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Context and rationale
Ambitious sector objectives have been set
The Government of Viet Nam has set ambitious economic development and well-being objectives for water, 
sanitation and hygiene (WASH) services, reflecting the importance of this sector. The Government’s vision is for 
there to be access to clean water for all the urban population and for at least 80 per cent  of the rural population by 
2030.1 In addition, the Government has set the target of achieving hygienic sanitation for all by 2030, with a minimum 
of 15 per cent of wastewater produced being treated – 20 per cent  for major cities. 

Figure 1: Key government targets for the WASH sector 
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Achieving this vision requires extending services to those who are excluded, while improving current service 
levels. Nationally, only 52 per cent  of the population have access to clean water, with a significant gap between urban 
(84 per cent ) and rural areas (34 per cent).2 With regard to sanitation, nearly 10 per cent of Viet Nam’s population do 
not use hygienic sanitation facilities, and significant gaps also persist between urban and rural areas, where 14 per 
cent of the population do not use hygienic facilities and close to 2 per cent practice open defecation. Finally, while 
only an estimated 10 to 15 per cent of wastewater is treated in urban areas, 0 per cent of rural wastewater is treated.

In light of this situation and government objectives, this policy brief examines whether current funding 
arrangements and financing instruments mobilized for WASH are suitable. The brief starts with an assessment 
of funding requirements (capital costs) to meet government objectives, before assessing funding and financing 
instruments used in the sector. This assessment provides a national overview of funding policies, strategies and 
regulations related to WASH funding and financing, before detailing the situation in two selected provinces: Dien Bien 
and Soc Trang. These provinces were selected for their contrasting socio-economic profiles and geographies (Table 1). 
While the selection of two provinces cannot be representative of all 63 provinces of the country, this selection does 
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provide an understanding of current trends in WASH sector funding flows, in particular what funding and financing 
instruments are being used and for which sub-sector. Contrasting the two selected provinces is important because 
this provides context-specific recommendations on the way forward.

Table 1: Socio-economic characteristics of Dien Bien and Soc Trang

Dien Bien Soc Trang

Total population 598,856 1,199,653

Area (km2) 9,541 3,311

GRDP per capita (2018) – (national average 
GDP is US$ 2,552)

1,186 1,629

Average income in rural areas (per person per 
year, VND million)

18.5
(US$805)

46.4
(US$2020)

Poverty level (multidimensional poverty line) 29.9% 4.9%

Ethnic minority 80%
(18 ethnic minority groups)

35.76%
(Khmer 30%; Chinese 5.7%)

State budget support 90% of the provincial 
budget

68% of the provincial 
budget

Source: GSO and PCERWASS data
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Funding requirements to meet WASH 
objectives
At least VND 204.3 thousand billion need to be mobilized by 2030 in 
order for capital expenditure (CAPEX) to meet government objectives
The estimated minimum CAPEX requirement for meeting government objectives by 2030 is VND 204.3 
thousand billion, or US$8.8 billion (Table 2). More than 68 per cent of the capital requirement is to cover the cost 
of urban wastewater sewerage and treatment services. Urban water supply represents the next largest investment 
(13 per cent of total CAPEX), followed by rural water and wastewater (4 per cent and 3 per cent respectively). 
Meeting government targets for 100 per cent hygienic toilet facilities will require US$817 million. Extending access 
to household hygiene (handwashing facilities with soap) represents US$48 million by 2030. Finally, it is estimated 
that at least VND 3.3 thousand billion (US$144 million) and VND 1.01 thousand billion (US$44 million) are required 
to meet government objectives for sanitation in schools and water supply in schools, respectively (Table 2). 

