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Preface to the Final Report, Phase 1

This study was proposed after consuliation with Viet Nam's Prime Minister Yo Van Kict and Vietnamese
officials when a high level Mission of the Japanese government on Economic and Technical Cooperation
vicited Viet Nam in October 1994. A formal agreement was reached during Party Secrel'i'ry-(}eneml Do
" Muoi’s official visit to Japan in April 1995 to carry oul the study as part of Japan's official developmeat aid -

(ODA) to Viet Nam. It was agreed th'xl the Study would be implemented under the Social Development
Studies Program of the Japan International Cooperation Agency (JICA) and a Scope of Work Agreement
defining the details of the Study was officially signed in August 1995 between Vice Minister Mr. Vo Hong
Phuc of Viet Nam's Ministry of Planning and lnvestment and Councilor Mr. Norio Hattori of Japan’s
Ministey of Foreign Affairs Economic Coopcrauon Bureau.

The project was agreed to be conducted as a joint study between Japan and Viet Nam and the research
groups for that study was organized on both sides with the participation of first raie scholars and experls.
Professor Shigeru Ishikawa headed up the Japanese Research Group, Dr. Nguyen Quang Thai the
Vietnamese project team. Under the Agreement, the project is to be pursued in two phases. During the first
phase, the over-arching goal is to study the Five-year Plan for Social and Economic Development in Viet

“Nam (covering the years 1996 1o 2000). This phase was phnned to end in June 1996 with the submission of
“a Project Report to the Ieadershlp of Viet Nam via the Ministry of Planning and Investment. ‘The research of
the first phase includes, in addition to the study for the general commentary on the draft Five-year Plan, four
specific stidies relating to the following four selected topics respeciively which are to be canducted at the

four separate Sub-Research Groups as “in-depth” studies of the draft Five-year Plan.

{1) Macro economic growth and the its relationship with infation and stability;

(2) Capital mobilization in the fiscal and monetary domains;

(3) Industrial development and industrialization policies; and

(4) Policies on agnculture and rueal development.

During the course of the research, both sides agreed to add the three topics below, though the research on
them has not yet been organized:

(3} De'&e!opment gaps améng domestic regions;

(6) Unemployment and undecemployment problems; and

{7) Relieving starvation and mitigating povesly.

“This research project has attracted the attention and interest of Vlet Nam's leaders, Party SeCfelfuy
General Do Muoi and other sentor officials have received reports on on- going research findings from the
scholars involved in the project. Scholars on both sides have revised their reports in light of the leading
opinions provided by Party Secretary- -General Do Muoi in September 1995 and March 1996, and al his
request they have prepared an Exccutive Summary Reporl {March 1996) earlier than the Final Report so that

vi



their opinions may be mcorpomled in the document “Orientations and Tasks of the 1996-2000 Five-year
Plan for Socio-Economic development in Viet Nam,” : : _

The Executive Summary Report was wrilten solely, and the Final Repon was wrilten mainly, by the
Japanese Research Group but it reflects the findings of joint research conducted by both sides of Japan and
Viet Nam. This joint research was deepened throtigh five seminars of various sizes, two in Hanoi (the Stant-
Up Seminar in August 1995 and the Seminar to hear opinions on the Dral of the Final Repott in March
1996) and three in Tokyo in October and November 1995 and January 1996.

- The method this research project desired at its planning stage to follow was a “joint study” of the
Vietnamese and Japanese Research Groups by way of identification of research topics ‘and determination of
research methods and data on the basis of joint discussion, proceéding of the joint study with frequent
contacts, meetings and field surveys, and writing (as much as possible jointly) of the research findings and
derived policy options. We are p!eased that this desire was achieved at least preliminarily, especially toward
the end of the first phase. _

The Final Report consists of five paris, and is printed correspondingly in five volumes. Part One is on
general commentary on the draft Five-year Plan*, and the following Paris on in-deplh studies of specific
isstes of the draft Five-year Plan conducted by the four Sub-Research Groups. In each of these Parts (or
Volumes), that suminary of the research results either for general comnientary or at each Sub-Research
Group which was written for the Executive Summary Report, is reproduced (with some revisions) and,
together with the comments on it by the Chief Sub-Research Group of the Vietnamese side, constitute the
Introductory Chapters. They are followed by papers and notes, each written by either Japanese or
Viclnamese membey, and joint field-survey reports.

"The research tasks (or topics and sub-topics) selected for the five Parts are summarized as (ollows.

First, the research tasks of the Geheral Comment Part (Volume 1) are the interpetation and evaluation
of the contents and outcomes of the Doi Moi policy, the leading strategy principles which was initiated in
1986 and is still effective and governing the new Five-year Plan (draft), and the analyses, from a more
operational view-point, of the policy-systems contemplated ih the new Five-year Plan (draft). The latter
questions, firstly, from the aspect of economic system reform, what is the stiructure of blue-prints of

- marketization designed for the Vietnamese economy is, and, secondly, from the aspect of productive force

*restructuring, what type of the economic “development model” for industrialization or its variant available
i development economics is suilable as & gaideline for the Viet Nam economy taking into consideration
the initial conditions of her economy. The answers to these guestions should be useful as clues for
exploring the policy options for Viet Nam.

*  Inthis Final Repon, the téem “Draft Five-year Plan” eefers 0 either one of the following documents which were sent o
the Japancse Acadenic Group directly from the Ministry of Planning and Im-csﬁt.m:nl. Spovific reference of ¢ither of these is
made i oar iopod only when it is pecessary.
) 1996-2000 nen gokanen no keizai shakui kaiharsu keikaku no shuyon naivo no shighi scan (This is the Japanese
transtation version of the original in Viet Nam language which was sent to Lthe Japi\_ncsc Acadcnﬂf_ Gioup a'! the ¢nd of June

© 1995 su that apinions on it may be preseated atl Bhe Start-Up Serminar in August 1995, In English, this is Fuitial Dragt of the
Five Year Socie-Econonic Development Plin in 1996-2000: Maia Contents. Laier in Augusi 1995, the documeni, Sonie
Tssucs on Industiizlization and Socio-Economic Bevelopmeat in Viet Nam foom Now Upin the Yeor 2000 was sent 1o the
Japanese Avademic Group. This appears W be a version with minor revisions of the “Initiai Draf,”)
{2} Socio-Foonomic Development amd Tavestment Rc«iuirem_cms for the Five Yeass 1996-2000, Govérnnient cho;i of the
Consultative Group Mecting, Paris, 30 November (o 1 Becember 1495, Haabi, Oviaber 1955, (This was tansmiitted 10 the
fapancse Academis Grovp o Ociober ;1, 1995 so that opi'ﬁions on it miay be preseated at the Seainar in Tokjo in Jznuary
1996.) '
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In ovt earlier general comment on the “Initial Draft” of the Five-year Plan, four items of policy oplions
were suggested, which in fact were made the research topics of the four Sub-Research Groups at its starl. it
is possible to locate these four policy options within the averall framework we have just shown for the
analysis on the policy-systeins of the Five-year Plan (draft).

The study task of the Part for Macroeconomy Sub-Research Group (Volume 2} is to altempt a simulation
analysis of the issue in a hypathetical sitvation where the Viet Nam governnient wants to attain the degree of
a high rate of growth of GDP which is enabled only by a considerably high rate of domestic invesiment,
considerinig the faet that the present level of domestic saving ratio is still very low, not significantly higher
than zero, and both the debt service payment obliged by the large accunmivlated external debts and Lhe
minimﬁ!ly required govemme'm"sdcial service expenditures amount farge, how strong would be the pressure
for domestic inflation and external balance of payment deficit. The statistical indicators used for simulation
are taken from the figures in the Five-year Plan draft,

To this Part is added a study on the eqvironmental issues: how important it is for such a country as Viel
Nam whete industrialization is at its initial stage to take measures to minimize the “environmental
degradation” and “industrial contamination” as early as possible.

The research tasks of the Pait for the Fiscal and Monetary Policy Sub-Research Group {Volume 3y are
firstly, a systemic analysis to clarify the transformation of fiscal and monelary mechanism of the Vietnamese
economy accordingly as the economy changes s resource altocation formula from the one in the planned
economy of basing itself on the céntralized material planning and, with i1, material allocation o the one in
the transitory economy where the governinent intervenes partly by mateial altocation and partly through the
fiscal and monetary policy instruments that are conventional in the market cconomy. ‘The research tasks are,
in addition to it, (o investigate the modus-operandi of the present fiscal and monetary systen, from the point
of view of the effectivencss of the domestic saving mobilization and to explore the measures 1o lnprove
them. As priorily items, the issue of how to adjust the fiscal relationship between the central and provincial
. governments so (hat the total government revenue could be raised and the regional income disparity be
reduced and the issue of how to raise and enhance the financial system which nay facilitate the preservation
of the long-term and medium-tenm investment funds for industry, in phrlic"ular, to the private sector are taken
up.

“ From the point of view of foreign saving mobilization, studies are made with respect to the sources from
FDI, ODA and others and the issues involved in these source, '

‘The research tasks of the Part for Industrial Policy {Volume 4) are firstly to make surveys not only on the.
existing production and export-import statislics of industry, but also on the not-yet well covéred of organized
statistical information and data on industry on (he by firm or by establishment, by ownersh'ip,' by size or by
regional bases, and thereby to clarify the present sitvation and its characteristics as well as the issues to be

(3 Directions, Flinning Tasks of Sociv-Ecoromic Development for 5-Year 1996-2000, Report of the C entrol Evecuetive
Cosmimittee of the Pariy, Section VI 10 be Submitted to thé Eighiht Cougress of the Purty, Vict Nam Communist Party Ceatral
Exceutive Comniittee, Hanoi, November 14, 1995, (This was sent 1o the Japanese Academie Group in March 1996 so that .
upinings on it niay be prosectad at the Final Seminarin Hanot.)

4y Political Report of the Central Commitice {VHh Tenure) to the VIl Nutional Congress of the Communist Party of Viet
Nasm (This was published in Viet Nanl dated Aprit 10, 1996, Comments for this was in time osly for incinding them in
Postseript b the Executive Suramary Report.). The finally adopled version of (his document 2 the Party Nationa) Congress is
the following. Convusrist Party of Viet Nam VIlith Natiosak Congress, Qrientations and Ta.:sks of the [996-2000 Five-year
Plan for Socie-Econoniic Development, Report of he Central Comumitice, thie Vilih Torire, 1o the VIthh National Conigress,
Hapod, 28th June-1st July, 1996. I was sealto the Japanese Acadenic Group on July 12, 1995,



solved of the Vietmamese industry. Exploration should be made on that basis, and taking into cansideration
the experiences of Bast Asian econoinics as a predecessors of Vietnamese mduslrmhnhon with respect to
the order of industry-by-industry developnient in terms of the dynamic shift of comparative advantage
position. The use of FDI and the way of participation in the regional integration schemes of AFFA and
APEC are also to be explored. Lessons must be learned also from the experiences in the East Asian
countries with regard to the matter of establishing the oil refining, petro-chemical, iron and steel, cement
and chemical industsies, which are capital lampy and intensive, yel the gmcrnment was anxious to build
arher capturing the advantage in rich résource endowment.

'Finally, the research tasks of the Agriculture and Rural Development Sub Resemch Group (Vofurm, b))
are to identify the policy instruments for further increase in agricultural praduction for the sake of
promoling econontic developmem on the bfms of the analyses on the changes in the institutions aiid
organizations of agricultural production as well as in (he production incentives during the 1980 and in the
first half of the 1990s. Among these reseacch tasks, especially important are the clarification of the roles of
the factors like the potentiality of increasing the area wrider rice planning, the production incentive effect of
institutional changes and price increases, research and development and irrigation investments.
Investigations are also to be made on the way to improve agricultural finance and farmers® organizalions in
the way consistent with the market-oriented economic reforn.

In pursuance from the Final Report, the joint research of the second phase will start on the basis of a
new agreement between the two parties.
In addition to submilting this Final Report to the leadership of Viet Nam, we have sent it to you in

hopes of soliciting your opinions for more effective start of the second phase joint study.

July 1996, Hanoi and Tokyo .

u 7/‘%f///” Siysne JpBibemuree

; Nguyen Quang Thai Shigeru ishikawa _
Vietnamese Cochair of the Research Group Japanese Cochair of the Research Group
Doctor of Liconomics . ; ‘ _ - Doctor of Econamics
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Summary of the Studics on Agricultural and Rural Development

1. Developmient in the agricultural sector in the 1980s and early 1990s

Vietnamese agriculture has undergone various changes owing (o changes in the political and economic
envitonment. Food production and food supply per capita decreased abruptly as a result of rapid and
nationwide promotion of callective, large-scale agriculture following unification of the south to the north in
1975. The country faced an agricultural and food crisis. To cope with this situation, the Party and the
Government issued Instruetion No. 100 in 1981, which introduced a production contract system between
individual farm houscholds and cooperatives. Agricultural production recovered temporarily owing to e
new system. However, agriculiural production began to decline again due (o inherent defects in the system
and the crilical macro-economic situation, and fell into crisis once again in 1987,

In view of this crisis, the Government launched the Doi Moi policy. As represented by Resolution No. 10
formuiated in 1988, this policy aimed at changing the econontic system from planned economy to a market
" economy and promoting aulmbmou_s production and sales by farm households. In accordance with this
policy, production and sales were Iiberal_iied and long-term land tenure was ensured by the enaciment of a
fand law in 1993, ‘The economic incentives farmers gained through these changes have increased agricultural:
production. During the five years from 1991 uatil 1995, gross domeslic product in the agricultural sector,
(constant price in 1989) achieved an average annual growth rate of 4.5% (or an avcragc annual growth rate:
of 5.6% excluding forestry and fishery). This means it reached the upper target for annual average growth,
1.7% - 4.5%, for this period. Food production (in terms of paddy) increased from 21,5 million tons in 1990
to 27 miltion tons in 1995 and per capita food supply increased from 325 kg to 365 kg during the same
period. Table 1 shows the overall and sub-sector wise trends of production in the period.

When the growth is classified by crop, rapid production increases were shown in livestock, industrial
CIops (coffee, rubber, tea), and food crops, especially rice. Contributions to the increase in gross'agricuhural
product from 1991-1995 were 43.0% for paddy, 26.7% for livestock, and 21.5% for industrial crops.
Meanwhile, (hese production incréases were supported by growing domestic consumption of agricultural
products such as meat, eggs, and sugar owing to increased disposable income and expanded exporis of
products such as coffee and fubber. _

‘In Viet Nam, the agriculiural sector accounts for about one fourth of GDP. Rural residents account for -
86% of the population, most of whom depend on ageiculture for income, employment, and livelihood. ‘The
increase in agricultural production during the early 1990s has stabilized food supply and improved rusal
residents’ incothe and living standards. Export of agricultural products has resulted in-an annual foreign
currency income ‘exceeding 1.9 billion dollars (47% of the totat export earning). ‘Thus, it has greatly
© contributéd to sociocconomic stabilization and developmeit. -



At the same time, (he developmient of Vietnamese agriculture should be viewed from two viewpoints,
the aspect of the transition to a market ceonomy :and the aspect of agricultural development in a developing
country characterized by high population density and fand shortages. It is anticipated that the economic
incentives offered farmers by the Doi Moi policy may not be sufficient to realize sustainable development.
It needs to be aware that agricaltural development may stagnate unless positive, strategic policics are
implemented for agricultural developnient in paraltel with the change to a market economy., Siagnauon in
agricultural development would bring about serious effects. First, since food prices would rise, wage
standards in cities would have to be raised. This would suppress industrial growth. Seccnd, the indusisial
sector would not grow smoothly bocause domestic purchasing power which heavily depends on farmers’
income would not increase. It should be clearly understood that stagnation in agricultural development wilt
exert an undesirable influence on the entire national economy.

This chapter at first characterizes the factors (hat supported the remarkable increase in agricultural
production centering on rice during the early 1990s. The cural credit system was refortiied under the Doi
Moi policy. To promote agricutiural development in the future, it will be iniportant to mobilize funds and
provide loans by organizing farmers, in addition to introducing public funds. Since the fornier cooperalives
are no longer functioning, it has been pointed out that new lypes of cooperatives will be needed along with
the progress of a market economy. This chapter suggests ideas concerning this as well.

This chapter regarding the agricultucal and rural development has also been prepased on the basis of (a)
papers prepared and submitted to the three joint workshops held in Tokyo in November 1995, December
1995 and Hanoi in March 1996 respectively; (b} studies conducted by the Vietnamese team members, and
{c) a report of Ihe Japanesc consultant team. In the sections 2 and 3 of the chapter, four papers of the
Japaniese members and four study excerpts of Vietnamese members are respectively incerporated.
Moreover the section 4 presents the sumrhiary of the findings of the fanm households survey conducied
jointly by the Vietnamese and Japanese teams in January 1996,

H. Factor analysis of increases in agricuttural productton centering on rice and
future outlook

‘1. Faclors contnbulmg to production i increases from 1990 to 1995

~ Rice (i paddy equivalent) production increased from 19.2 million tons to 24 million tons during the
period of 1990-1995. An average annual growth rate was 4.6%. The following factors contributed to this
pmducuon increase:

(1) The area under cultivation increased. Monsoon crops which have the dlswdvamage of low yields

“decreased, while high-yield spring crop and avtumin crop increased. Over these § years, the spring and
autumn crop areas increased by 15% and 6% respectively. In contrast, the monsoon rice area decreased by
4% (Table 2).

(2) - High-vielding varieties were introduced and their areas under cultivation increased. These high-
yielding varieties include hybrid varieties in the north and varieties developed by the International Rice
!éescarch Institute (IRRI) in the south. The hybrid varieties are' poor in faste, bt have an extcemely high
yield, Since the profit per unit area is high, their crop area increased mp:dty from i1 000 ha in 1992 to
50,000 hain 1995,

(3) Fertilizer apphcauon increased and more intensive disease and pest control melthods spread.
Consumption of urea fertilizers increased about 50% during these five years. The fertilizer 'ipplfcalmn per
hectare in termis of plant nutrient was 135.6 kg (in |992) exceeded only by the Republlc of Korea, Japan,
and China.

Since the paddy land hardly increased during 1hlS period, the above production increases were altained
mostly by promoting intensive farming methods. In other words, integrated effects of the various factors
mentioned above increased rice production in the early 1990s, Since spring and autumn rice crops centering



on lngh ywldmg varieties nmean to grow rice in the dry seasod, irrigation of some Lype, increased fentilizer
application, and disease and pest control are required. Investments in irrigation and drainage facilitics since
the 19805 have contributed greatly to this.

Regarding the future potential for increased rice produciion, it is expected that agricultural growth may
encounter a great barcier if growth depends solely on the cconomic incentives provided by institutionat
reforms directed towards o market economy. In fact, in the Red River delta rice production per unit of
cullivated area has reached the highest level attainable at the current technotogical standards. ‘Fhe yield pee
hectare in paddy has tluctuated within the range of 4.0-4.8 ton/Ma over the past several years withowt
showing any tendency to increase. In the Mckong River delta, where the yield is somewhat lower than inthe
Red River delta since the tand use is restricted by natural conditions such as rainfall. yield per unit of
cultivated area has reached 1pprowmtely 3.8 ton/ha. Any further increase appears to be di flicult to achicve.

Therefore, future increases in rice’ production depend on whether or not conditions can be satisfied fos
continuing and strengthening economic incentives and enabling further intensification. Al the same (ime.
intensive farming technology must be dweloped and disseminated. Tt must be recognized that ageicultural
investments, cspecially investments in irrigation and drainage f tacHlitics, provided the basis for the integrated
effects of the factors that contributed to increased rice production in the early 1990s.

In Viet Nain, the Government bears most of the expenses for agricultural infrastructure, such as
itrigation and drainage facilities. Although the absolute amount of such agricultural invesinients is
inceeasing, their share of total investments decreased from about 20% in 1990 1o aboutl 10% in 1993-1995.
“As a result, the existing irrigation and drainage facilities have degraded and thetr capacily has deteriorated.
In view of the high level of intensification attained until now, the rate of jicrease in marginal yield per
investment anit will furthec decline. For this reason, agricullure requices greater invesiment than before.

Also, R&D in such areas as domestic production of hybrid seeds and imiprovement of quality of high
yielding rice should ‘be promoted. Technological breakthroughs must be developed and disseminated.
However, the R&D budget is extremely low. This effects not ondy research activities, but also researchers’
morale. At present, 35 subject-specific research institutes are under the Ministry of Agriculture and Rural
Deévelopment. Tt is difficult to distribute limited resources with prioritics based on a long-term viewpoint o
R&D and emerging fields such as animal husbmdry horliculture, and processing. A master plan is needed to
improve and restructuee research institutes so that suitable org'!mzalmns for receiving public funds can be
established. - :

2. Diversmcatlon ol agnculture

Diversification and intensification of agncuhuu arc the strategic direction for du’clopmg the
Vietnamese agricultere. Diversification can progress i two dimensions, the farm houschold level and the
national level. In the former case, farmers raise the efficiency of land, labour, and capital by adding new
crops and activities to conventional farming systems. In the latter case, national products are diversificd by
creating regions that speciatize in specific products. In most cases, diversification pmgusscs simultancously
at both levels, although it varies by region.

Recently, the structure of agricultueal product mnsumptmn shows a geadual change towards increased
diversity and higher quality. This trend is prometing miovemedts (o introduce livestock, vegetables, fruit
trees, industrial crops, flowers, and aquaculture to farming systemis. For example, imavements o add winter
vegetables, Nowers and aquaculture (o conventional double-crapping of rice are spreading in the Red River
delta. Regions specializing in industrial crops stch as coffee and tubber are being formed in the central
plateau and the South Northeast owing to fav ourable exports of these Crops.

However, imany factors constrain diversification, such as the poor state of the distribution and transport
infrastructure and insuflicient availability of market information. Therefore. the key to diversification is to
~invest in infrastructiré improvements, to supply market information, to promote R&D of new crops and

producet processing, and to improve land conditions o as (0 enabh. production of diverse producls.



