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Viet Nam was a founding member of ADB in 1966. ADB operations in the country were 
suspended in 1979 and resumed in 1993. Since resumption of operations, the ADB portfolio 
in Viet Nam expanded from an average of $217.3 million per year in 1999–2001 to more 
than $1.3 billion in 2007–2010. This portfolio expansion was fueled by a transition in ADB’s 
activities from projects in agriculture and natural resources, urban services, and public 
sector management to large infrastructure projects, particularly roads and energy. ADB’s 
strategies and programs in Viet Nam have been carefully aligned with the government’s 
development programs, and were particularly supportive of inclusive growth in the country. 
ADB-supported projects built or improved 366 schools in 21 provinces, while 85 district and 
regional hospitals and 87 clinics were constructed or renovated. Irrigation facilities were 
improved on 660,000 hectares, comprising about 15.0% of the total rice land in the country. 
ADB is supporting Viet Nam by pursuing a country partnership strategy that seeks to remove 
key constraints to pro-poor, business-led development. In the coming years, ADB is expected 
to be proactive in promoting public–private partnerships and in improving the efficiency of 
Viet Nam’s economy.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing 
member countries reduce poverty and improve the quality of life of their people. Despite the 
region’s many successes, it remains home to two-thirds of the world’s poor: 1.8 billion people 
who live on less than $2 a day, with 903 million struggling on less than $1.25 a day. ADB is 
committed to reducing poverty through inclusive economic growth, environmentally 
sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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Development Indicators
Viet Nam

Non–Millennium Development Goals

Population (million) (2009) 86.0

Annual population growth rate (%) (2009) 1.1

Adult literacy rate (%) (2008) 92.5

Population in urban areas (%) (2009) 29.6

Millennium Development Goals

Population living on less than $1.25 a day (%) (2006) 21.5

Population living below the national poverty line (%) (2008) 13.5

Under-5 mortality rate per 1,000 live births (2008) 14

Infant mortality rate per 1,000 live births (2008) 12

Maternal mortality ratio per 100,000 live births (2005) 150

Population using improved water sources (%) (2008) 94

Population using improved sanitation facilities (%) (2008) 75

Source: ADB. 2010. Key Indicators for Asia and the Pacific 2010. Manila.
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Viet Nam’s poverty rate dropped 
from more than 58% in 1993 to 
just about 10% by the end of 2010.

1973–2003 2004 2005 2006 2007 2008 2009 2010

Loan and Grant Approvals ($ million)

OCR 212.4a 120.0 360.0 – 923.9 631.2 1,402.9 510.0

ADF 2,634.5 176.4 243.3 328.2 515.0 158.5 523.0 580.0

Total 2,846.9 296.4 603.3 328.2 1,438.9 789.7 1,925.9 1,090.0

Disbursements ($ million)

OCR 138.3 16.6 2.2 12.6 50.2 19.3 677.2 173.7

ADF 1,389.8 182.3 223.7 175.4 182.7 255.5 451.4 239.8

Total 1,528.1 198.9 225.9 188.0 232.9 274.8 1,128.6 413.5

– = nil, ADF = Asian Development Fund, OCR = ordinary capital resources.

a Excludes a nonsovereign investment B-loan in 1996 and guarantees in 2002.

Source: ADB.

Loan and Grant Approvals and Disbursements

Viet Nam and ADB:  
A Developing Relationship

˛

Despite decades at the center of struggles 
between global forces that have changed 
history, Viet Nam has emerged as one of  
the most successful countries in its region.  
The genesis of modern Viet Nam can be traced 
to December 1986, when the Sixth Congress of 
the Communist Party of Viet Nam implemented 
economic reforms known as Ðôi Mó’i (reform 
and renovation), which carefully managed 
the transition from a planned economy to a 
“socialist-oriented market economy.”

In the 25 years since the initial reforms began, 
Viet Nam has made stunning progress, 
transforming itself from an impoverished 
country to one of the fastest-growing 
economies in Asia. Between 1990 and 2009, 
the country’s gross domestic product (GDP) 
averaged 7.3% growth, driven by exports, 
foreign investment, and an expanding  
private sector.  

This long period of economic expansion has 
been targeted in a way that has benefited 
the country’s poor and improved people’s 
lives. As an example, Viet Nam has already 
achieved several Millennium Development 

Goal (MDG) targets, including for reducing 
poverty, underweight children, and infant and 
under-5 mortality; increasing forest cover; 
and improving access to basic sanitation and 
drinking water. Challenges remain, as the 
country is off-track on some health indicators, 
such as HIV prevalence and tuberculosis 
incidence, as well as in reducing carbon dioxide 
emissions. Progress is also slow in improving 
gender parity in tertiary education, based on 
the recent report, Paths to 2015: MDG Priorities 
in Asia and the Pacific. Viet Nam’s poverty rate 
dropped from more than 58% in 1993 to just 
about 10% by the end of 2010.

Like most countries, Viet Nam was affected 
by the recent global economic downturn. 
The Government of Viet Nam responded 
with a strong fiscal and monetary stimulus 
program, but has recently transitioned to a 
more balanced policy to help stabilize financial 
and economic conditions in the country. These 
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Viet Nam was affected by the recent global economic downturn but responded with a strong fiscal and monetary stimulus 
program that helped the country increase its GDP by 6.2% in the first half of 2010. 

measures, along with the global economic 
recovery, have paved the way for solid 
economic growth. GDP increased by 6.2% in 
the first half of 2010, compared with 3.9% in 
the same period a year earlier, according to the 
Asian Development Outlook 2010 Update of 
the Asian Development Bank (ADB). 

