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ECONOMIC AND FINANCIAL ANALYSIS 
 
A. Project Objectives 
 
1. The project grant will implement a pilot primary health care model to strengthen district-
level facilities and capacity in health security and family medicine to improve the health status of 
the poor, women, children, and ethnic minorities. Primary health care includes essential 
promotional, preventive, and curative health care. The project grant will strengthen primary care 
across its three outputs. The grant will (i) assist in establishing the needed regulatory framework 
to direct investments under the master plan, and (ii) help define new district- and commune-level 
service delivery packages through 12 district pilots in six provinces. The pilots will (i) set up a 
basic package of health services reimbursable by health insurance; (ii) adopt the family doctor as 
a model of local health care (LHC) service delivery; and (iii) facilitate the delineation and 
strengthening of the preventive health functions of the LHC system, including health security. The 
third output will enhance health human resource quality and management. 
 
B. Beneficiaries 
 
2. The intended outcome of the overall program is to improve the quality of and access to 
LHC services for women and men, particularly in disadvantaged and remote areas, through 
investment in district-level facilities, health systems, and human resources. The pilots under the 
project will focus on six provinces with a combined population of 7.0 million people; however, 12 
districts (with about 15% of the population, or 1.05 million people) will be covered.  
 
3. Inequitable health outcomes are entrenched in Viet Nam, as evidenced by the disparities 
on key regional health indicators. For example, estimates for the infant mortality rates, under-5 
child mortality rates, and under-5 child malnutrition in the Central Highlands (13.8%) and Northern 
Mountains and Midlands (11.8%) regions are approximately double those of the more prosperous 
Red River Delta (4.0%) and Southeast (1.0%) regions.1 Similarly, there is wide variation across 
provinces regarding achievements made in reproductive health, with mountainous provinces in 
the Northwest and Central Highlands regions being far behind the national average.2 National 
health expenditure per capita increased by 50% from 2010 to 2015, from $77 to $111. A great 
deal of the increase was funded out of pocket, with this source of health financing increasing from 
38% of total health expenditures in 2010 to 43% in 2015.3 In 2014, hospitals accounted for 43.1% 
of outpatient visits, private health facilities for 30.7%, and commune health stations (CHSs) for 
just 20.0%.4 Overreliance on hospitals creates inefficiencies, as many health issues can be 
treated more cost effectively at the commune level, reducing costs for the patient and the number 
of days lost through illness. By improving access to and quality of care at the commune level 
through new approaches such as family medicine, the productivity loss costs associated with 
illness will be reduced, particularly in poorer areas where access is an issue. 
 
 

                                                
1  Government of Viet Nam, Ministry of Health (MOH). 2017. Joint Annual Health Review 2016: Towards Healthy Aging 

in Viet Nam. Ha Noi. 
2  Regarding the proportion of pregnant women who received antenatal care four times or more, the proportion of births 

attended by trained health workers, and postnatal care. 
3  World Health Organization (WHO). Global Health Expenditure Database. apps.who.int/nha/database  (accessed 10 

May 2018). 
4  Government of Viet Nam, Ministry of Planning and Investment, General Statistics Office. 2016. Results of the Viet 

Nam Living Standards Survey 2014. Ha Noi. 

 

http://www.adb.org/Documents/RRPs/?id=50285-002-3
http://www.adb.org/Documents/RRPs/?id=50285-002-3
http://apps.who.int/nha/database
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C. Rationale for Investment 
 
4. The project grant involves an investment not exceeding $12 million equivalent from 
Special Funds resources (Asian Development Fund) of the Asian Development Bank (ADB) and 
government counterpart funding of about $1.6 million. The government has recently targeted 
improvement in LHC facilities, such as district hospitals and CHS, through allocations of capital 
investment to upgrade facilities and equipment of the grassroots health network. As a result, the 
proportion of CHSs meeting national standards increased from 60% in 2014 (footnote 1) to 70% 
in 2017.5 However, focused investment is required if the remaining 30% of CHSs nationwide are 
to meet the standards for service quality. Nationwide, 1,192 CHSs require reconstruction and an 
additional 1,239 severely deteriorated CHSs require major renovation.6 Over 5,000 CHSs need 
to be equipped for the provision of essential health services. In addition, inefficiencies in the 
capacity of the LHC workforce are a key constraint to improving the quality of LHC services. The 
lowest-skilled practitioners are at the CHS level and in remote and mountainous regions.7  
 
