
 
 

Viet Nam CPS Final Review Validation, 2012–2015, Linked Document 3  

ASSESSMENT OF THE TRANSPORT SECTOR 

 

A. Introduction 

 

1. Transport has important implications for growth and poverty reduction in Viet Nam. Better 

transport links help reduce the cost of doing business. Within the Greater Mekong Subregion (GMS), 

improved connectivity between Viet Nam and its neighbors—Cambodia, Lao People’s Democratic 

Republic (Lao PDR), and the People’s Republic of China (PRC)—can promote regional cooperation and 

integration. Better transportation is also vital to addressing poverty as it enhances access to economic 

opportunities, particularly among rural communities. In Viet Nam, increasing infrastructure spending by 

an additional 1% of the gross domestic product (GDP) is estimated to reduce the poverty rate by 0.5%.
1

 

However, traffic expansion, if not managed properly, will have serious environmental consequences 

that are of concern both to the government and to Asian Development Bank (ADB). 

 

2. Between 2015 and 2020, Viet Nam is estimated to require more than $50 billion in transport 

infrastructure investment to support the bid to become an industrialized country by 2020. Of this 

amount, nearly two-thirds are for the improvement of the national road system. Another 10% is to be 

allotted to aviation and almost 12% to railways.
2

 For instance, $17.9 billion is estimated to be needed 

for the planned North–South Expressway Eastern Side.
3

 The state budget is expected to cover 30%–40% 

of the total amount of transport infrastructure investments until 2020. Support from development 

partners and private investors, through build-operate-transfer schemes (BOTs) and public–private 

partnerships (PPPs), will be required to meet the residual funding gap (footnote 2). 

 

3. The Ministry of (MOT) oversees the transport sector at the national level. However, decision-

making, policy formulation, and implementation of transport projects are spread across national and 

sub-national agencies. For instance, while the MOT oversees the road and rail sectors, the Viet Nam 

Expressway Corporation (VEC) manages highway projects, and the Viet Nam Railways Corporation 

(VNR) supervises rail projects. Urban transit projects in Ha Noi and Ho Chi Minh City are the 

responsibility of the respective people’s committees. 

 

B. Sector Context and Background 

 

4. The Government of Viet Nam recognizes the critical role of transport as the country seeks to 

transition to higher income status. As stated in its Socio-Economic Development Plan, 2011–2015, the 

government aims to give precedence to traffic infrastructure projects, particularly in key economic 

zones, to develop urban transport systems and improve the capacity of major seaports.
4

 

 

5. The development of Viet Nam’s transport sector is evident in notable increases in freight and 

passenger volumes.
5

 However, challenges remain, including unmet demand for access to transport, 

urban congestion, and capacity constraints in planning and budgeting. While Viet Nam has an 

extensive road network, local roads account for 86% of the roads located in districts, communes, or 

urban areas—only about 7% roads are national highways and 9% are provincial roads. Moreover, only 

43% of national roads are in good condition, with 20% being in poor or very poor condition. In total, 
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52% of Viet Nam’s road network is unpaved and around 16% of the population are estimated not to 

have access to an all-season road (footnote 3).  

 

6. Urban congestion in Ha Noi and Ho Chi Minh City is emerging as a serious problem. Traffic 

congestion in Ho Chi Minh City is estimated to cost D14 billion a year, or 6.25% of the city’s GDP.
6

 The 

combined population of the 2 cities is over 14 million and more than 20 million trips are made each 

day, mostly by private transport on motorcycles. The rail network is small relative to other modes of 

transport and requires upgrading. 

 

7. One pilot PPP project is the Ho Chi Minh City–Long Thanh–Dau Giay Expressway Construction 

Project, which is supported by the International Finance Corporation and is seeking private sector 

investment. A list of PPP projects for the road sector has been approved, but with little uptake as yet. 

The government had already approved the legal framework for selection, evaluation and bidding of PPP 

projects, but barriers still exist. For instance, a framework for backstopping supporting PPP obligations, 

such as minimum revenue guarantees, has yet to be developed (footnote 2). 

 

C. ADB’s Sector Strategies and Portfolio 

 

8. Under the country partnership strategy (CPS), 2012–2015, the general objective relating to the 

transport sector dealt with increased efficiency in the transport of goods and people through road, 

urban and rail transport. The transport sector assessment of the CPS narrowed this down to three 

thrusts: (i) addressing equity issues through improvement of provincial and district roads; (ii) 

supporting projects that raise efficiency and competitiveness in an environmentally sound manner; and 

(iii) improving sub-regional connectivity, including multi-modal connections.
7

 ADB’s transport portfolio 

under CPS, 2012–2015 was to comprise mainly expressways and roads, railways, and urban transit. 

 

9. ADB has an extensive track record of supporting Viet Nam’s transport sector, investing nearly 

$2.4 billion between 1993 and 2008, mainly in roads (footnote 2). Of the $10.3 billion in approved, 

ongoing, and completed loans and grants to Viet Nam in 2012–2015, the largest share—42% ($4.3 

billion)—went to transport projects. Meanwhile, transport accounted for 6% or $1.3 billion of the 

completed projects in 2009–2011.
8

 Transport was also the largest individual sector accounting for new 

project loans of $ 1.3 billion approved over the CPS period—nearly double the amount approved for 

the second largest sector, energy ($0.7 billion).
9

 Except for the mass rail transit and metro schemes in 

Ha Noi and Ho Chi Minh City, all these new transport loans were for road projects.  

 

10. In 2009–2015, ADB approved some $2.3 billion in loans for transport (Table 1). Broadly, 

approvals can be grouped into the following sub-sectors: (i) expressways and highways, (ii) provincial 

and district roads, and (iii) urban transit. Of the transport project loan approvals in 2009–2015, a little 

over 45% ($1.1 billion) went to expressways and highways, 44% ($1.0 billion) to urban transit, and 

nearly 11% ($246.4 million) to provincial and district roads.  

 

11. Of the transport project loan approvals in the CPS, 2012–2015, 57% (equivalent to $703 

million) went to expressways and highways and 43% (equivalent to $624 million) to urban transit. No 

new loans were approved for provincial and district roads during this CPS period.  

 

                                                           
6
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Table 1. Transport Project Loan Approvals, 2009–2015 

Loan Number/ Project 

Title Funding Source 

Amount 

($ million) Approval Date Status 

2682/83: Sustainable 

Rural Infrastructure 

Development Project 

Northern Mountain 

Province  

ADF 102.8 October 2010 Active 

2703: Second 

Northern GMS 

Transport Network 

Improvement Project 

(LAO and VIE)   

ADF 69.5 November 2010 Active 

2730: MFF GMS Ben 

Luc-Long Thanh 

Expressway Project – 

Tranche 1 

OCR 350.0 December 2010 Active 

2731: MFF HCMC 

Urban MRT Line 2 

Investment Program –  

Tranche 1 

OCR 40.0 December 2010 Active 

2741: Ha Noi MRS 

System Project (Line 3 

Nhon–Ha Noi Station 

Section) 

OCR 293.0 March 2011 Active 

2789: Transport 

Connections in 

Northern 

Mountainous 

Provinces Project 

ADF 74.1 September 2011 Active 

2826: Comprehensive 

Socio-Economic Urban 

Development Project 

in Viet Tri, Hung Yen 

and Dong Dan 

ADF 65.4 December 2011 Active 

2956: MFF HCMC 

Urban MRT Line 2 

Investment Program –  

Tranche 2 

OCR 500.0 November 2012 Active 

2969: GMS Corridor 

Towns Development 

Project   

ADF 121.9 (plus 1.0 

grant from  UEIF) 

December 2012 Active 

2988: GMS Southern 

Coastal Corridor 

Project—Additional 

Financing  

ADF 23.69 (plus 12.43 

grant from DFAT)  

February 2013 Active 

3013: Central Mekong 

Delta Region 

Connectivity Project  

OCR 410.0 plus (134.0 

grant from DFAT)  

August 2013 Active 

3113: Sustainable 

Urban Transport for 

HCMC MRT Line 2  

ADF 9.5 February 2014 Active 

8279: Sustainable 

Urban Transport for 

HCMC MRT Line 2 

Clean Technology 

Fund 

48.9 February 2014 Active 

3207: GMS Kunming 

Hai Phong Transport 

Corridor NBLC 

OCR 117.0 December 2014 Active 



 

 

 

 

4 Linked Document 3 
 

 

 

Loan Number/ Project 

Title Funding Source 

Amount 

($ million) Approval Date Status 

Highway Project—

Additional Financing  

3208/09: GMS 

Kunming Hai Phong 

Transport Corridor 

NBLC Highway Project 

—Additional 

Financing 

ADF 30.0 December 2014 Active 

3235: Strengthening 

Sustainable Urban 

Transport for Ha Noi 

Metro Line 3 

ADF 4.1 December 2014 Active 

8291: Strengthening 

Sustainable Urban 

Transport for Ha Noi 

Metro Line 3 

Clean Technology 

Fund 

48.9 December 2014 Active 

3248: HCMC Third 

Ring Road Technical 

Assistance Project  

ADF 12.6 February Active 

ADF = Asian Development Fund; DFAT = Department of Foreign Affairs and Trade, Government of Australia; GMS = Greater 

Mekong Subregion; HCMC = Ho Chi Minh City; LAO = Lao People’s Democratic Republic; MFF = multitranche financing facility; 

MRT = mass rapid transit; OCR = ordinary capital resources; UEIF = Urban Environment Infrastructure Fund; VIE = Viet Nam. 