While economic growth performance and social 
development have been impressive, additional 
challenges remain. Some disadvantaged 
populations in Viet Nam, including ethnic 
minorities, have not equally benefited from 
the country’s prosperity. On a broader scale, 
deficiencies in physical infrastructure are seen 
as a constraint to future growth. Legal and 
regulatory factors have limited the expansion of 
the private sector, and the skills demanded by 
the growing and industrializing economy have 
not been adequately met. 

The government is cognizant of these 
challenges and has responded with a series 
of forward-looking national development 
strategies that reflects strong country 

ownership of the development agenda 
and a commitment to the international aid 
effectiveness agenda. The Socio-Economic 
Development Strategy 2001–2010 committed 
the country to opening its economy to global 
competition and leveling the playing field 
for all enterprises, regardless of ownership. 
Viet Nam signed a bilateral trade agreement 
with the United States in 2000 and acceded 
to the World Trade Organization in 2007. 
Currently, Viet Nam has completed its Socio-
Economic Development Plan 2006–2010, while 
formulating the Socio-Economic Development 
Strategy 2011–2020 and the Socio-Economic 
Development Plan 2011–2015. These measures 
are designed to usher in Viet Nam’s transition 
to becoming a middle-income country. 

Viet Nam was a founding member of ADB in 
1966. ADB operations in the country were 
suspended in 1979 and resumed in 1993. 
Since resumption of operations, ADB strategy 
was shaped primarily by three documents: the 
Country Operational Strategy Study 1995, the 
Country Strategy and Program (CSP) 2002–
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Viet Nam and ADB: A Developing 
Relationship

energy. The country also expanded from only 
using ADB’s Asian Development Fund (ADF),  
its soft loan facility, to use also of ADB’s  
ordinary capital resources (OCR) from 2004, 
which greatly increased the amount of  
funding available. 

ADB’s strategies and programs in Viet Nam have 
been carefully aligned with the government’s 
development programs, and were particularly 
supportive of inclusive growth in the country. 
According to the 2009 country assistance 
program evaluation (CAPE) for Viet Nam, a 
study conducted by ADB to assess its work in the 
country, ADB-supported projects built or improved 
366 schools in 21 provinces, while 85 district and 
regional hospitals and 87 clinics were constructed 
or renovated. Irrigation facilities were improved on 
660,000 hectares, comprising about 15.0% of the 
total rice land in the country. Similarly, more than 
800,000 borrowers received credit under rural 
finance projects, with some programs focusing 
directly on improving the socioeconomic status 
of disadvantaged groups, ethnic minorities, and 
women. They included projects in areas with high 
concentrations of ethnic minorities and focused 
specifically on improving welfare. ADB is currently 
working on the Country Partnership Strategy 
2011–2015, which is expected to continue strong 
support for inclusive growth and development in 
the country.   

Sector Distribution of Cumulative  
ADB Loans to Viet Nam
(as of 31 December 2010)

   Agriculture and Natural 
Resources 

  Education
  Energy 
  Finance 
  Health and Social Protection 
  Industry and Trade

  Public Sector Management  
  Transport and ICT 
   Water Supply and Other 

Municipal Infrastructure  
and Services

  Multisector 

Source: ADB.

$1,311.7 million 
14%

$460.5 million 
5%

$2.034.0 million 
22%

$502.0 million 
5%

$268.2 million 
3%

$128.5 million 
1%

$946.4 million 
10%

$2,843.9 million 
31%

$579.8 million 
6%

$210.0 million 
2%

ADB-supported projects built 
or improved 366 schools in 
21 provinces, while 85 district and 
regional hospitals and 87 clinics 
were constructed or renovated. 
Irrigation facilities were improved 
on 660,000 hectares, comprising 
about 15.0% of the total rice land  
in the country.

2004, and the CSP 2007–2010. During this 
period, ADB portfolio in Viet Nam expanded 
from an average of $217.3 million per year 
in 1999–2001 to more than $1.3 billion in 
2007–2010. 

This portfolio expansion was fueled by a 
transition in ADB’s activities from projects 
in agriculture and natural resources, urban 
services, and public sector management to large 
infrastructure projects, particularly roads and 
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Achieving Development Goals 
and Poverty Reduction
ADB has a broad-based portfolio in Viet 
Nam, but it has been particularly active in 
three sectors. Between 1999 and 2008, the 
sectors that received the most loans were 
transport and communications (42.1%), 
energy (15.8%), and agriculture and natural 
resources (14.6%) according to the CAPE 
study. Education (5%) and health and social 
protection (3%) comprised a smaller, albeit 

Development Outputs from ADB-Supported Projects in Viet Nam

 Outputs Achieved 
Sector 2004–2010

Education  

Classrooms built or upgraded (number) 3,130

Teachers trained (number) 34,904

Students benefiting (number) 1,694,491

Energy  

Installed energy generation capacity (megawatt equivalent) 1,432

Transmission lines installed or upgraded (kilometer) 1,517

Distribution lines installed or upgraded (kilometer) 4,976

New households connected to electricity (number) 222,799

Greenhouse gas emission reduction (tCO2-equivalent/year) 132,140

Finance  

Microfinance accounts opened/end borrowers reached (number) 206,601

Microfinance loans provided ($ million) 195

SME loan accounts opened/end borrowers reached (number) 170,857

Transport  

National highways; provincial, district, and rural roads built or upgraded (kilometer) 4,443

Beneficiaries from road projects (number) 62,832,577

Water  

Water supply pipes installed or upgraded/length of network (kilometer) 1,601

New households served with water supply (number) 263,685

Households served with new sanitation (number) 14,567

Land improved though irrigation services, drainage, and flood management (hectare) 177,126

SME = small and medium-sized enterprise, tCO2-equivalent/year = tons of carbon dioxide equivalent per year.

