, especially in areas identified as
priorities under the SEDP.

229. ADB has supported public administration reform (PAR), public policy and planning,
anticorruption efforts, and corporate governance. ADB provided program loan and related
technical assistance to help implement the Government’s PAR and enterprise/SME reform
programs. In particular, ADB supported implementation of two of the seven PAR subprograms:
(i) training to improve the quality of public officials; and (ii) modernization of the administrative
system, including computerization and e-government initiatives. ADB has also provided several
advisory and operational technical assistance (AOTAs) aimed at building the capacity of central
and provincial government officials in formulating and implementing public policy and planning.

230. ADB also supported the SOE Reform and Corporate Governance Program53 to (i)
improve the environment for foreign investment; (ii) provide enterprises with greater access to
foreign investment and credit; (iii) accelerate SOE reform by strengthening the institutional and
policy framework for SOE reform, improving corporate governance of enterprises, and imposing

53  ADB. 1999. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the
Socialist Republic of Viet Nam for the SOE Reform and Corporate Governance Program. Manila. (Loans 1733 and
1734 approved on 21 December 1999); ADB. 1999. Technical Assistance to the Socialist Republic of Viet Nam for
the Corporatization and Corporate Governance. Manila (TA No. 3353 approved on 21 December 1999 for $1.6
million); and ADB. 1999. Technical Assistance to the Socialist Republic of Viet Nam for the SOE Diagnostic Audit.
Manila (TA No. 3354 approved on 21 December 1999 for $1.4 million).
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financial discipline on SOEs; and (iv) enhance labor mobility to facilitate SOE reform by making
the social insurance system more flexible. The Program also supported pilot corporatization of
four SOEs to gain experience aimed at improving the corporatization process, and
strengthening institutional capacity. ADB funded a sector study (under TA 3353-VIE) in 2004 to
explore option for further ADB support to SOE reform. Key lessons from ADB experience are
that SOE reform can be slow, require extensive consultations, and requires long-term
commitments of resources and qualified expertise.

  v. Activities of Other Development Partners

231. Other multilateral funding agencies supporting PAR implementation include the EU
(public financial management), UNDP (building capacity of PAR steering committee and legal
reform), and the World Bank (public financial management and custom modernization). Bilateral
support is being provided by Australia, Belgium (provincial PAR), Canada (cofinancing UNDP’s
PAR project), Denmark (National Assembly and Office of Government), Finland (provincial
planning), Germany (state audit), Netherlands, Norway (cofinancing PAR project), Sweden
(cofinancing UNDP’s PAR project), Switzerland (cofinancing PAR project and provincial PAR
implementation), UK (cofinancing World Bank support), and USA (legal reform). Multilateral
funding agencies that have supported SOE reform in recent years include ADB, World Bank,
IFC, AusAID, DANIDA, ASEM, GTZ, Japan PHRD, and UNDP. Funding agency coordination is
especially important because of the large number of funding agencies involved in public
administration and SOE reforms. ADB will support Government efforts to take a more proactive
role in funding agency coordination. ADB will continue to participate in relevant funding agency
working groups, and seek opportunities to cooperate with other funding agencies in
implementing PAR and SOE reform activities.

  vi. ADB’s Strategy and Possible Assistance

232. ADB aims to support the Government in achieving its PAR goal “to develop democratic,
professional, modern, effective and efficiency administration and governance and reduce
corruption”. As noted in the governance thematic assessment, a key element of ADB’s strategy
is to mainstream governance initiatives in all core operational activities. The core expected
outcomes of ADB initiatives are to the following:

(i) Reduce corruption and control money laundering.
(ii) Increase transparency and accountability.
(iii) Improve public service delivery.
(iv) Increase investment efficiency.

233. With several funding agencies planning to reduce support to SOE reform, ADB has an
opportunity to build on past initiatives and to consolidate its leading role in external support to
SOE reform. ADB recognizes that SOE reform is a long-term process and will not be effectively
addressed solely by stand-alone projects. Thus, ADB will consider extending a multi-tranche
sector loan to support ongoing reforms. Potential interventions might include: (i) providing long
term capital to the Government to facilitate SOE reform; (ii) review criteria for SOE reform target-
setting; (iii) revise reform targets; (iii) assist selected enterprises in restructuring, equitization,
and listing process; and (iv) raise SOE corporate governance standards.
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  vii. Implementation and Monitoring Mechanisms

234. The draft SEDP includes a limited number of governance and SOE reform indicators as
part of its monitoring system. The Government has committed to additional governance-related
outcomes under the multi-funding agency PRSC operations and agreements with the IMF. The
Government has recently strengthened the monitoring of PAR implementation54. Ministries and
local authorities are required to provide monthly reports on PAR implementation and progress is
discussed at monthly cabinet meetings.

235. Key expected outcomes of direct ADB efforts to support improved governance, and the
key planned activities to achieve these outcomes are presented in the following table. Other
governance outcome indicators are included in relevant sector assessments (e.g., the financial
and private sector development assessments).

Table A3.16: Public Administration Reform and State-Owned Enterprise Reform Sector
Road Map

Item 2000 2005 2010 2015 2020
A. Sector Outcomes
-Improvement in public
perceptions about
transparency and
accountability

Increasing
national
concern about
lack of
transparency
and
accountability

PAR addresses
concerns, but
concerns about
slow pace of
implementation

PAR data,
(including from
citizens report
cards) show
perceptions
are improving.

PAR data,
(including from
citizens report
cards) show
perceptions
are improving.

PAR data, (e.g.,
citizen report
cards) show
progress.
Regional
recognition for
improvement.

-Less inter-province
disparities, in perceptions
of quality of public
services

Data not
available

PAR diagnostic
studies

PAR data
show
improvements
across most
provinces.

PAR data
show
improvements
across most
provinces.

PAR data show
improvements
across most
provinces.

Steady improvement in
HDI (UNDP)

.695 .704 (2003) >.725 >.75 >.775

B.  Sector Outputs
1.   Public administration reform
Results based planning
and monitoring system
introduced.

Most planning
is input/output
focused.

SEDP includes
results based
outcomes, and
in-built
monitoring
system.

SEDP
monitoring
being
implemented.
-Results based
approaches
used for plans
in all ministries
and 30% of
provinces

Results based
approaches
being used to
develop plans
in all ministries
and 70% of
provinces.

Results based
approaches being
used to develop
plans in all
ministries and all
provinces.

-introduction of e-
government initiatives.

None Un-
coordinated
ad-hoc pilot
activities.
Legal basis
emerging.

Legal basis
established. E-
government
pilots
evaluated.

Regular use of
E-Government
in public
service
delivery.

Viet Nam is one of
the leading
ASEAN E-
government
users.

-widespread use of
citizens report cards

None Pilot use Systematic
use in 30% of
provinces.

Systematic
use in 70% of
provinces.

Systematic use in
all provinces.

54  Decision No. 276 on 27 February 2004.
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-increased use of MTEF
in ministries and
provinces

Very limited us Pilot-test
MTEF in 4
central
ministries & 4
provinces.

MTEF used in
all central
ministries and
30% of
provinces

MTEF used in
all central
ministries and
all provinces

2. SOE Reform
State capital in SOEs
transferred to the private
sector

< 10% of
capital
transferred

15% 25%

Number of GCs equitized 0 10 15
Total number of SOEs
equitized

2,570 4,500 5,000

Corruption. See separate section on anticorruption.
Lack of transparency and accountability. This contributes directly to corruption
problems and to suboptimal allocations of national resources.
Capacity in planning and public finance needs to be strengthened.
Inefficient and variable public service delivery. Quality is variable. This contributes to
regional disparities in human development, per capita incomes, and employment growth.
Weaknesses in civil service capacity and administration.

C. Sector Issues
 and Constraints

SOE reform
• Poor corporate governance
• Slow progress with equitization and corporatization
• Need to strengthen institutional (legal and policy) framework to manage SOEs

D.    Actions, Milestones, and Investments By Agency
By Issue Schedule

ADB
Others/
External Gov’t

1. Mainstreaming Achieving substantive progress will
require effective mainstreaming of
governance concerns in most core ADB
operations

Ongoing 

2. Loans
Support the
Implementation of PAR
MP Cluster –Subprogram
II

Improve quality of public servants through
modernized
Training models and channels.

2007 TBD
(France,
Switzer
land)

SOE Reform Loan  Improve corporate governance of
selected and strategic general
corporations

2006

3. TAs
§ Results Based

Assessment of Poverty
Reduction and Growth
(TA-4612)

Assist in the formulation and
implementation of results-based poverty
reduction and growth strategy

2006  Poverty
Reduction

Fund

§ Support to TT Hue and
Quang Tri Provinces
(TA-4644)

Assist the two provinces to formulate and
implement the strategy and programs for
faster and sustainable growth and
poverty reduction.

2006  Poverty
Reduction

Fund

§ Capacity Building
Support to Dak Nong
Province (TA-4679)

Strengthen capacity of Dak Nong
province for socioeconomic development
planning to improve poverty reduction
and economic growth performance

2006  Poverty
Reduction

Fund

ADB = Asian Development Bank, Gov’t = Government, HDI = human development index, MTEF = Medium-Term
Expenditure Framework, PAR = public administration reform, SEDP = Socio-Economic Development Plan 2006–2010,
SOE = state-owned enterprise, UNDP = United Nations Development Program.
Sources: SEDP and PAR documents.
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 3. Economic Growth: Financial Intermediation

 a. Nonbank and Rural Financial Services

 i. Background

236. Poor access to finance (debt or equity) is often cited as a key obstacle to private sector
and SME development. While much of the basic financial sector legal and institutional
framework has been established, implementation is still limited and financial intermediation
remains low. Factors that inhibit private sector access to finance include prioritized lending to
SOEs, restrictions on competition by foreign banks, high collateral requirements, limited project
appraisal and business review capacity, and lack of transparent financial information. While the
share of banking credit allocated to the private sector has been increasing (from 34.1% in 1994
to 60.4% in 2003), many firms cannot accommodate the bank requirement for 100%
collateralization. Small firms are often reluctant to accept third-party equity investments because
of the additional reporting and governance requirements, and because of concerns about
loosing management control. And most SMEs are too small to access investment funds.
Foreign investors tend to invest only in larger equitized companies or foreign-owned companies
and overlook private Vietnamese companies. National strategies to expand rural finance have
been pursued mainly through the state sector using specialized banks and credit unions.

 b. Issues and Development Challenges

 i. Key Subsectors

237. Banking Industry. Weaknesses in financial intermediation result in resource
misallocation, thus contributing to suboptimal investment efficiency. Concerns about
nonperforming loans undermine public confidence in the financial system. State-owned
commercial banks still provide over 70% of bank credit. While several joint-stock banks have
opened up to equity investments from foreign investors, additional investments could help to
further strengthen the banking system.

238. The nonbank sector (including leasing, insurance, private equity fund, microfinance
institutions, credit guarantee and the securities market) is underdeveloped and plays a limited
role in economic development. The development of the nonbank sector is constrained by limited
institutional and human capacity.

239. The commercial bond market remains poorly developed. The bond market mostly
comprises Government dated securities of 5–10 year-maturity with the state-owned commercial
banks and insurance companies the major investors. There were 158 open market operations
sessions in 2005, with total trading volume of D102,479 billion. There have been few municipal
bond issues, and only two corporate bond issues have been so far listed. Bond market
development, especially government bonds, is a key priority in Viet Nam securities market
development strategy to 2010. The debt market and associated legal and regulatory framework
and infrastructure need to be developed with a view to its subsequent integration with regional
bond markets under the Asian bond market Initiative.

240. The insurance industry has experienced remarkable growth in recent years. The
Insurance Law (April 2001) allows foreign joint venture insurance companies, and wholly foreign
owned subsidiary branches to operate in Viet Nam. There are 28 insurance firms providing life
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insurance, non life insurance, re-insurance, and intermediary insurance (2 state-owned, 11 joint
stock companies, and 15 foreign-invested enterprises). Unlike in most developing countries,
Viet Nam’s life insurance market is larger than non-life insurance. Gross premiums grew by 48%
in 2003, and 19% in 2004. Viet Nam’s insurance penetration rate increased from 1.72% of GDP
in 2003 to 2.03% in 2005. Foreign investment licenses were recently issues for three life, and
one casualty, insurance businesses. Despite recent impressive growth, and Government’s
efforts to improve the regulatory framework and supervisory capacity, significant gaps still need
to be addressed, including improving accounting and auditing regulations and standards,
corporate governance, capital requirements, and supervision capacity.

241. The pension fund industry lags behind the broader insurance industry with just one
state-managed pension fund (the State Social Insurance Fund) for public servants, but no funds
for private sector workers. The absence of pension funds for private sector workers slows down
capital market development and discourages shifts from public to private sector employment

242. Securities Market. Total securities market capitalization (including bonds) is equivalent
to 5.3% of GDP. The total value of the companies listed on the official stock market remains
small, amounting to less than 1% of GDP (compared with over 40% for the PRC, 34% for
Indonesia, and about 71% for Thailand). Vinamilk listed on the Ho Chi Minh City stock exchange
in January 2006 and doubled the market capitalization. There were about 30 companies
officially listed in Ho Chi Minh City, and 4 in Hanoi, with a combined market capitalization of
about $1 billion in January 2006. More large listings are expected: stock market capitalization
could soon reach $2 billion by the end of 2006. Shares of many unlisted joint stock companies
are traded in the unregulated market.55 State holdings of equity in listed companies account for
roughly 30% of shares, contributing to low liquidity. Government efforts to promote securities
market development include (i) raising the foreign ownership ceiling to 49% for listed companies
and (ii) identifying 75 SOEs for mandatory listing.

243. There are 6 licensed investment fund management companies and 14 securities
companies. The scope of regulation for share issuance to public in the securities markets
remains narrow. State enterprises have enjoyed preferential access to financing and limited
pressure for financial disclosure; hence, they have had limited incentive to raise funds via
securities markets. Most private enterprises remain small with rudimentary financial accounting
and disclosure. Larger firms are beginning to emerge with improved corporate governance, and
interest in raising funds on the securities markets is expected to increase.

244. The leasing industry remains a small segment in the financial sector with leased assets
amounting to D7.2 trillion in 2004 and D8.9 trillion in 2005. There are currently nine leasing
companies, including six Vietnamese companies and three foreign invested companies.
Development of the leasing industry is constrained by an inadequate regulatory framework,
especially with regards to registration of leased contracts and assets, lengthy and costly
foreclosure procedures, limited funding sources, range of products offered, and public
awareness of leasing operations. ADB has been supporting leasing industry development.

55  Stock trading volume in the unregulated market has been estimated at three to six times that traded on official
markets.
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245. Rural Finance. The Viet Nam Bank for Agriculture and Rural Development (VBARD)
has about 4 million clients; the Social Policy Bank (SPB) has about 2.5 million,56 and the Central
Credit Fund (CCF) and affiliated people’s credit funds (PCFs) have almost 1 million.57 VBARD,
the CCF/PCF network, and SPB represent over 90% of total outreach. While expansion has
been impressive, nearly half of rural poor households still do not have access to formal financial
services. Semiformal rural financial services consist of (i) Government ministries providing
microfinance services; (ii) mass organizations including the Viet Nam Women’s Union (VWU),
the Viet Nam Farmer’s Union (VFU), and the Viet Nam Youth Union (VYU); and (iii) some 58
international NGOs that support microfinance programs, mostly channeled through the mass
organizations. Most deliver services at below-market interest rates.

 ii. Institutional challenges

246. Supply Side. There are clear signals of increasing public demand for saving vehicles.
Life insurance policies are growing dramatically in size, and there is an active gray secondary
market for shares in unlisted equitized enterprises. With demand and supply for funding
increasing, the challenge is to develop the institutions to ensure efficient allocation of funds.

247. An accounting and auditing system is being developed gradually. While the Vietnamese
Accounting Law was issued in 2003, there is still need to strengthen accounting standards, and
the quality of auditing. There is a gradual move towards International Financial Reporting
Standard (IFRS), but listed companies do not necessarily comply with IFRS requirements. The
MOF continues to issue auditing statements that have been adapted from International
Standards on Auditing (ISA) with some modifications.

248. Human and institutional capacities remain a constraint. Skills for credit assessment, risk
management, accounting and auditing, asset valuation, business planning, and marketing still
need to be developed.

249. Interest Rate Policies. Rural financial services have been characterized by a mix of
market and subsidized interest rates, and a focus on credit. Savings mobilization has suffered.

250. Regulatory Framework for Microfinance Institutions (MFIs). A decree on the MFIs
was issued in March 200558 to helps clarify the scope of MFI operations. Rural credit institutions
are subject to the same inspection regime as other financial institutions. SPB is not subject to
prudential supervision even though it is authorized to mobilize deposits. However, many details
have still to be decided. ADB TA support is assisting SBV to finalize these regulations.59

56 The SPB was established in 2003, taking over the portfolio of the Viet Nam Bank for the Poor (VBH). It is meant to
be the channel for Government provision of subsidized for social objectives. State owned commercial banks
(particularly VBARD) are meant to be relieved of the cost of subsidized loan programs, but VBARD continues to
support the delivery of the SPB services. Due to its subsidized interest rates, SPB does not mobilize significant
deposits—less than 1% of its financial resources come from savings.

57  CCF is partly owned by SBV and partly by its member PCFs. PCFs are owned by their members.
58  Decree No. 28/2005/ND-CP (9 March 2005).
59  ADB. 2005. Technical Assistance to the Socialist Republic of Viet Nam for Implementing the Regulatory and

Supervisory Regime for Microfinance. Manila (TA No. 4638 approved on 29 August 2005 for $250,000). Earlier
ADB support has helped in initial preparations of (i) supervisory and regulatory procedures, (ii) accounting and
financial reporting requirements, (iii) manuals for onsite and offsite supervision and reporting formats, and (iv)
reporting and disclosure requirements for MFIs whose is too small for formal regulation.
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 iii. Government’s Development Strategy

251. A strategy60 and action plan61 for securities market development up to 2010 were
approved in mid-2003. The main objectives are to develop a securities market in line with the
national development needs, and international standards, to gradually integrate into regional
and world financial markets. The aim is to link the development of the securities market with
development of the money, capital, and insurance markets, and to increase the size and scope
of the securities market, to reach a total market capitalization of 10-15% of GDP by 2010. This
would require the securities markets to attract investment funds equivalent to 38% of GDP. A
securities law (drafted with ADB TA support)62 is expected to be soon approved.

252. The accounting and auditing system is being developed gradually. Insurance penetration
is expected to reach 4.2% of GDP by 2010. The Government aims to increase the charter
capital of the insurance companies and strengthen its risk assessment systems and procedures.
Efforts are to be made to continue to promote better interaction among the different government
ministries and the leasing companies to expand leasing in Viet Nam. WTO accession will
expose Vietnamese businesses to increased competition, and a strong financial system will be
needed to respond to this competition.

253. Previously the Government tried to develop rural finance through state-owned banks, the
CCF/PCFs, and mass organizations like VWU. Recently, policy makers have recognized that
MFIs can make an important contribution, particularly in extending outreach into the more
remote areas. Decree 28 lays the foundations for development of MFIs, and also suggests a
Government desire to maintain tight controls on microfinance provided by private and foreign
investors and development partners.

  iv. Asian Development Bank Experience

254. ADB played a leading role in supporting the development of the nonbank financial
sector. ADB has supported the Government implement financial sector development through
the first Financial Sector Program Loan (FSPL),63 the State Enterprise Reform and Corporate
Governance Program Loan,64 and the ongoing second FSPL,65 which is supporting alternative
channels of financial intermediation (insurance, leasing, money and capital markets). Follow-up
support is envisaged. ADB is also supporting the development of the social security system and
housing finance industry. A draft social security law has been developed, and housing loans are
being provided to the lower-income group through housing finance intermediaries under the
ADB Housing Finance Project. A decree on money laundering (drafted with ADB TA support)66

60  Prime Minister Decision No 163 (May 2003).
61  Approved in August 2003.
62  ADB. 2002. Technical Assistance to the Socialist Republic of Viet Nam for Capacity Building for the Financial

Sector and Capital Market. Manila (TA No. 4035 approved on 13 December 2002).
63  ADB. 1996. Report and Recommendation of the President to the Board of Directors on Proposed Loan to the

Socialist Republic of Viet Nam for the Financial Sector Program Loan. Manila (Loan 1485, approved on 19
November 1996)

64  ADB. 1999. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the
Socialist Republic of Viet Nam for the State-owned Enterprise Reform and Corporate Governance Program Loan. .
Manila (Loans 1733 and 1734 approved on 21 December 1999).

65  ADB. 2002. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the
Socialist Republic of Viet Nam for the Financial Sector Program Loan II. Manila (Loan 1932, approved on 20
November 2002),

66  ADB. 2002. Technical Assistance to the Socialist Republic of Viet Nam for the Capacity Building for Non-Bank
Financial Institutions and Capital Markets. Manila (TA No. 4035, approved 13 December 2002). The decree was
issued on 6 June 2005 and became effective on 1 August 2005.
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became effective on 1 August 2005. ADB will also support implementation of this decree. ADB
TA support has also been provided to help strengthen the capacity of the nonblank financial
institutions and the market regulators.

255. Rural Finance. ADB has provided credit lines through two projects to support increased
access to rural finance.67 More recently, ADB has taken a “financial systems” development
approach, consistent with ADB’s Microfinance Development Strategy. ADB’s has revised its
strategy, taking into account experience, to focus on ensuring permanent access to institutional
financial services for a majority of poor and low-income households and their microenterprises.

 v. Activities of Other Development Partners

256. World Bank and IMF are supporting Government efforts to strengthen financial
intermediation. ADB provided complementary assistance under a financial sector program loan
aimed at developing alternative channels of financial intermediation. Other funding agencies
supporting the nonbanking sector include the World Bank/EU ASEM Trust Fund for capacity
building, linking the equitization process with market development and investor education; GTZ
support to establish a depository and clearing center; Switzerland support for the State
Securities Commission (SSC) to develop the securities market; IIMA (Japan) is providing
training and advisory services related to bond market legal framework, OTC government bond
market, settlement system for the bond market, and human resource development under the
Asian bond market initiative; NRI (Japan) is assisting the MOF to develop the corporate bond
market; USTDA has recently approved assistance to assess needs related to developing a
municipal bond market, and; USAID is supporting the SSC to develop a decree on unlisted
shares.

257. Rural Finance. Some 58 international NGOs support microfinance projects and
programs, for the most part channeled through the mass organizations. Under the World Bank
Second Rural Finance Project, the Viet Nam Bank for Industrial Development (BIDV) has been
appointed to accredit MFIs that satisfy eligibility criteria and to provide wholesale credit to MFIs
for onlending.

 vi. Asian Development Bank's Strategy

258. Development of the nonbanking sector can be accelerated with the coordinated support
of several funding agencies. Key challenges are to (i) adopt measures to accelerate the building
of key institutions and human resources for the financial sector, and (ii) provide mechanisms to
meet immediate funding needs while avoiding undermining efforts to build a market-based
financial sector. Satisfying the increasing demand for capital in the public and private sectors
will require that financial resources be both increased, and allocated more efficiently. ADB's
strategy it to adopt a three-pronged approach to supporting financial sector development as
discussed below.

67  ADB. 1996. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the
Socialist Republic of Viet Nam for the Rural Credit Project. Manila  (Loan 1475 approved in 1996) and Report and
Recommendation of the President to the Board of Directors on Proposed Loans to the Socialist Republic of Viet
Nam for the Rural Enterprise Development Project. Manila (Loan 1802 approved in 2000).
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(i) Making Long-Term Commitment to the Nonbanking
Sector

259. First, ADB will commit to long-term support to develop the securities, insurance and
leasing subsectors. ADB will focus on strengthening the relevant regulatory agencies (i) helping
formulate long-term strategies for sector development, and (ii) promoting key industry
associations through training and interactions with the relevant Government ministries. The
focus will be to build on ongoing initiatives. Following on ADB support to the SSC to draft a
comprehensive securities law, ADB will support the capacity building needed to ensure effective
enforcement of this legislation and the foundations of capital market development. ADB will also
continue to promote the development of leasing services. ADB has recently extended its
support to analyze bond market and pension issues.

(ii) Establishing the Financial Infrastructure

260. Second, ADB will continue to provide assistance to the Government for establishing the
financial infrastructure. While going beyond the scope of the nonbank sector, the need to
establish the financial infrastructure to enhance stability and promote public confidence in the
system is an indispensable aspect of financial sector development. ADB has supported the
establishment of several systems and institutions. These include the Credit Information Center,
secured transactions system and the Deposit Insurance Corporation under FSPL I and the
accounting and auditing systems and the anti-money-laundering regime under FSPL II.

261. ADB's assistance should continue to ensure effective functioning of the infrastructure
and institutions established under previous Programs. However, given the magnitude of issues
and training requirements involved, ADB's role in establishing each system or institution should
be clearly defined and limited in scope. In the accounting and auditing system, for example, the
intent under FSPL II has been to enlarge the role of the accounting association so that it may
assume a self-regulatory function in the future.

 (iii) Private Sector Operations

262. ADB will consider supporting the equitization (i.e., partial privatization) of its SOCBs and
the restructuring of other qualified national banks. There is also considerable scope for ADB’s
private sector operations to make targeted investments and other interventions in the sector.
Potential areas of intervention are discussed below.

263. Structured Finance. ADB’s structured finance interventions could target: (i) the
resolution of nonperforming loans (NPL), (ii) securitization, and (iii) other structured financing
such as the financing of acquisitions. High levels of NPLs impede banks’ performance as
resources and capital are tied up in unproductive financial holdings and idle assets. This leads
to a depletion of loanable funds, resulting in slower credit and economic growth as enterprises
cannot access capital. The development of securitization can help deepen and broaden capital
markets, benefiting both issuers and investors. Banks and corporate issuers benefit from (i)
regulatory capital relief and liberated funds for new loans, (ii) lower overall interest expense, and
(iii) better performance metrics thus lowering the bank’s or firm’s overall financing cost. ADB
could add value by providing credit guarantees to enhance the ratings of new securitization
issuances and encourage investors to this relatively nascent asset class in Asia.

264. Investment Funds. ADB’s investment funds operations (IFOs) can help stimulate the
financing of entrepreneurial activity and increases access to debt financing in its DMCs. IFOs
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operations may include (i) contribute to the growth and sustainability of Asia’s private equity
industry, (ii) support institution-building and skills development, and (iii) help strengthen
corporate governance and environmental standards.

265. ADB private sector operations can also involve working with banks, insurance
companies, nonbank credit companies, leasing companies, exchanges, depositaries, etc.
Combining public and private sector modalities, ADB Interventions may include (i) creating an
enabling environment (regulation, supervision, capacity building, and financial infrastructure); (ii)
the resolution of specific problem institutions (restructuring, recapitalization, and privatization);
(iii) the filling of market gaps through creation of new institutions (specialized lenders,
exchanges, credit ratings agencies, credit information centers, depositories, giro systems, etc.;
(iv) the provision of regulatory capital (equity, subordinated debt, other capital instruments) to
key institutions to support capital ratios and asset expansion; (v) the provision of funding
(additional liquidity, longer term, foreign currencies, etc.) to key institutions to expand assets
and improve asset-liability management; and (vi) targeted lending programs to priority sectors.

  (iv) Rural Finance

266. ADBs vision for the rural and microfinance sector is that of a growing market-oriented
formal sector, consisting of commercial banks and MFIs, which are linked to the formal banking
sector through commercial relationships. ADB’s strategy focuses on (i) creating a policy
environment conducive to microfinance, (ii) developing financial infrastructure, (iii) building
viable institutions, (iv) supporting pro-poor innovations, and (v) supporting social intermediation.
MFI projects should focus on institutional sustainability, and in time the sector should be served
primarily by fully licensed, regulated, and supervised MFIs that are profit-oriented. ADB support
will depend on further improvements in the regulatory framework are adequate. ADB may
support a sector development loan, with policy and investment components. Potential policy
areas to be addressed include (i) further interest rate liberalization, (ii) refinements to the
microfinance regulatory and tax regime (based on experiences in implementing new
regulations), (iii) continued VBARD restructuring, (iv) reforms in SPB to reduce distortions in the
marked, and (v) delegation of MFI supervision to an appropriate institution.

  vii. Monitoring and Implementation Issues

267. Progress in all intervention will be closely monitored. ADB will work closely with the
Government to strengthen capacity to monitor sector development performance and issues.

Table A3.17: Sector Road Map for Monitoring Development Results

Item 2000 2005 2010 2015 2020
A. Sector Outcomes
Total securities listing value
(D trillion)

45.2 150–160 300400 500–600

Listed companies 32 400 700 1,200
Equity Market cap (% of GDP) 0.5 2 5 10
Listing bonds value (% of GDP) 3.5 4 4.5 5
Insurance: Revenue from
premium (% of GDP)

2.3 4.2 5.5 6

No. of Leasing companies 9 20 30 35
Total Leased Assets (D trillion) 8.9 + 20% +30% +35%
Clients served by licensed MFIs 50,000 80,000 300,000 1 million 2 million
Annual volume of MFI lending  N/A $24 million $150 million $700 million $2 billion
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B. Sector Outputs
Modernizing securities trading
system and other related
technology infrastructure

Market at a
nascent
stage

Convert HSTC
into stock
exchange.
Initiate second-
tier board for
SME companies

Second-tier
board for SME
companies
established and
operational

Improve
technology in
line with world
standards

Improve corporate
governance and disclosure
standards

Not
introduced

Introduced Improve in line
with international
standards

Improve and
sustain

Improve and
sustain

International accounting
standards for insurance
companies

None Initiate 2006 Implement Improve in line
with international
requirements

Continuing

Expedite setting up pension
schemes for private-sector
workers.

Only public
sector
pension
schemes

Initiate for
private sector
employees

Implement and
expand
coverage

Expand
coverage

Expand
coverage

Liberalization of interest rates VBARD interest
rates still
influenced by
SBV

VBARD sets
interest rates
without SBV
influence

SPB ends
subsidized
lending

• The nonbank sector remains small and limited in its role within the economy.
• Avenues to mobilize resources from the market to provide long-term funds and

investment capital, largely lacking. The amount and size of issuers and listed
companies on the securities markets remain small; the growth of listed companies is
very slow

• The inactive government securities market, together with the inactive primary
market, is one of the two core impediments to Viet Nam’s capital market
development

• Very little effort has been directed towards the development of the bond market as
an alternative means of capital formation for corporations.

• Need to strengthen the accounting standards and quality of audit
• Resources and regulatory constraints impede growth of leasing and investment

companies.
• Formal housing finance is still underdeveloped; need to develop legal basis for

mortgages.
• Absence of pension coverage for private sector employees

C. Sector Issues and
Constraints

Rural Finance
• Regulatory and supervisory framework for MFI remains unclear and unnecessarily

restrictive.
• Interest rates continue to be unduly influenced by SBV, crowding out investment

and distorting financial sector; SPB subsidizes lending
• Mass organization delivering NGO sponsored MFI services are not subject to any

governance regime designed for financial institutions or businesses and are not
professionally and transparently managed

• Weak capacity of MFIs.
D. Actions, Milestones, and Investments By Agency

Schedule ADB Others/External Gov’t
1. Loans
(i) Financial Sector
Development Program III

Improve access to finance;
increase range of financial
services and tailored
financial instruments with
appropriate market
infrastructure to develop a
more competitive & stable
financial system.

2007 AFD
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2. TAs
PPTA for preparing FSPL III Help prepare a medium term

development program for
the financial sector

2005-06 

AOTA to implement AML
Decree

Strengthen the anti-money
laundering (AML) regime
and combat money
laundering effectively to
strengthen the financial
system and

2005-2006 

AOTA –Capacity Building for
FSPL III

Build capacity and facilitate
implementation of FSPL III

2007-08 

E. Rural Finance
1. Loans
Microfinance Sector Reform
Program

Addresses the rural finance
policy issues identified in
this assessment.

2008

2. TAs
VBARD Risk Mgt VBARD risk management 2005
Implementing regulatory and
supervisory framework for
microfinance

Improved regulations and
supervision

2006

Piggy-backed TA to
Microfinance Sector Reform
Program

Support implementation of
proposed policy and
institutional reforms

2008

AFD = Agence Francaise de Developpement, AML = anti-money laundering, AOTA = advisory and operational technical
assistance, FSPL = Financial Sector Program Loan, GDP = gross domestic product, HSTC = Hanoi Stock Trading Center,
MFI = multilateral financial institutions, SBV = State Bank of Viet Nam, SME = small- and medium-sized enterprise,
VBARD = Viet Nam Bank for Rural Development.
Source: Socio-Economic Development Plan 2006–2010.

C. Social Equity

268. Socially inclusive development will be crucial to achieving poverty reduction goals and
other VDGs. Improvements in public services aimed at human resource development to sustain
economic growth. Private investors are increasingly identifying shortages of skilled and
semiskilled workers as a bottleneck to business development. Reducing regional gaps in social
development indicators will also be important in promoting balanced economic development.
ADB will ensure that its support for preventive health, secondary education and training include
targeted interventions to reach the poor and vulnerable. Significant pockets of entrenched
poverty remain in Viet Nam. Specifically targeted poverty reduction programs are needed to
reach these areas and address their particular development constraints.

 1. Poverty Reduction Support Credit

269. The poverty reduction support credit (PRSC) supports Viet Nam’s overall reform
program. The PRSC is a vehicle for ADB, the World Bank, and other funding agencies to
engage the Government on broad poverty reduction policy issues. Expected outcomes of
PRSCs include (i) reducing structural weaknesses and improving the business environment, (ii)
promoting socially inclusive and environmentally sustainable development, and (iii) modernizing
governance. The PRSC rewards good performance during the previous year. One of the
strengths of the PRSC is that all funding agencies can participate, regardless of financial input.
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The PRSC involves 16 participating funding agencies and 24 government agencies. The
number of cofinanciers has been increasing every year since the inception of the first PRSC
initiated in 2002. The total PRSC funding has ranged from $120 million to more than $200
million annually.

270. The PRSC is an example of joint funding agency coordination in financing a program-
based approach and providing budget support. Such coordination embodies the tenets set forth
in the Rome Declaration on harmonizing procedures of multilateral development banks and the
Paris Declaration on Aid Effectiveness. The practical benefit of this coordinated approach is to
reduce transaction cost of both the Government and funding agencies. This approach enables
each funding agency to focus its energy on its areas of expertise and comparative advantage,
while coordinating with other funding agencies to produce a truly comprehensive poverty
reduction and growth program. PRSC operations also offer a large and increasing number of
funding agencies to coordinate and share information regarding individual interventions.

271. ADB will continue to support the PRSC through poverty assessments, support for the
annual Viet Nam Development Reports with the World Bank and other funding agencies, and
specialized technical studies, like the recent support for the drafting of anti-money-laundering
and microfinance institution decrees.

 2. Secondary Education

 a. Introduction

272. Education is strongly linked to economic growth. Investment in education is one of the
Government’s key priorities for investing in Viet Nam’s long-term socioeconomic development.
The key aim of the SEDP is to promote rapid human resource development to meet labor needs
in a highly competitive market economy. The importance of education and training is also
recognized in the MDGs and VDGs. Specific MDG-related targets in the SEDP68 include (i)
increase the primary enrollment to 99% by 2010; (ii) increase the rate of lower secondary
enrollment to 90% by 2010; (iii) increase upper secondary enrollment to 50% by 2010; (iv)
achieve gender parity at the primary and secondary levels by 2010; (v) eradicate illiteracy in
women under 40 years age by 2010; (vi) reduce child (<5 years) malnutrition rate to 20% by
2010; and (vii) mitigate inequality in the ethnic minorities and preserve the reading and writing
ability of ethnic languages. The SEDP stresses that innovation in education and training system
and enhancement of training activities are essential to Viet Nam’s industrialization and
modernization. The SEDP states that total development investment in training education will
increase, from an average 4.1% of total development investment from 2001-2005, to an
average 4.6% from 2006-2010.69

273. Sustained efforts committed by the Government and funding agency partners are
generating results. An interim review of the Education Sector Development Plan (ESDP) 2001–
2010, found good progress in improving access to learning through both formal schooling and
non-formal education from 2001–2005. Early child care and education (ECCE) has gradually
expanded under the National Education for all Action Plan (NEFAP).70 The primary education
enrollment rate reached 97.7% in 2003. Viet Nam is very likely to achieving MDG goals for
universal primary education. Gross enrollment rate of lower secondary education reached 85%

68 Government of Viet Nam. 2006. Socio-Economic Development Plan 2006–2010 (SEDP). Hanoi (p. 127).
69  SEDP (page 253 of April 2006 draft).
70 Socialist Republic of Viet Nam, 2003. National Education For All Action Plan 2003 2015. Hanoi: Education

Publishing House.
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in 2005, and upper secondary education enrollment reached 50% in 2005, ahead of SEDP
2001-2005 targets (footnote 71). Many universities and colleges are being transformed to
provide graduates with knowledge and skills required in a market economy. However, the
education and training sector still faces major challenges in achieving equity, effectiveness, and
sustainability.

 b. Sector Issues and Development Challenges

274. Early Child Care and Education. MOET considers ECCE a new priority area in
connection with the readiness for primary education and importance of parental education.
However, due to a limited recourses, ECCE coverage of is still low in remote areas. Costs are
high and often beyond the financial means of disadvantaged families. It is difficult to retain well-
qualified teachers. Facilities, equipment and learning material are in short supply. MOET
prepared a national ECCE strategy (approved in December 2005) with ADB assistance.
Priorities for investment include infrastructure improvement, curriculum revision, teacher
training, and ECCE management.