Sources: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012–2015. Manila; Independent Evaluation 

Department database. 

 

12. Technical assistance (TA) approvals in the transport sector over 2009–2015 totalled $32 million. 

Of this amount, more than 80% ($26 million) was allocated to the Central Mekong Delta Connectivity 

Technical Assistance Project. Over the CPS, 2012–2015, only one TA in transport was approved for the 

Ho Chi Minh City Third Ring Road TA Loan (Table 2).
10

 Meanwhile, there were nine project loans 

approved prior to 2009 that were active during 2009–2015 (Table 3). 

 

Table 2. Technical Assistance Transport Approvals, 2009–2015 

TA Number/ Project 

Title 

Technical Assistance 

Type Funding Source 

Amount 

($ million) Approval Date 

7779: Support for 

the National Target 

Program on Climate 

Change with a Focus 

on Energy and 

Transport  

PATA Nordic Development 

Fund 

2.5 January 2011 

7892: Sustainable 

Urban Transport for 

HCMC MRT Line 2 

Project  

PPTA Clean Technology 

Fund 

1.0 October 2011 

7894: Strengthening 

Sustainable Urban 

Transport for Ha Noi 

Metro Line 3 Project 

PPTA Clean Technology 

Fund 

1.0 October 2011 

7822: Central 

Mekong Delta 

Connectivity 

Technical Assistance 

Project  

CDTA Australian Technical 

Assistance 

26.0 May 2011 

8588: Ha Noi Metro PPTA Technical Assistance 1.5 December 2011 
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TA Number/ Project 

Title 

Technical Assistance 

Type Funding Source 

Amount 

($ million) Approval Date 

Rail Extension Line 3 

Ha Noi Railway 

Station – Hoang Mai 

Station 

Special Fund 

3248: HCMC Third 

Ring Road TA Loan  

PPTA NA 12.6 May 2015 

7611: Strengthening 

Institutional and 

Financial 

Arrangements, 

Operation and 

Maintenance, and 

Governance in Road 

Transport 

PATA JFPR 1.0 September 2010 

CDTA = capacity development technical assistance, HCMC = Ho Chi Minh City, JFPR = Japan Fund for Poverty Reduction, MRT = 

mass rapid transit, NA = not available, PATA = policy and advisory technical assistance, PPTA = project preparatory technical 

assistance. 

Sources: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012–2015. Manila; Independent Evaluation 

Department database. 

 

Table 3. Transport Project Loans Approved Prior to 2009 but Active in 2009–2015 

Loan Number/ 

Project Title Funding Source 

Amount 

($ million) Approval date Status 

2195: Central 

Region Transport 

Networks 

Improvement 

Sector Project 

ADF 94.5 November 2005 Closed June 2013 

2302: GMS 

Kunming Hai Phong 

Transport Corridor 

Yen Vien Lao Cai 

Railway Upgrading 

ADF 60.0 December 2006 Active 

2372: GMS 

Southern Coastal 

Corridor Project  

ADF 75.0 November 2007 Active 

2374: HCMC Long 

Thanh Dau Giay 

Expressway 

Technical Assistance 

Project 

ADF 10.0 November 2007 Closed January 

2012 

2357: Integrated 

Rural Development 

Sector in the 

Central Provinces  

AFD 90.0 October 2007 Active 

2391: GMS 

Kunming–Hai 

Phong Transport 

Corridor Noi Bai Lao 

Cai Highway Project  

OCR 896.0 December 2007 Active 

2392: GMS 

Kunming–Hai 

Phong Transport 

Corridor Noi Bai Lao 

Cai Highway Project 

ADF 200.0 December 2007 Active 

2451: HCMC Long 

Thanh Dau Giay 

OCR 410.2 September 2008 Active 
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Loan Number/ 

Project Title Funding Source 

Amount 

($ million) Approval date Status 

Expressway Project 

2460: GMS Ha Noi 

Lang So, GMS Ha 

Long Mong Cai and 

Ben Luc-Long 

Expressway 

Technical Assistance 

Project  

ADF 26.0 September 2008 Active 

ADF = Asian Development Fund, AFD = Agence Française de Développement, GMS = Greater Mekong Subregion, HCMC = Ho 

Chi Minh City, OCR = ordinary capital resources.  

Source: Independent Evaluation Department database.   

 

13. ADB has secured substantial cofinancing for transport projects. European development 

agencies have demonstrated interest in cofinancing urban transit developments in Ho Chi Minh City 

and Ha Noi. Over 2009–2015, Germany’s KfW provided $315 million; the European Investment Bank 

$195 million; and the French Government’s Direction Générale du Trésor $325 million and Agence 

Française de Développement $143 million for urban transit projects. Such substantial financial leverage 

shows ADB’s strong collaboration with European development partners. 

 

14. Meanwhile, the Government of Australian provided $134 million and the Export–Import Bank 

of Korea $260 million for bridges over the Mekong and the ring road extension around Ho Chi Minh 

City under the Central Mekong Delta Region Connectivity Project. The Government of Australia also 

cofinanced the GMS Southern Coastal Corridor Project. 

 

15. The OPEC Fund for International Development also provided financing to the Second Northern 

GMS Transport Network Improvement project. The Nordic Fund and the Government of Sweden 

cofinanced the Transport Connections in the Northern Mountainous Provinces project and the GMS 

Corridor Towns Development project. 

 

D. Evaluation of ADB’s Performance 

 

1. Relevance   

 

16. The CPS 2012–2015 final review assessed ADB’s transport sector program as highly relevant.
11

 

Transport improvements can contribute to economic growth by reducing transactions costs and 

opening up new markets. In Viet Nam, ADB’s efforts to prevent congestion and develop transport 

systems are relevant to the country’s goal of continued rapid growth. Between 1999 and 2009, growth 

was around 5.8% annually. It is projected to more than triple between 2008 and 2030.
12

 

 

17. Eleven transport projects worth $1.8 billion were planned for CPS 2012–2015, according to the 

CPS final review (CPSFR). Of the proposed but undelivered projects, four were postponed until CPS, 

2016–2020. Only one project, the Improvement of Road Safety Climate Resilience on National 

Highways Project, was dropped. Ten projects worth $1.3 billion commenced implementation over the 

period (Table 4). 

 

18. Compared to other sectors, the transport portfolio had the largest proportion of delivered and 

planned projects in the CPS 2012–2015, with more than 65% by value of the planned transport 

projects delivered. However, the transport program appeared over-ambitious and delivering the 
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planned 11 projects would not have been possible given the administrative and other complications 

involved with projects in Viet Nam. 

 

Table 4. Proposed and Delivered Transport Lending under CPS, 2012–2015 

Proposed Transport Projects 

Amount 

($ million) Delivered Transport Projects 

Amount 

($ million) 

MFF HCMC Urban MRT Line 2 

Investment Program – 

Tranche 2 

500.0 L2956: MFF HCMC Urban 

MRT Line 2 Investment 

Program Tranche 2 

500.0 

Sustainable Urban Transport 

for HCMC MRT Line 2 

10.0 L3113: Sustainable Urban 

Transport for HCMC MRT 

Line 2 

9.45 

Listed under Water and other 

Urban Infrastructure and 

Services in CPSFR  

 L2969: GMS Corridor Towns 

Development Project   

122.9 

Central Mekong Delta Region 

Connectivity Project 

410.0 L3013: Central Mekong Delta 

Region Connectivity Project 

410.0 

HCMC Third Ring Road 

Technical Assistance 

12.6 L3248: HCMC Third Ring 

Road Technical Assistance 

12.6  

Strengthening Sustainable 

Urban Transport for Ha Noi 

Metro Line 3 

10.0 L3235: Strengthening 

Sustainable Urban Transport 

for Ha Noi Metro Line 3 

4.1 

Not listed as proposed in 

CPSFR 

 L8291 Strengthening 

Sustainable Urban Transport 

for Ha Noi Metro Line 3 

48.9  

Not listed as proposed in 

CPSFR 

 L8279 Sustainable Urban 

Transport for HCMC MRT 

Line 2  

48.9 

Improvement of Road Safety 

and Climate Resilience on 

National Highways  

50.0 Dropped  

GMS Kunming Hai Phong 

Transport Corridor Noi Bai 

Lao Cai Highway Project – 

Additional Financing 

145.0 L3207/8: GMS Kunming Hai 

Phong Transport Corridor 

NBLC Highway Project – 

Additional Financing 

147.0 

GMS Ben Luc –Long Thanh 

Can Tho Expressway  

286.0 Postponed   

Not listed as proposed in 

CPSFR 

 L2988: GMS Southern 

Coastal Corridor Project – 

Additional Financing
13

 

23.7 

GMS Second Southern 

Coastal Corridor Project  

181.0 Postponed   

Provincial Roads 

Improvement in the Red River 

Delta  

71.0 Postponed  

GMS Trung Long–My Thuan – 

Can Tho Expressway 

133.0 Postponed  

CPS = country partnership strategy, CPSFR = Country Partnership Strategy Final Review, GMS = Greater Mekong Subregion, 

HCMC = Ho Chi Minh City, MFF = multitranche financing facility, MRT = metro rail transit. 