Note: Based on project completion reports issued in 2004–2010.

Source: ADB staff estimates.

important, proportion of the portfolio. From 
1999 to 2008, ADB’s public sector operations 
in Viet Nam totaled $4.4 billion, including 
56 public sector loans, 143 technical assistance 
(TA) operations, 22 project grants, and 9 private 
sector loans. In 2007–2008, Viet Nam ranked 
as the fourth largest recipient of ADB assistance 
($2.4 billion), accounting for about 10.4% of 
ADB’s total approved assistance for those years. 
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Achieving Development Goals  
and Poverty Reduction

The ADB-supported East–West Economic Corridor, a $22.69 million highway project completed in March 2007, links the 
Lao PDR border with the coast of Viet Nam. 

Since resuming operations in 1993, cumulative 
assistance from ADB to Viet Nam has included 
103 sovereign loans totaling $9.05 billion, 
1 sovereign guarantee of $325 million, 245 TA 
grant projects amounting to $199.4 million, 
and 26 other grant projects totaling 
$150.1 million.  

Currently, Viet Nam is one of the largest 
recipients of resources from the ADF, with an 
allocation of $736 million for 2011–2012. 
The country is also an important borrower of 
OCR, with an allocation of about $1 billion in 
2011. The demand for OCR is increasing and is 
expected to remain high in the medium term. 

Transport: Putting 
Viet Nam on the 
Road to Prosperity
Efficient road transport, particularly improved 
access, is essential for poverty reduction and 
economic development. In Viet Nam, ADB’s 

initial efforts focused on upgrading the national 
highway system while also improving access 
to the rural population by improving district 
and commune roads. More recently, efforts 
to improve provincial roads have increased. 
These are vital to providing access to markets, 
provincial capitals, the national highway 
network, and the rural population. ADB, since 
1993, has been involved in wider support for 
road development in Viet Nam—including 
institutional strengthening of the Viet Nam 
Road Administration (VRA) into a modern and 
efficient road management agency. ADB has 
supported rail projects in the country and is 
increasing its role in this area. 

ADB’s initial work in the transport sector, in 
coordination with VRA in the mid-1990s, was 
focused on getting projects started quickly 
because of the need for urgent remedial 
measures in the country’s road system. Once 
beyond this initial emergency phase, ADB 
implemented a broad array of road projects 
using its traditional, more methodical approach 
to project preparation and implementation. 

Since resuming operations in 1993, ADB 
assistance to the transport sector in Viet Nam, 
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including assistance provided in coordination 
with the Greater Mekong Subregion program 
of economic cooperation (GMS Program), has 
amounted to loans of $2.4 billion and TA of 
$22.5 million. From 1993 to 2008, the transport 
sector received the largest share (39.0%) of the 
total loan disbursements of $5.9 billion, with 
most going toward investments in roads. ADB 
provided 13 loans amounting to $2.3 billion, 
and 18 TA projects worth $17.3 million to road 
projects during this period. 

This assistance has culminated in the 
improvement of about 1,000 kilometers (km) of 
national roads, 4,000 km of provincial and district 
roads, 2,100 km of rural roads, and hundreds 
of small bridges. These improvements have 
resulted in improved physical accessibility and job 
creation, as well as expansion of local trade and 
investment. A 2009 study, ADB’s Contribution 
to Inclusive Development through Assistance for 
Rural Roads, found that ADB road projects in 
Viet Nam helped ethnic minorities integrate with 
society and increased educational opportunities 
for children by easing their access to schools.

The CAPE study found ADB assistance in 
the transport sector to be partly successful, 
although the report also found ADB’s work in 
the sector to be effective, indicating that ADB 
operations were successful in contributing 
to outputs, such as the number of roads 
built by the country, as well as outcomes, 
including reduced travel times, in support of 
the government’s goals and objectives and 
the plans laid out in ADB country strategies. 
However, the study found that improvements 
are needed in sustainability, particularly in terms 
of funding provincial roads and maintenance. 

Le Van Tuyen, vice director of the Lao Bao 
Cassava Processing Plant in central Viet Nam, has 

seen firsthand the impact of the government’s 
ADB-supported road upgrading efforts. The 
plant he helps oversee was established in 2003 
in Quang Tri Province, not far from the border of 
the Lao People’s Democratic Republic (Lao PDR), 
because the soil in the area is good for growing 
cassava. The plant was also located in that area 
because it was along a highway being developed 
by the ADB-supported East–West Economic 
Corridor Project. The $22.7 million project, which 
was approved in December 1999 and completed 
in March 2007, links the Lao PDR border with  
the coast of Viet Nam. The project is part of  
the regional road system envisioned under  
the GMS Program. 

The factory was established in order to buy 
and process cassava from seven remote ethnic 
minority communes. Before the factory, people 
in the area planted cassava for subsistence. 
When the plant opened in 2003, they were 
processing about 50–60 tons of cassava a day. 
By 2008—after improvement of the road— 
that increased to 150 tons a day.

In 2003, there were 60 workers and a few 
hundred ethnic minority families trading  
with the factory. Today, there are 150 workers 
and the factory buys from more than 
2,000 families, according to Vice Director 
Le Van Tuyen. There has also been a major 
increase in the area under cassava cultivation. 
In 2003, 1,500 hectares were planted 
to cassava. It is now 5,000 hectares.

