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1. Overview of food crops and rice production

Food crops, mcludmg paddy/rice, maize, sweet potato, cassava and potato, are of predominant
importance in Vietnamese agriculture. This sub-sector as a whole made up 47% of the total GDP of the
agriculture sector in 1995, (excluding forestry and fisheries) and provideds the stapte food to the people.

Among thie food crops, paddy/rice is of overwhelming importance. Indeed it is grown by neatly 80% of
farmers, supplies three fourlhs of the total catoric and 70% of the total protein in the people’s food. It also
brings over US$ 400 million of foreign exchange earnings a year to the counlry, as the second single largest
item of exports.

- In the period of 1990—|994 the output of rice has increased from 19.23 miltion tons (o 23.53 mﬂhon tons
by 24%, and estimated 24 million tons in 1995. This fepresents an increase st an annual rate of 4.5%. This
remarkable achievement is almost cntirely exp!amed by the increases in the sown area (1.8% p.a.) and the
yield per unit of land (2 6% p.a.). The rice land on the other hand has only marginally increased (0. 7% p.a.).
In short, it can be said that the producuon increase in 1hc pmod has been achieved by the intensification
(Table 1).

I1. Contributing factors to the Increased rice production

Increase in the sown areas of spring and autumn paddies has been a noticcable phenomienon while that of
winter (monsoon) paddy has decreased (Figures 1(b)). As shown in Figure i{c), the yield per unit of the
spring paddy crop has been the highiest, followed by the avtumn crop, while that of the winter crop has been
low and only modestly rose.

The increase in rice production through intensification is the combined and mwrgmted outcome of the
various contributing factors. Spring and autumn paddies require itrigation water, since their growing seasons
fall out of the rainy season. The investment in irrigation and drainage facilities in the 80’s and the carly 90’s
has contributed to the expansion of sown arca of these paddy crops. For these crops, an extensive
introduction of the high yiclding varieties was practiced which demanded higher applications of fertilizer
and intensive control against pests and diseases.

In providing the ground framework for the investmenl and technology adoption, institutional changes
initiated earlier by the Party Instruction No. 100 in 1981 and then the Resolution No. 10. in 1988 should be
- emphasized. Farmers were released from the collective production and brought into a market-oriented
economy. I—urlhermore the Land Law of 1993 defined the land use rights which encoumged fannera, to invest
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for increasing production in aspiration for improved income and living conditions. Morcover liberatization
of rural markets has made prices of agricultural products and inputs to be determined by market forces, thus
made farmers to produce and sell products in theic own decisions and responsibilities. Rural credit system
was re-establishedihrough which funds are flowed into individual farim households.

Investiment in irrigation and drainage works have been given in Table 2. The average yeacly amount in
the constant 1989 prices for the 1986-1990 was 163 billion Dong. It has steadily increased in real terms
from 191 billion Dong in 1991 te 313 bitlion Dong in 1995, In fact, the area under irrigation for spring
paddy expanded by more than 330,000 ha for 1989-1994, and the area under drainage mainky for winter
crop by 370,000 ha. _

High yielding varieties (HY V) has been grown in a greater acreage in paratiel to the shift to spring and
autummn paddy crops. In the Red River Delta, most are the hybrid varieties from China, while in the Mckong

“River Delia thase originated from IRRI The growing area in the northern part of the country had increased
from 11,000 ha in 1992 to more than 60,000 ha in 1995, These HYV require greater fertilizer applications
and more intensive plant protection. The fertilizer application level also rose fromi 121 kg/ha in 1989 to 136
kg/a in 1993, Compared with ather Asian countires, it is Jocated in a relaively high place only after
Republic of Korea, Japan, and China,

Following the past frend of intensification, it will not be much difficult to achieve the targets of 26
miltion tons of paddy, and 30-32 million tons of food crops altogether by 2600. As shown in Figures 4 and
5, compared with a few other Asian countries, Viet Nam would have a potential of further increase in rice
output mostly-through intensification. Viel Nam appears to be following the course pursued by Korea,
China and Indonesia in the 70's and the carly 80's. The poinls are whether the factors contributing to the
increase in the production in the past decade could maintain or even strengthen their effects, and whether
the institational settings could encourge and facilitate farmers to continue to invest in production and adopt |
improved technologics.

I1.Rice price stabilization

I view &)f the overwhelming importance of rice among hrmers consumers and the national cConomy,
_ the govermment has paid a great attention and taken action not only for increasing the production, but also
' stab:hzmg refail prices, and promoting exports. The government is excerling cerlain interventions in the
: nce market in order to achieve these objectives. The main mcasure in this regard is to “instruet” state food

Lo Lorporanons 1o purchase paddylnce from farmers and lmders when the retail price falls below the

“reference” bottom level. It is actvally implemented by offering the \\orkmg capital through subsidized
interest loans 1o the companies. The subsidies are funded from the Price Stabilization Fund (PFS) whose
resources come from fevies on the teading margins of sclected imported commaditics between importing
and domestic prices. The PSF is reportedly supporting 500,000-600,000 tons of purchases annually in
Fecent years, -

Rice pnc‘.s at farmgate on average of 1995 siand around at 1,700 and 2,000 Dong for “ordinary” and

H“special” rices respectively, while those atthe retail siage at 2,400 and 4,500 Dong. ‘there is a tendency that
margins between farmgate and retail stages have been narrowing. It may reflect a streambining of the
marketing channels. Méanwhile the difference between the export prices of ex-HCMC and Bangkok, the
indicative price of the world market, has been narrowing which may n:ﬂecl improvement ol" the quality of
“the vietnamese rice.

[t is not easy to achieve a several, somelimes conilicting, objecmes of the rice price pohcy at lhe same
time. ‘The market intervention mechanism through purchases by the subsidized interest has an advantage to
inapage a relatively large amount of rice with a small amoust of fund. However its effeet seems (o be
reduced due partially to the limited amount to the intervention and due partially to the indirect operations
carried out by state food companies. While improved quality of exporl rice brings higher earnings, it would
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‘make the vietnamese rice to face a greater compélition in the world macket.
1v.Changes in food consumption

Rice is the staple food of the people. Since the per capita net food wsmnpuon reached as high as 160 kg
per person per year, a further increase as food would be largely caused by the population increase and the
replacement to other food crops. On the other hand; per capita consumption of such food items as eggs,
sugar, soybean and meat are starting to rise from the present low levels (Figures 6-A and 6-B show a
comparison among Asian countrigs respectively for cercals and meat). Agncuimmi pmducnon needs (o
prepare to respond to these changes.

Artong other food crops, maize is given a special attention. Feed use for livestock will definitely
increase, and dilfusion of high yielding varieties wilt contribute to the higher outputs. It may be worth to be
noted that the recent tightening of grain markets most explicitedly takes place in maize.

V. Future prospect of rice production

Future developnient of rice should be realized through the intensification, the sole direction under the
current circumstances as the expansion of agriculwral fand and individual farm size are virtually excluded.
In this regard, the coming five years will be a critical period for the agricullural dc_\. elopimeant of Viet Nam.
For one point, as more intensified the production, the more diminishing relurns of land as well as more of
labour would come into effect.

The potential for further development could only be realized if continued and increased tnvestrient in
agriculture, p'irlrcularly in irrigation/drainage, rural roads and electrification as well as provision of inpats
are secured. In this connection, there is a concern that shares of investment in irrigation/drainage as well as
in agnculture out of the total public investment have been declining. Morcover though in the absolute terms,
investment in irrigation/drainage increases, its size remains smiall, for instance, anly USS$ 26/mectare of per
" irrigated arca {in 1995). Expansion of irrigated areaas a whote was only 1. 5% for last five years.

Another concera is a decline in the comparative qdv*mt'tge of paddy to other crops ané farming activitics
t0 which paddy competes on fand use. Although the government is now stricily applying the land use
transfer permits from rice land, competition with other more profitable crops and aclivities on the same rice
Iang may lead to a reduction in rice growing. ; :

In view of the current poor situation, the '\gncullural rescarch and extension system necds to be
strengthened. Among others, research for generating new varieties of rice, | including improvemeat of quality,
and domestic production of hybrid seeds are urgently addressed 1o secure the sustamable development.

Improvement of institutional framework are to be pursued. It inchudes, among others, provision of a
greater and easily accessible credit 1o individual farmers especnll) in meduiny aid tong term loans, and
acceleration of issurance of land use certificaics.