Sources: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012–2015. Manila. Data gathered by IED’s 

evaluation team during evaluation mission. 

 

19. Despite the allocations, the transport portfolio does not appear to adequately address the three 

thrusts of the transport program under the CPS, 2012–2015: social equity, environmental sustainability, 

and subregional connectivity. Highway and urban transit investments can contribute to higher 
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efficiency and sub-regional connectivity. Urban transit improvements can also help address 

environmental concerns. With no new loan approvals for provincial and district roads in 2012–2015, 

there was scant new funding for the social equity thrust, which is more directly influenced by enhanced 

provincial and district roads. 

 

20. Prior to the CPS, 2012–2015, several road projects focused on improving provincial roads. 

These included the Transport Connections in Northern Mountainous Provinces Project approved in 

2011, Sustainable Rural Infrastructure Development Project in Northern Mountainous Provinces 

approved in 2010, Central Region Transport Networks Improvement Project approved in 2005, Central 

Region Transport Networks Improvement Project approved in 2005, and Provincial Roads Improvement 

Sector Project approved in 2001. Once the outputs of these projects become fully operational, they are 

expected to contribute to poverty reduction. 

 

21. ADB did not provide new loans for other modes of transport: rail, ports, or aviation. However, 

the ongoing GMS Kunming Hai Phong Transport Corridor Yen Vien Lao Cai Railway Upgrading Project is 

expected to enhance rail links in Viet Nam. An advisory TA project, Strengthening Operations and 

Business Processes in Viet Nam Railways, was implemented in parallel with the GMS rail project. The TA 

project helped introduce a fully functional pilot financial management information system in selected 

business units of VNR. 

 

22. Overall, ADB allocated a significant portion of its portfolio to transport. Ongoing investments in 

expressways and GMS highways supported improved efficiency and inter-regional connectivity. The 

urban metro rail transit (MRT) and metro line projects addressed a major concern over urban 

congestion and its associated costs. The planned program was very extensive and ambitious given the 

administrative complexities involved in implementing transport projects, as will be discussed in the 

subsequent subsections. Moreover, there is limited focus on inclusion and equity aspects in the new as 

opposed to ongoing projects. For these reasons, this assessment rates the transport program as 

relevant rather than highly relevant as in the CPSFR.  

 

2. Effectiveness 

 

23. The desired outcomes of the transport program were to improve the country’s connectivity at 

the national and sub-regional levels through major expressways and highways, set up climate-friendly 

urban mass transit, enhance GMS railway links, and improve provincial roads. The CPSFR rates the 

transport program effective by assessing the outcomes of completed projects and programs against the 

CPS results framework and the projects’ own targeted outputs.   

 

24. Of the 14 indicators in the CPS results framework, three are for the transport sector: (i) 

communes without access to all-season roads, (ii) share of passengers using public transit in Ho Chi 

Minh City and Ha Noi, and (iii) road accident fatalities per year. The CPSFR acknowledges transport 

indicators are well off-target. Of the three transport indicators, only the indicator relating to the 

number of road accident fatalities has been achieved. The remaining two are not close to achieving the 

corresponding targets (Table 5).  
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Table 5. Transport Sector Targets in CPS Results Framework 

Indicator Baseline (Year) Target (Year) Current Value (Year) 

Communes without access 

to all-season road to 

commune center 

149 (2011) 0 (2015) 65 (2014) 

Share of passengers using 

public transit (%) 

Ha Noi: 11% (2011) 

Ho Chi Minh City: 10.07% 

(2012) 

Ha Noi: 15% (2015) 

Ho Chi Minh City: 15% 

(2015) 

Ha Noi: 12.5% (2013) 

Ho Chi Minh City: 9.9% 

(2014) 

Road accident fatalities 

per year (number) 

10,950 (2011) 

 

9,400 (2015) 

 

8,996 (2014) 

 

CPS = Country Partnership Strategy. 

Source: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012–2015. Manila. 

 

25. The transport indicators used in the CPS results framework are not very helpful in assessing CPS 

effectiveness at the sector level. The link between these national targets and ADB program activity is 

not always evident. ADB’s expressway program was arguably large enough to have had an impact on 

the accident fatality rate, but there would also be many other factors that influence the number of 

accidents. ADB did not divert any significant funding to improve roads at the commune level during 

2012–2015, so progress on this indicator had little bearing on the effectiveness of its program during 

this period. Meanwhile, ADB is implementing projects to substantially expand the public transit services 

in Ha Noi and Ho Chi Minh City. The original scheduled completion date for these projects was 

December 2016 for the MFF Ho Chi Minh City Urban MRT Line 2 Investment Program (Tranche 1), and 

December 2015 for the Ha Noi Metro Rail System Project Line 3: Nhon–Ha Noi Station Section. Hence, 

even if implemented on time, neither could have had any impact on a 2015 target. Both projects are 

now subject to delays. 

 

26. The transport sector assessment summary of the CPSFR identifies more specific targets. These 

are: (i) 700 kilometers of expressway and 12 kilometers of MRT lines constructed by 2015; (ii) 

establishment of the Viet Nam Expressway Administration, and the creation of the Road Fund for 

maintenance, both by 2013; and (iii) a PPP project to commence by 2015. 

 

27. There has been more progress on these specific targets. While ADB did not approve funding for 

any substantial new expressway routes over 2012–2015, ongoing projects
14

 were designed to provide 

approximately 550 kilometers of expressway, which is a major contribution to the planned target. 

Meanwhile, a Road Fund was established in 2012 and became fully operational in 2013, and the Viet 

Nam Expressway Administration was formed in 2014 with technical support from the World Bank. One 

road PPP project, the Ho Chi Minh City–Long Thanh–Dau Giay Expressway Construction Project, is 

supported by the International Finance Corporation but has not yet passed the concept stage.
15

  

 

28. There were 27 transport project loans in 2009–2015. Of these, six were closed over the period. 

Four project completion reports (PCRs) have been completed for loans in transport over 2009–2015: 

two are for project loans and two for TA projects to prepare project designs.
16

 All four were rated 

successful and three of the four were rated successful in each separate criterion.  

 

29. The GMS Kunming–Hai Phong Corridor–Noi Bai Lao Cai Highway TA was rated partly efficient 

by the Southeast Asia Department (SERD) of ADB. This rating is slightly misleading since the PCR does 

not give a separate rating on the efficiency criteria. Moreover, the PCR’s justification for a partly 

                                                           
14

 These are the Multitranche Financing Facility (MFF)–GMS Ben Luc–Long Thanh Expressway Project, Tranche 1; Second Northern 

GMS Transport Network Improvement Project (LAO and VIE), Ho Chi Minh City–Long Thanh–Dau Giay Expressway Construction 

Project; and GMS–Kunming–Hai Phong Transport Corridor–Noi–Bai–Lao Cai Highway Project.  

15
 It does not appear that this project has been implemented as yet, although it has been under discussion for several years. See 

ADB. 2012. Viet Nam Transport Sector Assessment, Strategy and Road Map. Manila. 

16
 The two project loans are the Central Region Transport Networks Improvement Sector Project and Provincial Roads 

Improvement Sector Project. The two TA projects are the GMS Kunming-Hai Phong Corridor–Noi Bai Lao Cai Highway Technical 

Assistance and Ho Chi Minh City–Long Thanh Dau Giay Expressway TA. 
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efficient rating was primarily due to the fact that only two of the five objectives of the project could 

reasonably be achieved, which is more related to the effectiveness criterion than efficiency. Delays of 6 

months in the recruitment of consultants and 12 months to resolve resettlement issues, which were 

due mainly to the provincial governments’ unfamiliarity with ADB standards, were noted in the PCR. A 

project validation report (PVR) in December 2012 argued, however, that despite the delays, detailed 

designs for the project were prepared in a cost-effective manner. The PVR rated the TA as efficient and 

effective.
17

  

 

30. The Ho Chi Minh City–Long Thanh Dau Giay Expressway TA Project was rated successful by all 

criteria in the PCR. However, it was downgraded to less than successful in the PVR based on less than 

efficient and less than likely sustainable ratings. The efficiency rating took account of delays and cost 

increases, and the sustainability rating was based on an assessment of the then financial position of the 

VEC.
18

  

 

31. The two projects with PCRs are the Provincial Roads Improvement Sector Project and Central 

Region Transport Networks Improvement Sector Project. The former sought to improve 1,600 

kilometers of provincial roads in the poorer northern provinces, but only enhanced 1,190 kilometers of 

roads. It was completed in April 2009 after a delay of 35 months. It was rated successful by SERD. 

