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INTRODUCTION
1. Urgency of the Dissertation Topic

Hanoi City, as the political, administrative, and economic center of Vietnam,
holds a strategic position in the allocation and use of public investment resources. In
this context, basic construction investment expenditure from the municipal budget
plays an important role in developing a modern and synchronized infrastructure
system to meet the Capital’s rapid and sustainable development needs.

Although Hanoi has strong fiscal self-balancing capacity and makes a major
contribution to the central budget, the City still faces considerable pressure in its
expenditure structure, particularly from recurrent spending and the demand for large-
scale infrastructure projects. Therefore, the management of basic construction
investment expenditure requires greater efficiency, transparency, and accountability.

In practice, however, the management of this expenditure still reveals several
shortcomings, especially in budget estimation, budget execution, final settlement, and
inspection. Among these, slow disbursement and prolonged outstanding basic
construction debt remain major bottlenecks, reducing the effectiveness of public
investment and affecting socio-economic development goals.

Furthermore, the year 2025 marks an important institutional turning point as
Hanoi officially adopts the two-tier local government model under the 2025 Law on
Organization of Local Government and the amended 2024 Capital Law. This change
has significantly affected the decentralization, organization, and fiscal responsibilities
related to managing basic construction investment expenditure. Therefore, studying
the current situation, identifying limitations, and proposing solutions to improve this
management in Hanoi is both theoretically meaningful and practically urgent.

2. Overview of Previous Studies Related to the Dissertation Topic
3. Research Objectives and Research Tasks
3.1. Research Objective

The dissertation aims to propose scientific and feasible solutions to improve
the management of capital construction investment expenditure under Hanoi’s
municipal budget for the period 2026—2030, with a long-term vision toward 2040.

3.2. Research Tasks

First, the dissertation systematizes and further develops the theoretical basis of
managing development investment expenditure from the state budget at the
provincial and centrally governed city levels.

Second, it analyzes and evaluates the current management of development
investment expenditure under Hanoi’s municipal budget during 2017-2024,
highlighting achievements, limitations, and their main causes.

Third, it proposes solutions and policy recommendations to improve the

management of development investment expenditure under Hanoi’s municipal budget
for the 20262030 period.



4. Research Subject and Scope
4.1. Research Subject

The research subject of the dissertation comprises both theoretical and practical
Issues concerning the management of capital construction investment expenditure
under local budgets.

4.2. Scope of the Study

Content scope: The study examines the management of capital construction
investment expenditure in accordance with the management process of state budget-
funded capital construction investment expenditure, including budget estimation,
budget execution, final settlement, and inspection and supervision of municipal
capital construction investment expenditure, with the Hanoi municipal government
serving as the principal management authority.

Spatial scope: The geographical scope of the study is Hanoi City.

Temporal scope: The dissertation focuses on analyzing data over an eight-year
period from 2017 to 2024. Based on the empirical findings, it proposes solutions to
improve the management of capital construction investment expenditure under
Hanoi’s municipal budget for the period 2026—2030, with a vision toward 2040.

5. Research Methodology

The dissertation adopts an integrated combination of research methods,
including the system approach, interview and field investigation methods, scientific
statistical analysis, comparative and contrastive methods across research contents, as
well as historical and logical approaches. In addition, deductive reasoning is
employed to formulate arguments, explain observed phenomena, and examine the
impacts of influencing factors in a coherent analytical framework.

6. New Contributions of the Dissertation

Theoretical contributions: The dissertation supplements and clarifies the
theoretical basis of managing basic construction investment expenditure under
provincial local budgets, including management mechanisms and factors affecting
management efficiency.

Practical contributions: Through an objective assessment of Hanoi’s
management of basic construction investment expenditure during 2017-2024, the
dissertation identifies achievements, limitations, and their causes, and proposes
feasible solutions for the 20262030 period with a vision to 2040.

In particular, in the context of Vietnam’s official implementation of the two-
tier local government model from July 1, 2025, the dissertation also provides timely
recommendations to address legal and managerial issues arising in Hanoi’s budget-
funded basic construction investment expenditure management.

7. Structure of the Dissertation
In addition to the Introduction, Conclusion, References, and Appendices, the



dissertation is structured into three chapters:

Chapter 1: Theoretical Foundations and Practical Experience in the
Management of Capital Construction Investment Expenditure under Local Budgets.

Chapter 2: Current Situation of the Management of Capital Construction
Investment Expenditure under Hanoi’s Municipal Budget.

Chapter 3: Improving the Management of Capital Construction Investment
Expenditure under Hanoi’s Municipal Budget.



CHAPTER 1
THEORETICAL FOUNDATIONS AND PRACTICAL EXPERIENCE IN
THE MANAGEMENT OF CAPITAL CONSTRUCTION INVESTMENT
EXPENDITURE UNDER LOCAL BUDGETS

1.1. LOCAL BUDGETS AND CAPITAL CONSTRUCTION
INVESTMENT EXPENDITURE UNDER LOCAL BUDGETS

1.1.1. Fundamental Theoretical Issues of Local Budgets

The state budget system in Vietnam consists of two principal levels, namely the
central budget and the local budget. Prior to July 1, 2025, the local budget was
structured into three administrative levels, including the provincial budget, district
budget, and commune budget, thereby maintaining a four-tier state budget system
nationwide.

In conceptual terms, the local budget may be understood as the entirety of local
revenues and expenditures implemented in accordance with the prevailing Law on
State Budget in order to perform the functions and tasks of socio-economic
development, national defense, and security assurance within each locality.

Regarding its constituent structure, the local budget comprises the budgets of
administrative units organized with People’s Councils and People’s Committees.
Accordingly, before July 1, 2025, local budgets in Vietnam included the provincial
budget, district budget, and commune budget.

1.1.2. Concept of Capital Construction Investment Expenditure under Local
Budgets

Capital construction investment expenditure under local budgets is understood
as “the portion of local budget expenditure allocated to programs and projects
involving infrastructure construction and works serving socio-economic development
objectives within the locality”.

