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VIETNAM
Second Highway Rehabilitation Project

Credit and Project Summary

Borrower: Socialist Republic of Vietnam

Beneficiary: Not applicable.

Poverty: Not applicable.

Amount: SDR 136.3 million (US$195.6 million equivalent)

Terms: Standard IDA terms, with 40 years' maturity and 10 years of grace.

Commitment Fee: 0.50% on undisbursed credit balances, beginning 60 days after
signing, less any waiver.

Financing Plan: See Schedule A

Net Present Value: US$356 million at 10% discount rate on 96% (or US$199
million) of total project cost (excluding price contingencies).
Economic rate of return of 40% on rehabilitation of Highway 1
between Vinh and Dong Ha and 70% on the Pilot Periodic
Maintenance Program.

Staff Appraisal
Report: No. 16108-VN

MAP: IBRD 27900

Project ID: 4842
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MEMORANDUM AND RECOMMENDATION OF THE MANAGING DIRECTOR
TO THE

PRESIDENT OF THE INTERNATIONAL DEVELOPMENT ASSOCIATION
(the Association acting as Administrator of the

Interim Trust Fund)
ON A PROPOSED INTERIM FUND CREDIT

TO THE SOCIALIST REPUBLIC OF VIETNAM
FOR A SECOND HIGHWAY REHABILITATION PROJECT

1. I submit for your approval the following memorandum and
recommendation on a proposed development credit to the Socialist Republic of Vietnam
(Vietnam) for SDR 136.3 million, the equivalent of US$195.6 million, on standard IDA
terms, with a maturity of 40 years and 10 years' grace, to help finance a Second Highway
Rehabilitation Project.

2. Background. Vietnam stretches over 1,600 km from the Chinese border in
the north to the Gulf of Thailand in the south. Its two densely populated river deltas, the
Red River Delta in the north and the Mekong Delta in the south, which are some 1,250
km apart, are linked by a narrow land strip defined by the mountainous border region to
the west and the South China Sea to the east. With 73.5 million people (1995), Vietnam
is the most populous country in Southeast Asia.

3. The country has significant natural and skilled human resources and a good
potential for long-term economic development. In the last few years, there have been
radical structural changes in the economy towards a market-based allocation of resources
and, as a result, the economy is growing at a healthy and sustainable 9-10% per year.

4. To support its rapid economic growth, Vietnam needs a strong transport
sector, both in terms of physical infrastructure and the quality of service provided.
However, war damages and the subsequent years of economic stagnation resulted in a
transport system (road, rail, river, maritime, air and pipeline) that is old, dilapidated and
unreliable and the transport fleet is obsolete. The classified road network of about
106,000 km, with 15,000 km of paved roads, is basic, but not out of line with a country of
Vietnam's level of development. Only 14% of the roads can be considered to be in
'good' physical condition. Most densely populated places can be reached by inexpensive
water transport, and few towns are more than 50 km from the coast or one of the 11,000
km of navigable inland waterways. The road and water transport systems are
complemented by railways and major cities are served by air.

5. Freight and passenger traffic volumes are low compared to most countries.
Road transport is by far the most widely used mode by passengers and freight, with a
share of about 60 - 70 percent of the total. However, the highway system is generally in a
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poor condition due to inadequate design standards, low technology construction and
antiquated equipment combined with inadequate quality control. Despite recent
substantial increases, the allocation of funds for rehabilitation and maintenance is still
below needs. The problem is compounded by the general shortage of revenue, lack of
appropriate criteria for establishing road budgeting priorities and the absence of good
road management systems at all levels. This condition imposes high costs on road users
and constrains economic growth in the poorly served regions of Vietnam.

6. In line with Vietnam's economic reform program a number of important
policy and institutional reforms have been undertaken. Their common thrust has been to
move the transport sector from a centrally administered command system to one based on
market principles and decentralized decision making. Thus, for example, cargo
allocation to specific transport modes, obligatory tariffs and fares and controls over entry
into the industry were abolished and left to the marketplace. State transport enterprises
were commercialized and direct subsidies abolished. In addition, private transport
enterprises were allowed to operate freely, and investment in transport infrastructure and
operation was opened to the private sector. Further, steps were taken towards recovery of
costs from users of transport infrastructure provided by the state. The Ministry of
Transport (MOT) and related institutions were reorganized and others were created to
better meet the needs of the new market based transport sector.