5. There are a number of economic reasons for investing in LHC to address these gaps.  
Firstly, improving the health status of a population increases overall labor productivity. Secondly, 
reducing the incidence of communicable diseases has a large public good impact and positive 
regional public good externalities. ADB estimated a pandemic could cost Asia and the rest of the 
world $282.7 billion, or around 6.5 percentage points of gross domestic product.8 The direct cost 
of avian influenza on the poultry sector alone has been estimated at 0.1%–0.2% of gross domestic 
product in Viet Nam.9 If the project only contributed to a small reduction in the probability of a 
pandemic outbreak, then significant economy-wide benefits could be attributed to the investment. 
 
D. Cost–Benefit Analysis 
 
6. The quantitative cost–benefit analysis for the project follows the methodologies outlined 
in ADB’s Guidelines for the Economic Analysis of Projects.10 Key assumptions include the 
following: 

(i) Discount rate. The economic opportunity cost of capital was assumed to be 6% based 
on the ADB discount rate for social sector projects (footnote 10).   

(ii) Projection of project benefits and costs. The period of analysis covers 15 years, and 
benefits and costs are converted into constant 2019 United States dollar prices. 

(iii) Standard conversion factor. A factor of 0.95 against non-tradable local costs was 
applied.11 

(iv) Shadow wage rate factor. A factor of 0.7 was applied for unskilled labor.12 
(v) Price numeraire. The world price numeraire was used for both benefits and costs. 

                                                
5  Government of Viet Nam, MOH. Report 1499/BC-BYT (29 December 2017) of the MOH on review of performance 

in 2017 and the key directions, tasks, and solutions in 2018. 
6  Government of Viet Nam, MOH. 2016. Plan for People’s Health Protection, Care and Promotion, 2016–2020. Ha 

Noi. 
7  World Bank. 2016. Quality and Equity in Basic Health Care Services in Vietnam: Findings from the 2015 Vietnam 

District and Commune Health Facility Survey WHO. 2016. Human Resources for Health Country Profiles – Vietnam. 
Manila. 

8  E. Bloom, V. de Wit, and M.J. Carangal-San Jose. 2005. Potential Economic Impact of an Avian Flu Pandemic on 
Asia. Economics and Research Department Policy Brief. No. 42. Manila: ADB. 

9 World Bank. 2005. Avian and Human Pandemic Influenza – Economic and Social Impacts. 
http://www.worldbank.org/content/dam/Worldbank/document/HDN/Health/AHI-SocioImpacts.pdf. 

10  ADB. 2017. Guidelines for the Economic Analysis of Projects. Manila. 
11  ADB.  Viet Nam: Basic Infrastructure for Inclusive Growth in Northeast Provinces Sector Project. 
12 Viet Nam Institute for Economic and Policy Research and Japan International Cooperation Agency. 2017. Labor 

Productivity and Wage Growth in Viet Nam. Paper prepared for the Labor Productivity and Wage Growth in Viet Nam 
workshop. Ha Noi. 13 September. 

http://www.worldbank.org/
https://www.adb.org/projects/49026-001/main


3 
 

(vi) Productivity benefits and cost savings captured in the cost–benefit framework. 
ADB’s Guidelines for the Economic Analysis of Projects note that health projects that 
improve health system efficiency or increase the productivity of the working population are 
suitable for a full project economic analysis. Assumptions underpinning the derivation of 
productivity gains and medical expenditure savings are outlined in Table 2. 

 
E. Economic Costs 
 
7. Base investment costs are in constant 2019 United States dollar prices. Taxes and duties 
account for a small proportion of the project costs. The economic costs consist of (i) all 
investments made under the project, including equipment, training, workshops, fellowships, 
consulting services, and project management support; and (ii) incremental operation and 
maintenance (O&M) costs incurred each year. O&M costs are computed based on investment 
costs, i.e., equipment. Incremental recurrent costs are calculated for the 10 years following the 5-
year implementation period. 
 