Rice price policy remains a contentious issue, since it often aims at sausfymg theee objectives, iel to
ensure rémimerative prices to farmers and affordable prices to consuners, and to promote txpoﬂs In this

" regards, experiences in other ASEAN countires may provide useful references. As consumption of some
other food items would Starl to change in coming years, it inay have a bearing to rice consumption.
_ With continuing fast growlh of the economy, vietnamese agriculture will face new issues and challenges
“and is expected to respond o them. In reviewing the national food and agricultural policy and strategy, such
issues relating to the economic growth and industriazation as food security, changing consumption paiter,
rural:urban income disparity, rural employment creation, competitivaess of products and stractural
adjustment are to be considered. '
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Table 1 Sown area; yield, gross output of paddy by region

] ) 1989 1990 1591 1992 | 1993 | . 1934 | 1995 |
Total 1000ha | 5.895.8 6.027.7] 63027 6.475.4| 6559.4] 6.538.% 6,600.0
onsha 3.23 319 ER Y| 3.33 3.48 1.56 3.64
1000ton | 18,9%6.3] 19,2259.2] 19,621.9] 21,5902 22,836.6 23,528.2] 24.000.0
Hoith Troocha 53] TFase 020.5 810.4 511.8 739.8
{Mountain  |tonsha 2.61 2.27 1.95 2.48 2.83 2.79 .
4Midiand _[1000wen [ 1,968.6] 1,701.9] 1,584.0] 20135 2,299.8f 2.207.0
Red River [1O00Ra [ 1,057.8] 1,057.5] 1ro13.80 10247 10338 10268
Oelta tensha 3.54 '3.42 2.93 4.00 4.68 4,01
__|1000won | 3,743.6] 361811 3,038.3] 410060 48433 41213
toivh’ 1000ha 670.6 §72.0 675.2 €87.0 674.1 6301
Central ten/ha 2.1 2.42 2.42 2.58 2N 2.81
Coast 1000ton 1.563.2) 16424 1,835.2] 1770.0] 1,8299] 19148 |
South 1000ha 436.2 4349 541.2 522.2 525.2]  SiB.4
Central ton/ha 3.24 325 342 3.02 2.80 3.42
Coast 1000ten | 1,605.8) 1,607.00 1,749.2] 1,583} 1,472t 1,787.9
Central 10G0ha 1608 1653 170.0 179.5 186.6 181.9
Hightands  |tonsha 2.47 2313 2.53 2.3 2.37 2.47
| [woooien | 3384 366.0{ 4317 429.7 4434 448.7 .
Horth East |1000Na 312.8 3040 305.0 3269 3151 35310
of tonshs 267 2.60 2.3 2.27 2.63 283
South.  [1000ten 8359 789.4|  832.5 744.5 881.9 '928.3 N
Mekang 1000ha 24448] 2,580.0] 2,807.0] 2,924.5] 2,993.1] 30381
River ton/ha 3.64 1.67 . 3.68 3.74 3.69 1,99
Belts 1000ten 8883.1] 9,480.)] 10,350.9] 10,947.9|_11.066.4} 10,121.0 ]

Source : Agricubture of Viet Nam 19451995 by Statistical Publisking House

‘Table 2 Investment in imigation and drainage

e {million VNO)
constant

) gurrent 1 1989 piices

average of -

1986-1990 S NAl 162,810
1991 468,871 191,376]
11992} 488,468] 1950,298]:
19931  688,400] 185054
1994] 990,000 232,394
1995] 1,531,185] 312,551

Svaree : Ministry of Planning and [nvesiment

Tabla 3 lrrigation ang dréinage ares of paddy : 1991-1995

RAIGATION . foramacE fOR
“sptiog autumn winter | WINTER CROP
totel  clop  wrop - crop

1991 5,245 2,074 1,231 1,940 2,041

1992 5,407 2478 1,260 1,969 2,238

1993 5,492 2.26) 1,644 1,958 2,197

1934 5,601 2,329 1,420 1,652 2,323

199% 5,328 2,408 .18 1,808 2410
Increase/

deciedse B0 3y -¥15 115 369

n % 2 i -9 T 18

Source : Ministiy of Agricultuze and Rural Developaxal
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Diversification of Agriculture in Viet Nam

Nguyen Xuan Thao
Ministry of Planning and Investment

During the period of reconstruction from the War, the Government intended comprehensive agricultural
development including crop cultivaiion, animal husbandry, foodstufl processing, and aquaculture.

(1} in 1970s the State Jaunched the guideline and measures to promote animal husbandry, foodstulf
processing, and agquaculture,

{2} In the period 1986-1990, Viet Nam cooperated with the former Soviet Union and East l,uropunn
countries to develop cubber, coffee, and tea.

{3) o bring advanmge of individual households into play, the State encouraged the cultivation system
of Garden-Pond-Animal Husbandry (VAC in brief, which stands for V-Vegetable and frull growing: A-
Aquaculture and C-Catlte and poultry rearing); The Victnamese Gardener Associatibn VACVINA is 10 years
old. '

The period of renovation has created conditions for Viet Nam to be mtegmlcd step by step into the
region and the world. Various new seeds ang breeds: paddy, maize, cow, pig, hen, duck have been
introduced. They edriched the agncullural sesources and furthermore improve theif quality, giving
agnculiuml products of bigher value. In addition, Viet Nam produced mose foodstuffs for export.

Siteation of the domestic consumption has been changing day by day. Greater demand for meals in both
~ in quantity and thty have also promated the diversification of agricultural products. Agriculture for
enriching people’s life shifts to planting fruit trees, ornamental trees and cash crops for industrial material
such as colton, jute, mulberry, Advanced technologies and creativeness of the people have invented various
cultivating models of high efficiency such as specialization of cultivation, infensive l‘armmg, intermingled
cultivation.

Production regions for commercial purposes have been gencrated in associating agnculmu with
processmg industry such as the rubber zone in the South Northeast, the coffee zone in Central Highlands, the
sugar cane zone in Thaoh Hoa; Quang Ngai and Tay Ninh provinces, the milch cow rearing in suburbs.

It can be said thal during the period of the renovation, agriculture of Viet Nam has been diversified
strongly from large scale collective farming to individual households, both in terms of category and quahiy
The diversification has created more efficiency in the agriculture.

Diversification of agriculture of Viet Nam is a response to the ever growing demand for conmmplton in
terms of quantity, categories, quality supphed for domestic and international markets. Results in diversificd
production in' 1995 are as follows: Food- 27.5 million tonnes, export-2 million tonnes of rice; 200,000 tonnes
of coffee with value of US$ 500 million; marine product exports of US$ 600 million.

Diversification of agriculture has been however facing many consteains including:

(1) Narrow markets. Bomestic demand is still limited and the market remains narcow in many
commiodities: Foreign market is yet to be exploited ang the agro-processing industry is to be developed;
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The changlng structure of cultivation

. ) Hefore . : ___At present - s
1 Jice « Rice Fruits - Seed of Planty
—__{®ong Hung, Thai Binh provinces) _
2 |Mice - llice(un;lubfc) Feuits- Aguaculture. Annual crops
___t(30i Hung and Ha 'Tay provinees) {vegetatle, lomelaesy, chilli)
3 |ttice - Hice{ the surrowting of 11a Noi|Fhaweas - Decoralive plants
____{and HeiTlung) N e
4 |Mize - Other ceceal Mulberry Otlier ceten!s
{That Binl provincey) .
5 |itice - Ricedunstabiled Hice - Aquacidiore - Rice
___ |(¥inh Phuand Nam Its provinces) | .
G |Cassava _ [Sugareane
. |@.em o0, Thanh {1oa province) -
7 [Sweet pclatoes - Rice Jujube - Vegelatles
. |{(Phaah Bon pravinee)
8 [ftice - Rice - Rice Rice - Malze - Rice
{Quang Ngai provi},ce) Rice . Sweel poinoes - Rice
o B Rice - Peanut (Soybenn) - Rice
9 [Unusedland Aquacelture {creb, shrimp)
—_|(Coastet arens} . _u__-_
10 {Dacreaili Industry crops
Mountainy Fruils cropy
Forestey —
$1 [Rice - Other ceua!.s . o Cotlon - Maize (Soybean)
(Horth South East, Centenl hightand) : :
12 [Floaling wintee Rice . ISpilog rice - Avtumn iice
___ KMekong river delln)
13 [Unused Sand Soring tice - Aulumn rice
(Mekong tiver delin) _ )

- {2) Small farm size and limited land. They cause, among others, a competilion among various crops
“and activities over land, particularly in refation to rice. As ihe profitability of rice is low, diversification 1o
other crops and activilies risks a reduction in the rice production. The government, coping with this
situation, prohibits the transfer of rice Jand to other uses;
©(3) Infrastructure is under- -developed. Pamcu!arly cural teausportation remains weak which makes it
difficult for farmers, particularly those in remote aréas, 1o access to markets and hmdus diversification; and

(4) Shortage of capital, paticularly the medium and long term capital.

" Although the diversification of agricultural production is curently f'lcmg constrdins and comradscuons
it is considered to be one of the main determinants of agricultural development of Viet Nam in coming
years. Diversilication can efficiently use land, labor, natural resources and other materials; atleviate rural
under- and unemployment; improve the nulrition status of children; stabilize and increase farmers® income;
and respond to changing and diversifying demand for food.

¢ In order to facilitate and promote diversification; the following measures should be carried out;
(1) To formuiate a master plan of the general orientation for development by agricultural regions
“regarding produchon of specific crops and comntodilies;
{2) To strengthen the investment in agnculture rural transportation, water resources development,
- ¢lectrification, research and extension, and to expand seed imports; and _

(3} To provide favorable conditions for Viét Nam Bank for Agriculiure to mobilize funds and extend
foans to farmers.