275. Primary Education. With universal primary education almost attained, NEFAP policy
targets have shifted to improving quality, relevance and management. Primary curriculum has
recently been reformed to mitigate children’s overload by about 20%. Yet, in disadvantaged
areas, even the new curriculum is considered still too difficult. Continuous assessment and
adjustment to ensure improved learning outcomes are required. Education planners and
administrators of all levels lack appropriate management training opportunities. Average teacher
remuneration is low, and flexibility is lacking in the recruitment, posting and transfer of teachers.
The limited instruction time caused by double-shift of lessons undermines teacher’s motivation.

276. Secondary Education. Universal lower-secondary education and expansion of upper
secondary education are key education sector goals. Lower-secondary education has increased
rapidly exceeding targeted enrollment rates for 2005. Indictors of internal efficiency—including
age group completion rates, pupil–teacher ratios, and average learning outcomes—have also
improved as a result of increase investments. About 93.8% of lower-secondary teachers, and
98.2% of upper-secondary teachers are qualified. However, gaps remain in service delivery by
gender, region, and ethnic nature. Limited learning opportunities for adequate and relevant skills
for disadvantaged groups, including female students, ethnic minorities, disabled children, and
students in remote areas, persist. Overall reform and decentralization of policy planning and
administration are ongoing, but capacity development of local education authorities need to be
accelerated. Improved resource management is needed to improve efficiency and financial
sustainability. Targeted policy reforms are needed to improve resource management.

277. Technical and Vocational Education and Training. Weaknesses in technical and
vocational education and training (TVET) are becoming an increasingly important constraint.
ADB has worked with the Ministry of Labor, Invalids and Social Affairs to develop TVET. Key
TVET challenges include (i) how to combine general education and vocational training most
effectively and (ii) how to develop the students’ skills and knowledge to meet future employers’
expectations with limited specialized equipment and old-fashioned curriculum.71 In addition,
TVET students tend to be treated as being in the second-class stream and consider themselves

71 World Bank. 2005. Expanding Opportunities and Building Competencies for Young People  A New Agenda for
Secondary Education. Washington, DC.



Appendix 3 163

as less successful.72 Funding agency support is needed to help formulate comprehensive TVET
strategies, curriculum reform, and upgrade facilities and equipment.

278. Tertiary Education. Higher education institution enrollments have grown steadily.
However, there are concerns about low academic standards, and that students spend too much
time studying compulsory subjects. Unit cost for higher education is high, and effective cost-
recovery systems have not yet been established. Private provision of higher education should
be encouraged to responding to increasing demand and to help raise standards. Accreditation
systems need to be developed to ensure the quality of the academic programs.

 c. Government’s Development Strategy

279. Education Sector Policies and Strategies. The SEDP highlights education and
training as a key priority. Sector-specific Government strategies and plans for the education
sector include: (i) Education Strategic Development Plan (ESDP) 2001–2010; (ii) National
Education For all Action Plan (NEFAP) 2003-2015; (iii) Secondary Education Sector Master
Plan (SESMP) 2001–2005; and (v) the draft 5-year Strategic Education Development Plan
(SEdDP) 2006–2010. ESDP policies and priorities—which have functioned as the overarching
sector master plan—need to be updated to reflect the rapid expansion of basic education and
changes in demographic trends in school-aged population. With development of an education
management information system (EMIS), more accurate projections of education needs provide
inputs for more effective policy planning. SESMP is now under review and the new SESMP
covering 2006-2010 will be prepared with support from ADB and other funding agencies.73

280. Government’s Target Areas. The SEDP highlights four major goals: (i) reforming
general education contents and programs; (ii) universalizing lower secondary education; (iii)
improving teaching staff and education management; and (iv) “socializing” education, health,
culture, and sport activities. MOET has prepared supporting action plans covering to (i) reform
kindergarten education, particularly in disadvantaged areas; (ii) universalize lower secondary
education; (iii) extend scope of higher education for technology, economics and public
management; (iv) reform the contents and teaching methods for university, kindergarten and
vocational education; (v) develop framework for quality control; (vi) reform the youth training
system; (vii) incorporate information technology into schooling and teaching; (viii) improve
financial mechanism to foster autonomy of local education authorities; (ix) upgrade kindergarten
and general primary schools to meet the fundamental school quality; (x) prioritize education for
the disadvantaged children; (xi) upgrade school tuition system; (xii) encourage private provision
of education; (xiii) strengthen distant education system; (xiv) promote funding agency
harmonization; and (xv) promote decentralization.

281. Challenges. Government strategies tend to be too general, broad, and overlapping.
ADB is concerned that (i) some strategies are not necessarily consistent with the priorities
and/or approaches applied in the ongoing subsector master plans; (ii) these strategies do not
have any target date and qualitative/quantitative indicators to monitor and evaluate the progress
and impacts of the actions taken; (iii) some critical issues including the quality control of
education, change in the education financial management and tuition system, and promotion of
private provision of education are difficult to address through traditional ODA investment
projects; (iv) sector financial sustainability need to be addressed more clearly; and (v) resource

72 MOET. 2005. Survey on the Needs of Vocational Training for Secondary School Graduates in Rural Viet Nam.
Hanoi.

73 ADB. 2005. Technical Assistance to the Socialist Republic of Viet Nam for Strategic Secondary Education Planning
and Cooperation. Manila.
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management needs to be reviewed and more effective and sustainable education financing
should be explored.

 d. ADB’s Development Experience in Education and Training

282. ADB is a core member of the Education Sector Group (ESG), and has been the lead
funding agency in secondary education and professional education at the secondary level since
1990s. ADB’s assistance covers all major educational inputs including pre- and in-service
teacher training, curriculum reform and revision, textbook development and distribution,
instructional material development, equipment provision, school construction, and management
capacity development. ADB has four ongoing loan projects and one ongoing TA project.
Another loan project is under preparation.

283. An ADB-financed teacher training project (Loan 1718-VIE)74 has upgraded pre-teacher
training in teacher training colleges (TTCs) through curriculum revision, rehabilitation of TTCs,
equipment provision, and overseas training. Planned activities for an ADB financed upper
secondary education development project (Loan 1979-VIE)75 has been substantially
implemented since 2004, including intensive teacher training, overseas training, and civil works.
This Project will be subject to a midterm review in November 2006. An ADB-financed lower
secondary education development project (Loan 2115-VIE)76 started in March 2005, to assist
MOET to improve methodologies for assessing learning outcomes, enhancing foreign language
learning and ICT training, and developing fundamental school quality levels (FSQL) for
secondary education. ADB is also supporting the development of vocational and technical
education system through the Vocational and Technical Education Project approved in 1998
(Loan 1655-VIE).77 A new loan project for upper secondary and professional teacher
development is expected to be approved in 2006. It aims to develop the capacity of TTCs and
improve the quality of upper secondary and professional secondary teachers through pre- and
in-service training. This new project will complement the upper-secondary education
development project (Loan 1979-VIE).

284. A TA project for strategic secondary education planning and cooperation (TA 4603) has
started as ADB’s first program-based approach (PBA) to support Viet Nam’s education sector.
The TA aims to help update the current secondary education master plan for 2001–2010 and
propose more strategic approach to and policy recommendations for realization of universal
quality secondary education. An updated secondary education subsector master plan, a new
funding agency coordination matrix, a priority investment list, and a draft national-wide school
mapping plan will be produced with TA support. A project preparatory TA for an upper and
professional teacher training project is successfully being implemented. A new TA to expand
education access and quality improvement is in the pipeline for 2006.

74 ADB. 1999. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the
Socialist Republic of Viet Nam for the Teacher Training Project. (Loan 1718-VIE, for $25 million, approved on 14
December).

75 ADB. 2002. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the
Socialist Republic of Viet Nam for the Upper Secondary Education Development Project. Manila (Loan 1979-VIE,
for $55 million, approved on 17 December).

76 ADB. 2004. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the
Socialist Republic of Viet Nam for the Second Lower Secondary Education Development Project. Manila (Loan
2115, for $55 million, approved on 26 November).

77 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 Vocational and Technical Education Project. Manila (Loan 1655, for $54
million, approved on 11 December).
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285. Several ADB’s education projects have experienced start-up delays due to delayed
declaration of loan effectiveness or TA letter signing. The performance of many projects has
gradually improved since 2004. The capacity of project implementation units have been
strengthened with ADB support. While close ADB consultation and communication with steering
committee agencies has helped build executing agencies’ ownership and commitment and
smooth implementation, slow and complex procurement approval processes and staff
constraints continue to constrain implementation. The Government and ADB need to continue
working together to resolve these constraints.

 e. Activities of Other Development Partners

286. Overview. Many funding agencies and NGOs have been involved in the education
sector since 1990s. External assistance has helped improve access and the quality of
education. In the last 5 years, ODA funds have financed about 5.5% to 6% of total public
expenditures on education. While basic (general) education has received the highest share of
ODA funds, all levels of education have received substantial assistance from funding agency
partners.

287. Bilateral Partner Agencies. Japan is the major bilateral aid partner. JICA has focused
on primary education through school construction and equipment provision since early 1990.
However, recently it expressed its interest in shifting its focus to secondary education. JICA is
now working as a major program-based approach partner for ADB’s TA project to help prepare
the new secondary education master plan. JBIC has also supported higher education, providing
fellowships for young researchers to upgrade academic qualifications. France is another key
bilateral aid partner, supporting language training, support to research studies, scholarship
provision, and vocational training for youth.

288. Multilateral Funding Agencies. The leading multilateral funding agencies are ADB and
the World Bank. The World Bank has focused on primary education and tertiary education,
while ADB has focused on secondary education. The World Bank and like minded donor group
have been working for deployment of the Mid-Term Expenditure Framework (MTEF) for primary
education in line with NEFAP. UNESCO is the funding agency focal point for NAEFA covering
pre-primary to nonformal education, and is the co-chair of the official consultation meeting
between MOET and funding agency partners. UNESCO has also shifted its priority from primary
to secondary education and has worked as the PBA partner with ADB. UNESCO’s main themes
in secondary education include promotion of girls education, skills development for rural youth,
capacity development of local education authorities, and HIV/AIDS preventive education.
UNICEF acts as a focal point for the United Nations Girls Education Initiatives (UNGEI), and is
also active in ECCE and targeted assistance to education for the ethnic minority groups.
UNICEF has also joined the PBA framework for secondary education since August 2005.

 f. ADB’s Assistance Strategy to the Education Sector

289. Strategies and Approaches. ADB will continue to be major funding agency for
secondary education, building on a close and long working relationship with MOET. ADB is
working with UNESCO, UNICEF, and JICA to establish a new funding agency coordination
framework under the program-based approach for the subsector. Initial program-based
demarcation of funding agency assistance activities is being developed to help meet escalating
demands for school facilities and in-service teacher training for lower secondary education. ADB
intends to continue to lead this expanded funding agency group and to help the Government
coordinate funding agency cooperation and manage limited resources most effectively.
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290. Shift towards Program Support. ADB’s assistance needs to shift from the conventional
investment projects with targeted components and activities to a more comprehensive sector
development program. ADB will move towards a program-based approach (PBA) in planning
future support to secondary education, with a particular focus on achieving MDGs and VDGs.
Address structural issues will require institutional strengthening, a new regulatory framework
and new planning process. A strong Government commitment to sector policy reform, with time-
bound action plans, will be crucial to successful implementation of PBA.

291. Proposed Target Reform Agenda. A secondary education sector development
program is proposed for 2008. Based on the sector review and the new secondary education
master plan to be prepared with support from ongoing ADB TA 4603, a project preparatory TA
will identify target goals, target date of compliance, and monitoring and evaluation indicators.
Target areas are expected to include (i) a long-term personnel policy framework, including
performance incentives and career paths for secondary school teachers; (ii) cost-sharing
scheme for the secondary education textbooks; (iii) scholarship and/or school voucher system
for disadvantaged groups; (iv) long-term strategy for TVET at the secondary level; (v) regulatory
framework to encourage private provision of secondary education; (vi) action plans for special
education at the secondary level; (vii) further decentralization in terms of education finance and
learning content; and (viii) detailed time-bound action plans for universal secondary education.

 g. Implementation and Monitoring

292. MOET and development partners share a common concern that a comprehensive
framework needs to be developed for monitoring sector performance in a more results-based
manner. Capacity also needs to be developed for effective project/program implementation and
administration. ADB has been addressing these issues, both to improve the performance of its
ongoing activities, and to lead the funding agency advisory group toward a program-based
approach, including joint funding agency project monitoring missions and training workshops for
project implementation. The group needs to do more to move towards funding agency
harmonization, and to establish joint sector-wide performance indicators.

Table A3.18: Sector Road Map for Monitoring Development Results

Indicators
Item 5 Years

Ago Current 5 Years 10 Years 15 Years

A. Sector Outcomes

Enrollment rate in primary education (net) 90.1% 97% 99% 100% 100%
Net Enrollment Rate (NER) in lower
secondary education (LSE)

57.6% 72.1 % 90% 100% 100%

Net Enrollment Rate in upper secondary
(USE)

25.7% 51% n.a. n.a. n.a.

Ratio of qualified teachers (primary) n.a. 91% 100% 100% 100%
B. Sector Outputs

Adult literacy rate 92.1% 95% 99% 100% 100%
Ratio of girls to boys at basic education <0.90 0.93 1.00 1.00 1.00
Education Share of Public Expenditures 15.1% 18% 20%< 20%< 20%<
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C. Sector Issues and Constraints • ECCE—limited coverage of service delivery, limited qualifications of
ECCE teachers, facilities and equipment in short supply

• Primary Education—Overload curriculum, lack of management training
and limited period of learning due to double-shift class

• Secondary Education—Gaps in service delivery by gender, regions and
ethnic natures, slow decentralization of policy planning and
administration, and lack of effective resource management.

• Technical and Vocational Education and Training—Difficulty in the best
combination of general curriculum and vocational curriculum, limited
equipment, and lack of TVET strategies.

• Tertiary Education—Low academic standards, lack of cost recovery
system, limited private provision, and lack of accreditation system.

D. Actions, Milestones, and Investments Schedule Gov’t ADB Others
ECCE service expansion and facility improvement 2006–2015

ECCE teacher and management training 2006–2015  UNESCO

Primary Education Quality Improvement 2001–2015

World
Bank,
JICA,

UNESCO,
DFID

Primary Education Resource Mobilization 2005–2010 World
Bank, EU,

Results-Based Action Plan for Secondary Education 2006-2010

Goal 1: Universal LSE with NER of 90% by 2010
Goal 2: USE NER of 50% by 2010
Goal 3: Professional Secondary Education (PSE) NER
 of 15% by 2010
Goal 4: High-Quality Leaning Outcomes by LS students
Goal 5: High-Quality Leaning Outcomes by US students
Goal 6: High-Quality Learning Outcomes by PS students
Goal 7: All LS teachers to be Effective and Efficient
Goal 8: All US teachers to be Effective and Efficient
Goal 9: All PS teachers to be Effective and Efficient
Goal10: Achieve High-Quality Management of Resources
 and Schools

2006–2010
2006–2010
2006–2010

2006–2010
2006–2010
2006–2010
2006–2010
2006–2010
2006–2010

 2006–2010

UNESCO,
JICA

UNESCO,
JICA

UNESCO,
JICA

UNESCO,
JICA

Higher Education Reform Program 2005–2015
World
Bank,
JICA

ADB = Asian Development Bank; DFID = Department for International Development; Gov’t = Government of Viet Nam;
JICA = Japan International Cooperation Agency; LSE = lower secondary education; NER = net enrollment rate; SIDA =
Swedish International Development Cooperation Agency; PSE = professional secondary education; UNESCO = United
Nations Educational, Scientific, and Cultural Organization; USE = upper secondary education; World Bank = World Bank.

 3. Health Systems Development

 a. Background

293. The Government has long recognized the importance of investing in health, both in
terms of achieving better health for its citizens, and as an integral part of the country’s human
capital development, with major benefits for child learning and adult productivity. The
Government has focused on public health interventions that provide high returns and generate
positive externalities. Government estimates for 2005 suggest that Viet Nam has reached or
surpassed some of its VDG health targets. The infant mortality rate fell from 30/1,000 live births
in 2002 to 19/1,000 in 2005 (VDG target was 30/1,000 in 2005). Declines in child malnutrition
and maternal mortality ratio are on target. However, health inequality is increasing. Poor women
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and ethnic minorities often lack access to affordable, quality care. Maternal and child mortality
and malnutrition remain high in the Northern Mountains, Central Highlands, and Central Coastal
Region. Achieving the MDG to halt the spread of HIV/AIDS by 2015 is unlikely, and the VDG of
halving the rate of increase by 2010 will be hard to achieve. Viet Nam also faces the risk of an
avian influenza epidemic. Road accidents are an increasing problem, along with non
communicable diseases such as cancer and cardiovascular conditions. The two leading causes
of mortality among young adults are HIV/AIDS and road accidents (often related to alcohol and
drugs).

 b. Issues

294. Viet Nam faces the challenge of new and emerging diseases such as SARS and avian
influenza will continue to deal with the traditional communicable diseases such as dengue fever.
Viet Nam remains among the countries with the highest number of human cases of avian
influenza with up to 92 people with confirmed infections up to May 2006 and 42 deaths.
However, it should be noted that there have been no new human cases since November 2005.
If a new virus develops that spreads readily between people, a major epidemic with a high
mortality rate and major economic impacts may result.

295. Viet Nam also faces the risk of a generalized HIV/AIDS epidemic. Viet Nam’s HIV
prevalence in adults (15-49 years) increased from 0.34% in 2001 to 0.51% in 2005. HIV
prevalence among injecting drug users in the provinces ranges from 30% to 70%, and in sex
workers from 6% to 25%. The economic cost of the AIDS epidemic in Viet Nam has been
estimated to be $90 million in 2005, compared with $2 billion per year in Thailand. Viet Nam
needs strong grassroots prevention programs, and to prepare for significant burdens of care as
those already infected progress towards the period of illness (AIDS). Programs will need to
respond efficiently and effectively to the special circumstances and needs of the population
being addressed and to address the special needs of women who are at an increased risk of
acquiring HIV due to their physical vulnerability and limited power to make decisions and
negotiate safer sex. The development of GMS transport corridors can contribute to the spread
of HIV/AIDS and other diseases. Rural populations, including particularly those of ethnic
minorities, are vulnerable due to poor education, poverty, communication problems, and limited
access to affordable health services.

296. Viet Nam is undergoing an epidemiological transition, where the pattern of disease is
changing from predominantly communicable diseases to more non-communicable diseases.
The burden of communicable diseases dropped from 56% in 1976 to 38% in 1996 and 27% in
2002. Changes in diseases patterns have not been shared equally across the country. For
example, in the provinces of Cao Bang, Dien Bien, and Lai Chau, more than 50% of the burden
of disease is due to communicable diseases, while in the Red River Delta, it is around 10%.
Women have a higher disease burden than men in some regions (e.g., Central Highlands), in
part due to conditions arising from childbearing, while men are more prone to accidents.

297. Noncommunicable diseases caused by smoking, cardiovascular problems, road
accidents, and other causes, often require in-patient treatment and expensive medical
technology. A key challenge is to provide the most appropriate cost-effective care, and to
diagnose the early signs of lifestyle diseases, including cancer and cardiovascular conditions,
before they evolve into life threatening conditions entailing costly treatments for the individuals
and for the health system. In addition to requiring a greater emphasis on behavior change
communication, it will require private investment in health. The private hospitals sector is still in
its infancy, and if properly planned, could reduce the burden of public hospitals.
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 i. Health System Reform

298. Viet Nam’s overall health status is generally better than would be expected for a country
with its per capita income. However, health indicators are about average when comparing
health sector spending. Spending on health in Viet Nam is about $21 per person per year, of
which 70% is from private sources, i.e., out-of-pocket expenses by the consumer. While the
basic network of health services is in place, there is considerable scope for improving
effectiveness and efficiency of health services, and Viet Nam will need to undertake reforms to
develop the health system to the new socioeconomic situation. MOH is organized along vertical
lines (i.e., curative and preventive) down to the community level. This makes service delivery
less efficient and effective. While MOH aims to decentralize and integrate services, this is will be
a major challenge for reform given vested interests.

299. Politburo Resolution 46 (2005) identifies system weaknesses including: a failure to adapt
to changing disease patterns and to the market economy; poor quality of services; and
problems in meeting the needs of the poor, and those living in remote, mountainous and ethnic
minority areas. Problems are attributed to a disconnect between demand and supply side
elements in a health system that has been “stagnant in reforms” and has not adapted to the
socialist-oriented market economy. Demand is propelled by an expanding and aging population
that is registering income gains but facing a changing mix of diseases. With demand increasing
and becoming more diverse, the supply of services in this “new context” is portrayed as weakly
responsive, having failed to see reforms through and unable to engender adequate levels of
investment and to adapt to the market economy.

300. The SEDP (2006–2010) recognizes achievements since 2000, while indicating the need
to improve the affordability and quality of health care and the distribution of health gains, and
raising concerns about: insufficient attention to health protection and promotion; inadequate
controls over environmental sanitation and food safety; ineffective policies to encourage medical
staff to work in remote areas; slow settlement of professional ethical violations by medical
officials, and low demand for health insurance. Population aging, changing socioeconomic
conditions, emerging diseases, and behavioral risks such as smoking lie behind a trend that is
also affecting health service needs, and in particular, enhancing demand for inpatient care in
hospitals, leading to higher treatment costs and greater financing needs.

 ii. Primary Health Care for the Vulnerable

301. Before doi moi reforms, the Government built up an impressive network of grassroots
health facilities and community-financed health workers, which particularly benefited the rural
poor. The people’s committees and the Government had to take over partial financing of
provincial and district services. Out-of-pocket payments were introduced, in particular for
medicines and diagnostic services. Commune health centers and village health workers were
largely left out of government subsidy program, and increasingly took on the role of delivering
various priority programs. Curative care was gradually taken over by the emerging private
sector. Private sector development improved access to health services, but also reduced the
use of public services, which thereby became less efficient and affordable for the poor.

302. The Government recognizes that health shocks are a leading cause of poverty, as poor
households can ill afford to pay for health care. The Government has been developing various
forms of risk pooling and subsidy for the poor to make services more affordable, and plans to
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establish universal insurance by 2010.78 The Government has also initiated an equity fund for
the very poor, including ethnic minorities. These financing reforms need to be planned in
conjunction with other reforms to improve the acceptability and quality of services.

303. Care of poor women and children needs more attention. Women have limited access to
health services because of (i) location and distance of health facilities, and transport time and
costs; and (ii) limited control over household finances for health care costs. Maternal care
coverage remains limited, especially among ethnic minorities. Available services are often of
substandard quality posing additional risks. This includes some specific problems, such as lack
of access to non-invasive family planning services. Neonatal complications cause most child
mortality. Malnutrition is still high, and could be partly addressed with relatively low-cost
interventions, such as the treatment of common bacterial and parasitic infections, education of
women on proper child feeding practices, and treatment of micronutrient deficiencies.

 c. Government Strategy

304. The SEDP gives health a central role, with commitments to increase financing for health
care79, improving the quality and availability of health services, and coordinating national
disease control programs with the poverty reduction agenda. The SEDP also commits to an
increased role for preventive health and greater commitment to fighting the spread of HIV/AIDS
and reducing the burden of communicable diseases. MOH has the Strategy for Health Care and
Protection of the People 2001–2010 (with overview to 2020), complemented by a Master Plan
for Health System Development 2006–2010 (with a vision to 2020). The master plan aligns with
the SEDP and Government poverty reduction goals. Under the master plan are four subsector
development plans: curative and rehabilitation (hospital services), preventive health, traditional
medicine and basic health care (commune and village) as well as three separate master plans
for three subsectors: (i) curative care, (ii) training and human resource development, and (iii) the
pharmaceutical sector.

305. In a major policy shift, in 2002 the Government decided to establish and finance health
care funds for the poor (HCFP) in all 64 provinces.80 The HCFP cover health care expenses for
the poor and ethnic minorities with the goal of reducing the risk of impoverishment due to health
shocks. This move toward demand-based programs rather than the less efficient supply-based
financing represents a significant increase in health care financing. The Government is also
encouraging increased adoption and utilization of health insurance to cover the health expenses
of the nonpoor population.

306. The Government adopted the National Strategy on HIV/AIDS Prevention and Control in
Vietnam till 2010 with a vision to 2020 in March 2004 which is a multisectoral strategy with
implementation oversight in the Ministry of Health (Viet Nam Administration for AIDS Control).
The Strategy recognizes the importance of combating HIV/AIDS before it becomes a
generalized epidemic. The strategy presents a multi-sector approach to tackle the epidemic,
based on the globally accepted concept of one coordinating agency, one program, and one
monitoring and evaluation framework. The 5-year budget gap is estimated at $200 million–$300
million.

78 Ministry of Health, Viet Nam. 2004. Decision 139: Health Insurance for All. Hanoi.
79  From an average 2.3% of public investment expenditure in 2001-2005, to an average 2.7% in 2006-2010.
80  Prime Minister’s Decision 139 (2002).



Appendix 3 171

307. The fight against the H5N1 (avian influenza) virus has became a high priority. The major
concern is that the virus will become transmittable between people and cause a pandemic with
high mortality rates. The World Health Organization (WHO) believes that it is not a matter of if
but when. Viet Nam may well be the “ground zero” for a pandemic given the virus is now
endemic in the country. The Government has prepared an integrated operational plan for 2006-
201081 that includes plans to strengthen prevention, surveillance and outbreak response in the
animal health and health sector, and mitigate the impact of a possible pandemic, including
support for the production of vaccines and purchase of medicines. The 5-year budget for the
components to be publicly (including ODA) funded under this plan is $225 million, including
$102.4 million for influenza prevention and pandemic preparedness in the health sector.

 d. ADB’s and Development Partner’s Activities and Experiences

308. ADB has developed a constructive relationship with MOH; other executing agencies like
the Viet Nam Commission for Population, Family and Children (VCPFC); and funding agencies
in advancing the health sector agenda. ADB now has a health specialist in the Viet Nam
Resident Mission. ADB’s first health sector project Population and Family Health Project,82 a
joint project with the World Bank supporting PHC and family planning services in 15 provinces,
was rated successful. The Rural Health Project83 supports expanding health facilities,
strengthening management capacity, and human resource development in 14 provinces. The
Health Care in the Central Highlands Project84 supports health systems strengthening and the
implementation of the health care funds for the poor policy with SIDA cofinancing.

309. ADB approved two new health projects in 2005. The Preventive Health System Support
Project aims to help strengthen the preventive health system nationwide. The GMS
Communicable Disease Control Project, in partnership with WHO, supports Cambodia, Lao
PDR, and Viet Nam to improve surveillance and disease response for control communicable
diseases in a regional context. This is supplemented with a regional TA for malaria control in
ethnic minorities. The proposed HIV/AIDS Prevention among Youth Project builds on ADB’s
successful Community Action for Preventing HIV/AIDS Project (JFPR 9006) and includes
behavioral change communication interventions for HIV prevention and targeted interventions
for high-risk youth and vulnerable youth. The project is scheduled for Board consideration in
June 2006.

310. ADB has also provided TA to project planning, policy analysis, and capacity building,
including support to build capacity in health finance and food safety; for research on health
sector inequality and the health status of poor and vulnerable households; and for the control of
SARS and avian influenza. ADB organized regional workshops on disease surveillance and
communicable diseases control, including avian influenza, in 2005.

81 Socialist Republic of Vietnam. 2006. Integrated Operational Program for Avian and Human Influenza (OP1), Hanoi.
(Draft of 11 May 2006)

82  ADB. 1996. Report and Recommendation of the President to the Board of Directors on Proposed Loan to the
Socialist Republic of Viet Nam  for the Population and Family Health Project. Manila (Loan 1460).

83  ADB. 2000. Report and Recommendation of the President to the Board of Directors on Proposed Loan to the
Socialist Republic of Viet Nam for the Rural Health Project. Manila (Loan 1777).

84  ADB. 2000. Report and Recommendation of the President to the Board of Directors on Proposed Loan to the
Socialist Republic of Viet Nam  for Health Care in the Central Highlands  Project. Manila (Loan 2076).
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 e. Activities of Other Development Partners

311. Funding agency commitments are shifting toward communicable disease control
because of HIV/AIDS and avian influenza. Major funding agencies for HIV/AIDS control are
DFID, Norwegian Aid, the US Government’s President’s Emergency Plan for AIDS Relief, and
the World Bank. The Global Fund for HIV/AIDS, Tuberculosis and Malaria has provided support
for HIV/AIDS, malaria and tuberculosis control activities. The World Bank also supports regional
projects and governance and financing reforms, complementing ADB support. It has recently
approved financing for a health systems development project in the Mekong Delta Region and
will start work on similar projects for the Northern Mountains Region and the Northern Central
Region. Total external assistance for the health sector amounts to $200 million per year. The
Health Partnership Group chaired by MOH and WHO provides a forum for sector coordination
and dialogue between Government and development partners.

 f. Assistance Strategy for the Health Sector

312. In 2006–2010, the Government and the development partners will need to address three
sets of issues in the health sector:

(i) Health sector strengthening. Improving sector governance and financing through
support for a broad health sector modernization program; including examining the
increasing burden of noncommunicable diseases and how best this can be addressed
in the public and private sectors.

(ii) Health care for the vulnerable. Reaching poor populations with essential services,
and protecting them from health shocks through subnational performance-based
programs; in particular for increasing services for women, children, and ethnic
minorities.

(iii) Combating emerging and endemic communicable diseases. Avian influenza
preparedness and control; and control of HIV/AIDS and other communicable diseases
such as Dengue.

313. Building on the Government’s Master Plan for Health Systems Development (2006-
2010), ADB, the World Bank and other partners are considering support for a comprehensive
program of policy-based governance and financing reforms. At the subnational level, MOH has
requested ADB and the World Bank to support a pro-poor health services improvement program
on a subregional basis, targeting populations that are lagging in terms of health indicators,
including women and children and ethnic minority populations.

314. The funding agency community needs to continue help the Government address the
threat of an avian influenza pandemic. Funding agency assistance of up to $225 million will be
coordinated through and under the Government’s operational plan for 2006–2010. Through the
Preventive Health Systems Support Project and the Communicable Disease Control ADB is
already providing assistance directly related to avian influenza needs in excess of $15 million
over the next 5 years. ADB and the World Bank have also offered the use loan savings to help
cover financing gaps in case of a pandemic when much higher levels of funding would be
required.
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 g. Implementation and Monitoring

315. The aim is to ensure better integration of the monitoring framework and to develop a
common set of monitoring indicators and benchmarks used by the Government and all of its
development partners. ADB’s program in the health sector will be results-based, building on
VDG health-related indicators and the quantitative targets established by MOH. These targets
will be monitored regularly as part of ADB health sector review missions.

Table A3.19: Country Sector and Subsector Plan

Indicator
Item 1995

Actual
2000

Actual
2005

Estimate
2010

VDG/MDG
2015

VDG/MDG
A. Sector Outcomes
Infant mortality rate 32 30 19 25 15
Child mortality rate 44 38 23 32 20
Maternal mortality rate - 165 85 60 55
HIV/AIDS infection rate - 0.01 0.44 0.4 0.4
Malnutrition rate 39 34 26.6 20
B. Sector Outputs
Fully immunized children 87 95 97 100 100
Reproductive health access 71 79 86 97 100
Poor with health card - - 77 100 100
Health spending/capita ($) 15 - 23 50
C. Sector Issues and
Constraints
1. Outdated health sector
governance and financing

(i) Strengthen public and private health sector regulatory framework
(ii) Development of the health insurance system
(iii) Hospital financial autonomy and accountability for health outcomes
(iv) Mechanisms for addressing non-communicable diseases
(v) Tobacco control (reduce smoking levels) and traffic accident morbidity and

mortality

2. Vulnerable groups have
high mortality, malnutrition,
and lack access to
affordable, quality PHC

(i) Access and utilization of health services in poor and remote areas
(ii) The quality of health services and medicines
(iii) The affordability and utilization of health services through Decision 139

implementation
(iv) Address nutritional deficiencies of mothers and children through the public

and private sector programs
(v) The quality of reproductive health services including neonatal care
(vi) The delivery of quality information to women and ethnic minorities

3. Emerging Communicable
diseases and residual
endemic diseases

(i) Development of effective response capacity for avian influenza and other
emerging diseases

(ii) Mainstreaming HIV/AIDS prevention in all sector and provide targeted
support

(iii) Integration and strengthening the control of endemic diseases
Financing SourceD. Actions, Milestones,

Investments Issues Addressed Schedule ADB Other Gov.
1. Health System Reform  Strengthening Public and Private

Sector Governance and Financing
to adjust health system to
changing conditions and demands

Support for pro-poor health
policies

Developing capacity for implementing
of Government’s Decision 139 to
extend health insurance coverage to
the poor.

2005–2007 TA EC, SIDA,
WHO,
World
Bank

Health sector analysis  Several studies of the current health
system in Viet Nam for the purpose of
helping MOH to plan modernization

2007–2008 TA World
Bank,
others
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Health sector strengthening  Policy reforms for modernizing public
and private health services including
financing through consolidation and
expansion of insurance programs for
the poor and other vulnerable groups.

2009–2015 ADF EC,
Germany,

Japan,
SIDA,
WHO,
World
Bank

2. Health Care for the
Vulnerable

Affordable, quality health care
access for poor, especially women,
children, & ethnic minorities

Expanding and Upgrading the
network of Primary Health
Care facilities.

Health infrastructure, equipment,
training, service delivery throughout
the country.

1994–2007 ADF Loan:
Rural

provinces,
Central

Highlands

World
Bank:

Northern
Upland,
Mekong

Provincial Health System
Development with a focus on
the Poor

Continuing the regional approach but
with more focus on provincial health
system development, provincial
governance and financing, and with
pro-poor focus.

2007–2015 ADF Loan:
Lower
central
coast

World
Bank:

up%ral
coast

Micronutrient fortification for
improved health of the poor.

Partnership with the private sector for
iodine, fluoride, iron and foliate
fortification.

2006–2010 JFPR
grant

WHO
UNICEF

NL
3. Emerging Communicable
Diseases

Multi-sector response to emerging
and endemic diseases including
avian influenza & HIV/AIDS

Strengthening Preventive
Health System,

Upgrading preventive health system
and

2005–2011 ADF Loan
and Grant

Japan,
USAID
WHO

Regional Communicable
Disease Control

Control of neglected diseases and
strengthening disease control in poor
communities and border areas.

2005–2013 ADF Grant AfD
WHO
GF

Prevention and Control of
Avian Influenza and other
emerging diseases

Avian Influenza surveillance and
outbreak control in birds, surveillance
of human cases, preparedness for
human epidemic including in non-
heath and animal health sectors.

2004–2009 ADF Grant AusAID,
CIDA

Germany,
DFID, EC,
NL, UN,
USAID

HIV/AIDS Control among
Youth

Prevention among Youth in high risk
and vulnerable situations; most other
funding agencies focus on high risk
groups

2006–2015 ADF Grant AusAID
DFID
GF

USAID
Regional capacity building for
HIV/AIDS control

leadership, programming, evaluation
capacity, and strengthening HIV/AIDS
control in infrastructure, other sectors

2006–2015 TA
ADF Grant

SIDA
UN

ADB = Asian Development Bank; AfD = Agence Francaise de Developpement; AusAID = Australian Agency for
International Development; CIDA = Canadian International Development Agency; DFID = Department for International
Development, United Kingdom; GF = Global Fund for the Control of HIV/AIDS, Malaria and Tuberculosis; GMS = Greater
Mekong Subregion; Gov. = Government; HIV/AIDS = human immunodeficiency virus/acquired immunodeficiency
syndrome; EC = European Community; NL = Netherlands; PHC = Primary Health Care; JFPR = Japan Fund for Poverty
Reduction; SIDA = Swedish International Development Agency; UN = United Nations; USAID = United States Agency for
International Development; WHO = World Health Organization.
Source: Ministry of Health.
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D. Environmental Management

 1. Urban Development, Water and Sanitation, and Environment

 a. Introduction

316. Viet Nam is one of the most rapidly urbanizing countries in Asia, with an annual urban
population growth rate of almost 5%. The current level of urbanization (24%) is still relatively low
compared with other Asian countries, but this is changing quickly. When combined with a
transition from a central planning to a market oriented economy, urbanization becomes a key
success factor in poverty reduction. Since the 1990s, the Government has enacted policies and
reforms to address the key constraints to the country’s urban development and water supply
and sanitation sectors. SEDP objectives include (i) provision of essential infrastructure,
especially water supply and sanitation, to poor households in cities and towns across the
country; (ii) improvement in socioeconomic development planning to include both country-wide
and inter-region dimensions; (iii) integration of infrastructure plans into master plans and land-
use plans; (iv) intensification of links between growth centers and their adjoining areas to
guarantee a more geographically-balanced growth; (v) introduction of governance reforms to
support devolved planning and implementation of infrastructure projects; (vi) mobilization of
resources for adequate O&M; and (vii) enhancement of cost recovery for infrastructure
investments by setting and collecting appropriate tariffs and fees.

