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Foreword

This study entitied "Study on the Economic Development Policy in the Transition toward a Market-Oriented
Economy in Viet Nam (Phase 3)" was conducted within the framework of the technical cooperation program
of the Government of Japan, in response to the request from the Government of the Sociatist Republic of Viet

Nam.

This study was carried out as a joint research by professionals specializing in economic policy from both
Japan and Viet Nam. The research groups headed by Shigeru Ishikawa, Professor Emeritus of Hitotsubashi
University for the Japanese side, and by Dr. Nguyen Quang Thai, Vice president, Development Strategy
Institute, Ministry of Planning and Investment, for the Vietnamese side were set up in each country, assisted

by consultant teams from leading institutes in both countries.

' The research groups and consultant teams held a series of discussions, and conducted several field surveys.

This report was prepared jointly by Japanese and Vietnamese research groups based on a mutual understanding.
I hope that the useful suggestions presented in this report will contribute to the formulation of policies for

economic transition and sustainable dévelopmcnt of Viet Nam, and it would be my great pleasure if the report

would be used practically by concerned organizations, officials and experts.

1 wish to express my sincere appi’eciation to Professor Ishikawa, Dr. Thai and each research member for

their close cooperation extended to the study, and to the officials concerned for their valuable opinions.

March 2001

0

Kunihiko SAITO
President

Japan International Cooperation Agency






Preface

The joint Viet Nam Japan Project of the Study on Economic Development Policy in the Transition toward
a Market-oriented Economy in the Socialist Republic of Viet Nam, which we called in short Joint Vietnamese-
Japanese Research (JVIR), has just terminated its 6-year activities of an undertaking for "intellectual
cooperation" with the aim of advising various issues in designing and implementing the Five-year Social-
Economic Plans in Viet Nam. JVJR was agreed upon in the consultations between the Governments of Japan
and Viet Nam in 1994 and 1995 and was inaugurated in August 1995. The project was formally implemented
under the Japan International Cooperation Agency (JICAY's Social Development Studies Program as well as
Technical Assistance Program.

Under the agreement, the research was to be conducted jointly by Japanese and Vietnamese study groups
each consisting respectively of an average 20 academic scholars and high-ranking experts of a similar number.!
Japanese study group was supported by proféssional consultants. In fact, these research members were
regrouped into a small number of Study Group organized by different academic disciplines, and the joint
studies were carried on mainly through these Study Groups. Moreover, the whole studies were conducted in
three Phases and one Follow-up, and the Study Groups were specified for each Phase or Follow-up. .

Below, the names of the Study Groups with their main stud'y topics are shown according to this phasing,.

Phase 1 (August 1995 - June 1996)
Main topic: Issues relaﬁng to the draft documents about the 6th Five-Year Plan
(1) Macro-economy Group
(2) Fiscal and Monetary Group
(3) Industrial Policy Group

(4) Agricultural and Rural Development Group

Phase 2 (July 1996 - March 1998)
Main topic: Issues relating to the participation to AFTA/APEC/WTO, and Industrial policy
(1) Agricultural and Rural Development Groqp
(2) Participation for AFTA/APEC/WTO and Industrial Policy Group
(3) Fiscal and Monetary Pol.icy Group

(4) State Enterprise Reform Group

' By the end of Phase 2, the Vietnamese-side members of JVIR Study Group consisted solely of the high-levei officials
and experts of Ministry of Planning and Investment, but thereafter the high-level officials and experts of other Ministries:
Ministry of Finance, State Bank of Viet Nam, Ministry of Trade, Ministrjr of Industry, and Ministry of Agriculture and
Rural Development and Ministry of Labor, War Invalids and Social Affairs were permitted to participate in the JVJR
Study Group as t‘ullﬂedged members.
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Follow-up Phase (Juiy 1998 - July 1999)
Main topic: Issues arising from the impacts of the East Asian Economic Crises on the Vietnamese economy
(1) General Commentary Group
(2) Industry and Trade Group
(3) Fiscal and Monetary Matters Group

(4) Agricultural and Rural Development Group

Phase 3 (September 1999 - March 2001)
Main topic: Issues relating to the draft documents about the 7th Five-Year Plan
(l). General Commentary Group
(2) Trade and Industry Group
(3) Fiscal and Financial Reform Group
()] Agricultural and Rural Development Group

- (5) State-owned Entcrpriée Reform and Private SeCtor_Pfomotion Group

While conducting ihcsc studies, Wé held a large number of workshop either on the Study Group level or the
overall project level, and either in Tokyo or Hanoi. Work‘;ﬁop on overall pr'ojéct level numbered 12.2

The results of these studlcs and the policy options derived therefrom were published in official reports
_|0mtly by JICA and MPI.? In addition, we have attempted the commercial publlcanon of a book on overall

| results of JVJR at the stage of the Phase 2 end.*

In retrbspect, JVIR started at the period of Vietnamese economic development in which long years.of Indo-
Chinese War ended and the recovery from war-torn pfoductivc facﬂities and economic system minimumly
completed, and therefore, it became possible for the government to think over Vietnamese economic
development plans from a long-term perspective. We recognized on the other hénd, that the Vietnamese

economy was still at the embryonic stage of industrialization and market economy development. Hence, the

!  Phase |

Hanoi Preparatory Meeting (May 29, 1995); First Hanoi Workshop (August 28 29, 1995), Consultations on the
work plan for joint research (November 27-28, 1995, Tokyo), Tokyo Workshop (January 2R- 29 1996) Second
Hanoi Workshop (March {-2, 1996)

Phase 2
Tokyo Workshop (March 22-23, 1997); Consultations on the progress of joint research and announcement of results
(May 22-23, 1997, Tokyo); Hanoi Workshop (June 6-7, 1997),

Follow-up
Hanoi Workshop (July 20-21, 1999)

Phase 3

Tokyo Preliminary Meeting (May 30-31, 2000); Tokyo Workshop (July 26-27, 2000}, Hanoi Workshop (Decen‘ber
8-9, 2000)
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challenging task before us was, in a sense, how to combine the existing theories of development and other
disciplines with the practical knowledge of the Vietnamese economy to obtain the really useful prescriptions
for triggering the development process in such an early-stage developing country. In the more-recent years
when Vietnamese economy encountered a series of difficult issues from the international economic aspects,
the task was again quite new and challenging. It was to discover for a country of cmbryonié industrializations
those development policies that enable her to industrialize herself without resorting to conventional policy of
"infant-industry protection."