Diversification of agr:culture will promote the economic slruclura! transition in agriculture and rural
areas. In turn changes in the latter will positively affect agricultural diversification, thus create a
momentum for comprehensive development of agriculture and rural areas. Indecd the diversification of
agricullure in Viet Nam is considercd as a long term strategy as well as a means of developmerit.
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Agriculture Scctor in Viet Nam from 1985 to 1995

Nguyen Sinh Cuc
Ministey of Agricuiture and Rural Development

During the period from 1985 to 1995, the agricultural sector of Viet Nam has developed following the
two siiccessive five year plans 1986-1990, and 1991-1995.

The five year plan 1986-1990 was characterized as a plan of the transition, lo the agriculture based on
the system of “coniract-based asmgnmem of paddy production to farmers groups and individuals™ introduced
~ by the Instruction No.100 in 1981 ‘Then according to the Resolution No.10 in 1988 regarding “the.

‘tenovation of the agricultural sector management”, the Pariy Central Committee, in March 1989, decided to
abolish the compulsory food sellmg by farmers to the state, to apply a unique price sy stem, and to permit a
free marketing of products, and to turn a cooperative member household to an autonomous econonic unit.

After the intraduction of the Resolution No.10, the declining tendency in production in previous years
stopped aiid the production started to increase though their impacts were limited. The main weakness in the
agriculture in this pericd was that the rote of collective economy was not clearly defined while a farm
household already became an autonomous economic unit.

The five year period of 1991-1995 was marked by a steady devetopment of the agricultural sector. In the
- domain of cultivation, the overall development was particularly demonstrated in food production. Food
security was thus firmly assured for the entiré country. Food production even exceeded the target of the plan.
~ Increase in rice production was achieved by the change in scasonal crops as well as a productivity increase.
Other factors instrumental to the intensification include developmenl of amgmlon.‘dr'\mage. a greater
fertilizer application, plant protection, extension services, and new seed introduction, these all having
contributed to the intensified production of rice.

Regarding subsuilary crops, maize recorded a rapid growth, bolh in ternis of the acreage and
produclivity, while such crops as cassava, sweel potato have modestly expanded or even declined,
Production of vegetables, indusirial crops and fruits has shown a resilient development. These crops whose
products are ditecied to agro- procLssmg industry and exportation have recorded a fast growth.

‘A new feature of cultivation production for the past five years was the initial formation of specnlued
producuon zones with high commercializalion closel)' linked to domestic and export fnarkets. Citing some
are the Mekong River rice growing zone, the rubber and coffee specialized zone in Northeast South and
Central Highlands, ihe tea specialized zone in North Mountain and Midland, and the winter vegetable and
bean growing zone in the Red River Delta.

Animal husbandey has also developed in a rapid and stable manner. The growth is attributed to an
increase in food production, and the stable cutput and improvement of animal feeds at reasonable prices,
while supported by an increasing demand for livestock products. Hence the sub-sector has been gradually
_ transferced from subsistence to commercial production.

Forestry has mel numerous dlﬂtculues and the producnon has shown poor performance, Forest reseurces
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have further declined because of deforeslmion and trée buming. One of the positive movements was the
implementation of the Progeamnie 327 regarding the greening barren land and bare hills which started 1993
in providing funds for reforestation.

The fishery sector has recorded the highest growth rate among three sub-sectors of agricullure. Both
acquacuiture and aqua-product exploitation have made a noticeable progress. The former activity included
shrimp culture, brackish and fresh water fishing, while the latter activity has expanded thanks to beiter
organization and more equipment, facikitics and ships. However the sector is facing many limitations and
constraints such as pollution of sea and rivers, and over-exploitation of natural resources.

While the share of agriculture (including forestry and fisheries) had declined from 33.9% in 1992 o
28.7% in 1994, the absolute value of agricultural products (in current prices) had increased from 37,500
billion Dong to 48,800 billion Dong in the same period. The structure of these three sectors has béen
changing: the hshcnJ sector has increased while the agriculture and forestry sectors have relatively
declined.

Within the agricultuml sector, the animal husbandry sub-sector has been expanding at the expense of
the cullivation sub-sector. Moreover in the cultivation sub-sector, erop structure has been changing towards
the diversification, in geadually eliminating the mono-grain cropping and enhancing the land use ratio.

Rural economic structure has been changing. According fo the rural and agricultural survey in 1994,
there are 12 million households in the country in which 10 million houscholds {80.6%) engaged in
agriculture, Noticeable is that in iwo soith regions, Northeast South and Mekong River Delta, shares of
‘non- agricultural households were very high (49% and 27.9% respectively). In the outshirt of Ho Chi Minh
cily, 39% of the total households engaged in non-agriculiural profession,

For last five years, the agricullural sector has been imegrated into the world market. Total export value
of agncu[mre forestry and fisheries altogether was USS 1.9 billion in 1995, nearly tivo times of the 1990
value. At the same (ime, the quality of export products have improved as demonstrated in rice, coffee and
frozen shrimp. As a resull, price differences of rice between Viet Nam and Thailand have narrowed from

US$ 40-50 per ton in 1990 to US$ 15-20 in 1994,
" Rural infrastructure has considerably improved during the period. Conditions of housing, ¢ducation and
* health care have also improved. The existing problen is the poor conditions in moutainious, h|ghland, and

~ remole areas, especially concerning electrification and roads.

-Difficuliics and constrains facing the agriculture are as follows:
(1) Investment in agnculiure forestry and flchery. allhough it had increased in fast five years in
~ abselute figures, had rapidly declined in relative termis from 20% of the total capital outlays in 1990 0 10%
“in 19931995, Existing irrigalion systems have been degraded, limiting the irrigation capacity, and
counstraining cultivation intensification. Research regarding advanced techuology of agricullural production
is not sulficient to regutarly produce technological breakthroughs. As the motives and incentives created by
the renovation reach to a limil, more physical impetus in such areas as investment and technology are
-needed 1o sustain the growth. _
(2) The production organizational structure is not stable. Roles of (he state and cooperatives are not
“clearly defined. Process of shifting state enterprises and agricultural coopemln ¢s to servicing institutions
for farm households has been proceeding slowly.
(33 Mutual linkages of agricultural production, processing and f:ml producls have not been
strengthened. Rurﬂl industry has not satisfactorily developed to serve agricultural production, this value of
producis remains less than expected.

Annexed tables are listed below:

1) Agricultural production stituation

2} land uses of Viet Nam agricullural stituation of major crops produclmn
3} Area of rice by region
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Hybrid paddy seeds and maize

Animal hushandry in Viet Nam
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Production and consumplion of fishery products
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Consumption and Market of Some Major Agricultural
Products in Viet Nam

Bul Thi Sy
Ministry of Agriculture and Rural Development

This paper analyzes the trend and make projections of consumption of major agricullural products.
Consumption is divided into twe categories; direct food consumption and indirect uses such as for livestock
feed, processing and losses,

(1} Grains. Food grains account for 80% af the people’s foad, in which rice 5% in the plains : and 85%
in the mountainous areas. The average nutsition intake in rusal areas is only 1,820-1,940 calories/persof/day.
¥ood products are generaliy consumed in rough or semi-processed forms; while processed food accounts for -
a very small part.

Other uses of geains than food include seeds, livestock feed, raw material for processing, 'md tosses. As
for rice, these ratios accourt for seeds: 3-3.5%, feed: 6.5-8%, processing: 1.5-2%, and losses: I% 16% in Red
River Delta or around 10% in other regions. . :

(2) Auxiliary food. Maize. : Direct food consumption comprises 35-45%%, livestock feed 40-509%, seed
5%, and losses 10-15%. Sweet potato,: Direct food consists of only 30% of the total supply, while prou?csmg
claims 55-60% and losses 15-20% respectively.

(3) Meat. Pork is the mosl important meat, accounting for 77.4% of fhe total donusl:c meqt

consumplion. Only 10% of the coitsuimed amount is processed maml)r in big citics. Beef consists of 6 'i‘)’r of
the total meat, and poultcy meat, chicken, duck, goose altogether 16%.

(4) Eggs and milk. Per capita consumption of eggs amounts to 3(0- 35 eggs pcr year. As the price of
eggs is relatively high in Vnei Nam, people prefer meat to eggs. Milk consumption per person is about 1.5
litres per 'year, in which 90% are imported. [n general, consumption of livestock products in Viet N'un
remains low, even cosnmnd with other Asian countries.

(5) Sugar. ‘Fhe consumplion has rapidly been increasing and reached at about 8 kg per year. As the
domestic production did nol meet the demand, the country imported about 200,000 tons of sugar in 1995,

{6) Fruits, Per capila consumplion is about 25-27 kg. Urban population is the main consumers of fruits.
Far instance in Ho Chi Minh city, it amounts fo 20-35 kg ofhlgh qu'ahl) {ruits.

