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1. Key development issues and rationale for Bank involvement 
 
The economic growth of over 7 percent over the past several years is at the root of many of the 
issues in Vietnam’s energy sector: growing GDP feeds increasing demand, while meeting that 
demand enables GDP to continue to grow.  The electricity sector has met the challenge well. 
Between 1995 and 2008, household access increased from 50 percent to nearly 94 percent; and 
annual per capita consumption increased from 156 kilowatt hours (kWh) to about 800 kWh.  
There is a strong need to ensure better electricity supply to all consumers, both to improve living 
standards directly and to support development of local industrial, agricultural and commercial 
activities for economic growth and employment.  Many of those connected, particularly in the 
rural areas, receive poor service because current systems are unable to meet current and 
projected load requirements. 
 
As Vietnam moves ever closer to its goal of becoming a middle-income rather than a low-
income country, its electricity demand will continue to grow.  Forecasts of demand growth vary, 
but conservative predictions are 10% in 2010 peaking at 12% in 2012 following global recovery, 
and declining to 8% by 2019, as the expected energy intensity of the Vietnamese economy falls.  
Such a forecast would result in generation needs of about 25GW by 2015 and 39 GW by 2020 
compared with an installed capacity of 15.8GW at the end of 2008.  While the rate of that 
expansion can be tempered somewhat—perhaps by a few percentage points—by further reducing 
losses in the supply system, promoting greater efficiency in electricity use and improving power 
load management, the need for a major power system expansion is certain.  New sources of 
power generation are expected to account for some 70 percent of the new investment required. 
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Vietnam’s draft Power Master Development Plan 6, covering 2006-2015 and looking towards 
2025, forecasts continued reliance on a mix of hydropower, natural gas and coal-based 
generation together with energy conservation and development of renewable and nuclear energy.  
While Vietnam wishes to use domestic resources as much as possible, over the next 10 years it 
may well have little choice but to turn more and more to imported resources, especially coal, to 
meet requirements. 
 
Hydropower represents one of the lowest cost sources of new power supply, and Vietnam plans 
to develop most of its remaining resource in this area over the next decade.  Renewable energy 
sources are also set to increase, with small hydropower generation the most cost effective of 
these and prospects for some biomass projects.  With construction proceeding rapidly on projects 
planned and primarily financed by Vietnam’s domestic electric power industry, a central 
challenge is how to achieve the best results, especially in delivering new sources of electricity 
efficiently, at least cost, and with minimum environmental and social impact. 
 
Vietnam is constructing the Son La (2,600MW) and developing the Lai Chau (1,200MW) large 
plants on the Da River, adding to the current facility at Hoa Binh. Besides these large projects, 
the main focus is on medium-sized projects (typically 100-600 MW each) distributed throughout 
the country.  About 22 new medium-sized projects are under construction or are planned to enter 
construction over the next decade, providing a total of about 4,800 MW.  
 
The challenge in all of these projects is how to deliver quality developments while under intense 
pressure to meet an ever-climbing demand.  In particular, ensuring a sustainable approach to 
environmental management and resettlement is key.  Vietnam has made good progress in 
developing a modern legal and policy framework for environmental management and 
resettlement, especially over the last five years.  Environmental assessment work has improved 
but it needs to be sharpened to deliver results, especially in defining and enforcing specific 
environmental protection and management measures.  Where new reservoirs are being 
established, the policy and financial commitment to better resettlement practices is high but the 
capacity of local authorities to implement this to restore and improve livelihoods needs to be 
much strengthened.  Addressing Ethnic Minorities issues (the term commonly used in Vietnam 
relating to Indigenous Peoples) will require special attention to assure culturally compatible 
approaches are adopted. 
 
The World Bank has been involved in Vietnam’s power sector since the early 1990s. Its broad 
program of support to the country includes: (a) a successful national program to expand rural 
access to electricity involving two ongoing credits; (b) two loans to upgrade Vietnam’s power 
transmission and distribution infrastructure, particularly focusing on supply side efficiency; (c) a 
partial risk guarantee for the development and construction of Vietnam’s first major, 
competitively bid independent power project; (d) lending and technical assistance for the 
country’s ambitious plans to restructure the power industry and eventually introduce a power 
market with a power sector reform development policy loan under preparation; (e) a renewable 
energy program targeted at small independent power projects, supported through an existing loan 
component and a recently-approved renewable energy development project, (f) support for 
electricity demand-side management, through an existing GEF project and IDA-financed project; 
and (g) assistance for energy conservation policy and promotion efforts, using commercially 



oriented models, through new technical assistance and for which new GEF and/or IDA financing 
is being considered. 
 