Also, the issue of relative price diffesences between rice and other crops and between different kinds of
crops is related to diversification, The price of rice (in paddy) has gradually risén since late 1994, reaching
about 2000 Dong per kg. However, while gross income per hectare is about 15 million Dong for rice
production, it is 30 to 40 million Dong for fruit tregs and 40 to 50 million Dong for aquaculture. This has
tended to change paddy fields to other uses, while hampered a further intensification of rice production.

3. Policy framework for agricultuial development

In considesing the palicy framework for agricultural development in Viet Nam, it will be helpful to
refer to a-World Bank report entitted “The East Asian Miracle."” (Annex 1) According to this _report, the
sound agricultiral development and agricultural policies that realized that development played an imporlanit
role in the process of realizing the said miracle for the following reasons. @ Many developing countries
adopt palicies of exploiting agriculture by, for example, imposing various taxes on agriculture to gain the
funds needed to promote import substitution industries. However, the degree of such taxation is relatwely
fow in East Asian countries. @ In developing countries in East Asia, public funds for agriculiure have been
distributed preferentially to infrastructure and R&D investments that the market cannot supply. As a result,
the infrastructure for agricultiial growth has been strengthened.

~ In Viet Nam, under the Doi Mol policy the terms of trade between the agriculiural and nen-agricultueal
sectors showed no tendency to be obviously disadvantageous or advantageous towards agriculture.
Recently, actions to stimulate incentives for farmers have been taken. For example, agricultural taxes were
decreased (in 1993) and a decision was made to restitute part of the agriculiural tax revenue for agricultural
- purposes (starting in 1996). However, some problems still remain, as indicated by the relative decline of
agricultural investment explained above. In other words, the key to attaining further intensification and
diversification of production is to expand agricultural investment centering on preduction infrastructure,
and promote research and dissemination of techniques. Expenditures in these fields should be increased.
On a mediuni to long term basis, expenditures for agriculiure should be studied from the overall viewpoint’
of fiscal expenditures to secure a stablé supply of food according to changes in demand.

IT such fiscal expenditures and investments are secured, it will be possible to achieve the target food
production (in teris of paddy) of 30 million tons for 2000 in the next phase 5 year plan. As a resull, the
'pcr capita food supply will increase to 360-370 kg in 2000. Tn 1995, total food production (in paddy
equivalent) was 27 million tons, of which rice accounted for 24 mﬂhon tons, and the per capila food
production was 365 kg. These are a promising stacting points for accomphshlng these targets. The plan also
aims at accomplishing an average annual growth rate of 9-10% for the wholé cconomy and 4.5-5.0% for
the agriceltural seetor (including foresiry and f ishery) during this period. In order to accomplish this target,
cmerging ficlds such as livestock, industrial crops for export, and horticuliure should grow at a rate
exceeding the average. In 2000, per capita demand for agricultural products such as meat, eggs, sugar, milk,
fruits and vegetables are predicted to be more than double of the demand in 1995, n consideration of
mcreas:ng populatien, agricultural production of these sub-sectors should be increased at an annual rate of
at Teast 10% to meet the demand. As for indusirial crops for export, annual increases of about 9% and 5%
are planned for rubber and coffee; respectively. Thercfore, whether or not the above targets can be
accomplished depeénds on progress in agricubtural diversification and incceasing exporis through
skce ngthenecl interpational competitiveness. ‘This report analyzes the potential to increase the production of
food crops centering on rice. Studies in other fields, including measures for pfomohng production, should
be further performed. Main targets regarding the forlhcoming Five year plan towards 2000 are summaried
in ‘Table 3, . _

Viet Nam has a Price Stabilization Fund for stabilizing rice prices. The Fund subsidizes part of the
interest on rice purchasing and operating funds for state food ehterp_rises engaged in distribution and
exportation of rice in order to decrease seasonal price fluctuations. However, its effectiveness has not been
very clear. ‘The Fund is said 1o have supplied about 600 billion Dong in 1994, - It may be apportuae to



study \\'he'thqr domestic prices can be futther stabilized by having public vrganizations purchase ¢ice up to a
fixed limit, and store and sell it by utilizing the fund more effectively, gaining from the experience of other
Southeast Asian counlries (Annex 2).

As has been stated above ageicultural diversification and intensification arc both the effective means and
the strategic directions for the Vietnamese agriculture, which is characterized by an extremely limited
potential for expanding farmland and enlarging {lie operating size of individual fanu houscholds. Farmers®
income should be further raised by increasing non-agricultural employmeat opportunitics in Viet Nam,
where the overwhelming majority of people are smatl-scale farmers with abundant or excess habour. It will
be effective to launch tabour-intensive agricultural product processing industries and agriculture-related
indusirics within rural villages as a first step and to create other employment oppoitunities near rural villages
as 4 second step. According to a survey of agriculture and rural villages conducted in 1994, the ratio of “non-
agricullural households™ in rural villages is exiremely high in regions where large employment opportunities
in manufacture and service industrics are available. They account for 49% of all households in rural villages
in the South Northeast where Ho Chi Minh City is located and 28% in the Mekong River delta However, the
jssues regarding cmployment and industry in rural villages was not fully explored in the présent joint study.
High expectations are placed on future studies and resedrch in this area.

1. Restructuring of the rural credit system |

Under the Doi Moi policy, the rural credit system was restructured so that it would be suitable for
production based on autononious decisions by individual farm households and the change (o a market
economy. In accordance with the principle of a mulli-componént cconomic system, the rural credit system
was diversificd and emphasis was placed on individual farm households. First, the Viet Nam Bank for
Agriculiure, which was oiic of the depastments of the State Bank, became a state commercial bank in 1990.
‘The Bank rapidly expanded its business through energetic, efficicnt management. Since many of the
previous credit coopératives were dissolved, only 69 associations remained it operation as of the end of :
1994. In 1993, the Government experimentally established the People’s Credit Funds in accordance with the
principles of cooperative such as muteal aid and democratic operation, The People’s Credit lFunds had
expanded to 565 communes nationwide as of the end of December 1995, Also, a umber of financing -
programmes with specific objectives were staried. These programmes are permitted to provide Jower interest
rates on loans than other financial instituiions. The Viet Nam Bank for lhcinor’, which started operation in
1996, is a typical example of these progranines. _ o _ S

As a result, the roral financial system in Viet Nam was restructured into three major organizations, the
Viet Nam Bank for Agriculture, the People’s Credit Funds, and special financing programmes. Specializing
in specific fields and complemenling one another, these institutions supply funds to rural households and
farmers. At present, short-term loans account for most loans. For example, they accounted for 79% (as of the
eind of August 1995) of the outstanding loans of thé Viet Nam Bank for Agricultuse. On the other hand, few
medium- and long-term loans have been supplied because of low value of assets being available for
mortgaging, delays in the issue of certificates of land tenure, and high inferest cates of 1.75% per month (or
21% per annum). Mobilization and circulation of savings in rural areas have hardly progressed.

_"The stccess of farmer credit organizations is judged by two criteria, business and organizational viabifity
{or sustainahiliiy), and degree of contribution lo specific policy purposes. {n Viet Nam, financial
organizations are positioned as a means of realizing specific objectives such as increasing and diversifying
agricultural production, reducing pove:ty, and promoting rural industry. The emphasis on fostering financial
organizalions seems to be weak. "fhis may be unavoidable in view of the situation of rural areas in Viet Nam.
However, maximum atiention should be paid to the viability and sustainability of financial organizations,
- evenina weak sense. Efforts should be made to ceeate a system that can mobilize savings and recover funds

and is convenient for borrowers. ' A



The key to setting up effective financial organizations i rural areas is the use of farmer organizations,
Farmwer organizations are essential means for reducing teansaction costs and bandling risks. The question is
what type of financial organization is appeopriate for rural areas. Fanmer finaitcial organizations that have
proved successful in Asia can be ¢lassified into the tollowing two prototypes: a) East Asia type
organizations characterized by a high percentage of participation on the basis of the sense of village
solidarity and a tradition of rural communities antonomy (e.g., the ceedit associations in Japan before the
World War 1) and b) Southeast Asia type organizations established in an open of competitive environment
(c.g., Tarmer groups organized by Bank of Agriculture and Agriculiural Cooperatives (BAAC) in Thailand),

From a long-term viewpoin, financial organizations belonging to these two prototypes will coexist
depending on the sociocconomic conditions of individual wural areas. Taking farmer organizations in the -
tole of credit intermediaries as an example in the delta basin of notthern Viet Nam, it will. be possible and
reasonable 10 assign such a role to agriculiural cooperatives. In southern Viet Nam, where cooperatives

have atmost completely dissolved and substitule social organizations have been hardly organized, it can be
appropriate to rearrange social groups that currently exist in communities into financial intermediaries.

IV. Farmer organizations focusing on agricultural cooperatives

1. Changes in and current state of agricultural cooperatives and produclaon groups

Before the Government adopted the Doj Mot policy, agricultural cooperatives were the major uml of
agricubtural production in the rorth. Agricultural cooperatives took the lead in developing the agricultural
“infrastrectore, such as irrigation and drainage facilities and soil improvement. However, the colleclive
farrning lowered farmer morale and brought about stagnation in agricwltural production. After the liberation
of South Viet Nam, collective farniing was started in the south as well. Many agriculiural produciion
groups equivalent to first level cooperatives in the north were set up.

However, the previous role of agricultural cooperatives and agricultural production groups in
‘agricultural production was lost as a resolt of agricultural reform under the Do Moi policy. It became
difficutt for them to maintain their activities. In fact, only a very small percentage of agricultural
cooperatives have succeeded in adapting themselves to the new environment by changing into service
ﬂrtamzauons meeling new needs. According to a study conducted at the end of 1992, agricultural
wopcr&uves that maintained effective activities accountéd for only 17.5% of the whole 16, 341
(.OOIJOI'JII\CQ Those which had in ‘praciice ceased activity accounted for 40; 3% (Table 4). The 'tgncul[uml
producuon groups, tocated mostly in centeal and southern Viel Nam were even in & worse situation. Most
had dissolved. Of the 6,472 groups that still renwained, groups engaged in effective activities accounted for
only 0.6%. Agricultural production groups that had in practice ceased being active accounted for 90.5%
(Table 5). )

The surviving agricultural cooperatives that have adapted well to the new econonic environment are
engaged in a variety of econormic activitics, ranging from irrigation, group'disedsc control for livestock,
- disease and pest control for crops, land preparation and leveling, fertilizer suppl;, agriculiural product
? markumg and credit provision. Many agricultural cooperatives are engaged in irtigation projects, probably
- because individual farmers are not capable of conduciing irrigation projecls in the northern and central
areas and because irrigation facilities can only be maintained and managed by cooperatives since they
cannol be distributed among the farmers. However, in some arcas where agricultural cooperatives are
itactive, the major respansibility for irrigation projects has been transferred to people’s commllteec in
nllagee

2, Importance of farmer organizations under a market economy
Reforms under the Doi Moi policy to transfer agricultural production units from cooperames to ﬁrm
households proved effective in increasing agncuitural production. However, fuiictions lhat weré previcusly



assigned to apricutiurad 'coopemlivcs such as irrigation, land improveent, and collective disease nand pest
control are being losl as cooperatives weaken. This may continue o hindrance to maintain the stable
ngricuilnfnl production.

Farmer organizations are an cffective means for wtilizing the merits of scale in economic activities such
as joint purchase of agricultural materials and joint marketing of agriculural products. They should be able
to compete with the private sector in a market economy and gain an advantageous position. Agricultural
cooperatives are éxpected 1o perform activities that individual fasm houscholds find difficut to execule, such
as mechanization, opwing' miarketing channels, and consteuction and operation of storage and procéssing
facilities. Through these activities, agricultural cooperatives will contribute 10 increas agricultural
production, streamiling markets, increasing the agricoltural income, and exp’mdmg rural employment.

As the markel cconomy infilteates into rural areas, issue of economie differences between regions and
within rural areas is becoming a‘serious problen. Farmer organizations are deeply rooted in Tocal society and
are expecttd to contribute to a balanced economic development by serving as a promotor of local economniies
and providing assistance to the disadvantaged in a community. Comnumity-based cooperatives, which have a
teadition of mutual assistance for the disadvantaged, are expected to take the Tead in enabling the poor to
participate in and benefit from economic development, since such people tend to be left behind as
developinent progresses.

According to the farin household survey conducted in the framework of the joint study(see section 5 for
details), $1¢6 of the farm households gave the reply, “Agricultural cooperatives are absolutely necessary.” In
the commune in Dac Lak Province, where the agricultural cooperative is engaged in activities such as sales
of Fertilizers on credit 1o small sized farmers, this percentage rises to more than 90%. However, m the
commune in Thai Bish Province, where the agricultural cooperative is inactive, many farm households said,
“Agricultural cooperatives are not specially necessary except for irrigation work.” T hese figures indicate that
farimers need organizations that meet their needs.

3. Towards reconstruction of agricultural cooperalives

Aware of the :mporlmw of farmer organizations, the Vlelmmes; Governmient is laking action to
reconstruct farmer organizations, For example, they are making legal arrangements for the reconstruction of
agricubtural and other coopératives: The Cooperative Law was promulgated in March 1996 and the model

 statute for agricultural cooperatives-is being prepared. The Viet Nam Bank for Agriculture prowdcs loans for
small group farmer activities and a few programmes are conducted lhr()llt,h the Peasant Unions and Women's
Associations. Also, the Government supporis the establishment of the People’s Credit F ‘unds.

The study of farmer organizations, especially of ageicultural cooperatives, canducted under the present
joint study, is not necessarily sufficient. It is expected that in-depth studies will be further performed.
Waiting for future studies to make more specific proposals, the folloiving observations would be preseated:

{1y It is commendable that the Vietnamese Government is aware of the importance of farmer
organizations and is establishing the fegal system so as to reconstruct theny.

{2) 'To form farmer organizations that are rooted in local socicly and aré ¢ capable of lakmg aclion, 11 is
importanl for farmers (0 take the initiative and participate in them voluntarily. Farmer org'tmzauons will vary
“in form and activily according to the structure of each local society and the stage of economic development.
It is advisable to let agricultural cooperatives decide whal activities to perform.

(3) The problem of debts owed by cooperatives should be solved before reconstructing agricultural
cooperatives. In Japan, agrlcultural cooperatives faced a i nancial crisis when they were reconstructed after
‘World War {1, Their process of reconstruction may provide a nseful lesson for reconstrucling agricultural
coopecatives in Viet Nam (Annex 3).



ANNEX 1 Agricultural policias in Southeast Asian countries

Typically, the share of agriculture in the whale cconomy declines as the economy develops., In
comparison with other developing countries, this decline has been extreniely obvious in the process of
rapid economic growth in Fast Asia, such as Indonesia, Japan, Korea, Malaysia, ‘Thaifand, and Taiwan,
which have had especially large agricalioral sectors. This decline has nol been due to a lack of dynamism in
agriculture iiself. An overall look at developing countries shows that the share of agricwlture in production
and employment decreases mos| sharply in countries that attain the highest growth in agriculiurnl
production and productivity. In 1965- 1988, agricultural production and productivity in East Asia achieved
faster growth than in other areas. Many faciors contributed to the success in agticulture in thése countries.
lts success was supporled by many measures, such as a farm Jand reform, agricultural technique
dissemination services, providing infrastsucture in adequate condition, and large-scale investment in rural
regions.

The governments of East Asian countries have activ ely supported agncullural research and techno!ogy
dissemination services in order to promote technological dissemination by mcans of the “Green
" Revolution.” The enormous investments imade by these governiments in irrigation and in other areas of
infrastructure in nural areas have increased the rate of introducing high yield crops and new crops and the
use of fertilizers and facilitics. Improvements in productivity accounted for about half the agricultural
growth attained in the 1950s in Taiwan, but this owed a great deal to governmental Programs.

Public investments allocated to rural areas have a barger share in East Asian countries than in other low
and middie income countries. OFf the greatest importance has been infrastructure development of roads,
bridges, transport, power, water supplies, and health care facilities. Indonesia, Korea, and Thailand show a
greater balance between rural villages and cities in public investment in health care and water supply
facilities than in other developing countries. In these countries, power is effectively supplied to rural
villages on the average. In Korea and Taiwan, power has generally been available since the beginning of
the 1980s. Rural electrification has progressed greatly in Malaysia and Thailand as well.

What is similarly inportant is that direct and indirect taxes on agriculture are conspicuously tow in East
Asia. Over the past 30 years, .gdvcrnmems in many other regions that have enthusiastically promoted
~industrial growth have transferred surpluses in the agricultural sector to the indusirial sector by imposing
taxes on the agriculivral sector. The govérnments of these countries have given priority to manufacturing
mduslncs and have dealt a blow (o agriculiure, though not publicly, by overvaluing the currency and -
proteclmg doniestic industries that manufacture agricultural materials and commodmes purchased by rural
households. Overvaluation of exchange rates brought about by restrictions on product importation have
lowered the donmestic income obtained by the export of agricultural products. Industrial protection laws
have had the effect of a form of hidden taxation on agriculture and have raised the prices of agricultural
materials for sake of assisting industry. In East Asian countries, taxes on agricullure were lower than in
- other developing countries. Direct infervention has included import taxes and price conirols, while indirect
~ interveation has included industrial protection policies and overvaluation of real exchange rates. In Korea
and Malaysia, taxes on the agricultural sector are extremely low. In Korea especially, the agricubtural sector
has reccived additional protection, In Thailand, the taxation level was the same as in South Asia in the
1960s and 1970s, but was lowered in the 1980s,

Quoted from the World Bank Report “'The Fast Asian Miracle”



ANNEX 2 Rice price stabitization policies and measures in selected ASEAN countries

(i) Indoncsia

Indonesia achieved the rice self-sufficiency in 1983/1984, Since then though the country occasionally
imported small amounts of rice depending on harvests, it maintains the seli-sulTiciency. A principat objective
of the government’s rice policy is to ensure the self-sulliciency and to maintain the price stability. The main
policy instrumenls to this effect are various rice intensification programmes, which provide farmers
improved technologies and subsidized inputs; rehabilitation and expansion of irrigation systems; and -
administeréd prices of rice including a price stabilization programme.

The rice pricing po'licy is implemented by BULOG, the National Logistics Agency. It was cstablished in
1967 and has the sole authorities for importingfexporting rice togelhet'wiih sugar, wheat and wheat flour,
and soybeans, and to implement the price support/stabilization programme for rice and a few other
commodities. The agency is also responsible for:

1) Distribution of rice to the Budget Groups such as the armed forces and civil servants;

2) A national rice ceserve stock for emergencies to stabilize inter-anaual fluctuation in rice prices; and

3) A natiorial buffer stock (o stabilize inter-seasonal fluctuation in rice prices. '

The government sets an arinual floor price for producers and a ceiling price for consumers. BULOG is
expected to procure rice including impors and to distribute it so that rice prices fall within the set price band.

Until recently, BULOG was very successful at stabilizing market prices and at keeping them within the
band. BULOG has kept its domestic procurement under 10 % of domestic production (Table 6). Since the
mid-80’s, the domestic prices have been at or above the world price. Itis caused by the lower level of stocks
duc to poor harvests and increasing burden of the distribution to the Budget Groups. Such a price level gave
however a positive impact on farm income, employment generation and poverty alleviation in rural areas.

"Fhe recent poor crops in 1992 and 1995 necessitated the impotts in considerable amounts, yet BULOG
could not effectively stabilize the consumer prices. Neveriheless the operations of BULOG are regarded to
be generally successful to stabilize rice prices. ‘

(2) Thailand . ‘ _ .

Thailand is a rice exporting counlry. Neafly ‘one thirds of the rice produced in the couniry are exporled.
‘Therefore the domeslic price has been affected by the world market price from the fluctuation of which the :
government intends (o protect the domestic price. ‘ o

In the post-war period, the government relained the monopoly of rice expor[s’.: ‘the Rice QOffice was set
up and the private éxporlers had to arrange i export rice under license issued b}? tic Office. A quota rent, or
the “premium’” called by traders, arose from such teansactions in the form of payment. in the 60’s and the
70's, the premium conlribnted to contcol of export supply and genecated a revenue to the govermnent. The
rice premium was abolished in 1985. Since then, the export was generally done freely.

A paddy price support programme which aimed at intervening seasonal fluctuation in paddy prices and
ensuring higher selling prices to producers had been implemented since 1965 without much success.
Immediately after abolishing the exporl premivm, the Paddy Pledging Scheme was considerably expanded.
Under the scheme, farmers can obtain a six-month interest subsidized foan equivalent to 80% of the market
price from the Bank of Agriculture and Agricultural Cooperatives (DAAC). The farmer has the choice of -
either repaying the loan (plus annual ordinary interest charges and storing cost) within six_months', or of not
gepaying the toan in which case the Bank takes possesston of the inventory. The Bank have to bear the risk if
the paddy price is not high enough to cover the cost and finally the farmer does not redeem the rice. The
government injected every year the funds for low interest loans to the BAAC.

The government in 1987 established the Rice Policy and Measure Commitiee which is responsible for
recommending rice policies and measures, monitoring and coordinating the implementation of the measures.

‘Many measures of providing loans often with low interest tates for encourﬁging exports and rice storage, and
fertilizer subsidits have been implemen!ed since then,



The rice policy of Thailand however have shilted towards a free teade in both'output and input markets,
ard the transmission of markel signals to different levels from production to export seems to work well,

(3) Philippincs

In the case of the Philippines, the National Food Authority (NFA) encourages rice pmduumn and
isolates producers’ and consnmers’ prices from the fluctuations of the world price by procuring and
reselling rice in the domestic market as well as the import monopoly of rice. The procurement price of rice
by NFA has been sct at a level (hat assures consumers access to rice as a cost compatible with income,
being the producers' price fairly below the world price. However, since the procurement price constitutes
floor in the years of surplus, this means attractive price lo producers. Lower rice price is partly
coi11p¢n§ated by subsidies such as fertilizers and other input, trrigation and other infrastructure
developiment, in addition to the procurement price mentioned above.