F. Economic Benefits 
 
8. The project will generate economic benefits by reducing the incidence of disease, 
impacting labor productivity and reduced health expenditure. Burden of disease is estimated using 
a metric referred to as a disability-adjusted life year (DALY). The DALY is an indicator of the time 
lived with a disability and the time lost because of premature mortality, which is calculated using 
standard expected years of life lost based on model life tables.13 The Institute for Health Metrics 
and Evaluation’s Global Burden of Disease project14 provides estimated DALYs by age group and 
condition, grouped as (i) communicable, maternal, neonatal, and nutritional conditions; (ii) NCDs 
such as hypertension, diabetes, and cancer; and (iii) injuries. The national average burden of 
disease (covering all diseases) for Viet Nam is 25,763 DALYs per 100,000 people. In the absence 
of provincial-level DALY estimates, the national average is applied to each province to provide 
indicative subnational burden of disease estimates for pilot areas. The DALY estimates are 
provided in Table 1 for communicable, maternal, neonatal, and nutritional conditions; NCDs; and 
injuries.  

 
Table 1: Burden of Disease in Pilot Provinces, 2016 

 
 
 
Project 
Province 

 
 

Population 
('000) 

 
 

Total DALYs 
(‘000) 

 
CNPM 
DALYs 
(‘000) 

 
 

NCD 
DALYs 
(‘000) 

 
Injury 
DALYs 
(‘000) 

Income per 
month per 

capita(D ‘000) 

National 92,695 23,881.0 3,300.9 17,431.3 3,148.9 3,049 

Phú Thọ 1,382 356.0 49.2 259.9 46.9 2,367 

Tuyên Quang 767 197.6 27.3 144.2 26.1 1,757 

Đắk Nông 605 156.0 21.6 113.8 20.6 2,327 
Gia Lai 1,417 365.1 50.5 266.5 48.1 1,946 
Quảng Nam 1,488 383.4 53.0 279.8 50.5 2,182 
Sóc Trăng 1,313 338.3 46.8 246.9 44.6 2,536 

CNPM = communicable diseases, nutritional deficiencies, and perinatal and maternal conditions; DALY = disability-
adjusted life year; NCD = noncommunicable disease. 
Source: Institute for Metrics and Evaluation. Global Burden of Disease database. https://vizhub.healthdata.org/gbd-
compare/ (accessed 25 May 2018). 

                                                
13  World Bank. 1993. World Development Report: Investing in Health. Washington. 
14  Institute for Metrics and Evaluation. Global Burden of Disease database. https://vizhub.healthdata.org/gbd-compare/ 

(accessed 25 May 2018). 

 

https://vizhub.healthdata.org/gbd-compare/
https://vizhub.healthdata.org/gbd-compare/
https://vizhub.healthdata.org/gbd-compare/
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9. The human capital approach has been used to quantify economic benefits of ADB health 
projects from reducing burden of disease. WHO’s Commission on Macroeconomics and Health 
evaluated the links between health and poverty.15 Analysis undertaken as part of the commission 
indicated each DALY is valued at 1 year of average per capita income. For the purposes of this 
economic evaluation, each DALY is valued using income per month per capita for 2016,16 
adjusted by a shadow wage rate factor of 0.7, as much of the beneficiary labor is unskilled. 
Average real wage growth in Viet Nam is assumed to be 5% per annum over the projection period. 
 

Table 2: Productivity and Medical Expenditure Benefit Assumptions 

 

Input Value Source and Rationale 

Maximum pilot 
provincial 
population 
coverage 

15% 
Each of the six included provinces will include two target districts each. Based on an 
average of 12 districts per province, provincial population coverage of 15% is 
estimated. 

Scaling up of 
provincial 
coverage and 
realization of 
disease 
reduction 

No 
impact 
until end 
of year 3, 
then 
100% by 
year 6  

The reduction in BOD will be governed by (i) how rapidly CHSs adopt the family health 
model and improved health security measures, (ii) the willingness of the community 
to utilize these services, and (iii) the epidemiological characteristics of the target 
diseases. Previous ADB primary health care improvement projects (such as in Laos) 
assumed it would take 6 years for full effectiveness.a This assumption is used in this 
analysis, along with 3 years to establish operational family health operations. 