7. In its strategy for development, prepared in close consultation with IDA,
the Government has accorded a high priority to improvements in the transport sector.
Thus, it plans to allocate between 2 - 3% of GDP per year (about US$600 - 700 million)
for the next 10 - 15 years to restore, modernize and maintain Vietnam's transport
infrastructure. In addition, the non-state sector is expected to spend another 1.5 - 2% of
GDP per year for vehicles, equipment and other commercial transport infrastructure.
Priority investments will aim at the rehabilitation of key infrastructure, modernization of
obsolete equipment and institutional strengthening for management and maintenance.

8. The physical improvements will be complemented by a broadening and
deepening of the transport reforms already started in the context of previous reforms. The
process of transforming Vietnam's regulatory and institutional framework will be
evolutionary and is expected to be completed within a time frame of 5 -10 years. IDA's
role will be to continue its policy dialogue with Government and assist in the
implementation stage by means of focused economic and sector work, technical assistance
and targeted project lending. Thus, policies will be developed and implemented to redefine
the role of Government as owner and operator of commercially viable transport services,
with a view to leave these increasingly to the private sector. Remaining restrictions on
entry, competition and other regulations (including subsidies) will gradually be replaced
with a regulatory framework and institutions that ensure fair competition, appropriate
quality standards for the transport industry, safety and the efficient use of transport
infrastructure and other assets. Pricing policies for commercial public services and user
charges for the provision of public infrastructure (e.g. roads, rail track) will be developed
so as to reflect the economic costs of their use. The reform and strengthening of transport
institutions will be continued and transport training, research and manpower development
will be intensified.



9. Project Objectives. The broader developmental goal of the proposed
project is to raise overall economic efficiency and support economic and social
development of the country through an improved transport infrastructure. The specific
objectives are to: (a) reduce transport costs through improved national road infrastructure,
particularly Highway No. 1; (b) enhance the efficiency of road sector institutions in
periodic maintenance of the national road network; (c) reduce vehicle overloading and
improve traffic safety; and (d) enhance institutional capacity of MOT in environmental
impact assessment and monitoring.

10. Project Description. The project would comprise: (a) reconstruction of the
Vinh-Dong Ha section (292 km) of Highway 1 including bridges, land acquisition,
resettlement of project affected people, and supervision consultant services; (b) periodic
maintenance of selected priority national roads (about 1050 km) using competitive
contracting methods; (c) improvement of hazardous road sections to enhance traffic
safety; (d) support to the project management unit for Highway 1 (PMU1) including
logistics, office building, equipment and supplies and technical support for project
implementation, monitoring and evaluation; (e) strengthening of Vietnam Roads
Administration (VRA) and Regional Road Management Units (RRMUs) - which would
include purchase of additional maintenance equipment and construction of vehicle
weighing stations; (f) enhancing the skills of the highway sector manpower in road
agencies, design and research institutes and the construction industry through a program
of specialized training; and (g) detailed design and engineering studies. The project
design is consistent with Government's medium to long term objective of rehabilitating
Highway 1 and other major trunk roads initially, followed in 10-15 years by a program of
capacity expansion based on an adopted national road master plan.

11. Project Cost and Financing. The estimated total cost of the project is
US$236.7 million (including taxes, duties and contingencies) with a foreign exchange
component of US$193.9 million or 82 percent of total project cost. Duties and taxes
(including consultants' taxes) are estimated at US$9.5 million (to be borne by the
Borrower). IDA acting as Administrator of the Interim Trust Fund (ITF) is expected to
finance US$195.6 million equivalent under the Interim Fund, or 83% of the total project
cost (87% net of taxes and duties) of which approximately 88% is for civil works, 6% for
implementation support and technical assistance, 3% for equipment and vehicles, 2% for
studies and 1% for training. About 8% (or US$14.3 equivalent) of IDA (ITF) financing is
for local expenditure. The Government is expected to cover US$41.1 million equivalent
(17%) which includes full financing of the two major bridges (US$ 14.8 million). A
Special Account would be established in the amount of US$10.0 million equivalent.