(4) Mataysia _

In Malaysia rice is also the commaodity of direct government interveéntion, However, in the course of its
economic development, the role of rice in consumption and policy towards rice have been changing. Policy

“of rice seif-sufficiency established immediately after the independence had been discarded in the middie of
1970s when paddy production has started to stagnate and decling in spite of the massive investment on
irgigation, introduction of high vielding varieties, subsidies for fertilizers and other inputs together with
producers’ price support measuses. Historically Malaysia has been adopting administered prices both to
support producers and to allocate rice to consumers. The nationat Padi and Rice Board (LPN) purchases
paddy from farmers at relatively high administered prices and has the sole authotity to import rice fram
abroad. Consumers' prices are controlled and not linked to producers prices, with government delivering
necessary quality of rice to the marke( at the des:gned price by importing «honl"ﬂls

{5) General observations _

In theése countries mentioned above, in spite of the different intervention measuses reflecling the

specific situation of the respective countries, a nuimber of the commion phenomena is observed. First, as rice
is the most important staple food of the population, government interventions, moslly in direct ones, are
being made except the case of Thailand. Second, generally low pricing policies have been practiced during
the past decades, with some COMPERSAtONy MEAsUIes such as Concessional loans, subsidics on inputs, and
investment in infrastructure. These approaches are gradually changmg to the declined levels of subsidies
and direct gavernment interveation. ‘Third, the general teadeicy of policy approach on tice in recent years
. suggests that the income and well-being of farmers are given more m_lemion_compaicd to the interest of
- consuniers. This may imply that the increasing income gaps between rural and urban areas are getting
" conspicuous and at the same tinse a diminishing share of rice’in the total 'expcnditurc of the average usban
~ houscholds is enterging in the ASEAN region. Further, although the socio-economic environment is
changing rapidly, rice remains as the staple of the people and requires sustained production. To this effect,
investient in agriculture should be emphasized to adjust and steengthen the production base of rice in
respective countries.
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ANNEX 3 Reconstruction of agricultusal cooperatives in Japan after the World War i

After the end of the World War 11, agriculivral cooperatives in Japan resumed their activitices. Due to the
deflationary measures taken by the government at the time, more than 70% of cooperatives (el in deticit as
of end of March 1950, Coopeiatives conducting joint purchase of farm inputs were most severely alfected as
unsold stocks accunmulated, and arrears of farmiers’ repayments increased.

In cope with the situation, the government revised the Agricultural Cooperative Law in 1950 by openiig
the way to finaricial assistance from the budgetary and monetary sources. Morcover in 1951 the Law of
Reconstruction of Agmulmml Forestry and Fisheries Cooperatives was enacted according to which the
government could subsidize cooperatives which met the prescfibed conditions for the financial
reconstruction. These conditions included: (i) to submit the reconstruction plan (o the governmenl; (i) to
dispose of (he non-functioning loans and stocks including their collections and cashing; and (iii) to increase
the capital to the exteat that own capital exceeds the amount of deficit and fixed capital combined.

Thanks 1o these measures, about 70% of agricultural cooperatives applied to the public supports under
the above Law could fuliill the réquired conditions and were successfully reconstructed.
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Table 1 Composition of gross domestic of agriculiure, forestry and fisheries : 1991
' (BIRVND at constant price in 1989)

-19495

1991 | composition 6f' 1697 [ 1993 [ 1994 [ 1935 composition of] annual growth
3Q. sector ag. sector rate for
L in 1931 (%) i in 1995 (%)] 1991-1995 (%)
{ Agriculture 10,887 100.0f 11,504] 12,319/ 13,195 13,877 100.0 6.3
1.Cultivation 8,820 81.0f 9,311 9,889]|10,582] 11,012 79.4 5.7
- Food crops 5.314 48.8] 5,713} 6,122| 6.388] 6,917 47.0 5.2
{of which : Paddy} [(4,675) - (43)]1(5.084)1(5,462)[(5,749)1(5,963) (43.0) (6.3}
Industial crops 1,727 15.9] 1,733} 1.874] 2,200] 2,369 171 8.2
Vegetzble, Bean 641 5.9 660 673 750] - 78¢ 5.7 $.2
Fruit Crops 8§79 8.1 303 305 925} 1,030 7.4 4.0
Qther 259 2.4 304 319 319 110 2.2 4.6
2 Animal Husbandry 2,067 19.0] 2.193] 2,430; 2,613] 2,865 20.6 8.5
Cattie, Pig 1,200 11.0] 1.,236f 11,3907 1,560] 1,749 12.6 9.8
Poultry 420 18 439] 498 504 Sie 3.7 5.3
Other 447 4 518 542] 549 604 4.0 7.8
H Forestry 1,132 1,108 11,1361 1,140] 1,259 - 2.3
i Fishery 1,195] 1,240 1,359 1,458] 1,566 - 7.0
iV GDP Structure(%)
1 .Agriculture 83.38 83.04| 83.15] 83.30] 83.08 - -
2.Forestiy 8.56 815 7.66] 7.20 7.52] - -
3fshery . | 9086 8.81 9.1% 9.59Q 9.40 - - |
Source : Ministry of Planning and Investment
Table 2 Changas in paddy production by region and by season: 1990 and 1994
: ~ Towa Sgeing R Autumn Wirmer
Unit 1550 1994 1990 1934 1950 1984 1550 . 19%4 |
Whole Area Thous Lo 6,027.7 £,558.5 2.073.7 2,384 1,215.8 1,577 2,738.4 2,640.2
Country | Yield 1on/ha 3.8 3.56 3.78 441 3.38 " 3.57 - 2.6% 1.80
froduction IThouston | 19.2252)  23%28.2 78458] 10504.0{ 41104 5,630 7.269.0 ~ ?.394.8
North Area  |Thouston 748.9 799.8 2537 260 5 - - 495.0 519.3
Mowrt3n | Vield torvha 227 2.75 2.57 316 - - 232 2.54
& Mdand [Production fThousdon 1,701.90 - -2,202.0 £51.4] ¢ B87.5 - - 1.050.6 1,319, 5]
Red River - [Acea Thous.ton 1,655 10268 3130 509.§ - . 544.6 517.¢
Deha Yiekd 1on/ha 3.42 4.01 3.5% 4,97 . - 3.2% 07
_iProduction |Thous.ten 36181} 41213 1.844.5 25333 - . 1,7336 1,568.9
North | [Aves Thous ton €77.0 . 680 3323 ETEN 120.7 7.8 2428 2454
Cervral . [Yieks wha 2.42 2.81 2.36 .18 210 2.86 2012 2.32
Coast - |Fioguction |Thous ton CEs2.4] 19140 894.2 1,008 6 254.2 335.% 491.9 5€9.0
Scuth . [Aves Thows ton 484 ¢ s18.8 1€8.6 176.8 135.2 140.9 151.2 261
Certral - |Yield ton/ha 328 3.42 148 .62 3.68 a4 2.3 R 1
Coast | |Pioduction |Thous ton 1.€07.1 3,187.9 sgg.a| - 6397 4581 583.7 521.6 564.5
Certradl  [Acea Thous toa 1653 181.9 258 0.0 . 139.7 1519
Highlands | Yeld ton/ha 23 2.47 £ 3 444 - 2.08 2.08%
Production | Thous.ton 386.0} 548.7 35.3 1333 . - 290.8 3155
North Asea " Phovston 354.0 353.0 48.0 56.8 $2.0 £2.3 204.0 2289
Eastof . |Ved tonvha S 2.60 253 2.57 3.33 2.88 2.9% 2.43 2.35
South | [Production ] Thous.ten 1884 9283 r42.7 185.3 149.9 2013 46,6 $32.7
Mekong  |Aea Thows.£on 2,580.1 3,038 752.4 1,010.3 907.7 1,251.2 919.8 7166
River Yeld | tor/hs 367 1.5% 1.82 5.00 3.53 360 287 . 3.22
Deita Production [Thous.ton 94803l 121210 36313 sans 3.207.2 45603.0] 26419 2,500.5
Growthrate 1930 1o 1994 .
Sown dres 2. 3% per v 3.5% per year - 6.7% per year - 0.3% por year
Yield 2.8% per yeor 3.9% per year 1.4% per year 1.4% per year
. Output S.2% peryesr 7.6% per year B.2% per year 0.4%% pet year
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Table 4 Agricultural cooperatives as of end of 1992

Elfectively Parialy £xist in Hame
Region Total | Reconstrucled | Reconsiructed Only
Number| No. of ¥ Ho. of % | Mo of %
B Coops Coops Coops
¥hole countey 1ie3al 2870) 17.5] e821] 41.7) 6650 408
Northern Hil 7,645 921 12] 2,390 39| 3,734] 484
Red River Delta ‘2s09f 0] 32.2] 160 462]  539] 214
farmer 4th Division 4255] - 689] 16.1| 1862 43.7| 1,704 40
Centsal Coastal 937 283] 302} aqr| arzy| 207 22
Cential Hightand - - 325 70 zof 123} o390 22 41
Eastern South 437 70| . i6] 1e9] 3ase] 198 as.3
tekong Deliz 231 27 s 80| 2¢.7] 148] 626

Souree : Ministry of Agriculture asd Rural Bevelopmeat, 1993

Table 5 'Agricu:wrai preduction groups in selecled provinces as of end of 1992

Source : Ministry of Agn'cukur and Rurat Dudoplm.nl

Eftechively Partlaly £xistin Name |
Reglon Total { Recorstructed | Reconstrucled Oaly |
Number| Ho. of £ to.of | % No. of L3
o | Coaps Coops Coops
1ozl G.472] 41} o6 575 "89] $836] 905
Ben Tre 1,657 s 0.9} 1,642]- 991
Dong Thap 951 5 0.5 78 82 e8] 9.3
Vinh Long 236 38 1611 198 839
Soc Trang 2,834 28 | 92 3.2 2.714] 956
Kien Giang 260 2601 100
Oong Hal 100 8 8 10 10 B2 82
tih Thuzn 37 37 100
8inh Dinh G4 4 4.2 50 9s5.7
Phus Yen 22 4| w2 18] 8.8
Giatal - 261 Ry A EX] R LT u_gggj

¢ Main bargets of agricuiture in the Five-year Pian 1896-2000, and the respective figures In 1990 and 1993

A0
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{1734949- 204
} .30
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30
2627
IR0-370
3-33

220
250
"
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Table 6 BULOG rice operations

. Procwement _ Procurenent®™ __ Releases
Shareof  Cudget  Market  Othec tod-year
Year nports  Qomestic  Production Groups  Operations Stocks
-—-(thousand t} - - (%) o == {thogsand L) - —— — -
ftepfita 1 _ n
1969/70 [8US 244 2.0 873 204 55 236
1970771 T3 534 401 835 228 1% o7
1971772 527 562 4.1 767 202 106 387
1972/73 1,229 138 1.0 726 768 -14 198
1973/74 1,230 268 1.8 752 118 10 A8
fleplita Il
1974475 1,130 $36 35 758 343 176 778
1975776 667 539 3s 749 559 a7 522
1976477 1.506 410 2.6 755 979 88 - s72
1978416 2,308 . 404 2.5 693 2,006 87 470
1978/79 1266 881 5.0 696 1,032 130 708
Replita_ il -
1979/80 2,560 AN 2.4 756 2,053 42 806
1980/81 1,213 1,635 8.1 238 1628 14 1,242
1981/82 437 1,982 B8 901 - 1,033 80 1,591
1962/83 06 1,933 8s 1,426 1,517 29 1,012
1983/84 LS 1,189 5.0 1,462 399 Rl 1,442
feplita_I¥
- 1984/85 187 - 2,374 9.2 1,427 69 116 2,39)
1985786 0 1,943 7.3 1,483 383 362 2,106
1 1986/87 D 149 . S5 1,421 193 150 1,866 &
1987/43 19 1215 45 1,631 640 134 775
1986/89 “315 7 1,801 6.4 1,626 142 27 1,078
Bepfita ¥ ‘ :
11989/30 150 2178 7.2 1,653 57 186 1,498
1990/916 0 1,200 40 1,698 300 30 670

la BU.LOG'S. ddmesli; piocurement:as a percent of domestic production.
~{h Adsted upward torefllect moce recent data from GULOG.

{5 Estimated. _
Note: Other releases include exports and distribution In disaster regions,

“Sowrce: BULOG. Fram World Bank; Indonesia: Agriculturat Translormaiion. Challenges and
© Opporlunitles, Volurie 8§, p.27, September 1992,
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Comments oit Research Results of the Ist Phase and
Issues for Farther Study of the 2nd Phase of the Group
of Agricultural and Rural Development

Nguyen Xuan Thao
Ministry of Planning and investment

1. Commment on the study results of the 1st phase

The topics of agricultural and raral development in this phase are as fo]lmxs

- Increase in food output -

- Diversification of agricubture

- Qrganizations of farmers

- Rural credit _

Both Japanese and Vietnamese expcns'pa'rlicipaied in the study. The study involves collecting available
information and data of Viet Nam, local and foreign documents, suiveys of three villages in three provinces
{Thai Binh in the north, Dac in the Central Highlands and Can Tho in the soutly), intervicws with researchers
of management institutes, universities, with stalfs of agricultural cooperatives, and with farmers.

The report consists ‘of seven papers written by Professor Hara, Sakurai, lzumida, Nguyen Xuan Thao,
Ngu;en Sinh Cuc, Boi Thi Sy, Dang Tho Xuong. ong report of Mr. Shindo, summary by meussor Ishlk‘i\w :
and r«.latcd data. -

1. Assessment of the sludy results on the following aspects

(1) Theideas { conclusions

I)I,vaiuauous on qgnculluml development in the 80's and the early 90’s. An']l)sm of faciors for
improvenment in agricultural productivity, mainly those for rice production, and future projection.

In this part, in addition to the presentation of general background of Vietnamese agriculture over past
years, with the description of significant importance of agncuilun, in Viet Nam, natural condmons, £conomic
zones, soil conditions, size of farms, some obscrvations are prcs;nlcd

--- Over the past few years, Vietnamese 'lgnculluu has witnessed a relatively high growth rate, attributed
nainly to high growth rate of food output of 4. 3%/year, higher than the growth rate of population (2.2%). As
a result, food per capita increased from 324.9kg in 1991 to 364kg in 1995, This makes Viet Nam & rice
exporting country with the yearly amount of 1.5-2 mitlion tons since 1989,

The retatively high growth rate can be also seen in the field of industrial crops, \egcmble fruits,
livestock, and aquiculture, :

The living standard of farmers and rural people has been improved. The main facter for these
achievements is the renovalion policies, 'the Decree No.100 of the Secretariat of the Centrad Party in 1991,
literaliy helped tens of millions of farmers frée from centrally planned mcchanisi. The Resolition No. 10 of
the Politburo in its full meaning proclaims the autonomy of household economy, contract land wse right with
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10-15 vear term, and madifies ownership status Giquadation of cattle and otler assets which used o be
managed badly by cooperative, to farmers). The: Resoltion of the St session of the Cewtril Comnintee
definitely affirmed fasm household as ao econoinicnlly independent vt in rural area.

The Land Law in 1993 give the five rights for fad users, libecalizing the circolation of agricoftaal
waterials and products, granting loans to farm houscholds. Agricultural policy is made up by agriculluee-
extension programs, reforestation. starvation elimination and poverty alleviation, prnagement reforms in
SOEs, price stabilization fund, national reserve fund. Under the appropriate macro policics, these
agricullure-policies have created new dynamism, tapping potential and creativeness of tens millions of
farmers for success of agriculture; These policies facilitate the transfer of teclmu]ogg and help relieve
natural disaster consequences,

--- These achievements are also brought by technical factors: promoting intensive farmiing, changing
crop pattern (to expand the planted area of winter-spring and summer-autumn paddy, to cut down the
planted area of main crop producing fow output in the Mekong River Delta), forther investment in fertilizer,
plant protection, wide-spreading of new HY Vs, and increasing investnlent in irrigaiion.

2) Limitations and constraint of agriculture

--- Vietnamese agricolture is dominated by single farming, i.e., paddy. The economic transformation
from agriculture based 1o industry-service based, and withia (he agriculiure itself from paddy farming to
livestock raising, industrial trees, fruits farming has been taking place but slowly.

--- Despite the initial improvement, living standard and income of farmers remains low due to ihe'

* - following reasons.

Average land per head is very small. Low productivity in crop and livestock sector. Abundam labor
foree as a result of over-population in rural area with limited agriculture land.

Off-farm activilies as handicraft and services have not yet devetoped, cmploynicn_i absorplion capacity
of urban areas is low, because of under developed industry, poor infrastructure, and poor intecconnection
between urban and rural aseas. :

--- Some ideas suggests that the incentives/dynamism brought about by liie‘reuovalion policies has
reachad its climax. For the puirpose of rural agriculiural dev elopmcnl theretore, many other appropriate
measures should be additionally taken up.

3) Present rice policy

- This pan sasccesefuiiy prccems _

Bung fully aware of the imporiance of food produumn the Governme has promulgalcd policies an
me pnce stabilizition; on the one hand, the rice market is liberalized, i.c., free circufalion and trading of
rice, on the other hand, price stabilization fund and foed marketing SOUs will be apphed as an intervention
tool which ensurés fixed ceiling and floor price. The experiences of other Asian countries like Thailand and
Indonesia are also iltustrated.

4) Potential and challenges of food production in the coming period

The report suggests that increase in food produc{mn in also necessary for national food securily. Given
" the present growth rate, the target of 30-32 million tons by the year 2000 is within the reach. However, the
major challenge (o overcome are the possible reduction of p'iddy area, catsed by the replacenient of other
crops with economically higher value, this challenge neads persistent inv estment in infeastructure as
irrigation, transportation, and agricaltural material supply. Together with industrial development, the rural
labor cost increases which results in an increase of agricaltural production costs. This may demand the
" adjuslmcnt of agricultural structure in the near future. In the process of crop dwersrﬁmhon emphasis

should be put on the investment in food production. Ior the short term major obstacles may not be seen, but
for the fong run, the negligence for food production may jeopardize national food supply. Regarding this
matter apart from fulfilling the targei of 2000 investment policy for the long run pumpose of the riral and
food and nufrition strategy should be commenced in this plan pcnod One of the soltion is the discussion
“on the Master Plan of Research and Development sys!em
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$) Agricultural diversification

This part comes to the conclusmn that diversification of agriculture is not only a solution but a strategy
for agriculture development as well, In the pat years, the diversification has taken place staggeringly at
household and nation level both in the form of state management and spontancity. The report also analyses
the situation of production, import-export, consumplion manner, and processing methods in Viet Nam, the
trend of world market of other non-food erops such as rubber, tea, coftee, and vegetable. The report also
pointed out the weakness and disadvantages of those commodities.

The measures to promote diversification are improvement in soil quality for growing different Crops,
création of effective markeling system, establishinent of financial system for both state and private sector. In
arder to increase the income in rural area with limited land, off-farm activities like agricultural product
processing are very important, in combination with generating jobs in adjacent regions.

6) Rural credit

This part general]y describes the changes in credit system in rural areas of Viet Nam, Rurat Credit
currently fuactions badly. At preseat this system comprises Viet Nam Bank for Agcriculture, Credit
Ceoperatives and Peopte’s Credit Fund, Rural Share holding Bank, the Viet Nam Bank for the Poor, and
other special programs. Besides, there is also an informal credit system such as “chui ho”.

The Viet Nam Bank for Agriculture is the leading financial institute of the State in niral areas. Now only
50-60% of the farm households can access to the loans of the bank. The primary problem in the rural credit
system now is the lack of mid-term and long-term loans {taking up only 25% of total outslanding). Short-
. tefm foans are the majorily. Taking good advantage of farmers organization eft lc:emly reduce opemnon COsis
and risks.

73 Farmers organization

This part draws the past and prescm situation of cooperatives, the mles ‘of farmers organizations in the
coming period, and suggests the possibly suitable forms for Viet Nam (either Thai or Japanese style} and
other measures to improve the efficiency of cooperative activities. 'Yhe topic of cooperative is wrilten
concisely and noteworthy, since the fact in Viet Nam now is that farmers in many parts of Viet Nam are
reatly fed up with the function of the old-typed cooperative, presumably reject its existence in the markel
economy. Instead the autonomy of household production is highl)r welcome whereas in other parts farmers
get to be aware the necessity of cooperatives. This part refers to the necessny and also rccommends
alternative solutions for the form of cooperative in the future,

8) General comnient on the Five-year Plan
This part says: ‘
--- Warning is needed for opum:snc forecast on lhe developmenl of agriculture and rural sector nnde by
many organizations and rescarchers.
--- Attentions as much as possible shoutd bé drawn to the development of rural sectors.
- The restoration and development of rural and ageiculture and industries are vital fo the success of
Fwe-)ear Plan of Viet Nam. :

These remarks are accurale and stralght forward, revealmg and expenenced way of lhmkmg which can
be treated as useful suggestions,

In general, the above-constiuctive ideas ace beneficial to identify the ssluanon causes, and proposals of
the solution, theoretical grounds, especially on the roles of credil syslem and former organizations. These
“remarks are sound. The proposals ar¢ highly practicable.

(2) lssucs for further discussion and study

1) Food production increase

Recommendmg agriculteral and rural development policies, professor Hara mentioned that at the
nationat leve Viet Nam's agriculture is approaching to the point where ils growth raté start going down, due
to the standstill sitiation of food production. In order to overcome this, the strategy for non-food production
is required based on the ecological system in each region, crealing spearheads in the food production
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industries. This is an interesting vle\xpmm that needs further dlscussion

Professor Sakurai states;

--- Increase of hybrid varieties (rice and maize) should be in small nomber. This is a good idea but
needs further discussion because according to him, only Chinese market aceept this variety. In the north,
IRR was replaced with CR203, in the south firmers are developing varieties with high quality for exporting
demand.