Meanwhile, the Central Region Transport Networks Improvement Sector Project rehabilitated and 

widened provincial roads in the central provinces. Its scope was changed during implementation to 

focus on a shorter stretch of roads, with only approximately 60% of the planned road distance actually 

improved. SERD rated it as successful—although project implementation was delayed by 18 months.  

 

32. Four TA projects for transport were reviewed in TA completion reports (TCRs) over 2009–2015, 

of which two were rated unsuccessful, one successful, and one highly successful.  

 

33. The Phu My Bridge Approach Roads Project and the Second Ring Road (Completing the Circle) 

Project were rated unsuccessful by SERD. The unwillingness of Ho Chi Minh City People’s Committee to 

adjust their standards of resettlement and compensation to meet ADB’s requirements adversely 

affected the Phu Bridge Approach Roads Project. Similarly, the Ho Chi Minh City People’s Committee 

changed the concept and design of the Second Ring Road (Completing the Circle) Project without prior 

consultation and did not apply the revisions suggested by ADB. The performance of both the Ho Chi 

Minh City People’s Committee and ADB was rated less than satisfactory in these two TA projects. ADB 

was deemed not to have taken adequate steps to monitor the work of the Ho Chi Minh City People’s 

Committee and the progress of the TA.  

 

34. The TA on Strengthening Institutional and Financial Arrangements, Operations and 

Maintenance, and Governance in Road Transport was rated highly successful by SERD. The TA helped 

develop a road map for the MOT, provided advice on financial arrangements, including PPPs, and 

modified road design guidelines and guidance on procurement to meet ADB standards. All outputs 

were deemed to be achieved fully with satisfactory hands-on support to senior officials. Another TA on 

Strengthening Operations and Business Processes in Viet Nam Railways was also rated successful by 

SERD. It was considered to have provided best practice advice to VNR on the planning of the financial 

accounts and management system. 

 

35. Several transport projects were found to have actual and potential problems, and two projects 

had actual problems.
19

 Actual problems with the Multitranche Financing Facility (MFF) GMS Ben Luc–

                                                           
17

 IED. 2012. Validation Report:  GMS Kunming-Hai Phong Transport Corridor–Noi Bai Lao–Cai Highway Technical Assistance. 

Manila: ADB.  

18
 IED. 2014. Validation Report: HCMC–Long Thanh Dau Giay Expressway TA Project. Manila: ADB. 

19
 Available data as of 31 May 2015. The projects with potential problem are the GMS: Kunning–Hai Phong Transport Corridor 

Yen Vien–Lao Cai Railway Upgrading, Ho Chi Minh City–Long Thanh–Dau Giay Expressway Construction Project, GMS Southern 

Coastal Corridor Project–Additional Financing (SF). The projects with actual problems are the MFF–GMS Ben Luc–Long Thanh 

Expressway Project Tranche 1, and HCMC Urban MRT Line 2 Investment Program. 
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Long Thanh Expressway Project (Tranche 1) are evident in low disbursement due to lack of counterpart 

funds, which delayed payment to contractors and thus the completion of key work. One of the loan 

covenants entailed the MOT providing counterpart funds, but there was a shortfall of $78 million in 

2015. In the future, the MOT will no longer provide direct funding and will require VEC to raise 

financing through tolls or external borrowing. The project will be on track shortly once the payment 

issue is resolved.
20

  

 

36. The Ho Chi Minh City Urban MRT Line 2 Investment Program is at risk of being suspended due 

to very slow disbursement and non-compliance with audit requirements for 2013 and 2014. Due to 

delays and changes in project scope and design, caused in part by environmental considerations, 

capital cost estimates have increased from $1.3 billion to $2.2 billion. ADB and other donors received a 

request for extra funding, with some $0.5 billion requested from ADB. A new economic and financial 

analysis will be required for this additional investment. A review mission has suggested the closing date 

for the loan needs to be put back 3.5 years from the current date of June 2017 to December 2020, 

although this has not yet been accepted by the government.
21

  

 

37. The CPSFR emphasizes project delays—averaging 2 years for the portfolio—as a concern with 

the ADB program. This problem is prevalent among transport projects largely due to the significant 

areas of land needed. Land acquisition and resettlement are highlighted as key problems in Viet Nam. 

Capital cost overruns, in general, for roads have not been significant. Project delays have an impact on 

effectiveness because of the delay for benefits to accrue and are discussed further under efficiency.  

 

38. The evidence available on a range of intended outputs upon project completion gives a mixed 

picture. In some instances, shorter-than-planned stretches of road have been completed and the quality 

of the road surface has not always been satisfactory, particularly in the absence of regular 

maintenance. There has been under-achievement in the targeted length of rehabilitated roads under 

the Provincial Roads Improvement Sector Project and Central Region Transport Networks Improvement 

Sector Project.   

 

39. The Central Region Transport Networks Improvement Sector Project was rated less than 

effective by the PVR on grounds that only some of its outputs were achieved. However, this is a 

questionable rating as the two most basic objectives—improving road surface level and encouraging a 

40% increase in traffic—were met. In the case of objectives relating to targeted reductions in vehicle 

operating cost and higher agricultural activity, these were stated as not met due to lack of data, which 

simply means the outcome was unknown rather than not actually achieved.
22

 Establishing how far 

outcomes have been achieved in terms of reductions in user costs and higher traffic flows requires 

detailed survey data and these will only be collected for projects subject to detailed ex-post evaluations. 

Hence, it is not possible to assess effectiveness in a comprehensive way.   

 

40. The CPSFR rates the transport program effective, although there are concerns over how far 

poor maintenance might restrict access to improved and all-weather roads. Despite the information on 

the two loans noted above, it is unclear how representative they are. Hence, there is not enough 

evidence to revise the judgement of the CPSFR; the rating of effective is validated. 

 

3. Efficiency 

 

41. Delays have been a major issue in transport, with one project having a delay of nearly 3 years 

and several others having delays of 2–3 years. Table 6 presents actual outcomes for capital costs and 

completion delays from PCRs, while Table 7 provides data on expected delays for ongoing projects 

based on the difference between expected and revised closing dates. 

                                                           
20

 ADB. 2015. Back-to-office Report: MFF–GMS Ben Luc–Long Thanh Expressway Project Tranche 1. Manila. 

21
 ADB. 2015. Back-to-Office Report: MFF–Ho Chi Minh City Urban MRT Line 2 Investment Program Tranche 1. Manila. 

22
 IED. 2014. Validation Report: Central Region Transport Network Improvements Sector. Manila: ADB. 
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Table 6. Capital Cost and Project Delays of Completed Transport Projects 

Loan Number/ 

Project Name 

Planned Total 

Capital Cost 

($ million) 

Actual Total 

Capital Cost 

($ million) 

Capital Cost 

Increase 

($ million) 

Expected 

Completion 

Actual 

Completion 

Delay 

Months 

1888: Provincial 

Roads 

Improvement 

Sector  

70.0 73.7 3.7 June 2006 April 2009 35 

2195: Central 

Region Transport 

Networks 

138.0 139.0 1.0 December 

2010 

June 2012 18 

2222: Greater 

Mekong Subregion 

Kunming–Hai 

Phong Corridor –

Noi Bai Lao Cai 

Highway TA 

8.0 7.8 -0.2 September 

2007 

December 2009 27 

2374: Ho Chi Minh 

City–Long Thanh–

Dau Giay 

Expressway 

Technical 

Assistance Project 

11.2 10.8 -0.4 June 2010 January 2012 18 

Source: Project completion reports of relevant projects. 

 

Table 7. Revised Loan Closing Dates of Ongoing Projects 

Loan Number/ 

Project Name Expected Completion Revised Completion Delay (in Months) 

2391/2: GMS Kunming 

Hai Phong Transport 

Corridor Noi Bai Lao Cai 

Highway Project  

December 2012 December 2015 36 

2302: GMS Kunming Hai 

Phong Transport 

Corridor Yen Vien Lao 

Cai Railway Upgrading 

December 2012 December 2015 36 

3207/8/9: GMS Kunming 

Hai Phong Transport 

Corridor Noi Bai Lao Cai 

Highway Project 

Additional Financing  

June 2016 No revision 0 

3013: Central Mekong 

Delta Region 

Connectivity project  

June 20 No revision 0 

8227: GMS Kunming Hai 

Phong Transport 

Corridor  

December 2012 April 2014 16 

2731: MFF Ho Chi Minh 

City Urban MRT Line 2 

Investment Program – 

Tranche 1 

June 2017 December 2020
a
 0 

2956: MFF Ho Chi Minh 

City Urban MRT Line 2 

Investment Program – 

Tranche 2 

June 2018 No revision 0 

2741: Ha Noi MRS 

System Project Line 3 

June 2016 June 2018 24 
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Loan Number/ 

Project Name Expected Completion Revised Completion Delay (in Months) 

