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MEMORANDUM TO THE EXECUTIVE DIRECTORSAND THE PRESIDENT

Vietnam: Country Assistance Evaluation

In the late 1980s, Vietnam began a program of bold reforms which produced dramatic
results. Growth reached an average 8.5 percent per year in the 1992-97 period and prices were
stabilized. Vietnam was transformed from arice deficit country to the third largest rice exporter
intheworld. At the end of the 1990s, however, growth slowed to 4-6 percent, largely as aresult
of the Asian crisis.

Poverty has been halved since the late 1980s, to about 37 percent in 1998. Nevertheless,
with an average per capitaincome of about $390 and a population of amost 80 million, large
numbers of people are still poor. Social indicators have improved from aready high levels and
are much better than in most other low income countries.

Between FY 88 and 94, the Bank carried out a wide-ranging program of non-lending
services. EDI courses, administering UNDP projects, economic and sector work, and
preparation of projects. This period was important for gaining access to and confidence of
Vietnamese officials and provided a sound basis for lending.

Lending started in FY 94, focused on infrastructure, structural reforms, and poverty
aleviation. More recently, assistance strategy was broadened to include improving public
administration. Between FY 94 and 01, 30 operations for atotal commitment of US$3.2 hillion
were approved, al on IDA terms. The salient features of Bank lending in Vietnam have been:
strong focus on poverty; high synergies between sector work and lending; high proportion of
lending involving compliance with safeguards; focus on infrastructure, which has shifted from
large scale rehabilitation to rural-based; and lower than expected support for structural reforms,
until recently. Thislatter is due to the fact that it has taken longer than the Bank anticipated to
reach consensus on a program of reforms.

Three investment operations and two fast-disbursing credits have closed, all with
satisfactory outcomes, substantial institutional development impact, and likely sustainability.
Along with other donors, the Bank financed infrastructure rehabilitation, ensured greater supply
of power, and had some specific institutional impacts, for example in increasing water charges.
In health, the Bank has helped revitalize commune level service delivery and contributed to
immunization programs which have decreased mortality rates from infectious diseases. In other
areas, such as reforestation and urban development, it is still too soon to say whether the Bank’s
efforts are having a measurable impact.



The growth and poverty reduction achieved by Vietnam in the 1990s can be attributed to
the Bank to alimited degree. Although most of the dramatic reforms of the late 1980s were
taken before the Bank was present, Bank non-lending assistance in the early 1990s hel ped
decision makers stay the course on reforms. On structural reforms and institutional
developments, with the important exception of externa trade, Vietnam has made only modest
progress since the late 1980s. 1n 1999, the SOE sector contributed a higher proportion of GDP
than it did in 1990; the banking sector remains dominated by state banks which have weak
management, weak portfolios, and weak oversight; and the environment for private investments
isstill difficult, although there have been recent improvementsin the legal framework. The
Government’ s renewed effort at reform in these areas needs nurturing by the Bank and its
partners.

Bank assistance in the last several years has helped to achieve consensus among decision
makers to renew reform efforts, a consensus that is critical to ensure wide ownership and the
sustainability of the substantial reforms ahead. Nevertheless, since 1993 to mid-2001, progress
in reducing state interventions in the economy has been modest and slower than anticipated.

OED rates the relevance of Bank assistance as substantial, with consistent focus on
structural reforms needed to make the transition to a market economy, infrastructure
development to remove bottlenecks to growth, and poverty alleviation. Efficacy has been more
successful in addressing infrastructure and poverty issues than on structural reform. Efficiency is
considered average and the overall outcome of Bank assistance is rated as satisfactory.
Institutional development impact has been modest. Successes include introducing competitive
bidding, helping draft new laws and regulations, helping to set the stage for major private
investmentsin energy, and improving the approach to cost recovery in infrastructure.
Sustainability of benefits of Bank assistanceis mixed. Ininfrastructure, improvements are
needed in operations and maintenance, and sustainability of the new and rehabilitated irrigations
systems, highway, and rural roadsis uncertain. By contrast, the institutional changes which form
the basis for future policy reform seem irreversible. Overall, sustainability israted as likely. On
the whole, the Bank’ s delivery of assistance in Vietnam has been exemplary and has closely
followed priorities of the Government as well as corporate mandates.

Looking forward, the focus of Bank strategy should continue to be on structural, policy,
and institutional reforms. The Bank should devel op further its strategic approaches within
sectors: in rural development, the Bank should focus on two to three key areas, in consultation
with other partners, one of which should be policy and structural changes. In transport, the Bank
should give highest priority to improving maintenance of roads and should seek agreement with
Government on criteriato be used in selecting appropriate technical standards. The Bank should
also seek agreement with Government on criteriato be used for poverty targeting in Bank-funded
investments. Finaly, the Bank’s adherence to the CDF principles should be sustained and
lessons learned from the CDF pilot should be fed back into the country assistance strategy.

Earlier drafts of this report have been shared and discussed with the Region and fed into
the CAS update which will soon be discussed by the Board. In addition, the recommendations
from this report should be fully reflected in the CAS expected later thisfiscal year.



Finally, experience in Vietnam demonstrates the challenges of implementing the Bank’s
safeguard policies. For example, Vietnam has a resettlement policy which is driven by a concern
for equity and for aleviating poverty. It has shown awillingnessto revise this policy, which
might provide an opportunity for a pioneer, country-based initiative under which the Bank and
the country would work together to agree on a harmonized involuntary resettlement policy that
will apply country-wide and not just to Bank-financed projects. This may require a careful
interpretation of the Bank’s own policies so as to adapt their implementation to Vietnamese
conditions. It may also imply targeted capacity building and strengthened verification
arrangements built into externally funded operations.
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Preface

This Country Assistance Evaluation (CAE) presents the findings of an OED mission that
visited Vietnam in September 2000, along with an OEG mission that looked at |FC investments
and issues in private sector development and an OED mission that examined Vietnam as a case
study for input into the IDA Review (OED 2001). The executive summary findings of the OEG
mission are in Annex 1 of the report and the full report isissued separately. A second OED
mission visited Vietnam in May 2001 to participate in the Country Retreat to start off
considerations of the forthcoming Country Assistance Strategy, and a third OED mission took
place in September 2001 to discuss the draft CAE with Government officials.

The first OED mission held discussions with government officials, businessmen, other
donors, representatives of international NGOs, and IDA staff in the Resident Mission. Nine
separate questionnaires were sent in advance of the mission to ministries, donors, NGOs, and
representatives of private sector groups and are found in Annex 3 to thisreport. A list of people
metisin Annex 4. In addition to interviewing IDA staff involved with Vietnam from the
beginning, OED also reviewed the files, documents, and reports on Vietnam both within and
outside IDA.

Although lending to Vietnam resumed only in FY 94, this CAE covers the period FY 88
though FY 01, because IDA provided substantial non-lending servicesin the six years leading up
to the resumption of lending, which form an important part of the evaluation.

The report was sent to the Vietnamese authorities and their comments are reflected
throughout the report. 1n addition, written responses are in Attachment 2 to this report. The
Management Action Record is attached as Attachment 3. This report was discussed by the
Informal Subcommittee to the Committee on Development Effectiveness on October 15, 2001,
and areport of that discussion is attached as Attachment 4 at the end of the report.
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1. BACKGROUND

After unification, 1976 —1990: adifficult period

1.1 In 1976, after 30 years of war, the Socialist Republic of Vietnam was formed, uniting the
north and south. The country had been devastated by the lengthy war, with stagnant economic
performance — per capita GNP of $150 was roughly the same as twenty years earlier. Social
indicators, however, were relatively good (except for nutritional indicators), with life expectancy
of over 60 years and adult literacy at 87 percent.

1.2 After unification, the Government initially tried to implement throughout the country
centralized planning, collectivized farming, and output targets for industry, yet quasi-legal forms
of amarket economy emerged (household agricultural enterprises and informal sector
manufacturing and services), particularly in the south. Nevertheless, by the mid-1980s the
country was experiencing large imbalances: serious food shortages, large trade and fiscal
deficits, and hyper-inflation. At the end of 1986, the Sixth Party Congress launched areform
program (“doi moi” or renovation), which was accelerated dramatically in 1989, when the
Government devalued the exchange rate to equal the parallel rate; decontrolled most prices to
allow market forces to work; relaxed official marketing constraints; introduced fiscal and tax
reform; formalized and lengthened land tenure for family farms; re-established state owned
enterprises as financially independent units; and passed regulations to encourage the “non-state
economic sector,” i.e., to promote private sector development.

Thelast decade, 1990 to the present: strong performance

1.3 The economy responded extremely well to the reforms (Figure 1.1). GDP growth
resumed, from below 4 percent per year in the 1980s to an average 8-9 percent per year between
1992 and 1997, when the Asian crisis hit. Even then, ﬁter two years of sluggish growth, GDP
growth rebounded to an estimated 5.5 percent in 2000. Inflation decreased from 500 percent per
year in 1986 to 15-20 percent in the early 1990s, and has remained below 10 percent since 1994.
The benefits of growth, based in part on agriculture, were widely shared; poverty decreased
dramatically from an estimated 70 percent in the mid-1980s to 58 percent in 1993, and 37
percent in 1998. Social indicators also improved.

Figure 1.1. GNP annual growth rate Figure 1.2 Vietnam: FDl and Export as percent
of GDP

LWONEDAIOANDTWON QDO 8 8 g § &8 & & & % & & 8
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1.4 Much has been written comparing the experience of Vietnam and Chinawith that of
Eastern Europe and countries of the Former Soviet Union (FSU). Vietnam has taken a gradual
approach to the transition to a market economy within a stable political structure and a continued

! These figures differ from official ones: for example, GDP growth for 1999 and 2000 are cited by Government at
4.8 percent and 6.8 percent, respectively.
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adherence to socialist principles, and has grown very rapidly. Thisisin sharp contrast to the
experience of the FSU countries, which have undergone more radical political and economic
transitions but have not fared as well as Vietnam economically.

1.5 Vietnam’'sgrowth in the early 1990s was due to a strong supply response in agriculture,
which comprised about 40 percent of GDP at the beginning of the reforms. A combination of
improved property rights, a better incentives framework, and public support for higher yield
technologies transformed Vietnam from arice importing country to the third largest exporter of
ricein theworld. In addition, large scale oil production and exports started in 1989. Vietnam
found aready market in rapidly growing East Asian countries, and thus was able to overcome the
collapse of trading arrangements with the Soviet Union and other CMEA countries aswell asa
trade embargo by the United States and some other western economies. The precipitous dropin
foreign aid from the Soviet Union in the early 1990s was replaced by growing levels of foreign
direct investments (FDI), which reached 10 percent of GDP by 1995, mostly from East Asian
countries. Finaly, liberalization of internal trade allowed the services sector, which had
comprised about 35 percent of GDP, to take off, with large increases in private transport and
retail trade aswell astourism.

1.6 The accelerated growth in the mid-1990s was led mainly by manufacturing (27 percent of
growth), wholesale and retail trade (15 percent), agriculture (13 percent), construction (11
percent), and hotels and restaurants (9 percent). Within manufacturing, the growth came from
foreign investments, mainly in import-substituting, capital-intensive industries such as
metallurgy, machinery, and chemical industries. The external sector continued to grow in
importance to the economy over this period, with exports growing by an average of over 22
percent per year and reaching about 47 percent of GDP by the end of the decade.

1.7 Inthefirst half of the decade excessive optimism led to the premature hope that Vietnam
would be the next Asian tiger. Unfortunately, the pace of reforms slowed considerably in the
early 1990s. Therelatively easy reforms had been carried out, but deeper structural reforms
proved more difficult to implement (paras. 3.4 -3.7). The Asian crisis dampened enthusiasm for
the types of policiesthat had propelled the Asian tigers. Although the slowdown in reform
meant that Vietnam avoided the sorts of dislocations that have occurred in Eastern European and
FSU, it has also meant that internal constraints could inhibit continued high growth in the future.
The reform agenda remains substantial.

Challengesto sustainable growth

1.8 Inspiteof itsimpressive economic performance, Vietnam remains a poor country. With a
population of almost 80 million, alabor force increasing by some one million per year,
unemployment and underemployment estimated at 25 million, roughly 30 million people living
in poverty, and most households close to the poverty line, the country faces serious challengesto
sustain growth levels, create employment, continue to reduce poverty, and improve living
standards.

1.9 First among these challengesis the need to promote a better environment for efficient
private sector development (PSD). Domestic private investment was 6—7 percent of GDP over
most of the 1990s and a modest portion of total investment; FDI, after peaking at over 10 percent
of GDP in 1995, decreased to around 3 percent of GDP toward the end of the decade, although
there are signsthat it may be increasing again, and remains above other low income countries.
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Until recently, the climate has not been conducive for PSD — administrative bottlenecks, delays,
and overlapping responsibilities, poor regulatory environment, unclear legal framework and
absence of enforcement, high transaction costs, for example, in telecommunications and
shipping, unequal playing field with state owned enterprises (SOEs — para. 3.6), aweak financial
sector (para. 3.7), and perceptions of corruption have discouraged potential investors. The
passage of a new Enterprise Law in 2000 has imprﬁved the climate, but official attitudes toward
private sector development have been ambivalent.

1.10 Infrastructure has been dramatically expanded and improved in the last decade, although
in some cases indicators remain below comparator countries (para. 3.8). To meet continued
economic growth, large investments are still needed; private investors are involved to only a
limited degree, and maintenance remains inadequate. Legal, organizational, regulatory, and
pricing reforms are needed to promote institutional development and attract private sources of
financing.

1.11 Inrural areas, agriculture accounted for 66 percent of total employment in 1998 (which
may have decreased further to 62 percent by 2000), about one quarter of GDP (from around 40
percent in the late 1980s), and about 30 percent of export earnings (including fish products).
Average farm sizes are small, at 0.24 hain the north and 0.46 hain the south, and although
agricultural incomes rose significantly in the 1990s, some 85 percent of the country’ s poor arein
rural areas. Thereis scope to increase yields through adaptation of more intensive tﬁ:hnol ogies
and to diversify the crop mix by reducing local pressures on farmers to grow paddy.” New high
yielding varieties have been introduced, but output per worker in agriculture will rise
significantly only when off-farm employment opportunities grow. At present, rural SOES
dominate agro-processing and crowd out the private sector. Officia strategy and local
authorities need to ensure an improved enabling environment for private small scale
entrepreneurs. Rural development will also require investmentsin and better maintenance of
rural infrastructure.

1.12 Environmental problemsloom large. Only 25 percent of Viethnam’'sland areaisin lowland
agriculture; therest is hilly or mountainous. Resource conservation and sustainable use are thus
priorities. Since the 1940s population pressures, chemical defoliation during the war, and
logging have reduced the area covered by natural forests from 67 percent to 26 percent in 1990;
mangroves (wetland forests) cover only one third of the areathat they did sixty years ago. Urban
and industrial discharge threaten the quality of water in urban waterways and in the Red River
and Mekong Delta areas and create problems of air and soil pollution; degradation of coastal
areas and over-fishing have reduced fishing potential. Since 1990 some progress has been made
(para. 3.10), but considerable challenges remain.

1.13 Social indicatorsin education and health have continued to make gains over the decade
from aready high levels (para. 3.9). Although gender gapsin terms of school enrollment,
literacy, and life expectancy are very small for alow income country and have further decreased
over the decade, there is concern about widening inequality in the future. Although not official

2 Several officials commented that Government’s policy is to create alevel playing field between the state and non-
state sectors and to treat both sectors equally, as opposed to promoting the private sector or shrinking the state
sector.

3 Officials noted that officially, farmers are permitted to make their own decisions about crops; pressures on farmers
to grow specific crops are thus not sanctioned by Government policy.
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policy, land registration in some provinces favors menE,| which may in the future create obstacles

to women’s accessto credit. In addition, surveys haﬁe identified problems of domestic violence,
trafficking of women and children, and prostitution.* Most important, economic vulnerability to
the dislocations associated with reforms, natural disasters, or sudden sicknessin familiesis
widespread.

1.14 Improving governance remains at the heart of the challenges facing Vietnam. In spite of
reforms (para. 3.11), clear and consistent application of the law islacking. Given weak
enforcement and inadequate regulatory frameworks, the opportunities for corruption have
increased. The basic roles of the public administration need to be redefined for a market
economy, which implies fundamental change in the way the civil service and the fiduciary
oversight framework operate. Reforms are also required to make public investments more
efficient and sustainable (enhanced use of economic benefit-cost analysis and allocating
adequate budget for recurrent costs of maintenance).

2. THE BANK IN VIETNAM

Pre-lending, 1988-93

2.1 Whilewaiting for approval to resume Iending,EIthe Bank built up its knowledge of the
economy and provided arange of non-lending services. Between 1988 and 1993 Bank staff
helped organize EDI courses; administered a number of UNDP projects, including sector work
and technical assistance to support reforms in many sectors; carried out its own economic and
sector work (ESW); and began preparation of operations in agriculture, transportation, energy,
and education and for structural adjustment. Initially contacts between the Bank and the
Government were tentative (small missions, no management visits), but by 1991 senior
economists and managers had frequent contact and intensive dialogue with Vietnamese officials.
Between 1990 and 1993 the Bank produced three country economic reports and four sector
reports, one each in energy, transport, health, and finance, which were among the first
comprehensive reports of their type for Vietham and were well received.

2.2 Although this period was frustrating for some staff and managers anxious to Iend,the non-
lending assistance was in fact extremely useful for developing the Bank’ s relationship with
Vietnam. Bank staff had time to prepare thoroughly the subsequent credits, economists

4 Officials pointed out that thisis neither by law nor by policy. But land registration forms allow room for only the
head of household, which is typically considered to be the man in the family. Asaresult, women are de facto
excluded from legal land ownership. Theissue could be solved by reprinting the land registration forms to allow
space for two names.

® These studies have differing views on whether the trend is on the increase or decline (Vu Manh Loi, 1999, and
World Bank CEM, 1999).

® The Republic of (south) Vietnam (RV) became a member of the Bank in 1956. In 1959 a Bank mission concluded
that the country was too dependent on foreign aid to qualify for an IBRD loan (this was pre-IDA). After unification
in 1976, the Socialist Republic of Vietham assumed RV’s membership and in 1978 IDA approved itsfirst credit to
Vietnam, for irrigation rehabilitation in the Mekong Delta. For the next decade, however, only technical supervision
missions went to Vietnam: because of the objections of a major shareholder, no high level missions were sent to the
country and no further credits were made. Following arequest by the Vietnamese in 1987 to resume lending, the
Bank sent a small economic mission to the country in 1988 to learn about major policy changes. But lending was
blocked until Vietnam reduced its spending on non-productive activities (military activitiesin Cambodia— the files
are explicit on this point), which it did in 1988/89, and cleared its arrears to the IMF, which it did in late 1993.

" This observation is based on interviews with Bank staff and managers and the files from that period.
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concentﬁted on big issues without the “distraction” of the procedural requirementsinvolved in
lending;~"through UNDP and EDI activities, operationa staff developed familiarity with
officias, with the country and in different sectors; and the Bank prepared Vietnamese officials
for the first donor conference in 1993, which was significant for facilitating donor coordination.

Bank assistance, 1993 to the present: products and services
Strategies

2.3 The Bank, aong with other donors and observers of the “ Asian miracle”’, saw Vietnam in
the early 1990s as the next Asian tiger. Successive strategies (1993, 1994, and 1995) focused on
five areas. (i) maintaining macroeconomic stability and strengthening macroeconomic
management (in cooperation with the IMF); (ii) support for rapid transition to a market economy,
which included structural adjustment to the promote private sector and create alevel playing
field with state owned enterprises (SOEs), and reforms in the land market and financial sector;
(iii) in recognition of the fact that Vietnam still had elements of a post-conflict country, support
for economic infrastructure (transport, power, irrigation, and water supply); (iv) poverty
aleviation through promoting economic growth and support for social sectors (education and
health); and (v) protecting the environment. This strategy was further broadened in 1998*to
encompass governance issues such as improving public administration, transparency,
decentralization efforts, and increasing participation. These strategies were owned by the
authorities since they were consistent with the Government’ s own development agenda. From
the outset and up to the present, aid coordination and partnerships figured prominently in Bank
strategy. Thus Vietham was implementing most of the principles of the Comprehensive
Development Framework even before they were enunciated.

2.4 Asinmany other countries, Bank strategies were broadly defined. They were articul ated
in such away that a wide range of activities found justification in the general objectives. Inthe
implementation of the strategies, there was a concentration on structural reform, infrastructure
development, and poverty alleviation, but even these three areas have been broadly defined and
cover investments in many sub-sectors including health; education; rural transport; rural power;
community based development; irrigation rehabilitation, rural finance, among others. Selectivity
in line with the Bank’ s comparative advantage remains a challenge.

I mplementation of the strategies: Iending|E|

2.5 Commitment amounts were consistent with proposed lending programs (Table 2.1), except
for the most recent CAS period, when they fell about 30 percent below the proposed base case
level, due mainly to budget constraints and increasing preparation time required for amore
community based approach to projects. Although Vietnam is the second-most important IDA-
only client in terms of commitments per year, after Bangladesh, on aper capitabasis

8 One senior economist commented that the Bank did its best work during the pre-lending phase, before the myriad
issues connected with lending (procurement guidelines, reporting requirements, compliance with safeguard policies,
etc.) began to preoccupy Vietnamese counterparts.

° Both the 1995 and 1998 strategies were joint with IFC.

19 OEG has evaluated IFC’ s investments and non-lending activities; see executive summary in Annex 1.
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commitments are in line with other IDA-only countri es.EI IDA disbursements h%e been about
17 percent of total ODA disbursements and are second to Japan’ s in importance.

Table 2.1: Planned ver sus actual Bank commitments, US$ million

FY94 FY95 FY 96-98 FY99-01
P A P A P A P A
CSP 93 350 325
CAS94 350-420 415
CAS95 1,000-1,260 1,247
CAS98 856-2,333* 1,223

P = proposed; A = actual
*Base case was $1,680 m

2.6 TheBank intended to support structural reforms and transition to a market economy
through adjustment lending; successive strategies proposed an adjustment operation roughly
every other year. Inthe event, however, between 4 and 00 only one adjustment credit was
approved, for about 6 percent of total commitments.™ The Structural Adjustment Credit (SAC,
FY95) was closed in FY 97 and an OED audit found its outcome to be sﬁiﬁctory. The
measures taken under SAC, however, were in retrospect relatively modest™and ost of the
reforms were not pursued for some time, in hindsight the relevance was not high.

2.7 During the years following the SAC, Government was reluctant to commit to further
adjustment lending. The Bank nevertheless continued to work intensively through non-lending
activities on reforms related to trade, the banking sector, SOEs, private sector climate, and public
expenditures. In FY 01, a Poverty Reduction Support Credit (PRSC, formerly SAC Il) was
approved focusing on these areas.

2.8 Infrastructure, energy, and rural development together have accounted for around two
thirds of total commitments. It is noteworthy that at atime when infrastructure was declining
elsewhere in the Bank, the Vietnam lending program maintained its focus in this important area.
In transport, the Bank has expanded from afocus on rehabilitation of the major highway into
rura transport and feeder road improvement, while other donors continue to support further
highway investments. In energy, the Bank has also shifted its focus from public sector provision
of power generation to support for private sector participation and to rural energy. These shifts

1 Commitments to Vietnam in the FY 94-00 period, for example, were about $5 per capita per year; this compares to
an average of $7.6 per capitafor (mostly smaller) IDA-only countries.

