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Foreword
Over the past decades, Vietnam has experienced one of the highest sustained GDP growth rates in the
world, between 5 and 8 percent annually. Through this strong economic growth, Vietnam has lifted
millions from poverty: while in 1993 half the population still lived on less than US$1.90/day, by 2016
this was down to less than three percent. However, the road leading Vietnam out of poverty stretches
ahead, with approximately 9 million Vietnamese still living in extreme poverty.
Vietnam’s strong trade growth underpins the country’s economic development. Indeed, Vietnam has
earned the reputation as one of the key manufacturing locations in Southeast Asia. However,
increased competition for manufacturing locations has sparked debates over global supply chains,
free-trade agreements, and on-shoring. Just as many other countries have, Vietnam has depended on
lower manufacturing costs to provide a competitive advantage; now, in order to compete in the
global market, Vietnam must seek growth opportunities in supply-chain efficiencies. All trade depends
on the supply chains linking production and consumption locations within Vietnam and beyond.
Bolstering those supply chains—by improving logistics efficiency, a backbone of trade—can help
Vietnam secure a competitive position in the global marketplace and ensure continued economic
development.
Trucking carries important implications for logistics costs and greenhouse gas (GHG) emissions. As the
dominant mode of goods transport in Vietnam, trucking accounts for 77 percent of domestic tons
transported. Vietnam's logistics costs totaled an estimated 21 percent of GDP, a relatively high figure.
In addition, the transport sector contributes 10 percent of Vietnam's national GHG emissions.
Consequently, before Vietnam can lower logistics costs and reduce GHG emissions, the country must
better understand and strengthen its trucking sector.
Trucking is an understudied sector, both in Vietnam and worldwide. This first-ever trucking-focused
study in Vietnam hopes to shed light on this often-opaque sector. Based on extensive primary
interviews with trucking-related public and private stakeholders, companies, and drivers, this study
has built models to provide insights into key intercity freight flows, as well as drivers of costs and GHG
emissions. The study conducted a comprehensive operational assessment of Vietnam’s trucking
sector, along the dimensions of infrastructure, processes, and supply and demand.
With policy-oriented analysis, the report recommends policies that could be embraced by the public
sector to promote positive actions by the private sector, the main source of investments in trucking.
The report proposes policies that could encourage increased and better-quality
investments by the private sector—at the levels of trucking and logistics
companies, fleets, and drivers. The report also makes the case for public
infrastructure and processes that could improve trucking as a
transport mode. Shifting Vietnam to a multimodal
transport system that takes advantage of inland
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waterways and coastal shipping options represents a holistic solution; in recognition of this, the
report promotes intermodal as well as consolidated infrastructure and processes. Furthermore, to
leverage technology, the report encourages the sector to use digitization and apps to help transform
the landscape of trucking cargo demand-supply matching.
We hope this report prepared by the World Bank lays the foundation for a national trucking strategy
for Vietnam, which would, in turn, contribute to enhanced trade competitiveness and development
for Vietnam's citizens.