317. The Ministry of Construction (MOC) is responsible for sector development planning and
policy formulation, regulations, training, and technology transfer at the national level. The
provincial people’s committees (PPCs) are responsible for urban infrastructure development,
including water supply, sanitation, and drainage development in the provinces. The town
people’s committees (TPCs) are usually responsible for administration of the town urban
infrastructure, water supply and sanitation services. Drainage, wastewater treatment and solid
waste services are provided by the urban environmental corporations (URENCOs) in the largest
cities.

 b. Sector Issues and Challenges

318. Urban Infrastructure, Water and Sanitation, and Public Services. Most urban
infrastructure is old and deteriorating due to inadequate capital investments and maintenance
and inefficient public utility service provision. This results both from limited financial resources
for capital investments and O&M, and weaknesses in the overall framework for provision of
public services, and weak governance and capacity at the provincial and town levels due to
limited managerial, technical and administrative capacity, and limited participation of the private
sector and civil society. Viet Nam is in a transition period for the provision of infrastructure and
public services, especially in the water and sanitation sector. Faced with a disengagement from
the private sector, the country is seeing an emergence of public private partnerships. From a
World Bank Study on benchmarking carried out in 2002, it is estimated that only 50% of the
urban population has access to piped and safe water supply. Larger cities benefit from a
coverage over 67%, while the small towns can hardly reach above 10% coverage. Sanitation is
a Government priority, yet no capital investments are made outside the major cities. One of the
major issue will be to deliver urban services and infrastructures to the new peri-urban areas.

319. Funding for Capital Investments and O&M. Mobilization of financial resources for
capital investments and O&M in urban infrastructure have not kept pace with urban growth and
industrialization, and resulting increases in demand for urban drainage, wastewater, sanitation,
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and solid waste systems. As a result, urban infrastructures are not developed in a sustainable
manner with a very low efficiency, a lack of performance, a low staffing capacity. As a general
rule, the municipal and provincial services involved in public service are under-budgeted,
without any provision for debt service, making difficult borrowing for required coverage
expansion, rehabilitation of infrastructure, replacement of equipment and water quality and other
performance indicators' improvement.

320. Planning Framework. Urban development is most often undertaken in a piecemeal
fashion. In general, there is need for an integrated framework to link the planning of utilities and
services with master plans and land-use spatial plans. Planning and budgeting functions need
to be decentralized to PPCs, with central authorities providing regulatory oversight and technical
assistance. Water supply companies (WSCs) need to be transformed from subsidized entities to
more commercial entities that mobilize resources for capital investments and O&M from user
charges, and which are accountable to their customers. The role and function of TPCs need to
be strengthened to generate revenues needed to finance urban infrastructure investments. At
the town and district levels, ambiguities about the respective roles of the TPCs and the PPCs
departments of construction are also problematic.

321. Institutional and Policy Reforms. In 1998, the Government approved the Orientation
Master Plan for Urban Development to 2020, which is outdated since it is based on the former
central planning concept. Furthermore, the policy document does not take into consideration the
move toward decentralization. The upcoming urban water supply decree planned for 2006
would provide a good framework for the development of the sector. A new decree is under
preparation for urban sewerage and drainage. Legislative and institutional reforms are needed
to enable government entities at various levels to effectively plan, develop, and manage urban
infrastructure and related assets in line with user demands. The reforms should also prevent
inherent conflict of interest and a proper regulatory framework assigning different responsibilities
for planning, project implementation and operation. Mechanisms need to be established to
ensure the sustainability and proper provision and functioning of public services with an
appropriate tariff and municipal finance reform, building on the ongoing decentralization reforms.
The Government must also ensure that its policies are mutually supportive, resource-efficient,
and bring maximum benefits, including to the poor, taking special consideration for women and
ethnic minorities changing its policy from blanket subsidies to targeted subsidies.

322. Cost Recovery and Tariffs. Government policies support the autonomy of WSCs and
URENCOs, full cost recovery for water supply, and tariff guidelines. However, existing tariff
levels in water supply are not sufficient for long-term financially sustainable operations. MOC
guidelines for water supply and drainage tariffs allow PPCs to set tariffs, but implementation
details are lacking, including a lack of performance indicators, available from recent
benchmarking studies. Also, there is an obvious conflict of interest in the decision making
process for the PPC to allow a tariff increase to their WSCs. In addition, the current limitation of
10% of the water supply tariff for sewerage and drainage in not sufficient considering the higher
capital investment required in these sub-sectors compared with water supply, resulting in a
limited number of cities capable of financing debt service and O&M for wastewater
management. This issue should be addressed during the preparation of the new decree on
sewerage and drainage. Tariffs for waste management are set at levels that do not allow
sufficient funds to be collected for proper O&M. More work is also needed to assess impacts of
tariffs on the poor. Through the decentralization reform, the central Government is gradually
eliminating subsidies in the water sector and promoting full cost recovery through direct charges
to improve the financial autonomy and the sustainability of the urban service providers.
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Benchmarking and definition of performance indicators are necessary to ensure the efficiency of
the service providers.

323. Solid Waste Management. Increased waste generation is a challenge for communities
accustomed to open dumping, and burying or burning waste. Waste disposal sites in the large
cities are nearing their carrying capacities; this presents a management challenge for O&M as
well as a requirement to find alternative disposal sites or alternative disposal methods, including
recycling in a context of increase pressure on land compensation in peri-urban areas and
resistance of the population to live near a waste land field. It may be more economical for small
towns to plan for regional landfills and organize collectively waste collection and disposal.
Waste collection is usually well managed in the cities, but further effort is needed to improve
waste disposal and treatment; to strengthen waste management institutions; and to promote
public awareness on the importance of sanitary hygiene. Interventions need to recognize that
women are responsible for a variety of tasks relating to sanitation and waste collection at
the community and household levels, and comprise more than half of URENCO staff,
employed in the lowest category of street sweepers and waste collectors. The size of the
informal waste pickers has not been quantified, but is expected to show a gender bias.

324. Technical and Managerial Capacity. Limited institutional capacity is a major
impediment to effective and responsive services. Planning and budgeting expertise are limited
at the provincial level, while district and towns lack accounting, technical engineering, planning
and supervisory skills. Development of technical guidelines, training materials, and other
technical assistance are greatly needed to improve capacity and services. Even though there
are legal provision for women equality and a promotion of gender balance in Vietnam, most
women still occupy low level jobs on urban institutions and WSCs and lack opportunities and
capacities to occupy senior or management positions. Enhancing women’s role in the planning
and management of urban, water supply and sanitation services is also needed and ensure that
the system designed and the level of services are demand driven.

325. Private Sector Participation. There is only limited private investment in the urban and
water sectors. Attracting private investments for urban infrastructure development will require
improvements in the regulatory framework and business environment, and greater
accountability. A new concession law is being drafted and due in 2006; it should provide the
basis for enabling the public private partnership and private sector participation. Pending the
application of the Concession Law and the Decree on Urban Water Supply, the water sector is
in transition mode with a emerging framework in place to support private sector participation
through state-owned enterprises setting-up joint-stock companies to supply bulk water sale in
Hanoi and Ho Chi Minh City.85

326. Community Awareness and Participation. Limited community awareness and
participation in planning and management of urban services constrains efficient provision of
urban infrastructure and water supply and sanitation services, especially in small and medium-
sized towns. The challenge is to change attitudes to investing in household sanitation facilities
and change water use and hygiene practices. A enforcement of the policy on full cost recovery
would promote a change of attitude in the water use. Thus, physical investments and tariff
increase of services need to be accompanied by client-oriented services and culturally
appropriate education awareness programs, such as communication plan on how the providers
performed, including a presentation on investment and maintenance programs done during the
year as well as future investments and target increase in the level of service by the providers.

85  These issues are discussed in more detail in the assessments of the public and private sector operations.
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 c. Government Strategy

327. Government’s policies for urban development are presented in the Orientation Plan for
Urban Development to 2020. The plan aims to (i) develop urban centers as economic growth
centers, (ii) develop and modernize technical and social infrastructure to attract investment and
improve living standards, (iii) reduce gaps in economic development and living standards
between urban and rural areas, and (iv) ensure sustainable urban development. It recognizes
the need to strengthen and improve the efficiency of urban management systems and policies.
Orientation plans for urban water supply drainage to 2020 aim to (i) enable 100% access to
water supply for all by 2020, (ii) reduce nonrevenue and unaccounted-for water at reasonable
levels, (iii) improve and complete urban drainage and sewerage systems to ensure a minimum
of 80% coverage by 2020, (iv) require enterprises to have on-site treatment for toxic liquid
waste, (v) provide waste collection systems that treat solid and liquid wastes, and (vi) gradually
rehabilitate and clean the canal systems. Most of these objectives are still valid since this
Orientation Plan was drafted in 1998. However, the Orientation Plan did not take into
consideration the transition to market-oriented economy, the move toward decentralization and
the increased rate of urbanization, resulting in a financing gap in develop infrastructures and
urban services.

328. The SEDP also includes specific initiatives related to urban development, and stresses
the importance of realizing key MDG and VDGs related to water supply and sanitation. Key
targets are specified in the sector road map. Government plans also stress the need for
institutional reforms, including efforts to (i) restructure the MOC to refocus its functions in
development planning, sector policy formulation, regulations, training, and technology transfer,
and terminating its direct involvement in business activities; (ii) clearly define the roles and
responsibilities of various Government agencies involved in the water and sanitation sector and
encouraging better cooperation among these sector agencies; (iii) develop provincial capacity to
manage provincial level water supply, sanitation, and drainage development; (iv) provide
training and capacity building on project implementation and O&M, encouraging service
providers to become self-financing and gradually eliminate subsidies; (v) create the legal basis
for providing public urban services, with enhanced enforcement; (vi) promote community
education and awareness, particularly on drainage and sanitation issues; (vii) mobilize
additional financial resources; (viii) protect water sources; (ix) upgrade technology and
materials; and (x) develop human resources.

329. Objectives and targets for solid waste management are specified in the SEDP and the
National Urban and Industrial Zones Solid Waste Management Strategy to 2020. Priorities
include (i) enforcement of the Law on Environmental Protection; (ii) increase investments in
solid waste infrastructure systems; (iii) promote awareness and strengthening training in solid
waste management and environmental protection; (iv) improve reform cost recovery; (v)
strengthen institutions; and (vi) adopt appropriate modern equipment and technology. Cities and
provincial towns should collect and dispose of at least 85% of urban and industrial solid waste in
appropriate landfills by 2010, 90% by 2015, and 95% by 2020.

 d. External Assistance to the Sector

330. External assistance has been a major source of funding for the rehabilitation and
expansion of the country’s urban water supply and sanitation. Since the mid-1980s, external
funding agencies have provided loans of more $1.2 billion in the urban sector, whereby more
than $700 million was spent for developing drainage, sanitation, and solid waste projects in Viet
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Nam. About 65% of this amount has financed environmental improvement projects in HCMC
($308 million) and Hanoi ($156 million). In provincial towns, external assistance has focused on
water supply systems, but investment in drainage, sanitation, and solid waste improvements in
the towns has been relatively small, particularly in the Central Region. In addition to ADB, major
external funding agencies active in the sector include the governments of Australia, Denmark,
Finland, France, and Japan as well as the World Bank.

 e. ADB Experience

331. Several lessons learned from previous ADB experience in the urban and water supply
and sanitation sector include (i) the need to enable communities, especially in small towns to
decide their own priorities and technology choices to suit their capacity and financial means in
order to garner community participation; (ii) the need for transparency and accountability when
planning, implementing and operating water supply and sanitation facilities and providing the
services; (iii) the important role that awareness campaigns play in generating community
support and trust, as well as behavioral change; (iv) the important role played by Viet Nam
Women's Union (VWU) in developing networks and experience and in working effectively at the
grassroots level in environmental health improvement; (v) the importance of community
motivators and providing the right incentives for them to carry out awareness activities; (vi)
involvement of WSCs in community activities, particularly public health awareness early in the
project as they have valuable technical information needed by the communities; (vii) the need
for PPC’s involvement in community development activities as they control the budget and
approve the work of lower levels agencies; and (viii) the need to link public health awareness
activities with the construction of physical infrastructure.

 f. ADB Strategy

332. ADB’s strategy for urban sector include targeted infrastructure investments in small and
medium towns in the Central region and along GMS economic corridors; decentralized urban
governance and capacity building; reforms for improved urban management and cost recovery
of urban services; and environmental improvements. ADB will support the comprehensive
socioeconomic development of small and medium cities such as Thanh Hoa in the context of a
regional development strategy to strengthen development links with their rural hinterlands, and
to reduce environmental pressures in the largest cities. Urban infrastructure also needs to be
developed in Hanoi and HCMC, especially urban transport and water supply, where the local
government is developing plans for mass rapid transit systems and awarded concession
contracts for the provision of bulk water to the two cities. ADB is looking into participating in the
Song Da–Hanoi Water Supply Project through a guarantee operation, a cofinancing with
commercial bank and grant assistance for capacity building of the future operator, This project
will secure the medium term water resource of Hanoi, Ha Tay and Hoa Binh provinces. In solid
waste management, ADB will seek the collaboration of cities and towns interested in developing
alternative disposal methods, promoting recycling and minimizing land requirement, in line with
the Clean Development Mechanism.

333. ADB’s strategy for water supply and sanitation sector focuses on the Water Financing
Program (WFP), in which Viet Nam is a target country for doubling investment lending in water
and sanitaion. The WFP will ensure the delivery of sustainable investment reform and capacity
building in Urban Water Services to support sustainable local economic development in cities.
As such, investment lending would be dedicated to cities and peri-urban areas in order to (i)
support the rehabilitation, upgrading, and expansion of water supply and sanitation in the urban
centers to improve the investment environment and private sector participation; (ii) ensure
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equitable access to safe water supply and sanitation facilities and improve the health profile of
the urban residents, including women and ethnic minorities; and (iii) encourage policy changes
and institutional reforms at central and provincial levels to enable sustainable development by
making URENCOs and WSCs financially viable through enforcement of local regulation on full
cost recovery and definition of performance indicators through benchmarking, by developing a
regulatory framework and by targeting subsidies to the poor to promote access to safe water
instead of overall blanket subsidies. The aim will be to help the Government’s achieve targeted
outcomes specified in the SEDP and sector development strategies. ADB would initiate a dialog
with cities interested in promoting public private partnerships for water supply and distribution
projects, including nonrevenue water projects as well as sanitation.

334. Emphasis will also be placed on private sector and community participation in planning
and management of all urban development and environment initiatives. All urban projects will
seek to minimize resettlement, enhance women’s role in urban management and institutions,
and apply affordable technical standards for infrastructure development.

335. The existence of ethnic minorities and indigenous peoples in Viet Nam, sites of cultural
significance, as well as environmental sensitivities will necessitate adherence to ADB’s social
and environmental safeguard mechanisms.

 g. Implementation and Monitoring

336. The proposed implementation and monitoring framework for ADB support to the urban,
water supply, and sanitation sector is presented in the road map below.

Table A3.20: Urban, Water Supply, and Sanitation Sector Plan

Indicators
Item 5 Years Ago Current 5 Years 10 Years 15 Years
A. Sector Outcomes
Urbanization (%) 21% 24% 28% 33% 40%
Urban Poverty Incidence (%) 31% 24% 21% 18% 15%
B. Sector Outputs
Coverage of piped water supply (%) 45% 60% 80% 90% 100%
Access to sewerage system (%) 30% 40% 50% 60% 80%
Access to drainage system (%) 45% 50% 60% 70% 80%
Average solid waste services (%) 45% 55% 75% 90% 95%
C. Sector Issues and
Constraints

• Deteriorating infrastructure and limited funding for capital investments and O&M;
inadequate tariffs, low cost recovery

• Limited institutional capacity of regulating agencies to provide guidelines and
monitor service/utility providers which necessitates institutional and policy
reforms and greater transparency

• Limited managerial, technical and administrative capacity of local utility service
provider staff to plan, budget, implement and operate water supply and
sanitation services

• Limited private sector in the provision of water supply and sanitation services
• Lack of civic participation and community awareness on the importance of

environmental sanitation and O&M, improved health and hygiene, and civic
participation for achieving results

• Limited participation of women in planning, design and O&M of water supply,
sanitation, and urban services.
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D. Actions, Milestones, and
Investments

By Issue  By Agency

Schedule ADB
Other
Funding
Agencies

Gov’t

Water supply and sanitation (WSS)
infrastructure investments

-Small and medium towns WSS
investments
-Rural water supply and
sanitation investments

2005–2015 X

X

World Bank
AFD

Australia
Japan

X

Urban infrastructure investments -Large towns environmental
improvements
-Small and medium towns
environmental improvements

2009–2015

2005–2015

X World Bank

Policy development, institutional
strengthening, and regulatory action

-Program and policy support
-Strengthening PPC and TPC
institutional capacity
-Urban and WSS sector studies

2005–2020 X X

Human resource development and
capacity building

-Human resource and capacity
building for policy planning,
regulation and monitoring
-Strengthen managerial and
technical capacity of WSCs and
URENCOs staff.

X

Public-private partnerships (PPP) in
water supply

-Song Da Hanoi water supply 2007–2012 X X

Urban transport through PPP -Hanoi Mass Rapid Transit
(MRT)
-Ho Chi Minh City MRT

2006–2020

2006–2015

X

X
Community participation in urban
infrastructure investments

-Strengthen participatory
planning, including women’s
participation, in water supply,
sanitation and urban
investments

2006 X X

AFD = Agence Francaise de Developpement, MRT = Mass Rapid Transit, O&M = operation and maintenance, PPC = project
processing committee, PPP = public-private partnerships, TPC = town people’s committee, URENCO = urban environmental
corporation, WSC = water supply companies, WSS = water supply and sanitation.
Source: Socio-Economic Development Plan 2006–2010.

 2. Agriculture, Rural Development, and Natural Resources

 a. Introduction

337. While Viet Nam’s population is still predominantly rural (73% of the population), rapid
development is transforming the rural economy, with a shift to more commercial agriculture, and
increasing dependence on non-farm income. Poverty has declined substantially in many rural
areas. With limited public investment and development assistance, Viet Nam’s agriculture sector
has become a major exporter of rice, coffee, cashews, pepper, marine and aquaculture
products. Much of the transfer of technology and capital that has generated this change was
commercially driven and privately finances. However, growth has placed heavy pressures on
the natural resource base and environment. Urbanization is accelerating as rural populations
seek higher-paid employment. Pockets of extreme poverty persist in rural areas86. A dichotomy
exists between rural people living in or near rapidly growing areas who increasingly depend on
non-farm incomes, and those that live in more isolated areas with limited infrastructure, market
access, services, and non-farm employment.

86  Rural poverty remains at 27.5% in 2004 compared with 10.8% for urban poverty (SEDP 2006–2010).
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 b. Sector Issues and Development Challenges

338. As reflected in the SEDP (2006–2010), key challenges for the next 5 years are to (i)
sustain robust growth in agricultural productivity and output; (ii) improve links between
agriculture and the industry and service sectors to maximize value-added; (iii) create jobs for
new labor market entrants; (iv) reduce inequalities through targeted poverty reduction; (v)
support social development by improving health and education services, gender equality, and
social inclusion; (vi) protect the environment; and (vii) improve governance to ensure that these
challenges are effectively and efficiently addressed. Attracting technology transfers and
increased private sector investment, and improving management of natural resources will be
essential to make this happen. Successful implementation of other elements of this strategy
(such as expanded and improved rural infrastructure, social development, environmental
management, private and financial sector development) will all have a major impact in achieving
rural development objectives.

339. Agriculture. Sustaining robust growth in agricultural productivity and profitability
presents many challenges. Growth will increasingly depend on (i) improved (and lower-cost)
access to markets through infrastructure development; (ii) creation of a more knowledgeable
and higher skilled human resource base in agriculture and related service and agroprocessing
enterprises; (iii) broader policy reforms (e.g., to increase private investment in support services
and agro-processing, improve access to international markets for higher valued agriculture
products, and attract foreign technology, skills, and investment to improve productivity and
quality); and (iv) development of market institutions (e.g., financial services and more efficient
land and labor markets). Improving the environment for private investment (via policy reform,
human development, and institutional and infrastructure development) and sustainable resource
management will be essential to sustain robust growth in the agriculture sector.

340. Rural Infrastructure and Livelihoods. With industry and the service sector growing at
much faster rates than agriculture, a shift in employment from agriculture to other activities will
be essential to generate the increases in agricultural labor productivity needed to avoid growing
income inequality between agriculture and non-agriculture workers. The creation of new
employment opportunities should be the primary aim of investments in rural infrastructure,
rather than delivery of infrastructure in poor and remote areas where the potential for long-term,
sustainable poverty reduction is limited by factors other than the paucity of infrastructure.87

Where infrastructure is a limiting condition, care is needed in the selection and design of
interventions to ensure that the most appropriate investments are made in consultation with the
affected communities. Equally important is the fostering of an effective enabling environment for
development of small enterprises (such as the provision of credit services where appropriate)
and the improvement of governance.

341. Many of the poorest areas are also those that suffer frequently from natural disasters
which create shocks to rural households (often pushing marginally non-poor households into
poverty) and impose a heavy burden on local authorities mandated to construct, operate, and
maintain rural infrastructure. The installation of infrastructure in such areas, and its repair or
reconstruction following natural disasters, need to incorporate measures that would reduce the
risk of recurrence of the same type of failure as a result of future events.

87 ADB. 2006. Special Evaluation Study on Poverty Exit and the Effectiveness of Poverty Reduction Interventions
Problems in the Targeting Approaches. Manila.
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342. The quality of water supply and facilities remains low and does not meet the
requirements established by the Government; 38% of the rural population is yet to have access
to safe water. Among the 62% of the rural population with access to safe water, less than 30%
have access to clean water as defined in accordance with Ministry of Health standards. Water
pollution from salinity intrusion, livestock waste, village waste, and chemicals used in agriculture
is occurring and worsening in many areas causing risks to people’s health and daily practices.
Rural water supply coverage in three of the seven ecological regions is above 60%, while in the
remaining four regions it is less than 50%. People in many areas such as mountainous, coastal
and dry areas have access to only 20 liters/person/day. In many areas, water scarcity occurs
from May to June, including in the Central Highland Region and the Southern part of the Central
region. Sustainability of the RWSS projects is not high and the quality of water supply in many
places is degrading. Water quality monitoring and inspection has been deficient. Many piped
water supply systems have not been sustainably managed mainly due to the lack of budget for
management and maintenance, which results in system degradation and even total breakdown.
Introduction of innovative and practical waste treatment technologies and methods is required.
50% of households nationwide have no hygienic latrines and are using un-hygienic latrines such
as fish pond latrines, bucket latrines and dug latrines, thereby causing surface water pollution.
As the awareness of authorities at different levels and people is poor, they tend to emphasize
water supply rather than sanitation, and construction of new systems rather than taking
advantage of existing facilities. Though annual budgets have continuously been increased, the
total government budget still fall short of demand (accounting for only 22% of the total mobilized
budget). The Government budget is mostly allocated to difficult areas, poor households targeted
by social policy, remote areas and ethnic groups, and mostly used to construct new systems.
Less is spent on IEC and building capacity of management, operation and maintenance of
constructed works. Creation of a clean water and environmental sanitation market is at an early
stage, and policies to encourage investments and existing credit mechanisms fail to attract the
participation of different economic sectors in the society, especially the private sector. Despite
the fact that attention has been put on RWSS facilities in schools, clinics, and other public
institutions, some schools do not have latrines and others have latrines that do not meet the
needs.

343. Water Resources. While a high-rainfall country, Viet Nam it is not rich in water. More
than 60% of the water in rivers comes from other countries. There are long dry seasons and
nearly two thirds of the water is concentrated in the far south in the Mekong delta. The demand
for water is also growing rapidly. Groundwater is important in both rural and urban areas, but
groundwater levels are beginning to fall dramatically in some areas resulting in land subsidence
and damage to infrastructure, as well as elevated levels of arsenic in groundwater supplies.
Although the recent creation of the Ministry of Natural Resources and Environment (MONRE)
was aimed at making more effective use of land and water resources, many constraints remain.
MONRE tends to follow an engineering, sectoral approach to water resource development and
have yet to assimilate integrated water resources management (IWRM) into their planning
strategies and work practices. Provincial agencies have considerable authority to make key
decisions on water infrastructure development and management, but their capacity to address
poverty in water projects and coordinate cross-sector aspects of resource management is
limited. Irrigation management companies (IMCs) display little service orientation or capacity to
manage irrigation in a sustainable manner. Maintenance is infrequent and at the tertiary level,
water users are not fully empowered to take water management decisions affecting their
livelihoods. There is a disconnect between the payment of water user fees and the delivery of
water in the correct amounts and at the appropriate time. A key challenge is to develop greater
capacity for broad, river basin-based analyses of water (and other natural) resource issues to
identify constraints and the most appropriate means of overcoming them.
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344. While the focus of investments in irrigation has been on the upgrading of existing
infrastructure, about 40% of the command areas are not yet served. The financing needed to
upgrade and expand the country's water sector infrastructure is estimated to be more than $3
billion, where water supply and irrigation are priority sectors for official development assistance.
It is noteworthy that investments that have improved or facilitated access to new technology and
markets (i.e., roads and communication) have also had a major impact on agriculture.

345. Forestry. The forest sector contributes significantly to economic and social stability,
environmental sustainability, and poverty reduction. The sector contributed about 1.3% of GDP
in 2004. While there has been a nominal increase in forest cover over last decade, the condition
of natural forests continues to decline. Forest area is only increasing for plantation forests;
natural forests are declining rapidly, primary growth forests are scattered and under continuing
threat, and mangrove forests are fast disappearing. There is a sharp decline in stocking levels
from 119 m3/ha in 1990 to 38 m3/ha in 2000, which amounts to an annual net disinvestment of
$2.5 billion because of deforestation and degradation. Key constraints include (i) forest products
supply deficit; (ii) weak institutional capacity and technological know-how; (iii) low levels of
investment; and (iv) ineffective enforcement of existing policies and regulations. To reverse the
decline and enhance the sector’s contribution to economic growth, greater effort needs to be
made to (i) create and enhance a wide range of livelihood activities based on sustainable
development and use of forest resources (including non-wood forest products); (ii) improve
institutional support for implementation of existing regulations; and (iii) rehabilitate and restore
natural forests and watersheds as a means of protecting and sustaining environmental services.

 c. Government’s Strategy

346. The SEDP (2006–2010) sets out a strategy to eliminate hungry households and
substantially reduce poor households by 2010. The aim is to facilitate a shift from agriculture to
industry and services by developing rural−urban areas, encouraging non-farm employment in
rural villages and towns, and promoting decentralized urban areas with links to rural hinterlands.
In the next 5 years, besides the need for rapid development, more attention will be paid to
sustainable development and increased quality and efficiency of growth. Planned outcomes
include: increased agricultural sector production to meet needs for food security, livestock and
annual exports; improved crop productivity, quality, and processing of high-value products;
sufficient livestock production to serve domestic markets; development of aquaculture; and
increased supply of forest products, especially wood products. The SEDP targets annual
agriculture sector88 growth of about 3.0–3.2% over the next 5 years. Agriculture’s share of GDP
is expected to decline from 20.9% in 2005 to 15-16% by 2010. Agriculture’s share of total
employment is expected to decline from 57% to 50% over the same period. Agriculture’s share
of total development investment is expected to remain unchanged at 13.5% in 2006–2010.89

347. The Ministry of Agriculture and Rural Development (MARD) has reflected SEDP strategy
and targets in its 5-year plan for 2006–2010. MARD’s 5-year plan aims to (i) modernize the
agriculture sector; (ii) strengthen agriculture science and technology; (iii) increase investment in
the improvement of post-harvest operations and biotechnology; (iv) promote agricultural trade
and marketing; and (v) strengthen the system of sector management, thereby increasing
agricultural household income, and ensuring sustainable and equitable sector growth. MARD

88  Including forestry and fishing.
89  Government of Viet Nam. 2006. Socio-Economic Development Plan, 2006–2010. Hanoi. (p. 254).
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has also prepared a RWSS National Strategy and has launched a comprehensive partnership
agreement with development partners to improve the coverage and the policies for the sector.

348. The Forest Development Strategy (2001–2010) and sector plans call for making forestry
an important economic sector by (i) protecting and developing forest resources and increasing
forest cover from 32% to 43% by 2010, (ii) achieving an annual growth rate of over 3.5% during
2006–2010 period, (iii) accelerating and completing forest land allocation, (iv) improving
livelihoods and reducing poverty in mountainous and ethnic minority dominated areas, and (iv)
increasing the efficiency and value of the country’s wood processing industry. The
Government’s policy is to restrict the state’s role to forest and biodiversity protection, and allow
the non-state sector to dominate production forestry.

349. Investments in specific projects (for agriculture, water storage, irrigation, flood and
natural disaster management, rural infrastructure, and forestry) have been underpinned by
country-wide poverty reduction programs that provide direct assistance to poor households and
communes. The Hunger Eradication and Poverty Reduction (HEPR) and Program 135, both
initiated in 1998, cover a range of benefits from exemption of fees and taxes (under HEPR) to
the provision of grants for small-scale infrastructure (under Program 135).

 d. ADB’s Development Experience

350. ADB has supported agriculture and natural resources projects in Viet Nam from the early
1990s, providing90 16 loans amounting to $691.5 million, and 36 TAs amounting to $25.258
million. ADB’s approach, in close partnership with other lending agencies and aid partners, has
targeted poor regions and incorporated institutional support and policy reforms. Emphasis is
placed on building institutional capacity in MARD, MONRE and the provincial agencies,
establishing IWRM and river basin management, improving irrigation infrastructure and water
service delivery, increasing the autonomy and accountability of service providers to meet the
needs of the poor, and establishing sustainable O&M through appropriate levels of cost
recovery and user participation. A large part of ADB's efforts to reduce poverty in rural areas
focused on development of rural infrastructure as a means of creation livelihood stimulus. ADB
has also played an important role in forestry by bringing innovations piloted at the local level by
bilateral aid partners into the mainstream of forestry practice. ADB’s assistance has emphasized
small-scale planting rather than forest resource development and management.

351. Specific lessons related to project design include (i) policy, regulatory, and institutional
shortcomings—particularly the low capacity of institutions at provincial and lower levels of
government—need to be fully recognized and addressed in the design phase; (ii) the capacity of
executing and implementing agencies to incorporate social, environmental, and governance
aspects needs to be complemented by sustained technical assistance; (iii) projects should be
straightforward and simple to implement, with simple approval procedures and modest, realistic
targets in terms of policy reforms or other innovations, and the number of subprojects should be
kept to a minimum; (iv) beneficiaries should be engaged early in planning and design to ensure
that their needs are adequately reflected and to include, under project financing, the small-scale
works needed to ensure equitable distribution of benefits; (v) specific actions targeting women
and households headed by females ensure more equitable distribution of benefits in rural
development projects; (vi) a whole river basin approach to the management of water resources
should be taken; and (vii) greater attention needs to be given to monitoring project performance,
including establishing baseline conditions before project implementation.

90  As of 31 December 2005.



Appendix 3186

 e. Activities of Other Development Partners

352. External funding agencies supporting the agriculture sector include the World Bank
(Agriculture Diversification, Northern Mountains Poverty Reduction, and Community-Based
Rural Infrastructure), AusAID (Capacity Building for Agriculture and Rural Development),
DANIDA (Agriculture Sector Development Support), and JICA (Strengthening Veterinary
Research, Capacity Building for Agricultural Engineering Institute, and Capacity Building for
Water Resources Institute). World Bank, UNDP, UNICEF, and the Governments of Australia,
Denmark, France, Japan, and the Netherlands actively support the water sector, where ADB
and the World Bank are coordinating formulation of a joint Water Sector Review. Coordination
with funding agencies and international NGOs is being done through regular and ad hoc group
meetings of the International Support Groups (ISGs) of MARD and MONRE. In forestry, ADB
co-chairs the Forest Sector Support Program (FSSP) which coordinates the activities of 21
funding agencies including KfW, the Netherlands, Sweden, Finland, Germany, European
Commission, and Switzerland. Environmentally focused NGOs include IUCN, World
Conservation Union, WWF, Oxfam and Birdlife International.

 f. ADB’s Strategy

353. ADB's emphasis in rural development has shifted toward balancing infrastructure
investments with livelihood support and capacity building to help achieve MDGs and VDGs.
ADB aims to help (i) generate sustainable and equitable economic growth and poverty reduction
by addressing bottlenecks to increased and more efficient investment in market-oriented
agriculture and non-farm rural employment generating activities, and (ii) reduce the vulnerability
of people living in rural areas to natural disasters and economic shocks. ADB will promote
diversification and continue to support the key policy reforms aimed at removing institutional
bottlenecks to the sustainable use and management of natural resources.

354. Agriculture. The agriculture sector is at a critical point, where more productivity-oriented
contributions to growth are required, as highlighted in the SEDP and MARD’s five-year plan.
ADB will continue to support ongoing sector policy reforms and capacity strengthening efforts
through ASDP and the proposed Agriculture Science and Technology Project in collaboration
with other external funding agencies. ADB will help strengthen agriculture sector
competitiveness through provision of technical and financial support to improve the quality and
safety of agricultural and agro-based products.

355. Rural Infrastructure and Livelihoods. ADB will continue to support community-based
livelihood projects and rural infrastructure expansion in poor districts, with an emphasis on
identifying and addressing key constraints, and on building links with more economically
developed or resource-rich areas that could attract private investors. The primary aim will be to
create and expand the range of non-farm income-generating activities. Investments will seek to
reduce the vulnerability of rural communities to natural and other shocks, and to build small-
scale infrastructure that has been selected and planned through participatory approaches to
meet basic needs. The link between resource depletion and poverty will be addressed through
improved management of natural resources (land, water, forests, and coastal resources).
Greater attention will also be given to women’s needs and social inclusiveness (particularly in
relation to ethnic minorities). ADB will also support expansion of water resources development
(including water supply and sanitation, irrigation and flood protection).
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356. ADB will support the sustainable development of RWSS in poor provinces using a sector
approach and in close partnership with other development partners. ADB will assist the
Government in the implementation of its National RWSS Strategy by helping establish a
strategic planning system for RWSS, the development of monitoring mechanisms, the
strengthening of provincial capacities and participatory processes and the promotion of private
sector participation.

357. Water Resources. ADB will target poor regions and incorporate institutional support and
policy reforms in line with ADB’s Water Policy. Support will be given to MONRE to build its
capacity for water management, river basin and land-use planning, and environmental
management, with particular emphasis on sustainability and IWRM approaches. Emphasis will
be given to improving water service delivery, increasing the autonomy and accountability of
service providers to meet the needs of the poor, and establishing sustainable O&M through
appropriate levels of cost recovery and user participation. All new projects incorporate disaster
risk reduction measures to prepare for and avoid the worst impacts of natural disasters.

358. Forestry. ADB will support the Government’s forestry policy by improving the condition
and value of Viet Nam’s forests, reducing poverty among the country’s poorest households
living near forests, and improving protection of critical watersheds and globally significant
biodiversity. Specific investments will help the Government institute sustainable forest
management within the country’s remaining natural forest resource base. ADB will work closely
with other development partners through the Forest Sector Support Program (FSSP)
partnership to develop a sector-wide program approach to forest sector investments.

359. Cross-Cutting Issues. Women play a major role in farming and other activities. Direct
and positive impacts can be readily achieved in poverty reduction by improving women’s access
to project benefits and increasing their participation in decision-making processes, while
ensuring that their access to resources are protected. Effective decentralization of planning and
implementation of public services and infrastructure could help ensure ADB interventions better
respond to local opportunities and needs. Public administration reforms have the potential to
increase accountability and effectiveness and to reduce local barriers to private sector
investment. Efforts to increase accountability, transparency, cost-efficiency, effectiveness, and
autonomy will be built into the delivery of rural infrastructure and services.

360. ADB will continue to support regional cooperation through its support to the GMS
working groups on agriculture and environment, and efforts to increase subregional trade and
investment cooperation in the agriculture sector and promote environmentally sound
development. Efforts will also be made to increase cooperation to better manage shared
resources, such as water (especially in the Red and Mekong River basins) and trans-boundary
forests and bio-conservation areas.

 g. Implementation and Monitoring

361. Public investment in agriculture, natural resources and rural development must be
planned in a holistic manner and, where possible, public–private partnerships will be promoted.
Community participation, women’s empowerment, and decentralization will be strengthened.
More effective local governance will be stressed by boosting the capabilities, financing, and
authorities of local bodies. ADB will, where feasible, adopt a sector development program
approach. Strong government ownership is crucial to the success of sector development
initiatives. ADB will consult widely and ensure that high quality and broadly understood analyses
are available to support proposed reforms. More inter-provincial and inter-sector coordination
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will be needed to ensure the appropriate selection of investments. Opportunities to use ADB’s
new innovation and efficiency (IEI) lending products will also be explored as appropriate.