1.1.3. Contents and Characteristics of Capital Construction Investment
Expenditure under Local Budgets

1.1.3.1. Contents of Capital Construction Investment Expenditure under Local
Budgets

1.1.3.2. Characteristics of Capital Construction Investment Expenditure under
Local Budgets

1.1.4. Role of Capital Construction Investment Expenditure under Local
Budgets

Capital construction investment expenditure under local budgets plays a pivotal
role in socio-economic development, infrastructure establishment, economic growth
stimulation, and economic restructuring. It simultaneously contributes to improving
people’s living standards, ensuring social welfare, and narrowing regional disparities.
In addition, it serves as an important foundation for strengthening national defense,
security, and political stability. Specifically, its role is reflected in three major
dimensions: economic, socio-political, and national defense-security aspects.



1.2. MANAGEMENT OF CAPITAL CONSTRUCTION INVESTMENT
EXPENDITURE UNDER LOCAL BUDGETS

1.2.1. Concept of Management of Capital Construction Investment Expenditure
under Local Budgets

1.2.2. Principles of Managing Capital Construction Investment Expenditure
under Local Budgets

The management of capital construction investment expenditure under local
budgets must comply with the following principles: (i) the principle of budget
balance, thrift, and efficiency; (ii) the principle of comprehensive and unified
management throughout the budget cycle; (iii) the principle of concentration with
priorities and focal points while ensuring consistency, interconnection, and
sustainability; (iv) the principle of publicity, transparency, and accountability; and (v)
the principle of decentralization associated with power control.

1.2.3. Contents of Managing Capital Construction Investment Expenditure
under Local Budgets

The contents of managing capital construction investment expenditure under
local budgets are approached in accordance with the state budget cycle, including:
budget estimation, budget execution, final settlement, and inspection, examination,
and supervision.

1.2.3.1. Budget Estimation of Capital Construction Investment Expenditure
under Local Budgets

The estimation of capital construction investment expenditure is conducted
annually under the direction of central authorities on the basis of the medium-term
public investment plan, approved planning schemes, approved projects, and the
balancing capacity of the local budget. Investors formulate expenditure estimates
according to project progress, which are then appraised, synthesized, and submitted
by competent agencies to the People’s Committee and People’s Council for
consideration before being reported to central authorities. The estimates are built
upon approved total investment capital, techno-economic norms, and relevant legal
regulations.

After the official assignment of estimates, People’s Committees at all levels
allocate capital to eligible projects in accordance with objectives, expenditure
structure, and budget balancing capacity, while giving priority to key projects and
ensuring consistency with the medium-term investment plan. Financial and planning
agencies are responsible for reviewing and supervising such allocation, and official
estimates are subsequently assigned to investors and transmitted to the State Treasury
as the legal basis for payment control.

1.2.3.2. Budget Execution of Capital Construction Investment Expenditure
under Local Budgets

Budget execution of capital construction investment expenditure under local
budgets is the process of implementing economic, financial, and administrative
measures to realize the approved investment expenditure targets stated in the local
budget estimates.

Due to the fact that capital construction investment products are construction



works attached to specific land areas and strongly influenced by topographical,
geological, hydrological, climatic, and environmental conditions, the movement and
use of investment capital are subject to special management requirements. In
addition, construction products are usually made to order, singular in nature,
technically complex, capital-intensive, and implemented over a long period of time.
Therefore, budget execution and capital disbursement must be conducted through
strict management measures in order to ensure proper use of funds, avoid capital
stagnation and loss, and guarantee uninterrupted implementation of projects in accordance with
approved plans and schedules.

The process of budget execution mainly includes two payment forms: temporary
advance allocation and recovery, and payment for completed construction volumes.

1.2.3.3. Final Settlement of Capital Construction Investment Expenditure
under Local Budgets

Final settlement of capital construction investment expenditure is conducted in
two forms: annual settlement by budget year and settlement of completed projects.

For annual settlement, at the end of each fiscal year investors compare and
report the amount of disbursed capital with the State Treasury for confirmation, while
simultaneously reporting implementation results to competent authorities and
financial agencies.

For completed project settlement, after project completion the investor prepares
a final settlement report for appraisal and approval by competent authorities, ensuring
that the settlement amount does not exceed the approved total investment level. The
settlement process generally includes report preparation, audit (where applicable),
appraisal, and approval according to legally prescribed timelines.

1.2.3.4. Inspection, Examination, and Supervision of Capital Construction
Investment Expenditure under Local Budgets

1.2.4. Indicators for Evaluating the Management of Capital Construction
Investment Expenditure under Local Budgets

1.2.5. Factors Affecting the Management of Capital Construction
Investment Expenditure under Local Budgets

1.2.5.1. Objective Factors

Objective factors include the legal environment, natural conditions, socio-
economic conditions, and the state budget resource capacity. A clear legal framework
and appropriate norms facilitate effective expenditure management; natural
conditions directly affect project scale, cost, and implementation progress; socio-
economic circumstances determine revenue capacity and investment demand; and
limited budget resources increase balancing pressure and management complexity.

1.2.5.2. Subjective Factors

Subjective factors include the organizational apparatus and quality of human
resources, management procedures, information technology application, internal
policy mechanisms, inspection and anti-corruption work, as well as the degree of
decentralization and inter-agency coordination. These factors directly influence
transparency, management efficiency, and the capacity to control losses and
wastefulness.



13. PRACTICAL EXPERIENCE AND LESSONS LEARNED IN THE
MANAGEMENT OF CAPITAL CONSTRUCTION INVESTMENT EXPENDITURE
UNDER LOCAL BUDGETS

1.3.1. Practical Experience from Selected Localities

This section examines practical experience from Ho Chi Minh City, Da Nang
City, Quang Ninh Province, Hai Phong City, Can Tho City, and Hue City in different
aspects of managing capital construction investment expenditure under local budgets,
including decentralization, budget estimation, budget execution, payment control,
final settlement, and inspection and supervision. Through reviewing both
achievements and limitations in these localities, the dissertation identifies practical
approaches that may be referenced for Hanoi.

