
Sustainable Rural Infrastructure Development Project in Northern Mountain Provinces (RRP VIE 41461) 
 

SECTOR ASSESSMENT (SUMMARY): AGRICULTURE AND NATURAL RESOURCES1 
 

Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 
1. Viet Nam has undergone remarkable economic and social transformation since the 
adoption of market-oriented economic reforms since 1992. The country has demonstrated 
improvements in agricultural productivity, agriculture-based exports, and food supply. Since the 
early 1990s, Viet Nam, which was a major rice importing country in the 1980s, has become the 
world’s second largest exporter of rice, coffee, and cashews, and the top exporter of pepper. 
From a medium-term perspective, the performance of the sector has been impressive. Overall 
sector gross domestic product (GDP) value has doubled since 1993, when the Asian 
Development Bank (ADB) recommenced operations, growing at a rate of 4% per year. A 
structural shift has also occurred in the fisheries subsector, which registered the highest annual 
growth in output (11.6%) and value added (8.6%) in 2000–2006.2 The growth in production for 
major commodities has been substantial. From 1993 to 2007, annual paddy production 
increased 55% from 22.8 million tons to 35.5 million tons, tea nearly 400% from 37,700 tons to 
153,000 tons, coffee by more than 700% from 136,000 tons to over 1 million tons, and pepper 
by more than 800% from 9,750 tons to 82,000 tons. In terms of livestock production over the 
same period, the swine population in the country nearly doubled from 14.9 million to 27.4 million, 
as did the cattle population from 3.3 million to 6.8 million. Poultry production (chickens and 
ducks) increased from 133.3 million to 212.8 million. However, because of the strong growth of 
the industrial sector since 1995 agricultural production as a portion of GDP showed a decline 
from 29% to around 20%. 
 
2. Despite its importance to the economy and its recent contributions to growth, agriculture 
in Viet Nam is confronted with several challenges. These include (i) land scarcity due to 
unsustainable practices and the conversion of agricultural lands, particularly paddy lands to 
other uses, (ii) water resources issues arising from competing needs and poor water resources 
infrastructure management, (iii) restricted access to farm inputs and support services, (iv) 
limited access to credit and financing, (v) poor rural infrastructure and limited access to markets, 
(vi) policy and governance issues, (vii) low levels of skills, and (viii) environmental and public 
health issues. 
 
3. The major investment needs and opportunities within the agriculture sector are found in 
rural infrastructure (including water resources) and in farmer support and services (primarily 
rural credit but also technology transfer and research). In terms of infrastructure, only 28,000 
kilometers (km) are paved out of 104,000 km of rural roads, and many such roads are not 
passable during the rainy season. Almost 20% of communes in the North West region and the 
Mekong River Delta do not have vehicular access to the commune centers. In addition, 
one-third of the 3.0 million hectares (ha) of paddy land with irrigation facilities is not being 
irrigated due to infrastructure and water resource constraints. The funding and human resource 
gap to remedy these deficiencies is huge and it will take many years of investment by the 
government and donor agencies and development partners to meet existing needs. Conversely, 
the opportunity to have a direct and positive impact through rural services such as credit 
provision and extension is also significant. Under previous ADB projects, about 800,000 

                                                 
1  This summary is based on ADB. 2010. Draft Sector Assessment, Strategy, Road Map: Viet Nam—Agriculture, 

Rural Development and Natural Resources. Manila. Available on request. 
2 General Statistics Office. 2007. Results of the Rural Agriculture and Fishery Census 2006. Ha Noi. 



2 

beneficiary families received production credit packages that made a major contribution to both 
economic growth and poverty reduction. The demand for rural credit has increased since then. 
The main risk associated with investment in physical infrastructure is uncertain operation and 
maintenance (O&M), due mainly to funding constraints. This can be mitigated by using robust 
designs and enhancing the maintenance of local bodies responsible for O&M. In terms of rural 
credit provision, the main risk is the failure of the chosen investment. This can be mitigated by 
limiting credit provision to proven agriculture investments and providing training along with credit 
packages.   
 
4. Viet Nam is largely rural, with the rural population accounting for 73% of the country's 
total population in 2006. Agriculture provided employment to 71% of rural households and was 
the major income source for 67% of them in 2006. In addition, a further 8%–11% of the rural 
population relies on agricultural production through forward and backward linkages within the 
processing, trade, and service sectors. Moreover, Viet Nam's poor are still mainly dependent on 
agriculture as a source of income and opportunities. The high concentration of the poor in 
agriculture suggests that there are few economic options available for them in nonagricultural 
occupations. In Viet Nam, farm employment (both self-employment and wage basis) is high 
among the poor (82.2%) as well as those with little or no education (60%–81%). Moreover, while 
many rural households are diversifying their activities and have experienced improvements in 
well-being in recent years, most wish to retain agricultural production as an “anchor” or safety net 
for family income. In terms of inclusiveness and gender equity, agriculture is the main source of 
employment for women. In 2004, 7 out of 10 women in rural areas worked in agriculture.3 The 
proportion is higher among ethnic minorities at 9 out of 10 women. In view of this situation, any 
significant effort aimed at growth, poverty reduction and inclusiveness will need to focus on the 
agriculture sector, or at least take it into account. 
 