12 See Annex 2, Table 8a. ODA represented only about 4 percent of Vietnam’'s GNP, compared to an average of 15
percent for low income countries; Vietnam is far from being “aid dependent” (Annex 2, Table 8c).

3 Excluding the Debt and Debt Service Reduction operation, which did not have substantial conditions. Thisisin
sharp contrast to Bank support for reformsin other transitional countries: in the Europe and Central Asia (ECA)
Region (excluding Turkey and Bosnia), for example, about half of total commitments have been for adjustment
operations over this period. Even if all adjustment operations had been approved as expected, however, the
proportion of adjustment lending to total in Vietnam would have till been lower than in ECA, because there has
aways been a strong emphasis on infrastructure and social sector needs.

4 Adoption of a public investment program; completion of a public expenditures review — not by the Bank, not
made public; audit of one state owned bank; small pilot equitization program for SOEs, not followed by substantial
privatization. Export liberalization, by contrast, continued during and after the SAC.

> The IMF had similar experience, in that an Enhanced Structural Adjustment Facility was approved in November
1994, followed by a hiatus in lending until FY 01 when a three year Poverty Reduction Grant Facility was approved.
For comments on Bank-IMF relations during this period, see footnote 25.
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were consistent with the anal ytic work on poverty, which suggested that rural poverty was
strongly associated with lack of economic infrastructure.

Table2.2 Total IDA Lending by sector, FY94-01

Sector No. of Credits  GrossAmount inUS$m % of Total Amount

Agriculture and Environment 8 642 20
Education 2 153 5

Finance 1 49 1

Macro/Multi-Sector* 3 435 14
Population, Health and Nutrition 2 151 5

Power 4 694 22
Transportation 7 739 23
Water Supply and Sanitation 3 345 11
Totds: 30 3208 100

Note: *Includes two adjustment credits and the debt and debt service reduction credit.

2.9 Project design in terms of the selection of provinces was not always based on the incidence
of poverty. By contrast with the first Rural Transport Project which was targeted toward the
poorer provinces, the second Rural Transport Project was expanded at Government request to 40
(out of atotal of 61) provinces, and included some of the least poor with greatest rural road
access, and excluded some of the poorest provinces with least access. == This highlights the
tension that can exist between targeted poverty reduction and infrastructure development geared
to the removal of growth obstacles. On balance, the lending program has displayed explicit
poverty orientation as well as synergies with Bank analytic work. The poverty focus and the
cross-fertilization with analytic work are strong points of Bank assistance to Vietnam.

2.10 In addition, athough the transport projects appear likely to achieve their basic objectives
and are contributing to improved access and reduced transport costs, implementation of transport
projects has experienced several obstacles. Government officials and Bank staff are till
debating appropriate criteriafor paving roads. Some Government officials and technical staff
think that standards used by the Bank for rural roads are too low for Vietnam’ s weather
conditions and that the Bank has been too rigid in its views. On the other hand, Bank staff have
expressed concern that provinces are upgrading rural roads (although not with Bank funds) to a
standard that is not economically justifiable. Under the highway rehabilitation projects the
complex implementation involved in compensating and resettling thousands of people require
particularly meticulous supervision and have created substantial implementation delays (see
para. 2.19-2.20 on resettlement issues). Finally, maintenance of transport projectsisamajor
issue, particularly for roads. Under the second Rural Transport Project, the issue was partially
addressed through the requirement for provinces to sign maintenance agreements with districts
and communes, with the expectation that the Rural Transport Unit in the Ministry of Transport
will address technical and expertise needs (provinces have adequate funding for repair and
maintenance but tend to use the funds only for repairs and not for maintenance; part of the
problem is therefore instilling discipline in use of the budget).

2.11 Inthe energy sector, the first two power projects have closed, and are considered to have
successfully met their objectives (two others are still active). Together the two closed projects
helped to: improve transmission and distribution; meet growing demand for e ectricity,

16 Based on analysis carried out by Bank staff in a paper entitled, “Province Placement of Viet Nam's Rural Roads
Projects’, March 1999.
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particularly in the southern part of the country; strengthen planning and management capacities
of the power companies; corporatize and strengthen the Electricity of Vietham (EVN); provide
input to a new electricity law; assist Government in introducing private power to Vietnam, which
took much longer than expected; and formulate a national strategy for rural electrification.
Certain areas were less successful and remain issues: establishing a sound legal and regulatory
framework is underway, but still not in place; clearly defining the roles of private capital and
ownership in the energy sector; and putting in place adequate tariff policies that will both allow
EVN to achieve financial sustainability and make the sector attractive to private investors.

2.12 Insupport of rural development, six investment operations were approved over the FY 94-
01 period, representing about one-fifth of total commitments, plus two othersin rural areas that
are environment-related (para. 2.17). Inthe earliest years, support wasto irrigation
rehabilitation, strengthening extension services, rural credit, and rubber development. One
overarching objective of Bank assistance in rura development has been to support crop (and
livestock) diversification; for the most part, the Bank has resisted Government’ s approach to
crop-specific support. In addition, many areas selected for irrigation rehabilitation were in
relatively poor central and northern parts of the country and within the Mekong Deltaregion, the
poorer districts, and therefore Bank lending in rural areas can also be considered to have been
poverty focused. Nevertheless, lending for rural development appears to lack the focus found in
other sectors. Many obstacles to improving labor productivity in rura areasrelate to policy
issues (see para. 1.11) and areas for future focus might be on policies that promote land markets,
greater freedom of crop selection, and alevel playing field for private rural enterprises.

2.13 Only one of the rura projects, Agricultural Rehabilitation (FY 94), has closed, with
satisfactory outcomes on the three major components (rural finance, support for livestock
extension and farmer training, and rubber rehabilitation). Thislatter component included
building state owned rubber factories, however, which isinconsistent with the Bank’s strategy
and policy advi ceThe Rural Finance Project (FY 96) is proceeding well, in the sense that the
financial and manageria performance of participating financia institutions have improved,
disbursements are going well; and reimbursements of sub-loans are exceptionally high at 98
percent. Over 75 percent of the funds disbursed have been for short term loans, however,
compared to 50 percent expected at appraisal, due to interest rate caps on medium term loans;
this may change in the near future, with arecent increase in margins allowed on medium term
loans. But given the limited success on policy dialogue over approaches to reaching the poorer
farmers through rural credit; the Government’ s non-market approach to interest rate policy; the
support for broader financial sector reforms that are being pursued under the PRSC; and the fact
that ADB is continuing to support rura finance, the rel evanc&iand the priority of continued Bank
support for rural finance in the immediate future is not clear.

2.14 The Bank has supported human resource development through four operations between
FY 94 and 01, representing about 10 percent of total commitments. In education, the Bank
focused on country-wide improvements to primary and tertiary education, with other donors

¥ The Bank provided no further direct financing of state owned agricultural operations, although under the Rural
Finance Project up to 5 percent (or US$5.5 m) of the loan amount can be on-lent to small and medium rural SOEs.
Thereis no evidence that funds have been on-lent to SOEs, although fungibility of fundsimpliesthat the Rural
Finance Project allowed more resources to be available to finance rural SOEs than would have otherwise been the
case. One Government official did not agree that this support is inconsistent with Bank policy advice.

18 Several Government officials thought that the Rural Finance Project is indeed meeting its development objectives
and asserted that it is reaching poor farmers.
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covering secondary and vocational education. Two health projects were approved in FY 96, one
focusing on family planning and family health care and one on primary health care, targeting
widespread diseases such as malaria and tuberculosis. With the possible exception of the higher
education project, all of these operations were consistent with a focus on aleviating poverty and
drew heavily on economic and sector work for their scope and design. In addition, there was
consistent emphasis on including ethnic minorities as beneficiaries to these as well as
infrastructure projects. All four of the projects appear to be proceeding well and are likely to
achieve most of their objectives. One problem that has been noted during supervision, however,
isthe relatively poor quality of rural infrastructure and the lack of adequate maintenance. In
both the education and health sectors, however, the Bank and Government have yet to reach
agreement on the strategy, scope, and design of future Bank assistance.

2.15 Interms of support for thematic issues, such as private sector development and
governance, most of the assistance has been in the form of analytic work, policy advice, and
technical assistance (except for lending in agriculture, oriented toward private smallholders),
discussed below. Inlending, the Bank missed opportunities to support private sector
development more pro-actively in the context of contract awards under its projects, particularly
for infrastructure development. By failing to address sooner the constraints to full participation
by private r contractors, the Bank has allowed SOEs to continue to dominate on an unlevel
playing field."*The Rural Transport Il Project (FY 00) is making provision to promote greater
participation by private contractors through training and undertaking an analysis of constraintsto
these private companies. This approach could have been used sooner in projects that involve
local, small contracts.

2.16 On gender, disparities are generally small in Vietnam and have been decreasing. Partly as
aresult of this, the Bank’ s approach to project design has been mostly gender-neutral, with the
important exceptions of the two health projects, the textbook component in the primary
education project, and most recently, the PRSC. The PRSC isthe first adjustment operation in
the Bank to consider explicitly the gender implications of public sector downsizing and to
propose a design of severance packages to reduce gender bias. A recent OED review of gender
in Vietnam gave positive ratings to bot%utcom&c and impact of Bank assistance, mainly due to
pro-active local implementing agencies.

2.17 The environment has had arelatively high profile, in both lending and non-lending
assistance: early sector work identified critical issues and strategies in environment, which has
fed into both further analytic work at the sector level (water resources, rural, urban reviews) and
in the design of projects. Over half of the active projectsin the portfolio have environmental
assessments, and two projects are dedicated to priority areas, Forest Protection and Rural
Development (FY 98) and Coastal Wetlands Protection and Development (FY 00), both of which
also have a strong focus on local participation to enhance ownership.

2.18 A sdlient feature of the lending program has been the extent to which projectsin Vietnam
have touched on safeguard issues. 20 of the 23 active operations (as of end FY 01), more than 85
percent, require compliance with at |east one of the safeguard policies and most require

19 Contracts were won by SOEs directly under the responsibility of agencies awarding the bids, which isinconsistent
with Bank procurement guidelines. The Bank and Government have agreed that after an interim period during
which selective exceptions will be made, this practice is to be discontinued by January 2003.

% «Gender Dimension of Bank Assistance: An Evaluation of Results’, OED draft, April 2001.
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compliance with more than one (see Annex 2, Table 9b for list of safeguards relevant to active
projects). These include mainly environmental assessments, indigenous peoples, and involuntary
resettlement. Thisis high even for the East Asiaand Pacific (EAP) Region; in Philippines and
Indonesia, for exlizaH1pI e, only 69 and 45 percent of active projects, respectively, touch on
safeguard issues.“~ Thus excessive risk aversion by country managers, common elsewhere in the
Bank, has not been a feature of the Vietham country assistance strategy.

2.19 Of course, compliance with safeguard policies could be improved and this may best be
achieved through country dialogue rather than project-by-project. A country based agreement on
national policies and institutions would facilitate project implementation. On environmental
assessments, public disclosure and consultation processes could be better and the independence
of consultants carrying out the assessments needs to be ensured. Involuntary resettlement has
been complex and has run into a number of implementation problems, including differencesin
approach between the Bank and Vietnam (see next paragraph).

2.20 The Bank’sinvoluntary resettlement guidelines are different from those in Vietnam. First,
and most important, there are philosophical differences on the conditions under which affected
people should be compensated. The Government is legally the owner of land in Vietnam and as
such, can choose not to reimburse affected people who may have been using the land. Second,
the Bank’ s guidelines do not distinguish between legal and illegal occupants in terms of who
benefits from compensation, while the Government is reluctant to compensate illegal settlers.
Third, the basis for calculating compensation amountsis different. The Government has a grid
for different types of land in different locations, but the Bank stipulates that the amounts should
be determined on a case-by-case basis, using a notion of market value. Finally, recourse for
settling disputes by affected peopleis different: Government prefers a unilateral approach, but
the Bank has insisted that affected persons be consulted and have the right to appeal offers of
compensation up through local, district, and provincial levels. Adaptation by local government
officials and local project management units to the Bank’ s guidelines has taken time.

2.21 In spite of the systematic use of independent monitoring agencies for resettlement,
monitoring across large areas involving up to tens of thousands of people has proved to be
complex and difficult. Under the first Highway Rehabilitation Project, for example, misuse of
funds was discovered; the Government is in the process of rectifying the problem. Bank
supervision missions have identified numerous problems of non-compliance with Bank
guidelines on resettlement, and as of end-FY 01, progress on resettlement was rated
unsatisfactory in over athird of the projects where it wasrelevant. In FY 01 the Bank carried out
a Transport sector thematic resettlement review to address the issues and make recommendations
for improved implementation.

2.22 The outcome of closed operationsis very positive. Asof end FY 01, five projects had
closed, Implementation Completion Reports were available for al of them, and an OED audit for
one of them. All (100 percent) had satisfactory outcomes, with 94 percent likely sustainability
and 84 percent substantial institutional impact, comparing very favorably to Regional and Bank-
wide averages (Annex 2, Table 10 has figures through FY 99).

2 Regional staff have noted that thisis due to a particularly conscientious approach by the staff working on
Vietnam, rather than to the nature of the projects themselves.



11

2.23 Portfolio at risk figures have jumped around in the past three years: In FY 98,
commitments at risk were as high as 39 percent, morein line with “new” borrowers (most
borrowersin the ECA Region, for example, started borrowing from the Bank around the same
time as Vietnam, and ECA average portfolio at risk has also been around 37 percent of
commitments), but at the end of FY 01, the portfolio at risk had come down to about 6 percent of
commitments and 8 percent by number of projects, figures which are comparable to those of the
EAP Region and somewhat better than Bankwide averages. The fifth Country Portfolio
Performance Review, carried out jointly with Japan’s JBIC and the ADB in early FY 02,
examined problems with procurement and low dlsbursement rates (declining in the past four

years and below 12 percent in FY 00 and 01,

recommended selective project restructuri ngE !

2.24 The Bank and Vietnam have moved beyond the relatively straightforward stage of
rehabilitating major infrastructure to addressing more difficult issues of structural changesin the
economy, macro-economic, sector, and sub-sector policies, and institutional changes.
Differences in fundamental approaches and objectives, sequencing and phasing of reforms, and
pacing of institutional changes are emerging. The Bank will be challenged in future lending

strategies and implementation of assistance with selecting areas, in consultation with the wide
array of partners, where it can make a difference.

I mplementation of the strategies: Analytic and Advisory Services

2.25 Although afew studies proposed.ifTstrategy docurments were ot carrred-out or detayed
well beyond the time frame envisaged [ lrer-ending-astivities stane-out-on-a-Aumber-ef-coumts.
First, they began well before lending (para. 2.1) and targeted priority sectors. Second, the Bank
carried out arelatively large amount of ESW, which isimportant in the case of a new borrower.
Out of total expenditure over the period FY 90-99 on lending, supervision, and ESW, 26 percent
was spent on ESW, which is high compared to Regional and Bank-wide averages (18 percent for
both). Finally, there has been wide dissemination, within Vietnam and among the donor
community.

2.26 From the outset, there was a focus on poverty analysis. Technica assistance was provided
to the Vietnamese statistical officeto carry out aViet Nam Living Standards Survey (VLSS) and
to analyze the resultsin terms of poverty mapping. The 1995 Poverty Assessment which drew
on the VLSS not only provided a good baseline for monitoring the impact of economic
development on poverty, but also covered relevant policy issues in public finance, such as
intergovernmental fiscal relations, and targeting infrastructure investments and provision of
socia services. Thiswork was followed five years later by a second VLSS and another poverty
assessment. The economic work on poverty is considered best practice (Box 4.1, page 23).

2.27 In addition, the work on poverty served to orient the thrust of the lending program.
Analysis showed that a combination of broad based growth and investmentsin rural

22 Several task managers expressed the view that implementation issues have had low priority for management, a
view reinforced by the unfilled vacancy of the position of Portfolio Manager in the Resident Mission for over two
years.

% Examples: An Agricultural Marketing Study proposed in the 1993 CSP was not done; a study to be undertaken
with IFC on Private Participation in Infrastructure proposed in the 1994 CAS was done only in FY 00; and a Private
Sector Assessment with IFC proposed in the 1998 CAS for FY 00 was delayed because similar work was done by the
MPDF; the assessment is how planned for FY 02.
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infrastructure and better targeting of social services were important factors in aleviating poverty.
The Bank’s lending program has thus become increasingly focused in these areas, although the
design of investment projectsin rural areas have not been consistently based on poverty analysis
(para. 2.09). Sector analysis also underpinned Bank involvement in all the sectorsin which it
has had lending operations and informed to alarge extent the scope and design of those projects
(alist of ESW, now called Analytic and Advisory Activities, isin Annex 2, Table 12).

2.28 A second mgjor theme of ESW has been structural reforms needed for the transition to a
mar ket economy and to enhance private sector development. Most reports emphasized the
importance of promoting appropriate roles for private participantsin all sectors of the economy,
examined constraints to increasing their participation, and recommended policies to address
these constraints. Issues covered included: land use rights and title registration; mortgage rights;
accelerating SOE reforms; banking sector reforms; import tariff and other trade reforms; private
provision of infrastructure. The Bank has also helped to provide substantial technical assistance,
often financed through grants (UNDP, PHRD, IDF, ASEM), for: improving the legal
environment, such as the new Enterprise Law passed in early 2000 (to which IFC’'s Mekong
Project Development Facility, MPDF, also contributed) and anew law and decrees on private
participation in petroleum; a pilot privatization program for SOEs in the early 1990s; devel oping
a comprehensive strategy for banking reform and strengthening banking supervision by the State
Bank of Vietnam. The Bank and IFC were instrumental in establishing a Private Sector
Advisory Group of government officials and private sector representatives in the mid-1990s and
in facilitating the inclusion of the Private Sector Forum (now called the Business Forum) in the
CG process (Box 2.1).

Box 2.1 Business Forum: innovative and cost effective policy dialogue

Initiated by the Bank and IFC in 1998, the Business Forum has become an important vehicle for on-going dialogue
between the Government and the private sector; it is now managed by the IFC. Initially comprised of foreign
investors, the Forum gradually drew in domestic entrepreneurs. An important initiative has been to include the
Forumin the CG meetings, whereit is chaired jointly by the Ministry of Planning and Investments, the Bank, and
the IFC, and where it can discuss in an open forum the constraints and issues faced by the private sector. Although
the dynamics with Government have not always been smooth, the presence of the Forum at the CG meetings has a
number of benefits, including more open discussion and donor backing. Because of the high degree of pro-bono

involvement by the private sector, thisfo focuson
policy issues affecting private investors.

2.29 Oninstitutional issues, the Bank has provided or administered alarge number of grants,
including thirteen Institutional Development Funds (IDFs) as well as an equal number of
bilateral grants providing technical assistance. Between FY 90 and FY 01, the total amount of
Bank-administered grants, including PHRD grants for project preparation, was $46.3 million.
Recent reviews of the grant portfolio, including several audits by the Bank’s Internal Auditing
Department, indicate that the support for institutional development has had mixed results. In
general, support for improving capacity building in public procurement and project management
has been successful, including the adoption of improved procurement procedures and training in
procurement. By contrast, an IDF grant for development of Government accounting was
considered less successful.

2 One official thought this assessment was too positive: Government is now seeking to make the Forum more
effective and constructive.
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2.30 More recent non-lending assistance has been provided for addressing governance issuesin
public sector management, transparency, and corruption. These include a joint effort with the
IMF on helping the Government to publish its budget and producing ajoint report on fiscal
transparency (FY 99); carrying out a participatory Public Expenditure Review (PER, FY0L1) in
close consultation with Government and other donors, an important first step in introducing
greater transparency and improving management of expenditures; a practical handbook for
project managers, ministries, and donors, caled “Combating Corruption”; and a country
financial accountability analysis (FY01). Finally, the Bank has been pro-active and innovative in
bringing representatives of NGOs and mass organizations into the process of carrying out
analytic work as well asinto dialogue with government on policy concerns. This also helpsto
make government more accountable to a wider range of constituents.

2.31 Analytic work gets high marks for strategic relevance, timeliness, internal quality,
consistency of themes across sectors, and wide dissemination: reports were translated into
Vietnamese, discussed with government officials, and often the subject of workshops at various
levels throughout the government and country. Other Government partners (donors, business
community, NGOs, researchers) also benefited from the analysis. The work strengthened the
dialogue with Government and has been greatly appreciated by Vietnamese officials (Box 2.2).

Box 2.2 Theviews of the Borrower

Officials have consistently appreciated the Bank’ s non-lending services even in the years when it was not
accompanied by credits. Government officialsinterviewed by OED expressed virtually universal appreciation for
and interest in the Bank’ s analytic work. Although they didn’t always agree with the policy recommendations,
officials (and most donors) consistently commented on the high quality of the analysis. One Vice Minister in
particular spoke at length about the report Advancing Rural Development: Vision to Action (1998), discussing
specific recommendations and what measures the Ministry was taking in these areas.  Some officials had
suggestions for improving dissemination (shorter/longer executive summaries, depending on the audience), and
most thought that policy recommendations were considered seriously by decision makers. The reports were quickly
copied and sold in street kiosks, the price varying inversely with their vintage (older reports, lower price);
independent economic analysis was sufficiently scarce yet in demand that it had a market value.

In addition, almost every officia interviewed, both in the initial round of meetings and again during the mission to
discuss comments on this report, expressed and reiterated appreciation for Bank assistance in donor coordination
and, in particular, with help in preparing the CG meetings. They noted the challenge of such coordination, both
because of the number of donors and the differing views among them.

On lending, the views were positive, although with some caveats: some officials thought that there had been an
appropriate balance of projects, although others expressed the view that there should have been from the outset
greater focus on the social sectors. Severa officials also brought up difficulties with Bank procedures, such asin
procurement and safeguard policies, noting that these were not consistent with Vietnam'’ sinternal procedures and
policies and that the Bank was not sufficiently flexible in their application; several thought the Bank should
harmonize its procedures with those of Vietnam. In addition, officials noted that the issue of Bank proceduresis
magnified by virtue of the large number of donors active in Vietnam, each with different procedures. On the other
hand, several officials noted with satisfaction that the introduction of competitive bidding in procurement had
brought down their costs of construction and officials noted their appreciation to the Bank for helping Government
to realize these savings.

There was wide praise for the work of the Resident Mission (which has some 60-80 staff, depending on whether IFC
staff are included), which is generally seen asresponsive, professionally capable, and effective, providing strong
leadership in the donor community.
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Aid coordination

2.32 From the outset, the Bank focused on the need for strong aid coordination and cultivating
partnerships. In the pre-lending years, the Bank and UNDP worked closely together, with Bank
executing a number of UNDP financed projects. In addition, the Bank took the lead in preparing
Vietnam for its first donor meeting in 1993 and the first Consultative Group meeting in 1994.