(7} Vegetables, The level of consuimption is 40-42 ke per year per capita which has bccn mcrmsmg
Many Kinds of vegetables ranging from tropical to temperate origins, are supplied and largely consumed in
fresh. :

{8) Vegetable oil. Its consumpuon level is very low, only at 0.45-0.5kg per year. In recent years,
however, it has been increasing very fast at the rate of 8.6% per annum.

PijE'CIlOH of food demand for 2000 and 2010. With an assumption of increases in income and
population, projecuons for these years are made. Per capita consumption of food grains is estimated to

: dechne while that of meat doubles, and oil secd increases by 1.4 times of the 1990 levels.
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The following tables are attached to the paper;

1}
2}
.3)
4)
5
6)
M

8)
%
10)
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Gioss domestic product of agriculture, for:cslry'and fisherics

Average consumption of human food: 1980- 1995,

Food balance sheets: 1985, 1990 and 1995,

Demanded consumption for foodstuft.

Per capita food consumption by region.

Fruit consumption.

Cost and efficiency of selecied crops: spring tice, avtumn rice, winter rice, maize, sweet potato and
cassava.

Cost and efficiency of some crops in Central Highlands and Northeast South.
Sunimary of production budget: rice, cabbage, frozen pork, and frozen shrimp.
Chart of commodity chains: paddy, rubber, sugar, tea, fishery products and pig.
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Situatien of Rural Credit System of Viet Nam Before the
Renovation and in the Present Period

Dang Tho Xuong
Ministry of Agriculture and Rural Development

1. Beforé the renovation

Before the renovation, three credit and savings systems existed: The State Agriculiural Bank, the savings
and credit coopératives, and informal savings and credit system in gural area. _ :

The State Agricultural Bank was a credit department of the State Bank.During the periad of 1981
through 1987, the Agricultural Bank gave short-term loans to all economic cornponents-state, collective,
- private sectors and individuals-but concentrated them in the state -and coltective sectors, Long-term credit

was mainly given to the collective sector, including credit cooperatives, and a limited past to the private
sector and individuals. Soufces of funds mainly came from the siate budget and those mobilized from (he
people’s deposits,

Credit and savings cooperatives. Starting its operations from 1956 in the north and 1982 in the south,
they were credil organizations under collective ownership on the basis of shares of ils members. Members of
a credit cooperative were also the members of an agricultural service cooperative. It was the system of
savings and credit-in rural areas. By the end of 1960, in the noith, credil cooperatives were established in :‘
aim'osl all communes with 5,294 units and 2,082,000 members. [n the south, only for four ycars of 1982 - :
1986, each commune established a credit cooperative following the model of the north. | R o

Through their existence of over 30 years, the system demonstrated their effectiveness through' the -
monetary and credit activities in rural areas, It was also the most important agent to mobilize capital for the
State Bank, mainly by means of saving deposits (60-70% of he total savings of the State Bank). Credit
cooperatives also played the role of an intermediary financing institution of the State Bank. Noticeably for
the period of 1966-1970, credil cooperatives expanded the role as an independént credit institution in
Conmmunes. _

While credit cooperatives served the farm economy in providing credit and mobitization of money in

niral areas, their weaknesses included: o o

(1) “They were established in the unique form with heavy political obligations, while no elfective

“controlling systein was created. Nor regional and local specificities were considered, '

{2) The organiz'alionai struclure was nol appropriate as a volumary'insiiiulion. All members of

agriculiural produclion cooperatives autopaticaily became those of ¢redit cooperdlives. Share holding was
too $mall and did not relate to the responsibitity of each member, and the managing board was not directly
responsible to the performance of cooperatives; and

- (3) Mangers were not well trained, nor elected according to one’s ability and confidence. _

* Informal eredit and saving system In surat arcas. Various types of tontines and lendings had existed
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for Tong time, largely in a spontancous manner. Tontines are organized by the people who nced a great
expenditure. Lendings were' made with or without inlerest, in cash or kind, often with high interest rates.

I1. Present rural credit system

The year of 1988 was a milestone marking a great change in agricultural management and rural
development, including the credit system. In order to quickly transfer banking service activities to a market
oriemted mechanism, the rural credit system was entirely restructured. In order to fully exploit available
funds, the government encouraged various types of fund mobilization. Following the multi-sectoral
principle, types of rural credit were also diversified, particularly short term loans were directly given to
farm houscholds. Positive interest rates were introduced.

The State Bank was restructured and the new Vietnam Bank for Agriculture’ (VBA) was established.
YBA aims at supporting rural economic development in providing funds. In addition, various credit
schemes for rural economic development have been generated including the programme for greening
barren land and bare hills and the programme for job generation in rural areas.

Credit activities of the Viet Nam Bank for the Agriculture (VBA). Significant feature of the change
in the VBA's operations was the shift from subsidized credit to commercial one, in which an emphasis was
placed on individual production households. Credit provided to production households has been mainly in
short term: for covering seasonal production costs. Medium and long term credits only occupied 1-6% of the
total lending in 1990-1992. Unique interest rate structure has been applied, while concessicnal rates have
been applicd for the credit in mountain regions, remote islands, new economic zones and olher special
areas. )

Modalities of ¢redit provision have been changed. Direct lending has been largely given to the clients
with collaterals. The VBA also provides loans to individual groups voluntasily formulated by the farniers.
Indirect lending is made through intermediary financing institutions with a premium.

VBA has been operaled urnder difficult condition. It has a large scope, numerous staff, and b’le“ ard
technical and malterial bases, under the conditions of incompatible policies and mechanism. Nevertheless,
the Bank turned losses in early years of its operations to profits since 1993.

Major issues faced by VBA in the coming years are:

=1y To dwers:fy types and souices of capital (funds) mobllszatmn

(2) To slrungthen lendings to promote infegratéd economic developnient in the areas of both new and

* raditional activities ditected 10 domestic and foreign nmkels, and

(3) To expand mtermedtary financing of funds from government and external donots.

Credit cooperatives. At the end of 1994, there were 88 credit cooperatives in which 19 had changed
their stafus to the People’s Credit Funds, and the remaining 9, mostly in the north, oblained the operation
ticenses. These cooperatives were formed in accordance with the Decree on Banking, Credit Cooperatives
and Financial Corporation in 1990 and its related rules, on the basis of the willingness of members. They

" are generally well organized and managed. However, affected by the credit collapse and high inflation, the
“lack of a consistent policy for the par of governménl, the developmem of credit cooperatives has béen

painfully slow.
The Central Bank in 1993 submitted a project of the Peop!e s Credit Sunds (PCH) wlm.h was approved

. by the government as an experimental project. The objective of the project is to test a new cooperalive

model in the aréa of monetary and credit based on (he experienices in other market economies. The Funds
are based on the principles of willingness, setf-supporting, mutual help, and deinocratic management. ‘the
PCF has expanded quickly its opcrations and demonstrated the eﬂcchvencss though the staff and
management capabilities arc 1o be further improved. - :

Rural Corporate Banks. At the ehd of October l994 16 sural corporate banks, 14 in the south and 2
in the north, were formed. They aimis al moblllzmg fundo and serving as an agent of the State Bank to
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channe] funds to the menbers. They alse work as an agent cum selter of sgricultural materials and goods.

Programics linanced by domastic capital resourees. :

(1) Programmic for Job Creation in Rural Areas. Fstablished in 1994 by a resolution with the total fund
of 300 biltion Dong and the lending interest rve of 0.5% per month,

{2) Programme for Greening Bare Land and Bold Hills. The government provides 150 billion Dong
every year for this programme. ‘

In both programmes, the steering commissions are ¢s stablished at central, provincial and sometimes
district levels which examine and approve the projects financed by the respective programmes.

Programmes and projects financed by the external donors. Since 1990, an increasing number of
programmes financed by external resources- multitateral, bilateral and non-governmental sources -
suppaorting agricultural and rural development were set up. ‘The government is rtspmmblc to repaymemnts of
funds regarding the programmes fuirded by official sources. Almost all NGOs in this category of projects
combine agricultural extension with credit provision to farm households in communes and villages.

Credit for the poor in rural arcas. As the rural poor altracls much attention of the government, several
experimental credit projects targeling the poor in specific provinces and communes have been implemented.
Fn 1994, the VBA, with the borrowed money of 432 billion l)ong form the State Bank, started an
experimental project called the “Funds of Favorabie Loans for the Poor Péaple™. This project was
established on the basis of (he experience both within and ouiside Viet Nam regarding credit schemes for the
rural poor. In December 1995, the above project was institutionalized to a bank called the Vietnam Bank for
the Poor (VBP)

Non-official savings and ceedil. Farmers established so- mlled ‘ho” by contributing money or rice i
order to obtain money for such uses as house construction of purchases of production inputs. Soinelinies

“ho” serves for children to take care of thei aged parents or make the funerals. There are varicus fund
making groups (“phuong ho”) operating in rural areas. Their positive sides include that these farmiers can
help each other in production as well as daily life lhmugh the group. According to a survey conducted by
Ministcy of Aginculiure and Rural Development (MARD) in ine ‘provinces in 1991, the furds from
informal credit systems accounted for 20% of the total funds which farmers borrowed from various sources.
in many provinces, howevar, these funds turned to “hui ho™ in imposture character. Private credit, maialy by
private traders, is also popular in the rural Viet Nam. Whlle these credils are mnpk in pmtedun, and
Nexible, interest rates are vanab!e for 7 - 10% per month, some msus as hl ghas 15 -20%.