12. The breakdown of project costs and the financing plan is shown in
Schedule A. A summary of the procurement and disbursement arrangements is given in
Schedule B. A timetable of the project's key processing events is shown in Schedule C,
while the status of Bank operations in Vietnam and data on the country at a glance are
given in Schedule D and Schedule E, respectively. The Staff Appraisal Report dated
February 28, 1997 will be distributed separately.
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13. Implementation. MOT would be responsible for overall project execution
through its project management unit, PMU I, which would also provide oversight and
supervision of contract management, technical assistance, studies and training to be
implemented by other agencies. VRA (through the RRMUs) and relevant Provincial
Departments of Transport (PDOTs) would be responsible for implementing the periodic
maintenance component except for ICB contracts which would be executed directly by
PMU 1 for MOT. All civil works in connection with reconstruction of Vinh-Dong Ha road
section, periodic maintenance of selected sections of Highway 1 and maintenance
equipment for RRMUs would be procured on the basis of ICB. Periodic maintenance
contracts on other national highways and civil works in connection with the construction
of weigh stations, improvement of hazardous road sections, and the PMU I operation
center would be procured on the basis of NCB. The project is expected to be completed in
five years from its inception.

14. The engineering design details, draft tender documents and pre-
qualification of contractors for the major civil works contracts have been completed. Bids
are expected to be invited in March 1997. PMU 1 has prepared a Project Implementation
Plan (PIP) following IDA guidelines and the document has been finalized during
appraisal. As a result of the first highway rehabilitation project, the Vietnamese staff in
the implementing agencies have gained much experience and are technically qualified to
implement a majority of the project components. With international technical assistance
and advisory services provided under the project to bridge the gaps, no substantive
problems are foreseen in timely and efficient implementation of the project.

15. Performance Indicators. To measure performance of the project with
regard to achieving its stated objectives, key indicators will be monitored during
implementation and after completion. The key indicators are: (i) reduced vehicle operating
costs (VOCs); (ii) reduced tariffs for transport of passengers and goods in real terms; (iii)
increased travel speed; (iv) increase in volume of periodic maintenance undertaken by
competitive bidding; (v) reduction in incidence of overloaded vehicles; (vi) reduction in
accidents and number of fatalities; (vii) production and use of guidelines for EIA of road
projects.

16. Project Sustainability. Effective maintenance is key to the sustainability of
benefits from the civil works, the major project component. Therefore, the project would
continue the assistance and training to improve the maintenance management
organizations (VRA, RRMUs) and their staff as well as provide materials and equipment
to improve operations to the extent possible (while taking account of absorptive
capacities). The civil works component has robust economic rates of return and would
therefore be economically sustainable. Sustainability of the expected benefits is further
strengthened by improved axle load regulations and control, accordance of high priority to
and increased funding for routine and periodic maintenance, and strengthened training and
development of highway sector manpower expected to be achieved under the project.
There is also a high degree of project ownership with the client and unified support from
major donors active in the sector.
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17. Lessons from Previous IDA Involvement. The first road sector project, the
Highway Rehabilitation Project, Credit 2549-VN, was declared effective June 13, 1994,
after a delay of six months due to initial problems with implementation of the agreed
Resettlement Action Plan (RAP). These problems can be attributed to lack of experience
in dealing with the Bank and the difficulty of applying different standards of compensation
for resettlement on different sections of the same road depending on the source of
financing. There were also budgetary concerns on the cost of resettlement which led to the
adoption of a non-cash alternative for the creation of new assets which is now being
offered to project affected people. An inadequate legal and administrative base and limited
experience in procurement processing, a slow-moving bureaucracy and heavily centralized
decision-making have affected progress of the on-going operation. While improvements
are expected to be achieved under Credit 2549-VN and through sector and economic
work, these are bound to be slow, and project implementation schedules have therefore
taken this into account. The establishment of a Project Management Unit (PMU 1) and the
appointment of international consultants to help train its staff and provide technical advice
through these initial phases have been helpful.

18. Rationale for IDA Involvement. The project would be fully consistent with
IDA's country assistance strategy (Report No. 15053-VN) discussed by the Board on
October 25, 1995 (updated October 1996) of supporting Vietnam's transition to a market
economy, strengthening sector institutions and assisting Government to plan and finance
infrastructure development. In line with the CAS, the proposed project will modernize
contracting methods using national competitive bidding procedures, strengthen road sector
institutions in contract administration, management and supervision and introduce modern
economic evaluation methods for planning and programming road maintenance and
construction investments.

19. The ability of Vietnam's economy to respond efficiently to market
incentives depends to a large degree on well-functioning infrastructure, such as the power
and transport systems. Thus, the public investment program in transport focuses on the
rehabilitation and maintenance of the existing national highway system which has been
identified by the Government as one of the country's most urgent needs. In support of this
objective IDA, ADB, Japan and other bilateral donors are collaborating to rehabilitate the
entire Highway No. 1 from China in the north to the Gulf of Thailand in the south, as well
as other priority trunk roads. IDA is particularly well suited to assist the Government in
coordinating broad donor support in this regard and the proposed project will be part of
this joint effort.