Vietnamese officials interviewed expressed particular appreciation to the Bank foftfiiSToIE,

especialy as Vietnam was new to dealing with multiple foreign donors (Box 2.3) f°

Box 2.3 Partner ships/CDF

Determining long term objectives has shown progress, although more remainsto be done. In April 2001,
Government presented an I nterim Poverty Reduction Strategy Paper (1-PRSP), which provides a medium term
framework (initially seen as a Bank requirement, it became a useful input into the Government’ s ten year strategy
written entirely in Vietnamese and discussed extensively with the donor community). The Ninth Party Congress has
approved the ten year strategy on socio-economic development as well and five year plans; to become operational,
these strategies will require further analysis than now exists of how policies will trandate into outcomes and impact
and greater transparency in tracking public expenditures.

On ownership, the Government and the Communist Party are firmly in control of the development program and
accept only those investment projects, technical assistance, and adjustment loans that fit with their own priorities.
On the other hand, the notion of an inclusive ownership, encompassing civil society and private sector voices, is not
yet well accepted. Local NGOs, for example, are not officially sanctioned, and there was initial friction with
Government when the Bank sought to establish a civil society forum as an associated event with the CG meetings,
which would include local NGOs. Government had also expressed reservations about the Business Forum.

Partnership among the Government and donors appears to be well accepted in principle, although problems have
emerged in practice. Transaction costs for most donors and NGOs are high: among donors, only the Bank has a
sizeable Resident Mission and is therefore much better equipped in staff and expertise to participate in the various
working groups and to lead several of them. Even donors supportive of the new partnerships have had trouble
finding the resources to participate actively.

Second, the extent to which donors and/or governments have agreed on sectoral objectives, policies, and investment
programs varies considerably among sectors. For example, some of the donors have disagreed among themselves
on policiesin health, although the process of analyzing and discussing together has brought these differencesinto
the open. Thisis preferable to giving conflicting messages and working at cross-purposes. In the energy sector, by
contrast, an important benefit of the partnership approach has been to allow Government to develop its own plans
with greater realism: it became clear that donors had limited interest in continuing to finance thermal power, for
example, and that therefore the private sector would have to play an increasingly important role in financing the
needs.

A third issue is that partnershipsinvolve letting other donors lead in many sectors, even if the pace, timing, and
content is not what the Bank would prefer. In the last half of 2000, for example, some donors thought that the Bank,
pressured by headquarters, was pushing for results too fast. In Vietnam, consensusisimportant but takes time,
particularly if it involves policy decisions or institutional changes.

Accountability and monitoring is still a mixed picture: the VLSS and participatory poverty assessments provide
benchmarks for tracking the evolution of poverty, income equality, and some socia indicators, although further
efforts will be necessary for monitoring specific indicators. By contrast, information on public expenditures of line
ministries remains opague and transparency and accountability of public sector management are still issues.

% An exception to this was the relationship between the Bank and IMF, which was at times strained in the early
years. Although IMF staff did not agree with this assessment, an external review of the IMF s ESAF found that in
the case of Vietnam, there were conflicts between staff of the two institutions over policy recommendations. The
situation hasimproved considerably in more recent years, with close cooperation in the preparation of the more
recent adjustment operations. (Source: IMF, 1998).
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2.33 Some six months before Vietnam was selected as a pilot for the Comprehensive
Development Framework (CDF), donors and the Government had begun closer explicit
partnerships: sector working groups had been formed to exchange information, discuss issues,
and work out common approaches. Thus, there was already a spirit and intent to work along the
lines of the four pillars of the CDF (ownership, partnership, long-term/holistic vision,
monitorable results). Progress has been good. The CDF Secretariat, in severa reports on
country experience (September 2000) and emerging issues (August 2001), noted that Vietnam
had particularly good performance on long term vision and strategy, although details of that
vision still need articulation; had made considerable progress on broadening consultations with
stakeholders to enhance country ownership; and had improved partnerships and coordination
among donors. Vietnam was cited as one of the few pilot CDF countries to have actively sought
to include public-private sector dialogue through its Business Forum (Box 2.1). The least

devel oped aspect was putting in place necessary information systems to measure devel opment
results (see Box 2.3). In November 2000, with extensive input from sector working groups, the
Bank, ADB, and UNDP jointly produced a major economic report (in three volumes) which
reviews the Government’ s ten year development strategy and donor efforts in each of six major
areas. Some Bank staff have reported that the new approach, although involving higher
transaction costs, has made a difference in both their own strategy for future assistance as well as
the Government’s. Further progress may require changes in the policies and delivery practices
of individual donors.

Other Bank Group activities: |FC and MIGA

2.34 In addition to the lending and investments of the Bank, IFC has been active in Vietnam
(see Box 2.4 for excerpt from OEG’ s evaluation of IFC activities), as has MIGA. Since 1995,
MIGA has put in place five guarantees for atotal liability of US $61 million, mobilizing foreign
direct investments in banking, export coffee processing, power plants, and telecommunications,
the total FDI mobilized has been US$460 million. 1n 1997, the MPDF was established, an IFC
managed and donor funded initiative supporting the development of local SMEs and the enabling
environment in which they operate in Vietnam, Cambodia and Laos.

Box 2.4 An OEG evaluation of IFC’sprogram and performancein Vietham

Overall conclusion of OEG report

IFC’s efforts have been relevant and significant in Vietnam. Outcomes have been mixed but mostly disappointing:
despite a strong IFC effort, the development and investment outcomes of investment operations have been sub-
standard, the country has not made progress in improving its poor investment climate, and to date and on present
outlook, IFC's Vietnam operations will continue to require a significant cross-subsidy from profits generated in
other countries, raising the question of sustainability of past activity levels relative to opportunity costs.

Lessons and recommendations

Based on IFC’ s experiences in Vietnam, the OEG eval uation provides a range of lessons and recommendations on
issuesincluding: IFC’s strategy and execution in unfavorable and distorted business environments; investment
structuring and preparation; advisory efforts; location of |FC staff resources; and IFC/World Bank collaboration on
PSD. These are discussed in section VI of the main OEG report.

Source: Taken from OEG Vietnam Country Impact Review, executive summary, attached as Annex 1 to this report
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3. PROGRESSON DEVELOPMENT OBJECTIVES

Introduction

3.1 Therelevance, efficacy, and efficiency of the Bank’s assistance is summarized in the
following chapter. This chapter reviews in more detail the progress over the past decade in terms
of each of the major objectives established by the Bank’s assistance strategy. These include: (i)
mai ntai ning macroeconomic stabilization and strengthening macroeconomic management;

(i) transition to a market economy, which included private sector development, SOE reforms,
and financial sector reforms; (iii) infrastructure development; (iv) poverty alleviation, which
included support to human development; and (v) environmental protection. More recently, an
additional objective has been improving public administration, transparency, and participation.

Outcomes on macr oeconomic stability and macr oeconomic management

3.2 Vietnam's economic performance since 1990 has been impressive, even by East Asian
standards, and growth has been strong (Chapter 1). The early success in combating inflation was
initially fragile, however. Prices came down from triple digitsin the late 1980s to around 5
percent by 1993, and accelerated again to 17 percent by 1995, in spite of tight monetary policy.
This was thought to be primarily due to a supply shock which caused the price of staples (mainly
rice) to increase. But continued prudent monetary and fiscal management enabled the authorities
to bring down inflation to single digits for the remainder of the decade, while maintaining low
levels of debt and debt service.

3.3 Government’s historically prudent fiscal management, with small budget deficits (typically
less than 1 percent of GDP), may prove to be overly prudent and difficult to sustain in the future.
Revenues have decreased as a proportion of GDP, due mainly to the Asian crisis, while spending
pressures have increased, driven in part by a 25 percent increasein civil service wages. Further
increases in wages are anticipated, the full costs of SOE and banking reform are not yet known
but are likely to be substantial, and increases in expenditures on operations and mai ntenance of
infrastructure are needed. Outcomes on macroeconomic management have been highly
satisfactory to date, but pressures on fiscal sustainability are mounting. Without increased
revenues, civil service downsizing, and further reforms to address medium term planning,
monitoring fiscal risks and expenditures, and prioritizing expenditures, such positive outcomes
may not be sustainable in the future.

Transition to a market economy

3.4 Progress on structural changesis more mixed. External trade has evolved from a system
of extensive controls of virtually all imports and exports to one of selective tariff and non-tariff
protection for selected (albeit numerous) imports (such as cement, fertilizer, sugar, steel,
motorcycles) which represented about 24 percent of importsin 1999. Vietnam signed a bilateral
trade agreement with the United States in mid-2000 and has announced its intention to honor
commitments under the ASEAN Free Trade Agreement, which involve reduction of tariffs, and
liberalization of foreign investment and foreign entry into the service sector.

3.5 Since the beginning of the decade, the legal environment has improved for both domestic
and foreign investors. FDI has been encouraged through tax and other incentives, but has been
mainly in joint ventures with SOEs and oriented toward the capital intensive, import substituting
industries. In early 2000 a New Enterprise Law was passed that reduced significantly the
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number of licenses required (in about 150 subsectors) and over the following 18 months, some
20,000 enterprises were registered (some of which were probably existing enterprises that opted
to become formally recognized), practically doubling the total number of registered enterprises.
Neverthel ess, implementation of new lawsis uneven, particularly at provincial and district
levels. The agendafor encouraging private sector development remains substantial.

3.6 SOE reforms over the decade have included more autonomy for the firms, ending state
subsi dles and I|qU|dat| ng unprofitable ones. As of end-1999, about 5,300 SOEs remained,
(compared to 12,000 SOEs producing 24 percent of GDP in

: : owever, SOE reforms have been slow, many still dominate import-
substituti ng mdustrl& enj oy ahigh leve of protection, and preferential access to resources
(land, credit, export quotas), thereby crowding out competition from the private sector. After
considerable internal debate, the Government has recently reached a consensus on accel erating
SOE reform with a program to equitize (sell more than 65 percent of shares in) about 900 SOEs
in the next three years (representing about 9 percent of employment in SOESs and 6 percent of
total SOE debt) and to restructure about 250 others. This program of reformsis supported by
both the IMF and the Bank. Although the program may signal a renewed commitment to level
the playing field with the private sector, other SOESs are continuing to make substantial new
investments, such asin fertilizer plants, pulp-paper mills, and steel production. In addition, the
sale of Government shares in some SOEs is to employees; experience in other transitional
countries suggests that this may lead to little effective restructuring or increased efficiency and
continued preferential accessto resources. On balance, it is unclear whether the SOE reforms
will create atruly level playing field with the private sector.

3.7 Reformsinthe financial sector over the decade consisted of developing atwo tier banking
system, alowing private investmentsin joint-stock banks, and strengthening prudential
regulations. By the end of the decade, however, the sector remained dominated by state owned
commercia banks (SOCB) that were inadequately supervised and had weak portfolios, duein
part to outstanding credit to the SOEs, and troubled joint-stock banks. The Government has
recently agreed to undertake a reform program, supported by the IMF and the Bank, to
strengthen prudential regulations and banking supervision, to address weaknesses in the joint
stock banks, to require international audits of the SOCBs, and to restructure and recapitalize
them.

Improvementsin infrastructure

3.8 Thedecade of the 1990s witnessed substantial expansion in infrastructure services. The
proportion of paved roads doubled; freight carried on roads and railways more than doubled; and
use of inland waterways and coastal shipping aso grew dramatically. The increased freight
service facilitated economic growth and international trade. Investment needs for the future are
still enormous and maintenance should be better funded and managed. Electricity generation
tripled over the decade and access to electricity grew from 48 percent of households to about 75
percent. Transmission and distribution losses have decreased over the decade, but remain high

% The reduced numbers of SOEsis somewhat misleading, as many were merged and consolidated into holding
companies. In addition, many liquidated SOEs were already moribund, so the impact of these reforms on the SOE
contribution to GDP was probably negligible. A more recent estimate placed the number of SOEs at 5,900,
suggesting that new ones are being set up, or are being spun off from existing ones. Sources. for 1989, CEM, 1992,
p. 76; for 1999, World Bank, ADB, UNDP, Partnerships for Development, November 2000, p. 35.
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relative to comparator countries (Annex 2, Table 5). To meet growing demand for electricity,
which is expected to triple within the next decade, it is critical to attract private investors, yet
tariffs are still below long run marginal cost, affecting the ability to attract private funds. Access
to clean water supply and to sanitation has increased, but remains at modest levels.

Poverty alleviation and human development

3.9 Poverty has decreased dramatically from an estimated 58 percent in 1993 to 37 percent in
1998, aremarkable accomplishment. Most of the traditional social indicators (infant, child, and
maternal mortality; life expectancy; literacy) have continued to improve from already high
levels, and small gender gaps have narrowed further. In health, one notable shift has been the
sharp drop in the proportion of deaths from communicable diseases, due in part to successful
public health programs. Vietham remains far ahead of most low-income countries in these areas
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(Figures 3.1-3.2 and Annex 2, Tables 3-4). The country has also made progress in meeting the
International Development Goal S(AATNexX 2, Tabie 6), arthough not attof these defimed goals fit
with definitions used in VietnamfINevertheless—eoneernsremain—many-heusehelds remain
close to the poverty line and are vulnerable to falling back into poverty from family sickness or
natural disasters (drought, floods). The quality of education is an issue — primary schooling
averages 500 hours per year, which is one half the international average, and the curriculum
content and style of learning is outdated. Child malnutrition remains stubbornly high at some 35
percent, worse than in comparator countries. And although the fatality rates from communicable
diseases have decreased, the incidence of infectious diseases such as dengue fever, tuberculosis
and HIV/AIDsisontherise.

Environmental protection

3.10 Asrecently as 1990 the Government had virtually no explicit environmental policiesin
place, but since then, has passed alaw on environmental protection (1994); established relevant
ingtitutions, such as the National Environmental Agency; reached a consensus on a National
Strategy for Environmental Protection; adopted a Five Million Hectare Reforestation Program;
and is developing an environmental action plan in order to mainstream environmental concerns
into the planning cycle of other ministries. Due to reforestation, forest coverage has actually
increased from 26 percent in 1990 to 29 percent in 1999 and the annual rate of deforestation has
decreased to about half of what it was in the 1970-1995 period. Implementation of regulations
and effective control and enforcement of pollution standards have been weak, however, and at

%" For example, the IDG for education is the primary school enrollment rate, which is high in Vietnam, while the
quality of education is not captured by IDGs. The IDG for poverty is based on percent of the population living on
less than two dollars per day, while Vietnam measures poverty based on the income level needed to cover basic
needs.
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present environmental institutional capacity at all levels needs strengthening to address both rural
and urban environmental issues.

I mproving public administration, transparency, and participation

3.11 Some progress has been made related to governance. In terms of public administrative
reform (PAR), the Government officially launched a PAR program in 1995 and since then, new
legislation on civil servants was passed in 1998, procedures simplified, and some ministries
restructured. A donor-supported governmental PAR review proposed a series of future reforms.
In terms of transparency, the state budget was published for the first timein 1999, albeit in very
summary form; government’s financial statistics are now published in the IMF s Statistical

Y earbook; and the PER led to the formulation of a program of further reforms to enhance
monitoring of actual expenditures and improving public accountability. In terms of
participation, Government has made efforts in recent years to increase communication with civic
society. 1n 1998, the Regulation of the Exercise of Democracy in Communes (the Grassroots
Democracy decree) was passed, to provide alegal basis for community participation in local
matters. But much remains to be done; Government has made it a priority to fight corruption,
but the outstanding agendais large, and a clear strategy with key reforms and benchmarks for
monitoring remains to be defined.

4. ATTRIBUTION AND RATINGS

4.1 To what extent has Bank assistance contributed to these outcomes? First, Vietnam's
excellent economic performance was the result of a combination of factors. dramatic reforms
introduced at the end of the 1980s, continued reforms into the early 1990s; the country’s ability
to produce a supply response from the policy changes; and Vietnam’ s proximity and access to
booming Asian economies, which provided, at least until the crisisin 1997, markets and sources
of foreign direct investments. Vietnam’s strong macroeconomic record throughout the 1990s
can thus be attributed to a combination of exogenous and endogenous factors, including good
macroeconomic policies.

4.2 Theinitial dramatic reforms occurred before the Bank was present. Decisions were taken
in 1988/89 (with advice from the IMF) to align the exchange rate with the parallel rate, control
monetary expansion, liberalize the trade regime, decollectivize agriculture, liberalize prices and
marketing, decentralize decision making for SOEs, and pass laws allowing foreign investments.
In fact, at the end of ther1980s Bank missiomwere carried oty to learn about the scope and
impact of the reformsf®

4.3 For therest of the 1990s, as the debate within Vietnam grew stronger over continued
reforms, it islikely that the Bank’ s relatively intense advice, seminars, workshops, analytic work,
and discussions had a positive impact on decision-makers to maintain fiscal discipline and carry
out further tax and trade reforms, devaluations of the exchange rate, interest rate reforms, and
some pilot SOE reforms. The 1997 Asian crisis was a serious (and hopefully temporary) setback
for reformersin Vietnam, as enthusiasm for the Asian miracle in general, and the Korean model
of chaebol conglomerates in particular, evaporated; the calamitous experience of Indonesia and
Thailand served as a cautionary tale to those promoting more liberalized trade and exchange rate

% This sequencing in assistance was not a deliberate decision to wait until good policies were in place, but rather the
result of political concerns of major shareholders.
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liberalization. The Bank stayed involved and continued to work with authorities. The recent
renewed momentum on reform measures is, in part, attributable to the Bank’ s persistence.

4.4 The Bank has contributed to continued growth, poverty reduction, and institutional
developments through sectoral involvementsin several ways. Together with other donors, for
example, highway rehabilitation and urban development (water and sanitation) helped improve
the condition and access to economic infrastructure. In the energy sector, the increased access to
electricity was partially due to the successful power projects. The Bank’sinvolvement in the
power sector has also helped to: develop anational rural electrification master plan,
strengthened the institutional capacities of the power companies responsible for distribution and
of the Electricity of Vietnam; and helped to improve the planning and efficiency of the power
supply system. Although it has taken some years for Government to conclude negotiations for
private participation in the energy sector, the Bank’ sinvolvement, through lending, technical
assistance, and facilitation of grant facilities, has paved the way for private participation in the
sector. In health, the Bank helped to re-establish the commune-level health service delivery,
which has carried out immunization programs that have successfully reduced mortality rates
from infectious diseases and improved family planning and maternal care.

45 Theearly poverty assessment fed into the development of Vietnam’s Gender Strategy and
the second poverty assessment is contributing toward the articulation of a Poverty Reduction
Strategy. Technical assistance helped to focus Government on the critical importance of
environmental issues. And the Bank’s public positions on the importance of improved public
sector management, addressing corruption, transparency, and wider ownership are helping to
give prominence to these issues. Finally, the introduction of international competitive bidding to
Vietnam, a new concept to the country in the early 1990s, quickly bore fruit: the country
adopted competitive bidding as a principle, saving considerable costs in the process.

4.6 Nevertheless, the Bank portfolio is very young: only three investment projects have
closed, and most Bank operations have begun implementation within the last four years. Itis
early to expect substantial outcomes, even at a sectora level, from these various efforts.
Vietnam is one of the largest Bank clients, and al of ODA, for example, represents only about 4
percent of GNP, with the Bank about one-sixth of this. The extent to which the impact of Bank-
financed investment projects will be felt at anational level will depend on whether the
approaches, strategies, and policies applied under one project are replicated elsewhere in the
country, that is, the extent to which there isinstitutional development impact. Thisin turn will
depend in part on whether increased partnerships now being forged among donors, Government,
NGOs, and other actors will result in consensus about and application of these approaches on a
broad scale. The Bank’s efforts at partnerships and forging long-term visions and strategy are
moving in the right direction, but it is too soon to see substantial impact.

Counterfactuals

4.7 What would have happened in Vietnam if the Bank had been absent? Unlike other
transition economies, the Bank started lending too late to have a signaling effect — most of the
bigger donors were aready lending or had explicit plansto lend to Vietnam (Japan, ADB, and
many European countries); and foreign investors started arriving as early as 1992. On the other
hand, after the first wave of dramatic reforms of the late 1980s and 1990s, Vietnam's reform
pace faltered. The Bank’s efforts to provide continuous policy advice and examples of
international experience helped decision makers to avoid halting or backsliding of reforms. The
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recent renewed program of reformsis due in part to substantial Bank non-lending support for
analytic work to underpin them.

4.8 Would outcomes have been better if the Bank had pushed harder for structural changes,
taken a stronger position on the pace of reform, and been more aggressive in advocating alarger
role for the private sector? If the Bank had been more proactive within its own projects, for
example, in trying to remove obstacles to local private contractors, the domestic private sector
might be more vibrant today (para. 2.15). But as experience has shown in other countries,
pushing hard on reforms when the Government is not willing to undertake them is not likely to
succeed. In Vietnam, in particular, where decision-makers hold differing views, such an
approach could have been counterproductive. Overall, the Bank has struck an appropriate
balance by providing, through arange of instruments, consistent policy advice, covering awide
range of issues, including the importance of market forces and alarger role for the private sector,
appropriate targeting of public expenditures, as well asimproving governance, increasing
transparency, and addressing corruption. A more aggressive or intrusive approach is unlikely to
have caused Vietnam to move farther or faster in its reforms.

Ratings

4.9 Therating on outcome of Bank assistance is discussed in paras. 4.10-4.14 below. It
consists mainly of relevance of the strategies, efficacy, and efficiency of the products and
services. Itisdistinct from aconsideration of Bank performance, although there is some overlap
(relevance of the strategies and consistency of the assistance delivered with the strategies are part
of Bank performance, but other considerations are important as well, such as consistency with
corporate objectives). Bank assistance is one input into assessing outcomes. Borrower
performance, performance of other agencies such as donors, and exogenous factors (floods,
financial crises, civil unrest, etc.) are equally important factors. Bank performance is discussed
in para. 4.17 below, but not rated.

4.10 Relevance of the strategies was high. The strategies were al so consistent with Government
priorities. The Bank maintained its focus on structural reforms, even in the face of limited
progress, as well as on infrastructure rehabilitation and poverty alleviation, both of which were
priorities for Government. The lending program was consistent with the strategies. In addition,
the Bank has done a good job orienting investments toward those areas identified by sector work
and research as benefiting the poor.

4.11 On balance, the efficacy of the assistance has been positive. Outcomes on individual
operations are all considered satisfactory, although as reviewed in some detail in the previous
chapter, the Bank has been more successful on infrastructure and physical developments than on
supporting structural reforms, and has had some success in introducing institutional changes.

