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The ODA Source and Development
of Infrastructure in Vietnam

ue to its nature,
the ODA source
is usually used
by recipients to build in-
frastructure with a view
to creating favorable
conditions for economic
activities and more for-

ships, ports, telecommu-

nications, and even
schools and hospitals
are all still lacking

while the public invest-
ment is very limited. In
the years 1990-91, the
budget deficit was re-

ment projects and left
many other industries
to private investment.
To preserve high and
sustainable growth
rates Vietnam has to de-
velop the social and
technical infrastructure.

Table 1: General budget incomes and expenditures in 1989- 1992

ltem [ 1008 | 1990 | 1991 | 1992
As % of the GDP '
Income 16.0 16.1 14.8 18.6
Regular expenditure (no interest) 17.8 16.1 12.5 14.7
Fixed assets 6.7 5.6 3.1 5.6
Balance -8.5 -5.6 -0.8 -1.7
Interest payment 2.9 2.4 1 2.1
Grand balance -11.4 -7.9 -2.5 -3.8
Financial support 11.4 7.9 25 3.8
Net foreign debt and aid 4.4 4.9 1.9 2.9

Source: Ministry of Finance, Viét Nam chuyén sang kinh 1€ thj trudng (“Vietnam on lis
Way to Market Economy”), Ha Noi, 1994.

eign investment. That
is why the ODA source
always plays an impor-
tant role in the building
of infrastructure in de-
veloping countries. And
in Vietnam in particu-
lar, this is reflected in
the following facts.

(1) Increasing public
investment in the infra-
structure development:

Talking about the in-
frastructure in Vietnam
after the economic re-
form was launched, ones
usually consider it as

duced but it still per-
sisted, which showed
that investments in the
infrastructure develop-
ment was beyond its
reach.

According to the WB,
the public investment in
this period was cut to
the bone. Public expen-
diture on fixed assets
fell from 6.7% of the
GDP in 1989 to 3.31%
in 1991 and then rose to
5.6% in 1992. The de-
mand for public invest-

The Government
couldn’t ensure an ap-
propriate public invest-
ment without huge for-
eign aid and a policy to
promote thrift.

From October 1993
on, relations between
Vietnam and the WB,
IMF and ADB were nor-
malized. The first con-
ference of donors for
Vietnam was held in
November 1993, The
American embargo was
lifted in 1994, These im-
provements helped the

obsolete, overloaded ment was great and the ODA source return to
and poorly developed. Government has. paid Vietnam. With support
Roads, bridges, air- full attention to the in- from this source, the
ports, power plants, frastructure develop- pressure for public in-
Table 2: Budget deficit in 1996-2003
Year ' 1996 | 1997 | 1999 [ 2000 | 2001 2002 2003
Deficit (as % of GDP) 1.6 1.7 0.8 2.8 3.1 3.2 2.5

Source: www.inf.org and www.worldbank.org
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vestment was reduced
with the result that the
budget deficit was kept
low in 1996-2003.

In the years 1993-95,
some 35% of the ODA
source was put in infra-
structure for transport.
The outlay disbursed for
the Ministry of Trans-
port rose from US$110
million in 1996 to 212
million in 1998. In re-
cent years, some 80% of
this source has been
used for building roads
and bridges. It’s worth
noting that the 10 big-
gest projects to build
roads have consumed
some 90% of foreign aid
for transport develop-
ment since 1993,

The power industry
is also supported by the
ODA source. Some ma-
jor ODA-financed power
plants are Phi My 1,
Phi My 2-1, Pha Lai 2,
Ham Thuin- Pa Mi and
Soéng Hinh. This sources
helped upgrade the
grids in many big cities
and build ones in rural
areas.

The ODA source also
helped with building of
water pipes and sewer-
age in many cities and
towns. In the period
from 1993 to 1995
alone, thousands of sys-
tems for supplying clean
water in rural areas
were built.

As for health care
and education services,
the ODA has helped up-
grade and give equip-
ment to many hospitals
in HCMC and Ha Ngi,
and carried out various
programs to develop the
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Table 3: Estimate of the share of ODA in national budget in 2006-2010

Total | 2006 2007 2008 2009 2010

Share of ODA in the na-

tional budget (US$ bil.) 9.0 1.6 1.8 1.8 1.9 1.9

Share of ODA in public in-

vestment (%) 25 25 23 22 20
Source: MPI
education service when production cost. In The ODA source has
the aid from the Soviet short, the consistent changed and improved

bloc was cut.

In short, the ODA
has accounted for 22% -
25% of the public invest-
ment in recent years.

(2) The ODA is an ef-
fective solution to the
infrastructure develop-
ment when domestic
sources of investment
are limited.

Like other Southeast
Asian countries, Viet-
nam uses this source for
infrastructure develop-
ment in order to provide
preconditions for eco-
nomic growth in the
postwar period. This
source has been used in
projects to repair and
build National Routes 1,
5, 10 and 18; and
TransAsia  Highway,
major power plants
(Phd My, Phd My 2-1,
Ham Thuian- Pa Mi,
Séng Hinh, Pa Nhim,
Pha Lai and O Moén);
and hydropower plants
(Yazunha, Phan Ri -
Phan Thiét, Hong Delta
and Mekong Delta, ete.)

(3) The ODA helps
develop the infrastruc-
ture effectively and con-
sistently.

With abundant sup-
ply of capital, long ma-
turity and low interest
rates, the ODA allows
implementation of vari-
ous projects in different
industries and sites at
the same time, which
brings about consistent
and even development
in many industries.
Better infrastructure al-
lows producers to im-
prove their business
performance and cut
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and even development
has positive effects on
the socioeconomic
growth.

(4) The ODA helps
local concerns and orga-
nizations get access to
modern equipment and
technologies.

When taking part in
ODA-financed projects,
local companies have
had chances to get ac-
cess to modern software
and technologies. Im-
provements in the tele-
communications service
also facilitated this pro-
cess. In the air trans-
port business, the ODA
source brought about
modern equipment and
control systems, and
new faces for such air-
ports as N¢i Bai, Tan
Son Nhat and BPa Néng.

the health care service
in Vietnam by modern-
izing major hospitals,
such as Saint Paul Hos-
pital, Central Maternity
Hospital, and Bach Mai
Hospital in Ha Ni, Tir
Dii and Cho Ray Hospi-
tals in HCMC. In Saint
Paul Hospital for exam-
ple, the ODA source ac-
counted for 74% of
expenditures on new
equipment in 2003
(some VND2.9 billion)
while the hospital itself
and grant-in-aid ac-
counted for the rest.

(5) The ODA im-
proves business perfor-
mance of the public sec-
tor.

At present, some
40% of projects sup-
ported by the WB relate
to public institutions,

which improve the per-
formance of the public
sector and public ser-
vice. The better part of
foreign aid is also used
for reforming the ad-
ministrative machinery.
Distribution of this
source is as follows: 40%
in social infrastructure
and public manage-
ment; 40% in technical
infrastructure; 12% in
agriculture and 7% in
manufacturing and
other industries.
Foreign experience
shows that govern-
ments that supply good
public services and utili-
ties have great chances
to receive foreign aid
and investment. Viet-
nam is pursuing this ef-
fort in order to improve
the state management
and create better condi-
tions for the socioeco-
nomic development.
However, Vietnam has
to repay both principal
and interest, although
low, when due. So better

management of this
source of finance is a
critical task.®m





