Some information on urban development in Vietnam
(provided by Tran Manh Cuong, Chief of International Financial Institutions

Ministry of Planning and Investment)
I. Overview of municipalities in Vietnam

So far, there are 6 categories of municipalities in Vietnam, consisting of 689 municipalities, of which 5 cities are under central Government administration, 81 provincial towns/cities and the rest are district towns.

The population of municipalities is 22 million in 2002 accounting for 22% of the total population and that will be 25 million in 2005 accounting for 25% of the total population.

The growth rate of urban area is 12-15% and the land in urban area accounts for nearly 1% of natural land area.

Due to the effects of market economy and the open door policy of the Government of Vietnam the municipalities are developed very quick in terms  of quality and quantity

However, we still have a lot of challenges and constraints, they are: 

· Poverty rate in urban area is still high (9.5% in the year 2000)

· Weak infrastructure and lack of basic services, for example: housing only 10 m2/capita; low land for transportation; high water losses 30-40%; solid waste collection and treatment only 70%, etc.

· The urbanization is increasing very quick resulting in high immigrants to urban area

· The poverty from rural area moving to urban area

· Environmental pollution (water and air pollution)

II. The direction and policies for urban development

The Government’s direction of master plan for urban development up to 2020 is “step by step build up the urban system with a modern socio-economic infrastructure and clean environment”

Based on that, the population of urban area will be increasing up to 30 million accounting for 33% of the total population in 2010 and 46 million accounting for 45% of the total population in 2020.

The average natural land area in urban area will be 80 m2/capita in 2010 and 100 m2/capita in 2020.

Build up national centers like Hanoi, HoChiMinh city, HaiPhong, Hue and Danang and regional centers like Namdinh, HaLong, VietTri, Thainguyen, HoaBinh, Vinh, CanTho, Bienhoa, Vungtau, Nhatrang, Buonmethuot, etc. and other provincial and district centers.

Build up satellite cities around big cities such as Hanoi, HoChiMinh city, Haiphong, Hue, Danang…

Ensure to provide clean water for 80% of population in urban area in 2005 and 95% in 2010. Treatment of 80-85% waste water in 2010 and treatment and collection of 90% of solid waste in 2010.

III. Financial resources for urban development

So far, the contribution to GDP of big cities like Hanoi, HoChiMinh city, Haiphong, Danang is very high, that will be increasing from 25% at present to 45% in 2010.

In the direction of master plan for urban development up to 2020, our Government stated that we will build up the policies and measures for raising financial resources, using both domestic and foreign resources for urban infrastructure development and study mechanism for creating collected resources and setting up the fund for urban infrastructure development.

At present, the fund mobilized for urban infrastructure development is as follows: state budget, ODA, FDI, private sector and others. In the past, the investment resources for urban infrastructure development is mainly from state budget, that can not meet requirements for urban development. According to our estimation during the next 5 years, the state budget will meet only 20-25% of the requirements for urban infrastructure and housing development.

· Therefore, to ensure financial resources for urban infrastructure development we have the following measures:

· Using urban land fund i.e. using financial collection from land fund for urban infrastructure development.

· Using the infrastructure collection fee for infrastructure development

· Using resources from depreciation, toll road and bridges, etc.

· Waste water collection fee

· Encourage all kinds of enterprises including SOEs, private sector to invest into public services

· Set up the fund for urban development in order to attract financial resources for urban infrastructure development. The financial resources will be raised from land use money, hiring land and selling house, land use taxation, bond issuance, and other resources mobilized from organizations and individuals.