362. Emergency responsiveness and disaster risk reduction measures will be mainstreamed
into the Government’s agriculture and rural development policies and programs. Finally,
effective and participatory monitoring and evaluation of development interventions will be
financed in all projects to ensure that investments in achieve desired results.

Table A3.21: Sector Road Map for Monitoring Development Results

Item Indicators
2000 2005 2010 2020

A: Sector
Outcomes

Targets

Agriculture share of GDP (% of total)b 24.5% 20.9% 15–16%
Maintain growth in value of
agricultural production (D billion)c

5.4%
(2001–2005)

 4.5%
(2006–2010)

Maintain overall cropped area (%)d -2% 0%
Maintain current level of domestic
cereal production (MMT)e

34,5
(2001) 40.7 44

Increase rice yield and quality
(MT/ha)f 4.24 4.8 5–6*

Value of agriculture exports
(Bn USD)g

$4.4 billion
(2001)

$8.3 billion
(2005 est.) $13.3 billionh

Create quality
change in
agricultural
production and
strongly develop
the rural
economy,
satisfy domestic
demands and
increase export
turnover.a Increase irrigated area (%)i 0.57% 2%*
Manage and
use natural
resources to
meet SEDP
goals.j

Increase forest cover (%)k 30% 32% 43%

Increase forest condition 38 m3/ha 55 m3/ha 75 m3/ha
B: Sector Outputs 2005 2010 2020
Agriculture, Rural Infrastructure and Livelihoods:
(i)  Improve access to markets through infrastructure

development;
(ii)  Create a knowledgeable and skilled human

resource base for agriculture, service and
agroprocessing;

(iii)  Broaden policy reforms to increase private
investment, improve access to international
markets, and attract foreign investment,;

(iv)   Develop market institutions (financial land and labor
markets).

100% coverage
100% coverage

Effective policy
implementation
Effective markets

Water Resources:
(i)  Develop Natl. Water Sector Strategy, implement

reforms embodied in the Water Resource Law
(WRL), strengthen river basin organizations;

(ii)  Strengthen water user groups, cooperatives and
irrigation management companies;

(iii)  Strengthen and upgrade water resources
infrastructure

Natl. Water Sector
Strategy adopted.

WUGs play increasing
role in irrigation
schemes



Appendix 3 189

Item Indicators
Forestry:
(i)  Protect and develop forest resources and increase

forest cover
(ii)  Annual growth rate of over 3.5% during 2006-2010

period;
(iii)  Accelerate and complete forest land allocation;
(iv)  Improve livelihoods and reduce poverty in

mountainous and ethnic minority dominated areas;
(iv)  Increase the efficiency and value of the country’s

wood processing industry.

(For targets, see
Sector Outcomes)

C. Sector Issues and Constraints
Rural Infrastructure and Livelihoods: • Poverty incidence is highest in rural northern and central

highlands and coastal areas.
• Rural poverty disproportionately affects ethnic minorities.
• The rural poor have limited access to resources. They face

frequent natural disasters, and are vulnerable to seasonal
hardships and disease.

• Access to most types of infrastructure is poor in many rural
villages and communes.

• Widening socioeconomic gaps: both rural-urban, and
mountain areas-plain areas.

Agriculture: • Policy and institutional constraints still limit agricultural
growth.

• Inefficient land markets. Limitations on land transfers and
land size constrain the availability and flexible use of
agricultural land.

• Weak access to financial services in rural areas.
• Administrative barriers and weak enforcement of private

sector development policies is constraining private
investment in rural employment generating opportunities.

• Reducing barriers to foreign and domestic private
investment needed to improve post-harvest storage,
processing and marketing.

Water Resources: • only partial progress in implementing reforms embodied in
the Water Resource Law;

• sector institutions need to be strengthened;
• water resources infrastructure (irrigation system, flood

management facilities, and multi-purpose hydroelectric
schemes) need strengthening;

• competition for water is increasing and water quality is
deteriorating;

• increasing demand for financing for water resources
infrastructure; and

• the need for effective regional cooperation in managing
shared water resources will increase as regional demand
for water increases.

Forestry: • Ineffective forest land classification and “ownership”
regimes

• State Forest Enterprise controlling the best natural forests
but poorly managed

• National forest estate not delineated/demarcated
• Inadequate forest management information, knowledge

and capacity
• No private sector investments (Domestic and Foreign)

Environment and Biodiversity: • Increasing land, forest, water resource degradation
• Insufficient capacity for the protection of high-value

biodiversity landscapes
• Insufficient investments in environmental and biodiversity

protection and restoration
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D. Actions, Milestones, and Investments By Agency

Schedule ADB
Others/
External Gov’t

Rural Infrastructure and Livelihoods: - Livelihood
Improvement
in Central
Coastal
Provinces

- Rural
Infrastructure
for Sustainable
Livelihood
Improvement:
Central Region
- 70% of rural
households
have hygienic
latrines

- 100% rural
primary
schools,
kindergarten,
nurseries,
clinics and
commune
people’s
committees
have access to
clean water
and hygienic
latrines

2006–
2010
2007–
2010

2007–-
2010

2007–
2010

2007–
2010

$35 m

$50 m

$24 m $12 m

$24 m

Agriculture: - Agriculture
Science and
Technology
- Quality and
Safety
Enhancement
of Agriculture
Products

2006–
2010

2008–
2012

$30 m

$35 m

$10 m

$15 m

Water Resources: - Water
Resources
Management
- Rehabilitation
of Irrigation
Systems
- GMS Flood
Management &
Mitigation

2008–
2012

2009–
2013

2009–
2013

$50 m

$50 m

$30 m

$25 m

$30 m

$20 m

$25 m

$20 m

Forestry: - Forest
Livelihood
Improvement
in Central
Highlands
(FLICH)

2006–
2010

$45 m $16.5 m $14.6
m
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- Capacity
Building for
Forest
Livelihood
Improvement
in Central
Highlands

2006–
2010

$0.25
m

$8.0 m

Environment and Biodiversity: Build increased
capacity to
protect high-
value
biodiversity
landscapes,
and promote
increased
investment in
biodiversity
protection and
restoration

ADB = Asian Development Bank, GDP = gross domestic product, GMS = Greater Mekong Subregion, Gov’t =
Government, SEDP = Socio-Economic Development Plan (2006–2010).
a Draft National Five-Year Socio-Economic Development Plan (2006–2010), p. 81.
b Draft National Five-Year Socio-Economic Development Plan (2006–2010), p. 26.
c Draft MARD Five-Year Plan for the Agricultural and Rural Sector (2006–2010), p. 9.
d Government of Viet Nam Statistics Office (http://www.gso.gov.vn) – cropped area in 2000 = 12,644,300 ha – and
Draft National Five-Year Socio-Economic Development Plan (2006–2010), p. 13.

e Draft National Five-Year Socio-Economic Development Plan (2006–2010), Annex 1 Table 4 p. 182, and Annex 3
Table 3 p. 238

f Government of Viet Nam Statistics Office (http://www.gso.gov.vn)
g Draft National Five-Year Socio-Economic Development Plan (2006–2010), Annex 1 Table 7 p. 185.
h Draft MARD Five-Year Plan for the Agricultural and Rural Sector (2006–2010), p. 11.
i Draft MONRE National Water Resources Strategy: Toward the Year 2020 (2005), p.7 – irrigated area in 2000 = 3.45
million ha – and Draft National Five-Year Socio-Economic Development Plan (2006-2010), p. 15 – increase in
irrigated area 2000-2005 = 94,000 ha

j Draft National Five-Year Socio-Economic Development Plan (2006–2010), p. 109.
k Draft MARD Five-Year Plan for the Agricultural and Rural Sector (2006–2010), p. 12, and FAO
l Draft MARD Five-Year Plan for the Agricultural and Rural Sector (2006–2010), p. 12, and FAO
Source: ADB estimates

E. Private Sector Operations

 1. Private Sector Operations

 a. Introduction

363. PSOD, through its infrastructure (PSIF) and financial sector (PSOP) divisions, is
committed to use its investment products (equity, debt, guarantee, and technical assistance) to
assist Viet Nam to improve, expand and develop the private sector. In both infrastructure and
financial sectors, PSOD recognizes the balance between its longer-term strategy with regard to
market engagement and its ability to address and service and market demands as they arise.
PSOD’s investments require commercial feasibility and development impact, and alignment to
Viet Nam’s priorities as articulated in SEDP.
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 b. Private Sector Operations in Infrastructure

364. Viet Nam’s demand for infrastructure is increasing rapidly. Investment requirements for
the period 2006–2010 are estimated to be 60% greater than the previous five-year period, and
exceed the Government’s fiscal capacity, even with expected increases in user fees,
equitization proceeds, new bond issues and ODA loans. Shortfalls will need to be mobilized
from the private sector in the form of FDI and, where feasible, public-private partnerships.

365. The Government’s attitude toward private sector participation in infrastructure remains
ambiguous, and only a handful of projects have been successfully completed. Low tariff levels,
incomplete or inconsistent regulations, and “bundling” of sector utilities all reduce incentives for
broader private sector participation. The lack of successful projects results in commercial banks
continuing to rate future transactions as high risk, requiring the participation of a multilateral or
bilateral aid agency to take the lead and provide political risk or credit guarantees for any
commercial debt for the projects. During the next 5 years, gradual removal of Government
barriers should be accompanied by individual demonstration projects.

366. There is a strong case for ADB private sector operations to lend and/or invest in
demonstration projects in the energy and transport sectors, as there has been little private
sector participation in these sectors since the Phu My projects in 2002 and 2003. Demonstration
projects would send positive signals to the market and create a broader base of experience to
help identify and document best practices for replication. ADB should prioritize transactions that
have at least one of the following features:

(i) a strong demonstration effect and pilot testing of concepts, approach, and
contractual arrangements for specific subsectors and for private involvement in
infrastructure;

(ii) synergy with public sector operations in Viet Nam, including the development of
PPPs; and

(iii) catalyze or “crowd in” commercial cofinancing that otherwise would not be
leveraged without ADB’s participation as a lender, equity investor or guarantor.

367. ADB will seek to integrate private sector considerations and maximize private capital in
all relevant operational activities. Opportunities will be sought to deepen private sector
participation in the supply of physical and social infrastructure. The aim will be to promote
increase employment growth and to free up scarce government capacity to focus on functions
and services that cannot be provided by the private sector. ADB will support possible private
sector participation in areas such as (i) power generation and transmission; (ii) transport,
including urban mass-transit systems and tolls roads; and (iii) sea ports and airports. This may
comprise both privately invested projects and public–private partnerships that would include
both ADB’s public and private sector operations.

 i. Energy Sector

368. ADB will play a catalytic role in mobilizing private sector investments to thermal power
generation. ADB is jointly preparing with SEID the Mong Duong Thermal Power Project, which
will be structured as a public private partnership, with phase 1 (1,000 MW) and the common
facilities implemented by EVN with ADB OCR support, and phase 2 (1,200 MW) implemented
by a private investor with ADB support. This approach is consistent with the Government’s
strategy of attracting private investments in partnership with public sector for thermal power
plants. Where there are no site-specific reasons for direct government involvement, future
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thermal power generation plants should be developed as independent private power projects
awarded through a competitive bidding or transparent price benchmarking process. As
demonstrated by the successful financing of the now operational Phu My 2.2 and 3 projects,
there is significant interest by reputable foreign investors in gas-fired thermal plants in Viet Nam,
and EVN’s financial resources could be more effectively allocated to complex hydropower and
transmission and distribution expansion. ADB will also consider providing TA resources for the
Government’s pursuit of this strategy and support for the preparation of competitive bidding
documents, bid evaluation and contract negotiations of thermal power generation projects,
including one to two proposed phases of 750 MW each at the O Mon site in southern Viet Nam.

369. Given the substantial foreign capital requirements for power projects, ADB will also
increasingly leverage cofinancing from other sources, by (i) providing political risk and/or partial
credit guarantees, (ii) acting as lender of record under ADB’s Complementary Financing
Scheme (CFS), and (iii) providing guarantees to export credit agencies and other commercial
financiers to mitigate political and risks of a project. ADB will also explore the use of reinsurance
markets to further leverage and deepen ADB’s ability to structure financing for power sector
projects.

 ii. Transport Sector

370. ADB could support the development of blueprints to identify target market environments
necessary to attract private sector participation (PSP). This is particularly true in the ports sector
where there is potential for PSP, but where the dominance of SOEs, rigid tariff schedules and
absence of a regulatory framework conducive to PSP make it less attractive. It is unclear
whether private participation will be allowed in airport management or railways until further
clarification of Decree 155 (2004) is provided. In the roads subsector, there appear to be
opportunities for the private management of toll roads on a concession basis (as has been done
in HCMC), but complex land acquisition procedures and the difficulty of recovering costs with
current tariff levels are likely to deter private consortia from developing new toll roads on a BOT
basis. Despite such constraints, ADB will seek to develop a framework for a demonstrational
highway PPP, combing public and private sector operations.

371. Air transport remains largely undeveloped, and is a luxury to most Vietnamese. The
Ministry of Transport estimates that D18 trillion is needed to maintain and expand existing
airport infrastructure from 2002–2010, or only 2% of the total investment requirement for the
transport sector as a whole. ADB may support the development of an airport concession or
upgrading project being undertaken by the private sector under the BOT model.

 iii. Water Sector

372. Private sector participation remains limited to small scale water retailers and some waste
removal businesses. Private sector investment should be viable in bulk water supply, but only
two attempts have been made to negotiate BOTs in this service, both of which ended
unsuccessfully.91 Increasing PSP in water and sanitation services will require formalizing the
rules of the game. Government receptivity to private participation in water projects is unclear.
The Government issued a decision prohibiting BOT water projects involving foreign investors in
2000, although private domestic water projects are allowed. Prime Minister’s Decision 155

91 The first attempt involved a consortium with Lyonnaise des Eaux, and the second Binh An Water Corporation
Limited (BAWC), which was to supply 100,000 m3/day of treated water on take-or-pay basis to HCMC (approx
10% of total need), and also provide water to Bien Hoa Industrial Zone. Both deals broke down due to inability to
agree on take or pay terms.
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(August 2004) confirms that the State will retain at least 50% of capital in large urban water
companies, but does not explicitly prohibit private (domestic or foreign) participation in bulk
water supply. Given the confusion regarding the legality of PSP in the sector, a clear statement
of policy and target sector structure is needed to create opportunities for investment. ADB could
consider supporting investments in these joint stock companies, provided there was public
sector participation to address the policy and enabling environment issues.

 iv. Industrial Sector

373. As a key driver of economic growth and employment, ADB may support development of
industrial complexes and infrastructure to service such industries. This may include captive
power supply, wastewater treatment, (gas or other fuel) supply. Other assistance could be
considered to address development bottlenecks.

 v. Tourism Sector

374. ADB’s RCSP for the GMS indicates support for tourism development strategy, including
facilitating movement of tourists to and through the region, providing the infrastructure
investments (secondary airports, ports, piers, wastewater treatment, etc.) and other assistance
needed to ensure access to major culturally important tourist sites and to prevent their economic
degradation. ADB’s private sector operations may support public-private ventures to develop
commercial tourism infrastructure in Viet Nam as part of the GMS regional strategy provided
that jobs would be developed and sustained in such ventures.

 c. Private Sector Operations in the Financial/Capital Markets Sector

 i. Issues and Development Challenges

375. Inefficient financial intermediation results in inadequate market-based capital allocation
to viable growth sectors such as SMEs as well as subverting a large segment of the economy
underground; a significant portion of Viet Nam’s GDP is unaccounted for in the formal financial
system. A more inefficient financial sector would enhance capital-factor productivity through
more efficient allocation of capital via financial institutions.

376. Viet Nam’s financial sector is inefficient and capital markets are underdeveloped. State-
owned commercial banks (SOCBs) dominate the banking sectors. Public equity-debt markets
still have much room to grow. Similar to PSOD’s efforts in the PRC, ADB could provide support
for equitization (i.e., privatize) of its SOCBs and other qualified national banks. In addition, given
the small and shallow non-state financial sector and capital markets (particularly domestic
corporate debt and equity markets), there is ample room for ADB’s private sector operations to
help develop this area through targeted investments and interventions.

377. Liberalization of markets and increased regional and international trade, an important set
of priorities of the SEDP, will require Viet Nam’s human resources, industries, and financial
sector to be increasingly competitive along regional and global standards. Increasing integration
will require Viet Nam to develop the capacity and business scale of its financial institutions.
While a handful of the largest joint-stock (private sector) commercial banks have opened up to
equity investments from international strategic investors92, more of such investments

92 Standard Chartered Bank and ANZ Bank are two foreign banks that have made equity investments in Vietnamese
joint-stock banks.



Appendix 3 195

(particularly into strong mid-tier and provincial banks) will need to be supported and catalyzed.
In addition, private sector nonbank financial institutions (e.g., leasing, credit guarantee,
brokerage, private equity fund, microfinance institutions) also form an important component of
the financial sector and whose promotion will ultimately enhance sustainable economic growth.

378. PSOP’s product suite comprises of (i) equity (direct and via investment funds) (ii) loans
(senior and subordinate), and with respect to capital market projects (iii) guarantee (credit
enhancement) to foster the creation of securitization and public debt/bond markets. Finally, two
areas of coverage that PSOD looks for within these subsectors are (i) SME-finance as SMEs
play a valuable role in the growth of Viet Nam’s economy; and (ii) privatization (equitization)
initiatives which strengthens Viet Nam’s private sector and economic development.

 ii. Financial Institution Interventions

379. ADB undertakes financial institution interventions (FII), by working with banks, insurance
companies, nonbank credit companies, leasing companies, exchanges, depositaries, etc.
(together: FIs) and following two different approaches with distinctive goals:

(i) Develop the financial sector to improve mobilization of savings and extension of
credit. Efficient and effective financial intermediation through financial institutions
is an essential requirement for private sector development and economic growth.

(ii) Deliver ADB funds through FIs to real-sector entities that cannot efficiently be
reached directly by ADB’s operations. This approach allows delivery of ADB
assistance to medium, small and micro borrowers and makes use of the FIs’
local market knowledge and infrastructure.

380. FIIs are conducted by ADB’s public and private sector windows, and may include

(i) creating an enabling environment (regulation, supervision, capacity building, and
financial infrastructure);

(ii) resolving problem institutions (restructuring, recapitalization, and privatization);
(iii) filling market gaps by creating new institutions (specialized lenders, exchanges,

credit ratings agencies, credit information centers, depositories, and giro
systems);

(iv) providing regulatory capital (equity, subordinated debt, and other capital
instruments) to key institutions to support capital ratios and asset expansion;

(v) providing funding (additional liquidity, longer tenors, foreign currencies, etc.) to
key institutions to expand assets and improve asset-liability management; and

(vi) targeted (on-)lending programs to priority sectors such as SME, agriculture,
infrastructure, housing, and trade finance.

381. Opportunities for intervention through ADB’s private sector window abound – under
points (ii) to (vi). ADB private sector operations can also contribute to policy dialogue for point
(i). Interventions can take the form of lending (loans, bonds, etc.), equity investments, hybrid
instruments (e.g., preferred stock, subordinated debt, and convertible debt), partial credit and
political risk guarantees. The basis for any intervention is (i) a general “needs assessment” and
(ii) a specific opportunity to intervene. In its equity investments, ADB will not take control or get
involved in the day-to-day management, but will strengthen corporate governance participation
in the supervisory board or other means. Debt provision is on market terms but ADB enters
niches and underserved markets or bridges the gap with respect to maturities and structuring.
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 iii. Investment Funds

382. ADB’s investment funds operations (IFOs) are a crucial means for ADB to stimulate
entrepreneurial finance and support sustainable economic growth. IFOs can deliver private
equity to Viet Nam, simulates domestic market development and capacity-building and
increases Viet Nam’s access to debt financing. Strategic objectives for IFOs include (i) to
contribute in a significant way to the growth and sustainability of Asia’s private equity industry;
(ii) to support institution-building and skills development; (iii) to be an active investor, with an
active approach to corporate governance and environmental standards; and (iv) to remain
Asia’s investor of choice for as long as ADB’s support of the private equity industry is needed.

383. ADB invests in two kinds of private equity funds, which balance goals of both financial
and developmental returns:

(i) Economically focused funds. More mature funds guided by experienced,
capable management teams investing in high-performing SMEs. Goals are to
generate risk-adjusted returns, stimulate economic growth, and ensure continuity
of capital flows.

(ii) Development-focused funds. Less mature funds with less experienced fund
managers, often investing in more volatile markets or sectors, or utilizing new
pilot investment models. Riskier investments that bring specific value-added to
SMEs and financial sectors, including long-term and/or innovative financing,
knowledge transfer, and capacity building. Actively develop private equity
markets.

 iv. Small and Medium-Sized Enterprises (SMEs) Supports

384. A lack of financing (debt or equity) is often cited as the key obstacle for most SMEs,
even those showing a track record, profitability and prospects for significant growth. Many such
firms cannot access bank financing because they lack hard assets to accommodate the banks’
normal requirement of 100% collateralization. On the other hand, with regard to equity financing,
many of these SMEs are too small to be considered by the investment funds that are operating
in Viet Nam. Moreover, these small firms are usually hesitant to accept third-party equity
investments as the owner-entrepreneur (often these SMEs are family-owned businesses) does
not want to relinquish large shareholding to an outside investor, particularly when that outside
investor’s primary exit is a trade sale that would ultimately dilute the original owner’s control in
the company. As a result, most of these SMEs end up growing organically (from retained
earnings) and are unable to seize significant growth opportunities that arise.

385. Numerous market distortions still inhibit adequate supply of financing for private sector
companies including: prioritized lending to SOEs, restrictions on competition from foreign banks,
high collateral requirements, limited project appraisal and business review capacity, and lack of
transparent financial information. The supply of financial services for SMEs comes mainly from
the four SOCBs which account for about 70% of all lending. Restrictions on the establishment of
branches by foreign banks and onerous capital requirements suggest this will remain the case
for the near future. The SCOBs have high levels of non-performing loans and they still face
pressure to lend to SOEs even when commercial criteria might dictate otherwise. About 70 % of
new bank credit is currently channeled to SOEs and, when agriculture is removed from the other
30 %, only a very small amount of lending is actually to SMEs. The leasing industry is small with
the main leasing companies being subsidiaries of the SOCBs, and their main activities being
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lease finance for their parent companies.93 There is also a wide gap with respect to availability
of equity finance. Foreign investors tend to invest only in larger equitized companies or foreign-
owned companies and overlook private Vietnamese companies. For these reasons, ADB will
work with financial institutions in Viet Nam to support financial intermediation for the private
sector, particularly in leasing, equity finance, local banks and SME finance.

386. Finally, the financial market and the private sector, in general, are dynamic, fast-moving
and multi-faceted. As such, it is neither sound to operationally approach this sector with a rigid
top-down perspective nor feasible to pre-design a surgical plan of interventions. Within the
current subsets of interventions, as well as new areas to be generated at appropriate times,
PSOP will strive to attain a balance of commercial prudence, development impact, and
operational efficiency. That these objectives are met, along realistic parameters, will certainly
yield benefits to the engaged financial sector and institutions, which, in turn, promote sound
investment and economic growth, and progress ADB’s core mission of poverty reduction.

93 DFID, 2003. SME Development and Pro-poor Economic Growth. Country Review. London.
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2005 COUNTRY PERFORMANCE ASSESSMENT RATINGS

Criteria Viet Nam All
Countries
(average)

1. Macroeconomic Management
2. Fiscal Policy
3. Debt Policy

5.0
4.0
4.5

4.2
3.8
4.0

A
. E

co
no

m
ic

M
an

ag
em

en
t

Cluster Average 4.5 4.0

1. Trade
2. Financial Sector
3. Business Regulatory

Environment

3.5
3.5
4.0

3.8
3.4
3.2

B
.S

tr
uc

tu
ra

l
Po

lic
ie

s

Cluster Average 3.7 3.5

1. Gender Equality
2. Equity of Public Resource Use
3. Building Human Resources
4. Social Protection and labour
5. Policies and Institutions for

Environmental Sustainability

5.0
4.5
4.0
4.0

4.0

3.5
3.6
3.5
3.2

3.3C
. S
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ia

l
In

cl
us

io
n 

an
d/

or
Eq

ui
ty

Cluster Average 4.3 3.4
Policy and Institutional Average (A+B+C/3) 4.2 3.6

1. Property Rights and Rule-
Based Governance

2. Quality of Budgetary and
Financial management

3. Efficiency of Revenue
Mobilization

5. Quality of Public
Administration

6. Transparency, Accountability
and Corruption in the Public
sector

4.0

4.5
4.0
4.0

4.0

3.3

3.5
3.4
3.1

3.0

D
. P

ub
lic

 S
ec

to
r

M
an

ag
em

en
t a

nd
In

st
itu

tio
ns

Cluster Average 4.1 3.3
1. Portfolio 4.5 4.2

Source: ADB. 2005. Country Performance Assessment. Manila
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COST SHARING ARRANGEMENT

A. The Cost Sharing with the Government of Viet Nam

1. Under ADB’s graduation policy1, the  cost sharing arrangement for Viet Nam was based on
the standard arrangement for a country in group B-1, i.e., at the maximum of 75% and 25% on a
project-by-project basis. During the country programming exercise, the Government requested
ADB to adjust the current cost sharing arrangement at the maximum of 90–10, i.e., 90% to be
financed by ADB and 10% by the Government, on a portfolio basis. This request is considered
justified because this would bring (i) ADB cost-sharing arrangement in line with those of other
development partners, (ii) consistency with the Hanoi Core Statement on Aid Effectiveness, agreed
with the development partners in Paris, (iii) timely implementation of ADB-assisted projects, and
(iv) additional government resources for other priority projects many of which are funded entirely by
the Government. Accordingly, during the implementation of this country strategy and program
(CSP) 2007–2010, the cost sharing arrangement between the Asian Development Bank (ADB) and
the Government of Viet Nam is set at the maximum of 90–10, i.e., 90% to be financed by ADB and
10% by the Government, on a portfolio basis. This becomes effective upon approval of the CSP.
To ensure efficient portfolio management, cost sharing at the Viet Nam portfolio level will be closely
monitored.

2. The analysis of the Government’s planning process and the pubic finance management
(see section B below) clearly demonstrates the integral nature of ADB-assisted projects (or
projects assisted by development partners in general) in the implementation of the new Socio—
Economic Development Plan, 2006-2010 (SEDP) which had been prepared in close consultation
with development partners and other stakeholders, particularly central and local government
agencies, other public institutions, and civil society organizations. Accordingly, the increase in ADB
financing is unlikely to adversely impact the Government’s ownership of ADB-assisted projects.

1. Harmonization with other Development Partners in Viet Nam

3. The prevailing cost-sharing practices of development partners in Viet Nam range from
about 75% to over 90%. The World Bank has no formal ceiling for its international development
assistance operations, but typically finances about 90% of all project costs in Viet Nam. Similarly,
Agence Française de Développement (AFD) has no formal ceiling but generally finances about
90%. Kreditanstalt fur Wiederafbau (KfW) finances in the range of 80-90% depending on the
nature of the project, while the Japan Bank for International Cooperation typically finances at a
ceiling of 85%.  ADB however has the highest requirement on the Government with a minimum of
25% financing for its projects. The new arrangement will bring ADB’s cost-sharing arrangements in
harmony with those of the other four banks operating in the country.

2. Facilitate Timely Implementation of Projects

4. A common factor contributing to project implementation delays has been the difficulty in
securing Government counterpart fund on time. The current 25% financing requirement on the part
of the Government has resulted in situations where the project implementation gets stalled on
account of executing agencies’ (EAs) inability to obtain funding on time (partly because such
counterpart financing is often made available by the local governments) while ADB funds though
available remains undisbursed. Moreover, implementation delays causing cost escalation require
EAs to seek additional supplementary financing from the Government, thereby delaying
implementation further. The 90% ADB cost sharing will break the cycle and help facilitate timely
project implementation, since this would allow major expenditure items to be financed entirely by
ADB, leaving certain specific project inputs, e.g., operations and maintenance expenses that are

1 ADB. 1998. A Graduation Policy for the Bank’s DMCs. Manila.
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not required during construction, to be financed by the counterpart funds. Consideration of
appropriate cost-sharing arrangement on a project-by-project basis while managing the overall
counterpart contributions at the portfolio level, will allow greater flexibility in designing appropriate
project financing arrangement.

3. Free-up Government Resources for other Priority Projects

5. At about 22% of gross domestic product (GDP), Viet Nam’s revenue generation is among
the highest in the region. Nonetheless, Viet Nam faces a major challenge in sustaining targeted
social development and poverty reduction programs because of massive investment requirement
of about 40% of GDP. Of the total investment, official development assistance (ODA) accounts for
only about 10%. The remaining 90% of investment is financed by public and private sources. By
financing up to 90% of ADB-funded portfolio, ADB can allow the Government to allocate greater
financial resources to other high-priority projects under the SEDP.

B. Assessment of Key Criteria

1. Public Expenditure Program and Balance of Payments

6. Viet Nam has adopted prudent macroeconomic policies, with solid revenue performance,
ensuring that the overall fiscal balance and public debt servicing remains manageable. Monetary
policy has been prudent, and financing of the fiscal deficit (including ODA support) had generally
been managed in a non-inflationary manner. Government financing needs (budget deficit plus off-
budget investments) has averaged around 4% of GDP over the last 5 years. Government’s
financing needs, and local financing required for development projects are expected to increase
sharply over the next 5 years, and will continue to exceed what the Government can raise
domestically. Attempts to increase the share of domestic savings directed to the public sector could
crowd out financing for the private sector.

7. The ratio of external debt servicing to exports remains manageable, having declined from
about 10.6% in 2001 to a relatively modest 5.0% in 2005. Viet Nam is meeting all its external debt
servicing obligations and most of its external debt is long term with concessional terms. The fiscal
balance and public debt servicing is expected to continue to remain sustainable over the period,
provided there are no major external shocks. Thus, the risk of major fiscal imbalances in the short
to medium term is seen to be low. IMF projects an overall fiscal deficit of about 3.5% of GDP and a
current account deficit of about 4.0% of GDP from 2005–2010.2 IMF projects that the GDP deflator
(an economy wide measure of inflation) will be contained at less than 3%.

2. Public Finance Strategy and Preferences

8. The Government aims to meet recurrent budgetary expenditure through revenues and to
borrow only for capital expenditure. Where possible, the Government prefers to borrow on
concessional terms. Borrowing on less concessional terms is generally limited to infrastructure
projects that are well designed and generate sufficient direct financial returns to repay loans. ADB’s
OCR is treated as less concessional source of funding, and therefore the use of OCR will only be
considered for commercially viable projects.

9. The Government has been actively reforming public finance management to transfer more
decision making autonomy and responsibility to provinces, districts and communes. The
Government actively encourages greater subnational agencies to actively implement cost recovery
of Government financed programs with the potential to generate financial returns. The Government
is also encouraging private sector financing of public services and infrastructure where feasible. An

2  IMF. 2006. Viet Nam: 2005 Article IV Consultations. Washington, DC. The SEDP targets a fiscal deficit of <5% of GDP.
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increasing number of development partners, including ADB, are seeking to develop more effective
decentralized implementation mechanisms. While these initiatives are desirable, both the
Government and ADB recognize that decentralization introduces new fiduciary risks. These need
to be addressed through changes and improvements in supervision and procurement methods,
increased public consultation and transparency through all stages of the project cycle, and
concerted efforts to improve sub-national institutional capacity.  In promoting decentralization of
projects, reducing the Government’s financing share is expected to facilitate project implementation
as often projects suffer delays because of the difficulty in ensuring the timely availability of the
counterpart budget to be channeled through, or made available by local governments.

3. Budget Management

10. The legal foundations for a market-oriented economic system have gradually been better
established with the approval of the State Budget Law in 1996 and its amendment in 2002. This
legislation establishes a division of responsibilities between the center and the provinces.
Implementing regulations are now in place providing a set of well-defined guidelines governing the
process of budget preparation and execution. Budgets have been generally realistic, with
outcomes in line with budgets and no major problems of expenditure arrears. The budget
management system includes mechanisms aimed at preventing overspending and
misappropriation of resources. However, there remains considerable variability between provinces
in their capacity to effectively implement decentralization initiatives. The recent increase in off-
budget operations is also a concern as it undermines fiscal transparency. Nevertheless, the
outcomes of overall public expenditure in terms of poverty reduction and key social indicators
provide solid evidence of the overall impact of public development expenditure.

11. Controls on Government-financed program are relatively stringent, and is one reason
leading to delays in disbursements of ODA financed projects. Development partners responded to
these delays by establishing project management units (PMUs) with streamlined processes. The
Government and development partners have agreed to move towards developing unified
procedures based on the Government budget system in order to reduce duplication and to
increase the cost-effectiveness and accountability of all development expenditure. Studies to
assess the cost-effectiveness of alternative options for the delivery of development assistance are
ongoing, but there is general agreement (e.g., under the Hanoi Core Statement) that the way
forward is to increase the share of ODA financing that is provided in the form of budget support.

4. Performance of Ongoing Projects

12. There were 34 ongoing ADB projects (amounting to $2.3 billion) in the public sector at the
end of March 2006. The sectors with the largest share of ADB lending are (i) energy (21.3%),
(ii) transport and communications (21.1%), and (iii) agriculture and natural resources (17.7%). Most
(31 out of 34) ongoing projects were rated satisfactory in terms of implementation progress. In
terms of development objectives, 33 projects (i.e., 97% of the portfolio) were rated satisfactory. The
percentage of projects at risk, fell from 15.2 % in 2004, to 11.1% of ongoing projects in 2005, but
remain above ADB-wide rates for at risk projects. Contract awards and disbursements also
improved in 2005, with net resource transfers of $191 million compared with $157 million in 2004.

13. Project implementation delays, however, continue to be a persistent concern.3 This is due
to (i) delays in recruiting consultants; (ii) centralized and lengthy decision making processes; (iii)
weak capacity in PMUs; (iv) inconsistent legal framework for ODA management and procurement;
(v) delays in applying social safeguards, particularly resettlement; (vi) delays in procurement
processes; and (vii) inadequate quality of project preparation, with important technical issues
having to be addressed during implementation.

3 45.2% of the portfolio experiencing implementation delays in 2003, 34.4% in 2004, and 31.4% in 2005.
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14. Actions have been taken to address constraints to improve portfolio performance.
Harmonized ADB and Government loan and TA processing procedures have been established to
facilitate appropriate consultation and decision making by ADB and the Government to accelerate
project approval processes. Guidelines on ADB and Government financial and other procedures
have been prepared to guide executing and implementing agencies and ADB staff during project
implementation. ADB’s loan project implementation capacity is being strengthened. Periodic
portfolio reviews and project specific meetings are being convened to address portfolio issues and
project specific problems on time.

5. Viet Nam’s Financing of Overall Development Program

15. The SEDP envisages an increasing share of private sector financing in the total investment.
The private sector share in domestic investment is expected to grow from 48% to 55% during the
SEDP (2006–2010). Much of Viet Nam’s success in accelerating socioeconomic development has
been homegrown and two thirds of the total investment is financed from domestic sources.
Because there is clear national ownership of, and broad public support for, the development and
economic reform agenda, the Government’s increased financing of the development program is
expected. While national efforts have driven recent success, private remittances, FDI and ODA
inflows have assisted the process. Total ODA commitments over the last five years to Viet Nam
were about $11.1 billion (or less than 10% of the total investment).

6. CSP Alignment with Viet Nam’s Overall Development Plans

16. The preparation of the SEDP involved an extensive participatory process which included a
wider consultation with the civil society, business community, research institutions and the
academia, and development partners. As such, the CSP is directly aligned with the SEDP. Further,
the SEDP monitoring and evaluation framework was prepared with the support of the ADB and the
World Bank, and therefore the CSP results-based monitoring system is also aligned with the SEDP
M&E framework.

7. Integration of ADB-Financed Projects in Viet Nam’s Budget Processes

17. CSP alignment with the SEDP ensures integration of ADB financed projects with Viet
Nam’s budget process. ADB public sector operation projects are approved by the Government, and
counterpart budget made available as these are also priority projects in the Government’s public
investment plan.

18. On the whole, Viet Nam has recorded considerable achievements in terms of increasing
budget revenue as a percentage of GDP and effectively using budget resources in a way that has
contributed to rapid and sustained reductions in poverty. However, Viet Nam still faces a major
challenge in sustaining targeted social development and poverty reduction programs, while also
developing the infrastructure and institutions needed to attract increased business investment and
employment needed for sustainable development. It is important that rapid increases in demand for
public infrastructure investments do not lead to decline in targeted programs to reduce poverty.
The new cost-sharing arrangement will enable the Government to sustain and enhance financing
of targeted poverty intervention programs and other priority activities.