1.3.2. Lessons Learned for Hanoi City

Based on the practical experience of selected localities, eight principal lessons
may be drawn for Hanoi City: (i) innovating the management method of capital
construction investment funds; (ii) improving expenditure planning; (iii) enhancing
allocation and budget execution; (iv) strengthening final settlement management; (v)
intensifying inspection and examination; (vi) promoting stronger and more
comprehensive decentralization; (vii) improving the professional capacity of
managerial staff; and (viii) strengthening physical facilities and information
technology application in expenditure management.

CHAPTER 1 SUMMARY

Chapter 1 of the dissertation has systematically clarified the theoretical
foundation of capital construction investment expenditure and the management of
such expenditure under local budgets. It has analyzed the concepts, contents,
characteristics, roles, management principles, management cycle, evaluation
indicators, and influencing factors related to capital construction investment
expenditure management. In addition, Chapter 1 has examined practical management
experiences from several representative localities and, on that basis, drawn eight
important lessons for Hanoi City. The theoretical and practical issues presented in
this chapter provide the scientific foundation for analyzing and evaluating the current
situation of managing capital construction investment expenditure under Hanoi’s
municipal budget in Chapter 2.



CHAPTER 2
CURRENT SITUATION OF THE MANAGEMENT OF CAPITAL
CONSTRUCTION INVESTMENT EXPENDITURE UNDER HANOTI’S
MUNICIPAL BUDGET

21. OVERVIEW OF THE CURRENT SITUATION OF CAPITAL
CONSTRUCTION INVESTMENT EXPENDITURE UNDER HANOI'S
MUNICIPAL BUDGET

2.1.1. Natural Conditions and Socio-Economic Characteristics of Hanoi

Hanoi has a favorable geographical location, large administrative scale, dense
population, and serves as the political, economic, and cultural center of Vietnam. In
recent years, the city has maintained stable economic growth and made significant
contributions to the national state budget.

Hanoi also benefits from special institutional policies, strong financial resources,
high investment attraction, and continuous support from the central government,
creating favorable conditions for infrastructure development and the management of
basic construction investment expenditure.

However, the city still faces major challenges such as rapid population growth,
environmental pollution, overloaded infrastructure, climate risks, and limitations in
administrative procedures and decentralization. These factors both create
opportunities and place pressure on the effective management of Hanoi’s municipal
budget-funded basic construction investment expenditure.

2.1.2. Current Situation of Capital Construction Investment Expenditure
under Hanoi’s Municipal Budget

The demand for capital construction investment financed by Hanoi’s municipal
budget has remained exceptionally large over the past decade. In practice,
development investment expenditure funded by the local budget may be regarded
predominantly as capital construction investment expenditure, because this category
consistently accounts for more than 98% of total local budget development
investment expenditure.

During the 2016 - 2020 period, the scale of capital construction investment
expenditure financed by the local budget increased by approximately 1.2 times, from
VND 31,112 billion in 2016 to VND 41,356 billion in 2020. In the subsequent period
from 2021 to 2024, the expenditure level continued to rise significantly, from VND
44,447 billion in 2021 to VND 81,033 billion in 2024, reflecting another increase of
approximately 1.8 times.

Particularly, capital construction investment expenditure itself accounted for an
overwhelmingly dominant proportion of development investment expenditure,
fluctuating from 96% to 99% during most years of the study period. This
demonstrates that public development investment of Hanoi has been concentrated
primarily on infrastructure construction and fixed asset formation.



Table 2.1. Development investment and capital construction expenditures
from the local budget of Hanoi City.

Year 2011 2012 2013 2014 2015 2016 2017
Local budget expenditure for 23.758 | 26.575 | 29.448 | 25.118 | 26.966 | 31.112 | 33.448
development investment.

Capital construction investment 22.734 | 24.364 | 28.020 | 24.995 | 26.503 | 25.721 | 31.637
expenditure

Ratio of Capital construction 96% 92% 95% 99,5% | 98% 84% 96%

investment expenditure/Development
investment expenditure

Year 2018 2019 2020 2021 2022 2023 2024
Local budget expenditure for 42.121 | 44917 | 41.356 | 44.447 | 51.072 | 46.946 | 81.033
development investment.

Capital construction investment 40.791 | 42.737 | 39.756 | 43.747 | 50.072 | 45.796 | 79.693
expenditure

Ratio of Capital construction 97% 99% 96% 98% 98% 98% 98%

investment expenditure/Development
investment expenditure

(Source: City budget estimates approved by the City People's Council from 2011-2024)
https://congkhaingansach.sotaichinh.hanoi.gov.vn/

Hanoi’s municipal budget-funded basic construction investment has mainly been
allocated to urban and suburban infrastructure, environmental protection, socio-
cultural works, science, information technology, and other strategic sectors. The
steady increase in annual capital allocation confirms Hanoi’s leading role in public
investment and its spillover impact on the Northern Key Economic Region.

According to statistics from Hanoi’s Department of Planning and Investment,
over 2,100 planning and project preparation schemes were implemented, while
around 1,500 projects were under preparation or execution with a total investment of
VND 134,880 billion. This reflects both the Capital’s large development demand and
the growing complexity of expenditure management.

The expenditure structure has also shifted over time. The share of infrastructure
investment gradually decreased, while investment in science, technology, and
information technology increased significantly. Spending on economic sectors,
though still the largest, also declined and became more stable in recent years. This
shows that Hanoi has gradually moved from traditional infrastructure expansion
toward more diversified and innovation-oriented public investment priorities.

2.1.3. Organizational Apparatus for Managing Capital Construction
Investment Expenditure under Hanoi’s Municipal Budget

2.1.3.1. Organizational Apparatus during the 2017-2024 Period

During the 2017-2024 period, the organizational apparatus for managing capital
construction investment expenditure under Hanoi’s municipal budget was implemented
under the three-tier local government model, including the municipal level, district level, and
commune level. The management process involved a wide range of actors, including the
Hanoi People’s Council, Hanoi People’s Committee, Department of Finance, Department of
Planning and Investment, State Treasury, district-level authorities, commune-level
authorities, project management boards, and investors. This relatively comprehensive


https://congkhaingansach.sotaichinh.hanoi.gov.vn/

apparatus created a broad administrative network for budget management but also resulted in
overlaps in authority and prolonged coordination procedures.