 2. Government’s Sector Strategy 
 
5. The government’s strategy for the agriculture sector is summarized in the 
Comprehensive Poverty Reduction and Growth Strategy, 2005–2010. Priorities under the 
strategy include (i) developing science and technology, (ii) facilitating structural change in the 
rural economy, (iii) building up new institutions that involve the active participation of farmers in 
production, processing, and marketing, (iv) increasing investments in agriculture, particularly in 
rural infrastructure, (v) improving access to financial and credit services in rural areas, 
(vi) developing human resources, (vii) reforming policies on land, business environment, finance, 
investment, and credit to make investment more pro-poor, (viii) implementing administration 
reforms, and (ix) strengthening international cooperation. The Ministry of Agriculture and Rural 
Development has recently finalized its investment plans for 2010–2015, with total investment 
amounting to about D75 trillion (about $4 billion). The stated objective for 2011–2015, is to 
achieve a sector growth rate of 3.3%–3.8%. There are six main goals articulated.4 By 2015 it is 
anticipated that agriculture’s share of GDP will be about 16% (i.e., down significantly from 
around 22% in 2010). Based on past performance within the sector, it is highly likely that the 
government will be successful in achieving these objectives.  
                                                 
3 ADB. Canadian International Development Agency, Department for International Development of the United 

Kingdom, World Bank. 2006. Viet Nam: Country Gender Assessment. Washington, DC. 
4  Goal 1: ensure sustainable growth of the economic sector with high quality through improvements in productivity, 

quality, and competitiveness of products; goal 2: improve living standards and conditions of the population living in 
rural areas, especially the poor: goal 3: develop the infrastructure system to meet the requirements of agricultural 
production and serve people’s living standards in rural areas: goal 4: strengthen competitive capacity and 
international integration of the sector; goal 5: use and protect natural resources and the environment in a 
sustainable and efficient manner; and goal 6: improve management efficiency of the sector, ensuring dynamism 
and effectiveness. 
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6. Despite a growing private sector, most development initiatives in Viet Nam remain the 
purview of the public sector, through activities promoted by the national and provincial 
governments and implemented by provincial, district, and commune authorities. As a highly 
organized and structured country, with its own public service, Viet Nam has managed to achieve 
most of its agricultural development goals since 1992. Of the six completed agriculture sector 
projects funded by ADB, five have been assessed as successful and one as partly successful. 
The main constraint to development activities is funding. Resources available from the 
government and its development partners are simply not sufficient to meet the demands for 
infrastructure rehabilitation within the sector, not to mention to take on new initiatives such as 
food safety or product regulation. In addition, while there is a growing awareness of the need for 
O&M after project completion, adequate funds are simply not available in the provinces and 
districts where these activities must be carried out. A further constraint is the difficulty various 
government agencies experience in learning and applying the varying procedures of different 
development partners. Long accustomed to their own procedures, mid- and lower-level 
government staff have difficulty in applying those of other agencies and this often leads to 
delays in project implementation (which are usually overcome with time).  
 
7. Since most projects in the sector focus on the provision of infrastructure and services to 
rural areas, where the bulk of the poor live, interventions have generally had positive effects on 
poverty reduction, gender equality, and social welfare. Moreover, since most physical works 
entail the upgrading of existing infrastructure, concerns about land acquisition and adverse 
environmental impacts have been few. Governance has generally not been an issue since the 
government has its own well-established procurement procedures and a strong institutional 
structure.  
 
 3. ADB Sector Experience and Assistance Program 
 
8. A rapid sector assessment of the agriculture sector, undertaken as part of a country 
assistance program evaluation in 2009, indicated that ADB’s program in the sector had been 
successful. It was considered relevant, effective, likely sustainable and of high positive impact, 
but less efficient. Lessons include the following: 
 

(i)  Strategically selected and properly designed projects in the agriculture and rural 
development sector have had, and can continue to have, a major positive impact 
on the economy, export earnings, employment, household incomes, nutrition, 
and poverty reduction in the country.  

 
(ii)  Both the government and ADB have the capacity to take on challenging projects 

and ultimately resolve implementation and organizational problems to generate 
positive results.  

 
(iii)  Institutional change is possible within the sector but it is slow and requires time 

and a thorough understanding of the context within which it is taking place. 
Instances in which change or innovation have been rushed have usually not had 
positive results. Furthermore, institutional change should be undertaken in a 
national context. Trying to bring about institutional change through a single 
project is likely to meet with difficulties.  

 
(iv)  Perhaps more than in most ADB developing member countries, ownership of 

project interventions by the government and the executing agencies is critical to 
their success. Without a firm commitment on the part of the government and its 
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executing agency, project processing will be delayed, and project components or 
conditions not fully subscribed to by the government are unlikely to be 
implemented.  

