4.

Lesson learned from effective operation of ACs
4.1 ACs transformed from old model

These ACs have strictly followed the Resolution No. 10 of the Policy Bureau on renovation of
agricultural economic management since 1988, and well implemented the cooperative law approved by
National Assembly in 1996. These ACs have effectively performed their operation. Their agricultural
households are regarded as autonomous economic units. ACs have focused their operation on providing
related services to its members in lieu of production management mechanism that was based on
collectivization.

Basically constraints inherited from old cooperative, especially those of fixed assets and capital, have
been solved. Effective measures to revalue and liquidate assets as well as to recover loans and to pay debts
were worked out and strictly implemented before their ransformation according to the Cooperative Law.

Established their own rules and carried out appropriate business alternatives that fully met their
member’s fequiremeht and market mechanism.

Management structure is renewed in favor of reduction in personnel but focusing on quaiity of cadres.

ACs’ staffs are enthusiastic and dynamic in their task performarice for the sake of members’ beneﬁts.
. Relation between ACs and their members are based on equality and democratic for benefits of both
sides. |

Operated undér the effective supervision of local Communist Party units and State Authorities as well

as great supports from unions and associations.

4.2 Newly established ACs

Established as Cooperative Law has been introduced on the basis of voluntary participation of
households

Generally these ACs are formed from qualified simple cooperation groups. Therefore, in communes
where there is a lack of conditions qualified fof AC establishment under thie Law, it is necessary to give
instructions and facilitate households to form their cooperatién grodps under different forms to gradually
build up a strong base for AC establishment. _

Regarding ineligible ACs for transformation: .Thc fact shows that in some incl.igiblc ACs for
transformation, after dissolution of t.ho's'e ACs, households who had a strong désiré to cooperate with
others under the form of coopérativc joined together to form new ACs, which quickly épcratcs éffcctively.
This lesson is very useful for cases of ACs ineligible for transformation. It is eséenfial that these ACs are
dissolved as soon as possible to facilitate favorable conditions for new establishment of ACs according
to the Law _ | _ .

Newly established ACs effective in their operation prepared their own rules and carricd out appropriate

business alternatives that fully met their member’s requirement and market mechanism. At the same
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time, those ACs have staffs, enthusiastic and dynamic in their task for the benefits of members and

ensured the democracy and equal distribution of profit.

Recommendations on policies to improve operation efficiency of ACs

In reality, in the transformed ACs and newly established ACs, those in good performénce are smali in
number and exposed to many limitations, and there is a farge number of incffective ACs. Furthermore,
many ACs ineligible to transformation have not dissolved due to many inherited constraints especially in
assets and capital.

In order to overcome these difficulties, it is suggested that the following solutions should be worked out:

8.1 Facilitating ACs to access to loans

Althoﬁgh Article 9 in the Decree 15/CP issued by the Government stipulated regulations to allow
ACs to be given loans, there is few ACs actually borrowing. It is due partly to a lack of feasible business
alternatives, which is a prcreqﬁisite condition for lending approval. However, more importantly, financial
institutions such as banks, national employment creation fund and other dévclopmcnt investment assistant
funds should give specific instructions and facilitate ACs to prepare feasible business alternatives as
well as to sitnplify lending procedure to help ACs to access to loans.

Suitable credit guaraﬁtec regulations should be issued to facilitate ACs that have demand for capital
but have ﬁot enougl_l assets as mongage to have access to loans from banks

It is necéssary to set. up.lega.l environment for ACs to implement internal credit services to their
members. AC acting a's_a credit service provider is in accordance with the Law on credit organizations

appro#ed by National Assembly on October 1% 1998

5.2 Writing off debts
Given the fact that most of thé old ACs suffcred from bad debts accumulatéd for years, resulting in
total debt currently valued at over VND 550 billion, of which VND 80 billion come from unions.and
mefnbers, the rest is from banks, agricultural tax, district’s budget and state enterprises. These debts are

beyond of repayment ability of most ACs. Accordingly, the following solutions are suggested;

1

- Write off debts related w0 agricultural tax and state budget.