The factory’s transport costs have also been 
greatly reduced by the improved road. Transport 
from the factory to the port used to take about 
3 hours. That has been cut to 1.5 hours. Trucks 
can also carry 40 tons of cassava on the new 
road, which is double what they could carry 
on the old, unimproved road. He estimates the 
overall operation costs have decreased 30% 
since the opening of the factory, allowing them 
to hire additional employees. 

“This factory has had a major impact on the 
ethnic communities in this area,” said Vice 
Director Le Van Tuyen. “There were very few 
opportunities for this community before the 
road was improved and the factory was built 
here. People’s lives here have improved.”

This assistance has culminated in 
the improvement of about 1,000 
kilometers (km) of national roads, 
4,000 km of provincial and district 
roads, 2,100 km of rural roads, 
and hundreds of small bridges.
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Achieving Development Goals  
and Poverty ReductionEnergy: Powering 

Development and 
Reform
Viet Nam’s ability to continue to expand its 
economy—and improve the lives of its people— 
is directly linked to its ability to access energy. The 
country’s rapidly growing industry and services 
sector have helped drive spikes in energy demand 
in recent years, as have the country’s emerging 
middle class population. The government has 
acknowledged that any shortage of power will 
result in a slowing of the economy and, possibly, 
missing poverty reduction targets.

The government has responded to this 
challenge by creating an institutional and 
regulatory framework that mobilizes investment 
in a financially sustainable manner. The 2004 
Electricity Law provides the legal framework 
for transparent regulation and the creation of 
a competitive wholesale electricity market. The 
government’s power sector restructuring plan 
created a competitive wholesale power market 
and a regulatory body. It has also been active in 
working to set up a viable regulatory framework 
for the sector.

ADB has a long and active history of supporting 
energy projects in Viet Nam.  During the CAPE 
study period, from 1999 to 2008, ADB made 
eight loans with a total value of $1.9 billion to 
the Viet Nam power sector covering distribution, 
transmission, and generation. This included 
private sector loans for two gas-fired plants at 
Phu My, with a total value of $90 million and 
associated guarantees of $60 million. 

During this same period, there were 26 TA 
operations with a total value of $18.8 million. 
Some of ADB’s TA work focused on addressing 
safeguard issues through building capacity for 
environmental assessment and looking at the 
impact of specific projects, as well as addressing 
the mitigation of carbon dioxide emissions and 
the wider effects of climate change.

Throughout this period, and continuing today, 
ADB has maintained a dialogue with the 

government and its agencies, and with other 
development partners, on power sector policy 
and the reform process.

The CAPE study found ADB’s program 
of support to the Viet Nam power sector 
to be highly relevant to the country’s key 
development goal: the reduction of poverty 
through high economic growth. ADB was 
found as having the ability to adapt its  
project activities to the fast-changing energy 
demand situation in Viet Nam and help the 
country remove infrastructure bottlenecks 
in order to achieve pro-poor, business-led 
economic growth. 

The study found the impact of ADB’s assistance 
in the energy sector to be substantial, noting 
that most projects achieved their objectives. 
Areas needing improvement included project 
implementation delays. The report stated that 
although the overall socioeconomic impact 
of the program is difficult to assess precisely, 
electrification rates in the country increased 
dramatically, from 55.0% in 1992 to 93.0% in 
2009. It is estimated that power investments of 
more than $3 billion a year are needed over the 
next decade to fully electrify the country. 

While supporting large infrastructure projects, 
ADB support in the energy sector has also 
focused on the promotion of inclusive 
economic growth and the protection of 
vulnerable populations. For example, in April 
2009, ADB extended a $151 million loan to 
help Viet Nam to expand and improve electricity 
services in poor and remote communities.

The Renewable Energy Development and 
Network Expansion and Rehabilitation for 

ADB has a long and active 
history of supporting energy 
projects in Viet Nam. During 
the CAPE study period, from 
1999 to 2008, ADB made 
eight loans with a total value of 
$1.9 billion to the Viet Nam power 
sector covering distribution, 
transmission, and generation.
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The $40 million ADB-supported Agriculture Science and 
Technology project has supported farmers growing longan 
trees, which produce a succulent fruit popular in dessert dishes.

Remote Communes Sector Project is developing 
5–10 mini hydropower plants to serve 
communes in mountainous areas in the north 
and center of the country. It will also provide 
financial support to the government’s ongoing 
rural electrification program, which is seeking 
to expand power coverage throughout the 
country, particularly in provinces with large 
ethnic minority communities.

The project, approved in March 2009, is 
designed to increase access to reliable and 
affordable electricity supplies in order to 
improve the quality of life in the project areas 
and to increase the time available for families  
to earn a living and educate their children. 

In two of its larger projects in Viet Nam—
helping to finance the construction of the 
Phu My 2.2 and Phu My 3 power plants— 
ADB contributed to reducing the supply/
demand gap in the country. It also helped 
reduce energy losses in the distribution system 
and power outages through the rehabilitation, 
upgrading, and expansion of distribution 
systems in key areas of the country. 

Agriculture and 
Natural Resources: 
Growing Prosperity
The agriculture sector in Viet Nam experienced 
rapid growth during the last decade, averaging 
about 4% annually. From a net importer of rice 
in the late 1980s, the country has become one 
of the largest rice exporters in the world and 
now exports large quantities of commercial 
crops. The government plans to expand the 
commercial opportunities of the agriculture 
sector by improving the quality of the country’s 
produce, diversifying into higher-value products 
and markets, and increasing productivity and 
technology development.