The results of the study have not yet been very satisfactory. But the progress achieved in the method of the
joint study has been satisfactory in that the relationship of mutual trust between the Vietnamese and Japanese
study groups and among all research members, and even deép friendship, have begun to take root while
tackling with these challenging tasks jointly. We both sides believe this mutual trust and friendship would
continue to alive even after this round of the joint research ended.

The Japanese side members of JVIR feel extremely fortunate that throughout these six years they have
been givén many opportunities to meet with the former Secretary General Do Moui, the present Secretary-

General Le Kha Phieu and other Vietnamese leaders and seek their opinions. These opportunities were

?  Phase } :
MPD‘JICA(IQ%)' Opin.ions of the Five-Year Plan for Social and Economic Development 1996-2000 in Viet Nam:
Vol.I General Comments, JICA, Tokyo.
MPUJ[CA(I996) Opmxons of the Five-Year Plan for Social and Economic Deve!opmem 1996-2000 in Viet Nam:
Vol.2 Macro Economy, JICA, Tokyo.
_ MPLIICA(1996): Oﬁfniohs of the Five-Year Plan for Social and Economic Development 1996-2000 in Vier Nam:
Vol.3 Fiscal and Monetary Policy, JICA, Tokyo.
MPLIICA(1996): Opinions of the Five-Year Plan for Social and Economic Development 1996-2000 in Viet Nam.
Vol 4 Industrial Policy, JICA, Tokyo.
MPUSICA(1996): Opinions of the Five-Year Plan for Social and Economic Development 1996-2000 in Vier Nam:
Vol.5 Agriculmral and Rural Development, JICA, Tokyo.
Phase 2
MPL/II ICA( 1998) .S'rudy on rthe Economic Developmem Policy in the Transition Toward a Market-Oriented Economy
in Viet Nam. Vo.1. General Comments/Agricultural and Rural Development, JICA, Tokyo.
MPUﬁCA(l998): Study on the Economic Development Policy in the Transition Toward a Market-Oriented Economy
in Viet Nam. Vol.2. Participation in AFTA /APEC/WTO and Industrial Policy, JICA, Tokyo.
MPUJfCA( 1998): Study on the Economic Development Policy in the Transition Toward a Market-Oriented Economy
in Viet Nam. Vol.3. Fiscal and Monetary Policy, JICA, Tokyo.
MPUJICA(I99.8): Study on thé Economic Development Policy in the Transition Toward a Marker-Oriented Economy
in Viet Nam. Vol 4. State Enterprise Reform, JICA Tokyo.
Follow-up o
MPLIICA(1999): General Commentary / Industry and Trade, JICA, Tokyo.
~ MPIICA(1999): Finuncial and Monetary Matters, JICA, Tokyo.
MPLTECA(1999): Agricuitural and Rural Development, JICA, Tokyo.
+  Ishikawa Shigeru and Hara Yoﬁosukc (1999): Viet Nam no Shijo Keizai ka (Marketization of the Vietnamese Economy),
Toyo Keizai Shinpo-sha, Tokyo.



instrumental in bringing depth and strength to our study and findings.’

The Vietnamese side members of the project express sincere thanks to JICA and its Viet Nam Office for
supporting its research activities particularly in Japan.

This Final Report is submitted herewith to the leaders of Viet Nam Government as well as to other government
agencies concerned. Also, we shall be presenting it to the interested parties in order to seek comments and

opinions that would be useful for the possible future joint Vietnamese Japanese Research along the similar

lines of the present work.
In addition, we have presented an Executive Summary in March 2001. This was prepared even before the
Final Report, as it was required that the fese_arch outcome of Phase 3 could be available even briefly before

the 9th National Party Congress. It is hoped that this Executive Summary will also be referred to by the

readers.

March 31, 2001, Hanéifl‘okyo

War — Steippn Sobnnen
Nguyen Quang Thai _ Shigeru Ishikawa

Vietnamese Cochair of the JVIR " Japanese Cochair of the VIR

Doctor of Lconomics ' Doctor of Economics
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ADB:
AFTA:
AICO:
APEC:
ASEAN:
CEPT:
CGE:
CIEM:
CIS:
CKD:
CMT:
CONCETTI:
CPI:
DSIL:
EAF:

GDP:
GRIPS:
G5O
HNU:
ICT:
IMF:

JICA:
IVIR :

LLDC:
MARD:
MITI:

Acronyms & Abbreviations

Asian Development Bank

ASEAN Free Trade Area

ASEAN Industrial Cooperation

Asia-Pacific Economic Cooperation
Association of South East Asian Nations
Common Effective Preferential Tariff
Computable General Equilibrium

Central Institute for Economic Management
Commonwealth of Independent States
Completely Knocked Down

Cut, Make and Trim

Consulting and Research Company for Technology Transfer and Investment
Consumer Price Index

Development Strategy Institute

Electrical Arc Furnaces

Foreign Direct Investment

Free on Board

Five-Year Plan

General Corporation

Gross Domestic Product

National Graduate Institute for Policy Studies
General Statistics Office

Viet Nam National University, Hanoi
Information and Communication Technology
International Monetary Fund

Information Technology

Japan International Cooperation Agency

Joint Vietnamese-]J apanese Research
(ofﬁcially' .“the Study on the Economic Deveiopment Policy in the Transition toward

a Market-oriented Economy in the Socialist Republic of Viet Nam”)

Least Less Dc\;eloping Country

Ministry of Agriculture and Rural Development

Ministry of International Trade and Industry

{currently “the Ministrjr of Ecoﬁomy, Trade and Industry™)
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MNC: Multi-National Corporation