Ii. interest rate structure of rural credit

Since August 1992, all economic components have been equatly treated reganding toan lendings, while
interest rates of savings are still kept to be different among économic components. Favorable interest rates,
15% (per annum) less than the tending interest rate of the State Bank, are applied mountain, border, island,
new economic zones and areas. For credit projects belonging to specific programmes of the governmeut,
prescribed interest rates are applied. ‘

Since January 1996, the State Bank does not determine Icndmg and savings rates for thg commercial
banks and organizations, but on (he basis of the ceiling lending rate and within the difference of 0.65% per -
month, they can determine the rates of lendings and deposits.

IV. Rural savings
According (o the estimation of a team bed by Dr. Xuong, amounts of rural savings ar¢ not negligelable. It
is estimated that rurat savings accounted for 7.3% of the GAP in 1993 which rose 10 9.3% or 1.5 tillion

Dong in 1995. Such a magnuude of rural s'mngs suggests 1mpnmnu of their mobilization through
appropriaté channels.
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Suntmary of Findings of the Farm Houschold Survey

Seiji Shindo
1C Net Limited
Toshihiko Suda
Norinchukin Research institute
Nguyen Xuan Thao
Mnmstty of Planning and Invesiment

I. Overview of the survey

(l) OI)Jectnes :

The survey aims at characterizing the present situation of Vietnamese agriculture and Farmers in different
paits of the country; and identifying directions of the gmemmem s policies in the futare, The survey was
held in January 1996 for selected farm households following the method as described below.

(2} Mcthod of the survey .

‘From sarveyed village in three provinces-Thai Binh, Dak Lak and Can Tho provmces respectively
representing the Red River delia, the Ceatral Plateau and the Mekong River delta, S0 farm houscholds each
were selected. Selection of the farm households was carried out in considering bﬂhnced distribution among
variolis classes in each village:

(3) Survey items

£} Overview of farm economy: family composition; income and employmcnl structure; and assel

holding.

2} ¥arm activities: land ownership and tenure; land utilization: production, and marketing of

agricoltural products.

3) Farmer organizations mcludmg agricultural cooperalives.

'4) Rural and agricultural credit

'5) Future prospect of fanm economy prospect of non- agncu]luml activities; migration to urban areas.

ll General sltuatlon of the surveyed villages

(1) 'The Fourth Hamlic, Dong Giang Commune, Thal Binh Province

A typical village in the populous Red River delta, Thai Binh province has the highest rice yield per unit
of tand with the high infensification of production. The province also produces rush matts, thus have the
cottage industries. Thé survey village is far from the cities and not f:\\ourabl} located for marketing of
‘products. (This village is hereby refersed to ™11 hai Binh”).
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(2) The First Hamlet, Quang Phuc Commung, and Buon Phong 1lamlet, Eatul Commune, hoth
in Dak Lak Province '

Two communes were selected from Dak Lak province. Quang th commune is a typml coffee
producing village. The commune ‘was initially created for encouraging the migration of the Kinh people
(the Vietnamese in the narrow sense) from the poor coastal areas by the then Saigon regime. (This village is
herby referred to “Dak Lak-Kinh'™).

Eatul Commune is also engaging in the coffee production. It is the village of the £de ethnic minoritics.
The Edes are used to carry out slash and burn farming with the matriarchy, but their traditional society has
been changing with modernization. (Fhis village is liereby referred to “Dak Lak-Ede").

(3) My Loi Hamlet, Ilicp Hung Commune, Can Tho Province

A lypical example of the Mekong River delta viltages in the rice-bowl of the country. It was a colony
created by reclaming swawp land by drainage, and houses ase lining along canals. Rice yield is relatively
low due to the acid soil and the sugarcane- rice cropping system prevfeils. {The village is hereby referred to
“Cantho”).

It Summary of the results of the survey

1. General situation of farm households

(1) Size of farm houscholds

The average family size is 5.3 persons: Thai Binh 4.6, Dak Lak - Kinh 5.7, Dak Lak - tide § .7, and Can
Tho 5.8. While in Thai Binh families concentrale in 4-5 members, in other communes members spead in
wider ranges which implies the various types of families are living in the villages”.

(2) The average age of family heads

Thai Binh 46.6 years old, Dak Lak-Kinh 40.9, Dak Lak-Lde 43.7, and Can Tho 47.7.

(3) Education level of family heads

The average of schooling period is 5.6 years. The Lde people has the shortest period of education. [t
- may be caused the under-developed conditions of education but may be affected by the fact thal many
families are female headed becﬁuée of their matriarchy society. Dak Lak-Kinh has the highest education
level which is probably caused by the nature of the migrated people who are progressive and relatively
‘better off and afford (o invest in education. In Thai Binb, the schooling period concentrates in the range of 4
to 7 years which dentonstrates a homogenious sm‘:el) even in education. Can Tho is lower but with one
‘umversxly educated. A wide difference among houscholds is observed.

2. income and employment struclure
"~ {1) Major income sources
Agriculture is the major source of income without exception. In Bak Lak where commercial agriculture
~ develops, off-farm employment opportunities like service industries exist and provides a source of income.

In Thai Binh and Can 'Tho, non-agricultural activities are the second 1mponam source. Thai Binh has
the mat manufacturing industry, while the service industry is the secondary source in Can Tho.

It is noted that in Thai Binh products other than rice are often markeled by farmers themselves. This is
pethaps caused by the fact that merchants do not yel penetrate in villagés and farmers are keen (0 sell smaHl
amounts of a variely of products by themselves so as to obtain sales margins.

i In Thai Binh, though somewhat relaxed, inheritance by the eldosi son s the form, and in Dak Lak-Kinh and Can Tho inhéritance by e
youngest $on is the norm. Such 3 difference affocts the size of a family. A family in the inheritance by the cldest son (Thai Birh) tends o
become bigger than that ia the inhoritance by e youngest son (Dak Lak-Kinh and Can Thod. However adoordiag to this survey, familics of
Thai Binh is smaller. The reasens are not cléar bot are assumed to be doe 10 2 hlg?m education f2vel, Land distribution patiera wnder
agriculteral conperatives and the Land refonii.
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(2} Employnent struciuie

Famity heads predominantly engage in agriculture. In Dak Lak trading is more found than in other
survey locations. An average number of working persons is 2.9, In.Can Tho where the family size is the
largest, number of working persons is the largest. la Thai Binh where the farm size is small, 74% of
households engage more or less in other professions than farming.

3. Asset possession

{1) Housing

Virtually all households own a house. More than 10% of households in Can Tho have two houses. This
may be caused by the fact that in the south housés are made of palm leaves at a low cost and family size is
relatively large.

(2) Pigbarn

1n Thai Binh where almost all farm households raise pigs, nearly all houseliolds own a pig barn.

(3) Other buildings

Nearly 10% of households have warehouses, while 3.3% of houscholds have shops and 0.7%% factorics.

{4) Production asscis

The siluation varies depending on the extent of commercialization and profitability of main products.
60% of coffee farmers in Dak Lak-Kinh and 40% in Dak Lak-Ede own tractors. While there are a few in Can
Tho, o individual owners of tractors in Thai Binh. Instead, in Thai Binh there are 6 hand tractors jointly
owned by several farmers for machanized farming work. As a result buffaros as drought animals have been
rapidly decreasing in this region. '

Other productive assels include sprayers owned by about a half of farmers: Thai Binh 46%, Dak L.ak-
" Kinh 46%, Dak Lak-Ede 15%, Can Tho 58%, which undetlines extensive practicing of pest and discase
control. Threshers and pumps also became popular. In Can Tho, their owners rent out the machines, some
being specialized in the business. These phenomena siggest the mechanization would be practiced w ider
than the ownership ratio suggests.

{5) Durable censuimer goods

Durable consuies goods spread relatively widely. Television sets 37¢% (Thai Binh 34%, Dak Lak-Kinh
61% Dak Lak-Ede 23%, Can Tho 34%). Radio : 48% : (40%, 63%, 1%, and 58% respectively). But
refrigerator has just begun to be introduced: only one in ‘Thai Binh, and as for lelephone. each one in Dak
[.ak-Kinh arid Can Tho. In Can Tho, sewing machines are popular (36% of the- households) sS4 g,eslmg an
income source for housewives.

Bicycles are already popular, but motor bikes started to be introduced |hough ra,gioml d:flerenccs are
observed: Thai Binh 6%, Dak Lak - Kinh 66%, Dak Lak-Ede 31%, and Can Tho 0%. There are some even
having a car in Dak Lak. Since in Can Tho people reties on waler transporiation, 1o motor bikes is owned.