2.1.3.2. Current Organizational Apparatus

From July 1, 2025 onward, following the promulgation and enforcement of the
2025 Law on Organization of Local Government and the amended 2024 Capital Law,
the pilot urban government model in Hanoi officially terminated, and the city shifted
to the two-tier local government model consisting only of the provincial level and the
commune level. Correspondingly, the state budget system was adjusted from four
budget levels to three budget levels, and the local apparatus for managing capital
construction investment projects was reduced to two principal levels.

This institutional restructuring has fundamentally changed the organization,
coordination, and supervisory responsibilities in capital construction investment
expenditure management under Hanoi’s municipal budget.

2.1.4. Decentralization of the Management of Capital Construction Investment
Expenditure under Hanoi’s Municipal Budget

2.1.4.1. Decentralization during the 2017-2020 Period

During the 2017-2020 period, decentralization in Hanoi was still heavily
characterized by the traditional three-tier administrative system. Although district and
commune authorities were assigned a number of expenditure management
responsibilities, major investment decisions, capital allocation, and project approval
authority remained concentrated at the municipal level, thereby limiting the initiative
and flexibility of lower-level governments.

2.1.4.2. Decentralization during the 2021-2024 Period

In the 2021-2024 period, Hanoi gradually expanded decentralization in several
aspects of capital construction investment expenditure management, especially
regarding project preparation, implementation responsibility, and certain payment
and settlement procedures. However, practical implementation still revealed
substantial overlaps, prolonged appraisal procedures, and inconsistencies in the
distribution of responsibilities among relevant agencies.

2.1.4.3. Current Decentralization Context under the Two-Tier Local Government
Model

From July 1, 2025, Hanoi officially shifted from a three-tier to a two-tier local
government model, creating major changes in the decentralization of basic
construction investment expenditure management. This transition has affected
management entities, investment decision-making authority, capital allocation,
project management organization, expenditure control, accountability, and the level
of autonomy at the grassroots level.

Although the dissertation mainly studies the 2017—2024 period, this institutional
reform has created new legal gaps and managerial challenges that may affect the
continuity of investment projects and budget operations. Therefore, timely measures

10



are needed, such as legal amendments, clearer decentralization, stronger control
mechanisms, and improved capacity of civil servants.

Accordingly, after evaluating the management of Hanoi’s municipal budget-
funded basic construction investment expenditure in 2017-2024, the dissertation also
proposes orientations, solutions, and recommendations to address these new
challenges for the 20262030 period, with a vision toward 2040.

2.2. CURRENT SITUATION OF MANAGEMENT OF BASIC
CONSTRUCTION INVESTMENT EXPENDITURE UNDER HANOI CITY
BUDGET IN THE PERIOD 2017-2024

2.2.1. Current Situation of Estimation for Basic Construction Investment
Expenditure under Hanoi City Budget

2.2.1.1. Bases for Estimating Basic Construction Investment Expenditure
under Hanoi City Budget

2.2.1.2. Process of Estimating Basic Construction Investment Expenditure
under Hanoi City Budget

Each year, based on the guidance of the Department of Finance,
departments, agencies, district-level authorities, and budget-using units assess the
current year’s budget implementation and prepare the budget estimate for the
following year for submission before August 20.

Based on these submissions, the Department of Finance coordinates with the
Department of Planning and Investment, Hanoi Tax Department, and related
agencies to review expenditure demand, revenue capacity, and budget balancing
ability. The development investment expenditure estimate and allocation plan are
then synthesized and reported to the City People’s Committee and submitted to the
City People’s Council for approval.

After approval, the City People’s Committee assigns the budget estimates to
departments, districts, towns, and first-level budget units, which are then further
allocated to subordinate units according to regulations.

Overall, Hanoi’s process of estimating basic construction investment
expenditure is relatively strict and follows the statutory budget cycle. However, it
remains heavily administrative, time-consuming, and dependent on lower-level
reports, while coordination among agencies is sometimes not fully effective,
leading to uneven estimate quality.

2.2.1.3. Appraisal and Allocation of Estimated Basic Construction Investment
Expenditure

After budget estimates are assigned by People’s Committees at all levels, first-
level budget units conduct detailed allocation and assignment of budget estimates to
their subordinate spending units. The allocation of basic construction investment
capital must ensure compliance with the total assigned amount, the expenditure
structure by sector, expenditure tasks, and all current policies, standards, norms, and
legal regulations.
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The Department of Finance and the Department of Planning and Investment are
responsible for coordinating in appraising each unit’s capital allocation plan,
examining the compatibility between capital demand and project progress,
disbursement capacity, priority order, and principles of public investment capital
arrangement. In cases where irrational or non-compliant allocation is detected,
financial authorities request timely adjustments before officially assigning the capital
plan to project owners.

In practice, the appraisal and allocation of estimates have contributed to limiting
the situation of scattered capital arrangement and giving higher priority to key
projects and transitional works. However, there still exists the phenomenon that
capital allocation is not fully consistent with actual implementation demand; some
projects are assigned capital although investment procedures have not been fully
completed, while others with good disbursement capacity face capital shortages,
thereby reducing the efficiency of budget utilization.

2.2.2. Current Situation of Implementation of Basic Construction
Investment Expenditure Estimates under Hanoi City Budget

2.2.2.1. Implementation of Basic Construction Investment Expenditure
Estimates in the Period 2017-2020

During the period 2017-2020, Hanoi City’s total budget expenditure reached
approximately VND 399,563 billion, of which City-level budget expenditure
accounted for VND 199,422 bhillion and district-level budget expenditure accounted
for over VND 200,142 billion. Total City-level basic construction investment
expenditure reached VND 83,711 billion, while district-level expenditure reached
VND 81,450 billion. Particularly, VND 64,277 billion was allocated to the City’s
concentrated basic construction projects.