Table 2: What needs to be funded and at what cost

What needs to be funded by 2030 Estimated 
CAPEX cost (VND 
thousand billion)

Proportion

Urban water Upgrade services from hygienic to clean water for 
4.5 million people and provide additional clean 
water to 4.8 million people, equivalent to 544,535 
m3 of water/day that needs to be upgraded and 
an additional capacity of 1,778,529 m3/day to be 
developed

25.78 12.6%

Urban wastewater Additional collection and treatment capacity 
of 2,082,318 m3/day to treat at least 40-60% of 
wastewater generated in urban areas

138.82 67.9%
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What needs to be funded by 2030 Estimated 
CAPEX cost (VND 
thousand billion)

Proportion

Rural water Upgrade services from hygienic to clean water for 
23.5 million people, equivalent to 1,414,698 m3/

day to be upgraded

8.89 4.4%

Rural wastewater Additional capacity of collection and treatment 
capacity of 435,403 m3/day to treat at least 15% of 
wastewater generated in rural areas

6.43 3.1%

Household 
sanitation

1,262,874 toilets to be constructed or upgraded 18.94 9.3%

School sanitation 18,828 additional school toilets to be constructed 3.33 1.6%

School water 
supply

Additional capacity of 230,413 m3/day 1.01 0.5%

Installation of hand 
hygiene facilities

Additional hand hygiene facilities for 17 million 
people

1.11 0.5%

Total cost 204.33 100%

 
These investment requirements are minimum estimates as they only relate to infrastructure development. 

They exclude costs related to communication and to engagement with service users for services promotion, though 
these are critical for the uptake of services. They also do not include management costs related to procurement and 
monitoring. Together, these costs can add up to more than 20 per cent  of total investment needs. 
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Current status of WASH funding and 
financing
The scope of government funding is reducing, with increased reliance on provincial governments and revenues 
from tariffs to fund investments; in practice, local government expenditure on WASH is very limited while revenues 
from tariffs are not sufficient to meet all costs

The overall finding from this assessment is that current funding and financing instruments are not adequate 
to meet government objectives. In summary, the Government of Viet Nam’s funding approach for WASH relies on 
the following five elements:

· Reliance on provincial governments’ commitments to unlock public expenditures for WASH;

· Private sector participation in mobilizing finance for water and sanitation; this approach is underpinned by a 
policy of full cost-recovery of water and sanitation services;

· Tariff policy to facilitate universal access to water services: MoF Circular 44/2021/BTC sets a progressive tariff 
policy (with water users consuming higher amounts charged a higher tariff) and the need for PPCs to transfer 
budgets to water service providers where tariffs are not full cost-recovery;

· Reducing reliance on ODA, particularly towards ‘soft’ investments such as capacity building and communications; 
and

· Incentivizing household investments in improving own supplies for water and sanitation via soft loans from the 
Viet Nam Social Policy Bank (VSPB).

How are these approaches implemented in practice? The assessment found that:

1.	 Provincial allocation to WASH is very limited and not sufficient to meet WASH objectives. The Ministry 
of Agriculture and Rural Development (MARD) estimates that, at best, 3 per cent of the total new rural 
NationallyTargettedProgram (NTP) budget is used for water and sanitation. This assessment found that provincial 
Departments of Health (DoH) are not allocated the funds needed to incentivize the uptake of clean water services 
and adequate sanitation and hygiene behaviour. In the two provinces selected for this study, allocation to WASH 
from the new rural NTP barely, if at all, surpasses 1 per cent of the total NTP budget. The Government of Viet Nam 
should therefore take measures to incentivize allocations to the rural water sub-sector from taxes (government 
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funding) and/or make available alternative forms of concessional (non-ODA) finance in order to meet the 
minimum of VND 8.9 thousand billion (US$384 million) required to achieve government objectives.

2.	 Related to the above, MoF Circular 44/2021/BTC is partly implemented. Most water service providers have 
implemented the progressive tariff policy, but no Provincial Peoples’ Committee (PPC) provides additional funds 
to water service providers to cover the full cost of services.

3.	 Nationally, there has been a decrease in Official Development Assistance (ODA) funding in all WASH sub-
sectors, except in wastewater services. Reduction in ODA funding for WASH has not been met with increased 
allocation by provincial governments, even though access to piped water in rural areas is only 34.8 per cent 
and investments in ‘soft’ activities to boost and sustain demand for WASH services are still required. At the same 
time, current ODA levels for wastewater do not match investment needs. For example, in Soc Trang, where ODA 
funding for wastewater represented the largest allocation to WASH between 2016 and 2020, current investment 
levels are not sufficient to meet government objectives related to wastewater. This investment shortfall concerns 
both urban and rural wastewater.