4.12 Efficiency. Depending on the measure used, cost of Bank assistance to Vietnam is average
or somewhat below average: over the FY 94-99 period, the average costs of lending, supervision,
and ESW per approved project were similar to the Bank-wide and IDA average. On the basis of
average costs per $1,000 of net commitment, Vietnam was relatively low cost: about 20 percent
less than the Bank average and about half of that for IDA countries. If these figures are adjusted
to take into account the “ benefit” side, or the cost per dollar commitment of satisfactory projects,
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then assistance to Vietnam looks quite efficient. Cost per $1,000 of commitment for satisfactory
and non-risky projects (closed operations rated satisfactory and non-risky active projects) in
Vietnam was about 35 percent lower than the Bank-widegverage, and onty apout onethirdof

the average for IDA countries (Annex 2, Tables 13a-c).f°

4.13 By contrast, the average elapsed time for lending to Vietnam is high. From project
concept document to Board approval, it was some 40 and 36 percent higher than Regional and
Bank-wide averages in the FY 94-00 period. In addition, the elapsed time for Vietnam'’s projects
shows no discernible trend, in contrast to the sharp downward trend for those of the Region and
the Bank (Annex 2, Table 13d). By FY 99 and FY 00 elapsed times were more than 80 percent
higher than Bank averages. This might be due to the impact of compliance with safeguards at
the project preparation stage, which has sometimes involved multiple resettlement action plans
and environmental assessments for different sub-project areas within asingle project. In
addition, project preparation hasinvolved arelatively high degree of participation and
consultation with local communities and district and provincia level ministries, and increasing
consultations with donors and other partners. A third explanation may relate to the nature of
decision-making in Vietnam, which requires consensus at various levels and across agencies,
given the complex bureaucracy, developing this consensus on project features may take longer
than in most countries. Elapsed time for IFC investments between internal 1FC sign off to
proceed to appraisal and commitment of fundsis 40 percent longer than in other Asian countries,
suggesting that there may be a country-specific factor at work.

4.14 Outcome isthe combination of relevance, efficacy, and efficiency of Bank lending and
non-lending assistance. Outcome of Bank assistance to Vietnam is considered satisfactory. The
strategies were highly relevant and timely and assi stance was generally consistent with the
strategies. In some important respects the assistance has achieved or is likely to achieveits
objectives: macro-economic management has been good and stability maintained; infrastructure
has been rehabilitated and expanded; poverty has decreased and social indicators have improved.
In other important respects the assistance has not achieved its objectives: the transitionto a
market economy has been neither as rapid nor as profound as had been expected at the beginning
of the period under review. Itisdifficult to argue that if the structural reforms had been more
profound or more rapidly undertaken, growth rates would have been higher or poverty lower, as
Vietnam has achieved one of the best records in the world on both of these scores. But looking
ahead, the momentum of growth and poverty reduction may slow down unless structural reforms
are accelerated and the environment for private sector development becomes more wel coming.
Thiswould help attract larger flows of private investment, achieve a better competitive position
for exporting, and secure stronger economic prospects for the future.

4.15 Sustainability isthe likelihood that the benefits of the assistance will be sustained over the
long term. In infrastructure, which has been an important focus of Bank assistance,
sustainability will depend on Vietnam'’s ability to operate and maintain the physical assets. This
is uncertain, because the record on operations and maintenance in the highway, rural roads,
irrigation, water, and sanitation sectorsis not strong. By contrast, policy changes and
institutional development impact in sectors such as power are likely to be sustained as Vietham
moves toward a market economy. The possibility of temporary reversals cannot be dismissed,

% This measure was still some 20 percent above the EAP Regional average, but East Asiais an outlier in terms of
overall efficiency (cost per dollar of satisfactory commitment) within the Bank.
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however, even asthe overall trend istoward greater liberalization, improved efficiency, and a
larger role for the private sector. Overall, sustainability israted as likely.

4.16 Ingtitutional development impact. As noted above, thisis mixed. There have been some
important successes, such as introducing competitive bidding; changing the policy on private
investorsin the energy sector which led eventually to their involvement in the sector; improved
operations of some agencies, such as Electricity of Vietnam and water agenciesin urban areas.
There have been efforts that have not been as successful so far, such asintroducing changesin
Vietnam'sinvoluntary resettlement policy. And there have been efforts that, until very recently,
had modest outcomes. SOE and banking reforms supported under the first adjustment operation
continued to be pursued through the provision of technical assistance, but there was little
progress for anumber of years. Recently, however, the Government renewed its commitment to
continuing them. Overall, institutional development impact is considered modest.

4.17 Bank performance. The Bank program in Vietnam has been very responsive to corporate
priorities and objectives. In many respects, the Bank’ s performance has been exemplary in its:
appropriate risk-taking in activities affected by safeguards; priority on partnership; focus on
inclusiveness of ethnic minorities as beneficiaries of Bank projects; efforts at participation, of the
private sector and local NGOs in donor conferences and strategy sessions. Decentralization of
the program to Hanoi, and the staffing of alarge field office, have been important elementsin
developing partnerships and improving participation. The quality of the services, both lending
and non-lending, has been high. The main weakness in the assistance has been its wide ranging
character, covering many sectors and sub-sectors. Aswith many Bank programs, lack of
selectivity islinked to internal and external pressures on the Bank to be present in most sectors.

Box 4.1 Good practice: focuson poverty, partner ships, and participation

In many respects, the Bank’s program in Vietnam follows corporate objectives closely. In particular, the
assistance strategy has from the outset focused consistently on poverty alleviation. The early sector work
analyzing poverty fed into the selection of projects aswell astheir design. In this sense, the assistance
program has unusually strong synergies between lending and non-lending. In addition, partnerships and
wide collaboration have been strong elements of the Bank’ s assistance, particularly in non-lending
services, thisis exemplified by the reports, “Private Solutions for Infrastructure” (published by a multi-
donor technical assistance facility in 1999); “ Growing Healthy: A Review of Vietnam's Health Sector”
(financed by four donors, with contributions from four other donors as well as NGOs and civic groups,
2001); “Vietnam 2010, Entering the 21% Century” (joint report by World Bank, ADB, and UNDP, peer
reviewed by representatives of abilateral donor and an NGO, 2000), and “Managing Public Resources
Better” (a participatory public expenditures review, 2000).

The economic report “ Attacking Poverty” (1999) was afollow up to the earlier poverty work and was
widely singled out for praise by many observers during the OED mission in September 2000. The report
drew on the results of the 1997/98 VLSS (para. 2.26), as well asin—-depth participatory poverty
assessments by NGOs. Asaresult of the work done on the report and the widespread sense of ownership
of the results, aworking group was established under the Ministry of Labor, Invalids, and Socia Affairs
(MOLISA) to develop a poverty reduction strategy. The report exemplifies not only the continued high
priority IDA gives to monitoring poverty and analyzing the impact of arange of relevant policies on the
poor, but aso the benefits that can come from working in close partnerships with a wide range of actors,
well beyond the production of the report itself.
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5. LESSONSAND RECOMMENDATIONS

L essons and Recommendations

5.1 Acceerating structural reforms and improving the environment for private sector
development are key to maintaining the past momentum of growth and poverty reduction. Bank
assistance should therefore focus as a priority on structural, policy, and institutional reforms that
define appropriate boundaries between public and private roles and enhance a market economy.
This focugshoutd be an mtegrat part of investment lending as well as the focus of adjustment
lending P 4Struetural-petiey-and institutional reforms, as difficult as they will be to bring about
in Vietnam, are likely to be the area where the Bank can make the largest contribution to the
long-term development and growth of the country.

5.2 Inthetransport sector priority should be on strengthening the maintenance capacity; the
Bank should not continue to provide support for expanding or rehabilitating infrastructure until
there arevisible |mprovements in ma| ntenance. In addition, the Bank and the Government need

to reach agreem ng technical standards for road construction
and rehabilitation)®

5.3 Inrura development, a more strategic approach should be used in partnership with other

actors (donors, NG ;),—m"rﬂ'rmg'mrervenrrcn‘rmwo‘cr‘thee major areas, including support for
key policy reformsf?

5.4 For infrastructure investments and rural projects that have a poverty focus, the Bank
should seek agreement with the Government on criteriathat will be used in selecting the areas
for inclusion.

5.5 Planning for support for further reformsis difficult in this environment: in spite of
Government’ s public statements about their intentions to move toward a market economy, to
improve transparency, and to reduce corruption, there remains uncertainty about the speed and

% Several officials commented on this section: one noted that it should also cover recommendations on how
Government can make donor assistance more effective. Another commented that the benefits of investment lending
should not be underestimated: it can have significant demonstration effect in the country and can also serve to
enhance the reputation of the World Bank. One commented that support for private sector development would be
better done through legal reform to level the playing field rather than through direct support to the private sector.
Several agreed that economic issues should be a priority for Bank assistance, but that the Bank needsto work on
even wider dissemination of its analysis and recommendations, to many officials as well asto citizens, and even to
universities and libraries.

3 One official expressed the view that the scarce foreign exchange from the World Bank should be used to expand
rural electricity and telephone networks and not rural roads, because the latter can be more easily financed through
Government budget and Government now recognizes the importance of rural transport for poverty reduction. This
same official aso thought more funds should go to education, particularly primary and secondary.

* The official from the agricultural ministry, MARD, agreed with this and outlined two other critical areasin need
of support: science and technology, both in development and application, and infrastructure (irrigation, roads,
marketing infrastructure). He also commented that administrative reforms and capacity building should be an
important aspect of future Bank assistance.
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effectiveness of actions. The Bank should recognize explicitly the uncertainties (more so than in
the past), continue to provide analysis and support for further reforms (as it has done in the past
and is currently doing), and continue to engage in dialogue with awide array of Government
officias, donors, NGOs, private sector, and other members of civic society (asit isdoing at
present).

5.6 Joint World Bank and IFC efforts can add value, asin Vietnam, where there is a healthy
dialogue among the local and foreign business communities, the Government, donors and
diplomats, involving all parties sitting at the table addressing relevant, practical issues affecting
the private sector. The Bank’sinclusion of the IFC-facilitated Business Forum in the CG process
has been an influential and cost effective means of promoting the PSD agenda. In other
countries, these joint efforts might also provide a useful forum for identifying private sector
concerns.
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| nter national Finance Corporation
Operations Evaluation Group

VIETNAM: 1FC COUNTRY IMPACT REVIEW

EXECUTIVE SUMMARY

Strategy execution

IFC has been formally active in Vietnam since 1992, commencing with a technical
assistance assignment reviewing leasing opportunities. In June of 1994 IFC approved its
first investment, the expansion of the historic Hanoi Metropole hotel.

IFC’ sinitial strategy in Vietnam, as reflected in the 1995 CAS, envisaged an expansive
investment and advisory program for fully supporting the establishment of a private
sector in Vietnam. The strategy was aggressively pursued. Much of the investment
program came to fruition — mirroring the FDI trends at the time — but it outpaced the
progress of reform in Vietnam, as apparent from the problems encountered and the
experience of many of these projectsto date. The 1995 CAS also laid the basisfor
extensive, well-focused TA support and the establishment of the Mekong Project
Development Facility (MPDF), a donor-funded and IFC-managed SME support
initiative.

IFC proposed aremarkably different strategy in the 1998 CAS, reflecting the marked
slowdown of the pace of reform in Vietnam and the poor results from a number of IFC’'s
initial efforts. 1FC responded well to the evolving investment climate (and needs) in
Vietnam —in particular moving from an investment-intensive program to an advisory-
intensive program, including expanded direct SME support and financia intermediary
assistance.

| FC’sinvestment program

IFC’ sinvestment program has involved staff efforts on over 60 investment operations,
with 24 IFC approvals totaling $568 million in direct and syndicated IFC financing,
supporting projects totaling $1.5 billion in private investment. |FC supported awide
range of path-breaking investments — the first private infrastructure projects (port and
water supply), the first BOT power project, the first greenfield limited-recourse project
financing, the first private leasing company, support for the largest private textile
company in Hanoi, and more recently, support in the internet, hospital and higher
education sectors. Nonetheless, these operations have been costly to transact and have
featured a high attrition rate upstream of disbursement. Development and investment
outcomes for those disbursed — largely affected by both the slowdown in domestic
reforms and the regional economic crisis — have mostly been less than satisfactory.
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Non-investment operations

IFC’ s non-investment activities included 26 formal advisory projects totaling $3.7
million in technical assistance funding as well as the establishment of the $25 million
MPDF and severa “informal” advisory activities such as the Private Sector Forum,
which brings together under an IFC-led secretariat private companies, bankers, donors
and government authorities in periodic discussions of issues affecting the PSD agenda.
The advisory projects have been successfully implemented with mixed outcomes. The
MPDF has been successful in catalyzing financing for its SME clients. The PSF
participants consider it to be an efficacious instrument.

| FC’ s additionality

IFC is generaly well-regarded in Vietnam — by the local and foreign business
communities, bankers and business service providers, government officials, and the
donor and diplomatic communities. Investment sponsors and partners value IFC for its
appraisal value-added, honest-broker role and problem-solving abilities in this difficult
and bureaucratically complex and high-risk business environment. Some IFC-led private
sector development efforts, such as MPDF and the PSF, are strategically important
activities that only IFC appears to have been capable of initiating and facilitating, and it
has done so effectively. IFC is particularly relevant in this public sector-dominated,
donor-oriented IDA country where the business sector tends to view many donors as less
concerned with the private sector issues, and the government’ s stance towards the private
sector has been ambiguous.

Private sector impediments

In Vietnam, IFC’ s private sector development efforts have taken place in a poor business
climate that has featured arange of constraints and impediments. The inhospitable
business climate has been well documented by Institutional Investor and a variety of
other sources. Thisevaluation of IFC’s experiences to date points to constraints
including: unclear legal and administrative frameworks, an unlevel playing field between
state-owned and private sectors, financial sector distortions, constraints on foreign
borrowers and lenders, a poor accounting framework, and corruption.

Summary of findings

IFC program and performance strengths:
= Strategic priorities well-aligned with country needs and IFC’ s value-adding
potential
= Active pursuit of al strategic priorities with generally sound execution
= Nimble adjustment to evolved country needs and opportunities in the wake of the
1998 crisis
Significant efforts in promoting the transition process through pioneering investment
projects, relevant TA projects, the MPDF and the PSF initiatives
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= Strong catalytic effect in mobilization effectiveness (B loans, donor TA and
MPDF financing, pro bono private sector PSF contributions)

= Favorably perceived value-added delivery within the country

= Appropriate focus and effective delivery in support services for local SMEs

IFC program and performance weaknesses:

= Aggressive ramp-up of investment operations ahead of significant progressin the
transition process — with high attrition rates and transaction costs and
disappointing development and investment outcomes

= High transaction costs and poor investment results has been anet drainon IFC’'s
profitability

= Some instances of weak project economic analysisin the context of a highly
distorted economy

= Mekong Financing Line proved costly, slow and non-responsive to SME clients

Overall conclusion

IFC’ s efforts have been relevant and significant in Vietnam. Outcomes have been mixed
but mostly disappointing: despite a strong IFC effort, the development and investment
outcomes of investment operations have been sub-standard, and the country has not
shown a sustained commitment to improving its relatively uncompetitive investment
climate. To date and on present outlook, IFC’s Vietnam operations will continue to
require asignificant cross-subsidy from profits generated in other countries, raising the
question of sustainability of past activity levels relative to opportunity costs.

L essons and recommendations

Based on IFC’ s experiences in Vietnam, the OEG evauation identifies a range of lessons
and recommendations on issues including: IFC’s strategy and execution in unfavorable
and distorted business environments, investment structuring and preparation, advisory
efforts, location of |FC staff resources, and |[FC/World Bank collaboration on PSD.
These are discussed in section V111 of the main OEG report.
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Annex 2: Table1—Vietnam at a Glance
East
POVERTY and SOCIAL Asia & Low-
Vietnam Pacific  income Development diamond*
2000
Population, mid-year (millions) 78.8 1,837 2,417 Life expectancy
GNP per capita (Atlas method, US$) 380 1,000 410
GNP (Atlas method, US$ billions) 30.5 1,833 988
Average annual growth, 1993-99 T
Population (%) 1.6 12 19
Labor force (%) 1.6 1.3 23 GNP Gross
per —  primary
Most recent estimate (latest year available, 1993-99) capita enroliment
Poverty (% of population below national poverty line) 37 . .
Urban population (% of total population) 23 34 31
Life expectancy at birth (years) 68 69 60
Infant mortality (per 1,000 live births) 26 35 77
Child malnutrition (% of children under 5) 34 22 43 Access to safe water
Access to improved water source (% of population) 36 84 64
llliteracy (% of population age 15+) 7 15 39 )
Gross primary enrollment (% of school-age population) 114 119 96 Vietnam
Male 116 121 102 Low-income group
Female 110 121 86
KEY ECONOMIC RATIOS and LONG-TERM TRENDS Rev. Prel.
1979 1989 1999 2000 - -
Economic ratios*
GDP (US$ billions) . 6.3 28.2 30.5
Gross domestic investment/GDP . 14.6 20.5 24.0 Trade
Exports of goods/GDP . 23.8 40.8 47.3
Gross domestic savings/GDP . 4.4 221 23.0 .
Gross national savings/GDP . 5.1 24.4 25.5
Current account balance/GDP (exc. grants) . -9.3 3.9 1.5 Domestic
Interest payments/GDP . 0.9 2.2 . Savings — —  Investment
Total debt/GDP ** 39.6 455
Total debt service/exports 14.6 11.1
Present value of debt/GDP ** 36.4
Present value of debt/exports ** . 71.9 .
Rev. Prel. Proi. Indebtedness
1979-89 1989-99 1999 2000 2001-05
(average real annual growth) )
GDP 4.3 7.8 4.5 55 6.5 Vietnam
GNP per capita 1.7 6.0 . . . Low-income group
Exports of goods and services . 24.1 19.7 19.7 9.2
STRUCTURE of the ECONOMY Prel.
1979 1989 1999 2000 Growth of investment and GDP (%)
(% of GDP)
Agriculture . 40.8 271 26.6
Industry . 22.9 36.7 37.0
Manufacturing . 19.1 18.7 .
Services . 36.2 36.3 36.4
Private consumption . 87.7 75.3 76.0
General government consumption . 7.8 6.8 7.0 cDI O==GDP
Imports of goods . 34.1 37.0 46.1
Prel.
1979-89  1989-99 1999 2000 Growth of exports and imports (%)
(average realannual growth)
Agriculture 3.9 46 5.2 4.0 Zg
Industry . 11.8 7.0 10.0 50
Manufacturing . . . . 40
Services . 7.9 2.0 4.2 30
Private consumption . 5.9 . ig |
General government consumption . 9.4 3.2 . 0
Gross domestic investment . 62.5 19.7 13.8 -10 94 95 9% 97 98 99
Imports of goods and services . 24.3 -25 26.3 Exports e=Qm= | mports
Gross national product 4.4 7.7 4.5 5.5

Note: 1999 data are preliminary estimates.

* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will

be incomplete.

** Debt estimates exclude non-convertible debt, based on CAS Annex Tables.
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Vietham
PRICES and GOVERNMENT FINANCE Rev. Prel.
. ) 1979 1989 1999 2000 Inflation (%)
Domestic prices s
(% change) 20
Consumer prices . 95.8 4.3 -1.8
Implicit GDP deflator . 82.6 46 . ‘o
10
Government finance 5
(% of GDP, includes current grants) 0 ; ; ; v ; X |
Current revenue . 13.9 19.8 20.4 5 l 94 95 96 97 98 99 ‘SB
Current budget balance . 0.0 5.9 5.0 GDP deflator ===
Overall surplus/deficit . . -0.8 -1.8
TRADE Rev. Prel.
- 1979 1989 1999 2000 Export and import levels (US$
(US$ millions)
Total exports (fob) . 1,320 11,537 14,443 20,000
Rice . 319 1,025 722 1&000
Fuel . 200 2001 3500 |10
Manufactures . . . . 12,000
Total imports (cif) . 1,790 11,502 15,473 10,000
Food . . . . oo
Fuel and energy . . 1,166 . 4,000
Capital goods . . . . 2,000
0
Export price index (1995=100) . . 87 . 93 94 95 96 97 98 99 00
Import price index (1995=100) . . 84 B Exports W Imports
Terms of trade (1995=100) . . 104
BALANCE of PAYMENTS Rev. Prel.
1979 1989 1999 2000 (uirrant armatnt halanna fn
(US$ millions) 6
Exports of goods and services . . 14,097 17,196
Imports of goods and services . . 13,494 17,350 4T
Resource balance . . 602 -154 2T ﬂ m
. 0 + + + + + + + i
Net income . . -537 -719 o 1lea| foa| los| los| lo7| |o8| o0 oo
Net current transfers . 6 1,177 1,477
al
Current account balance . -586 1,243 604 ol
Financing items (net) . . -47 509 8L
Changes in net reserves . . -1,290 -95 10l
Memo:
Reserves including gold (US$ millions) . . 2,711 3,030
Conversion rate (DEC, local/US$) .. 4,464.0 13,350.0 14,300.0
EXTERNAL DEBT and RESOURCE FLOWS Rev. Prel.
1979 1989 1999 2000
(US$ millions) Composition of 2000 dgpt (4§% mill.)
Total debt outstanding and disbursed ** . . 11,142 13,900 T
IBRD 0 0 0 0 C: 354
IDA 1 59 989 1,149 F:3.110
Total debt service 0 235 2,056 1,904 D: 1,087
IBRD 0 0 0 0
IDA 0 1 9 10
Composition of net resource flows
Official grants 192 44 133 140
Official creditors 2 -50 -347
Private creditors *** 0 -3 -500 .
Foreign direct investment *** . . 700 800
Portfolio equity 0 0 0 0
E: 8,220
World Bank program
Commitments 0 0 468 345 A: IBRD D: Other multilateral
Disbursements 1 0 158 160 B: IDA E: Bilateral
Principal repayments 0 1 2 2 C: IMF F: Others (including SOES' debts,
Net flows 1 -1 156 158 export credits, financial
Interest payments 0 0 7 7
Net transfers 1 -1 149 151

EASPR

* Figures are rounded.
** Debt estimates exclude non-convertible debt based on CAS Annex Table.
*** Bank staff estimates.
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Lowincome East Asia&
\ietnam countries Pecific Region

Indicators 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000] Average 9099 Average 9099 Average 9099
GDP growth (annual %9 51 60 86 81 88 95 93 82 40 45 55 81 24 74
GI\P per capita groath (annual %9 22 38 65 60 68 76 74 65 43 29 62 04 59
GNP per capita, Atlas method (current USH)* 1700 2000 2500 2900 3300 3500 3700 3830 3700 4100 1000.0
GI\P per capita, PPP (current international $)* 9370 997 11118 12047 13132 14511 15708 16542 16845 1755.3 17553 1790.0 3500.0
Agriculture, value added (%6of GDP) 375 P5 B0 288 287 284 2712 258 2XH7 254 300 271 162
Industry and Construction, value added (Yo of GDP) 289 289 288 207 3R1 3R5 HA5 308 185 0.6
Services, etc., value added (%oof GDP) 09 3H67 07 423 46 47 421 422 47 401 408 21 404
Bxports of goods and services (Yoof GDP) 264 3R6 R4 282 A4 B3 431 436 48 4717 370 206 313
Inports of goods and services (%of GDP) B4 311 209 R7 L0 471 569 5L7 522 499 27 232 30.1
Resource balance (%oof GDP) -710 15 26 45 -76 -108 -138 81 -74 -6.1 26 12
CQurrent account balance (%oof GDP) 54 20 08 83 86 -103 -111 -69 47 44 54

Total debt senice (Yoof exports of goods and services) 89 64 71 110 57 49 39 77 89 72 141 130
Gross intemational reserves in nonths of inports 15 09 15 16 15 17 17 23 16 44 43
Gross domestic investment (%o of GDP) 130 150 176 25 255 211 218 283 287 213 231 233 3H1
Gross domestic savings (%oof GDP) 60 165 202 160 179 163 140 202 213 244 173 207 363
Inflation, consurer prices (annual % 169 56 31 79 41 75

CQurrent revenue, exduding grants (%oof GDP) 240 231 284 200 196 182 171 214 147 129
Bqpenditure, total (Yoof GDP) 262 245 243 20 213 210 223 232 171 136
Overall budget deficit, induding grants (Yof GDP) 15 05 02 08 -11 09 -29 -08 -39 06
Foreign direct investrment, net (BoP, current US$m) 1690 3110 8300 10480 22760 18130 20740 8000 7000 11157 5871.1 218157
Foreign direct investment, net (%of GDP) 19 23 26 23 67 108 78 84 31 25 48 11 27
Bxports of goods and services (current US$ m) %55 2180 2018 2985 4054 5128 7337 9145 9365 11540 144000 5719 184666 474330
Bxports of goods and services (annual % gronth) 133 383 23 B8 282 411 246 24 232 252 197 4.0 121

Source: SIMA database, from World Bank and IMF.

