Laying Foundations for Growth: The Future of Vietnamese Infrastructure
With the signing of several free trade agreements, Vietnam is expected to see significant uptakes in trade
with nations around the globe. In addition to presenting opportunities for investors and promising to
increase wealth for Vietnam’s growing middle class, the ramping up of global interconnections is likely to
increase strain on national infrastructure. Although presenting a salient risk for operations within the country,
these issues have not gone unnoticed by officials, which have increasingly turned to the private sector as a
source of funding.
This turn in itself presents investment opportunities for companies seeking to invest in Public Private
Partnerships and bodes well for traditional manufacturing operations that will likely see improved logistics in
the medium term. The key for successful short term investment, however, lies in the ability to identify where
infrastructure is set to improve and the ability create strategies to capitalize on these emerging changes.
Presently, there are a number of infrastructure related challenges that investors should be particularly
aware of. These include the railway connecting Hanoi and Ho Chi Minh City that is in desperate need of an
upgrade, the threat that ports will reach maximum capacity in the face of increased trade volume, and the
reality that just 20% of national roads are paved.
Despite these challenges, the current state of Vietnam’s national infrastructure is standard for a country at
its stage of development; however, if Vietnam wants to remain competitive, it must develop quickly.
According to the World Economic Forum Global Competitiveness Report, Vietnam ranks 99th out of 140 in
terms of overall quality of infrastructure, 93rd in quality of roads, and 76th in quality of port infrastructure. In
comparison, Cambodia is 102nd, 94th, and 83rd in the respective categories.
A quick look at the rest of ASEAN makes clear that improved infrastructure will be required if growth is to
continue. Singapore for example, with its more substantial import and export volume, has risen to its
current position as a result of seamless logistical support. The city state currently ranks fourth in overall
infrastructure, third in quality of roads, , and second in terms of port quality.
The Vietnamese government is currently working to increase the efficiency and scope of infrastructure
projects through foreign and private investment via public-private partnerships and equitisation. For the
country to maintain its status as a manufacturing hub, the government is emphasizing transport and power
projects in industrial zones. To decrease the traffic congestion in large cities such Hanoi and Ho Chi Minh
City, major public transportation projects are also being undertaken.
In 2016, the leadership released a list of projects that have been opened for foreign investments including:
•
•
•
•

Upgrades and construction of roads, bridges, and railways
Expanding capacity and reliability of power grids in Hanoi and Ho Chi Minh City
Construction and development of industrial parks and complexes
Expansion of existing port capacity

A full list of specific projects currently calling for foreign investment can be found at
http://vietnamembassy-usa.org/Projects/List.
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Ports
Because international trade is conducted mainly via sea based transport, increasing the number of ports
and the capacity of existing ports is critical for manufacturers seeking to speed up transport times and
reduce costs. While plans to expand the nation’s current capacity are encouraging, Vietnam must also be
strategic in port placement and consider the supply-demand of the specific region to ensure that the
network of ports is well integrated and each port is appropriately utilized.
For companies considering investment in the near future, It should also be noted that industrial zones will
likely benefit from better roads connecting operations to ports and large cities. Industries with extensive
supply chains and complex sourcing needs will profit from these locations that are often well connected
internally and internationally.
Based on current expectations, once the TPP and the EU-FTA go into effect, at least one port in southern
Vietnam will reach capacity in two years, showing the critical need for an upgrade in port infrastructure.
A major project intended to increase Vietnam’s trade capabilities has recently been revived—the Van
Phong Port. The building of the part initially began in 2007, but soon ran out of funds. Even though there
are several technical challenges in its construction, for investors looking to finance major infrastructure
projects, this can be a key investment. If completed, Van Phong would be the largest Vietnamese port.
Railways
Perhaps the most ambitious goal the government hopes to undertake is building the high speed NorthSouth railway system, which will drastically cut down on the amount of time required to travel from Hanoi to
Ho Chi Minh City. The project is expected to begin in 2030, but the tremendous amount of money required
puts the feasibility of the task in question.
Although the North-South speed railway is an ambitious goal for the future, current projects involve
upgrading the existent railway to better suit the needs of passengers and enterprises. In the present-day,
there is a strong push to update the railroad system so that it can so that trains can go from travelling at
speeds of 60-70 kph to 80-90 kph and add several new stations along the railway line by 2020. For
corporations looking to invest in Vietnam’s infrastructure, this BOT project would improve the link between
the two major cities.
Those companies that source textiles from China and have manufacturing facilities in the Ho Chi Minh City
areas would benefit from a faster and more efficient railway system. Trade between China and Vietnam is
expected to reach 100 billion USD this year, classifying Vietnam as China’s largest ASEAN trading partner.
With an express railway system connecting Vietnam’s two major cities, railroad travel time from Hanoi to
Ho Chi Minh City would be reduced from 32 to 7 hours.
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