Appendix 6 203
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        Project
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(vii) Table A6.7:  Hanoi Metro Rail System  `    221
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(x) Table A6.10:  GMS Sustainable Tourism Development     230
(xi) Table A6.11:  Kunming-Haiphong Transport Corridor-Noi Bai-Lao Cai Highway  233
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(xiii) Table A6.13:  Song Bung 2 and Song Bung 5 Hydropower Development Projects 239
(xiv) Table A6.14:  Health Care for the Poor in the Central Region   242
(xv) Table A6.15:  Ho Chi Minh City Metro Rail System     246
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Table A6.1: Integrated Central Region Rural Development Project
Concept Paper

Date: 1 June 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

  Nonlending
 Project preparatory
 Other than project preparatory

    Economic, thematic, and sector work
 Institutional development
 Other: Priority capacity development for Ministry of Agriculture and Forestry

2. Assistance focus

 a. If assistance focuses on a particular sector or subsector, specify the
   Sector:  Rural Infrastructure
   Subsector:  Irrigation and Drainage

 b. Targeting classification
 Targeted intervention
 General intervention

 c. Key thematic area
  Theme:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Promoting economic efficiency and enabling markets, developing rural areas

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4.  Responsible division/department: South East Asia Agriculture and Environment Division, South East Asia
Department

5. Responsible ADB officer: Ahsan Tayyab, Sr. Natural Resources Management Specialist

6. Description of assistance

a. Background/linkage to country/regional strategy: Since the late 1990s ADB has placed a special focus
on the Central Region of the country.  This is due to the relatively high level of poverty in the Central Region,
its isolated nature and the lack of involvement of other donors in the region.   The Central Region still has a
high level of poverty relative to other areas of the country.  Moreover, the decline in the level of poverty,
which has been so dramatic in other areas of the country has been slower in the Central Region.  The region
also suffers from a shortage of natural resources, infrastructure and human resource skills relative to the rest
of the country.  For these reasons, the last CSP (2002-2006) placed a major emphasis on the Central
Region suggesting that one third of the ADB’s investment over the CSP period should be specifically
focused there.  The current CSP, maintains this regional focus without putting a target on the level of lending
proposed.  The focus on projects in coastal areas has a direct genesis in the ADB’s priority for investment in
the Central Region.  This region can notionally be divided into three zones running parallel to the coast: (i)
the coastal zone itself, populated mainly by ethnic Vietnamese dependent to a large extent on coastal and
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maritime activities but also involved in agriculture; the coastal plain which is also populated mainly by ethnic
Vietnamese engaged primarily in high value agriculture activities (primarily rice and tree crop production)
and the western mountains and hills often populated by minority ethnic groups.  The coastal zone and
mountains and hills have the highest incidence of poverty due to their limited resources.  Levels of poverty
tend to be highest in the mountains and hill, but absolute numbers of poor are higher in the coastal zones
due to the greater population density.  Not only are levels of poverty in these community high but  are also
subject to environmental degradation as well as catastrophic natural disasters such floods, tidal surges and
the salinization of water supplies and agricultural soils.  Development planning for poverty reduction in the
Central Region has thus focused very much on both the coastal zone and the mountains and hills.  The on-
going ADB-financed Central Region Livelihood Improvement Project (CRLIP) is located in the mountains and
hills of four of the poorest provinces in the northern part of the Central Region.  To date no equivalent project
has been approved for the coastal zone.  This project will provide a special focus on this high-poverty area.

b. Goal and purpose:  The goal of the project is to raise the incomes and living standards of the population of
the rural areas of the central coastal provinces, one of the poorest regions of the country.  The purpose is to
provide an enabling environment for productive livelihood activities through the rehabilitation and upgrading
of key and strategic rural infrastructure and the provision of support to develop and expand income earning
activities.

c. Components and outputs: The project will consist of the following components:  (i) the rehabilitation and
upgrading of basic, district level key rural infrastructure such as rural roads, markets, irrigation systems and
rural water supply systems; (ii) public works for integrated coastal zone management; (iii) livelihood support;
and (iv) capacity building for coastal zone management and project implementation.  The outputs of the
project will be (i) improved infrastructure at the district level in support of livelihood activities; (ii) special
improvements in coastal zone management such as fish landing sites, flood control infrastructure, solid
waste management, sand dune stabilization measures, mangrove replanting and salinity intrusion control;
(iii) increased livelihood activities by poor families; and (iv) a higher caliber of staff in relevant line agencies
at provincial, district and commune level.

d. Rationale and purpose of ADF grant financing (not applicable)

e. Expected results and deliverables:  As a result of the project an overall reduction in poverty and increase
in economic activity is expected throughout the project area.  In addition a coherent approach to the
management of coastal resources is expected, along with improvements in the coastal environment which
have a productive and positive effect on both the marine, estuarine and land resources of the project
provinces.  Higher levels of governance and environmental and social awareness are also expected within
both the private and public sector.

f. Social or environmental issues or concerns: Social and environmental impacts will be either minor or
positive.   The only negative social impacts may be as a result of land acquisition for roads or public
structures, however, since the emphasis will be on upgrading and improvement of existing infrastructure
such cases are expected to be minor and limited in extent.  Mitigation measures will be built into the project
design.  The integrated coastal zone management public works will have positive environmental and social
effects since they will be designed on a participatory basis with a view to improving the environment,
mitigation current negative environmental impacts and improving the lives of the residents of coastal
communities.

g. Plans for disseminating results/deliverables:  N.A.  This is a loan project

7. Proposed executing/implementing agency or agencies: Ministry of Agriculture and Rural Development
(MARD)

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

All project infrastructure investments will be identified through commune development plans which will in turn be
incorporated in to district development plans and then into provincial development plans.  Prior to initiating
subprojects an additional beneficiary consultation process will be undertaken so that direct beneficiaries have the
opportunity to comment on the selection and design of project interventions.  Integrated coastal zone
management interventions will be identified through a participatory process through the formulation of integrated
coastal zone management plans at the beginning of the project period.  These will be undertaken on a grant
basis with financing from the Government of the Netherlands.
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9. Timetable for assistance design, processing, and implementation

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2007
 b. Expected date of submission for approval
   Lending:  September, 2007
   Nonlending (project preparatory):
   Nonlending (other than project preparatory): October 2006

 c. Period and duration of assistance
   Lending:  six years (2007 to 20130
   Nonlending:

10. Financing Plan

 a. For lending
 Ordinary capital resources: $
 Asian Development Fund (loan): $85.0
 Asian Development Fund (grant): $
 Other:    $

If cofinancing is required, indicate amount and sources sought: $ 35.0 million , from Agence Francaise de
Developpement

Source Amount ($ million)
ADB Financing                                               85.0
Government Financing                                   30.0
Other Financinga                                            35.0
     Total Cost                                               150.0
Source: ADB estimates

 b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $
 Grant TA funds
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($)
ADB Financing
Government Financing
Other Financing
     Total Cost
 Source: ADB estimates.

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
a  IFAD is also considering cofinancing amounting to $25 million. In addition, the Royal Netherlands Embassy has

expressed an interest to provide grant financing for the Integrated Coastal Zone Management related activities and
capacity building initiatives.
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Table A6.2: Secondary Education for the Most Disadvantaged Regions
(Formerly Secondary Education Expansion and Quality Improvement)

Date: 27 March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Education
   Subsector: Education sector development

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme:  Human development

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Social Sectors Division, Southeast Asia Department

5. Responsible ADB officer(s):  Eiko Izawa, Education Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: ADB has been supporting Viet Nam’s secondary
education to foster human resources required in the growing market economy. Universal secondary
education is one of the Government’s policy goals committed in the 5 year Socio-Economic Development
Plan 2006-2010. To realize this goal, the Ministry of Education and Training (MOET), ADB and its program-
based approach partners including UNESCO, UNICEF and JICA, have been developing a more strategic
secondary education master plan through an ADB-funded TA-4603: Strategic Secondary Education
Planning and Cooperation. With a comprehensive sector performance review undertaken in the TA,
however, it is evidenced that despite of significant expansion of schooling, universalizing secondary
education with quality, equity, effectiveness and sustainability is still a major challenge. It is noted secondary
schooling in the most difficult regions continues to be unfilled, and limited access and quality of schooling of
the ethnic minority youth and girls are considered as a critical obstacle for achieving the Millennium
Development Goals (MDGs), the Education Strategic Development Plan 2001-2010, and the Nation
Education for All Action Plan 2003-2015.
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MOET and donor partners have addressed by various activities the challenges that disadvantaged groups
have faced. Under ADB-funded ongoing secondary education projects, 22 poor provinces are beneficiaries
of components including upgrading of Teacher Training Colleges’ facilities, equipment, transitional
programs, and vocational orientation and counseling as “Disadvantaged Areas”. These activities are
considered contributing to the overall secondary education development. However, the results and
performance of the inputs and proposed activities have not been fully examined or evaluated quantitatively
and qualitatively. With the excises of education sector assessment and roadmap preparation as a part of the
result-based Country Strategy and Program (CSP) 2006-2010, it is appeared that more strategic targeted
interventions are crucial for achieving of universal secondary education. Among these “Disadvantaged
Areas”, the Government and ADB will identify “particularly needy provinces” from disadvantaged regions
including the Northern Midland and Mountainous Areas, the Northern Central and Central Costal Areas, the
Central Highland and Mekong River Delta Areas, and provide a more comprehensive support to for the
destitute groups in the most difficult provinces.

This Project was originally pipelined as a loan for Secondary Education Expansion and Quality Improvement
for $40 millions in the CSP Update 2006-2008. Yet, to highlight the project targets and maximize the
expected outcomes through the geographical focus, the Government has requested and ADB has agreed
that the project is renamed as Secondary Education for the Most Disadvantaged Regions pipelined for 2007
for $50 million in the CSP 2007-2010, and its Project Preparatory TA in 2006 is agreed to be turned into “a
PPTA for Secondary Education for the Most Disadvantaged Regions” accordingly.

b. Goal and purpose: The Project will help achieve the Government’s commitment to universal lower
secondary education by 2010 and general/professional secondary education by 2015 as well as gender
parity in secondary education in the MDGs. The purposes of the Project are to improve access of vulnerable
groups in most difficult provinces in Viet Nam, and to enhance the quality, equity, effectiveness and
sustainability of service delivery.

c. Components and outputs: To be determined based on the draft final report of TA4603-VIE: Strategic
Secondary Education Planning and Cooperation.

d. Expected results and deliverables:  The Project is expected to yield (i) significantly narrowed gaps in
access to secondary education by ethnic natures, gender, and family income of target vulnerable groups: (ii)
improved relevance of learning to meet the demands in the target region: (iii) more de-centralized service
delivery system and strengthened planning and management capacity of local education authorities: and (iv)
regulatory framework for the target assistance to education and training based on more accurate and
segregated education management information system (EMIS).

e. Social or environmental issues or concerns: No adverse social or environmental impact is foreseen.

f. Plans for disseminating results/deliverables:  The project will organize several national workshops for
sharing the outcomes of the project activities. It is also planned that more effective/innovative targeted
assistance approaches to vulnerable groups will be proposed to other disadvantaged areas in Viet Nam.

7. Proposed executing/implementing agency or agencies: MOET will be the Executing Agency. The Project
Implementation Unit to be established within MOET and the Bureau of Education and Training (BOETs) and
provincial Department of Education and Training (DOETs) in the target provinces will be implementing agencies.
The inter-ministerial steering committee will be set up to guide and monitor the PIU’s operations. UNESCO and
UNICEF will be the implementation partners. The Research Center for Ethnic Minority Education will be a key
implementation counterpart and a technical advisor.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
The project will be built on the new secondary education master plan currently prepared by the Government,
ADB, UNESCO, UNICEF and JICA. Discussions with the Government and other major stakeholders have been
held to identify the target provinces and groups, and will continue through the PPTA implementation process.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending: 2007
 Nonlending (project preparatory): 2006
 Nonlending (other than project preparatory):
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c. Period and duration of assistance:
   Lending: 2008-2013
   Nonlending: 2007

10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan): $50 million
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($ million)
ADB Financing                                             50
Government Financing                                14
Other Financing
     Total Cost                                              64
Source: ADB estimates

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds:
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($)
ADB Financing
Government Financing
Other Financing
     Total Cost

 Source: ADB estimates.
ADB = Asian Development Bank; ADTA = advisory technical assistance; CSP = country strategy and program; JICA =
Japan International Cooperation Agency; MDGs = Millennium Development Goals; MOET = Ministry of Education and
Training, Viet Nam; PBA = program-based approach; RCSP = regional cooperation strategy and program; SESMP =
Secondary Education Sector Master Plan; TA = technical assistance; UNESCO = United Nations Educational,
Scientific and Cultural Organization; UNICEF = United Nations Children’s Fund.
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Table A6.3: Financial Sector Development Program Loan III

Date: 1 March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Finance
   Subsector: Finance sector development

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Financial and economic governance

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department:  Governance, Finance, and Trade Division, Southeast Asia Department
5. Responsible ADB officer(s): V.V.Subramanian, Senior Financial Sector/Private Sector Development Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: CSP/CSPU for Vietnam highlights financial and
corporate governance as a strategic sector in ADB’s assistance program and critical for sustaining
Vietnam’s economic growth. Financial intermediation is limited in Viet Nam today, and it is accomplished
primarily through bank savings and lending The nonbank sector, which includes leasing, insurance, and
securities markets, remains small and limited in its role within the economy while the growth potential for
these subsectors is excellent, (the insurance subsector, e.g., has grown by an average annual rate of
approximately 40% in recent years), its development is constrained by limited institutional and human
capacity. Development of the nonbank sector, and, in particular, the bond market, will be critical to mobilize
resources from the market and to provide the long-term funds and investment capital largely lacking in Viet
Nam. Development of these subsectors will also increase competition within the financial sector and thus
pressure financial institutions—banks in particular—to improve their efficiency. The proposed Financial
Sector Program Loan (FSPL) III scheduled for 2007, is the next phase of a medium-term development
program that follows on from the ongoing FSPL II. FSPL III aims to improve access to finance and provide a
broader menu of financial services and tailored financial instruments, backed by an appropriate market
infrastructure, for developing a more competitive, stable, and broad-based financial system.
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b. Goal and purpose: Enhanced financial sector capacity leading to broader access to financial services and
a more competitive, diversified financial sector with reduced systemic vulnerability and meeting the
immediate funding needs of the economy.

c. Components and outputs:  FSPL III would aim to further develop the money and capital markets, in
particular, the bond market, strengthen the regulatory and supervisory capacity of the insurance department
within MOF and introduce the concept of risk based capital and corporate governance in the insurance
industry, strengthen the accounting industry in Vietnam by bringing it more in line with international
accounting and auditing standards,  develop specific decrees and regulations on bankruptcy governing the
operations of financial and credit institutions within the existing law on bankruptcy, further strengthen the
leasing industry as well as the deposit insurance of Vietnam.

d. Expected results and deliverables: (i) enhanced future level of market-based financial intermediation, (ii)
enhanced efficiency and reach of financial services and products, and (iii) strengthened key institutions and
human resources for the financial sector

e. Social or environmental issues or concerns: None.

f. Plans for disseminating results/deliverables:  Workshops, seminars, and through the concerned
departments website. To facilitate the transfer of knowledge, the Program will take a participatory approach.
ADB will engage in close consultation with the Government and the private sector to exchange views and
disseminate information to ensure program effectiveness.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Public dissemination

7. Proposed executing/implementing agency or agencies: State Bank of Vietnam
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

The FSPL III Program Loan and the related policy actions will be developed in close coordination with the
relevant government agencies in the nonblank financial sector with the assistance under TA 4732 VIE-Preparing
the Financial Sector Development Program III

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004

b. Expected date of submission for approval
 Lending: November 2007
 Nonlending (project preparatory):
 Nonlending (other than project preparatory):

c. Period and duration of assistance
   Lending:  2007-2011
   Nonlending:
10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan): $75 million
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds
 Other:

 ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.

http://www.adb.org
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Table A6.4: SOE Reform and Corporate Governance Facilitation I (SRCGF) Project

Date: 23 February 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Finance
   Subsector: Finance sector development

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme(s): Promoting Economic Efficiency and Enabling Markets

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Governance, Finance, and Trade Division, Southeast Asia Department

5. Responsible ADB officer(s): V.V. Subramanian, Senior Financial Sector/Private Sector Development Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: The SOE sector in Viet Nam is a key pillar of the country’s
economy and a critical element to its continued economic growth. SOEs account for over a third of the
country’s GDP, roughly half of its exports, and contribute about 70% of the Government’s tax revenue (i.e. in
the form of VAT and Corporate Income Tax). However, the sector is relatively inefficient. Overstaffing, very
low corporate governance standards, inadequate accounting and reporting, poor oversight, and a lack of
management expertise have been typical characteristics of the sector.

The country’s 5-year Socio-Economic Development Plan for 2006–2010 (SEDP) outlines a strategy for
continued economic growth which builds on its previous achievements and attempts to address the
economy’s structural weaknesses. As the country will integrate further into the world economy, the
Government recognizes that raising the industrial sector’s efficiency to an internationally competitive level
will be foremost among the challenges it faces. It has therefore reaffirmed that State-Owned Enterprise
(SOE) reform is a key component of its overall strategy, and the SEDP places particular emphasis on the
need to accelerate required changes. The SEDP indicates that the SOE sector will contribute about 18% of
total investment in the next five years.
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The ADB’s Country Strategy Program and Update (2006–2008) also confirms that SOE reform is crucial to
sustaining Viet Nam’s economic growth. The Government requested for ADB assistance for SOE reform
was further discussed during the last country programming mission. A PPTA was included in 2005, which
was later moved to 2006 as a firm nonlending program.

b. Goal and purpose: The goal of the SRCGF project is to assist Viet Nam in accelerating the pace of SOE
reform, including equitization and listing on the stock exchange, and promote development of a market-
based and internationally competitive corporate sector by providing long term finance. The purpose of the
SRCGF is to facilitate the process of SOE reform and enhance corporate governance. The series of
measures proposed will be consistent with and supplementary to the Government’s overall strategy for SOE
reform under the SEDP. The proposed lending project will explore a sector-based and multi-tranched
lending modality using OCR for the ensuing loan project, covering the SEDP period (i.e., 2007–2010).

The SRCGF project would (i) increase efficiency/profitability/competitiveness of the SOE sector; (ii) attract
foreign investment; (iii) help develop the capital market; (iv) improve SOEs’ corporate governance standards,
transparency and disclosure, thereby demonstrating the benefits of adopting specific measures/policies; (v)
promote private sector development; (vi) reconcile commercial and social objectives; and (vii) raise
government revenues.

c. Components and outputs: The SPRGF will have the following main components and outputs: (i)
accelerate policy developments and progress in SOE reform; (ii) strengthen corporate governance of major
General Corporations, including their legal mandates, board and management, financial status, business
plans for the next 5 years, and identification of financial and technical requirements for their equitization and
listing in the stock market; (iii) a set of criteria for the selection of GCs and their SOEs for access to the
SRCGF financing, expanding on the previous work (TA-3353) and including specifically economic, financial,
environment and social dimensions; and (iv) identification of areas for further policy reforms and investment
for SOE reform.

d. Rationale and purpose of ADF grant financing

e. Expected results and deliverables:

(i). Faster but sustainable SOE reform (restructuring, equitization and listing).
(ii). Provision of long-term finance for SOEs.
(iii). Contribution to expansion of capital markets.

f. Social or environmental issues or concerns: Some labor redundancies are likely to result from the
restructuring and equitization of SOEs. A social safety net has already been established to provide
compensation to affected workers. Where appropriate, training programs for employees will be provided to
increase the likelihood of alternative employment.

g. Plans for disseminating results/deliverables:
  For TA, method(s) of TA output dissemination:

 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: The State Bank of Vietnam (SBV)

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

The State Bank of Viet Nam (SBV) will be the executing agency. There will also a high-level inter-ministerial
coordination and working group headed by the SBV to oversee formulation and implementation of the TA, with
representation from Ministry of Finance, Ministry of Planning and Investment, Ministry of Industry, Ministry of
Construction, National Steering Committee for Enterprise Reform and Development, commercial banks, and
other relevant government agencies. Inputs from private sector representatives and other stakeholders, including
other donor agencies, will also be sought throughout the lending project design and monitoring.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

http://www.adb.org
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b. Expected date of submission for approval
 Lending: July 2007

   Nonlending (project preparatory):
   Nonlending (other than project preparatory)

c. Period and duration of assistance
   Lending: 2 years
   Nonlending: 2006-2007
10. Financing Plan

a. For lending
 Ordinary capital resources: $190 million
 Asian Development Fund (loan): $10 million
 Asian Development Fund (grant)
 Other

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget
 Grant TA funds
 Other

Source Amount ($ million)
ADB Financing                                       200
Government Financing                          100
Other Financing
     Total Cost                                         300

 Source: ADB estimates
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A6.5: SME Development Phase II (Leasing)

Date: 1 March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Finance
   Subsector: Finance sector development

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)

Themes:
 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Promoting economic efficiency and enabling markets

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department:  Governance, Finance, and Trade Division, Southeast Asia Department

5. Responsible ADB officer(s): .V.V.Subramanian, Senior Financial Sector/Private Sector Development Spec

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: CSP/CSPU for Vietnam highlights financial and
corporate governance as a strategic sector in ADB’s assistance program and critical for sustaining
Vietnam’s economic growth. The CSPU also reflects ADB’s strategy as supporting the SME development as
a mean for continuation of the country's path towards economic growth and poverty reduction. This is
expected to be achieved by creating a more conducive business environment by: (i) improving the
commercial legal framework, (ii) minimizing regulatory requirements, (iii) enhancing access to finance, and
(iv) liberalizing trade and investment regimes Financial intermediation is limited in Viet Nam today, and it is
accomplished primarily through bank savings and lending The nonbank sector, which includes leasing,
insurance, and securities markets, remains small and limited in its role within the economy. Leasing is a vital
component of a healthy financial sector in emerging economies and considered an important financial
instrument that will play a prominent role in the development of the financial sector in Viet Nam. The leasing
industry is strategically important as it stimulates investment activity in the economy, increases the
availability of different financing mechanisms in the market and stimulates economic growth. It is a
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convenient way for SMEs to acquire capital goods, especially in developing countries such as Viet Nam with
scarce medium- to long-term capital. Leasing has contributed to the modernization of industrial facilities and
to a higher level of capital and labor productivity in many countries.

Leasing, however, remains a small segment in the financial sector in Viet Nam, with leased assets
amounting to VND5.4 trillion in 2004-05. The sector has not been able to meet the funding demand of the
growing private sector. This can be ascribed to among other issues, limited funding sources, the small range
of products offered, and low public awareness of leasing operations. While the leasing industry in Viet Nam
is still in developing stages, the demand for medium term financing (of which leasing is an attractive
alternative, especially for smaller companies) is expected to grow. Leasing activities in Vietnam are however
constrained due to lack of access to long-term funds. The proposed SME investment loan will aim to
address this funding gap.

b. Goal and purpose: Improved access to finance for SMEs through provision of sustainable long-term
nonblank funding source to financial intermediaries developed under the investment component of PPTA
VIE-Preparing the SME Development Program Subprogram II.

c. Components and outputs: The SME Sector Development Program Loan-Second Subprogram originally
contains a provision for an investment component to provide long-term funding to leasing companies in Viet
Nam to meet the strong demand for longer term leasing products in the SME sector and help the leasing
companies to diversify its funding base and target more clients. This process will be facilitated through the
proposed SME leasing and investment component, building on the mechanisms and design proposed to be
developed under the PPTA VIE-Preparing the SME Development Program Subprogram II. The TA is
expected to identity the appropriate modality for further supporting the development of the leasing industry
through designing the proposed investment component. The investment component is expected to further
support the growth of the leasing sector as a long-term, non-bank financial resource for SMEs

d. Expected results and deliverables: Provision of long term funds through the ADB OCR Lending window
under the investment component to identified leasing /financial intermediaries for the SME sector based on
mechanism and design developed under the relevant PPTA. Establishment of a financially sustainable
leasing financing support scheme for SMEs through an ADB funded project.

e. Social or environmental issues or concerns: As the SME sector provides employment opportunities to
many disadvantaged people, including women, attempts will be made to identify the social benefits.
Environmental concerns, if any, will be assessed and addressed during project processing.

f. Plans for disseminating results/deliverables:  Workshops, seminars, and through close coordination
between the private sector, financial intermediaries and the Government.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Public dissemination

7. Proposed executing/implementing agency or agencies: State Bank of Vietnam

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
 The SME Leasing and Investment component will be developed in close coordination with the relevant
government agencies and leasing/finance companies in the nonblank financial sector with the assistance under
PPTA VIE-Preparing the SME Development Program Subprogram II.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004

b. Expected date of submission for approval
 Lending:  June 2007
 Nonlending (project preparatory):
 Nonlending (other than project preparatory):

c. Period and duration of assistance
   Lending:  2007-2011
   Nonlending:

http://www.adb.org
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10. Financing Plan

a. For lending
 Ordinary capital resources:  $20 million
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds
 Other:

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A6.6: Support to the Implementation of Poverty Reduction Program IV

Date: 17 February 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sectors: Public finance and economic management
   Subsectors: Finance sector development, education sector development, public finance and expenditure

management

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic areas
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Promoting economic efficiency and enabling markets, human development, public governance

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Viet Nam Resident Mission, Southeast Asia Department

5. Responsible ADB officer: K. Lao-Araya, Finance, Governance, and Trade Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Viet Nam has reduced poverty incidence quickly in
the past couple decades and continues this trend in recent years despite recurrent adverse shocks.
Underlining the recent success is the medium-term Comprehensive Poverty Reduction and Growth Strategy
(CPRGS), which was formulated in 2002 as the first blueprint for development. From 2004 through 2006,
ADB joined the World Bank and several other official development assistance (ODA) partners in providing
ODA funds to the Government to support the implementation of the national poverty reduction strategy
under the Poverty Reduction Support Credits (PRSCs) framework, which was based on the CPRGS and the
Socioeconomic and Development Plan (SEDP) 2001-2005. It is expected that Viet Nam will enter a new
trade and competition regime upon its accession to the World Trade Organization in 2006. With the
changing environment in mind, the Government has identified effective policy reforms to achieve
development goals in the new SEDP 2006-2010. The program loan, which marks the fourth year of ADB’s
cofinancing to the PRSC program in Viet Nam, supports the implementation of the Government’s new SEDP
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within the framework of a multi-donor funded and the World Bank-led PRSC 6. The Government has
institutionalized the CPRGS approach in preparing the new SEDP, namely (i) outcome-oriented and results-
based by setting specific development goal to be achieved in 5 years, (ii) well diagnosed based on strong
empirical analysis, (iii) monitorable through monitoring and evaluation mechanisms, and (iv) broadly
participated by all stakeholders through a wide consultative process.

b. Goal and purpose: To reduce poverty and sustain high economic growth by supporting the implementation
of the Government’s Poverty Reduction Program within the framework of the Sixth Poverty Reduction
Support Credit (PRSC 6), with a focus on reducing economic structural weaknesses, promoting socially
inclusiveness development and environmental sustainability, and modernizing public governance.

c. Components and outputs: The second 5-year phase of PRSCs (PRSC 6-10) contains a comprehensive
reform agenda to continue the Government’s effort in further reduce poverty and attain sustained economic
growth. The expected outputs of the program include improvements in (i) institutional and economic
infrastructure of the economy, (ii) quality of human resources, (iii) sustainability of natural resources and
environment, and (iv) public governance including planning process, public financial management, financial
accountability and transparency, and legal and public administration system.

d. Rationale and purpose of ADF grant financing: No ADF grant financing proposed.

e. Expected results and deliverables:  Specific development outcomes are targeted, monitored, and
reported under the Government’s own development mechanisms in consultation with all stakeholders
including PRSC cofinanciers. The program loan is results-oriented with specific targets to be achieved in 5
years after the inception of the SEDP 2006-2010. It is a single-tranche loan that is part of a continuum of an
annual 5 year multiple-tranche reform program. All policy actions must be accomplished for the release of
the loan proceeds.

f. Monitoring mechanism: The loan is jointly processed with an increasing number of development partners
and fully supported by the Government. The modality of this program loan provides ADB with an opportunity
to (i) advance and widen national policy dialogue in a well-coordinated and comprehensive manner, (ii)
provide lending and nonlending assistance in coordination with other ODA partners, and (iii) ensure that key
policy issues affecting ADB operations in Viet Nam are addressed in the policy dialogue between the
Government and the ODA community to help achieve the common goals of poverty reduction and growth.

g. Social or environmental issues or concerns: It is envisaged that more than 150 policy actions in 19
subsectors be accomplished during the 5-year period. For PRSC 6, tens of actions are expected to be
accomplished. Though these actions collectively aim to reduce poverty incidence in the country in general,
the program will examine social and environmental impact of each policy action and suggest measures to
mitigate the risk, if any, of negative impact to certain vulnerable groups/ areas.  No negative impacts related
to ethnic minority and resettlement plans are expected.

h. Plans for disseminating results/deliverables:  workshops/ conferences, reports and brief notes
distributed in the biennial business forums between the Government and private sector and biennial
Consultative Group meetings between the Government and international development partners.

7. Proposed executing/implementing agency or agencies: The State Bank of Viet Nam (SBV)

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
This program supports the implementation of the Government’s comprehensive poverty reduction strategy. So
the program will be implemented through all 24 line ministries and government agencies. On behalf of the
Government, SBV will coordinate the overall processing of PRSC 6. This program supports the implementation
of SEDP 2006-2010. The formulation of SEDP involves wide consultation with all stakeholders including all
government agencies and civil society including non government organizations. The formulation of PRSC policy
actions follows the same principle of wide consultation to all stakeholders.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending: October 2007
 Nonlending (project preparatory):
 Nonlending (other than project preparatory):
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c. Period and duration of assistance
   Lending: October 2007- December 2008
   Nonlending: January- December 2007

10. Financing Plan

a. For lending
 Ordinary capital resources
 Asian Development Fund (loan): $15 million
 Asian Development Fund (grant)
 Other: cofinancing from international development agencies with expected total amount of $250 million

If cofinancing is required, indicate amount and sources sought: $250 million from World Bank, Japan Bank of
International Cooperation, the European Commission, and development agencies from Canada, Denmark, the
Netherlands, and the United Kingdom.

Source Amount ($ million)
ADB Financing                                              15
Government Financing                                    -
Other Financing                                           250
     Total Cost                                              265
Source: ADB estimates.

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds
 Other:

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.



Appendix 6 221

Table A6.7: Hanoi Metro Rail System
Date: February 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other: Project Implementation

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Railways
   Subsectors:  Multimodal transport and sector development

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

 Subthemes: Developing urban areas, fostering physical infrastructure development, public-private
partnership

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer(s): Hubert Jenny, Senior Project Engineer / Saitien Thongplengsri, Structured
Finance Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Vietnam's economy is growing rapidly. This is
especially the case in the large cities, most notably Hanoi and Ho Chi Minh City, which are primary centers
of economic growth and will remain so for the foreseeable future. Hanoi is the capital of the country with an
urban population over 3 million and a high density of 28,000 inhabitants per square kilometer in the city
center.  This high forecasted economic growth (over 6%) up to 2020 combined with a projected population
growth over 3% over the next 20 years will increase mobility and urban migration.

b. Goal and purpose: The purpose of the metro project is to support continued economic development in
Hanoi by setting in place the first stage of a mass transit transport system within an integrated urban
transport framework, that will reduce urban degradation caused by traffic congestion, reduce traffic
accidents, and improve the city’s air quality.



222 Appendix 6

c. Components and outputs: The project will consist of one Light Rail Transit line over 12.5 km from the
Eastern suburbs of Nhon to Hanoi Railways Central Station with 15 stations, including 4 stations
underground. A preferred solution has been identified by the Hanoi People Committee based on economic,
social and environmental benefits.

d. Rationale and purpose of ADF grant financing : Not applicable

e. Expected results and deliverables:  The proposed project will result in the following:
 (i). Highly efficient and well managed metro rail system in Hanoi to support its rapid economic growth;
 (ii). Reduce traffic accidents caused by increasing number of motorcycle users;
 (iii). Reduce traffic congestion and improve productivity;
 (iv). Reverse the deterioration of the air quality resulting from increased use of motorized vehicles.

f. Social or environmental issues or concerns: Level of resettlement required in the core city center.

g. Plans for disseminating results/deliverables:
  For TA, method(s) of TA output dissemination:

 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: Hanoi People Committee through the Hanoi
Authority for Tram and Public Transport Development Management (HATD).

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
Hanoi People Committee is the promoter of the project and has been involved though HATD during the feasibility
with the assistance of an International Consulting Firm. The Ministry of Planning and Investment has finalized
recommendations to the Prime Minister to go ahead in January 2006 and the Prime Minister has approved the
Project.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending: 2007
 Nonlending (project preparatory): June 2006
 Nonlending (other than project preparatory): December 2006

c. Period and duration of assistance
   Lending: 2007 - 2010
   Nonlending: June 2006 – December 2010

10. Financing Plan

a. For lending
 Ordinary capital resources: $120 million
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other: ODA $370 million, Government $100 million

Source Amount ($ million)
ADB Financing   120
Government Financing  100
Other Financing   370
     Total Cost   590
Source: Feasibility Study SYSTRA Final Report (in French) October 2005.

http://www.adb.org
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b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds
 Other: TBA

If cofinancing is required, indicate amount and sources sought: $ TBD, from TBA.

Source Amount ($)
ADB Financing
Government Financing
Other Financing
     Total Cost

Source: ADB estimates
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A6.8: Preparation of PPP Expressway Project TA Loan
Date: March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other - loan-financed project preparatory activities.

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Road Transport
   Subsector: Roads and highways

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Fostering physical infrastructure development, public-private partnerships

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer(s): P. Vallely, Senior Transport Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: The CSP supports the need to sustain high levels of
economic growth in Viet Nam. Thrusts to provide this support include assistance to eliminate infrastructure
bottlenecks, and to seek opportunities to promote private sector participation in the supply of physical
infrastructure. The Government is acutely aware of the impact of inadequate infrastructure on growth and
poverty reduction. One of the measures proposed to address this impact is to developing a national network
of high capacity expressways. These expressways will link the principal urban areas with each other, with
less-developed regions of the country, and with neighboring countries. Under TA 4695-VIE: Expressway
Network Development Plan, ADB is assisting the Ministry of Transport to prepare a long-term master plan
for an expressway network. Based on this plan, priority projects will be identified and detailed economic and
financial viability assessments, within a public-private framework, prepared for these priority projects. The
PPP Expressway Project will assist the Government to implement these priority projects

b. Goal and purpose: The goal of the project is to assist in the implementation of the expressway master plan
to address inadequate transport infrastructure. The purpose of the project will be to prepare priority sections
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of the proposed expressway network for implementation as public-private partnerships (PPP).

c. Components and outputs: The project will construct new fully access-controlled expressways including
toll gates, ramps to the existing roads, and other operation and maintenance facilities for selected sections
of expressway. The necessary service/frontage roads along the expressway as well as the access roads to
the expressway will be also constructed or improved. Further, subject to outputs of the TA loan, the project
may include installation of the auxiliary facilities accommodating electricity and telephone lines, water and
irrigation channels. The TA loan will prepare documentation and procedures for use in PPP expressway
projects. These will initially be based on existing laws and regulations but will be updated to take account of
on-going initiatives to improve the investment climate in Viet Nam.

d. Expected results and deliverables:  The project will provide safe and efficient transport infrastructure on
priority sections of the expressway network within a PPP framework. Transport costs and travel times will be
reduced. In addition, the project will establish documentation and procedures for use in PPP expressway
projects.

e. Social or environmental issues or concerns: The TA loan to prepare the Project will examine social and
environmental issues related to the particular sections of expressway adopted under the Project.
Appropriate measures to address impacts will be included in the Project. The project design, especially
expressway alignments, will be prepared so that negative impacts on project affected people will be
minimized.

f. Plans for disseminating results/deliverables:  Through the TA Loan, the project will produce technical
reports on engineering, social (poverty, resettlement, indigenous peoples), environmental, and economic
analyses that will be disclosed in accordance with ADB’s Public Communications Policy requirements.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: Ministry of Transport/ Viet Nam Expressway
Corporation.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Discussions with Government Agencies, including central agencies, and city and provincial governments, are
being undertaken during the preparation of the expressway master plan. Consultations with project affected
communities will be held during the TA Loan.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending: TA Loan - 2007; Investment Loan 2008 (stand-by), 2009 (firm)
 Nonlending (project preparatory): None
 Nonlending (other than project preparatory): None

c. Period and duration of assistances
   Lending: TA Loan 2007–2008, 2 years. Investment Loan 2009–2013, 4 years
   Nonlending: None

10. Financing Plan

a. For lending
 Ordinary capital resources: $300 million (Investment Loan)
 Asian Development Fund (loan): $10 million (TA Loan)
 Asian Development Fund (grant): $None
 Other: None

http://www.adb.org
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If cofinancing is required, indicate amount and sources sought:
     TA Loan

Source Amount ($ million)
ADB Financing 10
Government Financing 4
Other Financing
     Total Cost 14
Source: ADB estimates.

     Investment Loan
Source Amount ($ million)
ADB Financing 300
Government Financing 100
Other Financing
     Total Cost 400

Source: ADB estimates.

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $
 Grant TA funds
 Other:

If cofinancing is required, indicate amount and sources sought:

 ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance, PPP = public-private partnership.
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Table A6.9: GMS Southern Coastal Corridor
Date: March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Trade
   Subsector: Roads and highways

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Fostering physical infrastructure development

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Region Department.