Target 
reduction in 
CDC and 
maternal BOD 

1.5% Ending AIDS, tuberculosis, malaria epidemics, and neglected tropical diseases; and 
preventing and combating hepatitis, waterborne diseases, and other communicable 
diseases is SDG Target 3.2. Preparations for ADB’s Second Health Care in the 
Central Highlands Project (CH2) targeted improved primary care and reducing the 
burden of communicable diseases and maternal conditions by 7.5% to help meet 
these targets.b CH2 has a primary care investment of $77 million for a catchment 
population of 1 million, or $77 per person. Given that $14.5 million is being allocated 
for 1 million people in the proposed project (20% of the CH2 per person allocation), 
the CH2 disease reduction target is diluted by 20%. i.e., set at 1.5%. 

Target 
reduction in 
NCDs and 
injury BOD 

0.4% SDG Targets 3.3 involves reducing the death rate for NCDs by 25% by 2030 through 
prevention and treatment measures. Preparations for CH2 targeted improved primary 
care and reducing the burden of NCDs and injury by 2%. The CH2 disease reduction 
target is diluted to 20% for the covered provincial populations. 

Average value 
of productivity 
benefits across 
target 
provinces 

$772 per 
DALY 

Following the World Health Organization’s Commission on Macroeconomics and 
Health,c productivity benefits are valued using DALYs. Each DALY is valued using 
income per month per capita for 2016 from the Viet Nam Statistical Yearbook 
adjusted using a SWRF of 0.7, as much of the beneficiary labor is likely to be 
unskilled. Average real wage growth in Viet Nam is assumed to be 5% per annum 
over the projection period. 

Reduction in 
average annual 
outpatient 
health 
expenditure  

$9 per 
person 
treated in 
target 
districts 

Vietnamese outpatient expenditure per person treated in rural areas was about $41 
in 2012 averaged across government hospitals, private providers and commune 
stations.d Outpatient visit costs for CHSs have been estimated at $2 per visit;e 
therefore, increasing the proportion of services availed in these facilities by 25% 
would lead to service delivery efficiencies. A decreased average outpatient unit cost 
of $9 per person is estimated in project areas to reflect increased CHS usage as a 
result of adopting the family model. 

Annual follow-
on recurrent 
cost for 
medical 
equipment 

5% of 
capital 
costs 

The average recurrent costs relative to capital spending associated with health sector 
investment budgets was found to be 0.073 for five ADB projects and 0.03 for 15 World 
Bank projects.f An average of 0.05, or 5%, is used. 

                                                
15 WHO. 2001. Macroeconomics and Health: Investing in Health for Economic Development—Report of the 

Commission on Macroeconomics and Health. Geneva. 
16 Government of Viet Nam. Ministry of Planning and Investment, General Statistics Office (GSO). 2017. Statistical 

Yearbook of Viet Nam 2016. Ha Noi (Population and Employment chapter). 
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ADB = Asian Development Bank, BOD = burden of disease, CH2 = Second Central Highlands, CHS = commune 
health station, DALY = disability-adjusted life year, NCD = noncommunicable disease, SDG = Sustainable 
Development Goal, SWRF = shadow wage rate factor. 
a  ADB. 2000. Handbook of the Economic Analysis of Heath Sector Projects. Manila. 
b  ADB. Viet Nam: Second Health Care in the Central Highlands Project. The project covers 53 districts in five 

provinces in the Central Highlands region, targeting 140 of 722 communes where 1 million people reside. 
c  World Health Organization. 2001. Macroeconomics and Health: Investing in Health for Economic Development—

Report of the Commission on Macroeconomics and Health. Geneva. 
d  Government of Viet Nam. Ministry of Planning and Investment, General Statistics Office (GSO). 2013. Viet Nam 

Household Living Standards Survey 2012. Ha Noi (Table 4.1). 
e  H.V. Minh et al. 2015. Costing of commune health station visits for provider payment reform in Viet Nam. Global 

Public Health. 10 (Sup 1). pp. s95–s103. 
f  R. Hood, D. Husband, and F. Yu. 2002. Recurrent Expenditure Requirements of Capital Projects: Estimation for 

Budget Purposes. World Bank Policy Research Working Paper. No. 2938. Washington, DC: World Bank.  
g  ADB. Viet Nam: Greater Mekong Subregion: Kunming–Haiphong Transport Corridor—Noi Bai–Lao Cai Highway 

Project. 
Source: ADB estimates. 