MOF: Ministry of Finance
MOI: Ministry of Industry
MOSTE: Ministry of Science, Technology and Environment
MOT: Ministry of Trade
MPL: Ministry of Planning and Investment
NEU: Nationai Economic University .
NISTPASS: National Institute for Science and Technology Pblicy and Strategy Studies
NPL: Non-Performing Loan
NTB: Non-Tariff Barrier
ODA: Official Development Assistance
00G: Office of Government
| PCE: People’s Credit Fund
PE: Polyethylene
PP: Polypropylene
PPH: National Political Pubiish House
PRSP: Povérty Reduction Strategy Papers
PVC: Polyvinyl Chioride
SBV: State Bank of Viet Nam
SI: ' Supporting Ihdustry
SME: Small and Medium Enterprise
SOCB: State—O.wned Commercial Bank
SOE: State-Owned Enterprise
SS8C: Southern Steel Corporation
535C: State Securities Committcc
TISCO: Thai Nguyen Iron and Steel Corporation
TVE: Township and Village Enterprise
UNDP: United Nations Development Programme
VASI: Viet Nam Agriculteral Science Institute
VAT: Value-Added Tax _
VBA: Viet Nam Bank for Agriculture and Rural Development
VBP: Viet Nam Bank for Poor
VNCC: Viet Nam Cement Corporation |
VSC: Viet Nam Steel Corpofatibn
WEI: " World Economic Institute
WTO: World Trade Organization
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1—-1
Progress of Joint Studies in Phase 3

Le Hong Thai

Ministry of Pianning and Investment
1. Background and study contents of Phase 3

In late 1995, rural areas of Viet Nam were the home of 80% of total population and about 70% of the labor
force. Agriculture played a very important role, contributing one-thirds of GDP and 40% of national export
turnover. Acknowledging such a vital role of agriculture sector in the economy, the study progfam on agricultural
and rural deveiopmcnt has been carried out simultaneously with the implementation of the project “Policy
and Strategy Research for Econi:_»mic Development in Viet Nam”

'From 1995 to late 1999, Phase 1, Phase 2 and other interim phase were implemented place in focusing on
the following subjects:

- Increases in food production
- Agricultura! diversification
. - Rural micro-ﬁnaﬁcé and farmers’ organizations -
C . .Major export products of agriculture and rural areas
- Inform.ation.and data oﬁ non_;agricultural employment in rural areas
- Agricultdral and rural infrastructure
- Situation of rice production, post-harvest technology, rice market and agricultural support services
- Surveys on household economy in Thai Binh, Can Tho, An Giahg, Nihh Binh and Dak Lak provinces

For the past four years from 1996 to 1999, the agriculture and rural areas in Viet Nam had obtained remarkable

achievements and contributed to national economic developmcht and social stability. The high growth rates
i of the agricuiture sector have been é_ccn for several years, high export have been achieved in products such as
rice, coffee and seafood, and rural infrastructure system and rural population’s living standard have much
been iniproved.

However, the development of agriculture and rural areas has been facing with a lot of constraints, such as
~alow level of rural resident;s income and iabor productivity, a huge redundancy of rural labor force, a high
im_;':idencc of hunger and pdverty households. Imprbving rural population’s income and alleviating poverty
' are considered to be vital objectives that need to be'_achieved for the sake of .agn'cultural and rural de.velopment.
Therefore, Phase 3 focused on the following subjects: o

Subjecr 1: Research bn'agricul'tural structure and household economy to propose appropriate measures to



increase agricultural productivity and rural residents’ income. The research team conducted a survey on a
total of 200 households in 2 communes, one in An Giang province and another in Ninh Binh pfovincc, in
which 160 households were selected in each commune. Furthermore, the research team paid due attention to
the following issues:
- Agricultural statistics: in order to assess achievements as well as constraints in this field for a better
supply of required information and data on agricultural and rural development
- Changes in agricultural land use in Red River Delta: in order to review the situation of land
accumulation, landiess and small land owned households then find out the relation between land
accumulation and household income
- Farmers’ organizations (cooperatives, rural financial organizations): Although this issue had been
- reviewed from different aspects, this research aimed at providing update information, assessing and
analyiing comprehensively activities of those farmers' institutions as well as their roles in agricultural
and rural development
- Measures to improve rural populat'ion’s income: The research aimed at proposing effectively
comprehensive measures to help increase rural households’ income
Subject 2: Research on rural industry dcvelopmf:ﬁt to assess potentials for rural income improvement from
non-agricultural activities. At present, there has been a'huge redundancy of labor force in rural areas. Especially,
in the Red River Delta, where land per capita is only 50011?, rural labor force has beeh_ employed for only
three to four rﬁonths' and they have a long idle time of eight to nine months anhﬁally. Consequently, rural
population has a very low income and the rate of houscholdé under the pbverty lim; is high.
Subject 3: Research on poverty situation and poverty alleviation measures in mountainous and remote
areas. Although Viet Nam has so far paid much attention and therefore obtained consideﬁbie achievements
in poverty reduction, the rate of poverty is still high, especially in mountainous and remote areas. Accordingly,

the research aimed at reviewing different approaches and proposing appropriate measures for poverty

atleviation.

2. Research organization

On Japanese side; Prof, H.ara was the team leader; Prof. Izumida, Prof. Sakurai, Prof. Ikemoto, Mr. Shindo
and other experts were members. Prof. Izumida and his assistant - Mr. Shindo - were in charge of subject 1
and the final report. Prof. Sakurai and Prof. Tkemoto were in charge of sﬁbject 2 and 3 respectively.

On Vietnamese side: Dr. Le Hong Thai was the team leader. The members were:. ffof. Nguyen Sinh Cuc,
Director of the Department for Agro-Forestry and Fishery of General Statistics Office; Pfof. Nguyen The
Nha, National Economics University; Dr. Dang Kim Son, Acting Director of the mfmﬁon Center of Ministry

of Agriculture and Rural Development; Dr. Nguyen Van Tiem, Director of Center for Agriculture and Rural



Development Advises of Viet Nam Farmers’ Union; and several experts of the Department of Agriculture
and Rural Development of MPI. Experts of relevant departments within MPI, provincial departments of
planning and investment and other relevant ministries and corporations also participated.

The fesearch groups prepared the research outline, collected information and data through discussion with
relevant ministries and localities, organized seminars, prepared reports of specific subject and carried out
household surveys in several localities.

In order to facilitate the research progress, Ministry of Planning and Investment issued 14 official letters to
other ministries, corporations and departments of planning and investment in relevant provinces, requiring
them to give necessary assistance to the research teams.

During the research process, the research teams met and discussed with officials in a total of 31 provinces,
ministries and state agencies, of which:

- Inlocal level: there were 19 provinces: Cao Bang, Bac Kén, Lai Chau, Son La, Nam Dinh, Ha Tay,
Ninh Binh, Nghe An, Thua Thien Hue, Quang Tri, Quang Nam, Ninh Thuan, Gia Lai, Kon Tum, Dac
Lak, Lam Dong, Binh Phuoc, Long An and An Giang.