* Write off debts related to loans from the banks. Compensation for these banks would come

from risk c_ohtingem fund or from supplement allocation from state budget

- Write off .dct.)ts"related to loans from state enterprises in the following lists: debts from irrigation
fee, from production. mﬁtérials for buying fertilizer, pesticide, and animal medicine

- Give instructions to both debtor (ACs) and debt owners (AC’s members and unions) to facilitate

suitable measures to solve debts that ACs owe members and unions
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5.3 Exempting ACs from taxes imposed upon service activities to serve household economy

The Decree 15/CP of the Government and Circular 44/1999 of Ministry of Finance guide preferential
tax to service activities carried out by ACs with aim of tax exemption or reduction for two years. However,
given current level of tax exemption and reduction is not sufficient for ACs to further develop. Most
ACs operates in narrow range, mainly focuses on input services such as irrigation, plant protection, land
preparation and scedling supplies, while other services such as material supplies, processing and marketing
of products have developed at a moderate level. Since production input services brings about low profit,
even no profit, these operations are generally unstable and difficult to compete in market mechanism.
Accordingly, in addition to existing preferential regulations, the government should consider the exemption
of taxes regarding service activities in production of member households, especially taxes imposed upon
output product and agro-product processing serv.iccs, namely, production material supply service, agro-

product marketing and processing service.

5.4 Encouraging linkage between state enterprises and ACs

State critcrprises can facilitate ACs to work as their agents or sign economic contracts with ACs on
product sales for long term.

- Facilitate ACs to act as grassroots providers for extension services of agricultur'e', forestry aﬁd

fishery through the following meth_od: provincial extension centers, plant prote.ction and veterinary

 divisions assist ACs in trainiﬁg ACs’ technical staffs then use ACs as pomts to trﬁnsfér advanced
techniques to houscholds. | _

- Facilitate ACs to develdp kﬁgation services in favor of suitable m.éna.gement. level of in'iga.tion

works in accordance with !.\Cs.’ capacity, while Irrigation Management Compaﬁy cooperates

with ACs to assign specific responsibilities in management and operation of irrigation schemes.

5.5 Giving high priority to train staffs working at ACs in pursuant to Decree 15-CP
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While many weak points and constraints appeared in ACs are caused 'by a number of reasons, the
important one is low staff competence, even the persons in key positions such as heads of cooperatives,
chiet accountants and supervision commanders. For the time being, out of about 20,000 staﬂ" beionging
to these positions, only 5% have received training dn managerial skills applied for new ACs. Thé large
number of untrained staffs is blamed for a lack of training centers for ACs’ stafts and a shortage of fund.
The State supplies fund for training of ACs’ staff up to 50% of tétal required fund.

To facilitate training for AC staff, the State should assign the task to qﬁaliﬁed representative regions.
Fund for training of three key positidns in ACs should be supplied up to 100% instead of 50% as done
before. |
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Annex Table 1

Situation of agricultural cooperative movement as of the end of 1889

Units
Total ACs ACs completely dissotved of in Completed transformation | Completely ransformed and Towal ACs
. by procedures toward dissolution . procedures received business license NeWI?’ as of
Order Regions Remaining establi-
December, Total Completely Nearly Total 9 Total 7 shed December,
1996 dissoived | dissolved 1999
.1 - -|'The whole country __"13,73'2 4818 2902 L2247 . 8,598 - 5740, ... 668 e 4449 517 1,093 9,691
2 {The North i2,112| 4,386 2,677 2,040 7,356 4,755 64.6 3,496 475 654 8010
3 | The South 1,670 432 225 207 1,242 985 79.3 953 76.7 439 1,681
4 Northern Middle and Mountain 6,075 2,384 403 1,981 3,686 1,802 48.8 1,123 304 115 3,804
5 Red River Delta 2,558 430 397 33 2,224 1,812 81.5 1,477 66.4 414 2.638
6 North Central Coast 3,479 1,572 1,877 26 1,443 1,141 79.1 896 62.1 125 1,568
7 | Central Coast 917 166 160 6 761 701 92.1 700 92.0 6 767
8 i Central Highlands 295 117 15 102 172 84 48.8 75 43.6 6 178
9 | Northeast South 398 127 28 99 271 162 598 140 51.7 34 305
10 |Mekong River Delta 60 22 22 0 38 38 100.0 38 100.0 393 431
Source: The Ministry of Agriculture and Rural Development, 1999
Annex Table 2 Services provided by agricultural cooperatives (summarized from 1,686 ACs)
' (%)
Regions Total ACs | Imrigation Planf Veterinary | Seedling Agr(?. Agrc.). Land- Outp 1.11 Processing Electric Others
protection extension | materials | preparation | marketing power
Totat 1686 949 (.. 619 37.7° 1. -4L3 418t = 36.0 148 J103 4] - .04 52.2 39
Northern Mountain 93 93.5 60.2 37.6 79.5 752 79.5 21 13.9 0.7 96 9.6
Red River Delta 715 g3.1 59.0 14.2 3317 30.3 139 17.7 1.2 - 65.1 8.1
North Central Coast 551 99.4 956 16.3 321 51.1 479 0.9 17.6 1.2 43.6 10.4
Central Coast 279 974 111 519 73.1 825 55.2 40.5 17.9 - 577 -
Central Highlands 50 90.0 26.6 - 033 - 533 13.4 16.6 6.6 10.0 -