Note that starting in 1999, some of these figures differ from official Government figures.

Annex 2
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Annex 2: Table 3 —Vietnam and low income countries: Social Indicators, 1980-1999
Vietnam Low Income |Vietham Low Income  |Vietnam Low Income |Vietnam Low Income |Vietnam Low Income
Indicator 1980 1985 1990 1998 1999
Population, total 53.7 1612.9 58.9 1805.4 66.2 2021.0 76.5 2371.5 77.5 2417.0
Population growth 2.1 2.4 2.0 2.2 2.2 2.2 1.4 2.0 1.3 1.9
GNP per capita (constant 1995 US$) 369.5 180.1 408.3 202.3 453.2 324.8 451.5 334.1 462.6
GNP per capita, Atlas method (current US$) 370.0 350.0 440.0 350.0 410.0 370.0 410.0
Life expectancy at birth, total (years) 63 53 67 58 68 60
Fertility rate, total (births per woman) 5 5 4 4 2 4
Maternal mortality ratio (per 100,000 live births)
Mortality rate, infant (per 1,000 live births) 57 112 40 87 34 7
Mortality rate, under-5 (per 1,000 live births) 105 177 54 127 42 107
School enroliment, primary (% gross) 109 83 103 89 103 89
llliteracy rate, adult total (% of people 15+) 13 54 11 50 10 46 7 39 7 39
Sanitation (% of population with access) 14
Safe water (% of population with access) 46
Poverty headcount, national (% of population)
Annex 2: Table4 — Gender disparities
Low Income Low Income Low Income Low Income Low Income
Vietnam Countries Vietnam Countries Vietnam Countries Vietnam Countries Vietnam Countries
Indicator 1980 1985 1990 1998 1999

Life expectancy at birth, female (years) 65.0 54.0 69.0 59.0 71.0 61.0
Life expectancy at birth, male (years) 61.0 53.0 65.0 57.0 66.0 59.0
Mortality rate, adult, female (per 1,000 female adults) 204.0 300.0 153.0 261.0 153.0 248.0
Mortality rate, adult, male (per 1,000 male adults) 262.0 328.0 .. . 215.0 290.0 225.0 277.0
School enrollment, primary, female (% gross) 106.0 70.0 100.0 77.0 78.0
School enrollment, primary, male (% gross) 111.0 94.0 106.0 100.0 . 98.0
School enroliment, secondary, female (% gross) 40.0 19.0 41.0 25.0 31.0 28.0
School enroliment, secondary, male (% gross) 44.0 34.0 44.0 41.0 33.0 43.0 . . .. .
Illiteracy rate, adult female (% of females 15+) 19.3 65.3 15.7 60.9 13.1 56.4 9.4 49.0 9.0 48.0
Illiteracy rate, adult male (% of males 15+) 6.7 42.5 6.1 38.8 5.5 35.2 4.7 29.8 4.6 29.1
Illiteracy rate, young adult female (% of females aged 15-24) 6.5 51.5 6.3 46.0 5.4 40.6 3.2 32.4 3.0 31.5
Illiteracy rate, young adult male (% of males aged 15-24) 4.1 30.5 4.7 27.4 4.6 24.1 3.4 19.2 3.3 18.7
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Annex 2: Table 5 -- Infrastructure Services in Vietham and other countries.

Series Name

1990

Vietham Low income

1999
Vietham Low income

Access to health centers (%)
Access to electricity (%)
Electric power consumption (kwh per capita)
Transmission & distribution losses (%)
Improved water source (% of population with access)
Improved water source, rural (% of rural population with access)
Improved water source, urban (% of urban population with access)
Sanitation (% of population with access)
Sanitation, rural (% of rural population with access)
Sanitation, urban (% of urban population with access)
Roads, paved (% of total roads)

Telephone mainlines (per 1,000 people)
Information

Television sets (per 1,000 people)
Radios (per 1,000 people)

Personal computers (per 1,000 people)
Internet hosts (per 10,000 people)

48
94.03

48.00
40.00
81.00
73.00
70.00
86.00
23.50

1.40

39.27
104.23

189.41

70.30
63.57
89.38
39.85
24.62
68.46
16.80
10.52

41.72
127.01

56.00 75.66
50.00 70.00]
81.00 88.13
73.00 45.12
70.00 30.18
86.00 78.43
25.00 18.00
26.70 26.26
184.24 85.46
107.00 206.00
8.89 4.40
0.00 0.30

Source: World Bank SIMA database as of 09/10/2001.

* Indicators such as Improved water source (% of population with access, % of rural population with access, % of urban population with access)
and Sanitation (% of population with access, % of rural population with access, % of urban population with access) are given for the years 1990 and 2000.

Annex 2
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Annex 2: Table 6 - nternational Development Goals, Vietham and comparators

Annex 2

Most Recent Compar ative Data
Goal Indicator Vietham China Low Income Countries
1990 1999’ | 1990 1999'% | 1990 1999 '8
1. Reduce the proportion of peopleliving in Incidence of extreme poverty: people living on less than $2 a day 1850
extreme poverty by half between 1990 and 2015 |(%)%° '
2. Enroll al childrenin primary school by 2015  [School enrollment, primary (% net) 7800 92.00f 9740 101.50 73.23 76.20
3. Make progress towards gender equality and a. Ratio of girlsto boysin primary and secondary school
empowering women, by eliminating gender ) ) 16
disparitiesin primary and secondary education by Combined (primary and secondary) enrollment ratio 95.00 97.00f 98.30 99.90
2005 b. Ratio of literate females to literate males (15-24 year olds) % | 99.00 100.00| 9435 97.07] 78.28 84.29
4. Reduce infant and child mortality rates by two- . . L 1
thirds between 1990 and 2015 Mortality rate, infant (per 1,000 live births) 4400 3500 3306 3110 87.35 77.40
5. Reduce maternal mortality ratios by three- : : —_ 1 17
quarters between 1990 and 2015 Maternal mortality ratio (per 100,000 live births) 200 160.00 55.00
6. Provide access for all who need reproductive . 1
health services by 2015 Contraceptive prevaence (% of women 15-49) 53.00 75.00 84.60 6.00 31.30
7. Implement national strategies for sustainable a Biodiversity: protected land area 6.40 5.60
development by 2005 so asto reversethelossof  |b. Energy efficiency: GDP per unit of energy use 2.80 4.00 1.90 4.00
i tal by 2015
environmentat resourees by d. Carbon dioxide emissions per capita 0.36 158 1.00 0.50 0.60
Source: World Development Indicators database as of April 2001and September 2001 unless otherwise indicated.
! Source: Health Sector Review, Draft September 2000.
15 poverty in Vietnam is measured by adequacy of per capita expenditures, the amount needed to cover nutritional needs and basic non-food needs. This amount was estimated at $83
in 1993 and at $128 in 1998. It is thus not strictly comparable to the poverty measure of $2/day used as an IDG.

18 source: Expanding Choices for the Rural Poor, Human Development in Vietnam, UN, 1998, figures are for 1995 and 1998, respectively.
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Annex 2: Table7— ODA Donor Flowsto Vietham, 1994-1998
Recipient Viet Nam
Flow Total ODA Net

disb. 94-98, | dish, 94-98,

Year 1994 1995 1996 1997 1998 $m $m
Donor
AUSTRALIA 33.44 39.8 47.45 41.34 40.76 202.79 40.56
AUSTRIA 1.68 3.1 2.31 1.65 1.34 10.08 2.02
BELGIUM 36.58 10.27 14.76 7.73 9.7 79.04 15.81
CANADA 7.09 6.14 9.14 15.79 9.16 47.32 9.46
DENMARK 16.2 13.65 34.56 34.31 40.91 139.63 27.93
FINLAND 8.04 11.19 9.68 8.22 8.7 45.83 9.17
FRANCE 179.75 94.06 67.33 63.88 66.18 471.2 94.24
GERMANY 52.71 120.42 52.82 40.1 54.78 320.83 64.17
IRELAND 0.43 0.09 0.19 0.57 0.06 1.34 0.27
ITALY 92.27 3.49 1.58 1.11 0.88 99.33 19.87
JAPAN 79.46 170.19 120.85 232.49 388.62 991.61 198.32
LUXEMBOURG 0.13 0.5 2.59 2.72 4.52 10.46 2.09
NETHERLANDS 16.06 22.6 29.66 19.13 23.19 110.64 22.13
NEW ZEALAND 0.67 1.76 2.31 2.74 2.26 9.74 1.95
NORWAY 6.12 6.85 418 6.48 7.91 31.54 6.31
PORTUGAL - - - - - - -
SPAIN - - 5.32 4.77 10.86 20.95 6.98
SWEDEN 21.05 33.96 46.24 35.67 33.68 170.6 34.12
SWITZERLAND 7.88 4.84 10.14 10.43 11.45 44.74 8.95
UNITED KINGDOM 16.06 5.74 8.39 8.35 7.28 45.82 9.16
UNITED STATES 10 1 - 48 -9.61 49.39 12.35
DAC DONORS 585.62 549.65 469.5 585.48 712.63 2902.88 580.58
AF.D B - - - - - - -
AFRICAN DEV.FUND - - - - - - -
AS.D B - - - - - - -
AS.D B SPECIAL FUNDS 8.84 56.81 26.91 147.47 127.88 367.91 73.58
CARDB - - - - - - -
COUNCIL OF EUROPE - - - - - - -
EBRD - - - - - - -
EC 20.73 23.01 19.87 23.59 22.07 109.27 21.85
EIB - - - - - - -
IBRD - - - - - - -
IDA 125.2 46.45 188 180.2 253.06 792.91 158.58
IDB - - - - - - -
IDB SPECIAL OPER. FUND - - - - - - -
IFAD 1.23 2.37 259 3.22 4.46 13.87 277
IFC - - - - - - -
IMF - - - - - - -
IMF TRUST FUND - - - - - - -
NORDIC DEVELOPMENT FU - - - 8.26 - 8.26 8.26
OTHER UN 1.91 2.52 2.99 - 0.03 7.45 1.86
SAF & ESAF 86.47 91.6 175.37 - - 353.44 117.81
UN AGENCIES - - - - -
UNDP 9.05 8.13 9.77 11.43 13.97 52.35 10.47
UNFPA 8.9 6.86 45 4.82 5.49 30.57 6.11
UNHCR 12.07 - - - - 12.07 12.07
UNICEF 15.05 18.85 12.1 7.25 7.23 60.48 12.10
UNRWA - - - - - - -
UNTA 2.32 7.48 1.76 3.66 2 17.22 3.44
WFP 15.05 12.77 9.86 13.85 11.4 62.93 12.59
Arab Agencies -1.68 -3.41 -3.41 -2.45 4.27 -6.68 -1.34
TOTAL MULTILATERAL 305.14 273.44 450.31 401.3 451.86 1882.05 376.41
Arab Countries - - -1.07 0.41 -1.61 -2.27 -0.76
EC + EU Members 461.69 342.08 295.3 251.8 284.15 1635.02 327.00
TOTAL DONORS 890.76 823.09 918.74 987.19  1162.88 4782.66 956.53

Source: Geographical Distribution of Financial Flows to Aid Recipients, OECD, CD, 2000
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Annex 2: Table 8a: External Assistance, List of ODA Donors, 1994-1998

Recipient: Vietnam
Flow: Total ODA Net

Net ODA
disb. 94-98,

Year 1994 1995 1996 1997 1998 $m
Donor

AUSTRALIA 33.44 39.8 47.45 41.34 40.76 203
AUSTRIA 1.68 3.1 2.31 1.65 1.34 10.1
BELGIUM 36.58 10.27 14.76 7.73 9.7 79
CANADA 7.09 6.14 9.14 15.79 9.16 47.3
DENMARK 16.2 13.65 34.56 34.31 40.91 140
FINLAND 8.04 11.19 9.68 8.22 8.7 45.8
FRANCE 179.75 94.06 67.33 63.88 66.18 471
GERMANY 52.71 120.42 52.82 40.1 54.78 321
IRELAND 0.43 0.09 0.19 0.57 0.06 1.34
ITALY 92.27 3.49 1.58 1.11 0.88 99.3
JAPAN 79.46 170.19 120.85 232.49 388.62 992
LUXEMBOURG 0.13 0.5 2.59 2.72 4.52 10.5
NETHERLANDS 16.06 22.6 29.66 19.13 23.19 111
NEW ZEALAND 0.67 1.76 2.31 2.74 2.26 9.74
NORWAY 6.12 6.85 4.18 6.48 7.91 315
PORTUGAL - - - - - -
SPAIN - - 5.32 4.77 10.86 21
SWEDEN 21.05 33.96 46.24 35.67 33.68 171
SWITZERLAND 7.88 4.84 10.14 10.43 11.45 44.7
UNITED KINGDOM 16.06 5.74 8.39 8.35 7.28 45.8
UNITED STATES 10 1 - 48 -9.61 49.4
DAC DONORS 585.62 549.65 469.5 585.48 712.63 2903
AF.D B - - - - - -
AFRICAN DEV.FUND - - - - - -
AS.D B - - - - - -
AS.D B SPECIAL FUNDS 8.84 56.81 26.91 147.47 127.88 368
CARDB - - - - - -
COUNCIL OF EUROPE - - - - - -
EBRD - - - - - -
EC 20.73 23.01 19.87 23.59 22.07 109
EIB - - - - - -
IBRD - - - - - -
IDA 125.2 46.45 188 180.2 253.06 793
IDB - - - - - -
IDB SPECIAL OPER. FUND - - - - - -
IFAD 1.23 2.37 2.59 3.22 4.46 13.9
IFC - - - - - -
IMF - - - - - -
IMF TRUST FUND - - - - - -
NORDIC DEVELOPMENT FU - - - 8.26 - 8.26
OTHER UN 1.91 2.52 2.99 - 0.03 7.45
SAF & ESAF 86.47 91.6 175.37 - - 353
UN AGENCIES - - - - -

UNDP 9.05 8.13 9.77 11.43 13.97 52.4
UNFPA 8.9 6.86 4.5 4.82 5.49 30.6
UNHCR 12.07 - - - - 12.1
UNICEF 15.05 18.85 12.1 7.25 7.23 60.5
UNRWA - - - - - -
UNTA 2.32 7.48 1.76 3.66 2 17.2
W FP 15.05 12.77 9.86 13.85 11.4 62.9
Arab Agencies -1.68 -3.41 -3.41 -2.45 4.27 -6.7
TOTAL MULTILATERAL 305.14 273.44 450.31 401.3 451.86 1882
Arab Countries - - -1.07 0.41 -1.61 -2.3
EC + EU M embers 461.69 342.08 295.3 251.8 284.15 1635
TOTAL DONORS 890.76 823.09 918.74 987.19 1162.88 4783

Source: Geographical Distribution of Financial Flowsto Aid Recipients, OECD, CD, 2000
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Annex 2: Table 8b —Net ODA disbursementsfor Vietham and compar ator
countries, 1994-1998

Net ODA disbursements ($ m)

Population Annual Per capita

1996, Total average annual

Countries thousand 1994 1995 1996 1997 1998 94-98 94-98 average
Vietnam 75355 890.8 8231 9187 987.2 1162.9 4782.7 956.5 12.8
Bangladesh 121679 1751.7 1277.0 1235.2 1007.0 12511 6522.0 1304.4 10.6
Egypt 59272 2689.8 2014.3 2198.8 19339 1914.9] 10751.6 2150.3 36.0
Ethiopia 58234 1071.0 8827 8145 5714 6475 3987.2 797.4 135
Nigeria 114568 190.1 2124 1908 200.8 204.0 998.0 199.6 17
Myanmar 43381 161.4 1495 42.1 335 58.7 445.2 89.0 2.0
Pakistan 125410 1605.1 8234 8837 5939 1049.8 4955.8 991.2 7.8
Kenya 27918 675.3 730.59 590.57 44453 473.89 2914.9 582.98 21.0
Sudan 27161 409.8 239.39 218.89 138.12 209.12 1215.3 243.06 8.9
Tanzania 30488 965.3 877.08 876.6 944.06 997.84 4660.9 932.18 30.6

Source: Geographical Distribution of Financial Flowsto Aid Recipients, OECD, CD, 2000



38 Annex 2

Annex 2: Table 8c: ODA net disbursement as a percent of GNP for Vietham and
low income countries (with per capitaincome below $500)

Net

ODA
Countries 1994 1995 1996 1997 1998 Total Average dish./GNP
Vietham 890.76 823.09 918.74 987.19 1162.88| 4782.66 956.532 4%
Angola 449.65 4178 47312 354.63 335.15 2030.35 406.07 13%
Armenia 191.28 217.86 290.2 164.88 138.45| 1002.67 200.534 10%
Bangladesh 1751.68 1276.95 1235.22 1007.02 1251.11| 6521.98 1304.396 3%
Benin 255,98 280.36 288.32 220.61 21042 1255.69 251.138 12%
Burkina Faso 432.65 488.84 415.3 368.02 397.47| 2102.28 420.456 18%
Burundi 312.08 287.67 11101 56.24 76.53| 84353 168.706 19%
Cambodia 326.61 555.99 42153 33345 337.12 1974.7 394.94 14%
Chad 213.02 236.32 29587 22756 167.36] 1140.13 228.026 15%
Eritrea 157.22 14894 156.41 119.28 158.19| 740.04 148.008 20%
Ethiopia 1071.04 882.7 81449 571.39 647.54| 3987.16 797.432 13%
Ghana 54595 65052 649.19 489 700.88| 3035.54 607.108 9%
Guinea-Bissau 172.09 1155 17794 12424 95.73 685.5 137.1 60%
Haiti 601.12 72579 368.85 32461 407.05| 2427.42 485.484 16%
India 232431 17316 1897.2 1640.99 1594.61| 9188.71 1837.742 0.5%
Kenya 67529 73059 590.57 44453 473.89] 2914.87 582.974 6%
Kyrgyz Republic 171.98 28293 230.53 238.04 216.11| 113959 227918 11%
M adagascar 289.16 301.05 356.66 833.37 494.15| 227439 454.878 13%
Malawi 466.59 43228 49242 345.05 433.73] 2170.07 434.014 23%
Mali 440.74 541.25 491.15 430.65 349.29] 2253.08 450.616 19%
Mauritania 267.2 23013 27211 2405 171.14] 1181.08 236.216 24%
Moldova 0 0 0 59.92 33.34 93.26 46.63 2%
Mongolia 18235 20556 199.82 246.58 203.49| 1037.8 207.56 23%
Mozambique 1199.9 1064.05 887.95 946.75 1039.31| 5137.96 1027.592 35%
Nepal 4479 431.81 390.38 400.72 404.34| 2075.15 415.03 9%
Nicaragua 596.86 651.74 931.26 410.1 562.17| 3152.13 630.426 36%
Niger 376.83 27376 25398 33257 291.37| 152851 305.702 16%
Nigeria 190.07 212.42 190.82 200.75 203.97] 998.03 199.606 1%
Pakistan 1605.06 823.44 883.7 593.86 1049.78| 4955.84 991.168 2%
Rwanda 714.03  701.99 466.5 22957 349.88| 2461.97 492.394 32%
SierraLeone 27542 206.23 184.02 11862 106.28| 890.57 178.114 23%
Sudan 409.8 23939 21889 138.12 209.12 121532 243.064 3%
Tajikistan 66.68 64.71 103.33 85.24 105.13] 425.09 85.018 5%
Tanzania 965.33  877.08 876.6 944.06 997.84| 466091 932.182 15%
Togo 12525 19222 157.01 125.03 12841| 727.92 145.584 11%
Uganda 7495 830.31 67551 812.8 470.76| 3538.88 707.776 12%
Zambia 718.06 2033.56 609.5 609.8 348.7] 4319.62 863.924 27%
Laos 215.89 308.52 332.07 327.88 281.41| 1465.77 293.154 19%
Gambia 69.64 46.65 36.52 37.9 37.8] 22851 45,702 12%
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Annex 2: Table 9a: Portfolio of Credits, Status (Open and Closed)
Name of project Approval Credit Satus
date Amount
(USBm)
Primary Education 10/93 70 Open
Highway Rehabilitation 10/93 158.5 Open
Agricultural Rehabilitation 01/94 96 Closed
Structural Adjustment Credit 10/94 150 Closed
Irrigation Rehabilitation 04/95 100 Open
Power Sector Rehabilitation and Expansion 05/95 165 Closed
Banking Payment System and 11/95 49 Open
M odernization
Family Health and Population 01/96 50 Open
National Health Support 01/96 101.2 Open
Power Development 02/96 180 Closed
Rural Finance 05/96 122 Open
Rural Transport 12/96 55 Open
Highway Rehabilitation 11 04/97 195.6 Open
Water Supply 06/97 98.6 Open
Forest Protection and Rural Devel opment 10/97 21.5 Open
Inland Waterways and Port Rehabilitation 11/97 73 Open
Debt and Debt Service Reduction 01/98 35 Closed
Transmission Distribution and Disaster 01/98 199 Open
Reconstruction
Agricultural Diversification 06/98 66.9 Open
Urban Transport Improvement 08/98 42.7 Open
Higher Education 08/98 83.3 Open
Mekong Delta Water Resources 05/99 101.8 Open
Three Cities Sanitation 05/99 80.5 Open
Coastal Wetlands Protection and 11/99 31.8 Open
Development
Rural Transport |1 12/99 103.9 Open
Rural Energy 5/00 150.0 Open
Mekong Transport and Flood Protection 12/00 110 Open
Ho Chi Minh City Environmental Sanitation 03/01 166.3 Open
Project
Poverty Reduction Support Credit 05/01 250 Open
Community Based Rural Infrastructure 06/01 102.8 Open

Project
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Annex 2: Table9b — Active Projects and Compliance with Safeguards Required

Name of project EA IR IP NH F D
Primary Education v

Highway Rehabilitation 4 v v

Irrigation Rehabilitation v v

Banking Payment System and
Modernization

Family Health and Popul ation v

National Health Support v

Rural Finance

Rural Transport

Highway Rehabilitation 11

ANINEN

Water Supply

Forest Protection and Rural Devel opment

Inland Waterways and Port Rehab

ANENENENENENEN

Transmission and Distribution and
Disaster Reconstruction

Agricultura Diversification v

Urban Transport Improvement

Higher Education

Mekong Delta Water Resources v v

Three Cities Sanitation 4 4

Coastal Wetlands Protection and 4 4 4 v v
Development

Rural Transport |1 v

Rura Energy

Mekong Transport and Flood Protection

NEYASA
NEAYANAN
ANAN

Ho Chi Minh City Environmental
Sanitation Project

EA = Environmental Assessment (OD 4.01)
IR = Involuntary Resettlement (OD 4.30)
IP = Indigenous People (OD 4.20)

NH = Natural Habitats (OP 4.04)

F = Forestry (OP 4.36)

SD = Safety of Dams (OD 4.37)
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Annex 2: Table 10 — OED and QAG Findings
Tablel: OED Ratings

Country Total olw Qutcome Inst. Devel. Imp. Sustainability
Evaluated Adjustment % Satisf. % Satisf. % Substan. % Substan. % Likely % Likely
$m $m Adj. Adj. Adj.
before 1991
Bank 202920 34603 71 68 34 38 54 56
EAP 43444 4220 86 83 49 66 76 86
Vietham 60 . 100 . 100 . 0 .
Indonesia 14259 950 87 100 51 100 71 100
Lao PDR 187 40 75 100 30 0 67 100
Thailand 3739 326 91 100 49 . 82 .
Bangladesh 4597 1764 72 60 16 8 31 0
1991-2001
Bank 87733 44634 86 90 48 48 68 72
EAP 23877 11239 91 100 53 56 78 89
Vietnam 626 185 100 100 85 100 94 81
Indonesia 5176 1750 82 100 45 71 27 20
Lao PDR 141 60 86 67 57 0 60 67
Thailand 2039 1350 99 100 41 56 99 100
Bangladesh 1008 206 87 74 25 0 72 26

1) The Ingtitutional Development Impact and Sustainability ratings have been in use only since FY 89. Hence, the datafo
these two ratings for the period before FY 91 applies for smaller levels of total net commitment than shown in columns 2
and 3 of thetable.