Nhon Hai Station Section 

3235: Strengthening 

Sustainable Urban 

Transport for Ha Noi 

Metro Line 3 

June 2019 No revision 0 

8291: Strengthening 

Sustainable Urban 

Transport for Ha Noi 

Metro Line 3 

June 2019 No revision 0 

2451: Ho Chi Minh Ling 

Thanh Dau Giay 

Expressway Construction 

Project 

December 2014 December 2016 24 

2460: GMS Ha Noi  Lang 

Son, GMS Ha Long Mong 

Cai and Ben Luc-Long 

Expressway Technical 

Assistance Project 

December 2013 December 2016 36 

2730: MFF GMS Ben Luc-

Long Thanh Expressway 

Project – Tranche 1 

December 2017 June 2019 18 

2703: Second Northern 

GMS Transport Network 

December 2016 No revision 0 

0337: GMS Southern 

Coastal Corridor Project  

June 2019 No revision 0 

2988: GMS Southern 

Coastal Corridor Project 

Additional Financing  

June 2019 No revision 0 

3248: Ho Chi Minh City 

Third Ring Road 

Technical Assistance 

Project 

December 2017 No revision 0 

3113: Sustainable Urban 

Transport for Ho Chi 

Minh MRT Project Line 2  

June 2020 No revision 0 

8279: Sustainable Urban 

Transport for Ho Chi 

Minh MRT Project Line 2 

June 2020 No revision 0 

GMS = Greater Mekong Subregion, MFF = multitranche financing facility, MRT = mass rapid transit. 

a 
Revised completion date is not approved but was suggested in the Back-to-Office Report from March 2015. 

Source: IED database. 

 

42. Project delays have had an impact on the disbursement ratios for the country, which have been 

well below the ADB average. Disbursement in transport has a big impact on the country’s overall 

disbursement ratio given the large allocation to transport projects. The transport disbursement ratio 

was 6.3% in 2009, well below the overall portfolio average of 12.3% in 2009. This, however, improved 

to 17.5% in 2014. The Noi Bai–Lao Cai Highway Project, Ho Chi Minh City–Long Thanh–Dau Giay 

Expressway Construction Project, and Central Mekong Delta Region Connectivity Project accounted for 

the improvement in disbursement of transport projects, according to the CPSFR. However, the Hai 

Phong Transport Corridor Noi Bai–Lao Cai Highway Project was delayed by 3 years and the Ho Chi Minh 

City–Long Thanh–Dau Giay Expressway Construction Project was delayed by 2 years, so the rapid 

disbursement was relative to a revised loan schedule. Furthermore, the two large urban transport 

projects in Ha Noi and Ho Chi Minh City—Ha Noi MRS System Project Line 3: Nhon–Ha Noi Station 
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Section and MFF Ho Chi Minh City Urban MRT Line 2 Investment Program (Tranche 1)—are identified as 

having a particularly slow disbursement.
23

  

 

43. Project delays in Viet Nam are common across sectors, but appear to be particularly acute in 

transport. This issue has been known for a number of years, and the potential for delay is mentioned in 

all transport Reports and Recommendation of the President (RRPs). The fact that this longstanding 

problem has not been resolved reflects poorly on both the government as the borrower and ADB as the 

lender. The CPSFR summarises the conclusions of various ADB portfolio review missions on the causes 

of delays. Amongst the key findings are (i) a lack of harmonized procedures between the government 

and ADB; (ii) limited capacity amongst executing agencies and project management units; (iii) limited 

effectiveness in portfolio performance monitoring; and (iv) limited project management capacity, 

particularly at the provincial level. From the information available to the validation team, there is 

evidence of all of these factors at work, with their relative importance varying between projects. The 

fact that transport projects typically involve acquiring large amounts of land means they are particularly 

complicated to implement due to major land acquisition and resettlement issues. 

 

44. The CPSFR points to the application of performance programming in the CPS, 2012–2015. This 

involves linking pipeline planning with assessments of the project management capacity of sectors, and 

information on the performance of similar past projects. The CPSFR suggests that this approach led to 

the dropping or deferring of potentially problematic projects since 2012, and points to a couple of 

instances in transport where this occurred. This approach appears to be an obvious way forward, and 

there is a question as to why it was not introduced earlier. Nonetheless, in practice, it is not yet clear 

how far this approach would alter a decision on a potentially risky project for which there is strong 

government support.   

 

45. The CPSFR notes that seminars and workshops were carried out to inform staff of 

implementing agencies and project management units of ADB procedures (under the Support to 

Improve Portfolio Performance and Aid Effectiveness TA), as a means to improve project 

implementation. Prior to that, the Enhancing Official Development Assistance Absorptive Capacity TA 

was designed to support the government’s capacity to absorb development assistance. Among the 

expected outputs were simplified procedures, which would be more closely harmonized with donors, 

as well as strengthened capacity in line ministries and provincial administrations. This TA was rated 

successful by SERD, but clearly further support was needed, as evidenced by the implementation of the 

Support to Improve Portfolio Performance and Aid Effectiveness TA. Financial planning and 

management in the resident mission was judged to have been improved by the Strengthening 

Operations and Business Processes in Viet Nam Railways TA. 

 

46. The CPSFR rates the efficiency of both completed and on-going projects as less than efficient 

(Table 6). This sector assessment recalculates the economic internal rates of return (EIRRs) of selected 

projects to provide quantitative evidence of efficiency. Of the four PCRs, two were for TA loans, so no 

EIRR was calculated. However, for the two project loans, the recalculated EIRRs were still relatively high 

at 26% for the Provincial Roads Improvement Sector Project (compared to 41% at appraisal) and 27% 

for the Central Region Transport Networks Improvement Sector Project (compared to 22% at appraisal). 

This means that despite delays of 35 months for the Provincial Roads Improvement Sector Project, and 

18 months for the Central Region Transport Networks Improvement Sector Project, returns on these 

projects were still high and appeared strongly efficient relative to the cut-off rate of return of 12%. 

 

47. At appraisal, high rates of return are found across most of the transport sector portfolio, as 

shown in the RRPs. Table 8 summarizes the EIRR results for transport projects from their RRPs. All but 

one of these projects is a road project. The methodology used for calculating EIRRs is always a version 

of the Highway Development Model, which specifies benefits as vehicle operating cost savings. In 

                                                           
23

 The MFF Ho Chi Minh City Urban MRT Line 2 Investment Program (Tranche 1) does not yet have a revised closing date but given 

the slow progress in awarding contracts it seems very likely that this will be necessary. 
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addition, time savings and, where relevant, benefits in terms of accident reductions and emissions 

reductions are added. This type of calculation is critically dependent on what is assumed about traffic 

growth. Estimates of future traffic flow have been generally high enough to create high EIRRs at 

appraisal. 

 

Table 8. Appraisal Estimates of the EIRRs of Selected Transport Projects    

Loan Number/ 

Project Name 

Approved Amount/ 

Date of Approval 

Economic 

Internal Rates 

of Return Comments 

2956: MFF Ho Chi 

Minh City Urban 

Mass Rapid 

Transit Line 2 

Investment 

Program – 

Tranche 2 

$500 million/ 

February 2013 

12.4% The key issue is the treatment of user benefits 

based on vehicle operating cost savings. 

Returns are highly sensitive to assumptions, 

particularly traffic flow. Passenger flow is 

presumed to grow approximately 6% annually 

over 20 years. Switching value is a 5% change 

in benefits, which is low and makes the 

project vulnerable.
a
 A relatively high value for 

the oil price in 2007 prices is used for fuel 

savings. 

2741: Ha Noi MRS 

System Project 

(Line 3: Nhon–Ha 

Noi Station 

Section) 

$293 million/ 

March 2011 

12.7% The main benefit is passenger time savings. 

The switching value of these is 14%. The 

switching value of total benefits, which 

includes accident and pollution benefits, is 

9%. A one-year delay in the construction 

period is found to make the EIRR equal to 

12%.  

2730: GMS Ben 

Luc-Long Thanh 

Expressway  

$350 million/ 

December 2010 

25.5% The benefits are vehicle operating cost savings 

and generated traffic. Traffic flow is expected 

to grow at around 6% annually. With the 

basic assumptions, the results are not sensitive 

to key changes. It would take a 70% fall in 

benefits to make the project marginal. The key 

issue in estimating benefits is how realistic 

traffic projections are. 

3013: Central 

Mekong Delta 

Region 

Connectivity  

$410 million/ August 

2013 

17.0% This project is for two bridges and 26 

kilometers of arterial road around Ho Chi 

Minh City. The only benefits included are 

normal traffic and/or diverted traffic, plus 

savings in ferry investment. No generated 

traffic or accident reduction benefits are used 

in the EIRR estimation. High normal traffic 

growth of around 6% annually is projected. 

The inclusion of capital investment savings in 

ferries does not seem appropriate, unless 

there is evidence that ferries could reasonably 

be expanded to cope adequately with the 

forecast traffic.  

2195: Central 

Region Transport 

Networks 

Improvement  

$94.5 million/ 

November 2005 

(closed in June 2013) 

Different EIRRs 

for different 

road segments: 

overall EIRR was 

22% at 

appraisal and 

27% at 

completion. 

EIRR for one 

road segment 

was 8%. 