Source: The Ministry of Agriculture and Rural Development, 1999
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3—2
Constraints of the Rural Development in the North of Viet Nam

Dao The Tuan

Viet Nam Agricultural Science Institute

The rural and agricultural development of Viet Nam after the Economic reform have a rapid growth due to
the effect of two factors: the return to the peasant household economy and the return to the market economy.
. But in this process of development, many new problems appeared. The Department of Agrarian Systems of
the Viet Nam Agricuitural Institute is conducting many field research in order to identify constraints of the

. development of peasant household systems and the rural economy and to search to ways of overcome.

The peasant households and the rural market.

A étudy on the agricultufal development of 7 ecological regions of Viet Nam showed that the rapid growth
hdppchcd only in the Central Highlands aﬁd the two regions of the South Viet Nam {Dao The Tuan, Dao The
Anh, 1998)

The highest diversification coefficient is in the East of the South, and the.Northem Mountains. And the
lowesf of this coefficient are in the Mekong and the Red River Deltas. During the past 10 years the diversification
coefficients increased in the East of the South and the Central Coéstal area, while it decreased in the Mekong
Delta aﬁd the Central Highlands where the specialization process is taking place.

So the deveioprﬁém is only favoréble in the South Viet Nam and the Central Highlénds where the output of
the peasant economy is created by the traditional rice and tropical crops, whose market already éxisted in the
colonial time. The market in the South is almost perfect, while that of the North is new and difficult to be
developed due to the decr_easing_man land fatio and to the lost of the East European socialist market in the
. beginning of 90’s. Since then Viet Nam has not.found new markets to replace it. So the rural market in the
North is impertect. | |

- A study on the diversification process of the Red River Delta (Dao The Tuan, Dao The Anh, 1998) shows
that this process is increasing in some districts but decreasing in others. Further surveys (Dao The Anh, 2000)
show that both process of diversification and specialization is occurring simultaneously: medium and poor
households d_ive__:rsify their activ_iﬁcs in order to lower risks of the changing market, while rich peasants are
speciaiizing in an.inﬁal husbandry or non agricultural activitics. Animal husbandry is developing together
with food processing in order to use it by-products as animal feed for teducing the production cost.

A study on commodity chains in the show that in the Red River Delta (Dao The Tuan, Le Thi Chau Dung,

2000) it exists 4 types of peasant households on the relation to the market: - -
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Poor subsistence, less land, no paddy sold, few pigs: 13 %.

Medium rice producers, more land, paddy sold, few pigs: 36 %.

Rich rice and pigs producers : 14 %.

Rich pigs producers: 35 %. In this type there is a group combining food processing with pig raising.

Rice is the main source of peasant income: 73 % of agricultural househelds have income from rice
in about a half of their income on average, and 27 % have it only about a quarter to complete the
income from animal and non agriculture. The Red River Delta is now self-sufficing in rice. Most of
household don’t sell rice, but use it as animal feed. Sometimes they process rice in order to use by-
products as animal feed.

The upland food crops and winter vegetable crops develop unequally. Only maize and soybean
have some growth while other crops were decreasing. One of the causes is the loss of the East European
market. Maize and soybean are used for the animal feed, but this production now is controlled by
fdreign companies using imported raw materials.