The government faces significant challenges 
in expanding and improving the agriculture 
and natural resources sector. For example, the 

country has 1 million hectares of farmland that 
does not have access to irrigation. Many of 
the existing irrigation systems are in need of 
rehabilitation, and one-third of the country’s 
50,000 kilometers of irrigation canals are not 
lined, resulting in significant water losses.

On a broader scale, Viet Nam faces serious 
challenges from climate change. The country 
is one of the nations most at risk, and the 
Mekong Delta in the south, which is home to a 
fifth of the population, and the main producer 
of rice, is the nation’s most vulnerable region. 
Preliminary studies show that up to 31% of the 
total land used for agriculture and aquaculture 
in the delta is at risk from a potential 1 meter 
rise in the sea level by 2100. This would have 
severe effects on the lives of about 4.8 million 
people, including 1.5 million poor. The rural 
poor, representing about 20% of Viet Nam’s 
population, will face the greatest challenge in 
coping with, and adapting to climate change if 
the impacts are not adequately addressed.

ADB has been helping the government address 
challenges in the agriculture and natural 
resources sector with projects designed to raise 
agricultural productivity and farmers’ incomes 
through improved access to markets and inputs, 
diversification of high-value crops, and improved 
water resources management practices. 

Agriculture and natural resources has been one 
of the most active sectors for ADB in Viet Nam. 
According to the CAPE study, between 1999 
and 2008, ADB provided 20 loans totaling 
about $1.2 billion, which accounted for 22.6% 
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Tran Van Tai, a 57-year-old farmer who cultivates 215 longan trees on his 0.4-hectare farm, has learned about the safe and 
effective use of pesticides and fertilizer through an ADB project. 

of the total lending program during that 
period. During that time, 35 grant-funded TA 
operations amounting to $35.6 million were 
also provided. 

ADB’s agriculture and natural resources 
assistance focused primarily on infrastructure 
rehabilitation, especially water resources 
infrastructure, rural finance, and agricultural 
support services. This assistance included support 
to establish irrigation facilities in the country, 
which have indirectly contributed to better water 
management, flood control, and soil erosion 
control that has increased crop production. 

In addition, ADB has assisted Viet Nam in 
maintaining forest resources and increasing 
forest cover. More than 400,000 hectares 
of forestland was mapped, and land use 
of 101,000 hectares was stabilized. ADB’s 
ongoing forestry project in the country has also 
targeted improving the livelihoods of people in 
mountainous areas. 

ADB has also been active in assisting Viet Nam 
in responding to climate change. A TA grant of 
$2.5 million from the Nordic Development Fund, 

administered by ADB, will help the country 
draw up and implement detailed climate 
change action plans for key cities and 
government departments. The grant will help 
the Government of Viet Nam’s National Target 
Program for building a more climate-resilient 
economy producing less greenhouse gas.

The CAPE study found ADB’s work in Viet Nam’s 
agriculture and natural resources sector to be 
effective, noting that since resuming operations 
in 1993, all projects (except one completed 
project) had an overall rating of successful or 
higher. The study did note that ADB projects in 
the sector suffered delays in project processing 
and implementation due to a number of factors. 

ADB’s work in the agriculture sector was 
found to be particularly effective in promoting 
inclusive growth. Projects targeted the 
disadvantaged in rural and remote areas, and 
supported women by opening up opportunities 
for employment in the sector. In addition, 
ADB projects were found to have delivered 
significantly more outputs than planned, with 
greater resource mobilization via cofinancing 
and improved country capacity.
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The $40 million Agriculture Science and 
Technology Project has assisted the Southern 
Horticulture Research Institute (SHRI), in Tien 
Giang, in helping nearby farmers grow longan 
trees more productively. Longan trees produce a 
succulent fruit popular in dessert dishes.

Before the project, the longan farmers in the 
area were in competition with each other, 
often to the benefit of brokers who resold 
their products to exporters. SHRI worked to 
bring the farmers together to increase volume, 
share knowledge, and better understand their 
industry and the environment. As a result, 
farmers have increased their yields, improved 
quality, and now have a direct connection to 
the exporters who can, in turn, communicate 
their needs to the farmers. 

SHRI has helped Tran Van Tai, an affable 57-year-
old farmer who cultivates 215 longan trees on 
his 0.4-hectare farm. He has learned about the 
safe and effective use of pesticides and fertilizer. 
As a result, he is producing 1 ton higher yield 
per harvest—from 6 tons per harvest before 
the assistance to 7 tons now. He is also sharing 
knowledge with other farmers in the area, learning 
from their mistakes and successes, instead of 
competing against them. The 10-year veteran 
farmer says his income has increased as a result. 

“The income from my larger harvest came 
just as my daughter was going to pharmacy 
college. This has helped me pay for her tuition,” 
he says. “I have also invested in more modern 
equipment for my farm that I think will increase 
my profits further.”

Water and 
Sanitation: Giving  
Life to Development
Viet Nam’s transformation from a largely 
agricultural to an increasingly industrial 
economy has resulted in areas of high 
population density, as well as environmental 
deterioration in the cities. In many areas of the 

country, water supply and sanitation systems 
have deteriorated over the years due to lack of 
maintenance while growing urban populations 
have increased demand. The situation poses 
serious health risks, especially for the poor, who 
often live in flood-prone areas and are exposed 
to waterborne diseases.

The government responded to this challenge 
in the late 1990s until 2010 with the National 
Orientation Plan for Water Supply, which 
sought to increase the coverage of urban 
water networks and reduce non-revenue 
water in new urban areas. It also made water 
supply companies’ independent public utilities 
fully supported by water supply charges 
covering operation, maintenance, and capital 
investment.