- Atcentrat level, there were 6 ministries and state agencies: Ministry of Labor, Invalids and Social
Affairs, Ministry of Agriculture and Rural Development, Central Committee for Ethnic Groups &
Mountains, State Price Comrﬁittee, Ministry of Communication and Transportation, State Bank of

: .Viet Nam
- QOther agcﬁciés: Art and Literature Magazine for Eth.nic Groups and Mountains, Yiet Nam
C(_)rporation of Garment & Textile, March 8th Textile Company, Institute of Social Sciences in Ho

Chi Minh City
3. Research output

There are the following reports:

Structural transformation in land use in Red River Delta

Role of rural institutions in improving production efficiency and agricuitural household’s income

.Poiic'y for raising income of rural households and promoting their participation in economic
development of rurai households in Viet Nam

- Overview and perspcctivcé of agricultural statistics system in Viet Nam

- Issues of changing agﬁculiural structure in Viet Nam
© - Microanalysis on the Vietnamese agriculture - Results of the field survey

- Poycrty alleviation iJoiicy for ethnic minorities: a capability approach

. chionalify of rural industrialization '

- Documents in the workshop on rural industrialization organized in June 25 - 26 2000 in Hanoi,



including 28 papers written by Vietnamese and Japanese scientists and project managers
- Changes in international rice market and rice export policies of Viet Nam

- Summary report of the research group
5. Major findings and implications

From the above reports, discussions and other observations, the following findings and implications are
perceived:

(1) Inrecent years, the statistics sector of Viet Nam has made great efforts in its professional tasks by
applying various survey methods such as sample suﬁey, entire population survey, regular data collection,
etc. Therefore, the database system has basically satisfied requirements for management and research
on agriculture and rural areas.. However, many existin'g constraints caused by “achievementism™ and
poor professional skills of statistical staffs have resulted in shortﬁgc and/or inaccuracy of some
necessary data. Moreover, a limitation in financial budget has also led to a shortage of needed sdrveys
and facilities.

(2) .The Red River Delta, characterized by smail land per capita, has a traditional and close 'com:ﬁunity
relationship, and its agricultural land is considered to be a préciouS asset that produces the main
income for local people. Thus, land. purchasing and other forms of land accumulation are rarely found.

&) Financial organizations su.ch as Viet Nam Bénk for Agriculture, Bank for the Poor, People’s Credit
Fund and other formal financial institutions have played a vital role in agricﬂlﬂm: and rural development.
The transformation of agricultural cooperatives under the.Coope.rative Law has been rapidly
implemented but many of them remain perfunctory, which lowcrs.cconomic efficiency. This situation
has mainly resulted from a weakness in managerial ability of cooperative staffs and small-scale
production and business. Successful cooperatives have focused their operatibns on agricultural input
supply services. _ :

(4) The research has summarized major policies on job creation, agricultural productivity increase and
household income improvement. It also proposed some development models that should be widely
applied, such as models of the linkage between processing enterprises and materials supplying a.réas;
economic contract based systems development; \;'olur_ltary economic cooperation development; and
human resource development. The research implied that égricullural households should be regarded
to be active autonomous economic units in rural development programs.

(5) Major measures for rural industrialization have been proposed such as specifying priority .areas,
strengthening the role of the State in planning, policy mékjng, infrastructure improvement, ﬁnénéial
support and training. The district level should be considered to be a basic unit in rural industrialization.

Rural industries shouid be developed in using available local materials, applying advanced technologies,



and expanding consumption markets.

(6) Although Viet Nam has put much effort to and achieved significant positive changes in poverty
alleviation, there have been various constrains. Poverty incidence is still high, especially in nountainous
and remote areas, due mainly to small-sized cultivated land and poor infrastructure, Shifting cultivation,
although much reduced, has been still popular because many people lack of cultivated land and live in
poor conditions. It is proposed that the definition of hunger and poverty situation should be
supplemenied because the existing approach tends to ignore the diversity and complexity of the situation
of minority people.

(7) Itis predicted that in the next 5 to 10 years, the agriculture and rural sector will be still important
because rural areas are home to 70% of total population and this sector employs about 60% of labor
force, and rice has been still a major agro-product. In the past years, rice export had reached a record
of 4.5 millions ton, generating over USD 1 billion. ﬁowever, this item is facing with difficulties in
export. In 2000, rice export was only 3.5 million ton, export price down USD 47 per ton from 1999

| and USD 87 from 1998. Therefore, the most important thing is to strengthen structural transformation
of the agricultural and rural economy. Even in rice production there is a need of transformation. 1t is
essential to increase product valuc per hectare of cultivated land by growing high value and new
crops. More investments should be given for the improvement of rural infrastructures—electricity,
road, irrigation and drainage works, research institutes, health care centers and schools—and due

attention should be paid to human resource development in agriculture.and rural areas.
6. Conclusion
For a short time, the research teams have completed a number of studies and produced some strategically

important findings and implications that can be used as a premise for preparing agriculture and rural

development policies in coming years.
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The International Rice Market

Yonosuke Hara
University of Tokyo

Primary products and economic development

Since the middle of the 19th century, the growth of primary-products exports has greatly stimulated economic
development iﬁ Asia. It was not only the increased export of plantation products, represented by mbber and
.sugar, but also of rice, the principal food in the Asian region, that played an important role in drastically
transfomﬁng the Asian economy, triggering the region’é economic growth during the era of “forced free
trade.” The rise of rice ekports was realized by expanded rice preduction in the delta developed in the
downstream area of the Irawaddy, Chao Phraya, and Mekong Rivers. This was an economic expansion that
was made possible by exploiting land resources that had been virtually unused until then.

Since the mid ZOth century, when naﬁon-statcs were born in Asiz, industrialization became a major policy
target in various countries. Duriné thel course of industrialization, the importance of the export of primary
- products gradually declined in national economies. In this regard, the rice-exporting countries in Southeast
Asia were not exccptibns. In Thailand, rice farmers had to tolerate rice prices far lower thaﬁ the international
price due to a “rice premium” and an export tax, both of which were imposed in order to stabilize domestic
rice price and to secure revenue for the government. In Burma, the government set the compulsory rice-
purchasing price very low, incorporated that in the national policy, and justified that policy as necessary to
establish a socialist nation on its own. In South Viet Nam, rice production was greatly affected by the unstable
conditions resulting from escalation of the liberalization war. Cbnsequently, the export from these countries,
which early in the 20th century were rice granarics, became very sluggish.