 
10. A considerable body of economic literature outlines the cost-effectiveness of individual 
interventions such as child vaccination, HIV prevention and treatment, tuberculosis control, 
maternal care, minor surgery, vector control, and health education.17 There is, however, limited 
evidence to gauge the effectiveness of packages of clustered basic services, along with 
governance, financing reform, and human resource optimization on health system performance.18 
An overview of systematic reviews19 supporting the delivery of cost-effective interventions in 
primary health care systems in low-income and middle-income countries found evidence to be 
sparse. As part of the grant, the family health model is being piloted in CHSs, along with the 
procurement of equipment for district health centers to improve the effectiveness of primary care 
in the 12 target districts.   
 
11. ADB’s Second Health Care in the Central Highlands Project20 is investing in a package of 
primary care infrastructure, equipment, and human resource development, and is expected to 
reduce the burden of communicable diseases and maternal conditions by 7.5% and the burden 
of NCDs/injuries by 2%. Using the estimate of the Second Health Care in the Central Highlands 
project, the proposed project investment estimates only 15% of the project on a per person 
basis in the catchment area. For the purposes of the economic appraisal, it is assumed that 
15% of the reduction in morbidity in the 12 districts (which improves productivity) is included in 
the economic analysis. Hence, the annual labor productivity benefit is estimated to be $2.7 million 
by 2033 with real wage growth. 
 
12. Increasing CHS utilization and reducing hospital demand—particularly for outpatient 
care—is an objective of the family health model. Average outpatient expenditure for people 
treated in rural areas was about $41 in 2012 averaged across government hospitals,21  private 
providers, and CHSs. Outpatient visits for CHSs have been estimated at $2 per visit;22 therefore, 

                                                
17 S. Horton. 2018. Cost-Effectiveness Analysis in Disease Control Priorities, Third Edition. In D.T. Jamison et al, eds. 

Disease Control Priorities: Improving Health and Reducing Poverty. Washington, DC: World Bank. 
18 J. Doherty and R. Govender. 2004. The Cost-Effectiveness of Primary Care Services in Developing Countries: A 

Review of the International Literature, Disease Control Priorities Project, Working Paper No. 37. 
19 S. Lewin et al. 2008. Supporting the delivery of cost-effective interventions in primary health-care systems in low-

income and middle-income countries: an overview of systematic reviews. The Lancet.372 (9642). pp. 928–939. 
20 ADB. Viet Nam: Second Health Care in the Central Highlands Project.  
21 Government of Viet Nam, Ministry of Planning and Investment, GSO. 2013. Viet Nam Household Living Standards 

Survey 2012. Ha Noi (Table 4.1). 
22 H.V. Minh et al. 2015. Costing of commune health station visits for provider payment reform in Viet Nam. Global 

Public Health. 10 (Sup 1). pp. s95–s103. 

 

https://www.adb.org/projects/44265-013/main
https://www.adb.org/projects/33307-023/main
https://www.adb.org/projects/33307-023/main
https://www.adb.org/projects/44265-013/main
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increasing the proportion of services availed in these facilities by 25% would lead to service 
delivery efficiencies. A decreased average unit cost of $9 per person making use of outpatient 
services in project areas is estimated. Given that 1.05 million people reside in the 12 districts and 
about 35%23 of rural residents seek outpatient care each year, savings of $3.5 million is included 
in the analysis in 2024, which increases with population growth.24 
 
G. Economic Internal Rate of Return 
 
13. The project is estimated to lead to an improvement in labor productivity, valued at up to 
$2.7 million per year, and health expenditure savings of up to $3.9 million per year (Table 3). The 
economic internal rate or return (EIRR) from this impact is estimated to be 31.2%, and a net 
present value of $25.0 million is calculated. 
 