Since 1999, ADB’s work in Viet Nam’s water 
and sanitation sector has concentrated on 
areas where ADB has a competitive advantage 
and where the private sector, nongovernment 
organizations, or cofinancing partners can 
assist. This has included projects focused 
on policy delivery and implementation, 
reform efforts, infrastructure in major cities, 
agricultural sustainability, and management of 
natural resources. 

In the last decade, ADB’s work in Viet Nam’s 
water and sanitation sector has shifted from  
the major cities of Ho Chi Minh City and  
Ha Noi to provincial capital cities and, 
eventually, the Central Region. By 2001, the 
North Central Coast and the Central Highlands 
were receiving at least one-third of ADB 
assistance in the water and sanitation sector. 
This was aided by the government’s decision to 
decentralize administrative responsibility over 
local water resources. 

ADB, since 1993, has helped the Government 
of Viet Nam rehabilitate and expand water 

ADB will help the country draw 
up and implement detailed 
climate change action plans 
for key cities and government 
departments. 
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and Poverty Reduction

Bui Thi Chung, a 30-year-old homemaker, and her 3-year-
old son Nguyen Hong Ha, have benefited from clean water 
through an ADB-supported project. 

and sanitation systems by providing urban 
services, and water and sanitation sectors with 
7 loans totaling $427 million and 5 TA projects 
amounting to $3 million. The TA projects 
included capacity building, such as tariff policy 
work; institutional strengthening; and master 
plan preparation for Ho Chi Minh City.

ADB’s water and sanitation projects have had 
an impact on the sector in Viet Nam. ADB 
assistance to almost half of the country’s 
provincial capitals has resulted in improved 
water service coverage and quality. About a 
million people now have safe, 24-hour piped 
water supply, and the water processing and 
distribution capacity was constructed to serve 
about 500,000 people. Improvements in the 
country’s drainage systems have reduced 
flooding in many low-lying areas.

ADB projects in the country have maintained 
a focus on promoting inclusive growth and 
serving disadvantaged groups. Water and 
sanitation projects have enhanced access 
to affordable water supply—public taps 
or connections—and private ownership of 
sanitation facilities. ADB projects have improved 
household sanitation and hygiene, reduced 
the time needed to perform household 
tasks, reduced exposure to health risks, and 
facilitated giving women greater opportunity 

to participate in major economic household 
decisions and reproductive health programs. 

A 2009 Sector Assistance Program Evaluation 
study on ADB’s work in Viet Nam’s Urban 
Services and Water Supply and Sanitation 
Sector, conducted by ADB’s Independent 
Evaluation Department, found substantial 
improvements in the sector as a result of 
ADB’s support of water projects in more than 
30 provincial towns. About 80% of the people 
living in and around the town centers now  
have constant water supply, the study 
found. ADB also helped install septic tanks 
and improve drainage, strengthen public 
environmental education programs, and build 
procurement capacity.

A clear example of the benefits of ADB work 
in the water and sanitation sector can be 
found in the areas that have benefited from 
the $60 million Third Provincial Towns Water 
Supply and Sanitation Project. The project has 
provided safe, piped water and better drainage 
and sanitation for more than a million people 
in central and southern Viet Nam. It has also 
strengthened the management capabilities 
of the water supply companies, ensuring that 
benefits are sustainable, and has also helped 
reduce water losses.

In Di An District of Ho Chi Minh City, residents 
found their in-house water wells were 
becoming contaminated, likely by the many 
industries operating in the area. Well water 
was unreliable and smelled bad, say residents. 
Under the Third Provincial Towns Water Supply 
and Sanitation Project, they were provided with 
piped, clean water inside their homes. 

Bui Thi Chung, a 30-year-old homemaker  
who is raising her 3-year-old son Ha, said she 
moved recently to the area with her husband. 
She said that part of the attraction of the 
neighborhood was the clean water supply and 
strong water pressure. 

“We drink the tap water and it tastes good,” 
she said. “We wouldn’t have moved to this  
area if the water service wasn’t reliable. Clean 
water is basic to being healthy and having  
a clean house.”
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Regional 
Cooperation:  
Good Neighbors
Viet Nam is a key player in the GMS, which is 
bound together by the Mekong River, covers 
2.6 million square kilometers, and has a 
combined population of about 326 million. In 
addition to Viet Nam, GMS includes Cambodia, 
the People’s Republic of China (specifically 
Yunnan Province and Guangxi Zhuang 
Autonomous Region), the Lao PDR, Myanmar, 
and Thailand.

The GMS Program, which is supported by 
ADB and other donors, has, since 1992, 
implemented subregional projects in transport, 
energy, telecommunications, environment, 
human resource development, tourism, trade 
facilitation, health, private sector investment, 
and agriculture. Viet Nam has been an active 
partner in this program, with its government 
recognizing the importance of regional 
cooperation and integration for attaining 
national development goals. 

In Viet Nam, border areas are among the 
poorest areas and their development is 
significantly influenced by neighboring 
countries. Opening cross-border trade with 

neighboring countries under the GMS Program 
often benefits the poorer communities 
along the border first. At the same time, 
proactive measures are needed to control the 
transmission of communicable diseases, such as 
HIV, resulting from increased cross-border trade 
and movement of people.

Intra-regional trade and investments have 
played an important role in accelerating and 
maintaining Viet Nam’s dynamic economic 
growth in the last decade. In addition to 
GMS, which is coordinated by a National 
Secretariat in the country, Viet Nam is an active 
partner in other regional initiatives, including 
the Association of Southeast Asian Nations 
(ASEAN); the Ayeyawady–Chao Phraya–Mekong 
Economic Cooperation Strategy, and the 
Development Triangle Initiative.