The World Bank’s planned Trung Son Hydropower Development Project will support Vietnam 
in its efforts to meet the challenge of developing new sources of power.  During the last two 
years, the Bank has reviewed Vietnam’s hydropower planning efforts, environmental 
management and resettlement policies as applied to new hydropower development, and current 
practices in new project planning and implementation.  Vietnamese counterparts have been eager 
to learn from experience in other countries and wish to develop and adapt good practice 
approaches to improve sustainable results.  The proposed project would provide financial 
support, advisory assistance and a hands-on vehicle for applying new approaches along with 
joint development of practical solutions to field implementation problems, especially in the 
social and environmental areas. 
 
2. Proposed objective(s) 
 
The proposed project aims to provide least-cost electric power to support Vietnam’s further 
economic development and improvement of living standards through the development of 
hydropower resources in an environmentally sustainable and socially responsible manner.  The 
proposed project will provide support for EVN’s development of one of the country’s medium-
sized hydropower development projects. The goal is to provide a “good practice” case of 
sustainable hydropower development in this core part of Vietnam’s power sector.  
 
3. Preliminary description 
 
The planned project will focus on the 260 MW Trung Son Project, on the Ma River in Thanh 
Hoa Province in northwestern Vietnam.  The Trung Son Project (formerly called Ban Uon) is a 
multipurpose project, providing both power generation and flood control benefits.  The project 
was selected as good candidate for development, considering prospective overall economic costs, 
including basic screening of environmental and social criteria, from a screening study of various 
candidate hydro sites in the multi-year National Hydropower Plan Study, completed with 
Scandinavian assistance in 2005. 
 
The proposed dam and reservoir will be downstream from Lao PDR.  Initial plans include a 
concrete dam which would create a reservoir of some 150 million cubic meters and covering an 
area of about 13 square kilometers, inundating mixed agricultural, forest and other land.  An 
access road 22km long will be constructed from the nearest all weather road to the project site 
and a transmission line of about 65km will evacuate power to the national grid.  An estimated 
561 households, totaling about 2,500 people are expected to have to relocate, with a further 
1,022 households and 3,240 people being affected in more minor ways, most of whom are from 
Thai, Muong or H’mong minorities.  Total costs are estimated at $380 million, of which about 
$1.5 million is for environmental management and $26 million for resettlement.  Bank financing 
of up to $330 million has been requested.  Responsibility for project preparation and 
management has been assigned to EVN’s Trung Son Hydropower Project Management Board. 
 



Through development and implementation of a project together, the World Bank and Vietnamese 
counterparts aim to introduce and adapt improved and upgraded planning, design and 
implementation practices which can lead to improved economic, social and environmental 
outcomes.  This effort will be further augmented through a series of technical assistance 
activities focusing on building understanding and implementation capacity for sustainable 
development approaches for new hydro projects more generally. 
 
4. Safeguard policies that may apply 
 
Safeguards policies on Environmental Assessment (OP 4.01), Natural Habitats (OP 4.04), 
Indigenous Peoples (OP 4.10), Physical Cultural Resources (OP 4.11), Involuntary Resettlement 
(OP 4.12), Safety of Dams (OP 4.37), and Projects on International Waterways (7.50) are 
expected to be triggered.  The project will be Category A for environmental assessment 
purposes.  A full Environmental Assessment, and Environment Management Plan will be 
prepared for the project.  A Resettlement, Livelihoods Development and Indigenous Peoples’ 
Plan will also be prepared.  Consultation and disclosure will be undertaken consistent with 
World Bank policies.  Materials will be prepared in Vietnamese, Thai, Muong and H’mong and 
special measures will be taken to assure meaningful and informed participation of all affected 
populations in the project planning process. 
 
5. Tentative financing 
Source: ($m.) 
Borrower 50 
International Bank for Reconstruction and Development 330 
 Total 380 
 
6. Contact point 
Contact: Richard Spencer 
Title: Energy Sector Coordinator 
Tel: +84 4 3936 7309 
Fax: +84 4 3934 6597 
Email: rspencer@worldbank.org

 