Franz R. Drees-Gross

Ousmane Dione

Director
Transport Global Practice

Country Director
Vietnam
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Executive Summary
Roads form the backbone of freight transportation in Vietnam. In 2016, roads accounted for 77
percent of the freight volume transported in the country. Logistics costs in Vietnam account for nearly
21 percent of the Vietnam’s GDP, higher than most of its peers in the Association of Southeast Asian
Nations (ASEAN), which affects the competitiveness of exports and adds to the cost of goods for
producers and consumers. Further, the Government of Vietnam (GoV) has signed multiple climate
treaties and has been focusing on reducing the greenhouse gas (GHG) emissions in the country. The
trucking sector contributes to nearly 4 percent of the country’s emissions, while the transport sector
as a whole contributes about 10 percent. Yet, the Vietnam trucking sector is understudied. This study
takes a first-ever comprehensive look at the trucking sector to define policies aimed at (a) reducing
logistics costs, greenhouse gas emissions, and the emission of local pollutants in truck-based supply
chains; (b) improving the functioning and attractiveness of the trucking sector as an industry to attract
quality private sector investments; and (c) improving the regulatory, planning, and oversight practices
by the public institutions responsible for the trucking industry at the national and sub-national levels.
Methodology
The study encapsulates the findings of a nationwide trucking survey with more than 1,400 truck
drivers and more than 150 companies from the trucking industry, to understand the commodity flows,
logistics costs, and GHG emissions. The study built three original ground-up models to estimate the
main intercity trucking flows, the key drivers of transport costs, and GHG emissions. To form a
detailed operational assessment, apart from the quantitative modeling done, the study also includes
insights into truck operations through extensive surveys and structured interviews with truck
operators, shippers, and logistics companies operating on intercity as well as intra-city routes. Based
on the various assessments, the study proposes 14 policy options to strengthen the trucking sector,
and to lower logistics costs and GHG emissions. The policy interventions are divided across four
categories related to trucking: infrastructure-related, supply side, demand side, and process-related.
Intercity operational assessment
The operational assessment of the trucking industry highlights the key challenges faced by industry
players. One of the major issues is the high competition in the market due to excessive fragmentation,
which drives down the margins and sustainability of the trucking sector. The average number of trucks
per company is around five, with the highest fragmentation seen in the Northwest, Northeast, and
Red River Delta regions. Fleet mix in Vietnam is extremely skewed towards small trucks (68 percent of
the country’s truck fleet is less than 5T in size), which adds to the congestion on roads. The national
trucking survey indicates the industry welcomes policies aimed at providing a safer environment for
truck drivers, highlighting the importance of road safety for policy making in future. Other key
concerns found by the study include the expense of informal fees (about 10 percent of a truck
operator’s cost) and limited platforms for efficient supply-demand matching (about 50 to 70 percent
empty backhaul for some operators).
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The demand assessment indicates eight major routes, from/to Hanoi–Hai Phong, Hanoi–Ho Chi Minh
City (HCMC), HCMC–Da Lat, and HCMC–Can Tho, as the key routes for commodity flows and
accounting for nearly 30 percent of the overall intercity flows in the country. The study also highlights
the status of road infrastructure and analyzes the government expenditure on overall infrastructure in
the country. While the GoV spends 8 percent of the GDP on infrastructure, only 1.2 percent is
dedicated to road infrastructure. This proportion of spend on road infrastructure to total spend on
infrastructure in the country is lower for Vietnam as compared to its peers. The study also covers two
other potential modes—coastal shipping and inland waterways—to divert the traffic from roads.
These modes currently account for 5 percent and 17 percent of the domestic freight flow (in tons)
respectively.1 With a coastline of 3,200 kilometers and approximately 19,000 kilometers of inland
waterways, Vietnam has the potential to increase multi-modality in the transportation of goods within
the country, which could be beneficial to logistics costs and GHG emissions.
This report discusses the specific gaps in the current infrastructure of the ports and waterways, the
cargo handling equipment available at landing stages, market structure in terms of availability of
coastal shipping lines, the size and design of the vessel fleet, and the supporting infrastructure at
inland container depots (ICDs).
Urban trucking operational assessment
The study also discusses the urban itineraries, which are the first- and last-mile deliveries for the
intercity routes and the drayage to and from ports. The study covers case studies of two main cities—
Hanoi and Ho Chi Minh City (HCMC)—and aims to understand the impact of urban factors, including
restricted truck entry timings and passenger traffic congestion on roads. Many logistics companies
have offices set up in Hanoi; consequently, the city acts as a transit stop for goods brought from and
sent to Hai Phong port. On the other hand, the presence of Ho Chi Minh port near the city center
leads to high truck traffic within the city. Serving as access roads connecting the ports to the nearest
highway, the city roads—already highly congested with passenger vehicles—also add to the traffic
volume. The study indicates limited separation of industrial and residential zones via land use
planning in these cities as well as lack of consolidation via urban consolidation centers. This impacts
the productivity of the logistics companies due to their sub-optimal route planning, heavy city traffic
congestion, and lack of dedicated city-port roads.
Logistics costs and GHG assessments
The cost assessment model talks about the key drivers for controlling the transportation costs for the
truck operators. With transportation costs accounting for nearly 60 percent of the overall logistics
costs, the study covers this significant cost aspect. The transportation costs are estimated (in
Vietnamese dong) at VND 2,775 per ton-km and VND 952 per ton-km for a short-haul and long-haul
operator, respectively, with margins ranging from 3 to 5 percent for small truck operators owning
fewer than 10 trucks. The top five cost heads for the truck operators are fuel costs, tolls, informal
fees, interest costs, and driver salaries, which account for 80 percent of the total costs. The model
indicates that the logistics costs per ton-km reduces with an increase in the number of trucks owned,
increase in tonnage of trucks, and better truck utilization rates.
Further, the GHG emission efficiency for Vietnam is estimated at 143 g of CO2 per ton-km. The model
identifies three areas, which directly affect the GHG emission efficiency and form the cornerstone of
policy imperatives—fleet mix, backhauling, and road infrastructure.
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Policy options
The study culminates with a discussion of policy options aimed at strengthening the trucking sector
and reducing logistics costs and GHG emissions in the country—based on the key challenges and
issues identified in the study—along with the key drivers identified for logistics costs and GHG
emissions. The policy interventions are divided across four categories: infrastructure-related, supply
side, demand side, and process-related. The key policy recommendations for each category include
the following:
!