4. Siluation of farm management

(1) ELand ownership

The land ownership structure varies widely among regmn‘: In Thai Bmh the average size of farm land is
only 0.31 ha per farm houschold, while in Can Tho itis 1.44 ha, miore than four times of that in Thai Binh. In
Dak Lak it is intermediate,

Land acreage distribulion anmiong houscholds also varies by region. In T hai Binh as land was distnbu!ed
according to the number of family members in 1933, the sizes range €.25-0.50 ha, white in Dak Lak and Can
Tho, ownership disteibution is characterized by a wide variation form landless to over 5 ha.

(2) Cuttivating acreage
Cultivating acreage is close to ow ned acreage, but in Thai Binh and Dak Lak-Ide the former is shghll)
" larger than the laiter.
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(3) Land tenure

More than half of the houscholds in Thai Binh has a rented land. ‘the owners are agricultural
cooperatives and People’s Committee, and some from other farm households. ‘The rent amounts to 120,000
Dong- 360,000 Bong per “sao” (0.036 ha), which means USS$S 303-909/ha (US$ 1=11,000Dong) but
cooperatives rent out with 240,000 Dong per sao (USS$ 606 per ha). According to surveyed farmers, cases
of rent in kind of 100 kg per “sao™ for one crop season (or 200 kg per year) still cxist (This level is
equivalent to US$ 860/ha a year, given 1,700 Dong per | kg of paddy).

The rent corresponds to 46% of the output as the yield per ha is at best 12 t/ha though the agricultural
tax and irrigation fec are borne by land owners. _

No information regarding the rent was obtained in Dak Lak. No farmer was recorded to rent a land in
Can Tho, but it is said the rent amounts to 5 million Dong/ha (US$ 455). The ratio of the reint in gross
income?, in case of the standard cropping pattern of sugarcane-rice, is 20-30%, lower than that in Thai Bin.

The higher rent in Thai Binh than in Can Tho would be explained by the higher demand for land. Fewer
tenureships in Can Tho in spite of the lower rent would be explained by a relatively low price of land use
rights thus farmers prefer buying rights to renting.

{4} Reni out fand

‘There are few rent land belween farm households. This figure however has to be viewed with doubt as
for Dak Lak and Can The. For instance, it is reported that land transfers calted “cam co™ (imortgage) are
refatively popular along with renting of farmland. Such an informal transfer is generally difficult to be
collected in a quick survey as this time. It is estimated that land transfers through various means would take
place to a greater extent than those appeared in the survey.

(S) Trausactions of land use rights

Such a transaction is not held in Thai Binh where land distribution and issue of certificates of land
tenure were carried out only recently. On the other hand, in Dak Lak and Can Tho where land
collectivization was not extensive and conmimercial agriculture developed, transactions of land use rights are
observed. The acreage of each transaction is relatively large, 0.5-2.0 ha, and farm land use rights are
actively transferred. in Can Tho, the price of transfer, 25 million Dong per hectare, is close to the gross

“income from one hectare of land (22.8 million Dong accerding to the People’s Commiltee and 17.2 miltion
Dong/ha according to the survey result). The “ap” {village) head said that farm lands were equally |
distributed among househalds in 1982. The relatively low land prices may be responsible for the frequent
lasid transactions and the present wide diflferences in land ownership among houscholds. -

2. Ovewview of farm activities

{1) Sales of products

Tusn-oveérs of farms considerably differ by region. In Dak Lak-Kinh, (he average annual sales proceeds
per farm amounts to 31,283,300 Dong (USS 2,844). Applying the estimated income ratio of 40% oblained
- at farins to this figure, the average annuat income amounts to 12,513,200 Dong or US$ 1,140. In Dak Lak-
Ede, while they grow coffee as well, the average sales are only 14% of the above figure (1,743,200 Dong or
" USS 158). '

2} According 10 the infoenation provided at the People’s Committee, yields of sugarcane and paddy are 100 Vha and 4 Uha respectively. Given
the fanmgaie prices are 160 Dongg and 5,700 Ke sespoctively, the gross iocome is estimated to be 228 million Dong. i.e., the reat
cormesponds (0 21.5% of grass incomw, Farnwers toport less yields than above, 70 Uha for sugarcane and 1.5 ha for paddy. In these
asspplons, e ratio is 29 2%. : :

“cam oo™ is a practice 10 give baod use rights as the mer(gage of a lending. Until the fvan is eepaid, the land is wsed by the Teader, This Iype
of kending cardics no Interest, po tepayment poriod. Instead, e kendes can eblain the peofit from the morgaged land. This type of s dos
not bear usurious conditions, rather regarded as a avans of matual Belp. The value of land in the case of “carnco” s 10518 miltion Dung e
ha, which is nearly 3 batf of the transaction price of Jand use rights of 25 miflion Dong.

3
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In Can Tho. the average value of sales is 15,034, 000 Dong (USS 1,367), thanks to large farm size and
sugarcane production. As both crops have about 50% of income ratio, the average income is estimated as
7,517,000 Dong {(US$ 680).

In‘Chai Binh the sales value is smaller after Dak Lak-Ede. Due to the tiny acreage of farms in spite of the
highest level of rice yield, the average farm sales are only 4,418,000 Dong (USS 402). Assaming the income
ratio of 50%. the agricultural income would be 2,214000 Dong (US$ 200}. Ratio of rice in the told] sales is
as high as 42.3%, while diversification has developed. Livestock products, specifically pork, is importan,
and maize, potato, vegetables and aquacullure provide additional incomes,

Exactly speaking, farm income <hould includes that for home consumption. Thus the net income from
rice is estimated o amount 101,398,000 Dong (US3 127} in Thai Binh, 183,000 Dong (USS 17} in Dak | ak-
Kinh, 32,000 Dong {(US$ 29) in Dak Lak- Ede, and 1,560,000 Dong (US$ 142} in Can Tho respectively.
Combined these income together, the total agricultural incomes ace: USS$ 330 in Thai Binh, USS 1,160 in
Dak Lak-Kinh, Us$ 190 in Dak Lak-Ede, and US$ 822 in Can Tho.

(2) Difference in sales proceeds among farmers

Farm households in each survey location aré classified into five strata, each being 20% of the 1otal
numbers according to their sales value of agro-products.

The difference of sales values of agricultural products among these groups is the least widest in Thai
Binh where the difference between the highest and lowest geoups is 6 times. In Dak Lak - Ede the difference
is wider; the highest group earns 3.87 times of the average sales, given the average as 100 the lowest 0 and
group four (second form the low est) S. This results in that sonte farmers introduce coffee, while some remain
in subsistence stage. As for Dak Lak-Kinh the difference becomes wide as well between those scttled there
carliér and grow coffee and those settled later on less fertite and smaller lasmd.

In Can Tho, there is a big difference if not wider as for Dak Lak. The highest group sells 2.7 times of the
average and 14 titnes of the lowest. This difference is largely caused by the farm sizes as rice ang sugarcane
~ produce the income.

{3} Markeling channels

Merchants prevail particularly in thé marketing of rice, sugarcane, and coffee. In "Ilm Binh afl but one
* farm, who sells to the agricultural cooperative, sell rice to merchants, Sugarcane in Can Tho is sold to
traders. Most of teaders are the Vietnamese but some may be the ethnic Chinese.

Coflfee beans in Dak Lak-Ede are sold to private tradeis, while those in Dak Lak-Kinh mosﬂy to the state
COMmpanies, This is caused by the fact that coftee producers in the later village purchase. fertilizer on credit
from cooperatives and in return they sell the products to coopemuwﬂ Thus they consuiex agricultoral
cooperatives is indispensable.

Market channels of livestock products, vegetables, fruits and ﬁ<h on the other hand, are not firmly
established. Private tradees deal with them on one hand, white farmers often bring the producis to markets by
themselves, of sell the people in villages on the other hand. In Hai Huag province where a testing survey was
held, an agricultural cooperative plays an intermedsate role between farmers and exporters to produce and
markets cucumbers in dry $eason.

{(4) Profitable and unprofitable crops aud activities

[ response {o the quesuon of the profitable crops (moludmg livestock and hshcncs) in "lh'u Bmh rice
{48%), other food crops {(18%), livestock (10%) are indicated in the order of frnquenmes In Dak Lak, 80%
of farmers indicated coffee as most profitable, and in Can tho the responses concentrate in sugarcane (68%)
and rice (28%). Rice as the profitable crop may reflect its recently improv ed price.