Vegetables and potato decreased in general, but they still develop in some districts like Gia Loc and
Tu Ky of Hai Duong pfovincc In these areas some local entrepreneurs organise.the trade to the South
market (Dao The Tuan, Bui Thi Thai, Ttan Ngoc Han, 2000). This operatlon help farmers to develop
new croppmg patterns and improve technology to respond to the market demand
" In the Delta, fruit crops are dcveloping in old gardens on raised beds in lowland and on hills

surroundmg thc plains. LItChl longan, JUJubc (saml! green apple) are developing but the processmg

“and markct are lumtcd

Animal husbandry is still a complementary activity in order to use by-products. Few households is

developing its industﬁ_al production, because the activity is not very profitable. A study of the animal

- system in Hai Duong (Vu Trong Binh, Bui Thi Thai, 2000) shows that in spite of high demand of lean

meat in cities, farmers don’t develop the production of high quality meat due to that there is no price
difference among pigs according to meat quality. In s'ome‘village's where farmers associations help
farmers in technology and marketing the production of high quality pork is increasing.

The market is mainly codtroiled by private merchants. But in the North Viet Nam the market fnargin
is very low (8% for pig and 15 % for rice) comparing with the South. The cause is due to that peasants
are involving also in marketing. This situation is favourable to the consumers but don’t profnote the
commercial. production. _

There is a lack of marketing institutions, for example in the North there are not yet a wholesale
market as in the South. There are many fdrmers involving in the Supply services to farmers (trade of
inputs, products; technological services...) but they are not organised since the effedt is limited.
Cooperatives don’t consider that the marketing of products is the most importanf fanncrs_’collecti%é

action, '[hey are concentrating their activities on the supply of inputs.



+  The State do not support the construction of marketing infrastructure and provide marketing
information to farmers. The lack of marketing information is favourable for the speculation.

+  The rate of under employment in the rural area is very high. The increase of agricultural labour
force in the last 25 years is 3.1% per year. So why the non agricultural activities are increasing very
fast. About 13% of labour is emigrating temporally to cities in search of jobs. The development of
handicrafts villages is very active. But the number of houscholds specializing solely non-agricultural
activities is not 50 many. Surveys show that handicrafts, food processing and trade are the main activities.
The two last activ.ities have the most rapid growth. The most important constraint is risks and the lack
of output. 7

+  Non-agricultural activities are a pan'of the household economy. Except some specialising households,
all households are involving in small trade, handicrafts, small industries or seiling labour force. Many
households have people working in cities or other regions. All these activities supplement household -

income (Dao The Tuan, 2000).

The development of non-agricultural activities

Non-agricultural aétiiitigs in villages have a long history. The specialization in these activities created
handicraft villages. Nguyen Trai meﬁtiohed about craft vi.llages in XV century. P. Gourou (1936) estimated
that m the 30’3 craftsmen in the Red River Delta were about 6.8 % of the rural population, but few people left
the agriculture. ' | '

In the rural arca existed a network of rural market. In the Red River Delta there was a market for every
three to six v.illages._ These markets, functioning in every three to five days, allow farmers to exchange their
products with industrial ones. The numbef of specialized traders was few. Some villages were specialized in
trade.

The distribution of craft and trade villages is similar to that of the population density. But there is a exception
that in: the low delta {Nam Dinh, Thai Binh) where the population density is the highest area in the delta, the
nummber of craftsmeq was not so many due to the high rate of emigration.

P. Gourou described the rural industry: “Peasants of the Tonkinese Delta ask for industry a complement of
resource; they can be tra'nsfc'n.'me.d into craftsmen during the period of forced leisure which gives them the
redundancy of l%lbor and periods of inevitable uncmployment and is ascribed to the agricultural calendar, thus
not causes damages to agriculture. They have created an industry well-matching with their scope, a smali
industry, labor-intensive and without machines, an industry which have means and sometimes technology
very subtlc; an i:fational industry and iﬂogically distributed but faithful to tradition, an industry unique to the
' vill.age, a poorly remunerated industry which only helps the farmer, insufficiently fed by the land but not die
from hunger. In brief it is é peasant industry, peasant because craftsmen are firstly and foremost peasants who

will devote only to agricialture if the size of their land is sufficient, and also because it i3 practiced uniquely in
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villages, within the family house™.