Forecast traffic growth is the key factor for 

EIRR estimates; growth rates of 7% to 8% by 

vehicle type are used. The project was not 

implemented as planned, with a smaller 

number of roads improved. A sub-sample of 

roads, accounting for about one third of 

actual investments, was examined in the PCR. 

Lower traffic growth forecasts were said to be 

used, but the figures appear similar to those 

in the RRP. The overall EIRR in the project 

completion report is higher than at appraisal 
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Loan Number/ 

Project Name 

Approved Amount/ 

Date of Approval 

Economic 

Internal Rates 

of Return Comments 

due to relative price shifts, particularly for 

fuel. 

2988: GMS 

Southern Coastal 

Corridor Project 

Additional 

Financing  

$25 million/ 

February 2013 

15.7% The original project required more funding 

due to delays and cost escalation. The revised 

EIRR is slightly lower due to higher real capital 

costs and lower traffic flow. 

2969: GMS 

Corridor Towns 

Development 

Project  

$130 million/ 

December 2012 

12%–30% for 

subprojects 

The project covers urban infrastructure 

development including roads, water, and 

sanitation investments for selected corridor 

towns, which are to be developed as 

economic hubs. 

2826: 

Comprehensive 

Socio-Economic 

Urban 

Development 

Project  

$70 million/ 

December 2011 

11% –18% for 

subprojects 

The project supports urban infrastructure 

development including roads, water, and 

sanitation investments for selected secondary 

cities. 

2789: Transport 

Connections in 

Northern 

Mountainous 

Provinces projects  

$80 million/ 

September 2011 

16%–41% The project covers the rehabilitation of roads 

on mountainous inaccessible areas. The EIRR 

estimate appears robust to 20% changes in 

benefits and costs.  

2731: MFF HCM 

City Urban MTR 

Line 2 Investment 

Program – 

Tranche 1  

$40 million/ 

December 2010 

12.4% (as for 

L2956: MFF Ho 

Chi Minh City 

Urban Mass 

Rapid Transit 

Line 2 

Investment 

Program –  

Tranche 2) 

This is part of a larger project L2956: MFF: Ho 

Chi Minh City Urban Mass Rapid Transit Line 2 

Investment Program – Tranche 2 

2703: Second 

Northern GMS 

Transport 

Network 

Improvement 

Project 

$75 million/ 

November 2010 

14% Lao and Viet Nam components of North 

Eastern Economic Corridor were examined. A 

relatively low EIRR is due on the assumed 

traffic flow.  

2682/3: 

Sustainable Rural 

Infrastructure 

Development 

Project in 

Northern 

Mountain 

Provinces  

$82 million/ 

October 2010 

13% for 

irrigation and 

13.4% for rural 

roads 

The project covers rural infrastructure 

investment in mountainous areas. 

Representative sub-projects were examined 

and their results were aggregated.  

2460: GMS Ha Noi  

Lang Son, GMS Ha 

Long Mong Cai 

and Ben Luc-Long 

Expressway 

Technical 

Assistance Project  

$26 million/ 

October 2008 

No EIRR 

calculated  

Technical assistance project aimed at 

supporting expressway development. Its scope 

was changed with the omission of one 

expressway in August 2013.  

2451: HMC Long 

Thanh Dau 

Giay Expressway 

$410 million/ 

September 2008 

15.5% Vehicle operating cost savings are the key 

form of benefit in EIRR estimation. No 

generated traffic is assumed. The switching 
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Loan Number/ 

Project Name 

Approved Amount/ 

Date of Approval 

Economic 

Internal Rates 

of Return Comments 

Construction 

project  

value of benefits is 32%.  

2391/2: GMS 

Kunming Hai 

Phong Transport 

Corridor Noi Bai 

Lao Cai Highway 

Projects 

$896 million/ 

December 2007 

18.2% Vehicle operating cost savings are the key 

form of benefit. Modest amounts of 

generated traffic are assumed. The switching 

value of benefits is 43%.  

2372: GMS 

Southern Coastal 

Corridor Project 

$75 million/ 

November 2007 

16.8% Vehicle operating cost savings are the key 

form of benefit. Modest amounts of 

generated traffic are assumed. The traffic 

growth rates adopted varied from 6% per 

annum to 12% per annum, depending on the 

vehicle type and the year.  The switching value 

of benefits is 36%. A poverty impact ratio was 

estimated at 38%. 

2374: HMC Long 

Thanh Dau 

Giay Expressway 

Technical 

Assistance Project 

$10 million/ 

November 2007 

(closed in January 

2012) 

No EIRR 

calculated for a 

TA; Project was 

rated successful 

by operations. 

Technical support was provided to Viet Nam 

Expressway Corporation and the provincial 

government.  

2357: Integrated 

Rural Sector 

Development 

Loan  

$90 million/ 

October 2007 

12.2%–19.2% 

for 

representative 

sub-projects 

The project covered rural infrastructure and 

technical support. Positive returns to projects 

are critically dependent on maintenance 

expenditure lasting more than 10 years. 

2302: GMS 

Kunming Hai 

Phong Transport 

Corridor Yen Vien 

Lao Cai Railway 

Upgrading  

 

$60 million/ 

December 2006 

15.7% without 

railway upgrade 

in the People’s 

Republic of 

China and 

16.6% with 

upgrade 

The project supported the improvement of the 

rail line linking Viet Nam and the People’s 

Republic of China. Cost savings on normal and 

diverted traffic were the key benefits. The 

switching value of benefits is 34%. 

3207/08/09: GMS 

Kunming Hi 

Phong Transport 

Corridor and Noi 

Bai Lao Highway  

$147 million 

additional/October 

2014 

Original EIRR 

18%, revised to 

37% 

Although cost escalation required additional 

funding, the benefits are found to be higher 

than originally estimated due to a higher 

vehicle operating cost savings and a higher 

value of time (taken as a proportion of the 

national average wage).  

1888: Provincial 

Roads Sector 

Improvement 

project  

$70 million/2006 At appraisal, 

overall EIRR was 

41% (with 

range from 

12% to 149%); 

At completion, 

overall EIRR was 

26% with one 

road having an 

EIRR below 12% 

Vehicle operating cost savings are the 

project’s benefits. The project completion 

report found that traffic flow was 

underestimated at appraisal due to a higher-

than-assumed growth in domestic product. 

Project delays and the cost increase were 

incorporated in the analysis presented in the 

project completion report. 

EIRR = economic internal rate of return, GMS = Greater Mekong Subregion, MFF = multitranche financing facility, PCR = 

project completion report, RRP = Report and Recommendation of the President. 

a
 A switching value is the value of a parameter at which the EIRR becomes 12%. 

Sources: Reports and Recommendation to the President of the projects mentioned. 

 

48. EIRRs at the appraisal stage can be misleading due to several factors. These include (i) capital 

cost overruns; (ii) project delays, which defer the receipt of benefits; (iii) incorrect demand projections; 
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(iv) relative price shifts for key inputs or outputs; and (v) incorrect specification of the without-project 

case. 

 

49. Of the available RRPs, the initial estimates of EIRRs range from 12% to as high as 149% on 

sections of the Provincial Roads Improvement Sector Project, where modest rehabilitation is expected to 

generate a major increase in traffic. Most EIRRs are comfortably above 12%, but the two urban transit 

projects—Ha Noi MRS System Project Line 3: Nhon–Ha Noi Station Section (EIRR of 12.7%), and MFF Ho 

Chi Minh City Urban Mass Rapid Transit Line 2 Investment Program (Tranche 2) (EIRR of 12.4%)—have 

expected EIRRs well below other transport projects. Both are sensitive to the projected benefit flow, 

particularly the urban transit project in Ho Chi Minh City, for which only a 5% change renders the 

project marginal. Similarly, for the Ha Noi metro project, the sensitivity analysis showed a one-year 

delay would reduce the return to 12%. Since the actual delay is now more than one year, this raises 

serious questions about the project’s economic viability. However, it is clear that urban traffic 

congestion is a serious problem in Viet Nam and intuitively one would expect these projects to be 

economically viable. The issue is likely to be the difficulty in reflecting accurately the value of benefits 

like emissions reduction and time savings.  

  

50. For the Central Mekong Delta Region Connectivity Project, a questionable without-project 

assumption was used in the RRP to derive an estimate of benefits. The project involves a road 

improvement combined with constructing bridges across the Mekong River. As a proxy for benefits, it is 

assumed that without the project, there would be major investment in ferry services. This is 

questionable given the high forecast growth of traffic, which would run into serious congestion 

bottlenecks if ferry travel were the only means of moving the traffic across the river.  It seems unlikely 

that even an expanded ferry service could cope with this forecast level of traffic. As part of this 

validation, the EIRR of this project was recalculated using alternative assumptions for the without-

project case (See Table 9).  

 

51. As part of the validation, EIRRs of selected transport projects were reestimated to assess the 

impact of known factors, like cost overruns, delays, and, where available, revised demand projections 

and more realistic without-project scenarios. Due to time restraints, these are not full revaluations and 

do not replace the PCR’s recalculations. However, they do give an indication of the impact of key 

factors, like cost overruns and project delays. Table 9 summarises these results and the assumptions on 

which they are based.  