Via the GMS Program, ADB has supported 
projects in Viet Nam that serve the transport, 
power, health, and tourism sectors. In addition, 
the Core Environment Program, supported 
by several development partners, promotes 
the establishment of biodiversity conservation 
corridors, and other efforts have been initiated 
to mainstream environment concerns into 
investment decisions.

Regional cooperation initiatives under the 
grant-funded communicable diseases project 
facilitate capacity development in disease 

In Viet Nam, border areas are among the poorest areas in the country and their development is significantly influenced 
by neighboring countries. Opening cross-border trade with neighboring countries often benefits the poorer communities 
along the border first.
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prevention, such as HIV, and nearly every road 
in Viet Nam is ultimately connected to the 
transport corridors developed under the GMS 
Program. ADB is also supporting regional 
cooperation in the power sector by linking the 
power systems of GMS countries in order to 
reduce costs, increase reliability, and create a 
regional power market. 

Private Sector:  
Serious Business
ADB supports private sector development in 
Viet Nam through policy-based lending and the 
development of nonbank financial institutions 
such as microfinance. This has also helped the 
government’s reform efforts and led to rapid 
growth in the number and registered capital of 
private companies. 

During the period examined for the CAPE 
study—from 1999 to 2008—ADB’s direct 
support to encourage private sector development 
was modest and was undertaken mainly through 
measures to improve the enabling environment. 
Support was also provided for private sector 
development through assistance to the 
education sector, especially at the secondary level 
and in technical and vocational education and 

training. Assistance has contributed to increasing 
workforce skills needed by the private sector as 
well as improving employment opportunities 
and thereby inclusive growth objectives.

ADB’s limited direct private sector activities in 
Viet Nam in the previous decade were due, in 
part, to a government policy of accommodating, 
rather than encouraging, private sector 
development. The government maintained a 
policy of heavy regulation, and ownership and 
management of more than 4,000 state-owned 
enterprises (SOEs) that accounted for 29% of 
gross domestic product in 2007. In recent years, 
the government has shown greater acceptance 
of programs promoting private sector activities, 
and has encouraged public–private partnerships 
in power generation and other areas. 

Areas where ADB has shown results in private 
sector development include financial sector 
reforms that have contributed to widening 
the access of private sector companies to 
capital markets and lease financing; facilitating 
the SOE reforms through, for example, 
equitization of smaller SOEs; and contributing 
to some improvements in efficiency, as well as 
supporting the life insurance industry.

Viet Nam has benefited from ADB’s $1 billion 
Trade Finance Program, which started operations 
in 2004. The program provides credit and 
guarantees on trade financing via banks in 
developing Asia. Nearly 200 banks are part of 
the program, including the leading state-owned 
and private joint-stock banks in Viet Nam. 

In November 2010, ADB also extended a 
$60 million equivalent loan to Viet Nam to 
expand financial sector reforms in the country. 
The second phase of the Third Financial Sector 
Program targets the development of the 
nonbank financial sector, including the securities 
and bond markets, as well as strengthening rules 
and regulations to enhance transparency and 
provide investor and consumer protection, and 
overall financial stability.

Financial sector reforms, which have paved 
the way for increased private sector business 
activity, investment, and job creation, have been 
instrumental in driving growth in Viet Nam. 

ADB supports private sector development in Viet Nam 
through policy-based lending and the development 
of nonbank financial institutions. This has helped the 
government’s reform efforts and led to rapid growth in the 
number and registered capital of private companies.
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Improving Operational 
Effectiveness and Services
Although ADB assistance has been a small 
share of the Government of Viet Nam’s capital 
expenditure, ADB has contributed substantially 
in terms of providing funding advisory and 
technical support for development projects. 
ADB is seen by the government as a trusted 
development partner for infrastructure 
financing gaps and strengthening capacities, 
safeguards, procedures, and processes that 
help Viet Nam progress to the next stage 
of its development. Examples include ADB’s 
active involvement in the “Six Banks Initiative,” 
an alliance with other international finance 
organizations designed to improve aid 
effectiveness in the country. 

The recent CAPE study credited ADB with 
contributing to Viet Nam’s high economic 
growth and aiding the economic recovery of 

the country during both the Asian financial 
crisis of the mid-1990s and the recent global 
economic downturn. The study found that the 
overall performance of ADB’s strategies and 
programs in Viet Nam during the 1999–2008 
period was successful. This trend continues 
today. The success rates of completed sovereign 
operations averaged 93% in 2010 for Viet Nam 
as compared with the ADB average of 66%.

The CAPE study noted that despite the success 
of ADB support in the country, challenges 
remain. For instance, there is a need to improve 
the implementation performance of ADB-
financed projects, which is currently below 
the average of the rest of ADB’s portfolio. 
This is attributed primarily to complex 
government procedures and processes, weak 
implementation capacity, risk aversion by some 

While economic growth performance and social development have been impressive, some disadvantaged populations in 
Viet Nam, including ethnic minorities, have not equally benefited from the country’s prosperity.
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Improving Operational 
Effectiveness and Services

Nguyen Van Binh, deputy head of the Management Board 
of Quang Tri Provincial Economic Zones, has seen a dramatic 
increase in economic activity since the completion of the ADB-
supported East–West Economic Corridor.

implementation staff, and to ADB procedures 
that are not aligned with the government’s. 