Table 3: Cost–Benefit Analysis and Projection of Beneficiaries 
 

 

Target 
Province 

Bene-
ficiaries 

 
 

Gained 
DALYs 

 
Value of 

Improved 
Productivity 

 
Health 

Expenditure 
Saving 

 
 

Gross 
Benefit 

 
 

Invest- 
ment Cost 

 
 

Ongoing 
Cost 

 
 

Net  
Benefit 

Year  (‘000) ('000) ($ million) ($ million) ($ million) ($ million) 
($ 

million) 
($ 

million) 

2019 1,046 0.0 0.0 0.0 0.0 0.6  0.0 (5.2) 

2020 1,058 0.0 0.0 0.0 0.0 2.0  0.0 (4.2) 

2021 1,070 0.0 0.0 0.0 0.0 6.2  0.0 (1.3) 

2022 1,082 0.5 0.4 1.0 1.4 1.6  0.0 0.4 

2023 1,095 1.1 1.0 2.4 3.4 0.8  0.0 2.5 

2024 1,107 1.6 1.6 3.5 5.0 0.3  0.3 4.9 

2025 1,120 1.6 1.6 3.5 5.2 0.0  0.3 5.0 

2026 1,132 1.6 1.8 3.6 5.3 0.0  0.3 5.2 

2027 1,145 1.6 1.9 3.6 5.5 0.0  0.3 5.3 

2028 1,159 1.6 2.0 3.6 5.6 0.0  0.3 5.4 

2029 1,172 1.7 2.1 3.7 5.8 0.0  0.3 5.5 

2030 1,185 1.7 2.2 3.7 6.0 0.0  0.3 5.7 

2031 1,199 1.7 2.4 3.8 6.1 0.0  0.3 5.8 
2032 1,212 1.7 2.5 3.8 6.2 0.0  0.3 5.9 
2033 1,226 1.7 2.7 3.9 6.5 0.0  0.3 6.1 

 Total 
ENPV 

  18.1 22.1 40.2 62.2 11.4 3.0 
47.8 
25.0 

( ) = negative, DALY = disability-adjusted life year, ENPV = economic net present value.  
Note: All values are nominal, except ENPV. 
Source: Asian Development Bank estimates. 

 

14. Sensitivity analysis. The impact on the EIRR of changes to the leve l  of  reduction 
in the disease burden and health expenditure savings is presented in Table 4. The EIRR of 
the project would be (i) 25.8% if only the decrease in communicable diseases, nutritional 
deficiencies, and perinatal and maternal conditions was included; (ii) 28.4% if only other disease 

                                                
23 Government of Viet Nam, Ministry of Planning and Investment, GSO. 2013. Results of the Viet Nam Household Living 

Standards Survey 2012. Ha Noi (Table 4.8).  
24 The World Bank estimated that in the absence of its Health Professionals Education and Training for Health System 

Reforms Project, medical expenditures on outpatient and inpatient care in the health sector in Viet Nam would grow 
at an annual rate of approximately 35%. The increased primary care capacity expected from the Health Professionals 
Education and Training for Health System Reforms Project was assumed to result in a shift of outpatient and inpatient 
visits to lower-level facilities from hospitals, resulting in both inpatient and outpatient care savings. A net annual 
benefit of $372 million was estimated across 15 provinces by 2019. The cost estimations did not include doctors’ 
fees, as these represent transfer payments. 
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reductions were included; and (iii) 21.4% if the baseline health expenditure saving was 
halved. 

Table 4: Sensitivity Analysis 
 Investment Criteria 

Project Impact ENPV BCR EIRR 

Burden of Disease Reduction    

1.5% CNPM, 0.0% other 17.0 2.4 25.8% 

0.0% CNPM, 0.40% other 20.2 2.7 28.4% 

Base 1.50% CNPM, 0.40% other 25.0 3.1 32.1% 

3.0% CNPM, 0.80% other 37.9 4.2 40.6% 
Health Expenditure Savings    

$4.50 per person 13.0 2.1 21.4% 

Base $9.00 per person 25.0 3.1 32.1% 

$18.00 per person 49.1 5.1 49.1% 

BCR = benefit–cost ratio; CNPM = communicable diseases, nutritional deficiencies, and perinatal and maternal 
conditions; EIRR = economic internal rate of return; ENPV = economic net present value. 
Source: Asian Development Bank estimates. 