In Thailand in the early 1990s, agricultural policies were liberatized in connection with the nation’s increasing
participation in the world economy. Also, Burma and Viet Nam began to shift toward market-oriented
economies. Accordingly, the rice-producing economies in those countries were directly exposed to the
international grain market. As a result, Thailand and Viet Nam were able to recover their positions among the
world’s leading rice-exporting countries, as they are at prcscﬁt. In addition, although in Burma the pace
toward economic reform is still uncertain, that nation is expected tobe a large-scale rice-exporting country
after its economié rc.fonn program progresses a little further. However, compared with the late 19th century,

| it is certain that the time when rice exports coutd lead the development of a national economy has already

passed.



The international grain market

An examination of price trends in international markets reveals that for the period for the 19th century and
early years of the 20th century the relative prices against for manufactured products have shown the upwards-
trend. Late in the 20th century, however, the relative prices of primary products showed sharp declines. From
the 1960s until the mid-990s, the prices of primary products plunged by 40%, and the profits from the export
of such products fell accordingly steeply. The trend was exactly the same in regard not only to mineral
products but also to agricultural products, including grains such as rice and wheat. Such price trends in
international markets constituted one reason that the export of pﬁmary products lost its stimulating effect on
the economic'dcvelopment of Asian countries. The change in relative prices was brought about by technological
innovation that resulted from new knowledge, which had become the most important factor affecting the
dynamics of the world economy. The aforementioned price trends also dramatically reduced the economic
scarcity of what in the past had béen regarded as production prerequisites, such.as land. This meant that the
production shifted greatly from land which is immobile, to capital, information, and knowledge, which are
highly mob.ile.

The relative intcmﬁtiohal prices of grain foods against world consumer prices, declined grcéﬂy in the latter
part of the 20th century. The relative price of rice per ton fell by 64%, from USD790 in 1950 to_USDZSO iﬁ
1995. The prices of wheat and corn decreased .similarly. In spite of this im'cc trend, food productidh per capita
in Asia as well as in the world as a whole increased greatly. The index of food production per capita, using the
year 1980 as the baseline figure of 100, rose in 1997 to 110 for the world as a {vhole, and was 192 in Chinéi,
181 in India, and 144 in other areas of Asia. The only region that recorded an obvibus decrease was Africa.
Except in some regions, at present the world seems to maintain the abi.lity to expand food production at a pace
exceeding its population growth. Food production per capita, even if it fluctuates widely every year, tends to

show an apparent upward trend, without any substantial decrease. In that sense, it can be said that “Malthus’s

prediction™ has missed the mark.
The thin and unstable international market for rice

The amount of rice supplied to the international market is small compared to the total amount produced.
Thus, the international market for rice is a “thin™ market in which the international price fluctuates in a short
period of time. The situation in the rice market is unlike that in tﬁe manufacturing industry, which is suéhfhat |
when prices start to decline the volume of shipments to the market. can be changed by retaining a greater
volume of products as inventories .or by iowering the production, 50 that the prices of products can be kept at
a certain level and thé products can be sold at “fix-prices” or “adrﬁinistrative pri.ce's." In contrast, for a grain

such as rice, it is difficult to adjust inventories, because storage capacity is limited. Besides, it is impossible to
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control production after crops are planted, even if prices start to fall. Therefore, the prices of rice fall steeply
when harvests are abundant, even if only slightly so, because almost all of the products are soid in a short
period of time after being harvested. Agricultural products are products that have to be dealt at “flex-prices”
or “competitive prices.”

The short-time fluctuation of food prices creates economic crises such as either plungihg prices due to an
abundant harvest or a famine due to even a slightly bad harvest. A famine can occur even if food production
in a country or region as a whole is sufficient. Even only a small decrease in supply resulting from a bad
harvest can trigger a rise.in prices, and, speéulative behavior accelerates the price increases. As a result,
people who lack purchasing power become unable to buy rice foods. This is how a famine occurs. In Bengal
in 1943, when food prices jumped up, the social stratum whose members had to buy foods from the market
suffered from famine (Poverty and Famine by Amartya Sen) In 1997, Indonesia, faced with a currency crisis,
experienced a similar situation. _

How can we control_thg' short-term fluctuations and stabilize the prices of foods, which are basic everyday
needs of people? This is a question that has been asked since the beginning of human history, and it is one that
continues to reveal to a majdr problem that is yet to be solved even now, at the end of the 20th century. In
order.to- stabilize domestic food prices, policy intervention of various forms have been carried out individually
in so-called advanced countries. However, these interventions have ended up as supported-price policies that

resulted in excessive stockpiles of grains. On the international level, in the 1950s there was adopted the
International Wheat .Ag_reement, by whnch both exborting and importing countries manage buffer stocks. But
eventually that sbhemé faile.d. to function, because exporting countries were not satisfied with price levels
when tﬁe harvest was bad, and importing countries Werc not satisfied when the harvest was good. Because the
international rice market is “thinner” than even thét for wheat, it is extremely difficult to stabilize the rice
price intemationalljf by means of buffer stocks. Although the era of globalization has begun, international

collaboration rcgafding food-price stabilization has hardly broken ground.
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Rice Price Deflated by World Consumer Price Index (1995=100)
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1. Introduction

The Team of Agricultural and Rural Development has analyzed many issues rcgarding to Vietnamese
agriculture and rural areas from various standpoints in Phases 1 and 2, and a follow-up study of the Project.
Their results are embodied in three volumes of reports, indicated that the most fundamental problem with
Vietnamese agriculture and rural sector in general is an abundance of rural labor force. As confirmed later via
statistics, a prominent characteristic of Vietnamese agriculture lies in the smallness of farming size, causing
the low labor productivity and low income of agricultﬁ}al sector. The expansion of agricultural land in Viet
Nam is difficult due to the limited national land area. Hence, if agricultural pdpulation remains unchanged,
this characteristic will be continually the constraint factor for agricultural and rural development.