5. Responsible ADB officer(s): Paul Vallely,  Senior Transport Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: The Fifth Ministerial Conference on Subregional
Cooperation held in Manila in November 1995 adopted a recommendation to study the southern coastal
road corridor linking Thailand, Cambodia and Viet Nam.  At the 6th Meeting of the Subregional Transport
Forum held in Vientiane, Lao PDR, in May 2001, the Vietnamese delegation requested that ADB give
consideration to funding the rehabilitation of highways 63 and 80 as part of the Southern Transport Corridor
Project. This project was included in the GMS RCSP 2004-2008.

b. Goal and purpose: The goal of the Project is to promote sub-regional economic activity along the GMS:
Southern Coastal Corridor. The purpose of the Project is to improve access and connectivity, both nationally
and sub-regionally, along the Cambodian and Vietnamese sections of the GMS: Southern Coastal Corridor
(the Corridor). The project is being prepared under a Regional Technical Assistance (RETA) covering
Cambodia and Viet Nam. The purpose of this RETA is to determine the economic, technical, social, and
environmental feasibility of a Project to rehabilitate and upgrade transport links and facilities along the



228 Appendix 6

Corridor.

c. Components and outputs: The outputs from the RETA will include the following: (i) analyses of transport
links and determination of the economic, technical, social, and environmental feasibility for (a) each
component individually, (b) for components within each country, and (c) for the Project as a whole within a
sub-regional context; (ii) a matrix setting out an overall ranking of components and options for combinations
of components to form logical Projects for a range of funding levels; (iii) a determination of facilities required
at the Cambodian/Viet Nam border on the Project road; and (iv) a multimodal study on the movement of
goods and people within the Project influence area. The components of the Project will be determined from
the results of the RETA but are expected to include the rehabilitation and improvement of transport
infrastructure along the Cambodian and Vietnamese sections of the Corridor.

d. Expected results and deliverables:  Results from the RETA are expected to include confirmation of the
viability of the Project, in terms of the Project as a whole and the individual components in Cambodia and
Viet Nam. The results from the Project are expected to include a reduction in transport costs, an increase in
accessibility, and increased provincial and subregional economic activity. The Project is also expected to
include components to address improving facilities and increasing efficiency of the border crossing between
Cambodia and Viet Nam.

e. Social or environmental issues or concerns: Social and environmental issues related to the Project,
especially coastal zone impacts and ethnic minority issues, will be examined under the RETA and
appropriate measures to address impacts will be included in the Project.

f. Plans for disseminating results/deliverables:  The RETA will produce initial technical reports covering
engineering, social (poverty, resettlement, indigenous peoples), environmental, and economic analyses that
will be publicly available as part of project documentation.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: In Cambodia the executing agency for the RETA will
be the Ministry of Public Works and Transport (MPWT). MPWT has designated the General Department of
Public Works (GDPW) as the implementing agency. In Viet Nam the Ministry of Transport (MOT) will be the
executing agency for the RETA, MOT has designated My Thuan Project Management Unit (PMU-MT) as the
implementing agency.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Consultations have been held at Provincial, National and subregional levels regarding the Project. Government
agencies include MPWT in Cambodia and MOT and the provincial governments of Kien Giang and Ca Mau
Provinces in Viet Nam.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004

b. Expected date of submission for approval
 Lending: 2007
 Nonlending (project preparatory): 2005
 Nonlending (other than project preparatory): None

c. Period and duration of assistances
   Lending: 2008-2012, 4 years
   Nonlending: 2005-2006, 2 years

http://www.adb.org
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10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan): $75 million
 Asian Development Fund (grant):
 Other: $50 million

If cofinancing is required, indicate amount and sources sought: $50 million, from Korean Government (to be
confirmed).

Source Amount ($ million)
ADB Financing      75
Government Financing     25
Other Financing      50
     Total Cost    150
Source: ADB estimates.

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: None
 Grant TA funds
 Other: None

If cofinancing is required, indicate amount and sources sought: None.

Source Amount ($ million)
ADB Financing
Government Financing
Other Financing
     Total Cost
Source:

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A6.10: GMS Sustainable Tourism Development
Date: March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Trade
   Subsector: Industry

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Fostering physical infrastructure development; public-private partnerships

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Social Sectors Division, Southeast Asia Department.

5. Responsible ADB officer(s): Alfredo Perdiguero, Senior Project Economist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Tourism has been included as the 11th flagship
program under the 10-year Greater Mekong Subregion (GMS) Program Strategic Framework approved by
the GMS Leaders in 2002. GMS leaders have recognized that a subregional approach to tourism
development is necessary to promote the subregion as a single destination that will enable the expansion of
the sector and increase the attractiveness of the subregion. The technical assistance (TA) will build on the
results of a previous regional TA, which prepared a GMS tourism sector strategy and provide
recommendations for Asian Development Bank (ADB) interventions in the sector.

b. Goal and purpose: The goal of the project is to contribute to the objective of the GMS Tourism Sector
Strategy of developing a pattern of tourism in the GMS that is sustainable, equitable, pro-poor, socially
responsible, and internationally competitive. The project will strengthen the sustainable management of
natural, cultural, and urban sites of importance to tourism; help reduce poverty and the undesirable social
impact of tourism activities; facilitate the movement of tourists to and within the GMS; and improve the
planning and management capacity of tourism-related government agencies, and service skills in the small
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and medium-size hospitality sector.

c. Components and outputs: The ongoing project preparatory regional TA will identify and prepare feasibility
studies on four types of subprojects: (i) sustainable tourism improvement subprojects of three types: (a)
transnational natural heritage sites (biodiversity corridors), (b) cultural heritage sites, and (c) urban tourism
sites that are under pressure from tourism; (ii) pro-poor tourism subprojects in pilot tourism areas, including
improving tourist access to poor areas with tourism potential and facilitating the provision of services and
goods by poor communities in key tourism destinations; (iii) subprojects to facilitate cross-border tourism,
including upgrading facilities and cross-border procedures in selected international border checkpoints with
high priority for tourism development; and (iv) human resource development subprojects to upgrade the
capacity of government officials at the national and provincial levels and at specific sites, and to improve the
skills of vocational teachers in selected areas.

d. Expected results and deliverables:  Results from the TA are expected to include confirmation of the
viability of the project, and project design for priority tourism-related development subprojects in the GMS,
which will serve as models and best practice cases for sustainable and pro-poor tourism development in
Cambodia, Lao PDR, and Viet Nam. Other deliverables include: (i) coherent and focus GMS tourism
marketing strategy; (ii) concrete program for human resources development for the GMS tourism sector;
and (iii) Identification of opportunities for private-public partnerships and cooperation in the sector.

e. Social or environmental issues or concerns: Increased mobility of tourists within GMS, if uncontrolled,
could hasten the spread of human immunodeficiency virus/acquired immune deficiency syndrome
(HIV/AIDS) and trafficking of women and children. Infrastructure improvements could also displace people
and create environmental hazards if not properly managed.

f. Plans for disseminating results/deliverables:  Reports, abridged documentation, workshops, and press
conferences.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others (specify) ________________________

7. Proposed executing/implementing agency or agencies: The executing agency for the project preparatory
regional TA will be ADB and the Mekong Tourism Coordinating Office will assist in coordinating the TA. The
National Tourism Organizations (NTOs) of Cambodia, Lao PDR, and Viet Nam will be the implementing
agencies. Each NTO will nominate a project manager to guide the implementation of specific infrastructure
projects, regulatory issues, and institutional strengthening measures. The managers will be responsible for
coordinating local and provincial organizations, as well as with other national government organizations, NGOs,
and the private sector, and will participate in the evaluations.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

GMS governments, private-sector participants, NGOs, and local communities will be involved in identifying
subprojects to be included in the project preparatory TA through the previous regional TA to prepare the GMS
Tourism Development Strategy which will guide the concrete components and geographical focus of the TA.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004

b. Expected date of submission for approval
 Lending: 2007
 Nonlending (project preparatory): 2005
 Nonlending (other than project preparatory): None

c. Period and duration of assistances

   Lending: 2008-2012, 4 years
   Nonlending: 2005-2006, 2 years

http://www.adb.org
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10. Financing Plan

a. For lending
 Ordinary capital resources: $30 million (PRC)
 Asian Development Fund (loan): $30 million ($10 million each for Cambodia, Lao PDR, and Viet Nam)
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($ million)
ADB Financing 60.0
Government Financing 21.0
Other Financing
     Total Cost 81.0
Source: ADB estimates.

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $None
 Grant TA funds
 Other: None

If cofinancing is required, indicate amount and sources sought: None

Source Amount ($)
ADB Financing
Government Financing
Other Financing
     Total Cost
Source:

ADB = Asian Development Bank, CSP = country strategy and program, NGO = nongovernment organization, RCSP =
regional cooperation strategy and program, TA = technical assistance.
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Table A6.11: Kunming-Haiphong Transport Corridor-Noi Bai-Lao Cai Highway
Date: March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other: loan-financed project preparatory activities.

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Trade
   Subsector: Roads and highways

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Fostering physical infrastructure development

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Department.

5. Responsible ADB officer(s): Yasushi Tanaka, Transport Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: The Kunming-Haiphong Transport Corridor is a high-
priority subregional transport project under the Greater Mekong Subregion (GMS) Economic Cooperation
Program, and endorsed for implementation by ministers in GMS countries. Implementation of the project is
in line with the GMS program’s strategy to build infrastructure linkages. The fourth meeting of the
Subregional Transport Forum in Vientiane agreed to develop this project to improve roads, railways, and
inland waterways. As a result of a pre-feasibility study prepared under a project preparatory TA for the
Kunming-Haiphong Transport Corridor Project, the construction of an expressway from Hanoi to Lao Cai
(the Noi Bai-Lao Cai Highway) was recommended as the first priority. Under a TA loan, project preparatory
activities will be undertaken for the Noi Bai-Lao Cai Highway. These activities will include a detailed
feasibility study for the proposed highway, prepare a detailed design for the expressway standards as well
as social, environmental, and resettlement impact assessments for consideration by ADB and the
Government.

b. Goal and purpose: The goals of the proposed Noi Bai-Lao Cai Highway Project are to (i) facilitate trade
and development between the People’s Republic of China (PRC) and Viet Nam; (ii) facilitate access to
Haiphong port for Yunnan Province, PRC; (iii) reduce transport costs in the project influence area; (iv)
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improve traffic safety; and (v) make movement of goods and passengers more efficient. The transport
corridor will be a catalyst to support other developmental activities in the project influence area to enhance
income and job opportunities.

c. Components and outputs: The project will construct a new fully access-controlled expressway including
toll gates, ramps to the existing roads, and other operation and maintenance facilities between Noi Bai
(Hanoi) and Lao Cai. The necessary service/frontage roads along the expressway as well as the access
roads to the expressway will be also constructed or improved. Further, subject to outputs of the TA loan, the
project may include installation of the auxiliary facilities accommodating electricity and telephone lines,
water and irrigation channels.

d. Expected results and deliverables:  The project will provide safe and efficient transport infrastructure
between Yunnan Province, PRC and Viet Nam. After an expressway between Kunming and Hekou in
Yunan Province is also completed, the expected travel time between Kunming and Haiphong will be
reduced from 2 days to 10 hours. In addition, the project will establish a new legal infrastructure and
financial mechanism for toll roads.

e. Social or environmental issues or concerns: The TA loan for the Noi Bai-Lao Cai Highway Project will
examine social and environmental issues related to the project. Special attention will be paid to ethnic
minority people living along the project site. The project design, especially expressway alignment design will
be selected so that negative impacts on the project affected people can be minimized.

f. Plans for disseminating results/deliverables:  Through the TA loan, the project will produce technical
reports on engineering, procurement, social (poverty, resettlement, and indigenous peoples), environmental
issues, and financial and economic analyses. In cooperation with the concerned provincial governments,
public hearings will be held to disseminate the expressway construction plan before procurement of the civil
works.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others (specify)

7. Proposed executing/implementing agency or agencies: Ministry of Transport

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Extensive consultations with the GMS countries have resulted in a list of high-priority subregional projects. The
Kunming-Haiphong Transport Corridor Project was a high-priority subregional transport project for the GMS
program, endorsed by the third GMS ministerial conference in 1994. The fourth meeting of the GMS Subregional
Transport Forum held in Vientiane in May 1998 agreed that the transport corridor would be the program’s next
high-priority subregional transport project. This decision was endorsed by the ninth GMS ministerial conference
held in Manila in January 2000.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004

b. Expected date of submission for approval
 Lending: 2005 (TA Loan), 2007 (Investment Loan)
 Nonlending (project preparatory): None
 Nonlending (other than project preparatory): None

c. Period and duration of assistance{s}
   Lending: TA Loan 2005-2006, 2 years. 2007-2010
   Nonlending: None

http://www.adb.org
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10. Financing Plan

a. For lending
 Ordinary capital resources: Investment Loan $320 million
 Asian Development Fund (loan): TA Loan $6 million, Investment Loan $150 million
 Asian Development Fund (grant): None
 Other: None

If cofinancing is required, indicate amount and sources sought:
     TA Loan

Source Amount ($ million)
ADB Financing    6
Government Financing   2
Other Financing
     Total Cost    8
Source: ADB estimates.

     Investment Loan
Source Amount ($ million)
ADB Financing    470
Government Financing   160
Other Financing
     Total Cost    630
Source: ADB estimates.

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: ${amount}
 Grant TA funds
 Other:

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A6.12: O Mon 4 Thermal Power Project

Date: 15 February 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Energy
   Subsectors: Conventional Energy  Generation

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Fostering Physical Infrastructure Development

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer(s):  Anthony J. Jude, Principal Project Specialist (Energy)
6. Description of assistance(s)

a. Background/linkage to country/regional strategy: The ADB country strategy promotes pro-poor
sustainable economic growth and private sector participation. The energy sector in key to economic growth
and social development, improvement of living conditions and standards. Power demand has been growing
at around 15% per annum over the past decade and is forecast to grow at a rate of 15% per annum till 2010
and thereafter at 12% per annum till 2015. Hydropower generation accounts for 46% of the total installed
generation capacity but during the dry season, these plants can only operate at 40% plant capacity. Thus,
puts a strain on the power system during this period to provide sufficient electricity to meet the demand. As
a result, load shedding occurs during the summer and results in economic loss to the industry sector. The
proposed Project aims at meeting this power demand growth in South and Central Viet Nam, reducing load
shedding during the dry season and is one of the projects in the country’s power development plan to meet
the country demand for electricity.

b. Goal and purpose: The purpose of this Project is to support the construction of 750 MW combine cycle
thermal power project (O Mon IV) to sustain economic development in South Viet Nam. The Project will also
facilitate the development of other phases of O Mon power complex by the private sector.
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c. Components and outputs: The components of the Project include (i) civil works; (ii) power house; (iii) gas
turbines and steam generators; (iv) balance of plant; and (v) 500 kV transmission line and associated
substation.

d. Expected results and deliverables:  The proposed Project will provide sufficient base load power to meet
the growing power demand and to improve the power generation mix in the system to ensure reliable supply
of power and reduce load shedding.

e. Social or environmental issues or concerns: Social issues are limited but Environment is category “A”

f. Plans for disseminating results/deliverables:
               For TA, method(s) of TA output dissemination:

 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today

Others (specify)

7. Proposed executing/implementing agency or agencies: Electricity of Viet Nam

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
During the reconnaissance mission for the preparation of the Country Energy Roadmap, EVN has requested
ADB assistance in preparation of the O Mon IV gas –fired thermal power project that would lead to the borrowing
OCR for the development of this project.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006-2007

b. Expected date of submission for approval
 Lending: July 2007
 Nonlending (project preparatory):  June 2006
 Nonlending (other than project preparatory):

c. Period and duration of assistance
   Lending: 2007-2010
   Nonlending:

10. Financing Plan

a. For lending
 Ordinary capital resources: $350 million
 Asian Development Fund (loan): $
 Asian Development Fund (grant): $
 Other: $130 million (Government financing), $100mn (TBD)

If cofinancing is required, indicate amount and sources sought: $100 million, from TBD.

Source Amount ($ million)
ADB Financing                                              300
Government Financing                                  130
Other Financing                                             100
     Total Cost                                                530
Source: ADB estimates

http://www.adb.org
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b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $
 Grant TA funds $ 1,100,000
 Other: Government contributions $ 200,000

If cofinancing is required, indicate amount and sources sought:

Source Amount ($)
ADB Financing
Government Financing
Other Financing
     Total Cost
Source:

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A6.13: Song Bung 2 and Song Bung 5 Hydropower Development Projects

Date: 28 November 2005
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

 a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Energy
   Subsector: Hydropower generation

 b. Targeting classification
 Targeted intervention
 General intervention

 c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes:  Fostering physical infrastructure development, indigenous peoples, involuntary settlement,
environmental policy and legislation

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4.  Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer: Pradeep Perera, Financial Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Socially inclusive and environmentally sustainable
economic growth is a key pillar in ADB’s country strategy for Viet Nam. The competitiveness of the Viet
Nam’s economy especially the industrial sector depends on the availability of cheap and reliable supply of
electricity. The critical role of large scale infrastructure in poverty reduction through economic growth is
underlined in the Comprehensive Poverty Reduction Strategy (CPRGS) approved by the Government of
Viet Nam in 2003. The large investment requirement of the power sector amounting to $2.5–3.5 billion per
annum requires concerted efforts from both public and private sector investors and a significant proportion
of public sector investments have to be financed through donor financing.

The investment loans to be financed by ADB in the power sector are coupled with policy dialogue to improve
the social and environmental sustainability of Viet Nam’s power generation expansion program. ADB has
provided targeted technical assistance to sector entities and national and provincial enforcement agencies
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to deal with adverse impacts of both at project level as well as for general capacity building in strategic/
cumulative environment assessment and establishing revenue sharing mechanism with the project affected
communities. It is also proposed to undertake a sector wide environment/social assessment of the
investment program in the sector during 2006–2015.

ADB is currently preparing the Song Bung 4 (SB 4) hydropower project (180 MW) for approval in 2006. The
preparation of this project is undertaken in a phased manner with the Phase I (SSTA 4475-VIE) focused on
identifying the major environment and social issues. The Phase II (TA 4625-VIE) is currently under
implementation. During the implementation of TA 4625-VIE, the Government has requested ADB to
consider financing the Song Bung 2 (SB 2) and Song Bung 5 (SB 5) hydropower projects which are located
downstream and upstream of SB 4 respectively.

ADB financing of the SB 2 and SB 5 hydropower projects would enable the entire cascade of hydropower
projects to be built and operated in a consistent manner to comply with ADB’s social and environment
safeguards.  A major portion of the work to be undertaken as part of the preparation of SB 2 and SB 5
hydropower projects will be related to mitigating the environment and social impacts. This is expected to set
an example of environmentally sustainable and socially accepted hydropower generation in Viet Nam.

b. Goal and purpose: The goal of the project is contribute to environmentally sustainable and social inclusive
economic growth of Vietnam through increased power generation using domestic resources. The purpose is
to finance the construction of Song Bung 2 & Song Bung 5 hydropower projects in a sustainable manner.

c. Components and outputs: The proposed loan will   finance of civil and electromechanical works associated
with the two hydropower projects. The resettlement costs and environment impact mitigatory costs will also
be financed. It is expected to structure the financing of this project as Multi-tranche Financing Facility with
SB 2 as the initial project to be financed by ADB with SB 5 to be approved later.

d. Rationale and purpose of ADF grant financing: Not Applicable

e. Expected results and deliverables: The successful implementation of the SB 2 and SB 5 hydropower
projects in an environmentally sustainable and socially acceptable manner.

f. Social or environmental issues or concerns: These two projects are likely to be classified as Category A
for both environmental and social safeguards. SB 5 HPP will result in the displacement of 50 households
and SB 2 HPP is located in an area inhabited by ethnic minorities with high biodiversity value.

g. Plans for disseminating results/deliverables:  Several consultation workshops at the basin level have
been held in relation to the preparation of SB 4 HPP Project. Under the proposed expanded scope of work
this will be continued with focus on more project specific consultations for SB 2 and SB 5.

 For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: EA: Electricity of Viet Nam (EVN), IA: Hydropower
Project Management Board No. 3

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
ADB financing of SB 2 and SB 5 HPPs has been discussed with both EVN and the Ministry of Industry and
further discussions will be held during the preparation of Viet Nam CSP for 2006–2009.

9. Timetable for assistance design, processing, and implementation

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

 b. Expected date of submission for approval
   Lending: 2007
   Nonlending (project preparatory): 2006
   Nonlending (other than project preparatory):

 c. Period and duration of assistance
   Lending: 2007–2012
   Nonlending:

http://www.adb.org
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10. Financing Plan

 a. For lending
 Ordinary capital resources: $200 million
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($ million)
ADB Financing                                         200
Government Financing                               70
Other Financing
     Total Cost                                           270
Source: ADB estimates

 b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds
 Other:

If cofinancing is required, indicate amount and sources sought:

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A6.14: Health Care for the Poor in the Central Region

Date: 5 April 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance Focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Health
   Subsector: Health systems

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Human development

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Social Sectors Division, Southeast Asia Department

5. Responsible ADB officer(s): Vincent de Wit, Principal Health Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy:
Viet Nam is in an epidemiological transition, with the share of infectious diseases dropping to 18%,
compared to non-infectious diseases at 63% and accidents and injuries to 19%. Viet Nam is making good
progress towards the Viet Nam Development Goals (VDGs). However, maternal and child mortality and
malnutrition remain high in poor communities, including ethnic minorities, in the northern mountains, central
highlands, and central coastal region, thereby resulting in increasing inequity. These communities continue
to experience a high burden of communicable and reproductive health problems. Achieving the VDG for
HIV/AIDS of halving the rate of increase by 2010 will be difficult, as the epidemic is spreading. The country
has also been the epicenter of an avian influenza epidemic in birds with about 100 sporadic human cases
requiring major efforts to improve surveillance and preparedness in case of a human to human epidemic.



Appendix 6 243

While Viet Nam’s overall health status is much better than would be expected for a country at this level of
per capita income, when comparing health sector spending with health indicators, Viet Nam is about
average. Spending on health in Viet Nam is about $21 per person per year, about 70% from private
sources. While the basic network of health services is in place, there is considerable scope for improving
effectiveness and efficiency of health services, and Viet Nam will need to undertake reforms to adjust the
health system to the new socio-economic situation.

After the collapse of the agricultural cooperatives, the People’s Committees and the central government
mainly sponsored provincial and district services but not community services. Out-of-pocket payment was
introduced, in particular for medicines and diagnostics. Private sector development improved access to
health care but also reduced the use of curative care in primary health care (PHC) facilities, which
increasingly became outlets for preventive services. Overall affordability and quality of health care declined.
The Ministry of Health (MOH) organized along vertical lines down to the community level, which made it
increasingly difficult for provincial and district management to plan and implement health services.

Politburo Resolution 46 (February 2005), while noting the major gains in the sector, identifies system
weaknesses, e.g. inadequate adaptation to changing disease patterns and to the market economy; poor
quality of services; and problems in meeting the needs of the poor, and those living in remote, mountainous
and ethnic minority areas. Problems are attributed to a health system that has been “stagnant in reforms”
and has not adapted to the economy. The CPRGS gives high priority to the health sector, with commitments
to increase financing for health care, improving the quality and availability of health services, and
coordinating national disease control programs with the poverty reduction agenda. The Socio-Economic
Development Plan (2006–10) adds some priorities: health protection and promotion; environmental
sanitation and food safety; improving medical staff in remote and disadvantaged areas; staff performance,
and increasing demand for health insurance. Population aging, changing socioeconomic conditions, and
behavioral risks are increasing demand for more expensive health services.

The MOH has prepared the Health Policy 2000-20101 and the Master Plan for Vietnam Health Systems
Development to 2010 and the Vision to 2020 with a set of subsector master plans, including for health
systems development and the preventive health system. A key policy measure is Prime Minister’s Decision
139 of 2002, which establishes health care funds for the poor. These funds cover health care expenses for
the poor and ethnic minorities, thus substantially reducing the risk of impoverishment due to health shocks
while aiming to increase the accessibility to, and utilization of, services. The Government is also
encouraging health insurance to cover the health expenses of the non-poor population with a goal of
universally insurance by 2010. The Government has a strategy for combating HIV/AIDS, and in partnership
with the Ministry of Agriculture and Rural Development prepared a plan for fighting an avian influenza
epidemic.

ADB has assisted PHC development for several years, through the Population and Family Health Project
(1460-VIE), the Rural Health Project (1777-VIE), and the Health in the Central Highlands Project (2076-
VIE). More recently, ADB has been focusing on communicable diseases control. In 2005, ADB approved the
Preventive Health System Support Project, and the Greater Mekong Subregion (GMS) Regional
Communicable Disease Control Project. These projects are complemented by regional technical assistance
for malaria control in ethnic minorities. In 2006, the proposed HIV/AIDS Prevention among Youth Project
builds on ADB’s successful Community Action for Preventing HIV/AIDS Project (JFPR 9006). ADB is now
seeking to support health system development through program support at central and provincial levels.

Donor support in Viet Nam has been shifting towards CDC because of HIV/AIDS and avian influenza. A
group of donors led by WHO and SIDA is exploring support for a sector-wide approach. Towards such an
approach, ADB and the World Bank are planning to support performance-based provincial health system
development on a regional basis in order to implement national policies, build provincial capacity, improve
targeting of vulnerable groups, and strengthen aid effectiveness.

b. Goal and purpose: To help achieve VDGs, the Program will improve the health of poor people in the central
region. Initial regional targets are to reduce the infant mortality rate from 37 to 29/1,000 live births, child
mortality rate from 50 to 39/1,000 live births, and maternal mortality ratio from 100 to 70 per 100,000 live
birth; and achieve better equity in health by income, gender and ethnic status. The overall purpose of the
program is to improve the quality and affordability of primary health care in poor communities of the central
region.

1 Ministry of Health, Health Policy 2000-2010. Hanoi.
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c. Components and outputs:
(i) Performance-based strengthening of provincial health systems in the central region
(ii) Development of financing mechanisms to make health care more affordable for the poor
(iii) Human resource development
(iv) Strengthening MOH capacity for health system development and aid coordination.

 d. Rationale and purpose of ADF grant financing: The proposed program is targeting the poor with essential
  social services, many of which are public goods or services with high externalities.

e. Expected results and deliverables:
Within the policy framework of the national government, the provincial leadership and professionals will
systematically work towards PHC for all citizens, seeking the most effective, efficient, equitable and
sustainable ways in improving the performance of the provincial health system. This will require a focus on
improving the performance of existing services in terms of quality and affordability. This is expected to result
in the improvement of key coverage indicators, such as better access to hamlet workers and essential drugs
for remote populations (90%); access to trained birth assistants (85%); immunization coverage (90%), and
use of modern contraceptives (65%). It is also expected to result in substantial provincial capacity in planning
health system development in a systematic manner and in accordance with national policies and local
priorities.

f. Social or environmental issues or concerns: gender equity, ethnic minorities, medical waste

g. Plans for disseminating results/deliverables: locally, nationally and through publications
  For TA, method(s) of TA output dissemination:

 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: Provincial Health Departments, MOH

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
Consultation of central ministries and provincial authorities, provincial health staff, private providers, hamlet
workers, male and female community leaders, non-government organizations, external agencies.

9. Timetable for assistance design, processing, and implementation
a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan:
b. Expected date of submission for approval

  Lending: 2007
   Nonlending (project preparatory): 2006
   Nonlending (other than project preparatory):

c. Period and duration of assistance
   Lending: 6 years
   Nonlending: 6 months

10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan): $60 million
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($ million)
ADB Financing                                      60
Government Financing                         20
Other Financing
     Total Cost                                       80
Source: ADB estimates.

http://www.adb.org
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b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds:  $450,000 plus $50,000 from ADB’s gender fund
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($)
ADB Financing                                        $500,000
Government Financing                            $125,000
Other Financing
     Total Cost                                          $625,000

 Source: ADB estimates.
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A6.15: Ho Chi Minh City Metro Rail System
Date: March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Railways
   Subsectors: Multimodal transport and sector development

b. Targeting classification {check one}
 Targeted intervention
 General intervention

c. Key thematic area(s) {check more than one category, if applicable}
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Fostering physical infrastructure development, developing urban areas

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer(s): Hubert Jenny, Senior Project Engineer (Urban Infrastructure) / Saitien
Thongplengsri, Structured Finance Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Viet Nam’s economy is growing rapidly. This is
especially the case in the large cities, most notably Hanoi and Ho Chi Minh City (HCMC), which are the
primary centers of economic growth and will remain so for the foreseeable future. The large cities have
grown rapidly over the last 15 years and are expected to continue to grow relative to the rest of the country,
both in terms of population and economy. HCMC is the largest city in Vietnam with an area of about 2,100
km2 and a population that has grown at an average rate of 2.4% over the last 15 years, to about 5.5 Million
in 2003, or approximately 6% of Viet Nam’s total population. On current trends, the city’s population is
forecast to reach 7.2 Million by 2020.
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Although cars are becoming more common, motorcycles dominate transport in HCMC and serve the
population well, providing the poor with greater mobility than experienced by many non-motorized citizens in
richer countries. In spite of explosive growth in motorcycle ownership, congestion has remained tolerable.
Traffic accidents, however, have become a serious concern. Increasing vehicle numbers have also lead to
air quality degradation that will intensify with increasing congestion.

The People’s Committee in HCMC is aware of these challenges and has developed plans for the orderly
development of the city based on designated satellite growth areas and rapid development of public
transport to cater for a much larger share of passenger traffic, from about 2% today to 60% in 2020. The
CSP for Viet Nam includes sustainable growth as one of the strategic priorities. If the economy is to
continue growing then the major engines of this growth within the urban centers must not be starved of
adequate transport infrastructure.

b. Goal and purpose:  The purpose of the metro project is to support continued economic development in
HCMC by setting in place the first stage of a mass transit transport system that will reduce urban
degradation caused by traffic congestion, reduce traffic accidents, and improve the city’s air quality.

c. Components and outputs:  As presently envisaged, the project will construct and operate two
interconnected metro lines traversing the central parts of HCMC, and an associated network of feeder bus
lines. The total length will be 20 km, with 22 stations. A preferred solution has been identified based on
economic, social and environmental benefits.

d. Rationale and purpose of ADF grant financing: Not required

e. Expected results and deliverables:  The proposed Project will result in the following:

(i). Highly efficient and well managed metro rail system in HCMC to support its rapid economic growth;
(ii). Reduce traffic accidents caused by increasing number of motorcycle users;
(iii). Reduce traffic congestion; and
(iv). Reverse the deterioration of the air quality resulting from increased use of motorized vehicles.

f. Social or environmental issues or concerns: Degradation of the urban environment, particularly for the
poor, caused by traffic congestion.

g. Plans for disseminating results/deliverables:

               For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others (specify)

7. Proposed executing/implementing agency or agencies: The Peoples’ Committees of HCMC. Operation and
Maintenance component of the Project will likely be managed by a Joint Venture company involving the People’s
Committee of HCMC and a private sector entity.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
HCMC People’s Committee has been closely involved in conceptualizing the Project.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2005

b. Expected date of submission for approval
 Lending: 2007
 Nonlending (project preparatory): 2006
 Nonlending (other than project preparatory):  October 2005

c. Period and duration of assistance
   Lending: 2007-2012
   Nonlending: October 2005 – July 2007

http://www.adb.org
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10. Financing Plan

a. For lending
 Ordinary capital resources: $ 500 million
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

       Debt financing: $190 million, from Peoples Committee of HCMC, $100 million from bi-lateral sources.

       Equity financing (for O & M): $150 million (partly from HCMC and others possibly from ECA, ADB private sector)

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($)
ADB Financing
Government Financing
Other Financing
     Total Cost

 Source:
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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CONCEPT PAPERS FOR NONLENDING PRODUCTS, 2007

 This appendix contains the concept papers for the following nonlending products:

(i)  Table A7.1:   Quality and Safety Enhancement of Agricultural Products  250
(ii) Table A7.2:   Water Resources Management (Sector)    253
(iii) Table A7.3:   Secondary Education Sector Development Program   257
(iv)      Table A7.4:   Environmental Management System (EMS) at Electricity of  260

                     Viet Nam
(v) Table A7.5:   Capacity Building for the Financial Sector and Capital   263

         Market for Implementation of FSPL III
(vi) Table A7.6:   Support to Financial Decentralization and Debt Management  265
(vii) Table A7.7:   Health Sector Strengthening      267
(viii) Table A7.8:   Thanh Hoa City Comprehensive Socioeconomic Development  271
              Project
(ix) Table A7.9:    Ho Chi Minh City Second Ring Road      274
(x) Table A7.10:  Rural/Provincial Transport Development     277
(xi) Table A7.11:  Support to Ministry of Transport Environmental Action Plan  280
(xii) Table A7.12:  GMS Flood Management and Mitigation Project    283
(xiii) Table A7.13:  People’s Republic of China to Viet Nam Power Interconnection  287
(xiv) Table A7.14:  Post WTO Support – Trade and Investment Liberalization Process 290
             in Viet Nam
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Table A7.1: Quality and Safety Enhancement of Agricultural Products
Date: 5 April 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other: {specify, e.g., loan-financed project preparatory, project implementation, or advisory activities}

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other: {specify, e.g., TA-financed regional activities, project implementation, or advisory activities}

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Agriculture and natural resources
   Subsectors: Agriculture sector development; agriculture production, agroprocessing, and agribusiness

b. Targeting classification {check on
 Targeted intervention
 General intervention

c. Key thematic area(s) {check more than one category, if applicable}
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Promoting economic efficiency and enabling markets, institutional development

3. Coverage {click on appropriate box}

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Agriculture, Environment and Natural Resources Division, Southeast Asia
Department

5. Responsible ADB officer(s): Masahiro Otsuka, Principal Project Economist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: In Viet Nam, the Government’s strategy for poverty
reduction is elaborated in its Comprehensive Poverty Reduction and Growth Strategy (CPRGS, 2002),
covering the period until 2010. CPRGS emphasizes the importance of agriculture and rural development in
alleviating rural poverty and contributing to sustainable and equitable economic growth. Despite a recent
setback due to the outbreak of the avian flu, the agriculture sector demonstrated a rapid growth during the
last decade at an average rate of about 4% per annum. This sector growth was largely supported by the
market-oriented policy and institutional reforms initiated in the late 1980s, and increased investment in
irrigation and other inputs.  However, the Government recognizes that continued agricultural growth will
increasingly require both new farming systems and more locally-driven, productivity-based improvements to
increase the value of agricultural production. These will strengthen the country’s competitiveness as Viet
Nam’s agriculture will be increasingly integrated into international markets through its accession to the
World Trade Organization and under the regional free trade agreements. The proposed project will support
the Government’s new five-year plan for agriculture and rural development in line with ADB’s new country
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strategy and program (2006-2008) for Viet Nam, and will be complementary to the ongoing projects of ADB
and other external funding agencies.

b. Goal and purpose: The proposed project aims to help increase the competitiveness of the country’s
agriculture and agro-based products through improvements in some selected crop subsectors (tea, coffee,
fruits and cashew nuts), thereby contributing to the country’s sustainable and equitable agricultural growth.

c. Components and outputs: The proposed project may provide support for (i) strengthening of community-
level support services in the agriculture sector, (ii) small- and medium-scale enterprise development, (iii)
improvement of relevant sector policies, institutions and infrastructure, (iv) strengthening public-private
partnership in some selected crop subsectors, and (v) local-level capacity strengthening in the agriculture
sector to enhance the decentralization policy of the Government.

d. Rationale and purpose of ADF grant financing: Not applicable.

e. Expected results and deliverables: The expected project outcome will include (i) improved quality and
safety standards of agricultural and agro-based products, (ii) increased number of small- and medium-scale
enterprises entering in crop subsectors, and (iii) improved capacity of farmers, central and local-level
government institutions, and private enterprises in promoting and adapting to the relevant market value
chains.

f. Social or environmental issues or concerns: The proposed project will have positive impact on poverty
reduction among poor and disadvantaged population in upland and remote areas in the country. Special
attention will be given to specific social issues related to gender and indigenous peoples. It will also have
positive impact on reduction in public health risks and environment through improved practices in crop
production, pest management and product processing, and through increased awareness about the use of
agrochemicals and biotechnology.

g. Plans for disseminating results/deliverables: During the PPTA implementation, the TA work program
and the proposed project design will be regularly discussed among key stakeholders at the central and local
levels. Consultative workshops and seminars will be organized during the PPTA in different regions and
provinces in the country to obtain appropriate feedback and disseminate TA findings.

  For TA, method(s) of TA output dissemination: {Tick one or more boxes, as applicable}
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others (specify) Stakeholder consultations at central and local levels.

7. Proposed executing/implementing agency or agencies: The Ministry of Agriculture and Rural Development
will act as the executing agency for the support services component, and the Ministry of Finance will act as the
executing agency for the proposed credit component. Provincial governments and commercial banks will act as
implementing agencies.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Key stakeholders, including the relevant government agencies, provincial governments, farmer groups, other
external funding agencies and NGOs, will be actively involved in planning and implementation of the PPTA.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending:
 Nonlending (project preparatory): 2007
 Nonlending (other than project preparatory):

c. Period and duration of assistance{s}
   Lending:
   Nonlending: 1 year from 2007

http://www.adb.org
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10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

{If known, provide cost estimates and financing arrangements in the table below. If not known, please delete the table
below.}

Source Amount ($ million)
ADB Financing
Government Financing
Other Financing
     Total Cost
Source:

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds: $ 500,000
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($’000)
ADB Financing   500
Government Financing  170
Other Financing
     Total Cost   670
Source: ADB staff estimate.