2) Source: OED rating database as of 07/15/2001.

Tablell: QAG Ratings

Net
No. of commit., Projects at risk, Commitment at risk

Country projects $m % %
Bank 1582 106877 13 12
EAP 281 28238 9 7
Vietnam 25 2557 8 6
Indonesia 53 4338 11 9
Lao PDR 10 234 30 44
Thailand 14 1078 7 13
Bangladesh 26 2352 27 10

1) Source: World Bank Business Warehouse as of 08/13/2001.
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Annex 2: Table11 —IFC and MIGA Portfoliosin Vietham
IFC Approvalsin Vietham
(Amountsin USD $ millions)
Board Project IFC IFC IFC IFC IFC Part.
Project Name Date Department Size Gross Net L oan Equity | QE L oan
Hanoi Metropole 06/23/94 | East AsiaPacific | 35.0 26.0 85 5.0 0.0 35 175
Foremost Dairy 03/14/95 | Agribusiness 30.0 15.0 8.0 8.0 0.0 0.0 7.0
Baria Serece Port 06/14/95 | East AsiaPacific | 10.0 5.0 3.0 3.0 0.0 0.0 20
Vietnam Int'| Leasing | 06/28/96 | East AsiaPacific | 55.0 15.8 5.8 5.0 0.8 0.0 10.0
Morning Star Cement 09/14/95 | East AsiaPacific | 309.0 96.6 30.0 30.0 0.0 0.0 66.6
Tay Ninh Sugar 03/27/96 | Agribusiness 95.0 42.0 22.0 22.0 0.0 0.0 20.0
Vimaflour 08/25/95 | Agribusiness 26.0 11.0 8.0 8.0 0.0 0.0 3.0
VinaKyoe Stedl 11/02/95 | East AsiaPacific | 70.8 15.0 15.0 15.0 0.0 0.0 0.0
SMH Glass Co. 03/29/96 | East AsiaPacific | 32.0 14.5 10.0 10.0 0.0 0.0 45
Tourane Hotel 03/29/96 | East AsiaPacific | 23.7 14.3 8.3 6.0 0.0 2.3 6.0
Tosac Hotel 04/17/96 | East AsiaPacific | 11.9 6.2 34 34 0.0 0.0 2.8
Nghi Son Cement 06/23/97 | East AsiaPacific | 373.0 56.5 30.0 30.0 0.0 0.0 26.5
SEM Hotel 07/08/96 | East AsiaPacific | 81.5 475 17.5 13.0 0.0 45 30.0
KIA Huy Hoang 07/08/96 | East AsiaPacific | 20.6 13.8 7.6 6.2 0.6 0.8 6.2
Vinafood 10/28/96 | Agribusiness 41.0 24.0 10.5 10.5 0.0 0.0 135
Nghe An Sugar 06/17/97 | Agribusiness 85.0 50.0 20.0 20.0 0.0 0.0 30.0
Baria Serece Port |1 06/11/98 | Power 112.6 77.2 28.2 24.2 4.0 0.0 49.0
BAWC 06/30/98 | Infrastructure 38.2 25.0 12.5 12.5 0.0 0.0 12.5
MFL Vinh Phat 06/03/98 | East AsiaPacific | 0.0 0.0 0.0 0.0 0.0 0.0 0.0
MFL Minh Minh 01/06/99 | East AsiaPacific | 0.0 0.0 0.0 0.0 0.0 0.0 0.0
MFL Chau Giang 06/25/99 | East AsiaPacific | 0.0 0.0 0.0 0.0 0.0 0.0 0.0
MFL Mondial 07/07/99 | East AsiaPacific | 0.0 0.0 0.0 0.0 0.0 0.0 0.0
MFL-AA 03/23/00 | East AsiaPacific | 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Interflour 06/30/00 | Agribusiness 28.0 13.0 8.0 8.0 0.0 0.0 5.0
Totals 1,478.3 5683 | 2563 | 2398 |54 111 3121
IFC Commitmentsin Vietham
(Amountsin USD $ millions)

Disbur sement Quasi- |Participat

Y ear Project Loan Equity  |[Equity  Jions Total

1994 Hanoi Metropole Sofitel 5.0 0.0 35 175 26.0

1995 Baria Serece Port 3.0 0.0 0.0 2.0 5.0

1996 Morning Star Cement 30.0 0.0 0.0 66.6 96.6

1996 VinaKyoei Steel 15.0 0.0 0.0 0.0 15.0

1997 San Miguel Haiphong Glass Company 10.0 0.0 0.0 4.5 14.5

1997 Sucrerie de Bourbon - Tay Ninh 22.0 0.0 0.0 20.0 42.0

1997 Vietnam Foremost Dairy Company 8.0 0.0 0.0 6.5 145

1997 Vietnam International Leasing Company 0.0 0.8 0.0 0.0 0.8

1997 Vimaflour 8.0 0.0 0.0 3.0 11.0

1999 Nghi Son Cement 30.0 0.0 0.0 26.5 56.5

1999 Vinh Phat Company 0.3 0.0 0.0 0.0 0.3

2000 Nghe An Tate & Lyle 20.0 0.0 0.0 20.0 40.0

Totals 151.3 0.8 3.5 166.6 322.2
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MIGA Portfolio
No. Investor Investor Project Enterprise Project Description Hfective Coverage  Maximum FDI(USH  Contract
Country Dete Aggregate Satuson
Liability (US$) 33101
Establishment of anewbranch
1 [Gtibark, NA United Sates | Gitibark, NA inHano 5/31/1996/ABC 13500000 15,000,000 Cancelled
Construction and operation of
McQuilagh Internationl, expart coffee processing and
2 |LP United Sates | Net Café roasting plant 102419%6|ABC 1125000 7,250,000 Canoelled
Krong Ana Joint \erture
McQullagh Internetiondl, Bxport Coffee Processing | Construction and operation of
3 |LP. United Stiates | Corpary coffee processing compary 42/1996/ABC 789750 6,877,500 Cancelled
Construction and gperation of a
120 MW poner plart under a
Wartsila etnam Poner Vung Tau Energy Conyary | build, operate and transfer
4 [Investrents, Ltd. CaymenIdands [Linited (Vetnam) contract in Vung Tauprovince | 5/27/1999|ABC 36,000,000 113,000000| Adive
France Cables B Radio Metnam Posts and Construct, install and maintain
5 [MetramPte Ltd Singepare Telecommunication VNPT |telecommrunications lines 12/08/2000/A 10000000 318400000 Adtive
6L414,750 460527,
Total Issued Contracts: 5 Projects: 5

Total Activeon 3/31/01 Contracts: 2 Projects: 2

Types of Coverage:

B- Expropriation
C-War and Givil Disturbance

A- Qurrency Inconvertibility
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Annex 2: Table 12 —List of Analytic and Advisory Activities
Title Date  Report no.
Economic Reports
Mission Report 7/59 FE12
Economic Reconnaissance Mission Report 9/73 198
Current Economic Position and Prospects 1/74 315
Introductory Economic Report 8/77 1718
Stabilization and Structural Reforms 4/90 8249
Restructuring Pubic Finance and Public Enterprises 4/92 10134
Viet Nam: Transition to the Market 9/93 11902
Public Sector Management and Private Sector Incentives 9/94 13143
Poverty Assessment and Strategy Report 2/95 13442
Industrialization and Industrial Policy 10/95 14645
Fiscal Decentralization and the Delivery of Rural Services 10/96 15745
Deepening Reform for Growth 10/97 17031
Rising to the Challenge 11/98 18632
Toward Fiscal Transparency (with IMF) FY99
Vietnam: Strategy for Broad-Based Growth FY99
Vietnam Development Report 2000: Attacking Poverty (CEM) 11/99 19914
Managing Public Resources Better: Public Expenditure Review 12/00 21021
Vietnam 2010: Entering the 21st Century (Joint report of WB, ADB, 11/00 21411
UNDP)
Sector Reports
Review of Land and Water Resource Development in the Lower 272 PS8
Mekong Basin
Transforming a State Owned Financial System: A Financial Sector 4/91 9223
Study of Viet Nam
Population, Health, and Nutrition Sector Review 9/92 10289
Energy Sector Investment and Policy Review 6/93 10842
Transport Sector: Serving an Economy in Transition 8/94 12778
Environmental Program and Policy Priorities for a Socialist Economy in 2/95 13200
Transition
Financial Sector Review: An Agendafor Financial Sector Development  3/95 13135
Water Resources Sector Review 5/96 15041
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Title Date  Report no.
Education Financing Sector Study 10/96 15925
Fueling Vietnam's Development: New Challenges for the Energy Sector  12/98 19037
Power Trade Strategy for the Greater Mekong sub-region 3/99 19067
Advancing Rural Development — From Vision to Action FY99
Moving Forward — Achievements and Challenges in the Transport Sector ~ 4/99 18748
Energy Sector Institutions and Policy Review FY99
A Tae of Two Citiesin Vietnam — Towards a Strategy for Growth, FY99
Poverty, and Environment in the Cities and Regions of Vietnam
Review of sustainable farming practices in mountainous areas FY 99
Private Solutions for Infrastructure: Opportunities for Vietham FY 00
Growing Healthy: A Review of Vietnam's Health Sector 06/01 22210
CAS documents
Country Strategy Paper (CSP) 6/93
1994 CAS (covered FY 95-97) 9/94 13545
1995 CAS (covered FY 96-98) 10/95 15053
CAS progress report 1996
1998 CAS (covered FY 99-02) 8/98 18375
CAS progress report 5/00 IDA/R2000-66
Other reports
Rural and household energy issues and options 01/94 ESM161
Power sector reform and restructuring: final report to the steering 9/95 ESM174
committee
Household energy technical assistance: improved coal briquetting and 01/96 ESM178
commercialized distribution
Options for renewable energy in Vietnam: areport on the June 15-16 7/00 21349
two-day participatory workshop in Hanoi
Voices of the Poor — Synthesis of participatory poverty assessment 11/99
TraVinh — A Participatory Poverty Assessment 11/99
Ho Chi Minh City — A Participatory Poverty Assessment 11/99
Lao Cai — A Participatory Poverty Assessment 11/99
Ha Tinh — A Participatory Poverty Assessment 11/99
Vietnam — Preparing for Take-off? (prepared for CG meeting) 12/99
Vietnam: Combating Corruption 05/00
Vietnam’'s Economic Reforms: Progress, Next Steps, and Donor 06/00
Support — background note for mid-year CG meeting
Towards a Comprehensive Approach to Development — an update on 06/00
Partnership — background paper for mid-year CG meeting
Export Performancein 1999 and Beyond 06/00
Petroleum fiscal issues and policies for fluctuating oil pricesin Vietham  02/01 ESM236
I nter nal Discussion/Resear ch Papers
A Case Study of a Gradual approach to Economic Reform: The Viet 9/90 IDP 74
Nam Experience of 1985-88
Awakening the Market 3/92 WBDP 157
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Title Date  Report no.
Household Welfare and Vietnam's Transition 5/98
Who gained from Vietham’'s boom in the 1990s? An analysisof poverty  01/00 WPS2275
and inequality trends
An ecological and historical perspective on agricultural development in 03/00 WPS2296
Southeast Asia
Sources of ethnic inequality in Vietnam 03/00 WPS2297
Arereturns to investment lower for the poor? Human and physical 08/00 WPS2425
capitd interactionsin rura Vietham
The effects of the United States granting most favored nation status to /00 WPS
Vietnam
Linking participatory poverty assessmentsto policy and policymaking—  01/01 WPS2526
experience from Vietnam
Trade policy reform in the East Asian transition economies 01/01 WPS2535
Measuring equity in health care financing — reflections on (and 02/01 WPS2550
alternatives to) the World Health Organi zations fairness of financing
index
The gender implications of public sector downsizing: the reform 03/01 WPS2573
program of Vietnam
Private infrastructure in East Asia— lessons learned in the aftermath of 04/01 WTP501
the crisis
State ownership and labor redundancy — estimates based on enterprise- 05/01 WPS2599
level datafrom Vietham
Freshwater fishes of Northern Vietnam 06/01  Working paper
IFC or FIASreports
Mortgage Study (IFC) FY 98
Export Competitiveness of Garment and Textile Industry (IFC) FY 98
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Annex 2: Table 13a— Average Costs of L ending, Supervision, and ESW
Costs BFY90 BFY91 BFY92 BFY93 BFY94 BFY95 BFY96 BFY97 BFY98 BFY99| Totals/Averages
Dropped Projects Cost ($m) Total 93-99] Average 93-99
BANK WIDE Number of Projects Dropped 201 183 227 200 150 473 256 348 363 459 2249 321
EAST ASIA AND PACIFIC Number of Projects Dropped 19 14 15 26 25 43 28 30 53 72| 277) 40|
VIETNAM Number of Projects Dropped . . . 2 2 . 2 2 . 3 11 1.6}
BANK WIDE Dropped Projects Cost ($m) 100 105 183 162 163 282 266 354 356 343 193 28]
EAST ASIA AND PACIFIC Dropped Projects Cost ($m) 0.8 22 25 37 26 19 19 36 6.9 4.4 25] 4
VIETNAM Dropped Projects Cost ($m) . . . 03 . 01 04 . 03 1] 0.2
BANK WIDE Average Dropped Cost Per Project ($ '000) 497 572 808 812 1087 59.6 1038 1017 980 747 86
EAST ASIA AND PACIFIC Average Dropped Cost Per Project ($ '000) 440 1558 1664 1417 1041 452 673 1200 1299 60.7 o0
VIETNAM Average Dropped Cost Per Project ($'000) . .. 1745 155 69.9 211.0 .. 1152 - 100}
Lending Completion Cost ($m) Total 94-99|Average 94-99
BANK WIDE Number of Projects 222 229 222 245 228 242 256 241 286 277 1530 255
EAST ASIA AND PACIFIC Number of Projects 35 39 45 45 43 42 46 37 45 55 268 45
VIETNAM Number of Projects . . . . 3 3 5 3 5 4 23] 4
BANK WIDE Lending Completion Cost ($m) 595 749 699 748 834 856 943 794 1040 914 538 90
EAST ASIA AND PACIFIC Lending Completion Cost ($m) 82 125 151 167 192 160 161 121 171 216 102 17]
VIETNAM Lending Completion Cost ($m) . . . .21 11 23 17 15 20 11 2
BANK WIDE Average Completion Cost ($ '000) 2679 327.0 3146 3052 3657 3535 3683 329.3 3638 329.8 352
EAST ASIA AND PACIFIC Average Completion Cost ($ '000) 2355 3200 3352 3721 4473 3821 3509 3279 3810 3934 381
VIETNAM Average Completion Cost ($ '000) . . .. 7010 379.9 4669 5637 3084 512.1 . 465)
Supervision Intensity ($m) Total 94-99|Average 94-99
BANK WIDE Projects Under Supervision (#) 1681 1734 1755 1771 1763 1740 1751 1766 1817 1810 10647| 1775}
EAST ASIA AND PACIFIC Projects Under Supervision (#) 291 297 302 298 300 297 302 307 312 326 1844 307
VIETNAM Projects Under Supervision (#) . . . . 3 6 11 14 18 21 73] 12.2)
BANK WIDE Supervision Intensity ($m) 539 602 735 851 963 1064 1117 1206 1261 1180 679 113]
EAST ASIA AND PACIFIC Supervision Intensity ($m) 8.0 91 108 115 136 157 176 191 207 193 106 17.7|
VIETNAM Supervision Intensity ($m) . . . . 0.4 0.7 16 13 14 13 7] 11
BANK WIDE Supervison Intensity Cost ($ '000) 321 347 419 480 546 612 638 683 694 652 64
EAST ASIA AND PACIFIC Supervison Intensity Cost ($ ‘000) 275 308 359 385 453 530 582 622 665 591 57
VIETNAM Supervison Intensity Cost ($ '000) 1480 1239 1428 956 758 622 . 92]
Unsched. ESW Completion Costs ($m) Total 96-99] Average 96-99
BANK WIDE Reports (#) 214 250 211 258 199 191 254 226 182 205 867 217,
EAST ASIA AND PACIFIC Reports (#) 7 8 5 6 11 12 24 27 29 61 141 35)
VIETNAM Reports (#) . . . . . . 2 1 4 7 14| 3.5
BANK WIDE ESW Completion Costs ($m) 105 105 111 197 145 136 177 141 148 183 65) 16
EAST ASIA AND PACIFIC ESW Completion Costs ($m) 06 03 08 01 06 11 15 09 21 50 10| 2.4
VIETNAM ESW Completion Costs ($m) . . . . . .01 . 04 04 0.9) 0.2
BANK WIDE Average Completion Cost ($ '000) 491 42 525 763 728 71 696 625 8.5 895 75
EAST ASIA AND PACIFIC Average Completion Cost ($ ‘000) 858 342 1661 203 556 925 630 324 716 820 67
VIETNAM Average Completion Cost ('000) . . 36.9 98.7 500 . 64
ESW Completion Costs ($m) Total 90-99] Average 90-99
BANK WIDE Reports (#) 210 180 215 215 223 242 164 135 109 182 1875 188
EAST ASIA AND PACIFIC Reports (#) 37 32 35 36 34 40 34 29 16 25 318 32]
VIETNAM Reports (#) 1 1 2 2 3 4 2 2 2 5 24 2.4
BANK WIDE ESW Completion Costs ($m) 256 265 313 349 425 415 296 266 193 286 306 31
EAST ASIA AND PACIFIC ESW Completion Costs ($m) 6.2 58 77 7.8 78 6.6 7.0 5.9 29 5.0 63| 6.3
VIETNAM ESW Completion Costs ($m) 0.3 0.2 0.7 0.6 0.4 0.9 08 0.7 0.5 0.7 6 0.6
BANK WIDE Average Completion Cost ($ '000) 1219 1474 1455 1623 1905 1715 1802 1967 177.1 157.1] 163]
EAST ASIA AND PACIFIC Average Completion Cost ($ '000) 1682 181.2 2192 2169 2302 1643 2062 2049 1837 20L5| 197]
VIETNAM Average Completion Cost ($ '000) 2828 2064 3259 317.1 1470 2214 3832 3700 2566 1458 242)
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Annex 2: Table 13b — Cost Tablesfor 1994-1999
Deta for 1994-1999
Codis
Regiond Tatal Lending Spenison ESV
Courtries oods $m conpletionoogs $m oods $m conpleiion aods, $m
Barkwide 16740 7140 6/90 2810
Eaet AdaAnd Pedific 257 1233 1060 464
IDAtad 6068 2%5 204 79
Vignam 231 115 6.7 49
Percentages
Bankwide 100% 1% 1% 1%
Eaet AdaAnd Pedific 100% 1% 3% 1%
IDAtad 100% 4% 45% 1%
\ietnam 100% % 2% 2%
Effidency Teble
Amrageods$ per
Net $1000of net Memo
Net conmitnet for | Amrageosts Alrageosss$  commitant for Agae
Tata Nnber of comitnet, . & novisy [ papget, pa$l00dng is. & rovidy proget sz
Rgos  Coutries oods $m proeds m prgeds $m $1000 conmitnent projeds m
Bankwide 1674 1533 135084 97369 1092 12 17 8
Eaet AdaAnd Pedific 276 268 112 30779 1029 7 9 146
IDAtad 607 533 25030 18015 1041 23 A 43
Vignam 23 23 297 021 1004 10 n 100




49 Annex 2
Annex 2: Table 13c — Share of Total Cost
Costs Cost shares
Costs Vietham EAP Bank wide| Vietnam EAP Bank wide
Dropped Projects Cost ($m) 11 29.7 221.4 4% 8% 10%9
Lending Completion Cost ($) 10.7 146.4 751.7 43% 38% 33%
ESW Completion Costs ($m) 6.4 68.9 415.1 26% 18% 18%9
Supervision Intensity ($m) 6.7 137.4 897.9 27% 36% 39%
Source: World Bank CRM database s of FY 2000.
Annex 2: Table 13d — Elapsed Timefor Lending
Avelag: Avelag: Avelag:
Fiscal IBRD/IDA IBRD/IDA PCDto Appraisalto PCD Revto
Country/region year No. Amt Appraisal Approval Approval
Bank wide 1994 228 20836 17.4 9.5 26.9
EAP 1994 43 6034.4 19.9 114 31.3
Vietnam 1994 3 3245 11.9 30.6 425
Bank wide 1995 242 22521.7 18.3 8.8 27
EAP 1995 42 5693.8 17.7 7.7 25.4
Vietnam 1995 3 415 23.4 6.6 30.1
Bank wide 1996 256 21352.2 14.4 9.3 23.7
EAP 1996 46 5420.1 13.1 8.3 21.6
Vietnam 1996 5 502.2 16.3 59 22.4
Bank wide 1997 241 19146.7 15.1 79 22.9
EAP 1997 37 4866 135 6.5 19.6
Vietnam 1997 3 349.2 26.2 6.1 31.9
Bank wide 1998 286 28593.9 13.8 6.8 20.6
EAP 1998 45 9623.2 135 4.7 18.2
Vietnam 1998 5 3954 21.7 6.4 28
Bank wide 1999 275 28965.3 8.1 55 13.6
EAP 1999 55 9765.2 8.2 4.7 12.9
Vietnam 1999 4 308.3 18.1 7.4 255
Bank wide 2000 223 15276.2 8.9 6.5 154
EAP 2000 28 2979.1 11 4.9 15.9
Vietnam 2000 3 285.7 19.2 9 28.1
Bank wide 1994-2000 1751 156692 13.6 77 21.3
EAP 1994-2000 296 44381.8 13.8 6.9 20.6
Vietnam 1994-2000 26 2580.3 194 95 28.9
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Annex 2: Table 14 —List of Managers Responsible for Vietham
Calendar Regional VP Director COD Chief Resident
Year Representative*
1989 A. Karaosmanoglu G. Kgji K. Ikram
1990 A. Karaosmanoglu G. Kgji K. Ikram
1991 A. Karaosmanoglu G. Kgji K. Ikram -
1992 G. Kgji C. Madavo K. Ikram -
1993 G. Kgji C. Madavo K. Ikram -
1994 G. Kgi/R. Cheetham C. Madavo K. Ikram B. Babson (April)
1995 R. Cheetham C. Madavo P. Cox B. Babson
1996 R. Cheetham Khalilzadeh- B. Babson
Shirazi
1997 J-M. Severino Khalilzadeh- B. Babson/A. Steer
Sharizi/Steer
1998 J-M. Severino A. Steer
1999 J-M. Severino A. Steer
2000 Jemal-ud-din Kassum A. Steer
2001 Jemal-ud-din Kassum A. Steer

* |n 1997, Country Director responsibilities were transferred to the Resident Mission.
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Annex 3: Questionnaires sent prior to mission

Donors

Education
Environmental Agency
Hedlth

MPI & SBV

NGOs

Private Sector

Rural

Transport

Annex 3
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Questions for Donors
For discussion only, no written answer s are expected.