20. Agreed Actions. During negotiations, agreement was reached with the
Borrower on:

(a) a timetable for the review and adoption of appropriate regulations for
vehicle weights, dimensions and axle load limits;

(b) joint review and agreement with IDA by October 31 of each year on
Government's annual expenditure program for the road sector for the
forthcoming year;
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(c) establishment of an environmental impact assessment and monitoring
unit in PMU 1, and adequate steps to be taken during the design and
construction phase, to mitigate any adverse environmental impact of
the project in accordance with the environmental impact assessment;

(d) resettlement of project affected people to be completed in accordance
with the agreed RAP and the time-bound action plan for already
affected persons as defined therein;

(e) provision by Government of the necessary counterpart funds in a
timely manner;

(f) a set of measurable performance indicators related to the project
objectives and monitorable targets.

21. Environmental and Resettlement Aspects. The project is rated in Category
B for environmental impact. The environmental impact of the civil works will be minimal
because the rehabilitation will be carried out on the existing alignment. The engineering
design and construction methods include appropriate mitigating measures, such as,
designing slopes of cuts and fills to minimize potential for failure and erosion, provision
of additional culverts to improve drainage of surface runoff, and so on. For the most part,
the project will benefit the environment. Widening the roadway and improving the
surface will reduce air and noise pollution and improve traffic safety. Vietnam has also
taken steps to develop the framework and institutions for environmental protection. A
detailed environmental impact assessment (EIA) has been prepared for the project and
any potential environmental consequences will be taken into consideration during
implementation of the project.

22. Due to road widening, where required, and the clearing of encroachments
within the long established right-of-way, about 2,300 households (1 1,000 persons) are
expected to be affected due to reorganization or relocation of structures, 1,500 households
(6,700 persons) due to acquisition of residential land and about 4,500 households (20,000
persons) due to acquisition of agricultural land. In total, about 8,300 households (37,700
persons) would be affected by the project. A Resettlement Action Plan prepared by MOT
with the assistance of consultants during the feasibility and engineering design phase of
the project includes a time-bound action plan for resettlement and rehabilitation of
already affected persons due to clearance activities for road safety carried out by
government in the project area under Decree 36/CP (effective August 1, 1995). The RAP,
approved by IDA and the Government will be implemented by PMU 1 with the
involvement of the affected people and the peoples' committees at the provincial, district
and commune levels. Adequate mechanisms have been provided for the redress of
grievances and for external and internal monitoring and supervision. The lessons learned
under the first highway project have been taken into account in the design of the RAP for
the second highway project.

23. Project Objective Categories. The primary program objective category is
environmentally sustainable development. Secondary program objectives are economic
management and private sector development.
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24. Participatory Approach. In September 1995, a one-day stakeholders'
workshop was organized by MOT. The objective of the workshop was to discuss and seek
consensus on the objectives, design, scope and implementation arrangements of the
proposed project. The workshop was attended by representatives of MPI, MOF, the State
Bank, MOT, VRA, PMU1, RRMUs, relevant Provincial authorities, state enterprises,
domestic contractors, international consultants and technical advisors relevant to the
project. As a result of the discussions at the workshop, the technical design of the project
was modified and the project objectives, scope and implementation arrangements were
strongly endorsed. Furthermore, the VRA and PMU 1 participated actively in further
preparation of the project and elaborated the project implementation plan, terms of
reference for consultants and other aspects of the project.

25. Project Benefits. The primary benefits derived from the road rehabilitation
will be user cost savings resulting from reduced vehicle operating costs and travel time.
The benefits should translate into accelerated industrial and agricultural growth based on
improved transport facilities. Lower costs would also contribute to better integration of
Vietnam's economy and improve the spatial distribution of economic activities. Additional
benefits would accrue from savings on road maintenance costs; improvements in traffic
safety; institutional strengthening and improved sustainability of infrastructure. The
economic rate of return for the major road works component on Highway No. 1 is 40%
while that for the pilot periodic maintenance component is 70%. The combined net present
value at 10% discount rate is US$356 million on 96% (or US$199 million) of total project
cost (excluding price contingencies).