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A7.2: Water Resources Management (Sector)
Date: May 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

 a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Rural Infrastructure
   Subsector: Water resource management

 b. Targeting classification
 Targeted intervention
 General intervention

 c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Fostering physical infrastructure development, natural resources conservation, institutional
development

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4.  Responsible division/department: SEAE/SERD

5. Responsible ADB officer(s): TBD

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Prior to 1995, the Government’s water sector
strategies focused mainly on investment targets determined at central level. Reform of the sector since 1995
helped break away from supply-side approaches, leading to adoption of integrated water resources planning
in many river basins. The Water Resources Law (WRL) was passed in 1998, and the process of
establishing river basin organizations (RBOs) for water resource planning began in 2000. The Government
has also decentralized water supply and sanitation and assigned responsibility for many functions to
provincial level agencies. In 2002, the Ministry of Natural Resources and Environment (MONRE) was
created and given responsibility for state management of natural resources and the environment. This
reorganization effectively separated state water management functions from public water service delivery,
both of which functions were previously held by the Ministry of Agriculture and Rural Development (MARD).
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However, the mandates of the two ministries are not sufficiently clear and there remain some areas of
overlap (particularly in relation to RBOs). Additional decrees, decisions, and regulations will be needed to
fine-tune the institutional mandates of the two ministries and ensure coherence and synergy. Only partial
progress has been made on implementing the reforms embodied in the WRL.

Diverse issues need to be addressed in the development of the water resources sector. Water resources
infrastructure for irrigation, flood management, natural disaster defenses (including sea dikes), and multi-
purpose reservoirs) needs strengthening and expanding, and the present institutional arrangements for its
operation and maintenance (O&M) are ineffective and inefficient, being largely dependent on central
subsidies. In some river basins there is increasing competition for water and water quality is deteriorating.
Given the rapid pace of development, there is also an increasing demand for improved environmental
monitoring and management.  There is an urgent need to build the capacity of MONRE to fulfill its mandated
water management functions, and both MARD and MONRE need to develop more effective means of
cooperation to ensure the optimum utilization of the country’s water resources, including groundwater. At the
regional level, there is a need for more effective regional cooperation in managing shared water resources.

MARD’s focus tends to follow an engineering, sectoral approach to water resource development and it has
yet to fully assimilate integrated water resources management (IWRM) into its planning strategies and work
practices. The provincial level agencies involved in water resource management have limited capacity to
implement the resource management reforms embodied in the LWR and promoted under recent decrees
and decisions. Although these provincial agencies have considerable authority to make key decisions on
water infrastructure development and management, their capacity to address poverty in water projects and
coordinate various cross-sectoral aspects of resource management is limited. Irrigation management
companies (IMCs)—state-owned public utility enterprises responsible for the O&M of large irrigation
schemes—display little service orientation or capacity to manage irrigation in a sustainable manner. At the
tertiary level, water users have yet to be fully empowered to take water management decisions affecting
their livelihoods. Critically, there is a disconnect between the payment of water user fees and the delivery of
water in the correct amounts and at the appropriate time.

The Government's 5-year socioeconomic development plan (SEDP) for 2006–2010 aims to promote
sustainable development and increased quality and efficiency of growth. Planned outcomes related to the
water resources sector include: increased agricultural sector production to meet needs for food security and
exports; improved crop productivity, quality, and processing of high-value products; development of
aquaculture; and investment in water resources infrastructure (including irrigation) to support growth, and to
reduce the impact of floods and droughts.

ADB is currently financing the Second Red River Basin Sector Project, Phuoc Hoa Water Resources
Project, and the Central Region Water Resources Project. The Second Red River Basin Sector Project is
piloting (i) IWRM in the critically water-short Cau River sub-basin of the Red River (through MARD), (ii)
ambient water quality management in the Day River sub-basin which has serious water quality
issues(through MONRE), (iii) use of participatory flood risk assessment to improve flood management in the
Red River Delta(through MARD), and (iv) governance improvement in irrigation services through detailed
O&M and participatory irrigation management action plans(through MARD). The pilot initiatives will be
further refined and applied in both the Phuoc Hoa and Central Region Water Resources Projects. Ultimately
such practical applications of IWRM principles will need to be replicated nation-wide, based on new
legislation, decisions, and decrees as necessary for the operations of MARD and MONRE and their
provincial agencies.

The Viet Nam Water Sector Review (WSR) is presently being undertaken by ADB and other development
partners to assess (i)  the achievements and present status of the water sector in Viet Nam, including a
knowledge of water resources and trends in water use, availability, sustainability over recent years, and
challenges and issues;  (ii) policy, regulatory, and institutional framework for water resources management,
including progress towards achieving IWRM and the relationship of water resources management to Viet
Nam’s wider policy goals; and (iii) options and recommendations for future water sector management and
development, including investment priorities and sequence.

b. Goal and purpose: The project preparation TA (PPTA) and the proposed sector development program
investment will provide ongoing support to the Government for investment, institutional capacity
strengthening, and legislative and policy development in the water sector in line with the National Water
Resources Strategy (2006). The PPTA will build on the findings of ongoing projects and incorporate the
recommendations of the WSR.
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c. Components and outputs: The PPTA will assist the Government to prioritize its legislative and policy
reform measures in line with the WSR, implement needed reforms at both national and sub-national levels,
and identify investments in discreet components to support such measures. Investments may include (i)
support for the Hanoi Water Resources University to replace deteriorated facilities and introduce better
curricula and approaches geared to IWRM, (ii) creation of a groundwater data base and the building of
groundwater management capacity in MONRE, and (iii) continued restructuring of IMCs to make them cost-
efficient, effective, accountable, and autonomous water service providers working in partnership with client
water users to manage irrigation schemes. A sector development program will be prepared, and the output
of the PPTA will be a detailed feasibility study of an investment project suitable for ADB financing and
possible co-financing by other development partners within the framework of the sector development
program.

d. Rationale and purpose of ADF grant financing: N/A

e. Expected results and deliverables:  At completion, PPTA and proposed loan will have substantially
contributed to improving the policy and institutional environment, as well as providing the necessary
infrastructure financing requirements, for improved management of water resources in Viet Nam,
contributing to the goals of the SEDP (2006–2010).

f. Social or environmental issues or concerns: TBD

g. Plans for disseminating results/deliverables:  Institutional strengthening and capacity building under the
project will be provided through in-house, on-the-job training of staff within MONRE and provincial agencies,
and through targeted short training courses and seminars for key staff. Consulting services will be provided
to strengthen MONRE’s capacity in key technical areas over the duration of the Project, with counterpart
training provided through mentoring and formal educational opportunities. Newsletters will be prepared
during the course of the TA and Loan period to share information on the progress and outcomes of the
Project.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: Ministry of Agriculture and Rural Development
(MARD) and Ministry of Natural Resources and Environment (MONRE).

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Initial discussions with MARD and MONRE have taken place in the context of the 2006 CSP preparations. The
design of the technical assistance and investment program will emerge from the ongoing WSR presently being
undertaken by ADB and other development partners, which will include a program of stakeholder consultation to
determine the future directions for water sector management and development, including investment priorities
and sequence.

9. Timetable for assistance design, processing, and implementation

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

 b. Expected date of submission for approval
   Lending: 2008
   Nonlending (project preparatory): 2007
   Nonlending (other than project preparatory): N/A

 c. Period and duration of assistance:
   Lending: 2008-2013
   Nonlending: 2007-2008

http://www.adb.org
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10. Financing Plan

 a. For lending
 Ordinary capital resources: N/A
 Asian Development Fund (loan): $50 million
 Asian Development Fund (grant): N/A
 Other: Government: $20 million

If cofinancing is required, indicate amount and sources sought: $(to be determined), from TBD.

 b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $ 500,000
 Grant TA funds
 Other:  (i) Cofinancing $500,000

    (ii) Government $200,000

If cofinancing is required, indicate amount and sources sought: $500,000, from TBD

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance, TBD = to be determined.
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Table A7.3: Secondary Education Sector Development Program
Date: 27 March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Education
   Subsector: Education Sector Development

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme:  Human development

3. Coverage
 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Social Sectors Division, Southeast Asia Department

5. Responsible ADB officer(s): Eiko Izawa, Education Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: In Viet Nam, education has been the principal
investment option for the long-term socio-economic development. Particularly, with rapid expansion of
primary education that is already near to universal, the Government’s policy priority has shift to secondary
education, which directly contributes to human resource development to gain the country’s competitiveness
to expand exports and private sector investment in a global market economy.

              ADB has helped the Government achieve its commitment universal lower secondary education by 2010 and
upper and/or professional secondary education by 2015 through extensive investments including TAs and
loans for technical vocational education, lower secondary education development project, upper secondary
education, and teacher training. On planning side, to establish favorable policy planning environment, the
Ministry of Education and Training (MOET), ADB and its program-based approach partners including
UNESCO, UNICEF and JICA, have been developing a more strategic secondary education master plan
through an ADB-funded TA-4603: Strategic Secondary Education Planning and Cooperation. With a joint
support by MOET, local authorities, and donor, secondary education has significantly expanded and quality
of inputs including school facilities, teacher qualifications, and revised textbooks and instructional material
has been improving. However, the new master plan has identified further major constraints including
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improving the quality of learning and student academic achievements, developing policy planning and
implementation capacity, strengthening financial sustainability, setting out the evaluation and accreditation
methodologies and systems which meet the international standards, and raising the awareness of parents’ in
disadvantaged areas for the purpose of schooling. To address these challenges, the Government and ADB
have agreed that unmet needs will be filled through more extensive policy dialogue and new regulatory
frameworks.

              In this regard, it is agreed that shift from conventional investment projects to more comprehensive sector
development program with time-bound policy reform is essential. The Country Strategy and Program 2007-
2010 has confirmed that the PPTA for the secondary education sector development program will start in
2007 and the ensuring loan is pipelined for 2009 for $60 million.

b. Goal and purpose: The Project will help the Government achieve the MDGs and its commitment to
universal secondary education. The purpose of the project is to establish more result-based originated
regularly frameworks in the education sector in Viet Nam and to improve the sector performance and the
Government’s capacity for policy planning and management.

c. Components and outputs: To be determined through close consultations with MOET and relevant
ministries in line with policy review and time-bound action plans proposed by the TA 4603-VIE: Strategic
Secondary Education Planning and Cooperation.

d. Expected results and deliverables:  The Program is expected to (i) strengthen financial sustainability of
education service delivery: (ii) narrow gaps in access and quality of secondary education by gender, ethnic
natures, and regions and improve major education indicators: (iii) promote more decentralized education
planning and management system: (iv) produce more responsive policy framework and targets for technical
education and vocational training at secondary level: and (v) establish more responsive long-term policy
planning and administration system.

e. Social or environmental issues or concerns: No adverse social or environmental impact is foreseen.

f. Plans for disseminating results/deliverables:  The program will organize several consultation meetings
with the local governments for realizing the sector reform at provincial, district and commune levels.

7. Proposed executing/implementing agency or agencies: MOET will be the Executing Agency. The Project
Implementation Unit to be established within MOET and the Bureau of Education and Training (BOETs) and
provincial Department of Education and Training (DOETs) will be implementing counterparts for the activities at
local levels. The inter-ministerial steering committee will be set up to guide and monitor the PIU’s operations.
UNESCO and UNESCO will be major policy dialogue partners.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
The program will propose the policy reform agenda and target actions based on the recommendations in the new
secondary education master plan currently prepared by the Government, ADB, UNESCO, UNICEF and JICA.
Discussions with the Government and other major stakeholders have been held to identify the target provinces
and groups, and will continue through the PPTA implementation process.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: CSP 2007-2010

b. Expected date of submission for approval
 Lending: 2009
 Nonlending (project preparatory): 2007
 Nonlending (other than project preparatory):

c. Period and duration of assistance
   Lending: 2010-2015
   Nonlending: 2007
10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:
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If cofinancing is required, indicate amount and sources sought:

Source Amount ($ million)
ADB Financing                                             60
Government Financing                                TBD
Other Financing
     Total Cost                                              TBD
Source:  ADB estimate

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds: $500,000
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($ ‘000)
ADB Financing                                          500
Government Financing                              120
Other Financing
     Total Cost                                           620

Source: ADB estimates.
ADB = Asian Development Bank; ADTA = advisory technical assistance; CSP = country strategy and program; JICA
= Japan International Cooperation Agency; MDGs = Millennium Development Goals; MOET = Ministry of Education
and Training, Viet Nam; PBA = Program-based Approach; RCSP = regional cooperation strategy and program;
SESMP = Secondary Education Sector Master Plan; TA = technical assistance; UNESCO = United Nations
Educational, Scientific, and Cultural Organization; UNICEF = United Nations Children’s Fund.
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Table A7. 4: Environmental Management System (EMS) at Electricity of Viet Nam
Date: July 2006

1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

 a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Energy
   Subsector(s): Energy Sector Development

 b. Targeting classification
 Targeted intervention
 General intervention

 c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Cleaner production and control of industrial pollution, institutional development.

3. Coverage
 Country  Subregional  Interregional
 Internal policy development

4.  Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer(s): Anthony J. Jude, Principal Project Specialist (Energy)

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Viet Nam’s rapid economic growth of 7.5% per
annum over the past decade has contributed to the Government’s success in reducing the share of
population below the poverty line from 58% in 1993 to 22% in 2005. The Government aims to maintain this
level of economic growth until 2010, and to further reduce poverty to 15%.  With continued economic growth
comes an estimated 16% per year increase in power demand.  Any shortage of power is most likely to result
in slower economic growth and under achieve the poverty reduction targets. To address power demand
requirements the GOV prepared the 6th Power Development Master Plan (PDMP) for approval in 2006. This
plan identifies dozens of new power generation, transmission and distribution projects that could be
implemented to meet the nation’s growing power demands. To support the 6th PDMP, ADB is preparing
major lending projects to assist Viet Nam in meeting the power demand. The investment is broad both
geographically and sector-wise (hydropower, thermal power, transmission, and distribution).
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 The Electricity of Viet Nam’s (EVN’s) environmental responsibilities on these projects include but are not
limited to preparation of the environmental assessment documents and relevant environmental
management Plans (EMPs), financing and implementing the EMP, and conducting due diligence of
environmental safeguard aspects of associated facilities, strategic and cumulative impacts assessments of a
series of power projects development, and dialogue and coordination with other agencies on mitigation
measures. Some EVN staff have gained substantial experiences in the formulation and implementation of
these environmental safeguard activities. However, EVN’s overall policy and institutional arrangements do
not support overall environmental management systems (EMS, which includes the above items) and its
capacity remains to be strengthened.

b. Goal and purpose: The goal is to assist EVN to build capacity in its environmental management system to
become part of its standard operating procedures, to achieve a sustainable power development scheme
with reduce environmental risks.

The purpose is to support the development of an environmental management system at EVN as follows:
(i). Develop EVN’s Corporate Environmental Policy and EVN Management’s commitment to

implementation of the EMS;
(ii). Planning of support mechanisms for the EMS;
(iii). Allocation of resources to fulfill implementation of environmental policy and EMS;
(iv). Measure and evaluate EMS performance; and
(v). Review and continue improvement of EMS.

c. Components and outputs: The project’s expected results are:
1. Environmental management committee (EMC) to be established, with clear responsibilities and

authorities and to be headed by a senior EVN officer with environmental background.
2. Environmental policy drafted, approved, and disseminated within and outside of EVN
3. Environmental action plan prepared, with specific actions to strengthen environmental management

systems identified, and a schedule for updates
4. Environmental report prepared, indicating progress to date on development and implementation of the

numerous EMPs
5. Technical guidelines/regulations approved and adopted by EVN. These include:

(i). a new cumulative impact assessment guidelines,
(ii). a strategic environmental assessment guidelines/ manuals being developed under AOTA: (N)

VIE 4713: Capacity Building in Strategic Environmental Assessment of the Hydropower Sector;
(iii). a sector manual for environmental management plans based on results of  AOTA: (N) VIE 4711:

Implementation of Environmental Management Plan for the Son La Hydro Power Project and
other projects;

(iv). adoption of MONRE’s Environmental Impact Assessment Guidelines for Hydropower Projects
into a sector standard;

(v). EMPs formats and activities for thermal power (in co-ordination with ADB’s assistance to Mong
Duong Thermal Power Project) and for transmission lines projects (in co-ordination with ADB’s
technical assistance to harmonize donors’ safeguard efforts)

(vi). mainstream EIA into EVN’s standard operating procedures
(vii). a biodiversity off-set and/or compensatory forestry policy within EVN (in co-ordination with ADB’s

assistance to Song Bung 4 Hydropower Project)

d. Rationale and purpose of ADF grant financing:

e. Expected results and deliverables:
f. Social or environmental issues or concerns: This project is designed to address environmental concerns

currently faced by EVN.  No social concerns arising from the project are anticipated.

g. Plans for disseminating results/deliverables:  Reports, Workshops and through EVN’s policy guidelines
  For TA, method(s) of TA output dissemination:

 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others (specify)

http://www.adb.org
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7.    Proposed executing/implementing agency or agencies: Electricity of Viet Nam

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
EVN will be involved in the TA’s design and conceptualizing stage, scope of work and reviewing and
commenting on the terms of reference. Consultations will also be held with Ministry of Environment to seek their
views on how the process could be further strengthened. Domestic NGOs involved in environment work will also
be consulted.

9. Timetable for assistance design, processing, and implementation

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

 b. Expected date of submission for approval
   Lending: NA
   Nonlending (project preparatory):
   Nonlending (other than project preparatory): 2007

 c. Period and duration of assistance
   Lending:
   Nonlending: 2007-2008

10. Financing Plan

 a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($ million)
ADB Financing
Government Financing
Other Financing
     Total Cost
Source:

 b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($)
ADB Financing
Government Financing                           200,000
Other Financing                                     800,000 (TBD)
     Total Cost                                      1,000,000

 Source: ADB estimates
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.

.
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Table A7.5: Capacity Building for the Financial Sector and Capital Market for
Implementation of FSPL III

Date: 17 February 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Finance
   Subsector: Finance sector development

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s):
 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Financial and economic governance
3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department:  Governance, Finance, and Trade Division, Southeast Asia Department
5. Responsible ADB officer(s): V.V. Subramanian, Senior Financial Sector/Private Sector Development Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: CSP/CSPU for Vietnam highlights financial and
corporate governance as a strategic sector in ADB’s assistance program and critical for sustaining
Vietnam’s economic growth. Financial intermediation is limited in Viet Nam today, and it is accomplished
primarily through bank savings and lending The nonbank sector, which includes leasing, insurance, and
securities markets, remains small and limited in its role within the economy While the growth potential for
these subsectors is excellent, (the insurance subsector, e.g., has grown by an average annual rate of
approximately 40% in recent years), its development is constrained by limited institutional and human
capacity. Development of the nonbank sector, and, in particular, the bond market, will be critical to mobilize
resources from the market and to provide the long-term funds and investment capital largely lacking in Viet
Nam. Development of these subsectors will also increase competition within the financial sector and thus
pressure financial institutions—banks in particular—to improve their efficiency. The proposed Financial
Sector Program Loan (FSPL) III for 2007 aims to improve access to finance and provide a broader menu of
financial services and tailored financial instruments, backed by an appropriate market infrastructure, for
developing a more competitive, stable, and broad-based financial system. However, the institutional
capacity in the concerned government agencies and departments need to be strengthened to implement the
policy actions to be proposed under FSPL III.
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b. Goal and purpose: The primary purpose of the TA is to assist the Government in undertaking policy
conditions proposed under FSPL II. Its scope therefore parallels FSPL III, covering principally the
nonbanking and money / capital markets sectors

c. Components and outputs:  FSPL III would aim to further develop the money and capital markets, in
particular, the bond market, strengthen the regulatory and supervisory capacity of the insurance department
within MOF and introduce the concept of risk based capital and corporate governance in the insurance
industry, strengthen the accounting industry in Vietnam by bringing it more in line with international
accounting and auditing standards,  develop specific decrees and regulations on bankruptcy governing the
operations of financial and credit institutions within the existing law on bankruptcy, further strengthen the
leasing industry as well as the deposit insurance of Vietnam. The proposed ADTA will help implement and
accomplish the policy actions undertaken under FSPL III in the areas stated above.

d. Rationale and purpose of ADF grant financing : N/A

e. Expected results and deliverables: (i) enhanced future level of market-based financial intermediation, (ii)
enhanced efficiency and reach of financial services and products, and (iii) strengthened key institutions and
human resources for the financial sector.

f. Social or environmental issues or concerns: None.

g. Plans for disseminating results/deliverables:  Workshops, seminars, and through the concerned
departments website

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Public dissemination

7. Proposed executing/implementing agency or agencies: State Bank of Vietnam
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

The FSPL III Program Loan and the related policy actions will be developed in close coordination with the
relevant government agencies in the nonblank financial sector with the assistance under TA 4732 VIE-Preparing
the Financial Sector Development Program III

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending:
 Nonlending (project preparatory):
 Nonlending (other than project preparatory):  August 2007

c. Period and duration of assistance
   Lending:
   Nonlending:  November 2007 to June 2008

10. Financing Plan
a. For lending

 Ordinary capital resources:
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:
b. For nonlending

 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds
 Other: Request for funding under the Japan Special Fund for $750,000

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.

http://www.adb.org
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Table A7.6: Support to Financial Decentralization and Debt Management

Date: 26 April 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Finance
   Subsector: Finance sector development

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s) Themes:
 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Financial and economic governance

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department:  Viet Nam Resident Mission, Southeast Asia Department

5. Responsible ADB officer(s): Omkar L. Shrestha, Principal Programs Economist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: CSP/CSPU for Vietnam highlights governance as a
strategic cross cutting thematic area in ADB’s assistance program and critical for sustaining Vietnam’s
economic growth. Decentralization has been introduced by the government in recent years. The
management of the investment from state budget resources, including ODA, has been delegated more and
more to lower levels, but the capacity hasn’t been adequate to ensure effective decentralization. With the
improvement of the income per capita, the ODA assistance through giving grants and concessional loans
will be reduced. Vietnam will mobilize the funds with ordinary capital resources. Debt management capacity
is vital for the government to ensure financial sustainability.

b. Goal and purpose: The primary purpose of the TA is to assist the Government to improve the ODA
financial management capacity in decentralized context and to build the debt management capacity to
increase investment efficiency for ensuring sustainable economic growth and poverty reduction.
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c. Components and outputs:  “Support financial decentralization, trade and debt management” ADTA would
aim to further develop the financial management capacity for the government staff, especially the financial
management capacity in decentralized context and OCR project management capacity to prevent debt
servicing problems. The proposed ADTA will help develop the legal framework for ODA decentralized
financial management, introduce an appropriate OCR financial management mechanism, build data
collection and processing capacity, forecasting, risks assessment capacity and providing training courses on
decentralized ODA financial management.

d. Rationale and purpose of ADF grant financing : N/A

e. Expected results and deliverables: (i) improved the state investment efficiency, (ii) built debt management
capacity, and (iii) strengthened key institutions and human resources for the financial sector.

f. Social or environmental issues or concerns: None.

g. Plans for disseminating results/deliverables:  Workshops, seminars, and through the concerned
departments website

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Public dissemination

7. Proposed executing/implementing agency or agencies: Ministry of Finance

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
The “Support financial decentralization, trade and debt management” ADTA will involve the staff from the
relevant ministries and agencies and local people in the policy review and institutional and human capacity
building activities.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending:
 Nonlending (project preparatory):
 Nonlending (other than project preparatory):  January 2007

c. Period and duration of assistance
   Lending:
   Nonlending:  May  2007 – December 2008

10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds: $400,000
 Other:

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.

http://www.adb.org
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Table A7.7: Health Sector Strengthening
Date: 14 April 2006

1. Type/modality of assistance (double-click on appropriate box)

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance Focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Health
   Subsector: Health systems

b. For project preparatory and lending, classification
 Core poverty intervention
 Poverty intervention
   Other

c. Key thematic area(s)
  Themes:

 Economic growth  Environment
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender equity

  Subtheme(s): Human development, Gender equity

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Social Sectors Division, Southeast Asia Department

5. Responsible ADB officer(s): Lisa Studdert, Health Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: There have been significant improvements in key
health outcome measures in Viet Nam and several of the key health related Millennium Development Goals
are within reach. While the basic network of health services is in place, there is considerable scope for
improving quality and efficiency of these services in order to put the health care system on track to be cost
effective and able to continue to deliver improvements to a population that will have changing needs and
challenges with the new socio-economic situation. Moreover, continued and enhanced efforts are needed to
ensure the poor and vulnerable have an equal share in the improvements available and that the specific
needs of remote rural populations, which will start to differ from those of the rapidly urbanizing populations,
are met.

Recent reforms in the health care system have started the shift from an entirely state supported system to
one that shares costs and responsibilities between different levels of government and the consumer. Out-of-
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pocket payments have been introduced, in particular for medicines and diagnostics and there is a growing
private sector although it remains largely unregulated and poorly understood vis a vis the cost and quality
impact on consumers. As with most countries at this stage of development there has been a tendency to
focus on investments in the secondary and tertiary sector to the detriment of the primary health care delivery
level with the result of adverse outcomes and an uneven share of health improvements among the poorest
and most vulnerable. Safety net measures to protect the poor from high costs exist but need enhanced
efforts to be fully operational and effective.

Politburo Resolution 46 (February 2005), while noting the major gains in the sector, identifies system
weaknesses, e.g. inadequate adaptation to changing disease patterns and to the market economy; poor
quality of services; and problems in meeting the needs of the poor, and those living in remote, mountainous
and ethnic minority areas. Problems are attributed to a health system that has been “stagnant in reforms”
and has not adapted to the economy. The CPRGS gives high priority to the health sector, with commitments
to increase financing for health care, improving the quality and availability of health services, and
coordinating national disease control programs with the poverty reduction agenda. The Socio-Economic
Development Plan (2006–10) adds some priorities: health protection and promotion; environmental
sanitation and food safety; improving medical staff in remote and disadvantaged areas; staff performance,
and increasing demand for health insurance. Population aging, changing socioeconomic conditions, and
behavioral risks are increasing demand for more expensive health services.

The MOH has prepared the Health Policy 2000-20101 and the Master Plan for Viet Nam Health Systems
Development to 2010 and the Vision to 2020 with a set of subsector master plans, including for health
systems development and the preventive health system. A key policy measure is Prime Minister’s Decision
139 of 2002, which establishes health care funds for the poor. These funds cover health care expenses for
the poor and ethnic minorities, thus substantially reducing the risk of impoverishment due to health shocks
while aiming to increase the accessibility to, and utilization of, services. The Government is also
encouraging health insurance to cover the health expenses of the non-poor population with a goal of
universally insurance by 2010.

ADB has supported the Government of Viet Nam in the development of the health care system for several
years and is one of the major ODA partners in the sector. Previous projects include the Population and
Family Health Project (1460-VIE), the Rural Health Project (1777-VIE), and the Health in the Central
Highlands Project (2076-VIE). In 2005, ADB approved the Preventive Health System Support Project, and
the Greater Mekong Subregion (GMS) Regional Communicable Disease Control Project as a response to
the emerging disease threats of recent years including SARS and avian influenza. These projects are to be
complemented by the proposed HIV/AIDS Prevention among Youth Project (to be considered by ADB’s
board in mid-2006) and the proposed Health Care for the Poor in the Central Region to be developed in
2006-2007 at the request of the Government of Vietnam.

The Government of Viet Nam and the World Health Organization co-chair the Health Partnership Group
(HPG) that coordinates donors and government around the health sector agenda. In 2006, the HPG is
exploring the options and merits for program based support processes including a Sector Wide Approach
(SWAp). Between 2006 and 2008 the potential for demand and capacity for such modalities should be
better developed and understood and the possibility of ADB’s project activity supporting and complementing
this development will be carefully considered.

b. Goal and purpose: The goal is to improve the efficiency and effectiveness of the health care system for
the poor and vulnerable in Vietnam. The purpose is to assist the Government of Viet Nam to develop and
implement a series of reform measures that will improve the quality of health care service delivery including
for health workforce, health services, private sector, management and health financing. In all reform
measures and as a unifying theme, equity in access and utilization, especially for the poor and vulnerable,
will be the overarching objective.

c. Components and outputs:
(i) Health workforce training and employment – improving quality, planning for the future
(ii) Health financing and insurance for all – improving access and utilization of services;
(iii) Health services management and referral systems – managing effective and efficient systems

at the provincial level
(iv) Enhancing the role of the private sector – regulatory and quality control systems; and
(v) Strengthening central and provincial capacity for health system management.

1 Ministry of Health. Health Policy, 2000-2010.
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d. Expected results and deliverables: Enhanced and revitalized reform measures of the health care system
starting from 2009 will capitalize on the significant investments made in the preceding 10 to 15 years. The
program loan will have output measures that include quantifiable targets related to health workforce
institutional structures and trainee outputs; insurance coverage and utilization rates particularly for the poor;
hospital management and health service utilization rates reflecting an efficiently operating referral system; a
growing number of regulated private sector services and related utilization rates and a revised and
enhanced administrative and policy support structures at the central and provincial level. A key result area
for all components will be utilization and quality of services for the poor and vulnerable. Program loan results
measures should include the Millennium and Vietnam Development Goal measures related to child survival,
maternal mortality and communicable disease incidence (malaria, tuberculosis and HIV/AIDS).

e. Social or environmental issues or concerns: Positive social impacts, minor environmental impacts with
positive improvement measures related to medical waste.

f. Plans for disseminating results/deliverables: Locally, nationally and internationally through publications
and locally through ongoing consultations and results-sharing discussions and analysis.

7. Proposed executing/implementing agency or agencies: Ministry of Health, Vietnam Social Security (for
health insurance administration), Provincial Departments of Health, Universities (central and regional) for health
workforce training,

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Assistance has been scoped based on Government’s specific request and through consultations with central
ministries and provincial authorities, provincial health staff, health workers (doctors etc.), non-government
organizations and other ODA partners working in the health sector.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending: 2009

   Nonlending (project preparatory): 2007
   Nonlending (other than project preparatory):

c. Period and duration of assistance
   Lending: 6 years
   Nonlending: 6 months

10. Financing Plan

a. For lending
 Ordinary capital resources: $
 Asian Development Fund: $60 million
 Other: $

If cofinancing is required, indicate amount and sources sought (any possible source).
If known, provide cost estimates and financing arrangements.

Source Amount ($ million)
ADB Financing:                                      60
Government Financing                          20
Other Financing
     Total Cost                                        80
Source: ADB estimates.

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $
 Grant TA funds $500,000
 Other:
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If cofinancing is required, indicate amount and sources sought:  (any possible source)
If known, provide cost estimates and financing arrangements.

Source Amount ($’000)
ADB Financing                                        500
Government Financing                           100
Other Financing
     Total Cost                                          600

Source: ADB estimates.
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A7.8: Thanh Hoa City Comprehensive Socioeconomic Development Project
Date: 25 May 2006

1. Type/modality of assistance

 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

 a. If assistance focuses on a particular sector or subsector, specify the
   Sectors: Urban Infrastructure
   Subsector(s): Integrated (water supply, sanitation ands solid waste management)

 b. Targeting classification
 Targeted intervention
 General intervention

 c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Developing urban areas

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4.  Responsible division/department: SERD

5. Responsible ADB officer(s): Januar Hakim, SESS, Hubert Jenny, SEID

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Thanh Hoa Province borders the Vietnam Provinces
of Ninh Binh, Hoa Binh and Son La to the North, Nhe An to the South, and Lao PDR to the East. The
Province has a population of 2.7 million people with a pronounced geographical contrast of mountain area,
housing about 700,000 Ethnic Minorities with very high poverty levels (over 50%) and the coastal area with a
deep sea port at Nghi Son and tourist attractions at Sam Son.  Thanh Hoa has a strong potential for regional
socio-economic development.

Thanh Hoa city, with a population of 300,000, is strategically positioned as the regional hub, located 200
kilometers Southeast of Hanoi, along the North South National Highway 1. To the east, National Road 217
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leads to the Lao PDR border. A comprehensive development of Thanh Hoa would therefore benefit the
integration of domestic, subregional and international markets for the city, the Province as well as Vietnam,

Various constraints inhibit Thanh Hoa city’s full local and regional economic development potential. Aging
environmental infrastructure are in dire of need of rehabilitation and expansion. Thanh Hoa participated in
the Provincial Improvement Project financed under ADB and upgraded its water supply infrastructure. The
Cua Hoi river is polluted, due to the discharge of untreated industrial and domestic waste. In-city roads
networks and inter-city roads linking the city to the coastal and mountainous areas as well as to Lao PDR
are not adequate.

The ideas from the Provincial and City People’s Committees for development would need to be prioritized
and conceptualized into a comprehensive Regional Development Strategy and a Sustainable City Program
for urban development. Furthermore, a strengthening of the Provincial and City Institution would be
necessary to implement and achieve the Development Strategy. The Government of the Socialist Republic
of Viet Nam and the Provincial People’s Committee have requested ADB assistance to develop a pilot
project for Thanh Hoa City and as such is included in the proposed ADB’s CSP 2007-2010.

The project will be conducted in two phases: (i) a comprehensive socio-economic development plan and
project preparation; (ii) implementation of the pilot project.

b.   Goal and purpose: The goal is to develop Thanh Hoa city as competitive, livable, and sustainable regional
center capable of providing services and support to the region in a growth triangle, including Lao PDR and
Hanoi. The purpose of the comprehensive development plan aims to (i) highlight potentials of various
development sectors (e.g., tourism, SME, industry, trade, etc); (ii) identify strategic investments in
infrastructure, human resource, and capacity building to accelerate socio-economic development; (iii) review
the requirements to manage urban infrastructure and the environment through the possible implementation
of the Sustainable City Program, including an enabling environment for private sector participation and
public private partnerships; and (iv) to prepare the design of the pilot project. The pilot project would (i) build
environmental and transportation infrastructure in Thanh Hoa; (ii) improve access to infrastructure,
especially to the poor and vulnerable group; (iii) develop connectivity and communication to other areas in
the region / province; and (iv) strengthen the institutional capacity of local public utility providers and local
insitutions to plan, deliver, operate and maintain urban services.

c.   Components and outputs: The key output of the Strategic Socioeconomic Development Plan would (i)
identify needed investments constraining the local and regional economic development; (ii) fund a prioritized
investment plan; (iii) define an implementation plan with a proper implementation schedule and sequencing
of activities. The main components of the pilot project will be confirmed during the project preparation, but
would comprise (i) infrastructure investments; (ii) institutional development and capacity building, (iv) project
management and administration.

d. Rationale and purpose of ADF grant financing

e. Expected results and deliverables:

Expected results and deliverables include – (i) improved urban infrastructure and services; (ii) improved
capacity of PPCs and public utilities to plan, design, implement, operate and maintain urban infrastructure
investments; (iii) greater private sector and civil society participation in Thanh Hoa’s development; (iv)
equitable access to urban services, particularly for the poor; (v) set-up regional development triangle with
Lao PDR and Hanoi.

f. Social or environmental issues or concerns:

Positive social and environment impacts are expected. Mitigation measures and safeguards will be identified
and implemented.

g. Plans for disseminating results/deliverables:
  For TA, method(s) of TA output dissemination:

 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others (specify) ________________________

http://www.adb.org
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7. Proposed executing/implementing agency or agencies: Ministry of Planning and Investment, Ministry of
Construction; and Thanh Hoa City and Provincial Peoples Committee

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

The conceptualization was done by the Thanh Hoa Provicila Peoples Committee, City Peoples Committee,
Ministry of Planning and Investment; and the Ministry of Construction. An ADB mission visited the city and
relevant government officials to discuss the concept and the possibility of working together. Initial support may be
through City Alliance and UN-Habitat to define the urban and regional development framework.

9. Timetable for assistance design, processing, and implementation

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

 b. Expected date of submission for approval
   Lending: 2008
   Nonlending (project preparatory): 2007
   Nonlending (other than project preparatory):

 c. Period and duration of assistance
   Lending: 2008-2010
   Nonlending: 2007

10. Financing Plan

 a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan): $ 30 million
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought: $10 million, from TBD.