The unproﬁtablc crops, on the other hand, include livestock, rice and aquaculiure in the order in Thai
Binh. Rice is the unprofitable crop in Dak Lak which is grown in rainfed conditions for awn consumption. In
Can Tho, “garden” is indicated as the most unprofitable ccop, It is meant to be those grown in home gardens
like vegelables and fruits which cannot be sold due |o tocation of the village far from the market, while
sugarcane is easily and profitably sold.
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(5} Willingness of expanding farm size

In the whole. the answers are nearly equally divided into those whe wish to ¢xpand the fari size nd
those who wish to maiatain it Difference among regions is however big. In Thai Bink where the tanm R
is highly limited and difficult to expand. many express a willingness to keep the present size. The similar
sitoation is observed in Dak Lak-Kinh, though 20% of farmers are willing to expand.

On the contrary, the Dak Lak-Ede farmers wishes 1o expand their sizes, implicating the strong
willingness for coffée production. Similarty in Can Tho. many wish to expand. Higher prices of rice
together with the brisk land transfers are assumed o affect the response.

(6} Crops to be expanded

To the question of what kind of crops to be upqnded formers in Dak LaK respond with an
averwhelming 96.2% as coffee, In Can Tho, many indicate as “cultivation” which is likely to be meant to
be rice and sugareane, that is, a further expansion of the currently grown crops.

On the other hand, farmers in Thai Binh and Dak Lak-Kinh who tend te maintain the present farm sizes
naturally give no response. Those farmers who express a willingness of ¢éxpasision in Dak Lank-Fde
indicate coffee as the favourablé crop.

[a Fhai Binh, some indicate food crops such as maize, potito, aquacullure, fivestock as (he expanding
crops. but only a few mention rice. This may be interpreted (hat they wish to intensify the land use by
introducing these crops in the autumn-winter season in which land has not been cultivated, or livestock and
fish which do not need land.

(") Probléms for continuing farming

Shortage of funds is mentioned as the biggest problem (79.3% of the total answers). it demonstrates
intesions to diversify and intensify the farming, and funds are badly required. Next comes the problem of
“no markel is readily available™. It appears that while for such crops as rice marketing charnels are
established, newly marketed crdps like vegetables have no established channels. It implies that ageicultural
. diversification needs to be accompanied by improvement and modernization of masketing mechanism and
- facilities.

- 3. Farmer organizations including agricultural cooperatives
' (1) Participation in farsicr organizations
Al farm households surv eyed it Thai Binh and Dak Lak-Kinh, participate in agncuhural cobperatives,
while only 6% in Can ‘Tho and no household in Dak Lak - Ede. Since in the latter two villages nearly a half
of farin houscholds repoits that they had participated in aqncultuml cooperatives in the past, it is assumed
" that codperalives in these (wo villages were dissolved. However, in Can The, 42% of houscholds are
- participating in other rarmer organizations than cooperatives, which are presumed to be agricolwral
production groups. There is a conflicting information regarding the production groups in Can Tho.
According to the People’s Commiltee, the groups are ¢arrying oul irrigation and technology extension
activities, while the surveyed farmers said that they practically conduct no activity and maintenance of
“irrigation and drainage canals are organized by the village chief.
In lhal Binh, “ho’” as an inforinal savings organization develops which many farmers join.
(2} Need for agricultural coopera!h €8
A noticeable difference among regions is observed. In spite that all farm households join the
cooperative in Thai Binh, its reputation is not good. While 26¢% of farm household respond as “agricultural
cooperalive is necessary”, 52% answered “not necessarily required”. Among those responded as no need
for cooperatives, however, many recognize a need for irrigation operaltons currently managed by the
cooperative.
The main reason of unpopulamy of agricultural cooperatives in Thai Bmh is due to the fact that the
cooperative in the comniune is rot particularly active except irrigation works, and farmers feel that they
gain less compared 1o the fee charged on them. Farmers feel inefficient cooperatives as their burdens,
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On the comtrary, the conperative in Dak Lok-Kinh actively engages m varions services such as Icmlm‘r
sales on credit, This is reflected 1o the high acceptaice of 2% farm houscholds in responding that
agricullural cooperative is necessary”,

It is not expected that 60% of farm houvscholds in Can Tha see the cooperative useful despite the
agricultural cooperative was dissolved and the production group stopped functionaing. It is assumed that as
expressed by some interviewed farmers {hey need a kind of organizations working Tor labour exchanges (o
alteviate labour shorlage in some farm households. It implies that cven in the Mckong River delta where
farmer organizations have not developed, farmers need farmer ofganization to resolve problems which
cannot be coped with by individuals.

(3) Need for informal farmer organizations

In Dak Lak-Tide and Can Tho where o formal farnier organizations exist, maty Farmers express a need
for informal organizations. Futufe studies are required to identity and specify the fauner OTgaNEZALoNs
meeting their needs in the circumstances.

1V. Rural and farm credit

(1) Need for loans

Ovenwhelmingly many farmers express their needs for loans to their farm investment.

(2) Lenders of loans

The Vietnam Bank for Agriculture (VBA) is the major supplice of loans in providing 68% of the total,
The share of VBA in the total lendings however vasies by region. ft provides a large part of loans in Can
Tho. On the other hand, in Dak Lak-Ede farmers rely their funds on friends and relatives, and in Dak Lak-
Kinh they borrow from both VBA and the State Bank.

Money lenders have a noticeable share in rural credit. They have adv*mmges in simple proccdurgs and
quick availability compared to VBA and other official sources, but charges a higher interest rates. Limited
access to official financing sources which make farmers to dcpcnd on money lenders is an imporlant issue to
be further addressed.

(3 Issucsof VBA

- Among the issues of VBA, “the procedures of lendmgs is cumbersome™ is the most frequemig, pomhd
'This is particularly stressed in Dak Lak-Fde where farmiers asé less educated, Also the same farmers point
- out the difiiculty of 'lCLCS:, to VBA, which unplres a uu-d for ll]’lpI’O\ ement in wnys and means of Toan’

provision in mountain and remote areas. _
Number of farmers who complain high interest rates afe tess than expected. Those who wsual I)-' borrow

from friends and relatives like Dak Lak-Ede fee) the interest rate of VBA is not high since the loans from
nnofficial sources carry higher rates than VBA. On the other hand, in Can Tho where many fariers borrow
from VBA, the interest rate is felt high.

Few farmers point oul a ‘delay in issurance of land tenure certificates as an obstacie to lendings. “Hmmoc
of moitgage is pointed out in Can Tho where many farmers do not own land. :

(4) Savings '

This survey, not unusual regardmg the 'savings, fails to collect cnough information as shown in the
answer of “no money for savings™.

Only found is in Thai Binh “ho” is common as ‘the means of savings, in which about 29% of the
surveyed farmers pacticipate. The payments: are generally made in rice, while in Dak Lak in coftee. The

_ objecme of j Jommg “ho" is largely to obtain the money for house ‘construction or reconsiniclion.

5. Future prospect of farm economy

(1) Shift to non-agricultural aclivities
Only a few farmers (4.09%) intends (o shift their auwmes to non- agr:cullur'ﬂ ones while, as seen earicr,
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41% of farmers direct towards an expansion of farm size, None of them intends to change entirely to non-
farms. : ' :

Regarding the kinds of non-agricultural activities, though the answers are few, the service sector
including transporiation, trading and is the most in nuimber. In Can Tho, some farmers wish (o purchase
pumps and smalt cultivators perhaps with the aim of leascs.

(2) Scittemeat in the villages

Almost all family heads (98.6%) hope to live in the same villages in the future. They wish te continue
farming as nobody has dn intention to move away from farming.

However answers regarding living places of their children are diffecent. Gut of the repliedfanmers,
80.0°% foresee that their eldest sons will “stay in the village in the fulu_rc”, and 77.3% of other children.
‘Moreover14.0% of eldest sons and 22.7% of other children are forcseen to move to nearby towns and
cities. 1t suggests high possibilities for the next generation of rural people to move into urban areas. As the
current urban population is as low as 20% of the total, this may imply a rapid increase of urban population.
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- Record of the Vietnamese-Japancse Conferences in Phase 1of
the Study on Economic Development Policy in the Transition
toward a Market-oriented Economy in Viet Nam

1. Prefiminary Conference in Hanoi for Project Formation (May 1995)

Main academic members of the Japanese side participated in this conference. I was agreed that the
project be proceeded as joint Japanese-Vielnamese study for the bwo year period | the first year as Phase |
and the second year as Phase 2. In this conference, the Viet Nam delegates requested that (he  Japanese
academic members make, in a few months, comments and policy suggestions on the carly version of the
draft new Five-year Plan, which should be prepared soon. The Japanese side accepled this request, catling it
as the request for “Urgent Proposal.”
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2. The First Hanoi Workshop (August 1995)

-— Urgent proposal tor the Initial Drafl of the Five- year Plan and discussion on research topics for joint

study project

Monday, Aug, 28 (8ih Floor, JICA Viel Nam Offce)
Opening Sgssions
I. Opening rematks
Victnamese side

Fapanese side

Session 1 {Macrogconony)
t. On Initial Draft Five-year Plan
(1) Feasibility o achicve targeis of pacrocconomics geowth
(2) S11¢ entesprise reform
2. Victnaniese presentation on the planaing nwdel
Undeglying bencath tnitial Dvaft of Five-year Plan