 
H. Financial Analysis 
 
15. This financial analysis was undertaken in accordance with ADB’s guidelines for the 
financial management and analysis of projects.25 It includes analysis of the fiscal impact of the 
project to determine whether the government can meet counterpart requirements and 
sustainability analysis. Average aggregate annual provincial health expenditure is provided in 
Table 5 across the six provinces. Based on an estimated $1.6 million for counterpart 
requirements over 5 years, the project’s counterpart implications for the targeted provinces will 
be less than 0.2% of provincial spending on health, which is well within expected growth in 
health sector financing. 
 

Table 5: Fiscal Impact Analysis 
Item 2019 2020 2021 2022 2023 

Provincial Health Expenditure      
Provincial health expenditure ($ million)a 176.6 178.6 180.7 182.7 184.8 
Total project cost ($ million) 0.7 2.4 7.4 1.9 0.9 

Counterpart funding ($ million) 0.1 0.3 0.4 0.3 0.3 

ADB grant ($ million) 0.6 2.0 7.0 1.6 0.6 

Share of Local Health Expenditure      

Total project cost (%) 0.4 1.3 4.1 1.0 0.2 
Counterpart funding (%) 0.1 0.2 0.2 0.2 0.1 

ADB grant (%) 0.4 1.1 3.9 0.9 0.1 

ADB = Asian Development Bank.  
a  Local budget in Health Statistics Yearbook, 2015. Spending was indexed by average population growth for the 

projection. 
Source: ADB estimates. 

 

16. Financial sustainability is defined as the government’s ability to operate and maintain 
the investments during project implementation and following completion. It is difficult to obtain 
current data on health financing at the local level in Viet Nam. Data collected in the completion 
report of the Health Care in the South-Central Coast Region Project show that total provincial 
health expenditure increased fourfold from 2005 to 2013. 26 Financial data also indicate a steady 

                                                
25 ADB. 2015. Financial Management Technical Guidance Note: Financial Management Assessment. Manila. 
26 ADB. 2017. Completion Report: Health Care in the South-Central Coast Region Project in Viet Nam. Manila.  
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increase of O&M budget driven by increased revenue from health insurance. 

 

17. O&M costs are usually resourced from a mix of central and provincial budget support and 
health facility revenues. Operating and maintaining medical equipment is estimated to cost $0.3 
million annually after project completion, excluding incremental costs arising from increased use. 
This is calculated on the assumption that the equivalent of 5% of equipment investment costs 
would be needed for O&M each year. Absent health financing data, based on an estimated $0.3 
million annually for O&M after project completion in 2024, the project’s recurrent cost implications 
for the targeted provinces will be about 0.2% of provincial health sector expenditures post-project 
(Table 6). 

 
Table 6: Financial Sustainability Analysis 

Item 2024 2025 2026 2027 2028 2029 2030 

Incremental costs ($ million) 0.3 0.3 0.3 0.3 0.3 0.3 0.3 

Provincial health expenditurea  
($ million) 

186.9 189.1 191.2 193.4 195.6 197.1 200.1 

Incremental costs as share of provincial 
health expenditure (%) 

0.2 0.2 0.2 0.2 0.2 0.2 0.2 

a  Local budget in Health Statistics Yearbook, 2015. Spending indexed by average population growth for the projection. 
Source: Asian Development Bank estimates. 

 

18. While financial sustainability appears adequate, reviews of Viet Nam’s operating 
environment indicate the project runs the risk of counterpart funding shortfalls because of state 
budget constraints, late approvals of lower-level annual financial plans, inaccurate disbursement 
plans by line agencies, unclear government project classification, and shortages of counterpart 
funds in approved budgets (leading to late contractor payments). 

 

19. To mitigate these risks, (i) a covenant in the grant agreement will stipulate government 
assurance that counterpart funds are included in provincial 5-year plans and on an annual basis, 
and (ii) the ADB project team and the executing and implementing agencies will coordinate closely 
on the planning and budgeting processes and ensure funding timely submission of budgets, 
simple classification of the project, allocation of counterpart funds, and approval of annual 
financial plans. 

 