26. Risks. The main project risks are: (a) inadequate experience in using IDA
procedures such as those for procurement, disbursements and audits, which could delay
project implementation; (b) inadequate counterpart funds; and (c) changes in resettlement
policies and practice. As a first step to minimize these risks, IDA will continue to conduct
workshops and special training in IDA procedures in Vietnam. Also, MOT has created and
staffed PMU1 to be responsible for implementing the project, including accounting and
reporting and monitoring of progress. Technical assistance has been provided to PMU 1 to
strengthen its main functions and train local staff. Uncertainty about future availability of
counterpart funds is somewhat reduced by focusing on the highest priority transport
investment program and by the detailed annual reviews of the sector expenditure program
to be undertaken jointly by IDA, Government and other donors active in the sector. With
regard to resettlement, recent experience has shown that the rapidly changing legislative
and regulatory environment in Vietnam can be a source of potential conflicts with agreed
project specific resettlement policies. IDA is assisting the Government (under a separate
IDF funded project) to develop and put into practice a comprehensive national resettlement
policy which would clear up the nationwide rules and regulations. Meanwhile, experience
in dealing with resettlement issues and an extensive dialogue with Government arising
under the on-going project, has resulted in a mutually acceptable and satisfactory
resettlement action plan which is likely to reduce implementation problems.



- 8 -

27. Recommendation. I am satisfied that the proposed Interim Fund Credit
would comply with Resolution No. 184, adopted by the Board of Governors of the
Association on June 26, 1996, establishing the Interim Trust Fund and I recommend that
the President approve it.

Gautam S. Kaji
Managing Director

Washington, D.C.
February 28, 1997

Attachments
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Schedule A

VIETNAM
Second Highway Rehabilitation Project

Summary of Project Cost and Financing Plan
(US$ Million)

% %of
Project Component Local Foreign Total Foreign Base Cost

A. Road Rehabilitation 24.33 97.11 121.44 80.0 62.5

Vinh - Dong Ha 14.31 81.09 95.40

Major Bridges including supervision 1.80 10.20 12.00

Land Acquisition and compensation 5.70 0.00 5.70

Resettlement 1.19 0.51 1.70

Supervision 1.33 5.31 6.64

B. Periodic Maintenance 9.23 51.27 60.50 84.7 31.2

Pefiodic maintenance of selected roads 8.63 48.87 57.50

Supervision 0.60 2.40 3.00

C. Improvement of Hazardous road
sections 0.15 0.85 1.00 85.0 0.5

D. Support to PMU1 0.84 1.17 2.01 58.2 1.0

Operation center 0.15 0.35 0.50

Operating cost 0.61 0.00 0.61

Vehicles and office equipment 0.02 0.28 0.30

Project Implementation, monitoring and

evaluation 0.06 0.54 0.60

E. Support to VRA, RRMUs 0.28 4.92 5.20 94.6 2.7

Maintenance equipment 0.20 3.80 4.00

Axle load control stations 0.08 1.12 1.20

F. Training 0.30 0.70 1.00 70.0 0.5

G. Studies 0.30 2.70 3.00 90.0 1.5

Total Base Cost 35.43 158.72 194.15 81.8 100.0

Physical contingencies 2.03 11.35 13.38

Price contingencies 5.31 23.81 29.12

Total Project Cost 42.77 193.88 236.65 81.9 121.9

Financing Plan:

Government of Vietnam 28.5 12.6 41.1

IDA (ITF) 14.3 181.3 195.6

Total Financing Plan 42.8 193.9 236.7
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Schedule B
Page 1 of 2

VIETNAM
Second Highway Rehabilitation Project

Summary of Procurement Arrangements
(US$ million equivalent)

Procurement Method NIF Total
ICB NCB Other Al

1. Civil Works
Road Rehabilitation 117.34 117.34

(106.16) (106.16)
Major Bridges 14.76 14.76

Resettlement 1.99 1.99
(1.99) - (1.99)

Periodic Maintenance (including hazardous locations) 30.75 41.21 71.96
(27.78) (37.22) (65.00)

Axle Weigh Stations and PMU1 Operation Center 1.01 0.10 1.11
(0.92) (0.07) (0.99)

2. Vehicles and Equipment
Highway Maintenance Equipment. 4.60 4.60

(4.45) (4.45)

PMUI Vehicles and Office Equipment 0.35 0.35
(0.23) (0.23)

Axle Load Control Equipment 0.92 0.92
(0.92) (0.92)

3. Consultant Services
Implementation support 11.78 11.78

(11.38) (11.38)
Studies 3.45 3.45

(3.33) (3.33)
4. Training 1.15 1.15

(1.15) (1.15)
5. Land acquisition and compensation 6.56 6.56

6. PMUI Operating Cost 0.70 0.70

Total 153.61 42.22 18.82 22.02 236.67
(139.3) (38.1) (18.2) (195.6)