Hybrid variety produces high output, and this is what the areas producing low yield need. tn addition to
domestic human consumption and export, food is also used as cattle feed. Some hybrid varieties produces
high yields. Purther more diversification is necessary in order to meet different demands for domestic
consumplmn animal feeds and expost.

“The south Yiet Nam has exported L5 million tons of rice so far. But it does not say.much for the
certainty of its food production capacily by all means. Exporfing amount is coming close to critical point as
population is high and demand for food is still high.”

This comment is imercstihg thought it needs more discussion. Régarding the production and exporting
capacity of this area, especially of Mckong delta, its impoctant position in foed protection of Viet Nam has
affirmed.

All the areas in the intensive farming siripe in the north has reached 10 ton/ha, while that of the south is
15 tow/ha. It means that production growth in that area is hardly achieved in terms of technology.

- This is correct. However, looking at the situation from international standpoint, paddy yield Viet Nam
is more or less 3.6 tonfi, equipment to 60% of that of other countries, like Japan, South Korea Taiwar. In

other words, the paddy yield has the possibility to increase. “Lven if the increase by S million tons is
feasible by the year 2000, # will result in the income increase of US$20/head, for the agricultural
population of 50 million. it does not havé much.”

This judgiment is right in terns of income. [t is-impossible to get rich by doing agriculture and food
“production though the stabilily of agticulture is the precondition for the development of other industries,
especially for Viet Nan, a country which has just practiced commodity ccononty. Food shortage may bring
~ difficulties for economic development. :

Aiming at alternatives for agrlcullural developmenl the professor insists that the burden of
overpopulation it the rusal’ communities should be relieved for the purpose of the expansion of farm
‘activities because cegarding the 4 million hectare of planted area in deltas, the figure of 30 million is an’
excess. The main reason for this burden is that cities are unable to handle the highly condensed population
because of poor infrastructure, fack of accommodation, and backwardness of industries.

The necessary measures are as follows;

Setting up linkage between big cities and provincial towns, road network connecting villages and -
provincial towns. Upgrading industri¢s in the cities and towns promoting intterconnection between rural and
urban industries. Allowing farmers to access to credits of larger amount and of longer terms,

‘l'hete are corcect and notable cecommendations. Howaev er, there should be more specific and concrete
suggcsuons as what should be done and how can it be done.

With & view on agricultucal development under the circumsiances of overpopulation and land scarcny
professor Hara draws, alleation to the viewpoint of the World Bank in the book entitled “The East Asian
Miracle” emphasizing (hat unlike the previous experience of developed couritries which used to impose tax
on agriculture to protect industey, East Asian countries relaxed this tax thus encouraged the development of
agficultuce and overall economy. Moreover, East Asian countries 'ﬂloe‘iled nore bl]dgets for investnient in
tural infrastructure and R&D. - '

That is an attractive viewpoint, although there is a need for furthier studies on concrete measures' of
some other countries, and for figuring out what are the appropriate and what are the- mappropnale in
Vietnamese agricultural tax syslem and what should be added to this system.
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2) Div ersrf ication of Agricullure

In addition to food crops, Viet Nam has ﬁdvanngc and potential to develop ruhbu tea, colfee, feuit and
vegetable, though there is a limitation to these products in both domestic and w orhd mtarke(s, For rubber, the
maia challenge is to make financial decision to ¢ope with changes in the warld market. For tea, the problem
is the competition with China. For vegelables, the present level of quality does not periit Vict Nam to enter
into world market. '

Quality improvement is needed through the introduction of new varieties, production selection,
processing technotogy and farming methods. However, the problem for Viet Nam is now how te enhance the
popularity of its products in the. world market and Japanese market. This requiters necessary measures as

capital investment and pohcu‘s ‘This requirentent is one of the most important thins for Viet Nam
agricuttural products to have its place in the international market. Suggestions of Japanese side, who has
experienced this distress, are very useful.

3 Credit

Some Vietnamese ccontomists are interested in how to mobilize deposits successfully from people, and
polices to create a healthy financial market in rural areas, appropriate therapy to nawral risks aad crop failure
happen Lo farm borrowers.

Debts coMecting policy can be possibly reformed, but it is not advisable to collect debts at the harvest
time as it may compe] farmers to dump their peoducis. Is it an appareqt tendency to shift from monopolized
" state credit system to more diversified credit sources with the pamc:pqnon of differeat ecosiomic institutions
“in credit service?

4y Farmers organization

Cooperative are very imporiant but experience new style cooperative is still imited. Expericnces of other
countries like Japan, Indonesia are highly appreciated. The highlights are organizations, ownership of
property, land mortgage management and execwiion, function, size, training of cooperative staff,
remuneration, profit sharing, and the role of cooperative federation.

(3) Conunents on (he study resulis phase 1

Within the short period of time, based on statistical data, survey data, rehted documems cxchangu of
opinions wilh other authorities, central and local, interviews with staffs of cooperatives and with farmers,
experis have made reports on 4 major issues en '1gncul(urc, and rural situation. Generally speaking these
good reports with invaluable advises to promote lhe development for the abou aspects. These reports can be
uscd as good reference for researchers, managers, policy makers and Ie’aders of Vietnamese govcmmem in
their way to find out solutions for agriculture and rural dcvelopmem in the future. Several issues can not be
dealt with decply and specifically due to the time limitation. So they would be supplemented for study
further in the second phase.

I1. Issues to be studies In phase 2

(1) Diversifi cation of agriculfure and transformation of rural cconomic struclure

At present, 80% of the population, accounted for 70% of the country labor force are living in the rural
areas in Viet Nam. But they are poor, because of the low productivity and lack of jobs. The urgent problem is
how to increase income and living slandard of rural population. This is a ‘quiestion for all researches and
policies on agriculture and rural arca in the coming years.

To solve this issie, it is necessary to generate more jobs, to increase Jabor productivity, to change the
econoniic struciure, to diversify agriéultura! and rural économy, both in farming and off-farm activities in
rural areas.

--- For farming activilies: it is necessary lo dncrs:fy craps, livestock, intensily processing and marketing
services. It is also lmpormm to pick up the strategic products for development. For off-farm activities: to
* expand and develop the already existing craft, to create new craft for areas where have not.
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The first phase has suggested and evaluated sonie products from the view point of Japanese market and -
the second phase should preferentially keep thinking of follow-up steps or btief plan for the exporlation of
these products.

What should Viet Nam do to export some vegetables to Japan, and what policies should Viet Nam
introduce to compete with fruits and vegetables of ASEAN countries?

It can be said that the highlights of second phase study is the diversification, structural transformation
of agricultural and rural economy aiming at higher income and lving standard for rural population.

(2) Farmer organizations

Special attention should be put on suitable form, size, function, and assistance froni the State,

(3) Ruralinfrastructure

It consists of irrigation system, rusal transportation, market system, towns, and otlicr infrasiructuce
* facilities like communication, social cullure, and ones for capital mobilization.

(4} Financial and monelary systen in rural area

This is characterized by different forms of institutions, sources of capital and lending policies with
various interest rates meeting different purposes.

Farmers organizations, infrastructure, credit system will help to accelerate the process of diversification
aitd transfonmation of rural economy.

(5) Regional economy in agriculture and rural areas

Based on geographical characteristic, soil condition; crops, Vietnamese agriculture and rucal areas can -
be categorized into 3 regions: Delta region, coastal region and mountainous region. Each one has its
“advantages and drawbacks. |

1) Deltaregion

It has the advantages of high level of education, good and fammble infrasiructure, better soil quality.
The most severe disadvantage is populalion densily other than soil, climatic and marketing conditions
which impede the diversification process. Many areas are dominated by paddy crop which, produces low

valae compared to other erops. Most people do not have any jobs other-than farming. With regard to these

fea(ures, how to improve the income and living standard is a brainstorming question.

2) Coastal fegion :

“This region has the constraint of small agncu]luml land. Howe\er it has T'ifge coasial deposned land
© and good oppoitunities for development of special ¢ aqua culture with high value. If financial investment is .
© provided, it is possible to make good use of off shore fishing potential,

’s) Mountainous region

“The biggest difficalty is complmttd geography, poor iafrastructure, eSpecnlly of iransporl system, low
intellectual and edu_cm:on rate, sparse poputation. Considerable portion of land and hills are un-cultivated.
- This features is good to the development of industrial trees, fruit trees and forest trees which have the
consumption demand. If financial investment is poured into, this aspect will conlribute to increase in
--income
_ “The studies of regional economy will involve the research on available conditions, potential, and

 constraint and solution to development of steategic producis. 'The first phase has studied some issues and
come up many invaluable recommendation. However, this phase is ‘merely confined to the strategic in
‘theory and proposal of general solution. In the second phase the issues should be handfed in a strategic
- mannet but at the same time concrete’ nieasures should be recommiended. For instance, a conclusion like
what form and size of cooperative are suitable for Vietnamese rural areas to adopl, should be offered. If
necessary, some forms or models can be carried out as the pilot ones and used as expericnce-learning.
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| | 3 |
Viet Nam—Agricultural and Rural Development

Yonosuke Hara
University of Tokyo

The basis for managing Viet Nam’s domestic economy is currently being shilted from a fully State-
controlled system to a market économy sysiem. At the same time as ageiculture and rural communities
undergo the transition to a market economy, agricultural development in Viet Nam is characterized by a
shortage of land resources due to the countsy's high population density. Agricultural development in Viet
Naim must be characterized as a process which simultancously combines aspects of systemic transformation
or transition, with aspects of development, '

I. Agriculture under the old system

Viel Nam’s change of policy direction, or Dot Moi, was launched in the late 1980s. The fully State-
controlted system in existence up to thal point could be described a type of developmentalist political system
aimied at industtializing the country’s econorny, instituted by a developing country after the formation of a

nation-state. Under the market economy principle of “adopting, as a general rule, compelition based on'a
privale property system,” many Asian countries have attempted to stimulate mdusmahzauon in an
- environment of tariff protection and other policy measures. In Viet Nam's case by contrast, {he State tried (o
hasten industrialization of the national economy through direct control of the allocation and utilization of
resources, and of the accumulation of capital in the domestic economy. Viet Nam chose a system that
enabled the maximum economic surplus that could be utilized for developing the industrial sector to be
“secured by the State through the nationalization of farmland and the collectivization of agriculture in the
form of co'ope'talives. This agricultural collectivization process, however, was an extreme form of developing
country agricultural poficy in which the State attempted to secure as much of the agricultural surplus as
possible.

This fully State-controlled developmentalist strategy failed in Viet Nam, howéver, because when all

~assels were nationalized, they became “publicly owned” assets that ultimately belonged to no-one. People
then no longer had the incentive and motivation to efficiently utilize those limited resources. There is now no -
room for doubl that this econoniic management style that denied private ownership for the nalion’s resources
and assets did not result in an efficient economic systern.

" In relation to the collectivization of agricultuce, moreoves, 1 would like (o focus on the belief that large
farm management w ould be a precondition for achieving economies ‘of scale in agriculture and in particular
_jn rice farming. It was 1ot possible, however, to achieve economies of scale to any great extent in the Red

River and Mekong delta areas, where fixed capital assets such as tractors were not utilized. Nevertheless, this
fact was inflienced by the ideology of belief in large farm management and almost ignoted, an outcome that
‘was u!lnmlely utfortunate. ' '

" Furthér, because the activities of the merchant chss were 11be!ed as being "non-productive” nader the
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total system of State controd. cconomic activities by private merchamts were either completely banned or
regutated. Coupled with the collectivization program, it is uandeniable that this systém of control failed 1o
adapt and coordinate the productive activity of rural people living in Viet Nam's diverse ecological regions.
The merchant is no doubt an cconomic actor who pursues his own private profits. but he also gathers uselul
ecoromic information at his own expense and risk in his pursuit of private profit, and thus functions as an
intermediary, linking the numerous producers and consumers living in scattered cegions. and through his
activities, plays a role in the “productive activity” of creating distribution routes and developing
transactional modes. Ighoring this was also a mistake.

11. Agricultuse under the Doi Mol reforms

The basis of the evolution of the Doi Moi policy in Viet Nam involved a systemic reform process of
relaxing and abandaning the total State control that had been in force. Reforms in the agriculiural scene
were also undertaken very much in parallel with this trend. The first stage involved the abolition of (he
cooperatives that had been formed for collectivizing agriculture, and the transition to a subcontracting
systern comprising individual farmers. The second stage involved the provision of land-use rights to these
individual farmiers, and allowed the inhéritance and resile of these rights of use. Moreover, simply by
paying the Iand tax known as the agriculture tax, a fanmer is subject to no restrictions on what may be
produced on his land. Despite the continuation of the principle of state owiership of land, the essence of
this systemic reform process is identical to that adopted in other Asian countries which hold to the
principles of the market economy; that is, the establishment of a system of family-based agriculiural
businesses based on individual land ownership. Fusthermore, in parallel with the systemic reform process
. for agricultural management described above, the unfettered entry of privale merchants in the distribution
. of agricultural produce and agricullural inputs was also sanctioned.

Such a transition policy for the agricultural sector has reaped a significant dividend to the present. Rice
produclio;1-cenlere_(1 about the Mekong Delta—has grown substantially, so much so that two million tons
" became available for export in 1992, In addition, real GDP in the agricultural sector is estimated 10 have
- grown al 6.5% on average in the peiiod from 1983 to 1992,

T Agricultural development Issues

“Today, however, ten yedrs after the launch of the Doi Moi policy, it has become clear that there are
major limits to agricu[mml growih through econemic incentives alone to fFarmers and mierchants as a result
of the systemic reform process that (he transition policy put into place. The powerful limitation is the
shorlage of land caused by the historically high populstion growth rate. This shortage continues unchanged
while employment opportunities in the non-agricultural sector fail o grow. As far as land productivity is
concerned, high yield levels have already been attained, and the counlcy has no option but to await the
‘development and adoption of new varieties for boosting yields to higher levels. While success has been
*achieved from the systemic transition perspective, Viet Nam still faces a substantial stumbling block in

' 'deulopmg the agricubture sector under conditions of land resource shormges and high population density.
~ The following are sonie statistics for (he Red River and Mekong delias, the two core tegions of Viet
Nam's agricultuse sector, The population of the Red River delta grew from 6.5 miltién in 1930 to 11.9
willion in 1990, an annual growth rate of 1.0%. By contrast, (he area of arable Jand in the region has
declined annually at 0.6% from 1.2 miltion hectares to 0.8 million hectares over the same period. Land
density (per capita farm area) has thus fatlen at an annual rate of 1.6%, from 1,846 square melers to 689
square meters. In the same period, production of foodstuff grain crops has risen at an annual rate of 1.7%
from 1.8 million tons to 4.9 milkion tons; the priricipal background factors including improvements in land
usé ratios and the 2.3% annual increase in food yield (¢rop produced per unit area) from 1.5 tha to 5.9 t/ha,
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Iood pioduction per head of population has grown at an anmal rate of 0.6% from 277 kilograms to 411
kilograms. (Table 13 Real per capita income {in equiv alent unhulled rice terms) for farmers in ‘the Red River
delta geew only marginally between 1930 and 1990, from 584 kilograms to 692 kilograms. Fusther, while the
Gini coefficient, representing the distribution of income in the delta region, was calculated at 043 in the
1930s, land redistribution as a result of subsequent Socialist reconstruction has seen it decline to 0.25
1990. What should be noted here is that the output of foodstufl grain crops per unit area of arable kand has
reached its miaximum with current technotogical levels. Yields per unit crep area have grown as the Doi Moi
policy has unfolded, and while they almost reached the levels of the Mekang delta in the 1990s, have not
always demonstrated a clear rising tendency, ﬁucluahng arcund ai average of 3.5 tons. There is probably no
more room available for growth in yields at current technological levels.

The poptilation of the Mekong delta rose from 3.2 million in 1930 to 11.8 million in 1990, equivalent to
an anoual growth rate of 2.2%. By contrast, arablé land atea only grew marginally from 2.0 milion hectares
to 2.3 million hectares, an annual growth rate of 0.2%. Land density has declined at an annual rte of 2.04
from 6,250 square meters to 1,949 square meters as a result of the high population growih rate. lood
production has risen from 2.6 million tons to 9.6 million tons, a growth rate of 2.2%. Most of this 2.
growth rate, however, in the amount of 2,09%, can be ascribed to an increase in food yield from b 3 t/hato 4 2
t/ha. The extreniely interesting point here is that, most likely due to the high population growth rate, the 812
kilograms per capita food production in the Mekong delia in 1930 was neatly double the 1990 figuic for the
Red River delia, but thereafter remained virtually vachanged, with 810 kilograms recorded in 1990, (Table
1) Real per capita income levels for farmers’ increased from 782 kilograms i 1930 to 1.259 kilograms in
1990, and further, with the socialist reconstruciion program following the North-South reunilication in 1975,

'_ the Gini coefficient fell to 0.35 in 1990 from 0.87 in 1930 (Dao Tha Tuan, “The Peasant Household
Economy and Social Change,” Viel Nam’s Rural Transformation). Compared with the Red River delta,
foodstuff grain production per unit area of cultivated fand in the Mekong delia is low. This is nainly due,
however, to the land wiilization ratio that is affected by rainfall and other conditions. Yield per unit crop area
reached around 3.8 tha in the 1990s, and it is unlikely that any increase-in yield will be possible at curreat
technological fevels.

1v.Characteristics of rural communities by region and the agricultural economy -

Ihc following are some clnmclellsms of rural communitics and the agrmrllum! ecotomy in tm various
regions of Viet Nam, including the Red River and Mekong deltas.

The first characteristic of rural comntinity economies arose as a result of the Socialisl momiructmu No
malter what region of Viet Nam one takes, there is no great incquality in the houschold income distribution
in any rural communities. Traveling from North to Soulh, the distribution of income does become tmequal,
but even in the Mekong de}la, where the inequality is highest, the Gini coellicient is only (.37, as described
above (Fig.1). Viel Nam's rural communities are relatively egalitarian in comparison with other Asian
cc}unmes

Turning next'1o land, the iypical agrcultural resource, we fmd that the arca of agricultural land in both
the Red River and Mckong delias is high in comparison with the total arca, and morcover, the proportion of
agricultural land given over 1o rice paddies is also high (Table 2). Mountainous districts are conumon in the
remaining regions except for the North-East of the Southland. to these regions, the ratio of agriculwral fand
to total Jand area is small, and the ratio of rice paddy land to total agricultural Jand is fower thaq is the case
for both deltas, while the area given over to non-rice farming is larger.

Corresponding w ith the ciccumstances of agricultural {and resources affected by the lopographual
aspects described above, substantial differences are also observed in labor productivity (food output per farm
worker} {Table 3). The highest figure was 1.96 tons per capita, recorded in the Mckong defta, while the
lowest was only 0.79 tons per capifa, for the North-iast region of the Southland. "the reasons for this
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disparity can be found in differences in per capita areas under cultivation, and differences in yield per area
under cultivation. What | would like to draw attention to even more than regional disparity is the fact that
growth in per capita food output stagnated in the 1990s, This was due in part to a declining tendeicy in the
per capita area under cultivation due to population growth, and to the fact that no marked rising tendency in
yield per unit area was shown. Closer analysis docs show some minor differences between regions,
alihough the basic trend is practically uniform across the country. At least as far as foodstulT crop
production is concerned, we can probably conclude that a major limit to agriculiural growth is now being
reached. As a whole nation, it appears that Viet Nam is approaching the condition known as “Ricardian
Trap,” in which economic growth fails to make steady progress as a result of stagnation in domestic food
production.

Despite the country having the advanlagé of a relatively egalitarizn rural sociely as the initial condition
for long-term development, agriculture in Viet Nam is presently approdching a limit due to the land
shortage caused by its growing population, and the stagration in land preductivity resulling from the
currently usable technologies being virtually pushed to their limits. To overcome this limitation, strategies
are needed for expanding production of non-food agricutiural crops that make the best use of the ecological
characteristics of each regton, as well as technological breakthroughs in relanon to basic foodstuffs muist be
made.