ADB is addressing this issue by working with 
the government in reviewing and harmonizing 
loan and TA grant processing procedures and 
ensuring that proper consultation and decision 
making is undertaken in a coordinated manner. 
Guidelines for financial management were 
prepared to serve as a reference for project 
execution. ADB’s adoption of streamlined 
business processes in 2010 has also improved 
the operational processes, while project 
implementation administration capacity has 
been strengthened with the posting of sector 
specialists to the Viet Nam Resident Mission, as 
well as with the establishment of procurement 
and disbursement units in that office.

Nguyen Van Binh has experienced delays in the 
implementation of ADB projects. As the deputy 
head of the Management Board of Quang Tri 
Provincial Economic Zones, his work has been 
affected by the development of ADB-supported 
East–West Economic Corridor Project in his area. 

“It is time consuming to process and implement 
these large projects,” said Binh. “But large 
projects need to be prepared carefully and ADB 

does this. Procedures need to be complied with. 
ADB and Viet Nam need to work together to 
learn from each other. It is not just a matter 
of building something quick. It must be built 
correctly. ADB does that.” 
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Viet Nam is benefiting substantially from 
the rebound in world trade. ADB’s Asian 
Development Outlook 2010 Update estimates  
that economic expansion in the country will 
return to about 7%, as investor confidence 
improves. The country’s continued strong 
growth is driving its ascension to middle-
income country status, which is a key strategic 
goal of the government. 

In the short term, the country will need to 
address challenges to macroeconomic stability, 
such as high inflation. It will also need to 
continue its pursuit of economic reform 
programs, particularly those being carried out 
in the state-owned enterprises sector, in order 
to secure long-term inclusive growth.

The Government of Viet Nam is aiming 
at producing higher value-added exports, 
increasing the share of technology-based 
exports in all sectors, and undertaking 
“knowledge-led” development programs.  

The CAPE study noted that two important 
factors will shape the context for development 
assistance to Viet Nam over the next 3 to 
5 years. One is the impact of the global 
financial crisis, which has had an effect on 
export demand and foreign investment. The 
other is the implication of Viet Nam’s recent 
achievement of middle-income country status.  

Reaching middle-income country status may 
trigger the withdrawal of some bilateral 
assistance and a probable reduction in the 
supply of grant funds and highly concessional 
funding. Middle-income country status will 
require Viet Nam and its partners to be more 
selective about the use of soft loans and 
to more actively pursue private finance for 
economic and social infrastructure. It will also 
mean that the remaining development partners 
will have to address the departure of funding 
agencies that have been working closely on 
broad governance issues.

Viet Nam is making considerable progress 
in addressing its large infrastructure gaps, 
but it now must progress to the next phase, 
which will include tackling more challenging 
development constraints, such as fostering 
relevant and efficient supporting institutions 
to strengthen public sector management, 
in particular at the subnational level, and 
deepening reforms of state-owned enterprises 
to improve public spending efficiency and 
effectiveness and to further facilitate private 
sector growth and development. Viet Nam 
is challenged—as are many high-growth 
countries—with the need to distribute more 
evenly the benefits of its rapid economic 
expansion. The country faces a growing income 
gap between regions and between the richest 
and poorest groups.  

ADB is supporting Viet Nam’s major transitions 
by pursuing a country partnership strategy 
that seeks to remove key constraints to pro-
poor, business-led development. In the coming 
years, ADB is expected to be proactive in 
promoting public–private partnerships and 
in improving the efficiency of Viet Nam’s 
economy in order for it to be an integral part 
of the regional and global value chain. ADB’s 
country partnership strategy for Viet Nam for 
2011–2015 is expected to be fully aligned 
with the government’s new Socio-Economic 
Development Plan for the same period, as well 
as with ADB’s long-term strategic framework, 
the Strategy 2020.

Future Challenges and Goals

Text by Floyd Whaley

The cover shows a border crossing between Viet Nam 
and the Lao People’s Democratic Republic. Strengthening 
regional cooperation has been an important part of ADB’s 
work in Viet Nam.

All Photographs by Eric Sales 

For more information, please visit www.adb.org/VietNam/ 
main.asp or contact Ayumi Konishi, Country Director, Viet Nam 
Resident Mission (akonishi@adb.org).
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Viet Nam was a founding member of ADB in 1966. ADB operations in the country were 
suspended in 1979 and resumed in 1993. Since resumption of operations, the ADB portfolio 
in Viet Nam expanded from an average of $217.3 million per year in 1999–2001 to more 
than $1.3 billion in 2007–2010. This portfolio expansion was fueled by a transition in ADB’s 
activities from projects in agriculture and natural resources, urban services, and public 
sector management to large infrastructure projects, particularly roads and energy. ADB’s 
strategies and programs in Viet Nam have been carefully aligned with the government’s 
development programs, and were particularly supportive of inclusive growth in the country. 
ADB-supported projects built or improved 366 schools in 21 provinces, while 85 district and 
regional hospitals and 87 clinics were constructed or renovated. Irrigation facilities were 
improved on 660,000 hectares, comprising about 15.0% of the total rice land in the country. 
ADB is supporting Viet Nam by pursuing a country partnership strategy that seeks to remove 
key constraints to pro-poor, business-led development. In the coming years, ADB is expected 
to be proactive in promoting public–private partnerships and in improving the efficiency of 
Viet Nam’s economy.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing 
member countries reduce poverty and improve the quality of life of their people. Despite the 
region’s many successes, it remains home to two-thirds of the world’s poor: 1.8 billion people 
who live on less than $2 a day, with 903 million struggling on less than $1.25 a day. ADB is 
committed to reducing poverty through inclusive economic growth, environmentally 
sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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