These figures indicate that Hanoi devoted a very large amount of budgetary
resources to the development of socio-economic infrastructure, especially in
transportation, education, healthcare, environment, urban renovation, and rural
infrastructure. The implementation of expenditure estimates generally followed the
assigned capital plans, and many key projects were deployed synchronously, thereby
contributing to economic growth and urban improvement.

However, the implementation process in this period still revealed several
limitations such as slow progress and disbursement in some projects, prolonged
investment procedures, difficulties in land clearance, repeated project adjustments,
scattered capital allocation, and the continuing occurrence of outstanding basic
construction debts in several sectors. This shows that the conversion efficiency from
estimated plans into actual implementation results has not been commensurate with
the scale of allocated investment capital.

2.2.2.2. Implementation of Basic Construction Investment Expenditure
Estimates in the Period 2021-2024

Entering the period 2021-2024, Hanoi continued to sharply increase the scale of
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medium-term public investment capital arrangement. The total medium-term public
investment capital for the five-year period 2021-2025 from the City budget reached
VND 304,799.654 billion, of which VND 218,962.654 billion was directly managed
at the City level. The City allocated VND 161,150.352 billion to projects under City-
level expenditure tasks, including centrally granted ODA and re-lent City ODA
capital, while VND 83,057.856 billion was arranged for 193 transitional projects
from the previous period.

This huge volume of capital demonstrates the City’s determination to accelerate
public investment progress, create strategic infrastructure development momentum,
and support economic recovery after the pandemic. Many key transportation works,
urgent social welfare projects, environmental projects, schools, and hospitals were
prioritized in capital allocation.

Nevertheless, this was also the period in which the slow disbursement of public
Investment capital became more apparent, especially in projects involving large-scale
land clearance or ODA-funded projects. Several projects, despite receiving high
capital allocations, recorded low implementation rates and had to adjust their capital
plans at year-end. This reflects the uneven quality of estimate implementation, the
limited capacity of some project owners, and the continued complexity of payment
and settlement procedures.

2.2.2.3. Decentralization in Payment of Basic Construction Investment Capital

The payment of basic construction investment capital in Hanoi is carried out
through the State Treasury system, including three main activities: capital advances,
recovery of advances, and payment for completed workload. This stage is crucial
because it directly affects disbursement progress and capital control efficiency.

Project owners are allowed to receive advances based on signed contracts to
ensure funds for contractors, while advance recovery is made gradually through later
payments. For completed workload, the State Treasury examines legal documents,
acceptance records, payment values, and related vouchers before disbursement,
helping strengthen financial discipline and reduce losses.
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Table 2.9 Classification of Capital Construction Investment Expenditure in Hanoi City Budget, 2017-2024
Unit: Million VND

Nam 2016 2017 2018
Local City-level | Ditrict City-level | District-level Local City-level | District-
budget Budget level Local budget Budget Budget budget Budget level
Budget Budget
Capital
construction
investment 25.721,313 | 17.711,183 | 8.010,130 31.637,103 | 23.086,253 8.550,850 | 40.791,022 | 27.335,722 | 13.455,300
expenditure
Nam 2019 2020 2021
Local City-level Dllztvrélct— Local City-level Dllit\gft' Local City-level Dllset\:rélct—
budget Budget Budget budget Budget Budget budget Budget Budget
Capital
construction
investment 42.737,393 | 26.839,503 | 15.897,890 | 39.756,427 | 22.942,817 | 16.813,610 43.747,331 | 25.034,331 | 18.713,000
expenditure
Nam 2022 2023 2024
Local City-level | jxrict Local City-level | )rict Local City-level | Ppirict
budget Budget Budget budget Budget Budget budget Budget Budget
Capital
construction
investment 50.072,952 | 32.554,299 | 16.696,003 | 46.796,267 | 19.614,819 | 26.181,448 | 85.780.263 | 49.348.846 | 36.431.417
expenditure
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The data in Table 2.9 show that Hanoi has continuously strengthened the
decentralization of basic construction investment expenditure management to
district-level authorities. District-level decentralized expenditure increased
from just over VND 8 trillion in 2016, accounting for 26% of total basic
construction investment expenditure, to VND 16,183 billion in 2020,
accounting for 41%. At the same time, City-level expenditure also increased
steadily, demonstrating Hanoi’s policy of enhancing local autonomy while
remaining proactive in implementing key projects.

In the period 20212024, the City’s development investment expenditure
continued to rise sharply, averaging over VND 50 trillion annually, while
decentralization to districts was further promoted. This policy has improved the
autonomy, flexibility, and responsibility of lower-level governments in
managing investment expenditure, thereby contributing to more efficient use of
the state budget and limiting losses and waste through stricter supervision.

Nevertheless, the implementation of expenditure estimates still reveals
several shortcomings. Expenditures exceeding initial estimates were still
accepted relatively easily, indicating that budget estimates had not become a
strict binding constraint in actual spending. In addition, Hanoi tended to
prioritize allocating capital for new projects in pursuit of socio-economic
growth targets, while insufficient attention was paid to settling outstanding
construction debts, resulting in a continuing increase in such debts. Moreover,
the medium-term expenditure framework has not yet created substantial
changes in the pattern of budget allocation for basic construction investment.

2.2.3. Current Situation of Final Settlement of Basic Construction
Investment Expenditures of the City Budget

2.2.3.1. Annual Final Settlement of Basic Construction Investment
Expenditures

Every year, the Department of Finance issues written guidelines on year-
end account closing procedures and the preparation of annual state budget final
settlement reports based on the provisions of Circulars issued by the Ministry
of Finance and Resolutions of the City People’s Council.

At the end of each budget year, agencies, units, and organizations
involved in state budget revenues and expenditures carry out accounting book
closing procedures and prepare state budget final settlement reports in
accordance with the assigned budget estimate contents and the State Budget
Index.