V. The Red River delta_

The Red River delta was the first delta region in the world to undertake full-scale cultivation of non-
annd weakly light-sensitive rice in the winter and dry season when there is no risk of flooding. Unlike other
deltas in Sowth-East Asia, the Red River delta does not back onto a Jarge, arid plain. In the wet scason, the
river flows swiftly, and there is a high risk of the banks breaking in flood. Engineering modifications (o the
della—through theé construction of embankments and encircling dikes—had already begun as early as the

~10th century. In the 131h centory, the State itself undertook a massive dike consteuction project to protect
more than 300,000 hectares from the main flow of the Red River, boosting the land area that could be
cultivated with summer rice éfqps. The villages enclosed by the dikes formed small, self-supporting

- comnunities, and attempted to sustain as many people as possible on the limited land :wailablé In order {0
create an environment in ‘which everyone could be fully employed,.a village structure was created that

‘ would equally d:stnbule all ihe land and prevent the concentration of wealth. From *m)und about the I5th
century, a system emerged known as the public paddy system. In imany villages where this system opera{ed
cither all or at least 20% of the total paddy area was set aside as a comman paddy for the whole village's
use, and the land was allocated between the people of the village with almost complete equality. The village
controlled the private economy, and the reins of government were held by distinguished or senior villagers
chosen from the homogeneous peasant group. If the village paid in fulk its share of taxes and met the
‘requirements for providing compulsory labor, the national government protected its freedom. Between
1960 and 1990, the villages of the Red River delta were combined into a cooperative, but this cooperative
was created on the premises of the traditional village described above. '

VI.Mekong delta

Northern Viet Nam is hidden away behind Hainan Island in the seclud_cd ‘Tonkin Gulf, far from the
South China Sea. It was therefore lefl isolated on the outer fringes of the network of commerce and trade in
Asia that developed from the 15th century onwards. When we look across Southeast Asia as a whole, we
find that exceptional politico-economic regions were created in which agro-centric monarchical régimcs _
based on regional domination held sway. Southern Viet Nam, with the Mekong delta at its heart, has
histarically been home to a flourishing port city state, a trading emporiuiii that linked twa océans. Because
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the delia region, centered arcund the flood plain at the lower reaches of the Mekong River, the mightiest
waterway in Southeast Asia, was almost completely inundated in the wet season by the slowly Rowing river
and floodwaters, permanent seitfement wis virtually out of the question. Huaman seltlement of the Mckong
delto was therefore significantly set vack, and similar to the Chao Phiraya and Irrawaddy deltas, is a recently
opened-up area that was stimulated by the expansion of the gtobal market in the latter past of the 19h
century, and econoniic utitization was only achieved through the cotstruction of drainage systems and other
facilities. The resources that had not been wtilized for they were worthless untid new interpational trading
opporfunitics became available were rapidly developed in association with capital inftows from overseas. in
an archetypal example of a “Vont-for surphus ”-type development: In contrast with the Red River delia. the
oldest setiled delta systemi in the world, the Mekong delta is one of the most recent and last ecological zones
that hwiians have come to occupy. The farmers of the Mekong delta are indeed living in 2 frontier region,
and they are thoroughly capable of responding to opportunities generated by the market economy. They have
practically no tradition of life as a village community. and the delta region may even be described as a
“commercial zone™. _

Historically,selection of crops suitable for the ecological condilions has been the basis for the
agricultural practices in the region, as'is characteristic of delms Up to 1975, the delta was characterized by
single-season cultivation, with farmers graiving (raditionat crop varieties (oating rice plants).

The Mekong delta is an impottant center of agricultural production for Viet Nam, and while cultivation
intensity has been enhanced in existing arable areas in which population pressures were growing, policies
have been implemented to open up marginal land (wet season ooded regions with weak to moderate
sulfuric acid-type soils). From 1975 1o the Jaunch of the Doi Moi policy in 1988, the excavation of new
irrigation canals by laborers working under pational government orders contimied apace. kn the central past
of the delta where farmland is presently concentrated, the density of secondary and tettiary irrigation canals
grew, and in the newly opened-up Reed Plateau region, arterial irrigation waterways were excavated and the
area of arable land boosted. These facilitics were placed under centralized State control. Contrary 1o
government intentions, however, double- and triple-cropping through the introduction of high-yielding
species 10 make the most of these waterways did not materialize. This was because the nationalization of : -
farmiand and the collective farming system w orked to Natten individual faser motivation: :

‘The Doi Moi reform policy drastically changed this situdtion. Firstly, farmers became freely '1b!e m sell _
their produce, and secondly, a system of registration of land usage rights and a land valuation system (graded
according (o soil and water supply conditions) werce mtroduced A system of de facto tand titles and lhc
resale of tand thus becamea permitted as a substitute for paying fand tax. '

On the other hand, the decentralization of goverament f\mhonly has prmecdul '¥p'lCL. and policy ‘
decisions are being increasingly taken at the provinciat level. As regards the management of ifrigation
facilities, funding for arterial canals is provided by the provincial government, with management carried out
at the district leve!. Funding for secondary canals is a district-level responsibility, witli management carried
out at village government level. Funding and nnmk,cmem for tertiary canals are both the responsibility of
the village level. :

Individual farmers have begun to become more _mOliVated_ 1w pmducc with the rapid sprcm} of high-
yielding varicties and the development of mukliple cropping since the doi moi reforms, and- foodstufl
prociuuaon in the Mekong delta has thus grown sharply. The facilities that had been in place before Doi Moi
are closely bound up with this motivation to produce. On the other hand. muluple cropping has brou ght with
it the need to actively coordinate cropping ¢ and water wtilization aniong producer groups seeking 1o share the
samé secondary and tertiary canals, sluices and dikes. The net result is that even among the highly
individualistic farmers of the Mekong delta, farmers’ groups comprising around about 120 households have
been spontaneously created to oversee the collection of manngnment fees and other charges, and to
coordinate water utilization,

One villagé on the Reed Platcau provides an excelrem example of this trend. Since the doi moi reforms
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were inslituted, the planting of high-yi¢clding winter-spring varieties (planted in the period between
December and March when the waters have subsided) has sproad rapidly. Fusther, given the éxcellent water
conditions in the dry season, high-yielding summer-autumn vadieties {planted in the dry scason between
April and August, and harvested before the floods come) ase now being planted. By 1990, the planting of
floating rice plants had all but disappeared. Since the introduction of high-yield species, boosting the area
in which dry season cultivation (impossible due to the deplh of the flood waters in the wet season between
September and November) is feasible has becone an issue common to atl farniers. Given this situgtion, the
village as a unit began to collect fees, and has started 1o build tertiary irrigation canals and low dikes
surrounding the village block. These facitities slow down the rate of flow and prontote sedimentation
during the flooding period (as the water recedes), and prevent acidification of the soil by admitting and
maintaining water levels in the dry season. At the same time, the village instatled heavy-duty pumps (each

capable of covering 100 ha) for raising water iio the tertiary canals from the atterial waterways. The
ownership and conirol of the pumps resides with individuals (farmers and merchants), and ihe funds were
provided by the goveroment at low interest rates. Charges are set by a method that has a significant public
inlerest componei: the pump owner prepares a draft schedole of usage charges, which is then discussed,
approved and ratified by a vitlage People’s Commitiee composed of users.

Let us also look at another examplé, in the central pml of the delta. After the Doi Mot reforms were -
implemented (that is, especially after the Jand use-right registration systemn was launched in 1990), the
double-cropping of high-yielding varieties rapidly became widespread, involving winter-spring (coltivated
when the floodwaters have receded between mid-November and mid-Febryacy) and summer-aulumn crops
- {planted in April and harvested at the end of July before the coming of the floods) in the dry season. Triple-

cropping has also begun in areas where the topogeaphy facilitates water coatrol, As ene element of the (oi
Moi transition reforms, the State government control of irrigation canals is being decentralized, but
following the introduction of high-yiclding varictics, the balancing of double-crop production has become a
common problem for all farmers. A group of around 100 households (approximately 90 ha) which had
- shared use of a tidal irrigation water introductior and drainage system has found it nécessary 16 coordinate
(heir cultivation and harvest schedules. The coordination of water rights by farmer groups has been revived
-as a: result. The fairness of water management praclices using the secondary and lerlifar} canals that were

* - built priot (o the Doi Mai reforms has been enhanced, and water-rights disputes have not arisen. Against a

jb’id«gmund of deadlocks in specialist rice production in Ihosx areas protected by natural dikes and wih
‘minimal nateral limitations and subdivision of farmland, exlrem;!) diverse commercial farning praclices
have unfalded, such as the triple-cropping of rice, combined rice cultivation and prawn farming, fish
farming, and orchid gmwing.‘ On the other hand, the soil water content is high even in the dry season in the
center of the delta, making dry field cultivation difficult; at the same time, since the amount of cultivated
land per household is greater than that in the natural dike-protected region, specialization in the double-
cropping of rice has come about as a result.

VIl. The market economy and agriculture

The implementation of the Doi Moi transition policies has resulied in Viet Nam’s regional and rural
societies introducing a market economy systeny, and more specifically, “an unsteuctured market economy in
which price-setting is led by merchant intermediaries.” In relation to the distribution of rice and other
agricultural produee, and fertilizers and other agricultural inputs, market transactions are being integrated
on a national scale as a result of spontancous aclivities by these merchants. In the 1990s, the price

differentials between Hanoi and Ho Chi Minh City for rice and fertilizer geadually began to disappear,
indicating that the integration of markel transactions on a nationwide scale is continuing (Fig. 2). -

‘There are, however, soime remaining monopolistic features of the distribution sector, due to the fact th'u
a State Corparation is still involved in the disicibution of rice. According 1o the SPC and FAG document,
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An Agric ulttre- led Strategy fnr the Economic !‘rcimﬁnmmmn of Viet Num: Policy and Project Privrities,

“While the distributor's iargin for rice is around 10% in ‘Thaitand, it is 30% to 40% in Viet Nam. This is
due to the presence in the market of the State-owned agricultural produce distribulion corperation, and the
remaining inherént monopolistic factors.” While it is indisputable that State intervention in the distribution
of foodstufis is cssential in terms of seeking to stabilize domestic food prices, there is also at the same time
the possibility that such intervention may act as a factor impeding moves towards greater market efficiency
in the distribution mechanism,

‘The markel economy that is eacrging as a result of the Doi Moi reforms has nunicrous inkerent
deficiencies. Among them, a significant problem for agricultural development is the dvailability of financing
for agricultural activities. The Viel Narm's Aanculluml Bank was established in 1990 as a pubkic financial
institution for providing short- and medium-term credit to varions publu organizations for farmers and rural
commuinities, bist al present, has been able to provide only 8-9% of the loan funds required by the ol
sector. Farmers have basically sourced the funds they require through private savings and infornial credit
networks, but poor farmers in particutar are virtually unable to access funds through these channels.

Vli. The policy framework for agricultural development

“The m'\jﬂr problem facing agricultural development in Viet Nam is the fact that growth in agriculluce
through the provision of economtic incentives alone under the Do Moi transition policy can be stimulated no
further. The issue that needs to be addressed in the future is how to develop the country’s s agficuliure sector,
“given its high population density and shortage of and.

© As a precondition to proposing a policy framework for the d;\c!npnwm of ‘mncullure in Viet Nam, !
wish to focus atiention on the position adopted in the World Bank Report The East Asiun Miracle that soumnd
agricultural development and the agriculture policy that gives rise (0 it are essential components of the
process of realizing the “East Asian Miracle™. In the following paragraphs, | shall sct out the Report’s
characterization of the agriculiure policies adopted in East Asian countries that (ransiated “sharnd and
cquitable economic growlh” into a reality for their domestic econoimies as a whole, and moreover,
contributed to the formation of a favorable economiic environmen through the exmnsron of the domestic,
market resulting from growth in the agriculture sector. . :

“First, in order to sccure the revenue needed for their unpmi substituling mdustmhzauon slraleg) ;
dndopmg countries have tended to implement policies that ‘exploit agriculture—by lev ymg VaTious taxes.
and charges. The net result has frequently been a diminution of the economic stimulus on qanuﬂiuralw
production and impeded growth in the agriculiural sector. Tn East Asian countries by contrast, the scvcnty of
such taxes and charges has been relatively low. That is, agricultural growth has not been impeded by
distortion of the market economy as a result of levying taxes on agricuiture,

The next isstee on which to focus is that of government expeaditure on agriculture. In man) developing
countries, this expenditure is frequently takes the form of food subsidies and ‘other grants in areas not
directly associated with production. [n the countries of East Asia hy contrast, expenditure on agriculluce has
reinforced the foundations for growth of the sector, by placing a hngh priority on fiscal outlays for
infrastructure and research and devetopment which the market cannot provide. Among the developing
countrics of the world, East Asian nations have been pre-eminent in their provision of basic infrastructure, -
including such facilities as agricultural research-and development projects, irrigation, roads, sate water
supplies, and power supply projects. Governments have undertaken no snall antownt of public investument in
ordec 10 providé such agreicultural and rural infrastructure. On this point, agricalture policy in East Asian
countries has actively supported growth in the qgmnlmre sector.

To further examine the policy of levying taxes on agriculture, we shall look at another report of the
World Baok that éxhaustively takes up the issue of developing countries in various regions and estimates the
degtee of prolection and éxploitation of agriculture (A World Bank Comparative Study, The Political
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Economy of Agricuitteral Pricing Policy, Vol. 4: A Synthésis of the Ecenomics in Developing Countries, by
M. Schiff and A. Valdes, The John Hopkins University Press, 1991). The distinctive characteristic of te
report is that it not only provides estimates of the degree of direct exploitation or prolection-~Jevying taxes
on exports of agricultural produce, and quantitative restrictions or tariffs on competing agricultural
inports---bat also of the level of indirect exploitation, such as the degreé of exploitation of traded
agriculiural produce through an overvalued exchange rate, or the degree of exploitation that frises from
manufactured products purchased by farmers or the agriculture sector being more expensive than they
would be under a liberalized trade regime, as a result of a government’s import substituition protection
* policies directed towards the manufacturing industry. :

From the countries that were studied in this research, let’s look at the estimates for three ASEAN
nations,

Direct Proteciion Rate Indirect Protection Rate  Tolal

Phitippines 1960- 1986 4. 1(<%) ~-23.3(%%) -27.4%)
Thailand  1962-1984  -25.1 -1%.0 -40.1
Malaysia  1960-1983 94 -§.2 _ ~-17.6

The first common feature to all three countries is that they have a negative fevel of indirect protection.
This indicates that these countries, in s_ceking to promote their own industrialization programs by adopting
a protectionist policy of import substitution, have made purchasing of agricultural inpwts or consimer

“durables more expensive for farmers and the agriculture industry than it would be under a liberalized
trading framework, or that agriculture has been disadvantaged by an avervalued exchange rate. It wonld
seem indisputable that macroeconomic policies and import substitution industrial policies aimed at
industrialization will overwhelmingly disadvantage the agriculture secior when dev e[opmg counirics scek
to industrialize. _

While there are differences in degree among these three ASEAN couvatries, we can also note that the
direct protection figures are negative for each. Statistically, this indicates that domestic price levels for
agricultural produce are lower than international levels, and typically, this comes about as a result of

- gm'unmem interventionist policies of fevying faxes on the export of agricultural products. On this point,
the agriculinal policies in these three ASEAN countries can be said to be typical of the exploitative
policies that aré commeonly found in developing countrics.

“The fact that should be stressed here, however, is that the degree of exploitation of agriculture in
ASEAN countries is not so great in comparison with developing countries in [.atin America and Africa.

IX. Proposal

In Viet Nam, macrocconomic stabilization pelicies implemented by the government have alleviated o a
considerable extent the exploitation of agriculture arising from an overvalued exchange rate. 1 should
: embhasiie in this context that the nuintenance of macroeconomic stabilization is a decisively important
“issue for agricultural development. Al the same time, the easing of 1hé regulatory framework for trade and
distribution of agricultural inputs is also powerful in promoting agricultural development.

The conditions for trade and commerce between the agricultural and non-pgricultural sectors have
demonstrated a certain mmount of variability as the Doi Moi poticics have unfolded, but there are no trends
indicated at present that are advantageous ot otherwise to agriculture. This could be said to be a résult of
the maintenance of the macroeconomic stabilization policies, but we should note that there is a risk of the
agriculture sector being disadvantaged and agricultural development being impeded if these policies weére
to collapse and the exchange rate become overvalued. Purlhenmore, if the level of State intervention in the
distribution and {rade of rice and other agricultural produce were to increase, there is also a risk of greater
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direet exploitation‘of agricullure and impeded agricultural development,

in relation to the medium aand tong term development of the agricultural sector, it is cleardy vital 17
realize that without public investment in roral roads, electrification, irrigation and the develdpiment ard
diffusion of new agricultura) technofogies, long-term growth in agriculiure wilt be impossible to achivve. We
should also remeniber that there may also be situations where it is essential to incur public expenditure in
these areas of agricultural development even if it means occasionally accepting a budget deficit. While Vict
Nam is considering relying on overseas funds for nearly S0% of its development as a nation overall, boosling
exports will be an essential condition to ensure that the country’s dependency on overscas funds docs not
force it into debt problems. There is a significant role to be played by rubber, tea, coffee and other
agriculural products in addition to rice in this growth in éxports, and at what may be called iis inilial stage
of agricultural development, there may be a need for short-term concentration of public sector investment in
agriculiure.

Al the same tinte, farmers’ organizations must be created that more efficiently utiltze expenditure on
these developments in rucal communities. Unlike the cooperalives of the past, farmers must become
organized in disseminating information, distribution, and credit provision, In the Red River delta where the
farmers have a tradition of organized activities and the average farmer has only a tiny scrap of land at his
disposal, interest is intense in the introduction of crops other than rice, and there cxist strong demands for
guidance and instruction not only on vartous cullivating techniques, bul also on quality control and
marketing methods. The cooperatives are currently only renting machinery and providing other support
services to farmers, buf it is essential 1o organige these bodies into more effective agricultural education
projects. In the Mekong delia, how to organize cooperative action is a major issue to be addressed. Asa
nuomber of examples have already shown clearly, when the economic benefits of acting cooperatively are
made clear, farmers will spontaneously organize themselves, even in South Viet Nam. A thoroughly eifective
strategy will be to provide low-interest agricultural development foans, focusing on these spontaneous
groups. ' '

There iS5 a subsmmnl regional disparity in the traditions of organizationa! and cooperative activities by
farmers in Viel Nam. In all regions, however, we can consider that cooperative aclivities will be
spontancousty organized when farmers anticipate that significant economic benefits will be forthcoming
from such activities. For the government’s part, it will be essential to closely examine such spontaneous
- activities by farmers, and combined with secking to ENCOUTAEE MOVES in that direction, provide toan Tunds ol
" low nterest rates, and promote the formation of farmers® organigation aimed at agriculiural development.
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‘Table 1 The evolution of agrarian systems in the two largast deitas in Viel Nam

Rural Arable Larid

Region Papulation ecmamend Pensity

{iniftion) fasnitlion b ) (m'[cnpilﬂ}

Red River detta 1930 65 12 86
1990 19 08 682
Crowlh rate (%) (1.0} (-0.6) (-1.6)
Mekong delta 1930 32 20 £ 6,250
193¢ na 13 1,249
Crowlhrale {%) (P2 ]] {-2.0

Source : Dao The Tuan, “The Peasant Houschold Economy and Social Change”, Vict Nany's Rural Transforimation, 1SEAS, 19435

(02)

Foodd Crops Food Feod per
Peordiection Yield Capita
funitlion tonnes) {ifha ) (hg)
1.8 15 w7
19 59 41
(an {13} {6.6)
1.6 1.3 812
9.6 42 816
2.0 (1.0} _ {00

Table 2 Land use of Viet Nam (1993)

Agiicuharad

Agdcehivial tand is Yoral

Patdy land 10
Agricettonal

Fedustefal Creps
1o Agricultual

Foresty fo Tora)

N x AATeetland Land  tand  Faddyled Laod  lwdesirisl Crops Land - JFoey  Lad
Whole Comtry D TN R T TS I O TR T T M it KA A LU X015 I TR T
Harih Moumsin and Llidhand SHOLAED 1226926 (1 81%  S4L0M 1398% 4,008 DA% 5209907 ira
Red Rives Uelia LN BOI02Y . 463I% BN 1o 6208 L% BN 1%
Cential Corsi of Honblang LI 716300 8% a6 ST 116,108 1634% 110616 1A%
Central Const of Sourbland 45023 SN 1R H] M HELA ISD,I-JG 33435 1LATR Y 3
Cenira] 'Ii;Mnnd ;,l}ﬁ_,lﬂl 144,991 t01%, 135,537 WAL 105,153 T E6% 1136814 £0.04%
ok fana of Sairktand 1_!“,!52 IM,‘”O-' S MY 1s5an - 3L HEA 246415 RLY SR TR ] HI0%
__Mckoag river Beha 3951893 asemsl  6rIeA hE5000 T HLSEY XL L1 N1 [LIE

Table 3 (1) _
e ___ Ctoss Output of foods(Paddy Equivalent: 1000ton)
— 11985 1990 1991 1992 993 1994
Whole Country . | 182000 21483.5 210895 242046 255017 361935
* Horth Mountain W94 23496 23674 28329 31601 . 2955.8
Red River Delta 33869 41007 34567 - 4693%  $3881 . 4619.1
- Central Coastof Houhland [ 18864 " [998.0 20105 21752 22476 23078
Centeal Coastof Southtand | - 1976.1 18756 2022.3  1853.9 17322 20343
Centra] Highland - 5592 5810 - 6069 . 6186 6342 | 6644
~Nosth-East of Southland 10860 9757 10567 9743 11356 -1327.8
'MekongsiverDelta -~ | 69860  9607.8 10464.0 110666 112019 [2289.3
i o __Sown Area of Foods(1000ha) L
_ i 198s 1989 1990 1991 1992 1993 1994
Whole Countey T 63338 T 30896 7it0.9 7448.0 77074 - 11967 78212
North Mountain . . | ]064.4 EHE7.0 - 10878 11446 12300 12462 12176
. Red River Delta S nss2 12894 - 12469 12627 12359 11333 12094
‘Cential Coast of Northiznd | 9329 9055 8891 SMT 939 9119 92
Cenleal Coast of Southland | 67).2 8345 - 6217 4487 6517 6593 - 6551
Ceateal Highland _ 2529 2451 2468 2568 2613 2759 2119
North-East of Seuthland 419.7 4035 3875 1 3952 4475 4306 4520
Mekong river Defta 23003 . 24946 2625.0 23463 29665 3039.5 30903
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Table 3(2)

Labouc of Agriculture(/ 000persons}

e [ ess 1990 1991 1592 199}
Whole Country 157660 177239 184385 195383 204829
Moath Mountain 1509.0 11793 21313 22590 2388
Red River Delia 31316 3699.9 13078 35034 1959.0
Central Coasi of Northiand 19504 22124 24761 27013 6917
Central Coast of Southtand 1508.7 1641.2 1656.4 1758.9 1395.7
Cential Highland . 530.2 600.5 686.2 7124 1144
Horth-East of Southland 11984 1358.8 {13 13924 1444.7
Mekong river Della 48694 51397 5548 37200 51251
. - Labor l’tod}‘l_cgtiv.i{y(!orﬁcleiggf(_g)__‘iﬁiﬁ___
. 1985 1990 1991 1992 1993
Wiole Country o 1.15 12 119 124 138
Hoith Mountain |.54 1.32 1.11 1.25 1.35
Red River Delta 1.03 1L 1.02 134 1.36
Central Coast of Northland 0.96 090 "0.81 0.8 0.84
Central Coast of Southland 1.31 114 1.22 103 0.91
Central Highland 1.05 0.97 0.83 0817 0.86
Noith-East of Scuthtand . 091 0.12 0.90 9.70 0.79
Mekong river Delta 143 1.85 189 1.93 1.96

Sown Area per Agiicultuial Labotra per capita).