Infrastructure-related policy options
!

Reduce congestion around ports through the provision of centralized parking bays and
consolidation yards near ports (short-term) and widening of roads, strengthening of roads
to handle heavier trucks, lane reservation, and dedicated truck corridors (medium-term).

!

Promote “container-on barges” to boost inland waterway transport (IWT) usage by
adopting fleet sizes/designs/waterways suitable for containerization, allocating berthing
windows at maritime ports for IWT barges, along with improving container handling
facilities at river ports.

!

Promote coastal shipping on the North Vietnam–South Vietnam route by encouraging
more coastal shipping lines, domestic shipping centers, reduced port handling costs for
domestic cargo, and increased RO-RO vessels that promote trucking–coastal itineraries.

!

Integrate logistics centers and urban consolidation centers (UCCs) in the existing ICD
master plan, with logistics centers prioritized at ICD locations closer to industrial zones
and UCCs prioritized at the city fringes of Hanoi and HCMC.

!

Prioritize and upgrade the road infrastructure of the eight key routes, taking into account
the major share of intercity trucking traffic. Elevated roads, overpasses, additional lanes,
and lane reservations can be explored.

!

Supply-side policy options
!

Introduce a truck fleet modernization program with incentives for truck owners to scrap
their older vehicles. This could include offering registration tax waivers and scrap value
rebates, and encouraging OEM discounts.

!

Vary existing road user charges with fleet age to disincentivize the use of older trucks.

!

Strengthen driver training by adding personal health and safety components and physical
tests. Enhance the licensing process through periodic trainings for the renewal of licenses.
Making a registry of licensed drivers and their driving records available to trucking
companies could also increase the quality of truck drivers.
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!

Improve Vietnam’s fleet through a growth-based lending scheme aimed at preferential
lending rates for the purchase of more fuel efficient and larger-sized trucks, subject to
company growth, to reduce excessive trucking sector fragmentation.

!

Establish cooperatives for owner-operators to allow the smaller players to pool resources
and help them achieve scale efficiencies. Simplify the implementation of regulations
specifying minimum assets per trucking company.

!

Demand-side policy options
!

Promote brokerage firms through defining regulations for the registration of brokers,
providing incentives for brokerage firms, allowing 100 percent foreign direct investment
(FDI) for successful foreign brokerage firms to set up branches in Vietnam and
encouraging cooperatives to create pan-Vietnam brokerages.

!

Increase investments in digital freight aggregator models through government policies
promoting fundraising, research and development, FDI, mentorship, and open data
sharing.

!

Process-related policy options
!

Launch an issue resolution mobile app to report issues faced by a truck driver during his
trip, such as accidents and informal payments, along with an issue resolution committee
to resolve the issues.

!

Roll out e-tolling and CCTV cameras at tollbooths along key routes to avoid the
unnecessary and unauthorized stopping of trucks, which increases costs and emissions.

These policy interventions are expected to drive the following changes in the sector:
!

Reduction in road freight share

!

Improvement in truck utilization rates

!

Reduction in vehicle ages

!

Increase in the average carrying capacity of fleet

!

Reduction in transit times

!

Improvement in driving ethics and governance

The study estimates the successful implementation of these recommended policies could reduce
transportation costs by approximately 16 percent, while lowering GHG by approximately 7 percent.
Other positive impacts of the recommended policy options include reduced pollutants (by about 14 to
16 percent per ton-km), reduced road damage (by approximately 5 percent), reduced number of
accidents (by about 10 percent), and reduced forex expenditure (by approximately 7 percent)
resulting from lower required fuel imports due to the younger fleet and higher capacity utilization.
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This report hopes to provide an enhanced understanding of the Vietnam trucking sector by providing
a first-ever comprehensive and trucking-focused study of the sector. In turn, the greater
understanding of this dominant transport mode could form the foundation of a national trucking
strategy to improve the sector’s impact on logistics costs, the climate, and economic competitiveness.

Note
1. Railway’s share is less than 1 percent.
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