The study of.the Agricultural and Rurat Development Group in Phase 3 focuses on the abundance of rural
labor and problems stemming from this situation. Three subtopics are given: (1) How to organize agriculture
under the circumstances of abundant labor and limited land area, (2) how to utilize agricultural laBor in other
sectors, and (3) how to mitigate poverty in the handicapped areas. These subtopics have been selected out of
concern for stirplus labor in rural areas, which is the problem behind a variety of issues in rural Viet Nam.

This paper deals with the first subtopics, discussing .how to 6rganiz¢ Vietnamese agriculture. Of course,
this is a challenge related to the :vision.of the future agricultural structure in Viet Nam. Iﬁ more concrete
terms, the future direction of Vietnamese agriculture is cxaﬁﬁned in light of a change in the agricultural land
area; the number of agricultural households and changés thereof; the distribution c;f production units by size,
and changes thereof; the actual growth of the agricultural sector; the coi‘npositioﬁ of agricultural household
incomes and changes thereof, chénges in the employment situation; the number of landless households and
changes thereof; the state of mechanization; trends in large-scale farms; the diversification of agriéultural
production; the commercialization of agriculture; changes in the land itself; labor mobility; and the changing
use of land for non-agricultural purposes. _

In Viet Nam, the term “agriculfural structure” often mcéln§ the share of tﬁe agricultural industry as a part of
the national economy, or the composition of agricultural products in total production. In this report, however,
agricultural structure means the constitution of agriculture as an industry. Needless to say,: agricultural land
and production units are two basic eleméhts of the agricultural structure. Hence, it s_hould be noted that
broadly speaking, the combination of agricu]tﬁral land and production units is diséusséd here.

In the following section (section 2) the characteristics of Vietnamese agriculturé are discusséd, taking into
account the quantity, combination and distribution of agricultural resources—Iland, and agricultural labor or
the number of agricultural households. Given such stmctufal characteristics of Vietnamese agxiéulture, S¢<_:ti0n
3 examines how the agricultural household income and the employment status changed with the growth of
agriculture in the 1990s. Section 4 discusses how the agricultural structure is changmg, from three viewpoints:

an increase in the landless or near-landless, agricultural mechanization, and the appearance of agricultural
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production units called “farms.” Section $ presents the basic standpoint that the decision-makers should have

about the changing agricultural structure, and discusses the contents of the 1998 land law. Section 6 is the

conclusion.
2. Characteristics of Vietnamese agriculture

1) Agricultural land

To begin with, let us confirm the quantity of the resources of Vietnamese agriculture.

One of these is agricultural land, which accounts for 7,800 thousand hectare, or 21 percent of the total
national land. Two figures listed above are bigger than those of Japan, but of course ratio of agricultural
land in total is intémationally regarded as low. _

Agricultural laﬁd in Vietnamese agricultural statistics is classified into four categories: paddy land,
annual crop land excluding pdddy land, perennial crop land, and others (including water surface). Land

other than agricultural land, used by agricultural households consists of land for housing, forest and other

areas (wasteland, etc.).

Table 1 Change in agricultural land area in Viet Nam _
: (Unit: 1000 ha)

Total Land for annual crop in which Land Land for

Y gar agricultural land | . including paddy land for paddy perennial crop Others
1985 6492.2 5615.8 , 4296.5 804.8 71.6
1990 T 6993.2 . 5339.0 . 4108.8 1045.1 609.1
1993 1348.4 55238 42524 1247.1° . 5575
1995 7357.8 54032 4203.2 1347.9 606.7
1997 7843.1 5667.7 4199.5 1533.5 641.9
97/85 1.21 1.01 0.98 1.91 323

Source: Nguyen Sinh Cuc 1995 and GSO 1999
Note: “others” in this table includes land for feed, and other land (water surface and so on)

As shown in Table 1, more than 70 percent of the agricultural land is annual crop land, including paddy

field. Perenﬁial crop land accounts for about 20 percent. The other two categories (“others” in the Table 1)

' décupy only a small pért.' It should be noted that the figure for ﬁsh-raiéing ponds (included iﬁ “Othérs” in
the table) is rela.tively large. This .reflects the high share of aquaculture in Vietnamese rural sector.

Concerning the increase in agricultural land, the growth rate is not high. From 1985 to 1997, it increased

by 20 percént, or'a.'t an annual raté of .I 6 percent. Most of Lhé increment was land for perennial crops. On

the co'n_trary, the area of land for annual crop remains much the same. It is in the Central Highlands and the

Nﬁrtheast South that the agriéulturﬁl land area ha_s increased considerably. In particular, the perennial crop

l'érnd hars-rexpa‘n_def_.l cohsiderably._ In the Central Highlands, land for industrial crops such as coffee and

rubber has increased. In the Red River and Mekong River Deltas, agricultufal land did not increase. The
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observation suggests that in Viet Nam, particularly in the plane areas, the expansion of agricultural land
has almost reached its limit. Apart from in certain regions, the further expansion of agricultural land seems
difficult.

Table 2 shows the irrigated land as a percentage of the annual crop land area, suggesting the improvement
in the quality of land'. It is important that the amount of irrigated land increased in general from 1993 to

1998 as a result of the government’s active investment in irrigation. The greater amount of irrigated land

means an improvement in the quality of land?.

Table2 Change in quality of annual crop land

{unit: %)
Region Imrigated in 1993 | Imrigated in 1998
Northemn Uplands 303 . 419
Red River Delta 90.0 93.7
North Central - ' 50.4 - 583
Central Coast 56.9 63.7
Central Highlands : 23 45.2
Northeast South 333 569
Mekong River Delta 41.5 90.0
All Viet Nam 46.4 709

Source: GSO 1995 and GSO 2000

-Aﬁricultural labor force _ _ N _

The next matter to be discussed is the state of agriculfural lab_or_ force. Three factors, that' is, the number
of agricultural households, the agricultural population, and aériculniral labor will be dealt with. Prior to
handling each of these, however, let us briefly look at changes in the Vlietnar'ncse. population. |

According to a pfeliminary report of the 1999 population census, the total Vietnamese population as of
April 1, 1999, was some 77 million. And 76 percent lived in rural areas?, showing that Vietnamese rural
areas hold the overwhelming majority of the population,

The average annual growth rate of the population from 1989 to 1999 was 1.7 percent for the whole

These figures are based on Viet Nam Living Standard Surveys (VLSS) conducted in 1992-93 and 199'7;98 (hereafter,
the 1992-93 VLSS and the 1997-98 VLSS are referred to as VLSS§93 and VL‘SS98 respecuvely) ln some reglons the
.sample size is too small and the resuits of VLSS may demonstrate |rregular ﬁgures For example, accordmg to Table 2,
the percentage of imigated land in the Central Highlands was extremely small in 1993, compared wuh that in 1998, This
is probably because the sample size was small and abnormai values affected the result. The other ﬁgures in the table do
not seem unreasonable. The content and problems of VLSS will agam be mentioned later. See note 11. _

However, there is another problem with the quality of agricultural land in Viet Narn, the widely scattered nature of the
land, which has not yet been resolved.