4.	 Central government agencies still play an important role in funding WASH in schools and healthcare 
facilities, limiting provincial governments’ engagement in these sub-sectors. The central Government 
mobilizes funding for WASH in schools and healthcare, with support from development partners, in which central 
government agencies are project implementers. This approach is effective to accelerate the pace of WASH services 
coverage in these institutions. However, there is room for greater involvement of PPCs to ensure ownership at 
local level of WASH in schools and healthcare facilities, which can help ensure better prioritization (based on 
knowledge of critical gaps in provinces) and greater ownership of operation, maintenance and renewal of WASH 
infrastructure.  

5.	 While some Water Supply Companies (WSCs) can draw on tariffs (depreciation funds) for water supply 
investments and attract private commercial investors, others are not in such a position. With regards to urban 
water supply, investments are mostly realized using depreciation funds from tariff revenues as well as commercial 
finance (equity in particular). However, there are important exceptions. Some provinces’ socio-economic and 
geographic conditions do not allow them to generate sufficient revenue levels to make investments or to attract 
investors. This is particularly the case for water services in rural areas, where revenues from tariffs are lower than 
the full cost of services. 

6.	 Some provinces are not ready for commercial finance (private investments). Dien Bien, for example, 
illustrates a case where both urban and rural water service providers are not yet ready for repayable finance, 
even at concessional rates. Like other provinces in the Northern mountainous region, water services expansion 
and sustainability are challenged by poverty rates, entrenched behaviours (that limit willingness to pay) and low 
population density. In these contexts, government action is required in the medium- to long-term to engage with 
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populations on the benefits of piped water (as opposed to alternative sources) and for covering operational costs, 
where necessary, to protect investments.

7.	 Even where WSCs are attractive from a commercial perspective, there are few incentives for WSCs to 
invest in all urban areas. An estimated 15 per cent  of the urban population do not have access to clean water 
throughout the country. Closing this access gap and meeting future water services’ needs requires additional 
investments in urban water supplies especially (i) to mobilize water resources (e.g., construction of dams and 
reservoirs) in order to maintain current service levels in the face of decreasing water resources; and (ii) to extend 
piped water to those who are excluded from services. The challenge for the Government of Viet Nam is to 
provide incentives to WSCs to extend water services to this excluded population.

8.	 Alternative concessional finance is emerging and is being used for rural water investments. Some rural 
water service providers, including PCERWASS, have the capacity to access concessional repayable finance. This is 
the case where rural water operators have good technical and financial performance. In Soc Trang, the PCERWASS 
benefits from a soft loan from the PPC and matches donations/grants with funds from the depreciation fund. 
Other rural water utilities could benefit from these types of instruments (combining grants and soft loans) if they 
meet operational and financial requirements. This alternative (non-ODA) concessional finance could provide a 
financing solution to eligible service providers.

9.	 There are large investment needs for rural sanitation. Based on VBSP figures, current annual household 
investment in rural sanitation hygienic facilities in Dien Bien is VND 16.9 billion (US$734,782). However, considering 
the access gap in Dien Bien (over 50 per cent of the population lacks access to hygienic facilities), the annual 
investment requirement amounts to VND 187 billion (US$8.1 million), or more than 10 times current investment 
levels. The Government needs to set up mechanisms to incentivize and support households’ investments in 
hygienic sanitation facilities. The Government should also continue to develop sanitation markets and make 
available affordable sanitation for households to purchase.

10.	 VBSP is playing an important role in facilitating investments in water and sanitation; however, current 
lending capacity is not adequate to meet all investment needs from households. Nationally, VBSP disbursed 
VND 35 billion (US$1.4 million) in loans for rural water and sanitation in 2019. The study estimates the potential 
demand for lending capital for household sanitation alone at VND 2 thousand billion (US$90 million) annually.
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Overall lessons
Additional funds are needed to meet government objectives, but new instruments should be considered, together 
with the introduction of incentives and efficiency measures

The assessment found that meeting government objectives for WASH will require increasing current investment 
levels. This situation concerns all WASH sub-sectors and will require both public investments and commercial capital.