Session 2 (Induslrial policy}
1. Usgeat conindnls on the Five-year Pian
2. Comunents on Initial Draft of Five-year Plan on ASEAN, AFTA :md APEC oti the refationship
bebween the coononic growth of neighboring countries and that of Viet Nam
3. Vietnamese présentation

Session 3 {Fiscal and monglary policy)
1. Urgent proposals on Five-year Plan

-2, Vietnamese Presentation

Tuesday, Aug 29

) Sesszon 4 {Agncultural and rural deva.opment)
_l l}r;,er.i proposals on Five-yeac Plan
2, Victnamese presentation

Session 5
Discussion

Sesslon 6,7
Discussions
-With the aim ot clarifying prioiity of joint resvarch work during ﬁﬁaﬁcs 1and2
-Quasiiong
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Keaichi Ghno

Ryvkichi Hirono
Toghihika Kinoshita
Lai Quang Thue
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3. - The Consultation Meeting in Tokyo on Research Designs (November 1995)
—- Discussion on the sub-topics for research groups of the Joint study

Monday, Nov. 27 (Meeling Room G, 27Lh Floor, Shinjuku Mitsul Building)

1. Opening remarks and introduction of the meniders and other atiendants of Japanese sidc N
2. Introdduction of the membess of the Victnanises side

3. tntroduction of the New Five-yoar Plan of Vil Nam

4. Question & answer

5. Consultation on tha topics and research plan of the study
(1) Review of the prior consultation of 22nd Odober
(2} Vietpamese comiments on the Japonese proposad on the research phan

6. Preseatation on the research plan & preparation of each sub-commitlee
(1) Macroccononty
{2) Fiscal and monetary policy
{3) Industrial policy
{4} Agiicultural and rural development
{5) Quostion & answer

7. Presentation by the Japanese side on the final eesearch plan

Shigeru (shikawa
Nguyen Thai Nguyen

Nguyen Quang Thai

Shigeru Ishikawa
Ryvkichi Hirono
Yasulai Shimomora
Yonasuke Hard

Tuesday, Nov. 28

§. Sub-commillee of macroecononty )
() Growth, inflation and deficit of international batanee of paynient ~ Analysis by standacd type
models ‘ )
{2) Development and envi rorment in industiializing Asia 1 An cconomidc point of view

2. Sub-comnuites of agricultural and rural developnent
(1) Vict Nami : Agricultural and rural development
{2) Issues of rural finance — Examples of Japan and Thailand

3. Sub-comniitce of fiscal and monetary policy
(1) On the forcign saving mobilization, management of forcign debts and control of exchange rae
{2) A research plan for two phases
(&} Economic transition and tiscal nrnegement of Viet Nans - Foniher issues 1o bé discussed

4. Sub-commiltee Jevel discussion on the research p'lan

5. Svh-comnitee of industrial bolicy_
(1) Proper cholce of industry and techaologics and the dualistic cconomy
(2} Relarion between Victnamese econony and participation to AFTA and APEC

6. Wrap-up session
(1) Discussion and agreement on the fiscal sesearch plan
_(2) Consultation oa the additiopal comaents on the Now Five-year Plan of Viet Nam
() Any other matiers felevant (o the Subjent

Mitsuo E7akd
Shigeaki Pujisaki -

Yonasuke Hara
Yuichi lrumida

Toshibiko Kinashila
Shinichi Watanabe
Eiji Tajika

“Masahiko Ehashi
Kuvichi Ohno
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4. Tokyo Workshop (January 1996)

-— General comments on the Draft Five-year Plan (CG Version) and agreement on Sub-topics of the

joint study

§ypday. Jan. 28 (Meeting Room A, 271[- f!qgr, S’}“_"_f_“ﬁ’_’ﬂ"‘i”i _B_:_:i_k_}_ipg_)_ o

1. Opcning temacks and overview
Intraduction of the members of the Japancse side
2. Introdoction of the members of the Vietnanwse side

Introduction
1. Comments on Five-year Plan )
2. Selected fssues Inthe New Victnanwses Five-year Plan : Experiences of Japan and China
3. Disparity issues — Expericnces of integrated regional development planaing in Japan

Macroeconomy

1. Issues on macrocconomics in Viet Nam

2. Simwlation analysis oa growth veesus stabilization

3 Revommendation o industrialization and the protection of environment B Vier Nam

~— Bascd on Jopadcss expericnce

4. Discussion
Fiscal and monetasy policy
. Fiscal and tax reform towards year 2000
2. Mobhilization of domestic savings
A. Econvnic transition and fiscal manageaent of Viet Nam : Forther issues to be studied
. Research on mobitization of domestic savings
. Medivm and Jong tenm finance in Viet Nam

— Situation analysis and approach towards lmpmmncnl
6. External debt and FDI
7. Discussion

h fa

Shigeau Ishikawa

Le Duc Thuy

Le Duc Thuy
Shigeru Ishikawa
Ryoichi Yamagishi

Le Duc Thuy
Shinichl Watanabe
Masashi Hattori

Tran Van Ta
Ryuokichi Hirono
Eiji Tajika
Shinichi Watanabe
Karuyuki Mori

Toshihiko Kinoshita

-Monday, Jan. 29

- Industrial policy
1. On some issucs of industrial development orientation in Viet Nam
2. Commends on the sehcnon of the five capital intensive industrics
3. Outlook of the mtemalmnal market conditions and issues related (o investiment into the five
capital intensive industrics
4. Impact on Viclnamess cconomy by joining in AFFA
'5. Futuee dircction of APEC afeer OSAKA mweting : Implication for Vit
6. Dascussion

Nam

Agricultural and rural development
k. Victnanwse problems in agriculural soctor and the possible Ricasues
2. Onimprovement of agricultural productivity in Viet Nam
S i‘inancinl organizations In rural afca * Asian experence and iis possible application to Viet Nam

1. Remarks
2. Wrap-up and closing runalks

Pham Quang Ham
Yasutanti Shimomora’
Kuoichim Fukui

.Koichi Ohno
Masahiko Ebashi

Nguyen Xwvan Thao

Yonosuke Hara

Yoichi Frunida
“VolHong Phue |

Shigeu Ishikawa

0

L¢ Due Thuy



5. The Second Hanoi Workshop (March 1996)
—- Discussion on resulls of the Joint Research

Friday, March 1 {MPI Training Center)

Opening remarks
I. MPI
2. Embassy of Japan
3JICA

I. Macroeconomy

{1 Macrocconomy und poverty in Viet Nawmn
Conmenis

23 Macroccenomy 2 cegional development
Conimwents

{3) Result of macra el analysis (Growth and siabitity)
Conuncats

(4) Environmental problems in Viet Nam
Commeats

(5) General discussion

11 Industral policy .
{1} Some issuss vnindostrial policy
Comments '
(2) Panticipationin AFTA 2l APEC
Comments ’
£33 Small and medium size enterprises and agricultueal industey
Comnienls

Yo H\\né Fhue

Shiro Sadushima
Moasars Todoroki

Shigery Ishikawa
Nguyen Quang Thai
Nzuyen Quang Tha
Shigery Ishikawa
Shinichi Watanabe
Npujyen Buw Quyen |
L¢ Prang Bozah
Shigaki Fujisaki

Pham Quang Han
Kenichi Ohno
Koichi Ohna

Ho Quang Mish
Nguyen Dinh Phzn
Masahiko Fbashi




Saturday, March

11 Industriat poticy (Cont'd from March 1)
{5) Five capital-intensive industrics and passibde problens for now favestinent

Comments

U1, Fiscal and monelary policy

(1) Financizl ceforn toward 2000

{2} Taxation refomt in Viet Nam

{3) Comuncat on fiscat and monetary policy

{4} Comnicats by Japancese expeiis
(4) - | Overal! conmems )

- {43 - 2 Conuneénts onthe managenent of foreign capital mwbilization

{4) - 3 Commenis on the domestic saving mohilizadon
{4) - 4 Comnments onthe fiscat mobiliration

{3) Geacrad discussion -

V. Agricuftural and rural development
{1) Diversification of agricolture in Viet Nam
Comment : with special emiphasis on the developrxent of food crop
£2) Developiment in the rueal credit sysiém of Viel Nam .
‘Comments from the pci'spcciii'e of the conperatives and fural ceédit system
(3) Co'_mu_lcnls on agriculural ih‘:p_mvcnwn!
Proposal of ag:icu)mfral policy comments

{4) Genedal discussion A L

V. Discussion

Coaclusion

Chosing semarks

Keoichico Fukui
Ngo Dinh Giao

Lai Quang Thue
Tean Van Ta

Vo Dai Luoc

Ryokichi Hirono
Toshihiko Kinoshila
Shinichi Watanabe
Karuyuki Mo

Nguyen Xvan Thao .
Scifi Shindo
Ding Tho Xuong
Yoichi Lrumida
Yoaosuke Hara

Yumio Sakurai

Shiger tshikawa
Nzuyen Qaang Thai

Vo Hong Phue
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