: o ] 1933 1990 1994 1992 199}
Whole Covatry 0.43 0.40 0.40 039 033
Nouth Mouztain 0.71 0.6 0.54 0.54 0.53
Red River Delta _ 038 0.34 037 035 03
Central Cozst of Northland 0.48 040 036 034 0.34
Ceatral Co2st of Southland 0.45 0.33 039 037 035,
Central Highland - D48 0.41 0.37 1058 033
Nocth-East of Southland 0.35 0.29 0.34 0.30 030
Mekong river Defta” - 047 051 052 . 052 . 053
Yield of fcodficn/Ma) .
[ 198s 1950 1991 1992 1993 1994
Whole Country 266 3! 795 NI Y] 335
North Mouniain 218 246 207 2.30 254 2.43
Red River Della 2.86 3.29 2.74 180 437 3.82
* Ceatral Coast of Northiand 2.01 2,25 225 233 248 2,53
Central Ceait of Southland 294 299 3. 2.32 263 an
Cedtral Highland 21235 2.36 23 2.30 244
Moh-East of Souihland 2.59 252 187 233 2.64 2.81
Mekong river Delea 1.04 386 e 31y 369 398
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__ Central Caas

Table 4 (1)

tof Nowthtznd(1000hs)

o 1990 1991 1992 1993 T i9M
Total T TEB2T 8878 9340 Soié . 6017
Spring Paddy 123 3149 3153 3148 712
Wintes Paddy 2441 240.6 2471.2 2185 245.4
Auvtuma Rice 120.7 119.7 1245 1209 175
Maize 44.9 6.1 531 522 61
Swert Polalo 179 124.1 £37 1331 121.1
Cossava 1. 428 424 47 451 425
e CoiEL Coast of Notthland(1000ha)
1890 1991 1992 995 U799
Total To-091% T 058%  4.09%  -2.11% 0018
Spiing Paddy 02i%  0.29%  003%  -005%  027%
Wintsr Paddy -336% -040%  0.74%  .094%%  0.76%
Autunmn Rice 106% -01% 0.54%  .0.39%  -0.38%%
Maize 1458 O 0.14%  079% -0.10%  0.95%
Sweet Potato 043%  0.70% F45%  .042% .1L33%
© Cassava o634 005% 0.51% -0.20%  -0.39%
e Ceatnal Coast of Southland(1000ha) o
o 1990 99 1992 1993 i994
Total SN 643.7 6307 4544 6133
Spring Paddy 163.5 122 1S 1767 £76.3
Wintet Paddy 191.2 196 . 2048 202.7 201.1
Autumin Rice T3S 1429 142.9 145.7 140.9
Maizs 8.2 29.2 29.4 294 RN
Sweet Potato 40.6 425 414 414 389
Castava 52.3 IR 59.1 - 58.2 415
— C_t;rﬂral_CuastofSoulhlénd(Gmwﬂualc:%)
I 1991 19927 71993 1999
Tofal LE1% X% LAG% 0.21%% o318
Spring Paddy 0T 055%  009%  034%  0.03%
Winter Paddy 0.06%  0.771% 1L.3i%  .032%  .0.24%
Autumn Rice 8.05% LM% 0.00% 04)%  0.73%
Maize D0%  016% 003%  000% 073%
Sweet Potata 0.85% 030% 0.17%  000%  -0.38%
Cassava SA1% - 029% 0.2 0% . -2355%
o ___ Nouth Mountain and Midland(1000ha) e
1988 1950 Tiogn 1992 | 1993 1994
Totsl 10997 10700 12009 12117 M2204 13042
- Spring Paddy 251.9 253.7 280.2 219,9 2798 2805
Winter Paddy 501.2 495.0 540.4 530.5 5319 519.3
Autuinn Rice
Maize 2026  .183.8 208.7 2133 - 2261 2294
Sweel Potato 54.6 583 759 - 838 854 851
Cagsava | 894 737 967 1042 982 8§99




Tabls 4 (2}
tNoith Mountasin and Midland{growth satz:34)

o 1989 1850 1991 1992 1993 1994
Yorsl 451% -2.10%  12.33%  0.82%  080% -14i%
Spring Paddy -5.49%  O16%  248%  -002%  0.01%  0.06%
Winter Faddy 0.14%  -0.56%  4.24%  .0.82% 0.12%  1.03%

Aubimn Rics .

Maize 0.62% -L71%  233%  038% 1.06%  02i%

Sweet Polato 0.17%  038%  L6OW  066%  013% -0.02%

Cassava __080% -091%  1.68% 0623  -0.50%  -0.68%
_ __Red River Della{1000ha) :
1983 1939 1990 1991 1992 1953 1394
Total C ] N36.7 12530 12094 r1s46 12002 12065 11842
Spiing Paddy 502.9 508.9 S13.1 494.7 503.0 505.1 509.3
Winter Paddy 548.9 548.6 544.6 519.0 5216 528 517.0
Avtuma Rice
Maize S W 112.¢ £9.3 5.1 134 746 75.7
Sweet FPolato 47.5 5938 63.1 75.6 104.9 G3.6 742
Cassava 237 229 19.3 16 83 1% 10
. Red River Delta(gromhrate:%6) :
1985 1989 1990 1991 1992 1§93 1994 -
Total ] 833 208%  -3a49%  4.53% 4.90%  039%  -1.85%
Spring Paddy 0.52%  0.13%  0)4%  .1.51%  O02%  0.01%  03%%
Winter Paddy 003 -001% 002% L202% 0.23%  035%  -0.94%
Autumn Rice :

Maize 685% L% )48%  096%  1)6%  010%  0.09%
Sweet Potato 1L08%  0.27%  0.26% ¢ 10Me - A54% -18% 1.12%
. Cassava 0.07%  -0.02% ;- -0.29%  -0.97% - 0.06% . -00)%  -0.07%
e Ceatrzl Highland(i00Gha) | L )

‘ 1989 1590 1991 992 993 1994
Total 7 EYA 2458 2554 266 a2
Spring Paddy 25.9 5.6 269 27.2 23.6 o
Winter Paddy 134.9 £39.7 1431 152.2 158.1 151.9

Autumn Ricz ]
Maize 43,7 459 48,5 47.3 47.1 46.8
Swect Potato 115 134 14.2 15 145 14.4
Cassava 22.6 21.2 127 243 - 152 8.9

__ Centea] Highland(growth tafe%4) o
o 1989 1990 1991 1952 5931594
Total D31 090% . 391% A15%  3.05%  -0.71%
Spring Paddy 0.23% 0.12% 0.53%. 0.12% 0.31% 0.51%
Winter Paddy 0.09% 1.97% £.38% 3.56% 222% 2%
Autunin Rice ’ . .

Maize 048% - -LIS%  106%  0471% 0  0.45% -0.33%
Swest Potato -0.76% 0.78%% A33%% - 031% -0.19% -0.04%
Cassava | O18%  -051% 0.61% - 063%  034% 1.35%
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Tabie 4 (3)

Noth-Fast of Southland{100Cha)

N 1950 [EE 1992 1993 i9ed
Total | 33 3915 4123 4257 466.0
Spring Paddy 48.0 50.6 525 $3.7 56.8
Winter Paddy 2040 191.9 2139 21170 2239
Auruoin Rice 52.0 625 60.6 64.4 673
Maize 48.5 46,0 48.3 52.2 65.6
Sweet Potato .9 3.1 1.0 6.1 5.4
Cassava 23.4 324 300 323 420
o ____ MNanh-Easi of Southland(growth rate:%4) .

, | 1950 99 1992 1593 1994
Total A30%  201% sS4 313% 9.47%
Spiing Paddy 047%  068%  0.49% 0.29%  0.73%
Winter Paddy 001% 3% 5.62% 0.15% 2.80%
Autumn Rice 0.00%

Maize 0.51%  065%  0.72%  082%  )IS%
Sweet Potalo QM% - 005%  028% -021% -0.16%
Cassava -1.63% LM% 061% 0.56% 2.28%
__________________ Mekong Deita(1000ha) -
- 1590 1991 592 1593 1994
T T 26226 18444 29634 30344 30834
Spring Paddy 1524 §20.4 926.9 9669 - 1010
Winter Paddy 919.8 928.5 817 863 7766
Aulumn Rice §07.7 1058.1 11201 12182 1251.2
Maize 12 114 12.5 14.2 22.2
Sweel Polato 19.4 5.7 15.8 16.1 12.9
Cagsava 2.3 10.3 10.3 i} 10.2
—___ Mekong Deltafgrowth rate:%)

_ | 1990 1991 1992 1993 1994
h 3S5%  3d6% 408 240%  161%
Spring Paddy |~ 319%  259%  374%  LAS% 1.43%
Winter Paddy |~ -2.05%  033%  -L79%  -2.35%  .1.03%
Automn Rice
Maize 0.00% 0.01% 0.04% 0.05%% 0.26%%
SwettPotato | 0.00%  -0.4%  0.00% 001%  -0.11%
Cassava 003%  -00i%  000%  002%  -0.03%
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4
Proposal for Addressing Agricultural ‘Problems in Fi ive-year
Plan (1996-2000)

~ Yumio Sakurai
University of Tokyo

I. Summary of agricultural sector development plan within New Five-year Plan

1. Reform of agricultural and lishing industry production framework
© To link the current pure agriculture system with industry and to rationalize the service sector, 5o that the
lndusmallzalmn and modernization of agriculture might stal to take its first step.
(1) To raise the carrent ratio between agriculture, industey and secvices within the rural community from -
%2 15%:425% to 27%:26%:47%. Te change the ratio of farm production to livestock pmducuon from
?i% 25% to 65~70% : 23~22%.
(2) Direction of feform of agicultural framework

1) Tood remains an issue of particular importance. fnvestmént is to continue, with the level to be raised
to 3,000 tons by the year 2000. This is designed lo guarantee national security, further develop livestock -
production, and meet the needs of society. Retain 2 million tons as cmérgency storage and for- export.
Convert low- producuon grain-growing ‘districts to mdusmal crops, fruit and vegetables. Select new lypes of
high-yield crops suited to the ecosystem. In pasticular, increase the area used for hybrid varieties from the
current 200,000 hectares to somewhere between 500,000 and 1 million hectares, so that the area will occupy
about 8% to 12% of rice fields. lncrease maize from the cuerent 150,000 hectares to between 300,000 and
150,000 hectares. Selective use of hybrids can increase food production by sonte 3 to 4 million tons. -

2) Increase the area under fruit and industrial crop cultivation from the current 1.5 million hectares to 2
million heetares to occupy 45% of the total area under cultivation (currently 35%).

Iistablish fruit and industrial crop zones that employ advanced technological systems,
- Locate cotton production in the southeast and Tay Nguyen (Ceatral Highlands).

" Increase sugar cane production to 200,000 hectares in each zone by the year 2000. In particulas,
establish large-scale producuon zones i the southcast (highlands to the east of Ho Chi Minh City), in the
Mekong Delta, the Central Coastlands, and in some of the provinces of the Northern Mounnms [istablish
wgar-raﬁnmg industries close to these zones.

3) Over the five years, cultivate rubber, coffee, and tea over 300,000 heclms This is ‘tobe principally
~ in the southéasl, Thai Nguyen, the 4th district of central coast to the north, (Thanh Hoa, Nghe An, Binh Tri
Thien), and (he terrace lands in the Northern Mountains. Duelop a further 30,000 hectares of coffee in the
Northerit Mountains in particular.

© 4) The growth rate foi these industrial crops is to be about 10% per annum.
(3) The focus of development in terms of° Iwcstock pmducuon is 1o b¢ dressed meat (pork and beef),
fresh milk, and pouhry The current rate of Inestock producuon is to be increased from 2%% to somewhere
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between 30% and 35%. Export sales are to be increased by 4 w3 times the current amount., EMfoi is (o be
directed towards improved breed production and consolidatioh by combining traditional fivestock Farming
with industrial livestock production. I termis of zoning. the main location for beet cattle is to be the Sth
district of the central coast to the south (Quang Nam, Da Nang and Nghia Binh) and the Central Highlaunds:
top grade pork is to be located in the delta areas, and fresh milk in the 2 districts of Puc Teang and Moo
Chau, and surreunding the bigger cities.

{(4) Investment in the fishing industry is 1o focus on offshore fishing methods and on the processed
marine products industry. Fishing is to reach 1.5 million tons by the year 2000; export sales for the §-year
period are to reach US$H4 billion. _ _

{5) Forest conservation is to achteve Plan 327 for reafforestation of denuded mountain arcas.
Cultivation of useful plants is to be encouraged. The right to use forests is to be allocated (o the family unit
as quickly as possible. Over the S-year period, 3 witlion hectares of forest is 10 be conserved, 1 million
hectares is to be recovered, and 2 miltion hectares is lo be afforested. Over the S-year period, 5.4 million
cubic meters of sawlog timber is to be produced, and 4.5 million heciares of deforested mountain areas to
be reforested.

2. Development of induslries lo service rural communities

Investment is required to provide for industrial systems for manufacturing of marine and agricultural
products. Invéstinent in food procéssing is essential, as well as investient in new equipment for the
handicralt industry work force following harvest time. '

Investment in small-scale industry and in the bandiceaft industey is needed 1o restore and expand
teaditional handicraft manufactoring in rural communities. ‘The first reason for this is to soak up much of
'lhe work force av ailable in the rural sector; the sccond reason is to preserve export vahue. Products that
come wilhin these types of industry include poltery, tiles, fine art, textiles, building materials and so on.

Various types of rural community services (including technology, credit, materials, hand:craﬂs, advice
and guidance, information, transport, manufacturing, marketing, social welfare, and medicine) are to be
developed and diversified. ‘The national business management and production system is to be reinforced
and each family farming opgrauon :mproved and developed to prm:de links with lhe various sevice
facilitics.

L Ob_sewation:s:

. Stepping up tood production

The only concrete proposal is to increase, by a small 'mmum the area of hybrid species under
collivation in maize and rice fields as well. This cannot increase the estimated average of 22 millions tons
fot the first half of the 1990s to 30 million tons. The farmers of the Red River Delta exist chiefly by being
rice sclffsul‘ﬁci('m. By the very nature of things, even if it were possible for them to produce extra rice for
- the government (to make various unavoidable payments in paddy [unhul]ed rice}—i.e., taxes, public dues,
agricultural expenditure), there is littte Hkelihood that they would expand into large-scale production
because of their attitude towards keeping paddy to themselves. In the same way as IR§ was abandoned in
favor of SR203, and the area of land given over to the cultivation of glutinous rice suddenly increased when
government controls retaxed duting the latter halt of the 19805, it is not now possible to change farmers’
attitudes towards cultivation sitply by increasing their crop yield. The New Delta in the Mekong Delta'is
irrigated land, with possibilities for cultivating hybrids for export. It is doubtful whether the farmers who
possess high-quatity paddies producing top-grade rice would want to cultivate hybrid species. If they were
to concentrate on only one type of hybrid, this would surely ¢ause extreme instability in production.
Additionally, at this stage, it would secm that the only conceivable market for hybrid species is China.
Changing the best-quality paddies in the Meckong Delta 1o produce inferior specics of hybrid rice for the
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suke of guarantecing an export product is oo much of an exposure i terms of the guality of Victnamese
exporl rice.

Until now, soulh Viet Nam was exp(\rung in the vicinity of 1.5 million tons of paddy, which is by any
meastre a precarious position for the south o be in. United Nations® estiniates put Viet Nanv's papulation al
82,427,000 by the year 2000, whife Viet Nam estimates a population of 78,987,000, If you multiply this by
the amount of paddy considered sufTicient per person (i.e., 280 kilograms), then in the former case you will
need 23,070,000 tons, and in the latter you will need 22,110,000 tons to sustain the population. Paddy
production for the first half of the 1990s, however, is only around 20 million tons. Viet Nam has guarantecd
export rice levels until now, including roughly 2.5 million tons (paddy equivaleat) of minor grains. In terms
of the dietary habits of the Victnamese people (they verge on a complete rice diet); then the export situation
is very close to crisis point. Therefore, in order to guarantee export and reserve levels of 2 million tons of
rice by the year 2000, productiori of paddy alone has to reach 25 million tons. With the addition of the minor
grains, setting a target of 30 miltion tons has been an unavoidable choice.

All of the areas in the intensive farming belt in the north (which was the cenater of pmduc‘hon
development following the Doi Mei economic reform program) have reached an annual production per
hectare of 10 tons (paddy equivalent). The New Delta in the south (taking in Tan An, My Tho, Vinh Long,
Can Tho) has now reached three harvests, and 15 tons per year. In these areas, high-yield varicties are
already in general use, the soil is enriched with large quantities of chemica! fertiliser, and advanced
technology for use in intensive agriculture is deployed throughout. It is fair to assume that increasing
production would be technically extremely difficult in this superior farming area.

The total area given over to planted rice paddies throughout Viel Nam is 6.43 million hectares (1992).
This gives a yicld of just over 3 tons per hectare. Almost 30% of the low-quality rice paddies are regarded as
being incapable of managing two harvests per year. Both the north and the south have large tracts of
marshlands. Year after yeat of flood damage has pul rice production on extremely shaky ground. It is

“important to stabilize and increase the yield of these cureently deteriorated rice paddies by introducing such
basic sesvices as modernized drainage systems. This will increase the ratio of paddies that ¢an yield two or
three harvests per year. Promoting the drying out of rice paddies also allows for their more diversified usage.
Taken as a whole, this is more imporiant than the facile notion of increasing production via the vse of ‘
hybrids and othér breeds. Improvements in infrastructure for ficlds have already reached a Yimit in lerms of
‘the scale manageable by traditional or individual means, or by cooperative socicties. For the sake of national
food security, powerful national investment in the improvement of infrastruciure for rice paddm is desirable,
by such measures as perfeumg farge-scale drainage facilities.

Even if proper improvements in infrastructure made it possible to achieve a hf tin yield of 5 million tons
however, the producer’s price in Viet Nam at present is 2,000 Dong per kilogram of paddy. Seen from the
perspective of international market conditions, it is doubtful if the domestic price in Viel Nam--—directed as
the nation is towards export of paddy- -will show any huge fluctuations in the coming five years. For
argunients’ sake, even if an increased yield of 5 million tons were feasible, the net proceeds per person over
a farming poputation of 56 million people would still only miean an increase of a mere $20. In short, even if
the rice yield growth plan is essentiat for guaraniceing national food secucity and providing a means for
acquiring forc:gn cureency, it still holds little meaning in terms of improving the incomes of the farming
populauon or turmng the rural economy into a market-oriented system.

2. Industrial crops

Agriculture in Viet Nam is, and always has been, primarily rice- based. Both regionally and historical by,
rubber and coffee plantations constitute an exceptional resuli of the injection of French capital during the
1920s. With the exclusion of a few places such as the New Delta, where fields and rice paddies can be
diverted to grow different crops, much of the rice belt has little to do with industrial cropping. The industrial
- crop five-year plan has esnbl;shed priority areas that are outside 1he so-called delta areas and outside the
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framework of the doi moti econbmy, such as the Central Coast, Central Highlands, southeast Viet Nam,
Nosthern Mountains, and the 4th and Sth districts. These areas are not, by theit naturg, suitable for rice
paddies, but they do have a teadition of havirig producéd industrial crops since before the war. Coffee: The
main focus is, appropriately, en coffee, a crop that appeated on world markets relatively early and
maintains a strong position. As long as quality control remains scrupulous in Viet Nam, coffee has the
potential for growth. Coflee development in the Notth Mountains will probably be rather difficult, though,
because of the problem posed by loo coot a climate. Rubber: The challenge with rubber is deciding what
type of financial measures to take in ocder to cope with price fluctuations on the international markel. Tea:
The domestic market is saturated because the north dela villages can support themselves. Internationally,
compelition with Chinese tea poses a problem. Fruit: Currently, compared to countries like Thailand,
product quality means that cannot possibly hope to eriter overseas markets.

Regardless of government investment enthusiasm, there has been no close investigation of lmernauonal
markets. With the exception of coffee, the “simple” reinstatement of the fong-established plantation-type
agricullural system needs to be approached carefully, both with a view 10 profitability and based on a
thorough investigation of world markels.

The greatest problem for areas that give priority to commercial crops is thal as far as the delta fanning
population {which comprises over 60% of the nation’s entire farming comniunity) is concerned, they are
geographically removed from the priority areas. This means that rather than making an impact on
agricultural issues overall, giving priority to commercial crops only secves to advance a few paits of Lhe
couniry,

Jute and lotus can be grown in the less marshy lands of the nosthern delta. The prices for these raw
‘materials are too low, which therefore makes it important to coniribute added value by processing them
¢lose to where they are produced. The areas around the big cities in the north provide rows of natural
levees. In the south, fruil and vegetable production is thriving along a line from Ho Chi Minh City, My
Tho, Vinh Long and Can Tho. In future, the region will probably develop to a large extent, along with
urban demand, but because of ltogistical problems (transpoit, distribution and location), a large percentage
of rice-growing farms -— both north and south-— are distancing themselves from commercial crops. The -
' promouon ‘of commercial ¢rops within rural comniunities makes infeastruciural systems like dls[rlbulmn
‘ and transport essential.