Public investments are particularly required to meet objectives in rural water and sanitation as well as 
wastewater services. Existing access to piped water in rural areas stands at 34 per cent, while access to hygienic 
sanitation stands at 84 per cent, compared with respective targets of 80 per cent and 100 per cent for 2030. With 
regard to wastewater, the extensive use of ODA is justified, considering large investment needs in that sub-sector; 
however, there remains a shortfall in wastewater finance, without which government targets of at least 40 per cent 
wastewater treated in urban areas and 15 per cent in rural areas will not be met by 2030.

In certain rural areas, public funds are required to cover water systems’ operating costs and protect 
investments that have been realized. The Government of Viet Nam has made impressive progress in rural areas with 
the development of piped water systems in remote and mountainous areas of the country. However, this progress 
is at great risk where tariffs are below cost recovery and rural water service providers do not have sufficient funds 
for water systems maintenance. In practice, very few provincial governments allocate funds to cover water systems 
maintenance.

Public investments can be used in a more efficient manner, especially in the wastewater sub-sector which is 
receiving the bulk of ODA. Throughout the country, Wastewater Treatment Plants (WWTPs) function below design 
capacity many years after being put into operation. In many areas, wastewater influents have low biochemical oxygen 
demand (BOD) concentration (due to household level pre-treatment and the combination of domestic wastewater 
and rainwater). Yet many WWTPs operate based on conventionally activated sludge treatment when, in practice, 
lower cost technologies can be adopted. 

Revenues from tariffs in urban areas can also provide financial resources to extend services. However, under 
current institutional and financing arrangements, WSCs have limited incentives to make the required investments in 
areas that can be considered less commercially attractive. There is room to improve the regulatory environment to 
provide this kind of incentives to WSCs. 

Further, government tariff policy as per Circular 44/2021/BTC still needs to be implemented. Progressive tariffs, 
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whereby those who consume less pay less, are in place in most provinces (mostly in urban areas, less so in rural areas); 
however, there are still no systematic transfers of funds from provincial governments to service providers when tariffs 
are too low to allow full cost recovery. The absence of such transfers means that water systems are at serious risk of 
breakage and disrepair.

Evidence indicates that repayable finance, in addition to public funds, can be mobilized to meet investment 
requirements. However, commercial finance is only available to certain WSCs, especially those operating in urban 
areas. Other water service providers require repayable finance at more affordable terms. ‘Blended finance’, where 
public funds are ‘mixed’ with commercial finance, can provide an affordable financing solution for water operators in 
Viet Nam. 
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Specific recommendations on financing 
instruments and approaches
In light of the above assessment, 10 recommendations are formulated for the Government of Viet Nam to improve the 
WASH funding and financing conditions that will help deliver government objectives.

1.	 Investigate effective channels for facilitating access to alternative repayable concessional finance. 
Alternative concessional repayable finance refers to non-traditional ODA finance and alternatives to purely 
commercial finance (provided by commercial banks or private investors looking for commercial-like returns). 
In Viet Nam, the VBSP and Viet Nam Development Bank (VDB) present two existing models and channels of 
alternative concessional finance. Going forward, both these models should be explored to assess whether 
they provide a structure to channel finance that is required to meet government objectives for WASH. In 
addition to these two existing structures, the Government should investigate the setting-up of a dedicated, 
independently managed, blended finance facility: a ‘Water Fund’. Such a Fund would attract funding from 
investors with different risk appetites and enable access to affordable finance for water and sanitation 
enterprises.

2.	 Mobilize funding for WASH from the water sector itself. This can be done by introducing regulations and 
mechanisms to ensure all proceeds from water abstraction fees and polluter-payer fees are used exclusively 
for water sector investments, in line with the principle of Integrated Water Resources Management (IWRM). 
Another source of funds would be to use proceeds from urban water services (which have reached full cost-
recovery) to subsidize the costs of rural water. A surcharge of the water bill (for example, VND 500/m3) could 
be introduced and funds transferred to PPCs for funding rural water service provision.