During the period of collective agriculture, these activities were also collectivized in some areas. In some
other areas they are carried out by agricultural, handicraft or trade cooperatives. There were policies encouraging
the development of sideline and focal industries. During the de-collectivization all these activities were
bankrupted. Afterward there was a resurrection of traditional craft and trade villages.

In Viet Nam the development of rural industry after the economic reform was not very impressive like in
China, because before the reform there was a galloping inflation, which destroyed all capital of enterprises.

All cooperatives were indebted to banks and local governments didn’t have enough funds for the development

of industry.

Development strategy and policies.

Experiences of Asian countries show that countries, which have a large agﬁculturail sector and high population
pressure, must have a development stra{egy based on agricultural devélopment with techoological change
and intensification. _

Firstly this dcvclo;ﬁmcnt strategy must be based on a relatively équitablc inédmc distﬁbution among peasants.
Therefore why the land reform plays an important role. Experience also shows that the dcvélopment of non-
agricultural activities in the rural area have an effect on the creation of erhployment, the increase and the
equitable distribution of income and also have an effect to the development of agriculture. The raisihg of
peasant income led to increase of demand on conﬁnodities and services iq the rural area. This is the condition
for the extension of rural industries and the technological ifnprovement for the productiviiy growm.

This technology can be realized only in emergence of a commercial agriculture, and a developed rufal
market, not only commodities but also capital, labor and tcchnﬁlogy markets. So it needs an agricultural
development strategy.

At the same time, this strategy must be developed in a strategy of industrialization with emphases on rural
industrialization and an adapted development of infrastructure and hu'rném‘capital. -

In order to simulate the effects of policies on the deveiopment of the agriculture and the houséhold economy,
we elaborated a model of MATA type (Gerard, Boussard, Deybe, 1994). In thc modcl we snmulated the
behaviors of agrlcultural households in four ecologlcal sitb-regions of the Red Rlver Delta Three main
groups of economic activities of the farmcrs: crop cultivation, animal husbandry and non-farm activities were
presented. _ |

Different scenarios simulated the impact of the diversification through the raising of .the price of different

products and of the improvement of policies on the extension, infrastructure improvement and credit.

Simulation results

The increase of rice price has the highest impact to the growth of the production, followed by the increase
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of secondary food crops with the animal husbandry.

The reduction of inputs prices has the highest effect on the growth of the production, then come the

improvement of the production technologies and of the irrigation and the drainage. The improvement of

credit has the lowest effect.

In general the diversification of the production is more favorable to the rich than to the poor and the

differentiation will increase. Measures of stimulation of the production are favorable to the poor in the intensive

sub-region but not in the rainfed and lowland sub-regions, which are poorer.

The simulation shows that the diversification of economic activities creates the fastest growth in the coastal

sub-regions and lowest growth in the rainfed sub-region, which means that the differentiation will increase.

Among measures of stimulation of the production, improvement of the production technology and reduction

of inputs prices are more favorable for the rainfed sub-region. The improvement of the irrigation and the

di'ainage has the greatest impact in the coastal and lowland sub-regions,

Table Effect of agricultural policies on growth rates of total household output
: ' ' (% change per year)

Scenarnio

Ecological sub-regions of the Red River Delta

Intensive Coastal Lowland Rainfed
1. Tendency 4.8 7.5 5.5 45
2. Rice price increase 10.9 127 10.8 5.0
3. Secondary crops and pork price increase 6.1 9.3 7.1 54
4. Cash crops price increase 4.4 7.7 56 4.7
5. Non-agricultural value increase 5.5 3.0 6.4 5.5
6. Improvement of crop technology 7.0 1.7 6.5 12.1
7. Improvement of irrigation 6.6 8.1 6.7 5.2
8. Reducing inputs price - 719 8.5 7.2 8.8
9. Increasing credit 6.3 1.5 55 . 52
10. Decreasing bank interest 6.2 1.5 55 5.3

Source: Dao The Tuan, Le Thi Chau Dung, A model for the simulation of agricultural policies on the Red River Delta, 1998.
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