Final settlement reports submitted to competent state management
agencies, as prescribed, must be certified by the State Treasury where
transactions are conducted regarding both aggregate and detailed figures, and
must be accompanied by an explanatory report on the unit’s financial revenue
and expenditure situation.

Financial agencies at all levels are responsible for preparing final
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settlement reports on revenues and expenditures of their respective budget
levels, consolidating reports on state budget revenues collected within the
locality, local budget expenditures, and final settlement reports on expenditures
of authorized funds assigned by superior authorities.

Table 2.12. Final Settlement of Basic Construction Investment
Expenditures of the City Budget, 2017-2020

Unit: Billion VND

Estimated Capital Comparison
Construction Final
TT Year
Investment Account +/- %
Expenditure
1 2017 31.637,103 29.753,569 | -1.883,534 | -7,63%
2 2018 40.791,022 29.713,132 | -11.077,890 | -27,15%
3 2019 42.737,393 31.715,356 | -11.022,307 | -25,79%
4 2020 39.756,427 41,516,603 | 1.760,595 4,90%
Tong VDT 180.643,578 161.107,657 | -25.624,007 | -15,31%
Table 2.13. Final Settlement of Basic Construction Investment
Expenditures of the City Budget, 2021 - 2024
Unit: Billion VND
Estimated Comparison
Capital Final
TT Year Construction
Account +/- %
Investment
Expenditure
1 2021 43.747,331 36.582,422 | -7.164,909 -16,37%
2 2022 50.072,952 41.173,363 | -8.899,589 -17,77%
3 2023 46.796,267 54.408,378 | +7.612,111 +16,26%
4 2024 79.693,180 85.780,263 | +6.087,083 +7,6%
Téng vVbT 220.309,730 | 217.944,426 -2.365,304 -1,07%
2.2.3.2. Final Settlement of Capital Construction Investment

Expenditures for Completed Projects

In recent years, the final settlement of capital construction investment
expenditures for completed projects has received close attention and direction
from the Hanoi People’s Committee, project investors, and local authorities. As
shown in Table 2.18, during the period 2021-2024, the gap between the
amount of capital approved in the final settlement and the amount proposed for
final settlement was relatively small, approximately 1%. This low discrepancy
indicates that Hanoi has performed effectively in the final settlement of capital
construction investment expenditures for completed projects.

2.2.4. Current Situation of Inspection, Examination, and Supervision
of the Management of Capital Construction Investment Expenditures
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under Hanoi City Budget

Over the past period, inspection agencies at all levels of the city have
focused on inspecting budget management fields, especially inspection,
examination, and handling of projects using state budget funds that have been
delayed in implementation within the city area. Specifically as follows:

Regarding the formulation, management, utilization, and final settlement
of the state budget, city departments, sectors, and district-level authorities have
strictly implemented the provisions of the Law on State Budget, ensuring fiscal
discipline and budgetary order; at the same time, they have adopted decisive
and synchronized measures in budget formulation, execution, and settlement.

City departments, sectors, and district-level authorities have also rectified
and overcome shortcomings and limitations in the formulation, management,
and use of the state budget. Greater attention has been paid to forecasting and
preparing budget revenue and expenditure estimates close to actual conditions.
Budget expenditure estimates have been formulated in line with practical
requirements and implementation capacity in order to mobilize and use funds
effectively, closely following the tasks assigned by the City People’s
Committee, project progress, and disbursement capability, thereby proactively
proposing budget adjustments and reallocations and avoiding large-scale
cancellation of budget estimates. In addition, regular expenditures have been
strictly saved in order to increase capital construction investment expenditures.

2.3. GENERAL ASSESSMENT OF THE MANAGEMENT OF
CAPITAL CONSTRUCTION INVESTMENT EXPENDITURES UNDER
HANOI CITY BUDGET IN THE PERIOD 2017-2024

2.3.1. Achievements Obtained

With the objective of successfully fulfilling annual state budget financial
tasks, Hanoi City has proactively and actively managed and administered the
budget while maintaining budget balance; strictly, economically, and lawfully
managed state budget expenditures; improved the efficiency of state budget
utilization; and resolutely removed difficulties and obstacles to accelerate the
implementation progress and disbursement of public investment capital
assigned by the Government.

2.3.1.1. Formulation of Estimates for Capital Construction Investment
Expenditures

2.3.1.2. Final Settlement of Capital Construction Investment Expenditures

2.3.1.3. Decentralization of Management of Capital Construction
Investment Expenditures Has Proven Effective

2.3.2. Limitations and Causes

2.3.2.1. Limitations

First, there remain shortcomings in medium-term public investment
planning; Second, outstanding capital construction debts have remained
prolonged and have not been completely resolved.; Third, budget allocation
still tends to be average and mainly based on fixed allocation norms from
previous years; Fourth, capital investment planning has not fully promoted the
objective of management decentralization, especially at district and commune
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levels; Fifth, the assignment of annual capital construction investment plans by
city authorities to project investors is still slower than the approved decisions;
Sixth, capital payment and disbursement still contain many inadequacies, and
the disbursement rate of capital construction investment remains low; Seventh,
final settlement of investment capital at all three levels is still slow and has not
met requirements; Eighth, outstanding capital construction debts continue to
persist and have not been thoroughly handled.

2.3.2.2. Causes of the Limitations

Objective causes

First, legal normative documents in the fields of public finance,
budgeting, and investment have revealed limitations, creating many difficulties
and obstacles during implementation.

Second, the COVID-19 pandemic caused many investment projects to be
unable to be implemented, while the period 2020-2022 was also a time of
significant domestic and international fluctuations in economy, politics, and
society.