3.	 Incentivize PPCs to fully implement tariff policies. PPCs and water service providers should implement 
the tariff structure as indicated in Circular 44/2021/BTC, channel subsidies where required (as per the same 
circular) and implement the Prime Minister Decree 80/2014/ND-CP on wastewater tariffs. MARD and the 
Ministry of Construction (MoC) should support provinces in preparing tariff roadmaps that are progressive, 
while including subsidies, if required, with a phasing out plan.

4.	 Improve conditions for private sector participation (PSP). Public-private partnerships (PPPs) for water 
and wastewater are still very limited, while equitization is not in place in all provinces, especially in rural areas. 
One essential condition for PSP is access to investment capital. The Government should play an active role 
in facilitating access to affordable finance, including from the private sector. Another important condition is 
cost-recovery: some areas are not of interest to the private sector due to low tariffs and low consumption. 
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Attracting the private sector to these areas would require PPCs to supplement revenues from tariffs with 
subsidies from their budgets, if tariffs cannot be increased. MoC and MARD should work on issuing a 
circular on procedures for engaging the private sector in WASH PPP contracts, providing template contract 
documents that include performance indicators.

5.	 Improve investment efficiencies in wastewater. PPCs should carry out strategic planning for sanitation 
and wastewater to determine the most appropriate response for improving wastewater management 
through effective application of technology, building demand for household connections and optimizing 
overall systems design. It is recommended that a circular guiding provinces in planning and implementing 
investment projects in wastewater be issued to promote more efficient design.

6.	 Introduce more incentives for WSCs’ investments in water supply to poorer and sparsely populated 
areas and for meeting government standards. It is recommended that government agencies organize 
a national forum on water supply finance with a focus on urban areas and how to reach the last 15 per 
cent  who are not connected to WSCs’ systems. The purpose of this forum would be to identify potential 
financial incentives that the Government can offer to promote investments in all urban areas. In addition to 
financial support and mechanisms, the Government should look into regulatory incentives, for example the 
introduction of performance targets related to coverage. Another incentive mechanism would be to allocate 
the water service license only to providers committing to supplying water services in sparsely populated 
areas.

7.	 Develop a well-targeted central government programme for sanitation and rural water supply 
in difficult areas. In certain provinces, commercial or alternative concessional (non-ODA) finance 
is not appropriate as a source of funds. In these provinces, water and sanitation services still require 
central government funding. In addition, financial resources are required for behaviour change and 
communications activities, which are ‘soft’ investments that no longer qualify for ODA finance. In this 
context, it is recommended that any future programme in preparation has the specific purpose of 
developing WASH services in geographically difficult provinces. 

8.	 Scale up VBSP operations for scattered populated households. Given the extent of investment needs 
in sanitation and rural water (especially for household treatment), VBSP’s involvement should be scaled up 
with increased lending capital. However, for VBSP’s products to be inclusive, there should be consideration 
for adopting a more affordable interest rate. It is also recommended that VBSP’s operations be supported by 
government-funded behaviour change and communications campaigns.
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Endnotes

1  Prime Minister Decision No. 2502/QĐ-TTg, dated December 22, 2016; Party Resolution of National Committee Congress No.3, dated 
June 16, 2022, on Agriculture, Rural population and Rural areas.

2  General Statistics Office (2019).

9.	 Continue to mobilize funding for WASH in schools and healthcare facilities, including from local 
provincial funding. The central Government should continue and accelerate public funding mobilization 
for WASH in schools and in healthcare facilities, while increasing ownership by PPCs of WASH in these 
institutions, starting with involvement in project preparation, to gradually allow more projects to be 
implemented directly by PPCs.

10.	 Prepare the WASH sector for climate finance. Viet Nam’s Nationally Determined Contributions (NDCs) to 
the Paris Agreement  recognize water resources as the main impact of climate change. This context of WASH 
services provides a strong case to access climate finance for WASH. The Government of Viet Nam, together 
with development partners, should identify funding opportunities from existing climate finance facilities 
and support nationally designated entities in the preparation of proposals to increase the climate resilience 
of WASH infrastructure.  
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