Definitions of rural areas and farming household may differ among statistics, such as VLSS and GSO's agncultural
statistics. In the terms of the census, a rural arca means a commune as an administrative unit. Hence, residents in

communes are included in the rural population, while resu‘lcnts in wards or district towns are mcluded in the urban
pcpulauon
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country, 3.6 percent for urban areas, and 1.2 percent for rural arcas (Sce Table 3). Although the growth rate
for urban areas is three times as high as that for rural areas, it should be noted that the rural population
continued to increase by over one percent. As for the growth rate for the whole country, 1.7 percent was the
lowest in the past 45 years. This indicates that the population growth has in effect been restrained®. The
growth rate in each region is 1.4 percent in the Red River Delta and 1.1 percent in the Mékong River Delta.

The population in the Central Highlands grew as much as 4.9 percent because of migration.

Table 3 Average annual growth rates of population from 1899 to 1939

Region Growth rate (%)

Whole country 1.7 %
Urban 3.6
- Rural 1.2
Red River Delta 14
North East 1.5
North West ' 21
North Central 1.4
. | Central Coast 1.6
Central Highlands 49
Northeast South 26
Mekong River Delta 1.1

Source: CCSC 1999

Table 4 shows a chénge in the number of agricultural households, the agricultural population and
 agricultural labors. HoWevcr, the ﬁgﬁrcs are not consistent because these are based on different statistical
sources. Moreover, definitions of the agricultural household, the agricﬁltural pdpulation and agricultural

| labor are not clear, and there arc ambiguity aboﬁt the relationship between those definitions and the definitions

of the census and VLSS, This matter must be cleared up in the future in cooperation with Vietnamese

authorities.

~ Table 4 Change in the number of agricultural households,

agricultural population and agricultural labors

Year Number of agricultural -~ { Agricultural population | Agricultural tabors (1000 persons)
: households (1000 households) (1004 persons) (a) (b)
1985 8315 - - 41244 18,808 15,665
1990 9357 45413 21,863 17,678
1993 _ 10281 49574 23,7060 22813
1995 10468 50335 ‘ : - 24,041
1998 10981 : 52668 - 25,302
98/85 1.32 1.28 - 1.61

Source: Nguyen Sinh Cuc 1995 and GSO (999
Note:a) Data from Nguyen Sinh Cuc 1995 '
b) Dgta from GSO 1999

*  Viet Nam received the 1999 UN Population Award.
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According to the Table, the number of agricultural househoids in 1998 was 11 million, the agricultural
population was 53 million, and the number of agricultural workers was 25 million. These numbers increased

at much the same pace with, or more rapidly than, the growth of the rural population.

3} Distribution of agricultural land

Let’s examine how agricultural land is distributed in relation to labor, taking into account the above-
mentioned state of agricultural fand and labor force. First, the agricultural land per person can be calculated
dividing the total .agricultural land area by Viet Nam’s population. The result is just 0.08 ha, indicating
land/ population in Viet Nam is quite small.

In terms of land per agricultural household in 1997, it was computed as 0.72 hectare. This figuee is far
smaller than that of Japan (about 1.3 hectare). It is certain that the farming size of Vietnamese agriculture
is extremely small compared with other countries.

Of course, the agricultural land area per household .differs considerably according to region. In the Red
River Delta, for example, there are 2,643 thousand householdé on an agricultural land area of 672 thousand
hectare, and the average agficultural land area per hc:;uschold is 0.25 hectare. In the Mekohg River Delta,
there are 2,261 thousand householcis on an agricultural land area of 2,632 thousand ha, and the agricultural
land area per household is 1.16 ha. |

Second, tﬁe distribﬁtion 6? agricultural land should be analyzed. Although the data is not up-to-date,
Table 5 indicates the distribution of farming'unit.s by farm size on the basis of ﬂ'lé 1994 agricultural census®.
In the Red River Delta, farming units of Iéss than 0.5 ha, except for landless houSehplds, a_ccount for 96
percent of the total. In the Mekong River Delta, farming uﬁits from 0.2 hﬁ to 3.0 ha account for 89 percent.
Farming unit sizes tend to be concentrated in several median brackets. In othér'regioné, there is no significant
difference in the farm size among farming units. The distribution of farming units by farm size is typically
unimodal.

The homogeneity in the farm size is, of course, a resﬁlt of Sbcialist Viet Nam’s p;olicy of equal distribﬁtién
of agribultural fand. It s.c'ems, however, that this homogeneity has gradually ché_ngcd with the growth 6f '
agriculture and the national economy, during the 19905._ Wé wbuld like.to fetum to this matter later, though

it is difficult to clarify this matter.

*  The national average in the table may cause misinterpretation. It seems 1o irhply that a difference in the regional i_and
availability is equal to a difference in the agricultural land distribution structure. Therefore, land distribution in each
region needs to be dealt with separately. ' '
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Table 5 Distribution of agricultural households by land sizes: 1994

Agridand| Rural - Shares of no. of households (%) Av:rage
area HH land- 02 0.5 10ha |per house-
(1000ha)| (1000) | less (;hfh'; .5k | -tna | P8 3:ha ) SA0m e | hold (ha)
Northern Mountain 1,741 1,886 0.8 255 § 49.1 17.2 6.9 0.4 0.1 0.0 092
Red River Delta 712 2,533 08 | 455 | 504 3.2 0.1 0.0 0.0 0.0 0.28
North Central Coast 670 1,519 23 307 | 547 1122 1.1 03 0.1 0.0 0.44
South Central Coast 545 950 1.4 280 | 462 | 176 64 0.3 0.1 0.0 0.57
Central Hightands 629 387 08 102 | 323 | 325 | 229 0.2 0.2 0.0 1.63
Northeast South 956 477 17 95 275 1 297 | 279 28 0.8 0.1 2.00
Mekong River Delta | 2,654 1,756 a7 6.2 25.7 30.7 325 36 0.7 0.1 1.51
Whotle country 7907 | 9,529 1.1 269 | 40 | 162 1 105 1.0 02 0.0 0.83