Note: Figures in parenthesis are the respective amounts financed by IDA (ITF)
Other: Includes National and International shopping, direct contracting and force account
a/ Not IDA (ITF) financed
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Summary of Disbursement Arrangements

Category Amount of Credit % Expenditure to be
(US$ million) financed from IDA (ITF)

1. Civil Works
(a) Road works and buildings 160.0 90% of all expenditures
(b) Resettlement works IL 2.0

2. Vehicles, Equipment and Spares 5.4 100% of foreign
expenditures, 100% of local

expenditures (ex-factory
cost) and 80% of local

expenditures for other items
procured locally

3. Consultant Services and Training 15.2 100% of all expenditures
4. Unallocated 13.0

Total 195.6
" Building materials for repairs and new structures, construction of infrastructure facilities at resettlement sites and

rehabilitation costs

Estimated Disbursements
(US$ million)

IDA Fiscal Year 1997 1998 1999 2000 2001 2002
Annual 2.0 32.5 60.4 54.4 38.3 8.0

Cumulative 2.0 34.5 94.9 149.3 187.6 195.6
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Schedule C

VIETNAM
Second Highway Rehabilitation Project

Timetable of Key Project Processing Events

(a) Time t.ken to prepare: 18 months

(b) Prepared by: Government with IDA assistance

(c) First IDA Mission: September 1995

(d) Appraisal: November 1996

(e) Negotiations: December 1996

(f) Planned Date of Effectiveness: June 1997

(g) List of Relevant ICRs and PPARs: Nil

This report is prepared on the basis of two pre-appraisal missions and an appraisal mission carried out in the period
February-November 1996. The task team comprised Messrs.\Mmes. Anil Bhandari (Team Leader), Koji Kuroda
(Highway Engineer), Dieter Havlicek (Transport Economist, Consultant), Toru Hashimoto (Urban Planner); Koji
Tsunokawa (Highway Engineer), Pramod Agrawal (Resettlement Specialist), Maria Huddleston (Resettlement
Specialist, Consultant), Carlos Escudero (Sr. Legal Counsel), Marie Khoury (Ret. Disbursement Officer), Gaye
Lindsey (Disbursement Officer), Utpal Mukhopadhyay, Takashi Matsumura (Environmental Specialist), Chander
Ohri (Procurement Specialist), Perry Radford (Task Assistant) and Eva Monteblanco (Task Assistant). Staff from the
Resident Mission in Vietnam included Messrs. Phan Ngoc Thach (Infrastructure Engineer) and Paul Stott (Sr.
Operations Officer). Staff and consultants from PMUI included Messrs. Pham N. Thuy (General Director), Nguyen
N. Dong (Deputy General Director) and Hans Petersen, Sven Hertel and Pierre Anoux (Consultants). Peer reviewers
were Messrs. Jacques Yenny (Principal Transport Economist, Lead Adviser), Antti Talvitie (Sr. Evaluation Officer)
and Dan Aronson (Resettlement Specialist). Messrs. J. Shivakumar and lavad Khalilzadeh-Shirazi are the Division
Chief and Director, respectively of the operation.
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STATUS OF BANK GROUP OPERATIONS IN VIETNAM

A. STATEMENT OF BANK LOANS AND IDA CREDITS /a
(As of December 31, 1996)

Amount (US$ million)Lb
Loan or (less cancellations)
Credit Fiscal
Number Year Borrower Purpose IDA/b Undisbursed

Two Credits closed. 209.70 0.0

of which SAL's, SECALS and Program Loans

2657 1995 Vietnam SAC 1 150.00 0.0

2548 1994 Vietnam Primary Education 70.00 61.92
2549 1994 Vietnam Highway Rehabilitation 158.50 132.95
2561 1994 Vietnam Agriculture Rehabilitation 96.00 21.74
2711 1995 Vietnam Irrigation Rehabilitation 100.00 91.20
2724 1995 Vietnam Power Sector Rehabilitation 165.00 153.18
2785 1996 Vietnam Payment System & Bank Modernization 49.00 47.23
2807 1996 Vietnam Population & Family Health 50.00 47.45
2808 1996 Vietnam National Health Support 101.20 96.13
2820 1996 Vietnam Power Development 180.00 93.87
2855' 1996 Vietnam Rural Finance 122.00 118.73
2929* 1997 Vietnam Rural Transport 55.00 54.27

Total " 1,356.40 918.68
of which has been repaid 4.78

Total Now Held By Bank and IDA 1-3516

Amount sold 0.00

Total Undisbursed 918 9186

/a The status of the projects listed in Part A is described in a separate report on all IBRDIIDA-financed projects in execution, which is updated twice
yearly and circulated to the Executive Directors on April 30 and October 31.

lb Principal amounts in US$ equivalent at date of negotiations, and undisbursed amounts in US$ equivalent are valued at exchange rate applicable
on the date of this statement.