Source Amount ($ million)
ADB Financing                                      30
Government Financing                          10
Other Financing                                     10
     Total Cost                                        50
Source: Project team.

 b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $800,000
 Grant TA funds
 Other (to be confirmed): City Alliance / UN Habitat $500,000

If cofinancing is required, indicate amount and sources sought:

Source Amount ($’000)
ADB Financing                                       800
Government Financing                          200
Other Financing                                      500
     Total Cost                                      1,500

 Source: ADB estimates.
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A7.9: Ho Chi Minh City Second Ring Road
Date: March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other: None

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other: None

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Urban Infrastructure
   Subsector: Roads and highways

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Theme:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Fostering physical infrastructure development, developing urban areas

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer(s): Paul Vallely, Senior Transport Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: In the CSP for 2007-2010 it is proposed that the ADB
program will support investment projects to address critical transport needs that constrain economic growth
in the main development centers.  Ho Chi Minh City is one of the centers that makes a significant contribution
to the Vietnamese economy but existing transport systems are inadequate. The transport master plan for Ho
Chi Minh City envisages a network of radial routes connecting four concentric ring roads that will encircle the
city. To assist the Peoples Committee of Ho Chi Minh City to address the transport needs for the City a
project has been identified for ADB funding that will complete the 2nd Ring Road.

b. Goal and purpose: The goal of the project is to reduce transport costs for the movement of goods and
people around the inner areas of Ho Chi Minh City through the completion of the planned network of radial
roads and four concentric ring roads. The purpose of the project is to complete the missing sections of the
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2nd Ring Road and allow access for heavy vehicles to the Ho Chi Minh City port area without these vehicles
having to travel on inner city roads.

c. Components and outputs: The project will include construction of the following: (i) the Phu My Bridge
Approach Roads (the Phu My Bridge is being constructed under a concession agreement), and (ii) the
missing section of the 2nd Ring Road from the Phu My Bridge Approach Roads to National Highway No.1,
and (iii) access roads to and facilities for the ring road. A PPTA will prepare the project and confirm that the
project is economically a technically feasible, and socially and environmentally acceptable.

d. Expected results and deliverables:  Results from the PPTA are expected to include confirmation of the
viability of the Project. The results from the Project are expected to include a reduction in transport costs, an
increase in accessibility, and increased economic activity for Ho Chi Minh City.

e. Social or environmental issues or concerns: The alignment of the 2nd Ring Road lies close to the inner
districts of Ho Chi Minh City. However, by making use of degraded land and undeveloped agricultural land
the impact of the project on communities and the environment will be limited. Within the scope to the project
lies the Phu My Bridge, a major 2km long bridge that will cross the Saigon River. Although the Phu My Bridge
is a major structure being built within a major city, the resettlement impacts are not expected to be major. On
one side of the river the approach roads will be elevated on a viaduct, to avoid major disruption, and on the
other bank the alignment passes through sparsely populated rice fields. The construction is not expected to
impact on any known environmentally sensitive sites. TA has been provided to the Peoples Committee of Ho
Chi Minh City to provide assistance during the preparation and construction of the Phu My Bridge and
approach roads to ensure that the requirements of ADB's safeguards are met.

f. Plans for disseminating results/deliverables:  Resettlement plans, Environmental Impact Assessments
and Environmental Management Plan (EMP) will be disclosed in accordance with ADB’s Public
Communications Policy requirements. A public consultation workshop on the EMP will be conducted with the
project affected people.

  For TA, method(s) of TA output dissemination: {Tick one or more boxes, as applicable}
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others (specify) Disclosure of Resettlement Plan and EMP to affected people and on ADB web site

in accordance with ADB policies.

7. Proposed executing/implementing agency or agencies: Ho Chi Minh City Peoples Committee/ HCMC
Department of Transport and Public Works

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Discussions with the Peoples Committee of Ho Chi Minh City.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending: 2008 (Stand-by) 2009 (Firm)
 Nonlending (project preparatory): 2007
 Nonlending (other than project preparatory): None

c. Period and duration of assistances
   Lending: 3 years, 2010-2012
   Nonlending: 1 year, 2007-08

10. Financing Plan

a. For lending
 Ordinary capital resources: $250
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other: None

http://www.adb.org


          Appendix 7276

If cofinancing is required, indicate amount and sources sought: $Nil, from ____________.

Source Amount ($ million)
ADB Financing 240
Government Financing 85
Other Financing
     Total Cost 325
Source: ADB estimates.

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $Nil
 Grant TA funds
 Other: None

If cofinancing is required, indicate amount and sources sought: $Nil, from ____________.

Source Amount ($ million)
ADB Financing 1.00
Government Financing 0.25
Other Financing
     Total Cost 1.25

 Source: ADB estimates.
ADB = Asian Development  Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical  assistance.
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Table A7.10: Rural/Provincial Transport Development

Date: March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other: None

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other: None

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Rural Infrastructure
   Subsector: Roads and highways

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Theme:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme: Fostering physical infrastructure development

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer(s): Paul Vallely, Senior Transport Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: The proposed project will focus on improving
provincial transport infrastructure in selected provinces in the central region, the economic development of
which has been identified as a priority in achieving balanced regional growth in Viet Nam. The project will
complement community-based livelihood improvement in the target and neighboring provinces. The work to
be undertaken under this project will build on that completed under the Central Region Transport Network
Project.

b. Goal and purpose: The goal of the project will be to improve the provincial road network to provide safe,
efficient, and reliable access within selected provinces in the central region. The project will develop the
road network to all-weather levels and thereby encourage provincial economic development through access
to social services, and income and job opportunities.
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c. Components and outputs: The project will improve a section of the road network whose social, economic,
environmental, and technical aspects will be identified and analyzed under the PPTA. The project outputs
will be an all-weather network that will not only provide access and mobility within and into the selected
provinces, but also complement area-based livelihood improvement interventions; and further development
and implementation of policy recommendations to strengthen road sector institutions as initiated under
earlier ADB-financed road sector reform activities.

d. Expected results and deliverables:  An investment project that includes associated components to
improve sector efficiencies and institutional capabilities, and ensure social inclusion of poor and
disadvantaged groups.

e. Social or environmental issues or concerns: The PPTA will examine social and environmental issues
related to the project. The project area is poor and may have ethnic minority groups. The area is heavily
mined and will require a substantial unexploded ordinance clearing effort. Biodiversity conservation issues
will also be reviewed, as appropriate.

f. Plans for disseminating results/deliverables:  Through the PPTA, the project will produce technical
reports on engineering, social (poverty, resettlement, indigenous peoples), environmental, and economic
analyses that will be disclosed in accordance with ADB’s Public Communications Policy requirements.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others (specify) ________________________

7. Proposed executing/implementing agency or agencies: Ministry of Transport

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Discussions with the Ministry of Transport.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
  Lending: 2008 (Stand-by), 2009 (Firm)
  Nonlending (project preparatory): 2007
  Nonlending (other than project preparatory): None

 c. Period and duration of assistances
   Lending: 2009-2012, 3 years
   Nonlending: 2007-08, 1 year

10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan): $60 million
 Asian Development Fund (grant):
 Other: None

If cofinancing is required, indicate amount and sources sought: $Nil, from ____________.

Source Amount ($ million)
ADB Financing 60
Government Financing 20
Other Financing
     Total Cost 80
Source: ADB estimates.

http://www.adb.org
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b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $800,000
 Grant TA funds
 Other: None

If cofinancing is required, indicate amount and sources sought: $Nil, from ____________.

Source Amount ($ million)
ADB Financing 0.8
Government Financing 0.2
Other Financing
     Total Cost 1.0

 Source: ADB estimates.
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A7.11: Support to Ministry of Transport Environmental Action Plan
Date: March 2006
1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other: TA-financed advisory activities

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Rural Infrastructure
   Subsector: Multimodal transport and sector development

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Fostering physical infrastructure development, environmental policy and legislation.

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer(s): Paul Vallely, Senior Transport Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: The CSP incorporates the environment as a cross-
cutting theme and proposes initiatives to assist building capacity for environmental management. The ADB
is preparing, or implementing, a program of investment projects in Viet Nam’s transport sector.  These
investments are relatively broad both geographically (throughout Viet Nam) and technically (national
highways, provincial roads, rural roads).  ADB’s projects are expected to have one Project Owner: Ministry
of Transport (MOT). MOT’s environmental responsibilities on these projects will likely include preparation of
Environmental Impact Assessments (EIA) and Environmental Management Plans (EMP) for civil works
projects, managing procurement aspects of the EMP and managing administrative aspects of the EMP. The
Ministry of Transport (MOT) has requested assistance from ADB for assistance with implementation of (i)
the Master Plan Framework on Improvement of Air Quality in Urban areas, and (ii) items in MOT’s
Environmental Action Plans concerning a pilot station for treatment of the ship waste and treatment of waste
from trains.
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b. Goal and purpose: The goal is to improve environmental quality in Vietnam as it relates to ADB’s and
MOT’s mutual interest in the transport sector.  This includes:
(i) Improved urban and rural air quality
(ii) Reduced terrestrial degradation  - especially soil erosion, biodiversity, and/or protected areas
(iii) Reduced marine degradation – especially near coastal roads, ports, inland waterways, and/or

marine waterways
The purpose is to support implementation of Ministry of Transport Environmental Action Plan, with particular
consideration to Ministry of Transport’s requests to support their Action Plan.

c. Components and outputs: Activities under the TA will include the following:

(i) Preparation of a Strategy for Environmental Protection in the Transport sector up to 2010.
(ii) Preparation of training programs for awareness, inspection, and monitoring of environmental

protection measures environmental protection for the transport sector
(iii) Coordination with Ministry of Natural Resources and Environment in formulating tasks of

environmental protection in the transport sector and in the implementation of “Action Plan for
Environmentally Sustainable Transport Development in Vietnam.”

(iv) Preparation of regulations to govern environmental protection in such areas as road transport,
railway transport, inland waterway transport, maritime transport and air transport.

(v) Establishing specialized divisions/units responsible for environmental affairs at the Department for
Science and Technology. Establishing a database on environment with regard to the traffic and
transport sector.

(vi) Identifying measures to control environmental pollution caused by on-going activities of transport
vehicles.

(vii) Identifying appropriate measures to collect and treat waste from transport vehicles, particularly at
rail and bus stations, inland water ports, sea ports and air ports.

(viii) Prepare a program to address “Improving air quality in urban areas.”
(ix) Reviewing and proposing improvements to current inspection, survey and evaluation of

environmental impacts linked with traffic and transport activities.
(x) Undertaking research regarding waste treatment technologies in the traffic and transport activities.
(xi) Identifying appropriate equipment and training for professional and management staffs with a view

to strengthening capacity for organizations in charge of environmental protection in the transport
sector.

d. Expected results and deliverables:  The expected results and deliverables may include:
(i) Improved environmental awareness amongst government stakeholders;
(ii) Enhanced management over environmental protection in the traffic and transportation activities;
(iii) Enhanced scientific research, technology transfer and application in the traffic and transport sector
(iv) Improved financing mechanisms for environmental management plans of transport projects.

e. Social or environmental issues or concerns: This project is specifically designed to address
environmental concerns currently faced by MOT. No social concerns arising from the project are anticipated.

f. Plans for disseminating results/deliverables:  The TA will include a series of workshops to bring together
all development partners in the transport sector to share experiences and expectations. These contributions
will be used to both apply mid-course corrections to the TA and in the formulation of final reports and
recommendations.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: Ministry of Transport

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Vietnam’s Politbureau issued a resolution to improve environmental conditions across all major line ministries in
November 2004.  MOT produced and approved an Environmental Action Plan in February 2005 to respond to
the politbureau resolution.  ADB met with MOT twice in 2005 to discuss their early progress in achieving the

http://www.adb.org
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Environment Action Plan.  MOT issued ADB a letter in December 2005 that requests support from ADB to
conduct specific activities within the Environment Action Plan.  This concept paper was revised to suit the
December 2005 request of support.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2006

b. Expected date of submission for approval
 Lending: None
 Nonlending (project preparatory): None
 Nonlending (other than project preparatory): 2007

c. Period and duration of assistance
   Lending: None
   Nonlending: 2007-2008, 2 years

10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan):
 Asian Development Fund (grant): l
 Other: None

If cofinancing is required, indicate amount and sources sought: $Nil, from ____________.

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds
 Other: To be identified

If cofinancing is required, indicate amount and sources sought: $800,000, from To be identified.

Source Amount ($ million)
ADB Financing
Government Financing 0.2
Other Financing 0.8
     Total Cost 1.0

Source: ADB estimates.
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A7.12: GMS Flood Management and Mitigation Project
Dated: 30 March 2006

1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other:

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Rural Infrastructure
   Subsector: Water resource management

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Natural resources conservation, human development, developing rural areas

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Agriculture, Environment and Natural Resources Division, Southeast Asia
Department

5. Responsible ADB officer(s):  Christopher Wensley, Head, PAU/Principal Project Specialist (Portfolio
Management)

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: The Mekong River delta of Viet Nam is subject to
annual flooding which affects up to 1.8 million hectares (ha). Every year, floods claim hundreds of lives and
cause millions of dollars of economic loss in the delta. About 3 million out of the 4 million ha within the delta
area of Viet Nam are cultivated and supply more than 50% of the country’s rice and 60% of its fish
production (accounting for 27% of total GDP). The elevation of the flooded area varies from 0.5-3 meters (m)
above sea level (60% are below 1.0m elevation), and flood levels are influenced by tides in the South China
Sea. While most flood water enters the lowland areas via the flood plain (i.e., as overland flow of water that
has spilt from the Mekong river further upstream) a significant part of Viet Nam’s flooding derives from flood
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water that has entered the canals and drains of irrigation schemes. Within Viet Nam the Mekong and Bassac
rivers have extensive flood control embankments that prevent almost all floods from breaking out of the
rivers.

According to the Mekong River Commission (MRC), the flood of 2000 was the worst in the last 40-50 years.
It resulted in the deaths of more than 500 people in Viet Nam, most of whom were children. More that
800,000 homes were damaged or destroyed and 60,000 families evacuated. The summer-autumn rice crop
was almost completely destroyed and thousands of kilometers of roads were damaged. The total cost of
flood damage in Viet Nam in 2000 was estimated to be $285 million. Severe floods were again experienced
in 2001 and 2002. Environmental degradation due to rapid population growth and industrialization and
climate change are partly the cause of more frequent and severe flood disasters in recent years.

The Government’s strategy for flood disaster reduction has been driven largely by structural solutions in the
past. Nevertheless, Viet Nam recognizes the benefits brought by floods which each year deposit about 9
million tons of sediment in the flood plain. Floods also serve to flush acid leachate from soils and to reduce
rat infestations. Fresh water fish production is high during the flood season, and the flood water is
indispensable for irrigation. After the severe flood in the Mekong River delta in 2000, the Government
introduced a “living with floods” concept as its main strategy for disaster mitigation in the delta. It is based on
acceptance of the fact that floods in the Mekong River delta cannot be fully contained within embankments,
and that normal annual flooding brings many positive benefits in terms of economic development and
people’s income-earning opportunities. “Living with floods” has been practiced by residents of the delta for
many years—they have developed or adapted traditional measures to reduce flood risk by establishing
schools, clinics, and refuge shelters on high ground; changing rice cropping patterns to minimize risk of flood
damage; using floating rice varieties; and storing food, seed, and other essential provisions in flood-proof
shelters. The Government has taken this further by building ring embankments around villages, creating
earth platforms on which whole villages have been rebuilt on flood-free land, raising the floor levels of
schools and clinics, and providing emergency equipment. The simple precaution of teaching children to swim
has saved many lives.

In late 2002 the MRC prepared a Flood Management and Mitigation Program (FMMP) to help its member
countries (Cambodia, Lao PDR, Thailand, and Viet Nam) respond more effectively to major floods. An
implementation plan for FMMP is being prepared under the GMS Support for Realization of the Mekong
River Commission Flood Management and Mitigation Program (REG-6149, approved on 16 December
2003). The plan will determine recommended interventions to reduce the negative impacts of floods while
conserving their beneficial impacts. The plan will also identify discrete programs of sub-basin interventions
and propose arrangements among member countries to share costs and benefits in an equitable way.

The Government's Comprehensive Poverty Reduction and Growth Strategy (CPRGS, 2002) describes a 10-
year program to reduce the vulnerability of the poor to the adverse impacts of natural calamities.1 It stresses
the need to minimize losses and stabilize livelihoods and production in disaster-prone areas, giving region-
specific strategies for the main three disaster zones of Viet Nam (northern and central regions and the
Mekong River delta).

ADB's overall strategic objective in Viet Nam is poverty reduction. ADB's country strategy and program
update (CSPU 2005-2006) defines three priority objectives for ADB's support: (i) sustain high levels of
economic growth and faster poverty reduction; (ii) reduce inequality; and (iii) protect the environment.

b. Goal and purpose: The goal of the project is to reduce the vulnerability of flood-affected communities to the
negative impacts of floods. The purpose of the PPTA will be to prepare an investment project to implement
integrated and balanced structural and non-structural measures as part of a comprehensive flood
management plan for Viet Nam. The project will emphasize risk reduction strategies aimed at preventing
major floods from becoming disasters for the affected population. The project will also assist in formulating
land use and planning controls to enhance flood preparedness where feasible, and will help strengthen
measures for mediation of transboundary flood issues.

c. Components and outputs: The investment project will comprise balanced structural and non-structural
measures, including flood proofing of houses and essential social services and infrastructure, limited
essential flood containment measures, provision of coordinated communications networks and means of
evacuation, flood hazard mapping, improved flood forecasting and flood warning capability, capacity building
needs for agencies responsible for emergency response, and education and public awareness campaigns
for affected communities. To the extent possible, traditional coping mechanisms will be incorporated into the
conceptual and detailed arrangements of works.
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d. Rationale and purpose of ADF grant financing: (not applicable)

e. Expected results and deliverables: The TA will prepare a feasibility study of flood management options,
including prioritization of sub-basins and definition of appropriate packages of flood structural and non-
structural management interventions including cost estimates. The project will be designed to reduce the
social and economic costs associated with floods, assisting the most affected people to move beyond the
cycle of poverty that typically affects vulnerable communities.

f. Social or environmental issues or concerns: Structural flood control interventions can have unintended
negative social and environmental impacts that extend beyond the boundaries of the project areas, possibly
affecting neighboring administrative units and countries. Under the TA, detailed studies will be carried out to
identify the nature and magnitude of these risks, together with appropriate means of avoiding or reducing
them to acceptable levels, which will be addressed under the ensuing investment project. The project will
use participatory processes and consultation to involve affected communities, NGOs, and representatives of
vulnerable groups. Specific means of meeting the needs of women will be identified in consultation with the
women themselves.

g. Plans for disseminating results/deliverables:  Workshops will be held at key decision points during the
PPTA and investment project to seek feedback and disseminate information to key stakeholders. NGOs will
be contracted to mobilize communities and to assist in poverty and social analyses, as well as implement
key activities under the investment project. The products of the PPTA will be posted on ADB's website and
will be provided to interested parties. Implementation progress of the investment project will be reported
through the Project Information Document on ADB’s website.

  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: The Ministry of Agriculture and Rural Development
(MARD) will be the EA. The implementing agency will be the Viet Nam National Mekong Committee, assisted by
the disaster coordination and water resource management agencies of Cambodia, Loa PDR, Thailand and Viet
Nam, and through the coordination functions of the MRC, as appropriate.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
As one of the GMS flagship initiatives, improved flood management in the Mekong River has been discussed
with the relevant Governments on a number of occasions, including the GMS Ministerial Meeting and the GMS
Summit Taskforce Meeting. MRC’s FMMP has been prepared following an extensive series of national and
regional consultations during 2001 and 2002. MRC’s Council has endorsed the FMMP.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2005 (CSPU)

b. Expected date of submission for approval
 Lending: 2009
 Nonlending (project preparatory): 2007
 Nonlending (other than project preparatory):

c. Period and duration of assistance
   Lending: 5 years (2010 – 2014)
   Nonlending: 12 months (2007-2008)

10. Financing Plan

a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan): $30 million
 Asian Development Fund (grant):
 Other: $30 million

http://www.adb.org
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If cofinancing is required, indicate amount and sources sought: $30,000,000, from TBD.

Source Amount ($ million)
ADB Financing    30
Government Financing     20
Other Financing      30
     Total Cost 80
Source:  ADB estimates

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds: $600,000
 Other: $600,000

If cofinancing is required, indicate amount and sources sought: $____, from ____________.

Source Amount ($’000)
ADB Financing    600
Government Financing   300
Other Financing                                     600
     Total Cost   1,500
Source: ADB estimates

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A7.13: People’s Republic of China to Viet Nam Power Interconnection
Date: 25 March 2006

1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other:

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other: pre-project preparatory

2. Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Energy
   Subsector: Transmission and distribution

b. Targeting classification
 Targeted intervention
 General intervention

c. Key thematic area(s)
  Theme:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subtheme(s): Fostering Physical Infrastructure Development

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4. Responsible division/department: Infrastructure Division, Southeast Asia Department

5. Responsible ADB officer(s): Anthony J. Jude, Principal Project Specialist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Due to the strong economic growth, Viet Nam is
already facing a growing deficit of electricity supply and more so during the dry season, given its significant
dependence on hydropower. In order to address this deficit, and improve the quality and reliability of
electricity supply to rural, industrial, commercial, and residential consumers in Viet Nam, a total of 12,000
MW of new generating capacity is planned for addition to the power system from 2006 to 2010. The
construction of these power plants involved investments of $17 billion during this period. In order to meet the
load growth after 2010, EVN is in discussions with the China Southern Power Grid in the People’s Republic
of China to import 2000 MW from Yunnan Province via 500 kV high voltage direct current power (HVDC) to
Soc Son in North Viet Nam by 2011. The financing of the planned large power generation plants during the
period 2006-2010 would have been committed and some large power plants like the Son La hydropower
plant (2400 MW) would be fully on line by 2013. Therefore, during the period of 2010-2013 power demand
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would have to be met by imports via high voltage power interconnections from Yunnan Province.  This PRC-
Viet Nam 500 kV HVDC power interconnection is included in the Sixth Power Development Master Plan of
Viet Nam as well as in the GMS Program as Phase II power interconnection.

Economic growth has been averaging about 7.5% per annum over the past decade. This in turn has fueled
demand for electricity by about 15% per annum. This rapid but equitable economic growth has contributed
to Viet Nam’s success in bringing down the share of population below the poverty line from 58% in 1993 to
25% in 2005.The Government of Viet Nam’s aim is to maintain this level of economic growth till 2010 and to
further reduce poverty to 19%. In order to achieve this, installed generating capacity would have to more
than double to 26,000 megawatts (MW) by 2010.

b. Goal and purpose: The purpose is to support development of double circuit 500 kV HVDC transmission
line to import low cost power from PRC to meet the load growth in northern Viet Nam. This would strengthen
the high voltage power transmission grid in northern Viet Nam and provide, reliable, and improve quality of
supply to industrial, commercial, and residential consumers.

c. Components and outputs: It is presently envisaged that the project will construct (a) double circuit 500 kV
HVDC transmission line from the border with Yunnan Province to Soc Son; (b) DC converter station in Soc
Son; (c) 500 kV HVDC substation, (d) 220 kV transmission lines and associated substations to evacuate the
power; and (e) capacity building to EVN staff to operate and maintain such HVDC transmission grid.

d. Expected results and deliverables:  The Project will provide (i) reliable firm supply of imported electricity;
(ii) low cost of imported power generation; and (iii) stimulate economic growth and development of
industries.

e. Social or environmental issues or concerns: Social and environmental due diligence review to will be
carried out through PPTA. The PPTA will recommend mitigation measures; prepare summary environmental
assessment including an environmental management plan that are costed; prepare a resettlement plan; and
prepare a monitoring plan and cost a social and environment monitoring plan.

f. Plans for disseminating results/deliverables:  A final report will be produced and discussed at a
workshop with concerned stakeholders.

  For TA, method(s) of TA output dissemination: {Tick one or more boxes, as applicable}
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others (specify) _Public consultation

7. Proposed executing/implementing agency or agencies: Electricity of Viet Nam is the Executing Agency,
while the Northern Power Project Management Board (NPPMB) will be the implementing agency.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

The proposed TA was discussed with Electricity of Viet Nam as well as within the GMS Regional Power Trade
Coordinating Committee. The Project has the support of the GMS member countries as this will be part of the
GMS Power Transmission Grid. This has also been discussions with Ministry of Planning and Investment,
Ministry of Industry, Ministry of Finance and the State Bank of Viet Nam on the proposed loan.

9. Timetable for assistance design, processing, and implementation

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan:

b. Expected date of submission for approval
 Lending: 2008
 Nonlending (other than project preparatory):

c. Period and duration of assistances
   Lending:
   Nonlending: February 2007- January 2008

http://www.adb.org
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10. Financing Plan

a. For lending
 Ordinary capital resources: $500 million loan
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget: $
 Grant TA funds: $350, 000
 Other: Government $100,000, other: $50,000 (TBD)

If cofinancing is required, indicate amount and sources sought: $50 million, from AFD.

Source Amount ($’000)
ADB Financing
Government Financing   200
Other Financing                                              1,000
     Total Cost 1,200

Source: ADB estimates.
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.
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Table A7.14: Post WTO Support – Trade and Investment Liberalization Process
in Viet Nam

Date: June 2006

1. Type/modality of assistance

 Lending
 Project loan
 Program loan
 Sector loan
 Sector development program loan
 ADF grant-financed
 Other

 Nonlending
 Project preparatory
 Other than project preparatory

 Economic, thematic, and sector work
 Institutional development
 Other

2. Assistance focus

 a. If assistance focuses on a particular sector or subsector, specify the
   Sector: Trade
   Subsector: Trade

 b. Targeting classification
 Targeted intervention
 General intervention

 c. Key thematic area(s)
  Themes:

 Sustainable economic growth  Environmental sustainability
 Inclusive social development  Regional cooperation
 Governance  Private sector development
 Gender and development  Capacity development

  Subthemes: Promoting Economic efficiency and Enabling Markets

3. Coverage

 Country  Subregional  Interregional
 Internal policy development

4.  Responsible division/department: Governance, Finance and Trade Division / Southeast Asia Department

5. Responsible ADB officer(s): L. Ding, Senior Regional Economist

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: Foreign and domestic investment in Viet Nam is
currently governed by the Law on Foreign Investment and the Law on Domestic Investment respectively. In
addition, Viet Nam has a number of sector specific laws and regulations governing investment conditions in
the country. As Viet Nam’s endeavors to become a WTO member, and given the accelerated pace of the
country's economic and trade-related reforms, fragmentation of the legal regime for investment and the
proliferation of incentive measures require careful and immediate policy attention. Such considerations
underlie the Government of Viet Nam's decision to initiate the drafting of a Common Law on Investment
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(CIL) that would in effect merge the two existing laws and provide a uniform treatment of investment in the
country. In addition, there is a continuous need to develop a consistent set of transparent trade policies, in
particular, management of tariffs and other trade measures, which are non-discriminatory, help efforts to
develop a level playing field for foreign and domestic investors, and supports the efficient allocation of
resources in the economy.

Much work and technical assistance to assist Viet Nam on WTO accession-related matters is currently
ongoing or has been undertaken. Given the advanced stage of the accession negotiations and the likelihood
that the process may be satisfactorily completed in 2006, there is an imminent need to focus more resolutely
on the post-accession environment and the country's technical assistance needs as it shifts its attention
towards issues of compliance with and implementation of WTO and concurrent regional commitments (e.g.
ASEAN/AFTA).

Properly designed trade and investment policies and a strengthening of those institutions responsible for
implementing the county's investment and industrial development strategies will help Vietnamese firms to
take advantage of the new market access opportunities arising from ongoing negotiations and better
integrate them into regional and global production networks. There remains, accordingly, a need to provide a
range of medium-term, post-accession assistance targeted at enhancing the country's trade and investment
climate; ensuring that the ongoing reform of the country's investment framework takes full account of – and
is compatible with - the sets of obligations stemming from new treaty obligations; promoting the adoption of
economically sound  and fiscally sustainable support measures to industry; and strengthening the capacity,
both analytical and operational, of those government agencies that will be most centrally involved in the
design and implementation of Viet Nam's tariffs and investment policies in the post-accession period.
Economic integration of Viet Nam with the world trading system is included as an important area in the
CSPU 2005 for Viet Nam.

b. Goal and purpose: The TA will assist the Government of Vietnam to examine existing incentives schemes,
tariff management in the context of Viet Nam’s overall development strategy in the post WTO accession
period, as well as to assess the needs of the public sector to respond to the post WTO-accession
environment and commitments. Based on the analytical work to be undertaken, the team of experts will
propose a detailed matrix which covers the policy, legal/regulatory, and institutional reforms, and
adjustments needed to meet the challenges posted for Viet Nam in the process of economic integration. The
TA shall focus on needed analytical work, which leads to formulation of an umbrella support. Capacity
building efforts under the TA will be limited and are in the form of provision of training sessions and
workshops, to be conducted by the consultant teams involving MOF, MPI, MOLISA, MOI and MOT, and all
stakeholders as deemed relevant.

c. Components and outputs: The TA will have the following components: Component 1: carry out a full
review of the existing incentives schemes, including at the provincial level, to ensure their effectiveness and
efficiency with respect to current industrial policy goals, as well as their WTO compatibility. This also
includes, among others, assessing the economic effects and efficiency of fiscal incentives. Provide an
analysis and strategy aimed at establishing linkages between the revised incentive regime and investment
policies; Component 2: rationalize tariffs and monitor tariff policy to make their structure consistent with the
overall strategy of the Government to promote a broad range of agricultural and industrial activities
supported by foreign and domestic investments; Component 3: analyze the institutional requirement to
ensure implementation of WTO-consistent trade and investment policy, especially in the area of tariff
management, subsidies, trade contingency measures and safeguard; Component 4:  assess the possible
social and labor adjustment implications of WTO accession on the poor; and Component 5: draw up a
roadmap to manage and implement WTO compatible trade policy and investment measures.

d. Rationale and purpose of ADF grant financing

e. Expected results and deliverables: practical roadmap to manage and implement WTO consistent trade
policy and investment measures.

f. Social or environmental issues or concerns: Part of the analytical work will focus on examining the
potential social implications arising from the WTO accession.

g. Plans for disseminating results/deliverables: on job training, and targeted focused group
workshops/training sessions.
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  For TA, method(s) of TA output dissemination:
 A conference/workshop/brown bag
 Publication of article(s) in external journals or books
 External press release to news agencies, including www.adb.org
 Internal press release in ADB Today
 Others

7. Proposed executing/implementing agency or agencies: MOF and MPI, in collaboration with MOI, MOLISA,
and MOT.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
this TA is to respond to the strong need of Viet Nam in meeting the commitments arising from the WTO
accession process.

9. Timetable for assistance design, processing, and implementation

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2005

 b. Expected date of submission for approval
   Lending:
   Nonlending (project preparatory):  March 2007
   Nonlending (other than project preparatory):

 c. Period and duration of assistance
   Lending:
   Nonlending: March 2007–December 2007

10. Financing Plan

 a. For lending
 Ordinary capital resources:
 Asian Development Fund (loan):
 Asian Development Fund (grant):
 Other:

If cofinancing is required, indicate amount and sources sought:

Source Amount ($ million)
ADB Financing
Government Financing
Other Financing
     Total Cost
Source:

 b. For nonlending
 No resources required, other than ADB staff
 ADB's administrative budget:
 Grant TA funds: $300,000
 Other:

ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and
program, TA = technical assistance.

http://www.adb.org


2006 ASSISTANCE PROGRAM
Table A8.1: Assistance Pipeline for Lending Products, 2006

Cost
($ million)

ADB ADFSector Project/Program Name
Targeting
Classifi-
cation

Thematic
Priority Division

Year of
Project

Preparatory
Assistance Total OCR Loans Grants Total Gov't Cofi-

nancing
2006 Firm Loans
Agriculture and Natural Resource

1. Agriculture Science and Technology GI ECO/ISD/EVN SEAE 2006 40.00 0.00 30.00 0.00 30.00 10.00 0.00
2. Forests for Livelihood Improvement in

the Central Highlands (Sector) TI ECO/GAD SEAE 2001 85.00 0.00 45.00 0.00 45.00 24.00 16.00

Subtotal 125.00 0.00 75.00 0.00 75.00 34.00 16.00
Education

1. Upper Secondary and Professional
Teacher Development TI GAD SESS 2006 46.00 0.00 34.00 0.00 34.00 12.00 0.00

Subtotal 46.00 0.00 34.00 0.00 34.00 12.00 0.00
Energy

1. Mong Duong Thermal Power
Generation Project a GI ECO SEID 2006 1,100.00 920.00 0.00 0.00 920.00 180.00 0.00

2. Song Bung 4 Hydropower Project a GI ECO SEID 2005 290.00 230.00 0.00 0.00 230.00 60.00 0.00
Subtotal 1,390.00 1,150.00 0.00 0.00 1,150.00 240.00 0.00

Finance
1.  SME Sector Development Program

Loan Subprogram II TI ECO/GAD/
PSD SEGF 2002 20.00 0.00 20.00 0.00 20.00 0.00 0.00

Subtotal 20.00 0.00 20.00 0.00 20.00 0.00 0.00
Health, Nutrition, and Social Protection

1. HIV/AIDS Prevention Among Youth TI ISD SESS 2006 27.00 0.00 0.00 20.00 20.00 7.00 0.00
Subtotal 27.00 0.00 0.00 20.00 20.00 7.00 0.00

Multisector
1. Support the Implementation of Poverty

Reduction Program III TI ISD/ENV VRM 2003 15.00 0.00 15.00 0.00 15.00 0.00 PRSC

Subtotal 15.00 0.00 15.00 0.00 15.00 0.00 0.00
Water Supply, Sanitation and Waste
Management

1. Central Region Small and Medium
Towns Urban Development TI ECO SESS 2004 73.22 0.00 53.22 0.00 53.22 20.00 0.00

Subtotal 73.22 0.00 53.22 0.00 53.22 20.00 0.00
Total 1,696.22 1,150.00 197.22 20.00 1,367.22 313.00 16.00

Regional
1. GMS Hanoi- Lao Cai Railway Upgrade GI ECO/REG SEID 2002 160.00 0.00 60.00 0.00 60.00 20.00 80.00

(France)
Total 160.00 0.00 60.00 0.00 60.00 20.00 80.00
Total 1,856.22 1,150.00 257.22 20.00 1,427.22 333.00 96.00

ADB = Asian Development Bank; ADF = Asian Development Fund; ECO = sustainable economic growth; ENV = environmental sustainability; GAD = gender and development; GI = general
intervention; GMS = Greater Mekong Subregion; Gov’t = government; ISD = inclusive social development ; SEAE = Southeast Asia Department Agriculture, Environment, and Natural
Resources; SEGF = Southeast Asia Department Governance, Finance, and Trade Division; SEID = Southeast Asia Department Infrastructure Division; SESS= Southeast Asia Department
Social Sector Division; OCR = ordinary capital resources; PSD = private-sector development, REG = regional cooperation; TI = targeted intervention; VRM = Viet Nam Resident Mission.
a Subject to further review by the Government
Source: ADB estimates.
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Table  A8.2: Assistance Pipeline for Nonlending Products, 2006
Sector Project/Program Name Responsible

Division
Assistance

Type Sources of Funding

ADB Others Total

  Sources Amount
($'000) Sources Amount

($'000)
2006 Firm TAs
Agriculture and Natural Resources

1. Capacity Building for Forests Livelihood Improvement in Central
Highlands SEAE ADTA  250.00  7,750.00 8,000.00

Subtotal   250.00   7,750.00 8,000.00
Education

1. Secondary Education for Most Disadvantaged Region SESS PPTA  600.00 0.00 600.00
Subtotal   600.00   0.00 600.00

Energy
1. Supporting the Public Private Development of Omon Thermal

Power Complex SEID PPTA  1,700.00 0.00 1,700.00

2. Power Market Design SEID ADTA  500.00 0.00 500.00
3. Song Bung 4 Hydro Power Project Supplementary (Song Bung 2

& 5) SEID PPTA  800.00 0.00 800.00

Subtotal   3,000.00   0.00 3,000.00
Finance

1. SME Development - Subprogram II SEGF PPTA  600.00 0.00 600.00
2. SOE Reform and Corporate Governance Facility SEGF PPTA  300.00 0.00 300.00

Subtotal   900.00   0.00 900.00
Health, Nutrition, and Social Protection

1. Health Sector Reform Support SESS PPTA  450.00 0.00 450.00
Subtotal   450.00   0.00 450.00

Law and Public Sector Management
1. Support Implementation of the Public Administration Reform

Master Program VRM PPTA  450.00 0.00 450.00

2. Capacity Building for Vietnam's Regional Cooperation Focal
Points VRM ADTA  450.00 0.00 450.00

Subtotal   900.00   0.00 900.00
Transport and Communications

1. Hanoi Metro SEID PPTA  400.00 0.00 400.00
2. Ho Chi Minh City Metro Rail System (METRAS) SEID PPTA  750.00  750.00 1,500.00
3. Phu My Approach Roads (Resettlement & Environmental

Management Plan) SEID ADTA  230.00 0.00 230.00

Subtotal   1,380.00   750.00 2,130.00
Total   7,480.00   8,500.00 15,980.00

ADB = Asian Development Bank; ADF = Asian Development Fund; ADTA = advisory technical assistance; ECO = sustainable economic growth; ENV =
environmental sustainability; GAD = gender and development; GI = general intervention; GMS = Greater Mekong Subregion; GOV = government; ISD = inclusive
social development ; PPTA = project preparatory technical assistance; SEAE = Southeast Asia Department Agriculture, Environment, and Natural Resources; SEGF
= Southeast Asia Department Governance, Finance, and Trade Division; SEID = Southeast Asia Department Infrastructure Division; SESS= Southeast Asia
Department Social Sector Division; VRM = Viet Nam Resident Mission.
Source: ADB estimates.
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