 

Table 9. Revised Economic Internal Rates of Return of Transport Projects 

Loan Number/ 

Project Name 

Appraisal Estimate (at RRP 

Stage) 

Validation Estimates of 

Revised EIRR/ENPV Assumptions 

3013: Central Mekong 

Delta Region Connectivity  

EIRR = 17%,  

ENPV = D 6,211 million 

EIRR = 13%,  

ENPV = D 1,476 million  

 Assumption that ferry 

capacity can be 

expanded as an 

alternative to the 

project is dropped, so 

there are no benefits 

in terms of the saving 

of the cost of ferry 

expansion.  

 

 Traffic up to 2020 is 

treated as normal 

traffic and beyond 

that all additional 

traffic is treated as 

generated.  

 

 Normal traffic is 
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Loan Number/ 

Project Name 

Appraisal Estimate (at RRP 

Stage) 

Validation Estimates of 

Revised EIRR/ENPV Assumptions 

valued at vehicle 

operating cost savings 

plus time savings, 

while generated 

traffic is valued at half 

of the vehicle 

operating cost plus 

time savings.  

 

 There is no capital 

cost increase and the 

project is completed 

on schedule. 

2391/2: GMS Kunming Hai 

Phong Transport Corridor 

Noi Bai Lao Cai Highway 

projects 

EIRR = 18%,  

ENPV = $442.2 million  

EIRR = 14%,  

ENPV = $149.5 million  

 Construction cost 

increase of $180 

million, minus taxes 

and interest during 

construction is 

converted to 2007 

prices.  

 

 A project delay of two 

years is applied.  

 

 Benefits are otherwise 

unadjusted.  

2302: GMS Kunming Hai 

Phong Transport Corridor 

Yen Vien Lao Cai Railway 

Upgrading  

EIRR = 17%,  

ENPV = $58 million 

EIRR = 10%,  

ENPV = –$45.9 million 

 

 Capital cost increase 

of $150 million is 

converted to 2006 

prices.  

 

 A three year delay in 

receipt of benefits is 

applied.  

 

 Current traffic flow 

data shows passenger 

traffic above that 

forecast at appraisal, 

but freight traffic 

lower than the 

appraisal estimates. 

 

 The original benefits 

in transport cost 

savings are adjusted 

upwards by 10% to 

allow for these 

differences in 

passenger and traffic 

estimates at appraisal 

and the validation 

team’s calculations. 

D = Vietnamese dong, EIRR = economic internal rate of return, ENPV = economic net present value, GMS = Greater Mekong 

Subregion, RRP = Report and Recommendation of the President. 

Sources: IED evaluation team’s calculations. 
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52. The Central Mekong Delta Region Connectivity Project was originally appraised assuming that if 

the bridges across the Mekong were not built, investment in ferry services would have to take place. 

The cost savings of avoiding ferry investments defined non-incremental benefits. No incremental 

benefits would be created since the same traffic flow was assumed to be carried by the ferries. This 

appeared an implausible without-project scenario. In the re-estimation, it was assumed that congestion 

would occur by 2020 without the project. This meant that traffic up to 2020 was treated as normal 

traffic and valued at the vehicle cost savings benefits used in the RRP. The projected traffic flow beyond 

2020 was treated as generated traffic that would not occur without the project. As is standard in this 

type of transport analysis, generated traffic was valued at half vehicle cost savings. Cost savings from 

ferry investment were omitted. In the absence of evidence to the contrary, it was assumed that there 

would be no delays or capital cost increase. The recalculated EIRR was reduced to 13% from 17% at 

appraisal, implying that even with a lower benefit stream, the project was still acceptable. However, the 

expected net present value (ENPV) discounted at 12% falls by more than 75%, with a reduced real 

income of D 4,735 million in present terms, calculated as the difference between the ENPV at appraisal 

and the revised ENPV estimate.  

 

53. The GMS Kunming Hai Phong Transport Corridor Noi Bai Lao Cai Highway Projects were 

assessed to test for the impact of a capital cost increase and a delay. For the capital cost increase, 

interest during construction and taxes were known and deducted. The resulting net figure was deflated 

to base-year prices. Project benefits were delayed by two years, which is approximately the period 

between expected and actual project completion. This ignores any traffic that would have used the 

road due to a limited opening of some stretches before the final completion. The original benefit 

estimates were not adjusted. The revised EIRR was calculated at 14%, compared to 18% at appraisal. 

The net loss in income in present value terms, given by the difference between the two ENPV estimates 

at 12%, is $93.4 million. 

 

54. The EIRR of the rail subsector of the GMS Kunming Hai Phong Transport Corridor Yen Vien Lao 

Cai Railway Upgrading Project was also reappraised. This was subject to a capital cost increase and a 

three-year delay. Both of these adjustments were incorporated with the cost increase deflated to base-

year prices. Two scenarios were analyzed in the RRP; one with improvement on the PRC side and one 

without. As the validation team was informed that the necessary investment had already occurred in 

the PRC, the recalculation applies the flow of benefits estimated assuming that there would be an 

improvement in the rail line on PRC’s side of the border. 

  

55. Based on updated information on current traffic from VNR, freight traffic in 2014 was 40% 

lower than the traffic assumed in the RRP at the start of the project. However, passenger traffic was 

higher than appraisal estimates by 43%. In financial terms, the revenue per passenger is 7% higher 

than revenue per ton of freight. Although these are financial prices and not economic prices, it was 

assumed that their ratio could be used as a proxy for the ratio of economic benefits from the two 

sources. An upward adjustment of 10% to transport cost saving benefits is obtained by combining the 

two starting traffic figures and the assumed relative valuation of passenger and freight traffic with the 

growth rates in the RRP. Infrastructure cost savings and accident benefits were not adjusted. The 

revised EIRR is 10% and the ENPV at 12% is –$45.9 million. Here, the combined effect of capital cost 

increases and delays offset the higher benefits to render the project marginal.  

 

56. These calculations use actual figures for delays and capital costs with one adjustment to 

benefits in the light of revised traffic figures. Of the three projects examined in each case, the revised 

returns are below those at appraisal, but only in the case of the GMS Kunming Hai Phong Transport 

Corridor Yen Vien Lao Cai Railway Upgrading Project, do the adjustments make the project 

economically unviable. Several transport projects have been subject to significant delays, which can 

substantially reduce their net benefits to the economy. This is true even if the actual EIRR is above 12%, 

since EIRRs and ENPVs would be higher without delays. For this reason, this assessment concurs with 

the CPSFR’s rating of less than efficient.  
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4. Sustainability 

 

57. Adequate funding for continued maintenance of projects is an issue in a number of sectors, 

particularly in transport. Sustainability remains a problem in many projects despite the government’s 

assurances that more funding for maintenance will be forthcoming.
24

 The CPSFR argues that the 

position on maintenance for transport has improved, with an increase in budget allocation. 

 

58. In Viet Nam, provincial departments of transport (PDOTs), which have had serious budgetary 

constraints, are responsible for maintaining national highways and provincial and district roads in their 

provinces. In the past, road maintenance was funded through a combination of provincial government 

budgets and central government allocations. A national road maintenance fund was introduced in 

March 2012 based on annual fees for vehicle registrations.
25

 According to the CPSFR, the MOT 

estimates that the fund will reach over $214 million annually. The funds will be allocated to PDOTs in 

proportion to the length of roads to be maintained in their area. The CPSFR states unambiguously that 

the fund’s resources, combined with provincial departments of transport budgets, will ensure 

maintenance funding. The CPSFR rates the transport as likely sustainable. 

 

59. However, the road maintenance fund does not address the needs of expressways and the 

railway subsector. Maintenance of expressways is the responsibility of VEC and any private sector 

partners who enter into agreements with it. As stipulated in loan covenants, expressways are to be 

funded by toll charges. For railway, the government is committed to a pricing structure, which sees 

VNR responsible for a full-cost recovery charge for use of rail track and other related infrastructure, 

under the GMS Kunming Hai Phong Transport Corridor Yen Vien Lao Cai Railway Upgrading Project.
26

 If 

implemented, this commitment should ensure future sustainability. 

 

60. Greater private sector participation in urban transport, expressways and railways can help push 

for an adjustment of charges in response to cost increases. However, there is currently little private 

sector interest, so this mechanism is unlikely to be effective in the short term. Rating the transport 

program’s sustainability, therefore, depends on a judgement on how far the government will adhere to 

commitments in relation to maintenance funding and tariff increases. 

 

61. The MOT confirmed that sufficient funds would be available from the road maintenance fund 

for highway projects and provincial roads.
27

 However, future funding arrangements cannot be 

guaranteed. This assessment concurs with the CPSFR’s rating of likely sustainable, with the caveat that 

this rating is based on an optimistic view of the future evolution of policy in this area. 

 

5. Development Impacts 

 

62. The CPSFR assessed the CPS activities against the three key objectives of the program—inclusive 

growth, enhanced economic efficiency, and environmental sustainability. In addition, where relevant, 

any impacts in terms of gender, regional cooperation and geographical focus within Viet Nam were 

considered. The CPSFR rates the development impacts of the transport sector satisfactory. 