: 3 Promotmg Iwestock-husbandry
' As a result of the various regulations in place regardmg lwesiock producuon Yiel Nam is not yet in a
| position to'enter the world market. Vietnamese meat consutuplion is currently running at a very low tevel,
For example, Viet Nam has around 12.2 million pigs; this means pig consumption runs at about 1 per'6
" people per half year. As incomes in the urban sector improve, meat consumption can be expected to soar.
~ Problems include the issue of fodder for domestic livestock. Most of the farms in north Viet Nam have pig-
raising as their only source of cash income, For the time being anyway, they are self-supporting in terms of
- fodder for their pigs; they feed them rice bran, lefl-over rice, and aquatic plants from the marshlands.
However, the problem of calories has already reached a limit, in that increasing the pig popmallon will
mean the need 16 bring in fodder such as maize from elsewhere. If this happens, further business expansion
is likely to pose problems, because of meat prices. From the point of view of fodder, the catlle-raising
“industry has atready reached its limits; business expansion for the ordinary farming household will be more
difticult than ever. Financial probleims and the problem of finding a market will have to be resolved.

4. Fishing and forestry

Discussion of the problems inherent in these industries is excluded from this paper. Both fishing and
forestry are making progress in finding solutions to financial and technological problems.
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6. Mechanizalion of agriculiure

In Viet Nam, modernization of agriculture means the same as mechanization of agriculture. The pla is
that urban industry is expected to provide agricuitural mac hm_er} for the rural community. Judging by the
currei state of affairs, however, individual rice-growing farms could not possibly think of purchasing
machinery. With an average of about 0.1 to 2 hectares of farmband per farming houschold in the norih in
particular, and with rice prices running at less than Y20 per kilo. the cost prohitbits mechanization,
Sluggishness in international prices for paddy is making it harder still for former NAIC-like farming
communities to find ways of acquiring cash. Additionally, the self- sufficient nature of Vietnamese
agriculture is hindering any move towards a market economy by agricultural commuinitics. The means for
raising cash is limited to employment in cities caled thoatly. But in' most cities, there are few employmcnt
opportunities other than construction work. Moreover, the usban housing shortage prevems the gravitation of
laborers who are secking work away from home. In that respect, the urban labor force is therefore fimited o
people who live in and around cities and towns.

Ii.Proposal

'The foltowing recommendations are hercby put forward as a way of solving the above-mentioned
problems:

1. 'Resolving lhe problem of overpopulation in the rural sector. Advancement of regional industry

The biggest reason that the idea of superior productive capacity holds no great meaning as far as farm
management is concerned is that close on 80% of the population resides in farming villages. As a resull, the
sizé of each operation is shrinking out of ail proportion. There is an urgent nced (o remove the excess
" population from the rural communities to allow the scale of farming operations to expaind. '

Comipared to the roughly 4 million hectares of délta rice paddy land available, 30 million farmers are far
too many. The greatest reason for this overpopulation is the inability of cities to handle large conpcentrations
of population, The movement of population from rural communities to urban areas is hardly evident, despite
10 years of the doi moi economic process. The most fundamental problem with industey in Viet Nam is the
abnormial concentration of investment into modern industry in and around Ho Chi Minh City, Hanoi,
Haiphong and Da Nang. ‘Because of their location and inferior infrastructure, Vimnnms; cilies remain
terribly bac kward in terms of paticipation in the modecn industrial sector. Basic investment in such areas as
mfmslmctureuespecnlly improvement of water supply and sewcrage, and the power supply grid—is
essential for the advancement of provincial towns, as is the establishment of a national railway network |
joining major cities and provincial towns. Al the same time, a uniform political approach towards
preferential tax measures and so on is also required in order to promote investment interest in non-urban
areas.

2. mproving larm management: The rural handicraft industry

Revitalization ol’ the rural handiceafl industry is desirable. In some of the villages in the provinces of
Hanoi and ¢nvirons, Ha Bac, Son Tay, Ha l)ong ete., the rural handicraft indusicy (producmg articles made
of matting, thatch, and plastic; also, articles fashioned from the bones of domestic livestock) is showing
signs of repdissance, with Hanoi as its main market. There is no outlook for export, however, added to which
the cramped domestic market offers little hopé of development. As was evident'in the case of the slate-run
spinning mifls of Nam Dinh prior to Doi Moi, a ¢oordinated subcontracting relationship typically existed
between vitlages and madern factorics. Currently, though, for reasons of commercial profit, this relationship
has ceased toexist anywheie in Viet Nam. It is imperative to develop agricultural industries that have labor-
intensive scetors with real prospects for export, such as weaving and sewing. As'is the case with su¢cessful
village-based businesses in paris of south China, the agriculiural community needs to be mcorpomed ifi the
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urban industey and manufacturing network. In the pericd just prior to Doi Mol, in a tiok-up with he former
East Germany, there was the example of the growing production of hand-woven rug< in many of the Red
River Delta villages.

The main problem Tor the farming sector (excluding areas surrounding Hanoi) is the definite shortage
of the following: (i) access to cities (i.¢., lack of a proper road system and lack of hardware like trucks and
other forms of transport); (i) distribution systems including wholesalers, brokers, etc.; (iii} the introduction
of sufticient market information and technology to allow entrepreneurial farmers to participate; and, more
than anything else: {iv) initial financing.

Regarding (i) distribution hardware, there is a need for biacktop roads to be built from nural nllagcs o

national highways to allow aceess by bicycle, motor bike and four-wheeled vehicles, Every effort should be
inade to have the construction work carried out by unemployed members of the fasming community, as
well as having workers’ wages banked through the involvement of such mobilization groups as cooperam e
societies. :
Regarding (i) and (iii) distcibution software, there is a need for surveys that will provide a firmer
understanding of the actual state of affairs within the rural handicraft industry. ‘The information froni such
survey prajects needs o be made available to entrepreneurs in provisicial towns. Non-profit consultancies,
or agencies, also need 1o be established to give advice and guidance on suitable ways of intreducing capital.
In this respect, the skills for gathering information possessed by academic staff, consuliants and trading
companies from Japan could help immensely.

Information regarding (iv) initial financing, is supplied below.

3. Financing the agricultural community

(1) Current situation regarding finance for the agricultural community :

If radial road access from villages to local towns becomes a reality, it is ant:clpﬂled that
industrialization within rural commiunities and diversification of various agncu!lural producis will make
rapid progress. This point is further borne oul by the fact that in the Mekong Delta, where the road system
is relatively good, the growing of fruit destined for the market of Ho Chi Minh City is an industcy (hat is
expanding along the national highway, The problem is the raising of agricultural capital (o meet the
expeise of the distribution hardware required. Finances within the agricultural conimuaity have grown
‘quite markedly since 1993, Take for example, thé use of funds in 1994 by the 1,784 farming households in
the villages on (he New Delta near Ho Chi Minh City in the south. Firstly, loans from the Bank for Industry
and Commerce (Ngan Hang Cong Thuong) and the’ Agricultural Bank (Ngan Hang Nong Nghlep)
increased capidly, to the point that 250 of the 1,784 households had borrowed a total of 700 million Dang
from the former, while 370 households had borrowed 1,400 million Dong from the latter. Approximately
30% rein in debt. The total amount has reached US$$210,000, which only equates to about $300-$400
per loan. The loan period is four months if the money is to be used for growing rice, and six months if it is
for buying pigs for breeding. The monthly interest rate reaches 2. 8% to 3%. The money cannal be used to
finance anything but business expenditure such as seed rice, fertilizer, pigs for breeding, and fodder -
meaning that it cannot be used as investment in infrastructure (such as tilling equipment, pumps, motor
bikes) to aid production development. Secondly, there are poverty relief funds. From 1994, a total of 25
million Dong has been given in the poverty relief fund Quy xoa doi giam ngheo, doan the to 63 houscholds.
Additionally, 67 million Dong was distributed to 67 households in the form of unemployment relief funds
Quy giat quyet viec fam. In total, US$9,300 was provided in finance. The monthly interest rate was 0.6%;
loan size per household was just less than a tiny $40 in the former case, and only about $100 in the latter,
Such loans were therefore nothing more than temporary reliel measures. Private funding involves

somewhat larger amounts; 250 households are using this type of funding, but the interést rates are running
al about 5% to 8%, and sometimes even 10%. It i is hard to regard this as investment aimed at production.
Despite the huge amount of funding since 1994, neither 1994 nor 1995 has seen any conspicuous changes
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in agricultural production. This is because the financial system (based on small, shori-terny, high-interest
loans) prevents farmers’ funds from being used towards investment in preduction. The main reasons are: §))
Farmers have no collateral to offer as securily against lacge, Tong-term, Jow-interest loans. The right to use
land can certainly be used as collateral since they were allocated in 1989. However, the current situation
means that there is not even a fixed registration systeim in place. One's house has littlle value as property, so
collaterat is mainly limited to farm produce. @ Even the problen of access restricts individual farniers from
being able to complete an application for a loan from the local bank.

(2) Establishment of agricaltural loan agencies

Judging by the twa points above, there is a néed Lo organize a credit supply system in local villages. In
the delta basin of north Viet Nam, it is possible for cooperative sociclies o perform such a function. The
poinf to note here is that the cooperative societies of the north are generally viewed as socialisl organizations
both inside and outside Viet Nam, but the social unifying power of the cooperative socicties of the north
telies on the unifying power of the traditional villages. The cooperative society setup therefore has to be
recognized as the most powerful social organization within a village. At present, the distribution of aclive
cooperative societies is no different to the distribution of districts having the former, traditional type of
village setup. As a consequence, village leaders tend to concentrate their numbers within cooperative
societies. At the same time, cooperative societies are also structured to monitor each other, given that they
are organizations consisting of members of the agricultural community. The northern cooperative socteties,
in particulas, have been opecaling over a period of 30 years ¢ and boast a powerfully organized membership of
as many as 10,000. In the norih, it would be logical to allow cooperative e societies to act as lail-ead credit
institutions.

In the south, it is often said that the traditional village system has disintegrated. In the first place,
however, such a viewpoint ignores tocal deviation. In the second plau it is nothing more than a-viewpoin
weighed against the northern village model that was turmed into doctrine during the era of Freach
colonization. It is wrong to regard this as a Model of a Loosely Struclured Society, for example.

The Mekong Delia in the south may be classified into three areas, bascd on its history of setilement and
development. The first area is the New Delta arca opened up from the 18th century until about lhe mid- 191h
century. The villages in this area are dispersed or strung out, but basically speaking. they constitute parl of a
village socicly based on a core group of farmers—as is the situation in horth Viet Nam. The second area lies
west of the line that joins Bac Lieu and Long Xuyen, opened up from the latter half of the 19th century to the
1930s. This is the s¢-called west Mekong Delta arca. This area lias de\elop‘.d the relationship between lhc
blg Jlandowner and the tenant farmer to an extréme. And because wllages are steung oul along the long,

nacrow edges of the watenways, there has been litile room for formation of a village socu{y an mdwxdual
self-reliant difestyle is the norm. The m'nr‘:hy areas of the hintenand like Dong Thap and other areas, where
settlement is even more advanced following liberation, still show no signs of forming village societies.

When all is said and done, the lengthy wars and the economic reforms that followed arc having a
disintegrafing effect on the fabric of lraditional society in the villages of the New Della as well. The
cooperative societics have all bul dissolved: worse still, they are seldom'being replaced with youth groups or
other necessary forms of social organization. [n the south, revival of the rural community needs to be
addeessed. Our survey poinis to a system involving the parly branch and ifs women's groups in villages
called hoi phu nu that use their credit to act as intermediaries between banks and borrowers. They introduce
around 2% of loans for rural communities. This type of loan mediation is often the sole, inain function of
such groups. It is therefore feasible to restructure local commumly groups, giving them the ability to act as
loan mediators. Existing social organizations could be vested with larger amounls of credit, and could
therefore act as loan guarantors (instead of there having to be some form of collateral inv olved).
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iv.Conclusion

Advancement of agriculture in Viet Nam requires the introduction of the foltowing measuses;

(1) The establishment of link roads between large citics and provincial towus;

{2) The formation of a radial road network between villages and local towas;

{3) 'The promotion of industry in provificial towns;

(4) The promotion of rural industries linked with industries in provincial towns;

{(5) The granting of credit to village organizations such as coopemti\}'c socicties, thereby establishing
within villages toan mediation agencies and guarantor agencies that would obviale the need for collateral.
Ultimately, this measure would give the farming population access 1o farge, long-term, low-interest loans.
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. 5
The Applicability to Viet Nam of East Asian-Style Peasant
Organizations and the Thai BAAC with a Focus on Peasant
Financial Organizations

Yolchi 1zumida
Utsunomiya University -

1. Introduction

This report exarnines the question of what type of peasant organizations, specifically peasant financial
organizations, are best suited to Viet Nam. '

It is common knowledge that the agricultural economic organizations-the cooperatives- that once existed
in Viet Nam have failed, forcing substantial changes upon peasant organizations. They have been eft no
choice but to reduce the number and significantly alter the funictions of those that have been able to continue
in existence. The cooperatives that have survived have reportedly transformed themselves into organizations
~ engaged in construction and maintenance of irrigation facilities, providing agricultural technelogy and
- production equipment, occasional agricultural work on censignment using the agricuttural machinery at (heir

disposal, tax collection and so forth. On the other hand, there are also reportts of new peasant organizations
being born amidst the process of scaling down the ranks of existing ones.” Thus, it would be fair to say that
V1elnamese peasant organizations are now in transition.

On a macroeconomic level, meanwhile, diversification of agriculture and enhancement of the
producuvn(y have been cited as essential components of economic development strategies. ‘The greatest
obstacle to agricultural development is said to be a lack of capital. It has been emphasized that there is not
sufficient capital in Victnamese agriculiure, nor adequate financial organization to cope with this problem

Leaving aside for a moment the question of capital, Vietnamese agricullure requires peasant
organizalions in some form or other for the marketing of agncultural products, joint purchasing of equipment

"and agricultural materials, water management, and road construction. In certain circumstances, peasant
organizations may be necessary from Lhe viewpoint of equity in rural society. Be that as it may, we should
not forget that although they may differ in function and form, peasant organizations have been formed in
almost all countries.”

The question of how peasants should be organized is a very difficult one. There are many local

1 Acourding to NCA {13}, Matsuda {14]. Takano [19] and Kosugi{22].

7)) China may also be said 10 be searching for the appropriate form for peasant erganisaions. Sce Tajima {18)]. p59 “Although basically thy
assune an indirevt or m!'.rmuhm forr, we thisk the adxitiary functions of groups, govemmwnt organizations, iad small village groups towands
individual businesses with be reinforced ™ With regard to research on agicelivral economivs in Ching: “From the perspective of e discipline of
new systeins analysis-which postulates substitste relationships befween orgaizations and rutkets on the assuniption of the incompleiencss of
the marketsswe find that the ceconslrection of village organuauom 1o funckion as inteemcdiary vrganizations that will support individuat
business has beoome a malter for serous consideration.” dbid, p. 37
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peculiarities that do not permit easy application of standardized theory. Each peasant organization should
be formed on its own ground, considéring the degree of village solidarity, value system of the people, and
the refationship to the government. Fundamentally, the people in a village need o approach the problem as
their own. It should also be realized that peasant organizations created solely through top-down initiatives
and thrust upon peasants do not perform well,

‘The peasant organizations we are refesring to here are organizations of people directly or indirectly
involved in agricultural production. However, the organizations in this paper are not necessarily run by
peasants themselves, Mention of peasant organizations brings to mind agricultural cooperalives, but
throughout the entire Southeast Asian region there have been few examples of successful agriculiural
cooperatives actually run by peasants themiselves even though they may be peasant-run in name only. In our
discussion of peasant organizations, we are not talking only about agricultural organizations formed by
peasants themselves, but also the organizations formed by service institutions. The latter ones are to help
service institutions, say, agricultural banks, operate smoothly. Joint liability groups (JL.Gs), whose members
collectively assume obligatiotis in order to be able to receive loans from agricultural banks are included in
the organizations.

In this paper, we will seek to clarify the picture for considering Viet Nam's peasant organizations on the
basis of the above-mentioned premises. In the next section, Part 2, we will present a theoretical summary of
the economic strengths of peasant organizations and the backgrounds from which these strengths desive. In
Part 111, we will look at the criteria for success of peasant ofganizations, specifically from a financial
perspective. Here we will offer two criteria: viability and contribution. In Part 1V, we will look at two
examples of peasant organizations in Asia that have achieved relative success: Japan's prewar Credit

- Associntions and the Bank for Agriculture and Agricuttural Cooperatiues (BAAC) in Thailand. Finally, in
Part V, we will offer some preliminary opinions concerning Viet Nam'’s peasant organizations based on the
preceding analysis,

" II. Economic strengths of peasant organizations

‘First, we will discuss some presumpnons concerning peasant organizations, drawing on research
conducted up to present time. Although this discussion is targely theoretical, it of course draws on lessons
e 'irned through experiences in Asia.

The first aspect of peasant organizations that sheuld be conﬁrmcd is the f"llll!fb of collecuve farming. -
Col!emve farming is a type of peasant organization in which agricultural production and manageinent are
carried out on a collective basis. That these organizations fall into a state of inefficiency is now almost self-
evident, jidging from the failure of people’s communes in China and Viel Nam’s cooperatives. It is also
quite clear that the basic reason for these failures in collective farming has been their inability to offer
incentives to the people involved in production and management.” Offering those who work well greater
reviards, and giving those who work less well only what they deserve, is a simple but powerful principle for
‘arousing a desire toward greater produumly This point is very imporiant in deciding what form peasqnt
organizations should take. Whether or not incentives are at work in économic activities is oné of the most
basic criteria for Judgmg the viability of an organization.

_ While the inviability of collective farming is virtually self-evident, that does not by any means signify,
- of course, that peasant organizations are always doomed to failure. Yujiro Hayami (6] argues that while it is
natural that collective farming should fail, peasant organizations engaged in marketing, finance, and gomt

3 Watanabe {22).
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purchasing can still play extremely impostant roles in developing econonties. This is so because developing
countries lack a market infrastructure or sufficient information due to their highly segmiented markets.
Peasant organizalions must therefore be created o help develop a country’s markets and help overcome the
lack of adequate information, Moreovers, peasant organizatians must be formed in such a way that they
heighten market competition. Government policies towards cooperatives should not be protectionist and
paternal, and cooperalives should not be given monopolics. The gavernment's commitment should be
fimited to technical guidance and initial subsidies for (he establishment of such associations. And above all
clse, Jocal initiative is the key to the success of these associations. Although further detailed theoretical and
experimental verification is required, Hayami's theory contains several points which merit our attention.

if we were to characterize the economic strengths of peasant organizations, making reference to
Hayami's theory and taking into consideration recent findings in information economics, we could say that
their econoinic strengths lie in their 'ib]lli) (o share transaction costs and reduce risks through mrtnerchxp

What makes this reduction in transaction costs and risks powhlt is the menitoring méchanisin among
the parties involved. Hayami describes the siluation as one in which, “In the wlhge community everyone is
watching everyone.”™ This mechanism significantly reduces the expeases related to gathering information
required in financial transactions. We could perhaps borrow thie expression “‘peer monitosing system” from
information economics to describe this situation.” For a peer monitoring system to function, a sense of
communily is required within a group. That is to say, such a system demands that when one member violates
a group’s nule, the group suflers serious injury and that this has more than a slightly harmiul impact on all of
the group’s members. That is where the monitoring incentive comes into play. Whether or ntot the strengths
of a peasant organization are manifested depeads upen whether the incentives for communal monitoring are
at work or not, Thus, monitoring of moral hazard by a group is premised on group awareness of the damage
done to the group by moral hazard.
' This explains why the initiativé for forming peasant organizations must come from below. The
performance of peasant organizations receiving supervision from above has not, in general, been very
impressive. This is not to say that the performance of peasant organizations organized from above is always
poor, as is evidenced by examples from South Korea and elsewhere. Rather, ‘performance seems to depend
‘upon how peasmis peiceive and understand their organization “from above.” If they interprel the
establishment of agricullural cooperatives as an attempt by the government to (ry o win polmcal popularity,
then they are likely to feel that those “above” are different from “us peasants. " n such cases a peer
monitoring system is not likely to function effectively. If agncul(um! cooperatives become one-sided
urbamzmons developed solely through the injection of national funds, even if borrowed funds are nof
repaid, it is not Hkely to affect a village's sense of commiunity at all. At times, such nrgammuons van
actually fead to greater moral hazard.

1L Criteria for the financial success of peasanl organizations

In this section, we will look for special characteristics shared by peasant organizations-limiting aurselves
ta thase in Asia that have pm\c.d economically successful-and the background to their success based on the

$ Fhe toren “muitaal finance” is used 1o deseribe a characteristic of cocperative finance. Mutual fin e Fefers 10 3 process i which poople win
knoiv each other welt come together 5o that those who have ey can provide funds to those who da Aol Such an armnge el ofTers fporta
ceononise orrits, such as obviating intermediary costs, allowing e rebors to borrow fund at Tower Bntededt rates than they coald fromy oulsidy,
and enobling them to earn eore interest than they would iF the tnoney werd deposited with an datside organization. Tn addition, risks are reduced
10 a page nlsmmum because cveryone knows everyone 2150, and theee is Aa need 10 spend ooy Rathering information o investigate the
packeriund of a business parindr beforehand.
Sy EHlayam [6}. p. 106,
6 Sughv (17}
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theory described above. First, we must discuss the meaning of the success of a peasant organization. This
will always be a point of dispute when evaluating peasant of peasant financial organizations.

Generally speaking, the criteria for judging the success of a peasant organization differ depending on
the objectives of the evaluation. In certain cases, a group will be evaluated highly because it has managed
to continue functioning without any official assistance, while, in other ¢cases, one might be evaluated highly
because it has brought benefits to poor peasants, even if il has benefited from policy protection, For our
putposes, the specific criteria for judging the performance of peasant organizations, and cspeéially' theic
financial aclivities, must be demonstrated from the two standpoints described below.” First; there is the

standpoint of the viability or susmnablhty of an orgamzalmn Criterta with respect to financial activities

would include viability in raising funds for loans {namely, the ability to secure or mobilize depoqts),
sustainability of operations (a high loan recovery rate and the selting of appropriate interest rates), and
viability vis-a-vis the government (no government assistance).