 
9. In line with Strategy 2020, ADB’s vision for the sector includes a focus on infrastructure 
upgrading and rehabilitation as well as the continuing provision of farmer services. To a large 
extent, the focus of future lending will be on the rehabilitation of water resources infrastructure, 
as well as rural transport infrastructure, with a smaller number of projects focusing on research 
and extension.
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Problem Tree for the Agriculture and Natural Resources Sector 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Constrained sector contribution to national economic growth, exports and formal 
employment creation; continuing erosion of natural capital and increasing 

vulnerability to shocks 
National 
Impacts 

Core 
Sector 
Problem 

Deficient 
Sector 
Outputs 

Sector 
Impacts 

Main 
Causes 

Land, water and 
forest resources 
quantity and 
quality 
compromised; 
increased 
exposure to 
external shocks

Lower than 
potential 
contribution to 
downstream food 
processing 
industries 

Lower than 
potential 
contribution 
to national 
exports 

Lower than 
potential 
contribution to 
local and 
national food 
security  

Potential positive 
impact on rural 
incomes, poverty 
reduction and 
employment 
generation not fully 
realized 

“Unfinished modernization” of the agriculture, rural development 
and natural resources sector 

A large proportion of 
the stock of rural 
infrastructure is in a 
deteriorated state 
with only limited 
funds available for 
rehabilitation 

Agricultural 
production 
does not 
achieve full 
potential of 
land, water 
and human 
resources 
available 

Agricultural 
production is 
based to a 
large extent on 
bulk crops with 
relatively low 
profit margins 
 

Weak land use planning 
and natural resources 
management 
 
 

State-owned 
enterprises 
distort market 
processes  

Rural incomes 
constrained by low 
returns to labor input 
due to limited market 
access  
 
 
 

Deteriorating quality of 
basic resources (farm 
land, water, forests, 
and marine)  

Limited 
access by 
famers to 
credit and 
improved 
technologies  

Source: PPTA Final Report. 
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Sector Results Framework (Agriculture and Natural Resources, 2005–2010)a 
 

Country Sector Outcome Country Sector Outputs ADB Sector Operations 

Outcomes with  
ADB 
Contributions 

Indicators 
with Targets 

and 
Baselines 

Outputs with 
ADB 

Contributions

Indicatorsb 
with 

Incremental 
Targets 

(Baselines 
Zero) 

Planned and 
Ongoing ADB 
Interventions 

Main Outputs 
Expected from 

ADB 
Contributions 

Greatly reduced 
poverty among 
the poorest rural 
population and 
among ethnic 
minorities 
 
More rural jobs 
and income 
opportunities 
 
 
 
Number of 
communities 
having access to 
infrastructure and 
markets 
increased 

Poverty rate 
reduction 
from 22% to 
10%–11% 
 
 
 
8 million new 
jobs created 
of which 50% 
are for 
women 
 
Percentage of 
population 
with basic 
access to 
rural 
infrastructure 
and rural 
roads 
reaches 
100% 
 

Irrigation, 
flood control 
and drainage 
infrastructure 
rehabilitated, 
upgraded and 
expanded 
 
Rural road 
network 
rehabilitated, 
upgraded and 
expanded 

Rise in rural 
incomes of 
1.8–2 times 
2010 levels 
 
 
 
 
Not available 

Planned key 
activity areas 

Rural infrastructure 

Pipeline projects 
with estimated 
amounts 

2012: Rural 
Infrastructure in 
the Central 
Highlands 
($50 million) 

2013: Integrated 
Rural 
Development 
Sector Project in 
Central Provinces 
(supplementary 
$60 million) 

2014: Sustainable 
Rural 
Infrastructure in 
the Northern 
Mountain 
Provinces 
(supplementary 
$60 million) 

Ongoing projects 
with approved 
amounts 

Integrated Rural 
Development 
Sector Project in 
Central Provinces 
($90 million) 

Planned key 
activity areas 

30,000 ha of 
irrigation, 
drainage, and 
flood control 
infrastructure 
improved 

1,000 km of 
district and rural 
roads to be 
rehabilitated  

Pipeline 
projects  

25,000 ha of 
irrigation, 
drainage, and 
flood control 
infrastructure 
improved 

800 km of district 
and rural roads 
to be 
rehabilitated 

Ongoing 
projects  

30,000 ha of 
irrigation, flood 
control, and 
drainage 
infrastructure 
improved 

1,000 km of rural 
road improved 

Ha = hectare, km = kilometer. 
a Projections beyond 2010 are not available. 
b Government of Viet Nam, Ministry of Planning and Investment. 2010. The Five-Year Socio-Economic Development Plan 

(Draft), 2011–2015. Ha Noi. 
Source: ADB. 2009. Country Strategy and Program Midterm Review: Viet Nam, 2007–2010. Manila. 
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