 

                                                           
24

 ADB. 2012. Viet Nam Socialist Republic: Transport Sector Assessment, Strategy and Road Map. Manila. 

25
 Funds raised from motorcycle registration are kept by PDOTs themselves. Charging motorcyclists has been controversial and 

some PDOTs have not enforced this. 

26
 ADB. 2006. Report and Recommendation of the President to the Board of Directors: GMS Kunming Hai Phong Transport 

Corridor Yen Vien Lao Cai Railway Upgrading Project. Manila. 

27
 Expenditure from the road maintenance fund reached $332 million in 2013/14. Of this, $218 million was raised from vehicle 

registration with the remainder coming from the state budget. Maintenance of national highways accounted for 65% of the 

fund, with the remainder used to maintain roads in provinces and urban areas. See Viet Nam News. 2014. Road maintenance 

to cost $332m. 12 April.  http://vietnamnews.vn/economy/253571/road-maintenance-to-cost-332m.html 
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63. Over 2007–2015, ADB approved loans of over $3.5 billion for transport. All of these loans were 

for roads, except the MRT projects in Ha Noi and Ho Chi Minh City.
28

 Since 2009, the majority of loan 

approvals have been for expressways and urban transit projects. Expressways focus principally on 

growth and efficiency objectives through higher traffic flows and the creation of market opportunities. 

Given the time lags involved in these projects, relatively little traffic impact would have been felt over 

2012–2015, but the impact is expected to be significant in the future. In addition, GMS projects in 

expressways and railways are expected to contribute to growth and efficiency by creating links between 

Viet Nam and its neighbouring countries, and supporting higher cross-border trade and regional 

connectivity. 

 

64. The CPS inclusion objective is addressed by the transport program through the improvement 

and rehabilitation of provincial and district roads that provide access to poor communities. The 

Transport Connections in Northern Mountainous Provinces project, Sustainable Rural Infrastructure 

Development Project in Northern Mountain Province, and Integrated Rural Development Sector Project 

in the Central Provinces can contribute to inclusive growth. Assuming the EIRR estimates for these 

projects are accurate, they should provide significant benefits to poor households through lower travel 

costs and increased market links. 

 

65. For instance, the recalculated EIRRs of the Provincial Roads Improvement Sector Project range 

between 8% and 119.7%, for different roads across 19 provinces, according to the PCR. All but one 

road has a return above 12%. About 30% of the benefits accrued to the poor, the PCR states, citing a 

completion report by the MOT. Estimates like this, however, need to be treated with caution. The PCR 

deems the impact of the project as substantial in all 19 provinces and that the poor have benefitted 

from increased economic activity along the roads and from all-weather access to markets and urban 

centres. The poor also benefitted from an ethnic minority development plan that was undertaken in 

parallel with the provincial road projects.
29

 

  

66. The impact of transport projects on poverty is difficult to quantify, and is rarely attempted in 

RRPs. An exception is the GMS Southern Coastal Corridor Project, for which the RRP presents an 

estimated poverty impact ratio. Although the poverty impact ratio has been calculated following the 

correct procedure, the result of 38% is critically dependent on several assumptions, particularly the 

poor’s share in benefits from passenger and freight traffic. The proportions used of 31% and 23%, 

respectively, are based on traffic surveys in the area, but these are subject to considerable uncertainly. 

As a reflection of this, risk analysis is applied to give an expected poverty impact ratio of 42%.    

 

67. In terms of environmental sustainability, two urban projects—MFF Ho Chi Minh City Urban 

Mass Rapid Transit Line 2 Investment Program (Tranche 2), and Ha Noi MRS System Project Line 3: 

Nhon–Ha Noi Station Section—can potentially contribute to this objective. The latter was approved in 

March 2011 and has encountered delays, but a smaller related project (Strengthening Sustainable 

Urban Transport for Ha Noi Metro Line 3) went ahead during the CPS period. A reduction in urban 

congestion and a shift to public transport will have important environmental benefits through reduced 

greenhouse gas emissions. As noted above, both of these projects have been delayed and even without 

the delays, their benefits would be felt in several years. Of the four TA projects in transport approved 

from 2009, none are related directly to environmental protection. 

 

68. Overall, the development impact of ADB’s transport program is more geared toward the 

economic efficiency objective. While ADB’s criteria on environmental and resettlement safeguard issues 

were applied consistently in the lending program, equity and environmental issues, were of secondary 

interest. The urban transit projects once operational should bring considerable environmental benefits 

through emissions reduction, but these are unlikely to be felt within the period up to 2020. Ongoing 

                                                           
28

 The GMS: Kunning-Haiphong Transport Corridor Yen Vien-Lao Cai Railway Upgrading was approved just prior to this period in 

December 2006. 

29
 ADB. 2011. Project Completion Report: Provincial Roads Improvement Sector in Viet Nam. Manila.   
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provincial road rehabilitation projects should create benefits in improved access for poor communities, 

but the national target for communes with access to all-weather roads still needs to be met. The 

expressway program will have had an impact in terms of traffic flows and related benefits. Given the 

scale of the investments, with the caveats noted here in terms of efficiency, this assessment concurs 

with the CPSFR’s rating of satisfactory. 

 

E. Overall Rating 

 

69. The overall rating of the transport program is 1.8, which is successful; although the score is 

lower than in the CPSFR due to a lower rating for the relevance of the sector program (Table 10). 

 

Table 10. Overall Transport Sector Rating 

 Relevance Effectiveness Efficiency Sustainability Impact Overall 

Final Review 3 

(highly 

relevant) 

2  

(effective) 

1  

(less than 

efficient) 

2  

(likely 

sustainable) 

2 (satisfactory) 2.0 

Validation  2  

(relevant) 

2  

(effective) 

1  

(less than 

efficient) 

2  

(likely 

sustainable) 

2 (satisfactory) 1.8 

Sources: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012–2015. Manila; Independent Evaluation 

Department evaluation team’s assessment. 

 

F. Issues and Lessons 

 

70. This assessment identifies the following issues and lessons. 

 

71. Identifying strategic choices for the transport program. The CPS, 2012–2015 identified three 

objectives: (i) enhanced economic efficiency, (ii) inclusive growth, and (iii) environmental sustainability. 

However, the CPS does not make clear the relative importance of these three objectives or whether 

there was any discussion of trade-offs between them. Meanwhile, the transport program focused on 

expressways and roads, railroads and urban transit. Where priorities lie among these three transport 

areas and how far each can contribute to the fundamental goals of inclusive growth, environmentally 

sustainable growth and regional integration has not been clearly discussed in the CPS.  

 

72. Addressing operational challenges. Project delays have been a key problem in transport largely 

due to land acquisition and resettlement, safeguards, and contract bidding processes. The following 

issues are said by government officials to slow project implementation. The MOT deems excessive ADB’s 

requirement for environmental safeguards that road projects should be more than 300 meters from 

local residential areas. Meanwhile, VEC stressed that the requirement to acquire 100% of land before 

starting an expressway project was too onerous and slowed implementation. Similarly, ADB’s 

requirement that public sector firms could not bid for contracts was seen by government officials in 

VNR as a serious complication given the shortage of experienced private contractors with specialist 

expertise in the railway sub-sector.  

 

73. Sustainability of results. Operations and maintenance (O&M) is one of the determining factors 

of the sustainability of ADB’s transport investments. While the government has established a road 

maintenance fund, it remains to be seen how it will implement its commitment to fund expressways 

through toll charges and ensure full-cost recovery in railways under ADB interventions. 
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G. Recommendations 

 

74. Given the identified issues and lessons, this assessment draws the following recommendations: 

 

 A clearer statement of priorities would help focus the lending program in a way that does not 

appear to have occurred in 2012–2015. A key question is to what extent ADB should orient its 

lending towards large expressway projects and to what extent it should aim to diversify, for 

example, by lending more to the underdeveloped railway sector or by expanding lending to 

rural roads. These are important questions of priorities, for both the government and ADB, and 

warrant a further discussion, when drawing up the next CPS. 

 

 ADB has a set of principles and procedures at the project level, which reflect its view of good 

practice as an international financial institution with a developmental mandate. Viet Nam has 

moved to a much greater use of the price mechanism in resource allocation decisions, but a 

tradition of planning and an influential government bureaucracy remains. ADB procedures and 

standards have not always been compatible with those of the government. This appears to be 

improving, but there is still a need to operate pragmatically while being mindful of the local 

context. A move towards greater delegation of project monitoring and control to the resident 

mission, with a commensurate strengthening of staffing levels, will be an important 

contribution to finding local solutions to implementation problems and should help resolve 

some of the past delays. 

 

 ADB has primarily relied on the government’s commitment to allocate funding for the O&M of 

transport infrastructure. However, proper O&M arrangements need to be defined during the 

project design stage. ADB and executing and implementing agencies could explore various 

mechanisms for O&M that involve the private sector, such as the use of performance-based 

contracts. 

 