Second, there is the standpoint of an organization®s contributions, The way in which conmbutlons are
made will depend on their objectives. Generally speaking, organizations are evaluated on the degree to
which their contributions help achicve policy objectives. For example, if the policy objective is to boost
agricultural production, evaluation will revolve around gauging the extent to which growth in agricultural
loanis has contributed to growth in agricuttural production. I the objective is to alleviate poverty among
peasants, then the issue is the level of credit outreach altained by agricultural credit programmees.

It must be noted that satisfying only one of the two criteria mentioned here is insufficient. Even if an
organization makes a large contribution, if the loan recovery rate is ¢xtremely poor, the organization cannot
be considered a success. Conversely, if viability becomes the sole goal, then the extent of an organization'’s
contribution -especially the degree to which it reaches poor peasanis- is Jikely to be neglected. There is a
danger that in an extreme situation the complete absence of intecvention by the government might be
considered ideal.

The criteria for evaluations mlurally differ depending on the goals involved, and that clanﬁmtlon of
policy goals is important in determining the form that an agricultural organization should take. Of course; it .
may be possible to evaluate a peasant organization solely in terms of the degree to which it attains its policy
goals (such as attaining self-sulficiency in food). However, such an evaluation will not be effective if the
question of wslalnablhty is completely lgnored On the other hand, unphasmng viability alone should not
be considered appropriate either. : :

Peasant orgasizations in East Asia typically .lapan s agricultural coopemnus and Thailand’s BAAC,
discussed below, have not achieved complete viability, They both received governmient assistance to cover
their start-up costs, as well as sitbsequent assistance 1o cover their running costs. Nevertheless, theirs loan
recovery ratio has not been at all bad, and these organizations have enjoyed some degree of success in
ternis of savings mobilization. Consequently, they have been able to sustain their operations without
subsequent increases in government aid. Sustaining operations based on government support might be

termed viabilitj' in a weak sense. Such sustainability is dependent on the continuous réceipt of government
aid, although it does not require gradual increases in the amount of that aid. In contrast, viability in the
strong sense means that operations are sustained wi_!houi any financial aid from the government
whatsoever, Private financial institutions that sustain themselves in the inarket as business enterprises ase a
classic example of viability in the stro'ng' sense. _ \

If we limit our discussion of the performance of peasant organizations in Asia solely to financial
organizations, we can differentiate two patterns. The first is one of ‘organizations that have not even

7y Egaitsa 4 and umidda/Yerugi (18]
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achieved viability in the weak sense. The second includes organizations that, while not totally self-reliant
(i.e., partially dependent on government assistance, etc.), are performing well in terms of the deposits they
atteact and their loan recovery rate, and are making a certain contribution through the attaioment of set policy
goals {e.g., making loans to comparatively small-scale farmers, promoling agricultural production, ete.). The
first pattern is one of failure and the second one of success. The failures include “Thai agricultural
cooperatives and farmers® associations, and rural banks in the Philippines. The successes include agricuttural

cooperatives in Fast Asia and the BAAC in Thailand. It should be noted, however, that the types of
agricullural cooperatives which exist in East Asia have generalty failed in Southeast Asia,

IV. Japan’s credit associations and Thaiiand’s BAAC

1. Japanese Prewar Credil Assoclations

A classic example of East Asian-style peasant organizations are the Credit Associations {Shinyo Kumiai
in Japanese) that existed in Japan priot to World War 11" When we discuss peasant organizations in Asia,
comparisons with agriculural cooperatives in present-day Japan are not appropriate because the differences
areé too greal. It is more appropriate to make comparisons with Credit Associations in prewar Japan, given
that Viet Nam has reached a stage of economic development comparable to that in prewar Japan.

Around 1900, when prewar Credil Associations, the for¢runners of today's agricultural cooperatives
- became systematized in Japan, the agricultural financial market exhibited a dual structire commeonty seen in
developing countries. Namely, formal and informal means of finance existed side by side.

According to a 1912 Ministfy of Finance survey, 70% of farmers’ debt was incurred through inforinal
nnancial channels, which exhibited a startling diversity in form. This informal finance was best suited to
small, unsecured Joans. In this respect, informal finance played an exteemely impostant role prior to the
formalion of formal financial erganizations.

In agticultural finance at that time, formal financial msmutlons accounted for only about 30% of all
loans. Most of these institutions were special financial organizations established by the government for
policy reasons. The Kangyo Bank, for ¢xample, established in 1897, was a private bank which was
nevertheless protected and regulated by the government. From 1888 to 1900, Agriculivral and Industrial
Banks were established in every prefecture with the exception of Hokkatdo, where the Hokkaido Takushoku
Bank was set up in 1900. In the same year, Credit Associations (the forerunners of today's nol\}o, or
agricultural cooperatives) were established. '

With regard o the historical background of special financial institutions other than Credn Assocnauons
proposals for the establishment of institutions for the provision of long-term funds to stimulate economic
development had been made as far back as 1881. However, because of anticipated difficulties in raising -
funds through the issuance of bonds, because of a lack of private savings, (heir establishment was put on
hold. Evenlually, part of the reparations paid to Japan after its victory in the Sino-Japanese War was used (o
finance the establishment of these special financiat institutions.

The Japanese gmernmenl s main role was prowdmg the funds initially required to establish these
organizations, by giving financial aid for the payment of the Kangyo Bank's dividends, and by providing
incentives for the issuance of bonds with premiums, subsidiés for Agnculluml and Indusirial Banks,
government expenditures for the Hokkaido Takushoku Bank, and so on. The role of these special banks was
fo issue bonds to raise funds with which they could make long -termn, low-intecest land-collateratized loans
for the developnient of agriculture and industry or colonization activities. Poor peasants and tenant farmers,
however, were not able to borrow these funds; the loans were made mostly to landlords. Moreover, landlords

8y This refers to the East Asian- :)pc seen in fapan, South Korez and Taman In these thrae countries we find common characteristics: the
development of agriculiyrat finance centored oA agricelurat associations, rathet mlld‘.ulop‘d markets, atxd the involvement of the governnwnt
10 4 codain cxlent. So¢ Eaitén and Tremida [5). .
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used these borrowed funds 1ot only for their own busmesses but also to extend loans to tenant farmers.
This was named as de facto intermediate finance,

The Credit Associations can be considered representative of financial institutions for peasants in pmmr
Japan. Withoul going into extensive detail, we should meation the following imporntant background
elements behind the founding of the Credit Associations. First is the cooperative, autonomous nature of
Japanese rural communities that was the cornerstone for the Credit Associations. In these communities a
peer monitoring system was at work, A second clement was the alienation of small tenant farmers froi
public financial instiutions, despite the need for some form of finatcial system; especially for shorl-term
finance. Third, many muival self-help organizations for peasants existed pricr to the establishment of the .
Credit Associations. For example, there were organizations for the exchange of technical information, the
Hotoku-sha movement reflecting the spirit of hard work and other moral principles erbodied in the figure
of Ninomiya Sontcku, and arrangements for mutual finance, such as Koh and Mujin. All of this 20es {0
show that the establishiment of Credit Associations was not a one-sided process from above.

‘As for the government’s involvement in the Credit Associations, we should note that extended
discussions on the issue began in the Diet in 1891, reflecting a long period of preparation. Initially,
government policies toward the Credit Associations were not particularly protective, In fact, the only
special privilege they received from the government was excuiption from income and business taxes. There
were no special regulations on interest rates, and the Credit Associations were left to compete in a very
competitive markel environment.

The Credit Associations grew rapidly in number, as did their meinbership. The fact that the ratio of
loans to deposits fell below '1:1 in 1917 is evidence of the sueeess that these organizations had i
inobilizing deposits. At the same time, however, many Credit Associations were disbanded.

To sum up, the development of Credit Associations in prewar Japan was less a product of top-down
government action than a response to demands from below which fil well with government policies. The
government provided funds and the legal system required for the establishment of the agricullural
financialsysten:, but overall the system was characterized by a great deal of free compeli!io'n The
government only began a full scale reinforcement of its rules and extended protection to the agricultural
financial market as a result ‘of ¢riticat impoverishment in v:llages following the Showa Depressian in
1930s. As for finance, there were no special fow-interest loans for peasants. Still, these institutions were
:successfui in collecting deposits, and their loan recovery ratio was not bad. There was criticism, however, -
_ thal the loaas did not reach poor farmers, and they were unable to completely drive informal financial

: iﬁ;li[ulions out of the mdrkey

2.  The Thai BAAC® _

Thailand’s agricultural financial market also exhibits a dual siricture. Although the ratio of formal
finance has beea rising in recent years, it is reported that at the starl of the 1980s the formal sector
accounted for only some 40% of finance in this sector. The Bank for Agricuiture and Agricultural
Cooperatives (BAAC) is at the center of the country’s rnral financial system. As its name suggests, the
BAAC provides loans not only to agricultural cooperatives and farnier associalions (wholesale financing)
~ but also to farmer clients (retail financing) directly. The BAAC was established in 1966 and is under the -
supervision of the Bank of Thailand. The amount of loans increased after the adoption in 1975 of a fund
recfyéling policy under which contmercial banks have to lend a given ratio of deposiis from rural regions
back to rural sector, and when that is impossible, deposit the remainder with the BAAC. It is worth noting
that around 75% of these loans are for short-term funds needed betw cen July and September. The BAAC's
fund sources are: 35% from deposits at commercial banks under the fund recycling policy, 17% from

9 With legard do this section, see Anwnar et al | {2). and Lzumida |9}
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abroad, and 17% from public deposits.

From a look at the BAAC’s perfarmance it is clear that the bank has-done better than Thai agriculiural
cooperatives and other such groups, Yor example, the ratio of loans ta deposits at agricultural cooperatives in
1985 was 13.5 (foans were roughly 13 times the level of deposits), while the loan recovery ratio in 1984 was
2 mere 42.9%. In contrast, the BAAC's Toan to deposit ratio was 1.2 in 1985, While the overdue loan ratio in
1987 was in the 20 to 29% range. Around 80% of these overdue debls are considered ultimately recoverable.
And the loan recovery ratio on shost-term funds for farming was 97%. Incidentally, these short-term
agricultural funds are referred to as group lending, or loans in which a group jointly assunes debt burden.

The BAAC's group lending represents a system under which the bank provides short-term funds to
£roups of 8 to 15 peasants which assume joirit debt liability. If a group doés not repay its lean, it will not be
able to receive loans the next time. Out of fear of this penalty, these groups are not eager to include highly
fisky individuals in their ranks. For its parl, the BAAC has not adopted policies that would favor growth in
the size of these groups. :

Agricultural finance in Thailand is to a large extent privately handled, and it has not become a closed
seclor as exists in present-day Japan. Merchants and cormmeicial banks make comparatively lorge
collateralized toans in cases where land ownership is clearly established (around 50% of all cases). On the
other hand, however, there appear t0 be maity poor peasants who do aot have fccess to formal finance, The
BRAAC's activities are direcied at middle-scate farmers. For this reason, it has come under criticism for no
making funds available to poor peasasnts. '

Regardless of whether or not ‘Thai rurat society is what J. Embiee refers 1o as a “loosely structured
society,” we can probably characterize it as a relatively open form of socicty, or at least as one not having as
strong a sensé of community as we sce in Japan. In such social conditions, it is 1o doubt quite dificult for
peasants to develop self-governing communal organizations rooted in volualary and comimunal sentiments.
Thai agriculiura) cooperatives give the impression of having been ¢reated from above through bureaucratic
inttiative {Akin [13).

One characteristic of the BAAC as an organization is its relatively unbureancratic nature, heing directly
under the jurisdiction of the central bank, it is clearly demarcated from other bureaucratic organizations. We
might say that, in a good sense, it carries on in the liberal tradition of Thai policies.™ It is also important to
wote that it eschews as much as possible political intefvention, and emphasizes elements of economic
rationalism. The BAAC places great emphasis on the character and teaining of its personinel, and it is very
inferesting that it has appointed key local persons {testaurant managars, ele.} 1o its lower echelon of decision-
‘making bodies. 1t is noteworthy that in its financial operations 1t emphasizes the mobilization of savings -
‘through such measures as the issuing of passbooks and establishient of mobile banks. In contrast; Thai
agricultural cooperatives have shown litite interest in acquiring deposits.

Before proceeding further, we must address one concern that readers may have. Although it is clear that
the BAAC is a successiul financial institution according to the criteria we outlined abave, it is not really a
peasant organization, Thus, discussing the BAAC in the context of a discussion of peasant organizations may
seem to be somewhat of a digressi_on". ‘The e¢xplanation for this apparent digression is that we are more
interested in the peasaat groups organized under the BAAC than the BAAC itself, _ '

As we pointed out carlier, the BAAC refers to farmers who can use its services as “client farmers.” As
this expression indicates, the BAAC provides services to peasants. Joint tability groups (J1.Gs) made up of
farmers are not groups in which peasants operate certain business activities by themselves, It is always the
BAAC that Is responsible for managing the business. A basic principle for cooperatives, however, is that the
members themselves should run the organization. It is therefore clear that JLGs are totally differeat from
agriculteral cooperatives. Nevertheless, 1L.Gs are economicatly meaningtul as a difterent kind of farnters’

105 Sce Hara |7} for the tradition of iberal ccononiic policies in Thatkuid and the founder of BAAC. Dr. Pucy.
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organization. Applying the argumient used in the pigvious section, J1.Gs organized by the BAAC deal with
problems arising from insufficient information for financial activitics, coping with the sisks thiat arise from
such insufficiencies. If the BAAC were to make small, short-term loans, it would incur excessive costs
coltecting information needed to ascertain loan security. The screening process for finding creditworthy
farmers involves a great deal of time and effort. In some cases, the bank would no doubt eid up collecting
nothing bt false information. Fhe BAAC, howeves, (ransfers the costs of collecting information and
assuming risk onto the farmers themselves. The farmers of a given region are in the best position to know
which members of their community are reliable. Also, the farmers in a group are best equipped to decide
how responsibitity should be laken when a farmer defaults on a loan.

Although East Asian-style peasant organizations are faced with the same problem of coping with
inadequate information, these organizations are more regionally inclusive. ‘That is to say, these peasant
organizations have high participation rates of peasants and thece is a strong flavor of egalitarianism to them,
evidenced in their not allowing dropouts, For Ji.Gs organized by the BAAC, however, it is imporiant only
that the parlicipation ratio is maintained at a moderately aceeptable level. Farmers who lack gconemic
strength and reliability are not allowed into JLGs. By following this rules, the BAAC has heightened its
loan recovery ratio. In recent years, the BAAC has begun organizing ils client farmers in the marketing
field, although management responsibility in all cases remains with the Bank. These peasant organizations
are based on a dilferent principle than that upon which agricultural associations are based (Yamao's “quasi-
cooperatives” [21]). They aree perhaps mote ihoroughly devoted to economic rationalily than organizations
readily susceplible to political interference,

One difference between cooperatives and peasant service institutions is that the former are b’ISBd on
investinents by peasamts themselves, while the latler are not. A natural result of this is that when a surplus
ariscs, in the case of a cooperalivé it is returned io the investors -the members of the cooperative- while in

- the case of a service institution this does not happen.

V. Appticability to Viet Nam

in this section we will attempt to identify the ideal form for peasant financial orgariizations in Viet Nam
based on (he above analysis. First, we will address the question of financial requirements. This involves
consideration of universal requirements as demanded by economic principles. In this p‘m'ce'ss it is worlh
consulting the citeria for judging the success of peasant financial organizations as explained in Patt 3. The
success of peasant financial organizations in Asia is altributable to their viability, albeit in the weak Sense.
Viability is required if an enteiprise is to be sustained. In order to foster the growth of peasant financial
organizations in Viet Nam, the problems of achieving viability, even in the weak sense, and sustainability
- must always be resolved.
~ The three financial requirements are: (1) that deposited funds account for a large share of loan funds,
(2) that a satisfactory recovery ratio be maintained, and {3) that the level of ordinary assistance from the
-~ government be relatively ow. In order to achieve these goals, all-out efforts must be made to mobilize
- deposits and offer deposit acceplance sérvices or to take similar steps that afe not aimed solely at making
. loans, and there niust always be an awaresess of the link between deposits and loans. Some may argue that
Viclnamese peasants are {00 poor 1o save. Nevertheless, the presénce of farge amounts of {unds in the form
of gold and U.S, dolars (JICA [13]) suggests (hat there are latent assets financial institutions conld absorb
it the form of deposits. It is true, however, that the deposits of the country’s financial institutions are still
weak in terms of creditworthiness and economic allré;:iiveness.”‘

11} Even poor peasants in Bangladesh-ahich is said (o be the poosest countiy in (he workd¢an be 8 inajor source of savings . Saviags are nof
necessanly a funclion of income. Sce Fujita 3.



With regard to interest rates on loans, it is impostant (o set rates high cnough to cover costs and not be
overly concerned with keeping rates low. An absolute prerequisite is that real interest tates are positive, at
the very least, after inflation is taken into account. Achieving this would make it possible to set interest rates
on deposits high enough to make them attractive. In any event, the most importaint factor in fostering
financial markets is contcolling inflation. In addition, procedures must be streamlined to make it casier for
peasants to receive credit and deposit acceptance services. In this respect, Viet Nam needs to promaote the
training of bank persorinel and the establishment of local bank offices, together with measures such as
creating bank passbooks and mobile banks. Above all else, a consciousness ameng those invelved that they
are cultivating the country’s financial system is required.

Fostering the growlh of peasant financial org.mlzahons will inevitably become intertwinied with such
macroeconomic. goals as agricultural modernization, diversification, and productivity enhancement.
Government agencies will naturally be frivolved, and they will have to provide a certain amount of aid for
leading as well as for management. Considering the conditions in Viet Nam’s agricultural sector, it is clear
that policies will inevitably be needed to guide the distribution of funds. Policy goals will need to be set dnd
consideration given (0 how agricultural finance can contribute to their achicvement. Criteria for the level of
contribution to sociely cannot be ignoced either,

However, finance has ils own principles, and policy goals cannot be achieved mercly by letting loose a
flood of funds. There must not be any arbitrary political or bureaucratic interference in individual loan
determinations. Morcover, since finance involves both lending and barrowing, strict discretion should be
exercised to ensure that funds are not provided feom the perspective of advancing social policies. Funds
should be loaned to individuals with the ability to repay them.

Onc problem is that the ideal financial requirement described abové cannot be achieved overight.
Nearly all developing countries have encountered difficultics in sustaining financing while, at the same time,
¢irculating funds smoothly. As pointed out in Past I, the problems of high transaction costs aand risks cannot
be salved withowt using appropriate peasant organizations.
~That brings us (o the problem of what form these peasant organizations should take. As qu pointed mn
in the previous section, among the comparatively successful peasant organizalions in Asia are East Asian-:
style cooperatives, typicatly Japanese Credit Associations and the BAAC in Thailand. The former are
peasant organizations that were outgrowths of regional commumhly and a iradnmn of village autonomy, so

naturally the farmers themselves are Lhe chief decision-makers. The lalter is a service organization for
agricultural finance, with its base in a relatively. open and compenuv e local environment. from the
standpoint of finance, a low degree of farmer’s participation is the condition under whlch the BAAC cai
function so well.

These two models may be prove lo be unpor!’mt reference pomls in the consideration of what lypr.‘ of
peasant organization is most appropriate for Viet Nam. However, that docs not mean that one or the other
must be chosen. Both types may coexist depending on local socioeconomic condnmns However, one thing
is cermm Vict Nam will probably not develop a style very different from cither of these two models.

Viet Nam is rich in local diversity. There are great differences between the northern and southern parts of
the country in terms of topographical conditions, levels of economic aclivity, stylé of communality in
villages, and people’s ways of thinking. According (o 1988 data, nearly 1005 of all peasants in the north
were organized into cooperatives, while in the Mekong Delta region m the south only 7% were.'” Yonosuke
Hara has pointed out, with northern Viet Nam in mind: “Viet Nam's political colture is surprisingly close to
that of South Korea.” [7] However, he adds: “Southern Viet Nam, centered on the Mekong Delta, is an

‘open-space’ society similar to Thailand, where it is highly likely that it will be hard 10 iinpose a strong
bureaucratic administration such as that seen in the nogth™™" If Hara’s observations in these iwo excerpls are

12 IMEYL
13 Both ekceiphs are frém Hara [ 1. pp. 400401,
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correct, it may be that East Asian-style peasant organmnons are the most appropriate mode!s for nor:hem
Viet Nam, and Thai BAAC-style peasant organizattons for southern Viel Nam.

As explained ¢arlier, on¢ characteristic of the BAAC’s work s that it has 1lnays nm'olved prowdmg
financial services to both agricultural cooperatives and farmers. There seems to bé no principle that would
prevernt peasant organizations from differing among regions. Even il the north were to be organized
according to the agricultural cooperative-model and the south according to the JL.Gs-model, the BAAC
would, in principle, be able to accommodate them both. Such a situalion, however, would require some
type of organizational adjustment.

There are still many issucs that must be considered before a definitive answer can be given to the
question of what form peasant organizaiions should take in Viet Nam. An experimental operationi like the
one discussed by Rabo [15) would probably be required to judge the feasibility of a BAAC-style
organization. Consideration must be given at the present junciure to the largely negative images associated
witli cooperative organizations-images associated with land redistribution and debt problems.™ In addition,
a close look must be taken at self-initiated peasant organizalions that have sprung up around the coulry.
Vietnamese peasants themselves will be the ones who ultimately decide what form their peasant
organizations will take, Indeed, without this type of Boltom-up push by peasants themselves, it would be
difficult 1o develop effective peasant organizations. In any eveal, for the time being the Victnamese will
have to continue searching through a procéss of trinl and error,

14 Acvesding to Tran and Neuyea [ 20)
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