1 Based on your observations of World Bank assistance in the recent past
(including loans and other types of assistance, such as analytic work and seminars), what
are your main impressions. Has the Bank focused on the right issues? Has the Bank
been effective in contributing to Government’s efforts at structural reform, promoting
growth, reducing poverty, improving socia indicators? Could the Bank have done
things differently to have had a greater, more positive impact?

2. Do you think the Bank should have been focusing on needs in other sectors?
Based on your observations, do you have comments on the effectiveness of Bank
operationsin any of these specific sectors?

3. If you are familiar with IFC activities, do you think they have been effective in
supporting private sector development? What have been the principal obstaclesto the
development of the private sector?

4, The sector and thematic groups are being transformed from donor-led to
Government-led working groups: are you supportive of this transformation? Do you
think that they would be a good forum to pursue Sector-wide Assistance Programs
(SWAPs)? Why have SWAPs not been favored by the donors so far in Vietnam? Might
they bein future?

5. How do you view the initiatives to harmonize donor procedures?

6. How do you view the quality of transparency and accountability by the
Government, and how important do you think the Bank’ s role has been in improving
them? Why have the donors not given higher priority to legal and judicial reform?

7. What are your views on the effectiveness and cost-effectiveness of current aid
coordination arrangements?

8. What are your views on Comprehensive Development Framework? |sit effective
asatool of aid coordination? |Isthe Poverty Reduction Strategy Paper (PRSP) a useful
process? For example, for achieving greater Government ownership of the reform
program?

0. For the future, where do you think the Bank should focus its assistance and why?
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Questions on Education

For discussion only, no written answers are expected.

1 The 1996 education sector study was a collaborative effort on the part of Government and
anumber of donor agencies, including IDA. If you are familiar with this work, to what extent do
you think this effort was useful for setting education policy and the framework for public
investments in education? To what extent do you think IDA contributed to this effort?

2. Following this study, IDA financed a higher education project to address skills gapsin
the labor market. If you are familiar with this project, to what extent do you think the design of
the project is consistent with the analysis and recommendations of the sector study? Do you think
the project has the right objectives? Do you think the project isor will be effective in meeting its
objectives?

3. If you had to do it over again, how would you have designed IDA interventions (studies,
investments, technical assistance, etc.) in the education sector?

4, Is there any evidence that the chosen development path in education is leading to
the expected devel opment outcomes (that is, greater efficiency of public sector
investments in education, lowering the cost of graduates, and devel oping institutions and
courses needed for a market economy)?

5. To what extent do you think IDA has worked in cooperation with other donors?
6. In what ways could IDA assistance be improved in the future?
7. Do you consider that a sector-wide approach would be useful — a sector-wide

approach would mean GNV establishing a sector strategy which al the donors could all
support with annual aid allocations without going through the trouble of preparing and
negotiating self-standing projects?



54 Annex 3

Questions for National Environment Agency

For discussion only, no written answer s are expected.

1. Has the National Environment Action Plan (NEAP) and other IDA activities concerning
the environment hel ped government to make the environment a priority and to formulate an
effective strategy and action plan to protect the environment? And isthat demonstrated through
government actions to protect the environment (e.g., in forestry) and to implement environmental
policies?

2. In forestry in particular, the government imposed alogging ban in 1998. Was IDA
involved in helping the government sort out the issues connected with this ban and if so, in what
way do you think IDA’s input was useful? Could IDA assistance been more effective in this
area?

3. Vietnam is a very densely populated country, which puts additional pressure on the
environment. Hasthisled government to pursue longer term land management studies and
programs to assure environmental sustainability and if so, has IDA provided useful input to this
process?

4, To what extent has IDA been involved in institution-building around environmental
issues and what has been the impact of IDA’s efforts?

5. If you are familiar with sector work and other analysis by IDA on environmental issues
in Vietham (which includes environmenta assessments of specific investment projects, aswell as
the 1995 report on Environmental Program and Policy Priorities for a Socialist Economy in
Trangition, and other studies on environmental issues in urban areas, water resources, energy,
rural development strategy, and sustainable farming practices in mountainous areas), do you think
thiswork has been useful and if so, in what ways?

6. In what waysis IDA helping the government to balance the demands of agriculture and
industry on environmental resources?

7. For the future, how do you think IDA could be most effective in supporting
Vietnam to tackle environmental issues?
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Questions on Health

For discussion only, no written answer s are expected.

1. If you are familiar with the two on-going health projects financed by IDA, to what extent
do you think the objectives of the projects reflect the Government’s priorities? If you had to do
the projects over again, would you change anything about them? Do you think the projects are or
will be effective in meeting their objectives? What indicators are you using to measure the
projects impacts?

2. If you are familiar with the recent Health Sector Strategy and Expenditure Review, to
what extent do you think this effort was useful for affecting the future direction of public
investments and policiesin the health sector?

3. If you had to do it over again, how would you have designed IDA interventions (studies,
investments, technical assistance, etc.) in the health sector?

4, To what extent do you think IDA has worked in cooperation with other donors?
5. In what ways could IDA assistance be improved in the future?
6. Do you consider that a sector-wide approach would be useful — a sector-wide

approach would mean GNV establishing a sector strategy which all the donors could al
support with annual aid allocations without going through the trouble of preparing and
negotiating self-standing projects?
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Questions for Ministry of Planning and Investment,
State Bank of Vietnam, Prime Minister’s Advisory’s Group, and CIEM

For discussion only, no written answer s are expected.

1. Intermsof the overall program of IDA assistance to Vietnam, including investment
and adjustment lending, economic and sector work, formal and informal policy
discussion, workshops, grants, what are your main impressions:

» Has|DA focused on the right issues?

» How do you see IDA’s past contribution to Vietnam’ s structural and policy reforms?

» HasIDA had an impact on promoting economic growth, reducing poverty, improving
socid indicators?

» Could IDA have done things differently that might have had a greater impact?

2. If you are familiar with the lending operations financed by IDA since 1993 (alist of
all creditsisin Attachment 1), do you think IDA has been focusing on the right sectors?
Do you think IDA should have been focusing efforts in other areas and if so, which ones?

3. Do you have any comments on the whether any of the specific lending operations
have been meeting their objectives?

4. 1If you are familiar with the economic and sector work done by IDA in the past five
years (alist of reports since 1990 isin Attachment 2), what is your view of their quality?
Are there any that stand out for having been useful, practical, timely?

5. Do you have any comments on other aspects of IDA’s assistance, such as grants
(PHRD, IDF), training activities, technical assistance in the form of informal policy
discussions?

6. Do you have any views on IDA’s guidelines and policies, such as guidelines on
procurement and auditing, or policies on resettlement, that affect the way investments are
implemented?

7. If you are familiar with IFC’ s investments and technical assistance, do you think IFC
has been focusing in the right areas? What are your views on whether IFC has been
effective in Vietnam and whether it has helped private sector development?

8. What are your views of IDA’s coordination and cooperation with other donors?
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Questions for NGOs
For discussion only, no written answer s are expected.

1 Based on your observations of World Bank assistance in the recent past
(including loans and other types of assistance, such as analytic work and seminars), what
are your main impressions. has the Bank focused on the right issues? Has the Bank been
effective in contributing to Government’ s efforts at reducing poverty and improving
social indicators? Could the Bank have done things differently to have had a greater,
more positive impact?

2. Do you think the Bank should have been focusing on needs in other sectors?
Based on your observations, do you have comments on the effectiveness of Bank
operations in any of these specific sectors?

3. Has the Bank had an effective partnership with NGOs? Could it have done better
inthisarea? If so, how?

4, Are you familiar with the sector work or other non-lending activities of the Bank
in Vietham? If so, do you think this work has had any impact on Government thinking or
policies? If so, do you think the impact has been positive? Do you think the Bank could
have focused on different issues, or done things differently to have had a greater impact?
For example, given more attention to governance issues (tackling corruption, rule of law,
transparency and accountability issues)? What about IDA support for protection of the
environment? Participation?

5. If you are familiar with the work of other donors, do you think the Bank’s
coordination and cooperation with other donors are adequate? Could the Bank have done
more to improve aid coordination?

6. If you are familiar with the Bank’s work on the Comprehensive Devel opment
Framework, do you have any views on the approach? And the Poverty Reduction
Strategy Paper (PRSP)?

7. For the future, where do you think the Bank should focus its assistance and why?
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Questions for Chamber of Commerce, private sector
For discussion only, no written answer s are expected.

1 Vietnam's record in the past few years hasincluded a steady declinein FDI,
sluggish growth, and a perception that the Government does not support the devel opment
of the private sector by virtue of a series of policies that favor the SOEs. Isthisan
accurate perception? What do you think are the major obstacles to private sector growth
and development?

2. How well has IDA performed in identifying and suggesting reforms to constraints
to private sector development through advisory work (e.g., the creation of Private Sector
Forums), economic and sector work or specific investment activities?

3. Vietnam's privatization program has led to modest results. How effective has
IDA been (including through financing 2 studies from grant facilities) in persuading the
Government to modify its program (e.g., fewer restrictions, more transparency, €tc.) to
get better results?

4. If you are familiar with IFC’ s investment operations and other activities, what has
been their impact? How have IFC activities contributed to the devel opment of the private
sector? What have been the principal obstacles to the devel opment of the private sector?
How has IFC contributed to their resolution?

5. If you are familiar with the work of FIAS (Foreign Investment Advisory Service,
ajoint service of IFC and the Bank), has it made a useful contribution to making relevant
recommendations?

6. The financia sector seems to have major problems. Should IDA have been more
pro-activein assisting GNV to strengthen the financial sector?
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Questions on Rural Development, Rural Finance, Irrigation Rehabilitation

For discussion only, no written answer s ar e expected.

1 Since 1994, six investment credits aimed at rural development have been put in placein
Vietnam, covering irrigation rehabilitation, rural finance, rubber development, forest protection,
and a coastal wetlands project. This represents a substantial portion of IDA’stotal lending to the
country. If you are familiar with these projects, do you think that they focused on the priority
needs for Vietnam? If you had to do it over again, would you have selected these investments for
financing?

2. Have these projects been well-designed? Do you think these projects are succeeding in
meeting their abjectives? Which ones do you think have been the most successful and why? The
least successful and why?

3. What do you think have been the main factors contributing to the successes or failures of
IDA financed projectsin the rural areas?

4. What is your view of how IDA’s policies and guidelines have affected investment
projects and their impact on rural development? For example, have IDA’s procurement
guidelines improved or hindered project implementation? If you are familiar with IDA’s
resettlement policy, how do you think it has influenced implementation of irrigation projects?

5. In what ways have IDA’ s interventionsin rural finance affected the banking system or
farmers accessto credit?

6. Since 1996, IDA has produced several sector reports relating to agriculture:
(Water Resources Sector Review in 1996; Advancing Rura Development, from Vision to
Action in 1998, and a Review of sustainable farming practices in mountainous areas,
1999). How would you rate the quality of these reports? In what ways have they been
useful to the Government in terms of their analysis and recommendations?

7. To what extent do you think IDA has worked in cooperation with other donorsin
therural sector?

8. Do you consider that a sector-wide approach would be useful — a sector-wide
approach would mean GNV establishing a sector strategy which all the donors could al
support with annual aid allocations without going through the trouble of preparing and
negotiating self-standing projects?

0. Based on your observations of IDA’s assistance to date, what do you think are the
most important lessons for the past that should be incorporated into future strategy and
assistance in the agricultural/rural sector?
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Questions on Transport

For discussion only, no written answer s ar e expected.

1. Since 1994, five investment credits aimed at road transport rehabilitation and
development have been put in placein Vietnam, covering highways, rural roads, and urban
transport. This represents the largest share of IDA’stotal lending to the country. If you are
familiar with these projects, do you think that they focused on the priority needs for Vietnam? If
you had to do it over again, would you have selected these investments for financing?

2. Have these projects been well-designed? Do you think these projects are succeeding in
meeting their abjectives? Which ones do you think have been the most successful and why? The
least successful and why?

3. What do you think have been the main factors contributing to the successes or failures of
these IDA financed projects?

4, What is your view of how IDA’s policies and guidelines have affected investment
projects and their impact on rural development? For example, have IDA’s procurement
guidelines improved or hindered project implementation?

5. If you are familiar with IDA’ s resettlement policy, how do you think it has influenced
implementation of transport projects?

5. Since 1994, IDA has produced two sector reports relating to transport: (Transport
Sector, Serving and Economy in Transition in 1994 and Moving Forward —
Acdhievements and Challenges in the Transport Sector, 1999). How would you rate the
quality of these reports? In what ways have they been useful to the Government in terms
of their analysis and recommendations?

7. To what extent do you think IDA has worked in cooperation with other donorsin
the transport sector?

8. Do you consider that a sector-wide approach would be useful — a sector-wide
approach would mean GNV establishing a sector strategy which all the donors could al
support with annual aid allocations without going through the trouble of preparing and
negotiating self-standing projects?

0. Based on your observations of IDA’s assistance to date, what do you think are the
most important lessons for the past that should be incorporated into future strategy and
assistance to the transport sector?
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Annex 4. List of People met on OED missions

Gover nment officials

Ministry of Planning and Investment

Dr. Nguyen VVan Phuc (both missions)
Vice Director
Foreign Economic Relations Department

Cao Viet Sinh (both missions)
Deputy General Director
National Economic Issues Department

Phan Thi Thuy Tram
Program Officer
Foreign Economic Relations Department

State Bank of Vietnam

Dr. Nguyen Van Giau
Deputy Governor

HaDan Huan
Director
Foreign Department

Nguyen Quang Huy
Deputy Director
Foreign Department

Do Viet Hung (both missions)
Deputy Chief, World Bank Division
Foreign Department

Bui Quang Trung
Expert

World Bank Division
Foreign Department

Cao Sy Kiem

(former Governor of SBV)
Advisor

Prime Minister’s Office

International Credit Projects Management Unit/SBV

Duong Quoc Anh
Acting Director

Nguyen Nhan Nghia
Division Chief, International Projects and Technical
Assistance Division

Ministry of Agriculture and Rural Development

Dr. Cao Duc Phat (both missions)
Vice Minister

Dr. Doan The Uong (both missions)
Deputy Director
Department of International Cooperation

Pham Trong Hien
Officer of International Cooperation Dept.

Agricultural Diversification Project:
Nguyen The Hinh

Hoang Ngoc Son

Coastal Wetlands Protection & Development
Project :

Tran Viet Thu
Trinh Binh Thanh
TheVan Than

Ministry of Trade (second mission)
Planning and Statistics Department

Nguyen Van Thu
Director General

Ma. Le Phu Cuong
Head of Foreign Exchange Division

Vu BaPhu

Trade Development Strategy Expert

Vietnam National Center for Social Sciences and
Humanities

Trinh Duy Luan
Associate Professor
Director, Ingtitute of Sociology

Central | nstitute for Economic Management

Dr. Le Dang Doanh (both missions)

General Statistical Office

Nguyen Phong

Deputy Director

Socia and Environmental Department




Government Office, Prime Minister’s Research
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Development Strategy |nstitute , MPI

Commission

Vu Quoc Tuan
Senior Advisor

Nguyen Thieu (both missions)
Advisor to Vice-Prime Minister

Phan Ngoc Thang (both missions)
Expert

Government Office

LeHong Lam

Principal Officer on External Finance
International Relations Department
MOLISA

Le Duy Dong
Vice Minister

Nguyen Manh Cuong
Deputy Director
International Relations Department

Dr. Nguyen Hai Huu

Director General of socia Protection Department
Director of National program office for HEPR

Ministry of Finance

Dr. Truong Thai Phuong
Director General
Department of External Finance

State Securities Commission

Dr. Le Van Chau
Senior Advisor

Nguyen Dzung
Deputy Director
Personnel and Training Department

Nguyen Thanh Nam
Manager
Multilateral Relations Department

Vietnam Chamber of Commerce and Industry

Mme. Pham Chi Lan

Prof. Dr. Nguyen Quang Thai
Vice President

Nguyen Thien Hiep
Deputy Director of Department

Ministry of Transport

Mr. Tien
Vice Minister

Eng. Truong Tan Vien
Deputy General Director, Planning and Investment
Department

PMU 18
Eng. Ngo Dinh Tuan
Project Manager, Rural Transport Project

Donors

Ambassador Pete Peterson
United States

Robert W. Dry
Counselor for Economic Affairs, U.S. Embassy

Alan Johnson
Head, DFID

Dennisde Tray
Senior Resident Representative, IMF

Koki Hirota
Chief Representative
Japan Bank for International Cooperation

Ellen Berends
Deputy Head of Mission
Netherlands Embassy

Ambassador Gus Edgren
Embassy of Sweden

UNDP
Edouard A. Wattez
Resident Representative

UN Resident Coordinator

Anne-Isabelle Degryse-Blateau, Sr. Asst Res. Rep
Growth and Governance Unit
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Inter national Non-Gover nmental Organizations/ Consultants

Michelle Brown
Co-director
VUFO-NGO Resource Center

Joellen Lambiotte
Country Representative
Pathfinder International

Kathleen McLaughlin
Country Representative
Canadian Centre for International Studies and Cooperation

Than Thi Thien Huong
Communications and Advocacy Programme Officer
Oxfam GB

Mr. Ngoc
ACTIONAID

Chris Smith

Director

SNV

Netherlands Development Organization

Ramesh Singh
AsiaRegional Director
ACTIONAID

Andre Saumier
Resident Director
Policy Implementation Assistance Project

Bank staff in Resident Mission met individually

Anil Mahotra

Binh Thang Cao

Chris Gibbs

Duc Minh Pham

Kazi Matin

Minh Van Nguyen
Nisha Agrawal

Phuong Thi Minh Tran

Annex 4



Annex 5: World Bank and IMF Staff inter viewed

World Bank staff
Nisha Agrawal
Bradley Babson
Binh Thang Cao
Loup Brefort
Sally Burningham
Ari Chupak
William Cuddihy
Thomas Davenport
David Dollar

Duc Minh Pham
Geoffrey Fox
Chris Gibbs
Daniela Gressani
Jeffrey Gutman
Donna Haldane
Khalid Ikram
Naoko Ishii

Cally Jordan
Victoria Kwakwa
Alain Labeau
Danny Leipziger
Natalie Lichtenstein
Jennie Litvack
DennisLong

Anil Malhotra
Kazi Matin

Minh Van Nguyen
Glen Morgan
Shilpa Patel

Kyle Peters
Phuong Thi Minh Tran
Jed Shilling
Andrew Steer
Thang Long Ton
Wael Zakout

IMF staff
Dennisde Tray
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Annex 6: References (in addition to Bank ESW reports)

Barker, Randolph, editor, FAO Economic and Social Development Paper 123,
“Agricultural policy analysisfor transition to a market-oriented economy in Vietnam,
selected issues’, 1994

Burnside, Craig and David Daollar, “Aid, Policies, and Growth, Policy Research Working
Paper 1777, 1997

Burnside et al, “Aid, the Incentive Regime, and Poverty Reduction,” Policy Research
Working Paper 1937, 1998

The China Journal, “ Transforming Asian Socialism — Chinaand Vietnam Compared”,
Issue No. 40, July 1998

CDF Secretariat, World Bank, “ Comprehensive Devel opment Framework, Country
Experience, March 1999 - June 2000” September 2000, internal document

CDF Secretariat, World Bank, “ Comprehensive Development Framework, Meeting the
Promise? Early Experience and Emerging Issues’, August 27, 2001, internal document

Dollar, David, Craig Burnside, Jakob Svensson, “Economic Policies and the
Effectiveness of Foreign Aid” 1998

Dollar, David, Paul Glewwe, Jennie Litvack, eds. Household Welfare and Vietham’'s
Transition, World Bank Regional and Sectoral Studies, May 1998

Fforde, Adam and Suzanne H. Paine, The Limits of National Liberation, Problems of
Economic Management in the Democratic Republic of Vietnam, 1987

FitzGerald, Frances, Firein the Lake, The Vietnamese and the Americansin Vietnam,
1972

Gates, Carolyn L. “Vietnam's Accession to the ASEAN Free Trade Area: Effectson
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IMF, Vietnam, Background Papers and Statistical Tables, Report No. SM/95/177,
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IMF, Vietnam, Recent Economic Developments, Background Papers, Report No.
SM/96/289, Supplement 1, 1996
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IMF, External Evaluation of Enhanced Structural Adjustment Facility (Report of the
Group of Independent Persons A ppointed to Conduct an Evaluation of Certain Aspects of
the ESAF, dated January 13, 1998)

IMF, Vietnam: Selected Issues, IMF Staff Country Report No. 99/55, and Statistical
Appendix, No. 99/56, 1999

IMF, “ Statistical Appendix and Background Notes’, IMF Staff Country Report No.
00/116, August 2000

IMF, “Transition Economies. An IMF Perspective on Progress and Prospects’, IMF
Publications on Transition, November 2000
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Facility,” March 2001
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Vu Manh Loi, Vu Tuan Huy, Nguyen Huu Minh, and Jennifer Clement, “ Gender Based
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Guideto OED’s Country Evaluation Rating M ethodology

1 This methodological note presents the basic elements of OED’s country assistance
evaluation (CAE) rating methodology for the Bank/IFC. The Bank’s role has been
increasingly country-based, policy oriented and programmatic. Thus OED’s evaluations
have also shifted to become more country-based: over the past seven years (FY 95-01)
OED has evaluated the development impact of country assistance programsin 45
countries. This note reflects the lessons of this evaluation experience.