* Not yet effective.
Total Approved, Repayments, and Outstanding balance represent both active and inactive Loans and Credits.
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B. STATEMENT OF IFC INVESTMENTS
(As of December 31, 1996)

Undisbursed
OQiainal Gross Commitments Including

IFC IFC Pati- Held partici-
Fiscal Loan Equity cipant Total by pants
Year Obligor Type of Business --- USS million IFC portion

1994 Hanoi Sofitel Metropole Hotels and Tourism 8.50 - 17.50 26.00 8.50 1.54
1995 Baris Fertilizer & Agriculture Infrastructure 3.00 - 2.00 5.00 3.00 -
1996 Morning Star Cement Limited Cement & Construction 30.00 - 66.60 96.60 30.0 76.31
1996 Tosac international Hotel Hotels and Tourism 3.39 - 2.78 6.17 3.39 3.39
1996 Tourane Hotel Hotels and Tourism 8.30 6.00 14.30 8.30 14.30
1996 Vma Kyoei Steel Limited Mining and Extraction 15.00 - - 15.00 15.00 -
1997 Foremost Dairy Co. Ltd. Food and Agribusiness 8.00 - 6.50 14.50 8.00 -
1997 San Miguel Haiphong Glass Manufacturing 10.00 - 4.50 14.50 10. 14.50
1997 Sucrerie Bourbon - Tay Ni Food and Agribusiness 22.00 - 20.00 42.00 22.00 42.00
1997 Vietnam Intl. Leasing Financial Services - 0.75 - 0.75 0.75 -
1997 Vimaflour Co. Ltd. Food and Agribusiness 8.00 - 3.00 11.00 8.00 11.00

Total Gross Commitments gI 116.19 0.75 128.88 245.82
Less Cancellations, Terminations, Repayments & Sales - - 2.78 2.78
Total Commitments Now Held b/ 11619 QZ 12610 24304 11696 16304

Pending Commitments

Kia Huy Hoang 6.20 1.42 6.20 13.82
Sem Hotel 13.00 4.50 30.00 47.50
Vina Food 10.50 - 13.50 24.00

Total Pending Commitments 29.70 5.92 49.70 85.32

Total Commitments Held and Pending Commitments 145.89 6.67 175.80 328.36
Total Undisbursed Commitments 75 39 8 IE 1i3-04

a/ Gross commitments consist of approved and signed projects.
b/ Held commitments consist of disbursed and undisbursed investments.
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Vietnam at a glance 11/27/96

POVERTY and SOCIAL East Low-
Vietnam Asia income DeYveopment diamond'

Population mid-i 995 (millions) 73.5 1,709 3,188
GNP per capita 1995 (US$) 250 830 460 Ufe expectancy
GNP 1995 (billions US$) 18.4 1,418 1,466

Average annual growth, 1990-95

Population (%) 2.1 1.3 1.8 GNP Gross
Labor torce (%) 1.9 1.4 1.9 per prmary

Most recent estimate (latest year available since 1989) capita enrollment

Poverty: headcount index (% of population) 51
Urban population (% of total population) 21 31 29
Ufe expectancy at birth (years) 68 68 63
Intant mortality (per 1,000 live births) 41 36 58 Access to safe water
Child malnutrition (% of children under 5) 45 19 38
Access to safe water (% of population) 38 49 53
illiteracy (% of population age 15+) 6 17 34 Vietnam
Gross pnmary enrollment (% of school-age population) 103 117 105

Male 101 119 112 Low-income group
Female 103 115 98

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1975 1985 1994 1995
Economic ratlos-GDP (billions US$) .. 17.0 15.5 20.4

Gross domestic Investment/GDP .. .. 24.2 23.4
Exports of goods and non-factor services/GDP .. .. 23.3 30.2 Openness of economy
Gross domestic savings/GDP .. .. 13.5 19.2
Gross national savings/GDP .. .. 15.1 22.9