Subjective causes

First, the leadership capacity and professional qualifications of state
management officials in capital construction investment remain limited.
Second, local policies and regulations, especially economic—technical norms,
are still inadequate; Third, the system of inspection and examination has not
been fully effective; Fourth, decentralization has been strengthened without a
corresponding increase in inspection and supervision; Fifth, coordination
among agencies managing capital construction investment expenditures
remains insufficient.
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CONCLUSION OF CHAPTER 2

Based on the theoretical foundations of local budget, capital construction
investment expenditures under Hanoi city budget, and the management of
capital construction investment expenditures presented in Chapter 1, Chapter 2
of the dissertation has focused on analyzing and assessing the current situation
of managing capital construction investment expenditures under Hanoi City
budget during the period from 2017 to 2024, as reflected through the
formulation of estimates, budget execution, final settlement, inspection,
examination, and audit of such expenditures.

In addition, Chapter 2 has concentrated on analyzing the organizational
apparatus for managing capital construction investment expenditures under
Hanoi City budget, clarifying the differences between the rural local
government model and the urban local government model during the period
2017-2024. In particular, the chapter has analyzed the current management
apparatus after the merger of financial and investment management agencies
and the implementation of the two-tier local government model. The
dissertation has also provided an in-depth analysis of the decentralization of
management of capital construction investment expenditures corresponding to
different organizational management models, and compared the differences
between the decentralization mechanism before and after the implementation
of the two-tier local government model from July 1, 2025. Thereby, the
dissertation highlights the impacts of changes in the city’s governmental
organizational structure on the management of capital construction investment
expenditures.
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CHAPTER 3
IMPROVING THE MANAGEMENT OF BASIC CONSTRUCTION
INVESTMENT EXPENDITURE FROM THE BUDGET OF HANOI

3.1. NEW CONTEXT AND ORIENTATIONS FOR IMPROVING
THE MANAGEMENT OF BASIC CONSTRUCTION INVESTMENT
EXPENDITURE FROM HANOI CITY BUDGET

3.1.1. New context for the management of basic construction
investment expenditure from Hanoi City budget

In the new context, the management of basic construction investment
expenditure financed by Hanoi’s budget is being strongly influenced by
numerous domestic and international factors, which both create opportunities
and impose requirements for comprehensive innovation. The demand for rapid
and sustainable development, together with the process of urbanization,
requires not only an increase in investment scale but also improvements in
investment quality and efficiency. The increasingly5c# legal framework,
along with the two-tier local government model and the trend toward stronger
decentralization, places higher demands on management capacity and
accountability. Meanwhile, the pressure of balancing the budget is becoming
greater under limited financial resources, forcing the City to select and
prioritize projects with high efficiency. In addition, fluctuations in the
macroeconomy, construction market prices, and supply chain risks increase
uncertainty in management activities. At the same time, the requirements for
administrative reform, digital transformation, enhanced publicity, transparency,
and social supervision, together with the trend of mobilizing diversified
resources outside the state budget, make the management of investment
expenditure more complicated. These factors require a comprehensive reform
of the management of basic construction investment expenditure toward
modernization, transparency, efficiency, and sustainability.

3.1.2. Orientations for improving the management of basic
construction investment expenditure from Hanoi City budget

The improvement of managing basic construction investment expenditure
from Hanoi’s budget should be carried out synchronously across the entire
management cycle, including budget estimation, execution, final settlement,
and inspection.

Budget estimation needs to be more realistic, closely linked with the
medium-term public investment plan, and ensure focused and transparent
capital allocation. Budget execution should strengthen financial discipline,
leader accountability, disbursement progress, and strict control of advances and
payments, while promoting digital technology and removing implementation
bottlenecks. Final settlement must ensure timeliness, accuracy, transparency,
and standardized appraisal procedures. At the same time, inspection and
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supervision should be strengthened based on risk analysis and effective
enforcement.

In particular, under the two-tier local government model, it is urgent to
address legal gaps, restructure decentralization, centralize certain management
functions at the City level, and improve management capacity at the grassroots
level to ensure effective and sustainable public investment expenditure
management.

3.2. SOLUTIONS TO IMPROVE THE MANAGEMENT OF BASIC
CONSTRUCTION INVESTMENT EXPENDITURE FROM HANOI
CITY BUDGET

3.2.1. Improving the estimation of basic construction investment
expenditure

The improvement of Hanoi’s budget estimation for basic construction
investment expenditure should be implemented comprehensively, from
standardizing the basis and methods for determining capital demand in close
alignment with planning, development plans, and medium-term public
investment plans, to applying analytical methods, progress forecasts, and
disbursement capacity assessments in order to enhance the accuracy and
feasibility of estimates. At the same time, the quality of capital planning needs
to be improved in the direction of concentration, prioritizing key projects and
limiting scattered investment; the process of estimation and budget allocation
should be renewed in a scientific and transparent manner, associated with
accountability, output results, and the socio-economic efficiency of projects. In
addition, strict control over budget adjustments during the fiscal year, together
with the development of data infrastructure and the application of technologies
such as Big Data, Artificial Intelligence, and inter-agency connectivity,
constitute an important foundation for improving budget estimation quality.
Simultaneously, it is necessary to improve the regime and norms for capital
allocation in a way that closely reflects reality and is suitable to urban
characteristics, shifting from average allocation to result-based allocation,
ensuring openness, transparency, and reasonable decentralization associated
with effective control.

3.2.2. Improving the execution of budget estimates for basic
construction investment expenditure

Improving the execution of budget estimates for Hanoi’s basic construction
investment expenditure should focus on strengthening financial discipline and
order, ensuring that all expenditures are implemented in accordance with the
approved budget and intended purposes, while minimizing adjustments to annual
capital plans. At the same time, the responsibility of heads of agencies should be
linked to disbursement results through an appropriate reward and penalty
mechanism. In addition, it is necessary to accelerate disbursement progress on
the basis of improving project feasibility, proactively reviewing and classifying
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projects to flexibly manage capital, promptly reallocating capital, and removing
obstacles related to site clearance, investment procedures, and contractor
capacity. Simultaneously, the expenditure control mechanism should be
improved according to the principle of payment based on actual completed
volume, along with administrative procedure reform, application of information
technology, and gradual implementation of ex-post inspection mechanisms.
Furthermore, management of advances, payments, and final settlement should be
strengthened, capital use strictly controlled, and settlement of completed projects
accelerated, thereby improving the efficiency of management and utilization of
public investment capital.