Performance of the country, performance of Bank assistance, and perfor mance of
the Bank

2. It is easy to confuse three types of performance ratings. the country’s
development performance; the performance of the Bank’ s assistance program to the
country; and the Bank’ s own performance in designing and implementing the program.
While inter-related, they are not identical. Favorable Bank program outcomes do not
aways trandlate into favorable economic and social development results for the country,
nor does a strong Bank performance necessarily mean that the assistance program was
successful. Poverty reduction in a country may fail to occur even if the specific programs
supported by the Bank have had good outcomes. In addition, the programs supported by
the Bank may succeed even if the Bank’s own performance has not been satisfactory.

3. Thus, the results of a Bank assistance program could be rated as highly
satisfactory even for a client whose performance, in areas not addressed by the Bank’s
program, did poorly. From the record of the CAEs we have done to date, we have
evaluated:

» Clients whose prolonged periods of development were matched by successful
Bank assistance (e.g., Poland, Ghana, and El Salvador);

» Clientsthat achieved above-average development results, even though the Bank’s
assistance did not fare nearly aswell (e.g., CostaRica); and,

» Clients where the Bank’ s assistance achieved significant devel opment results,
despite lagging country development (e.g., Ethiopia).

4, Also of noteisthe fact that, in conformity with its mandate, OED does not rate
the devel opment performance of the Client Country or the performance of partners, such
asother donors. Yet it is critical to have aclear view of both to assess the outcome of the
assistance program, as well as any exogenous factors (both pro and con) the Bank
contended with in designing and implementing its country assistance strategy. Hence,
active participation of the Client, other partners, and the Region in the evaluation process
islikely to lead to the best results.
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Building a Metric Algorithm

5. Intermediate development objectives, such as financial sector adjustment and
integrated rural development, are often indispensable elements to realizing higher-order
objectives, such as poverty reduction. The causative links between the two must be
identified. Work can then proceed toward design of aratings scale with appropriate
weights.

6. Client countries may have development goals at odds with the broad-based goals
embodied in the Bank’s Comprehensive Development Framework (CDF). Normally,
such conflicts would be identified and resolved in the CAS, enabling the evaluator to
focus on whether the trade-offs adopted were appropriate. In other instances, key
development constraints, such as disagreements between the Bank and the client over
development objectives, may not have been identified or addressed by the Bank's
assistance program. Such omissions tend to emerge during the evaluation of
implementation and results of the assistance. Finally, the evaluation must be alert to
possible maor shortcomings in the assistance program results, such as violations of the
Bank’ s safeguard policies.

Ratings Scale

8. Outcome. Currently, OED utilizes six rating categories for outcome, ranging from
highly satisfactory to highly unsatisfactory:

Highly Satisfactory: The country assistance program achieved significant
progress toward all major relevant objectives, possibly
with minor shortcomings. Best practice devel opment
impact was achieved in one or more areas.

Satisfactory: The country assistance program achieved significant
progress toward all major relevant objectives, possibly
with minor shortcomings.

Partially or Moderately Satisfactory: The country assistance program achieved significant or
acceptable progress toward a majority of the major
relevant objectives, but failed to address -- or did not
make acceptable progress toward -- at least one major
relevant objective.

Partially or Moderately Unsatisfactory:  The country assistance program failed to address — or
did not make acceptable progress toward — a majority
of its major relevant objectives. However, progress
toward at least one major relevant objectives was
acceptable.

Unsatisfactory: The country assistance program failed to address — or
did not make acceptable progress toward — any of its
major relevant objectives.

Highly Unsatisfactory: The country assistance program failed to address — or
did not make acceptable progress toward — any of its
major relevant objectives, and had at least one major
shortcoming, such as aviolation of the Bank’s
safeguard policies.
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9. Theinstitutional development impact can be rated as: high, substantial, modest,
and negligible/negative. Ratings are based on an assessment of the Bank’ s assistance
impact on strengthening the Client Country’ s capacity to manage, among others, in the
following areas:

*  economic management.

» the structure of the public sector, and, in particular, the civil service.
» theinstitutiona soundness of the financial sector.

* legdl, regulatory, and judicia systems.

e monitoring and evaluation systems.

e ad coordination.

» financia accountability.

*  building NGO capacity; and,

» socia and environmental capital.

10.  Sustainability measures the likelihood that the development benefits of the
country assistance program will be maintained. Sustainability can be rated as highly
likely (4), likely (3), unlikely (2), highly unlikely (1), or non-evaluable. Future work will
focus on refining the definition of sustainability to distinguish between the expected
duration of benefits vs. the likelihood that some or all of the expected benefits may not
materialize.

Three-Dimensional Evaluation

11.  We have developed three modules dealing with different perspectives, or
dimensions, of Bank assistance:

(a) Products and Services Dimension. The evaluator adopts a * bottom-up”
analytical approach to the major Bank Group inputs. loans, economic and
sector work, strategic advice, aid coordination, and resource mobilization.

(b) Development Impact Dimension. The evaluator adopts a “top-down”
analytical approach, rating the overall outcome and results of the Bank’s
program of assistance. Counterfactuals are applied.

(c) Partner Performance Dimension. The evaluator assesses responsibility for
the impact of the country assistance program to four sets of actors. the Bank,
itsaid partners and stakeholders, the Client Country, and exogenous factors.
The contribution of each israted independently, and then blended into a
dimensiona rating. However, to minimize therisk of steering all debate
among the key partners over their performance ratings, OED does not make
these explicit in its CAEs.

12.  Thedimensional scores should be equal (or nearly so0), since they capture
different facets of the same assistance result. Were alarge disparity to arise, this would
signal some inconsistency, requiring adjustments among the three dimensional scores, in
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this way mitigating the effects of rating subjectivity. For example, good partner
performance (assessed against current policies and standards) combined with favorable
exogenous conditions may contrast with an apparently poor development impact thus
requiring arevision of one or both assessments (e.g., by concentrating on the adequacy of
policies and standards or on the accuracy of the devel opment impact indicators).
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COMMENTSFROM THE GOVERNMENT ON OED REPORT

MINISTRY OF TRADE SOCIALIST REPUBLIC OF VIETNAM
--------- Independence — Freedom — Happiness

Ref: Comments on the Bank’'s Hanoi, 26 September 2001
“Vietnam: Country Assistance
Evaluation”

To: World Bank Vietham

After studying the document “Vietnam: Country Assistance Evaluation” prepared by
OED, MOT have some comments as follows:

l. Overall comments:

1. The report gave a comprehensive assessment on the cooperation between Vietnam
and the World Bank during along time since Vietnam unified its country to date. The
report focused on the status of all sectors that WB provided assistance operations (since
resuming relations) in order to assess the efficiency of WB operationsin Vietnam
according to WB criteria.

2. The report was well prepared, brief and close to the current status with various
illustrative figures. The report was based on the consultations with Government agencies
through relevant questions, but MOT has not received any questions relating to trade.

3. For assessment on trade reform, the report has indicated the main points of trade
policy reform and some improvements during the last time. However, the report has not
shown the strong reform according to trade liberalization, especially the Vietnam’'s
process of actively economic integration and its achievements gained over the recent
time.

4, The report stood just at the assessment on Vietnam’ s trade policies from “a
system of extensive controls of virtually all imports and export to one of selective tariff
and non-tariff protection for selected imports’ (Part 3: Progress on development
objectives, para 3.4), and not yet indicated the guideline on trade liberalization while it
has to implement “proper, selective and time-limited protection” in Vietnam's process of
actively economic integration.

The following recent progress in trade policies has not yet indicated in the report:
" Joining regional trade organizations such asAFTA, APEC, ASEM
. Extending business rights in import-export activities for all enterprises
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= |ssuing asustainable management mechanisms for exports and imports (5
years) that aims to make the trade policy more transparent and gradually
reduce quantitative restrictions.

= Reform tariff policy towards transparency, simplicity and efficiency

5. Especidly, the report has not shown the GoV’s commitments to negotiations to
join WTO. Thisisthe effort to fully reform in trade policies.

6. For WB'’s operationsin Vietnam during last time, the report has recorded WB'’s
assistance to Vietnam systematically, assessing reasonably the involvement and
achievements. These assessments have shown the WB’ s contributions as well as
shortcomings of sectors supported by WB. Generally, MOT agreed with most of
assessmentsin Part 4 —“ Attributions and Ratings’.

7. The WB' s contributions to Vietnam during last time are proactive. However, it
needsto affirm the impact of the change in Government agencies' way of thinking as
well asin defining the appropriate steps for the reform process on the achievements
gained so far. The reforms carried out have reflected the policy and directions of the
Government and the Party of Vietnam. The assessment in the “ Counterfactuals’ (par. 4.7
and 4.8) isnot appropriate, asit showed only World Bank’ s role but not Vietnam's
active role in the reform process, and Vietnam’'s emphasis on the prudence and the
sustaining of stability, and on that the reform pace should be correspondent with the
Vietnam's socio economic situation.

8 Data: The report used World Bank data thus there are some discrepancies to the
data of the Vietnamese agenciesi.e. in the GDP growth, poverty rate .....This may be due
to the differences of the resources and cal culating methods used.

I1. Proposed revisions:

1 Background part: The report has reflected the main socio economic features of
Vietnam since 1976 till now in the areas of macro economy, infrastructure, rural
development, environment, health, education and public administration, especially the
reformsin those areas during the 1990 decade. The assessment is accompanied with the
detailed data, though in some places, the assessment has not yet fully reflected the actual
situation.

2. Par. 1.2. Taken into account
3. Par 1.14: Taken into account

4, Par. 2.7: Please change “1n spite of the Government’ s reluctance” to “In spite of
the Government’ s prudence’

5. Par. 3.4. Please revise the whole first phrase to “ Trade policy has been changed
toward liberalization. Vietnam isimplementing its policy on active integration to the
world economy by participating in the regional economic associations (ASEAN, ASEM,
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APEC,...) and is currently under negotiation for joining WTO. The rights on doing
business of the enterprises of various sectors are extended that allowed a number of
enterprises, especialy the private enterprises take part in the external trade. Though a
selected, time-bounded and reasonabl e protection level is still maintained but the non
tariff barriers have been cut down substantially and dramatically recently.” Besides,
earlier overall comments should be also incorporated in this paragraph.

6. Par. 4.7 and 4.8 should be revised to highlight that the reforms carried out are
Vietnam’sinitiatives. They are implemented in the form of careful stepsin order to
maintain the socio economic stability and to avoid the negative impacts of the market
economy. World Bank’s attributes are considerable in term of technical assistance to the
adjustment of policy in specific area.

For Minister of Trade

Vice Minister Luong Van Tu



74 Attachment 2

MINISTRY OF FINANCE
SOCIALIST REPUBLIC OF VIETNAM

Date: 20 September 2001

Dear Laurie Effron

[ would like to bring te your attention several points, that in my opinion, would need
some modifications. Regarding the draft of Country Assistance Evaluation, I have
tollowing comments:

Page iii, Paragraph 4: the second line from the end of the paragraph: “and limited

success until _...... strucrural reform”, we would suggest you change to “and a great
deal of time to discuss to get success”

Page iv, paragraph 6, last sentence: I would suggest o add “In PRSC program
commited with the WB, the Government focuses to solution of SOE reform and
state own commercial bank reform”™

Page 1, paragraph 1.2, First sentence: “After unification ..... the north”, we suggest to
change to “After unification, the Government implemented the centralized planning
mechanmsm, collectivized farming, and output targets for industry.”

Page 4, paragraph 1.13, “Land registration excludes wornen™ . 1 believe that there is
no existing regulations that excludes women for land registration. I propose to correct
this information.

Page 7. paragraph 2.9: “Project design, however, or term of the selection of
provinces, was not based consistently on poverty mapping” . In reality, when the
selection of provinces in the project was done, we were based on the poverty maps
(Poverty provinces and poverty areas) and gaping between the donors. Some poverty
provinces have at that time received other ODA funds for poverty alleviation. So WB
fund was allocated to other provinces. In addition, the selection of provinces took
into account economic efficiency and invested priority.

Page 7, paragraph 2.10, * Ministrty of Transport has proceeded ......economic
analysis”. We would think thats the WB’s point of view on paving road for rural
road is somewhat hard and not allows the diversity of practical that may lead to
wasted investment. For example, Dak lak province has so much rain and thus, base
assess roads exist for only | or 2 years. The Government has requested that WEB
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could increase investment limitr for each rural road to pave road in order to have
sustainable project achivements.

Page &, paragraph 2.13 , “This latter component ........policy advice®. According to
Government opinion, this onlending project is implemented efficient. Rubber
factories were onlent at market interest rate ( Libor + 1%). This is not assistance from
government but it is really commercial lending.

Page 9, paragraph 2,15, “ By failing to address ...._.. unlevel playing field”. In my
opinion, in Vietnam, economic types are considered those are equally. But capacity
of SOE and private sector are far different, In several sector, only SOEs have large
capital, technology and experience and therefore have fully capacity to participate in
the bidding. Many projects financed by WB have low progress due to the fact that
SOE can not participate while private companies lack of capacity.

Page 18, paragraph 3.11. the third line from the end of the paragraph , “Rank by the
Hong Kong ... in Asia”. Since the assessement is not strongly supported by
comparative empitical evident, I would suggest you consider removeing it

Page 20, paragraph 4.7, “the more conservative .....even reserved them” . I confirm
that the reform in Viemam is indispensable and main task of The Party and
Government of Viemam. Whether it has or does not have an assistance from
outside, the reform should take place.

Page 23, paragraph 5.1, “Bank assistance should ... a market economy”. I would
like to affirm that under development policies, Vietnam facuses as a priority on all
three issuegireform on structures and institutions, completion infrastructure on
economic and social ( Including mainteherce as well as paverty reduction).

I hope my comments above are helpful and please contact me if [ can be of futher
assistance .of

With best regards

Trueng Thai Phuong,

Director

External Financial Department
Ministry of Finance, Vietnam
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Vietham
Country Assistance Evaluation
Management Action Record

Major monitorable OED M anagement response
recommendationsrequiring a
response

The Bank should increaseits support for We share the view that we should strive to forge better links between our dialog on policy and institutional issues with
structural, policy, and institutional reformin the project portfolio. This was an explicitly stated goal of the last CAS, and is addressed in the CAS Progress Report, to
investment lending. To this end, it should: be reviewed by the Board on October 25™, 2001. We are pleased with progress, but agree that thisis an area in which
thereis scope for improvement.

1. Develop a more strategic approach to rural
development, focusing assistance in two or
three major areas.

More than 90% of the poor livein rural areas, and the government has rightly seen rural development as their most
important challenge. Following our major report “ From Vision to Action” in FY98, we helped place rural development
at the center of the donors’ agenda, through the use of the Consultative Groups and other fora, and also madeits IDA’s
leading sector for support. We agree that in the upcoming years we would seek to focus our rural support as strategically
as possible. But this does not necessarily imply that the number of subsectors should shrink. There are currently nine
rural projects, with $706 million of IDA funding, in our active portfolio. These address urgent challenges in the fields of
water resources ($202 million for 2 projects), rural infrastructure ($262 million for 3 projects), rural finance ($122
million for 1 project), forest management ($53 million for 2 projects), and agricultural services ($67 million for 1
project). It isnot obvious that if we had consolidated to fewer sectors — for example, eliminating the forest projects and
placing the resourcesin rural finance — we would have had a bigger impact on policy and ingtitutional development. The
CDF approach that we have been practicing in Vietham will enable us clarify comparative advantages, particularly with
the ADB, and it islikely that we will eliminate at least one subsector fromour rural lending.

2. In transport it should agree with Government
on criteria for road standards and focus
support on improving maintenance policies and
institutions.

We agree with this recommendation. The concern about the need to agree on standards refers to the fact that sometimes
the Ministry of Agriculture and Rural Development applies higher standards on rural roads than does the Ministry of
Transport. It also stems from a desirein some Provinces that | DA should finance hard-topped rural roads rather than
the lower cost roads that are currently supported under our Rural Roads projects. We have agreed with the Government
that IDA funds can support rural roads with bitumen finish where explicitly justified on economic grounds. The subject of
operations and Maintenance is also a very important one, and will be the principal objective of the project in the sector
(which will help set up a national road maintenance fund).

3. Ininfrastructure and rural projects, further We agree thereisa need fqr the C_%oyernmept to devgl op be_tte_r informa_lti on systems on the linkage between public
strengthen the poverty focus by agresing with spending and .poverty, andin c! arifying their al!ocatl on princi ples. Thisisan |njportant gomponmt of th.e wprk of the
Government on criteria to be used for targeting. Poverty Working Group and will be embedded in the upcoming PRSP. In establishing criteria for targeting it is
important to remember that while some regions are particularly poor and deserve special focus (and thisis the theme of
our two community-based poverty targeted projects), the poorest 20% of communes (which tend to be remote) account
for only around 10% of the poor. In Vietnam all rural areas have widespread poverty, and thus all well-designed rural
roads can help address poverty.
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Report from CODE

Informal Subcommittee to the Committee on Development Effectiveness

Vietnam: OED Country Assistance Evaluation and OEG Country Impact Review

October 23, 2001 CODE?2001-95

1. Thelnformal Subcommittee (SC) of CODE met on October 15, 2001 to discuss the OED Country
Assistance Evaluation (CAE) for Vietham (CODE2001-0088), covering FY 88-FY 01, and the OEG Country
Impact Review (CIR) for Vietham (CODE2001-0089), covering FY 92-FY01. OED rated the overall outcome
of World Bank assistance to Vietnam satisfactory, with Bank efforts to deliver this assistance being considered
exemplary in following the Government’s priorities and the Bank’s corporate mandates. OEG’ s evaluation
found that IFC’ s efforts had been relevant and well-executed but that outcomes had been mixed in the wake of
the Asian crisis and slowing in the pace of reforms. OEG also found that IFC’ s Vietnam operations will
continue to require a significant cross-subsidy from profits generated in other countries, raising the issue of the
sustainability of past activity levels relative to opportunity costs.

2. Comments by Management. Management welcomed the CAE and generally agreed with OED’ s analysis,
conclusions and specific recommendations. Noting that the vast magjority of Vietnam’s poor livein rural areas,
it was not certain that limiting IDA involvement to 2-3 rural subsectors, as recommended by OED, would
improve performance. It emphasized that lessons from institutional development in Vietnam ought to be
included in the CAE, pointing to the difficulty of building market institutions and noting that the positive
development outcomes observed in Vietnam reflected important progress in institution building over a
relatively short period. Interms of safeguards policies, Country Management isinterested in OED’s
recommendations (see section below). IFC Management noted that IFC had alot to learn from its experience
in Vietnam related to when and how to engage (striking the balance between not getting ahead of the reform
process and making a contribution to private sector development) given the difficult environment for the
private sector in many transition countries. In afrontier country like Vietnam, IFC clearly faces a tradeoff
between the profitability of its operations and the extent of its direct involvement in investment activity.

3. The SC broadly supported the findings of the eval uation reports and raised the following issues.

4. Bank/IFC strategy. Committee members noted that the evaluations stated that past Bank/IFC strategies
have been targeted at the right priorities, implicitly attributing performance shortfalls to inadequacies in the
environment and the effects of the Asian crisis. One member questioned the extent to which the Bank Group
strategy itself had focused on ingtitutional development. Other members requested greater clarity on the quality
of IFC’s performance given the mixed feedback on IFC services from some members of some constituencies.
A member asked what contribution MIGA might have made relative to FIAS' s lack of successin establishing
an investment promotion agency, and requested that MIGA’ s servicesin PSD promotion be evaluated in these
country evaluations. OEG staff responded that the summary finding on IFC’ s perceived value-added delivery
being favorably perceived within the country was an accurate characterization of the overall feedback, even
though some in some constituency groups had complaints as noted in the report. OED commented that it rates
the outcome of Bank assistance and not Bank performance; however, inits view performance had been better
than the report indicated.
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5. Adjustment lending. Some members expressed concern about the low level of adjustment lending in
Vietnam, noting that in other transition countries adjustment operations are used to support structural change.
OED commented that at the time the Bank first started operations, Vietnam was still recovering from years of
conflict and the need had been for infrastructure investment lending rather than adjustment operations. In that
context the Bank’ s focus had been appropriate. Management pointed out that Vietnam’ s approach towards
structural reform was consensus driven, incremental and cumulative and thus did not lend itself to the Bank’s
traditional support to “lumpy” packages of reforms through structural adjustment lending. Mgjor structural
changes have taken place during the last decade, particularly with respect to the increased dynamism of the
private sector. The Government, however, continuesto believein arole for state enterprisesin some sectors.

6. Safeguards. Some members commented favorably on OED’s recommendation to pilot a* principled
compromise” between the Bank’ s approach to implementing its safeguards policies and that of Vietnam. This
would apply country-wide to all investments and thus minimize the tension and implementation confusion
resulting from the application of different policies side-by-side. Members underlined the need to ensure that
the Bank’ s policies not be relaxed, but pointed out that sustainability requires cognizance of a country’s own
systems.

7. ESSD Management responded that while it appreciated the opportunity to work with Vietnam on the
harmonization of safeguard procedures and policies, there should not be a perception that the Bank would
consider lowering its standards. It noted that the term “compromise” could be seriously misinterpreted by
parties outside the Bank and recommended that an alternative terminology be adopted. It looked forward to
more details on the bases for OED’ s recommendations given the importance of these recommendations.
Management also noted that a harmonization of environment related safeguards policies appeared more
promising as a starting point than a harmonization of social safeguards policies. Harmonizing safeguard
processes was quite different from harmonizing policies since Bank Operational Policies are legally binding
and might require awaiver from the Board, setting a highly visible precedent. Regional management
emphasi zed that this provides a good opportunity for adialogue with borrowers on the subject. OED clarified
that their recommendation was based on eval uation evidence about the high transactions costs of the enclave
approach, pragmatic considerations related to the difficulty of implementation of Bank operationsinvolving
safeguards, and the idea of using the space afforded by the CDF to discuss the issues involved.

8. Partnerships. One member asked whether the Bank was perhaps expanding its involvement too fast,
especialy in seeking aleading role in different sectors despite being late in coming in to Vietham. He noted
that selectivity and partnership were critical ingredients of the CDF approach. Management responded that
decentralized country management had meant that the Bank had a very strong local presence, which was able to
provideintellectual leadership for poverty related work in addition to its traditional responsibility for
Consultative Group coordination.

9. Linksbetween investment operationsand ESW. A committee member asked about the role played by
the Poverty Assessment in project identification and questioned whether the pace and timing of the I-PRSP had
been driven by the Bank. Other members asked about follow-up to the Public Expenditure Review with regard
to improvements in accountability and monitoring. Management clarified that the PRSP process was fully
country-owned, that the Government had done much background work on the PRSP even before it became a
Bank mandate, and that the time-table for it had been set by Vietnam. At the sametime, it acknowledged that
progress had been slow in systemic governance related issues.
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10. Next steps. The Board will discussthe CAS progress report for Vietham on October 25, 2001. A full CAS
for Vietnam is expected early in the next FY.

Emmanuel Moulin, Acting Chairman
CODE Subcommittee

Distribution

Executive Directors and Alternates
President

Bank Group Senior Management
Vice Presidents, Bank, IFC and MIGA
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