Current account belance/GDP .. -2.8 -8.6 -9.9
Interest payments/GDP .. 0.0 0.6 0.5 Savings I nvestment
Total debtWGDP .. 0.4 164.6 130.2
Total debt service/exports .. .. 7.3 5.8
Present value of debtVGDP .. .. 135.3
Present value of debt/exports 391.2 Indebtedness

197544 1985-95 1994 1995 1996-04
(average annual growth) - Vietnam
GDP .. 6.5 8.8 9.5 8.0
GNP per capita .. .. 6.7 7.4 6.2 Low-income group
Exports of goods and nts .. .. 31.7

STRUCTURE of the ECONOMY
1975 19t6 1994 1995

(% of GDP) Growth rates of output and investment (%)
Agrculture .. .. 27.7 28.1 60
Industry .. .. 29.6 27.7 40

Manufacturing .. .. 22.0 .. 20-
Services .. .. 42.7 44.2 o

Prvate consumption .. .. 77.4 -20 92 93 94 as
General govemment consumption .. . 9,1 - GDI 0-GDP
Imports of goods and non-factor services .. 34.0 34.5

1975-44 19tt5-95 1994 1995
(average annual growth) Growth rate of exports and Imports (%)
Agriculture .. 4.7 3.9 3.5 sO
Industry .. .. 14.0 13.0 1

Manufacturing .. .. 12.9 .. 40
Services .. .. 10.0 12.5 20

Private consumption .. .. .. .. o -
General govemment consumption .. .. .. .. 92 93 4 95
Gross domestic investment .. .. 33.7 12.8 .20
Imports of goods and non-factor services .. .. 32.5 -Exp ons Imports
Gross national product .. .. 8.8 9.5

Note: 1995 data are preliminary estimates.
I he liamonds slow tour key indicators in te country (in Dold) comparea with its income-group average. n data are missing, the diamond will
be incomplete.

Vietnam
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PRICES and GOVERNMENT FINANCE
1975 1985 1994 1995

iiomestic pricess Intbatlon (%)
(% change) 100
Consumer prices 76
Implicit GDP detlator 94.2 14.5 19.5 50

Government finance 25

(% of GOP) o
Current revenue 24.7 23.4 r0 91 92 93 94 95
Current budget balance 5.2 4.7 - GDP dot. - P-CpI
Overall surplus/deficit -1.7 -2.2

TRADE

(millions US$) 175 1985 1994 1995 Export and Import levels (mill. USS)
Total exports (fob) 507 3,600 4,499 6,000

Rice 429
Fuel . .. 866
Manufactures .4,00

Total imports (cif) 930 4,804 5,448 IL I

Food .. .. 101
Fuel and energy . .. 799Capital goods .. . 1,717 0

Export pnce index (1987=100) so go 91 92 93 . 95
Import price index (1987=100) . .Exports mirpons
Terms of trade (1987=100)

BALANCE of PAYMENTS
1975 1985 1994 1995

(millions USS) Current account balance to GDP ratio (%)
Exports of goods and non-factor services 5,337 6,622 o,
Imports of goods and non-factor services 6,427 8,843 8s + 9 L]94 9[
Resource balance -1,090 -2,221 -2 .|

Net factor income -90 -501 -568 

Current account batance, 6
betore official transfers -473 -1,340 -2,019 -8

Financing items (net) 204 1,457 1,843 U
Changes in net reserves 269 -117 176 -10

Memo:
Reserves including gold (mill. US$) .. 225 16
Conversion rate (local/US$) 8.3 10,962.1 10,950.0

EXTERNAL DEBT and RESOURCE FLOWS
1975 1985 1994 1995

(millions US$) ComposItIon of total debt 1991 (mill. USS)
Total debt outstanding and disbursed 61 25,570 26,495

IBRD 0 0 0 G B C
IDA 54 181 231 3158 231 37 DI

Total debt service 2 393 386 8
IBRD °. 0 0 0
IDA -- 0 1 2

Composition of net resource flows
Official grants 249 38 449 345
Official creditors 7 264 298
Private creditors 0 -115 -67
Foreign direct investment 0 100 150 E
Portfolio equity 0 283 155 21747

World Bank program
Commitments 0 246 265 A - IBRD E- Bilateral
Disbursements 7 126 47 B- IDA D Other mutltataral F Private
Principal repayments 0 1 1 C - IMF G - Short-term
Net flows 7 125 46 _ _
Interest payments 0 1 2
Net transfers 7 124 44

Intemational Economics Department 11/27/96

Note: Debt includes non-convertible currency debt.
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