3.2.3. Improving the final settlement of basic construction investment
expenditure

The improvement of final settlement for Hanoi’s basic construction
investment expenditure should focus on enhancing the responsibility of
investors in preparing and submitting settlement dossiers, ensuring
completeness, accuracy, and accountability of leaders regarding
implementation progress. At the same time, it is necessary to standardize
procedures and shorten the appraisal and approval time on the basis of
promoting the application of information technology and reasonable
decentralization while still ensuring quality. In addition, improving appraisal
quality, strictly controlling the legality and rationality of expenditures, and
resolutely eliminating expenditures in violation of regulations are important
requirements to limit losses and waste. Furthermore, stronger control over
advances, payments, and the settlement of outstanding issues before
finalization is needed to improve efficiency and shorten the settlement period
for completed projects.

3.2.4. Strengthening inspection and supervision of basic construction
investment expenditure

3.3. RECOMMENDATIONS

3.3.1. Recommendations to the National Assembly, the Government,
and the Ministry of Finance

3.3.1.1. Recommendations to the National Assembly

It is recommended that the National Assembly direct the Government to
comprehensively review the following laws: the Capital Law, the Public
Investment Law 2024, and the State Budget Law (Law No. 89/2025/QH15),
and develop a roadmap for amendments to create a unified, synchronous, and
feasible legal corridor, thereby enabling competent agencies to promulgate
guiding documents promptly and effectively.

3.3.1.2. Recommendations to the Government

The Government should promulgate guiding decrees in a timely,
synchronized, and feasible manner. On November 29, 2024, the National
Assembly promulgated Public Investment Law No. 58/2024/QH15, effective
from January 1, 2025. On June 25, 2025, the National Assembly officially
adopted the State Budget Law, Law No. 89/2025/QH15, replacing Law No.
83/2015/QH13, effective from the 2026 fiscal year. In response to the urgent
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need to implement these laws and the two-tier local government model, the
Government should direct the Ministry of Finance and relevant agencies to
develop implementing guidelines.

3.3.1.3. Recommendations to the Ministry of Finance

The Ministry of Finance should develop and submit to competent
authorities legal normative documents in a timely, synchronized, and feasible
manner.

Regarding the guiding documents for the State Budget Law No.
89/2025/QH15, the Ministry of Finance should organize nationwide
conferences to collect opinions from ministries, central agencies, and local
authorities on the Government’s draft decree detailing the implementation of a
number of articles of the State Budget Law No. 89/2025/QH15, with a focus on
perfecting the legal framework for implementing the 2025 State Budget Law.

It is also necessary to strengthen administrative procedure reform in the
fields of finance, budgeting, and investment. The Ministry of Finance should
proactively review administrative procedures in preparation for the
implementation of the two-tier local government model from July 1, 2025.

In addition, together with effectively carrying out administrative reform
tasks, the Ministry of Finance needs to focus on directing its subordinate units
to accelerate digital transformation, modernization, and the application of
information technology in financial and budgetary management.

Furthermore, the Ministry of Finance should provide timely support to
localities in resolving practical difficulties and obstacles arising in the
implementation process.

3.3.2. Recommendations to the People’s Council and the People’s
Committee of Hanoi City

The People’s Council and the People’s Committee of Hanoi City need to
clearly identify institutional reform as a central task. During the period 2026—
2030, the study and formulation of legal documents and implementation plans
in the financial sector must satisfy both the timetable and substantive
requirements set by the Government, while promptly addressing major issues
arising under difficult local economic conditions, thereby providing timely
support to citizens and enterprises. In addition, the Hanoi People’s Committee
should continue strengthening the direction and administration of
administrative reform through reviewing, formulating, and promulgating legal
normative documents as well as executive directives in order to effectively
implement superior-level policies.

SUMMARY OF CHAPTER 3

Based on the analysis in Chapter 2, the dissertation proposes several
solutions to improve the management and efficient use of Hanoi’s basic
construction investment expenditure in the coming period.

These solutions focus on three key areas where limitations remain:
improving the City’s legal framework on basic construction investment,
strengthening the management apparatus under the two-tier local government
model, and perfecting the processes of budget estimation, budget execution,
and final settlement.

23



Among them, the most important solution is to urgently review and
complete regulations and guidelines on project management procedures, while
synchronizing them with the three stages of expenditure management to ensure
consistent implementation.

The dissertation also recommends that central agencies and Hanoi City
establish a pilot Project Coordination Center and improve the inter-sectoral
project management information system (PABMIS).

In addition, because unrealistic budget estimation and weak budget
allocation remain two major bottlenecks, the author proposes solution groups
to remove these obstacles, accelerate project implementation, and save costs.

CONCLUSION

Basic construction investment expenditure from the state budget is a
vital component of public expenditure, playing an essential role in financing
infrastructure systems and key projects that create strong spillover effects
for socio-economic development. It is also an important instrument for the
Government to regulate the economy, maintain macroeconomic stability,
and promote sustainable growth. Therefore, improving the management of
this expenditure is a necessary requirement to ensure efficiency,
transparency, and the optimal use of public resources.

In general, state budget management, particularly the management of
basic construction investment expenditure, has always been a key concern of
the Government and local authorities. Its effectiveness is influenced by
many factors, including the legal framework, macroeconomic policies,
decentralization mechanisms, international integration, management
capacity, and the qualifications of public officials.

The doctoral dissertation entitled “Management of State Budget
Basic Construction Investment Expenditure in Hanoi City” has achieved
several major results. First, it systematizes the fundamental theoretical issues
relating to state budget basic construction investment expenditure and its
management. Second, by applying systematic and statistical analytical
methods, the dissertation provides an objective assessment of the current
management situation in Hanoi City, highlighting both achievements and
existing limitations. Third, based on the identified shortcomings and Hanoi’s
socio-economic development requirements to 2030, the dissertation
proposes a number of practical solutions and recommendations to strengthen
management efficiency, especially in the areas of budget estimation,
allocation, execution, and final settlement.
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