Source: GSO 1996

Apart from land and labor, the remhining production factor is capital (fixed capital stock). Though the
use of capital must also be described, it will be dealt with in section 4, which handles the changing agricultural

structure.
3. Growth of Vietnamese agriculture and poverty alleviation

1) Growth of agriculture _

Agriculture in Vie.t Nam has shown high growth since the launching of the “doi moi” policy. As has
already baen indicated by some rep(_)rts:, the gross added value of agriculturé has increased at an average
annual rate of more than five peréent (see Phan Doénh 1999, Izumida 1999, and Socialist Republic of Viet
Nam 1999). The growth rate of agricultural output for food in the past decade was 4.3 percent, 10 percent
for industriat crops, and 5.4 percent for livestock products. Concerning rice, the major crop of Vietnamese
agriculture, its production grew at an average annual rate of 5.2 percent from 1988 to 1998. _

As these ﬁgﬁre_s show, regarding the.decade of up to around 1998, Vietnamese agriculture achieved
remarkable growth®, fnstahility in production was significantly reduced as seen in the trend in rice production
(Izumida 1999). There is stilt uhcertainty ét regional‘ levels, but agricultural output at national level is less
likely to fall sharply. _

_ There aré_ several _factoré that brought about the growth. of agricultural production. The most important
one is the 1_986 doi moi policy, which transformed the conventional production system based on the'planncd
economy, and increased'inceﬁtives to raise agriculfural outpﬁt. Under this policy, agricultural households

. were regarded as independeht productior units, and given freedom of production and crop disposal. In
addition, an increase in investment in infrastructure helped establish a basis for agricultural development.

* Itis also important that agricultural product prices rose in relation to factor prices at least until 1998, and

5 But since 998, the growth has slowed down and agr.icullural.pric&s had also begun to fall.
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that technology developed overseas, including new varicties of rice, could be available. The latter means
that Viet Nam could enjoy what is called a latecomer’s advantage. VBARD's disbursement of credit also
contributed to the development of Vietnamese agriculture. Deregulation in the distribution sector and the
introduction of competition were alse important (see Izumida 1999).

It is the key to the next decade of Vietnamese agriculture whether such high growth experienced in the
1990s can be sustained or not. If a high growth rate can be expected, it may be possible to follow an
agriculture-led development stfategy fdr rural areas (UNDP and MPI 2000, p.v). But such optimism does
not seem justified if we consider the history of various countries. There have been few cases where agriculture
has continued to grow at over five percent for more than two decades. Furthermore, an ovcrsupply of food
is projected for Asia. China has already suffered from an oversupply pfoblem of agricultural products. It is
certain that Myanmar and Cambodia will enter into international rice market. Vletnamcse agnculturc may

no longcr see such a golden age as in the 19903 In my opinion, it is not wise to take an opnmxstlc view of

the next decade of Vietnamese agriculture.

2) Changes in income of agricultural household _

As a result of the growth of agriculturé, incomes of agriculturai household have also been on the increase.
As is shown in_ Table 6, which indicates a rise in rural houschdld incomes baséd o'n.VLSS93 and VLSS598,
real agricultural incomes at 1998 price grew Signiﬁcantly. 1t should also be noted thaf the share of the
égricultural incoﬁle as a portion of agricultural hbusehold incomes increased from 1993 to 1998. Natura]ly
the share of non-farm incomes declined”. It can be said that the increase in rural household i incomes in the
period between 1993 and 1998 was primarily a result of agricultural development _

Notwnhstandmg the above according to a VLSS98 table that shows sources of income by expenditure
brackets, the income® of the bracket with the highest expenditure per person is derived from non-farm self-
employment, or wages, rather than agricuhuré. In the Central Highlands, the Mékong River Delta and the
Northern uplands, incomes are mainly derived from agriculture. In the Northeast South and the Red River
Delta, which include large cities, incomes are mainly gained from non-farm self-employment. Tﬁat is, the
income composition of general houscholds is 'probabiy defined by regional conditions (&e labor or product
market) which create opporcurﬁties for developing self—employment businesses or empl.o'yment. Thérefore,
the statement that the growth of agriculture is the most importaﬁt factor in increasing household incomes
drawn from Table 6, is not necessanly correct. In terms of the income structure of household in general, an

increase in non-farming activities lcads to an increase in incomes.

7 “Non-farm enterprises™ in the table mean business dene by farm household based rhainly on self-employment. The cases

which farmers are paid wages by outside employers are rarely seen.

8 Inthis case, rural and urban households are not differentiated.
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Table 8 Sources of household incomes in rural Viet Nam

Source of income

Growth rate in 1993-98

Share of income

1993 1998
Agriculture 60.6 37.2 46.8
Non-farm enterprises 30.5 18.7 19.2
Wage income 0.1 219 17.1
Others (pensions, etc.) -2.8 22.2 16.9
Total 27.6 100.0 100.0

Source: Joint Report 1999, p.51

Accbrding to the composition of agricultural revenues (Table 7), rice occupies the largest share. Rice

accounted for about 44 percent in 1998, but this figure dropped by seven percentage points from 51 percent

in 1993, By contrast, the share of livestock and aquaculture increased. Revenues from this category grew

52 percent from 1993 to 1998. Revenues from perennial crops and fruit rees jumped significantly.

Table 7 Growth in agricultural revenues, 1993-1998

Share of revenues

Products Growth rate 1993-98 1593 1998
Rice 21.2 509 436
Livestock and fish farmmg 523 28.7 31.1
Other food crops (maize, vegetables, etc.) 550 90 99
Industrial crops (sugar, tobacco, etc.) 65.6 43 5.0
Perennial crops (coffee, tea and rubber) 127.1 26 4.1
Fruit trees 1123 38 56
Agro-forestry 0.6 0.8 0.6 1
Total 41.3 100.0 100.0

Source: Joint Report 1999, p.52

Therefore, agricultural diversiﬁcation'may have made significant progress at national level. Although it

is said that_ livestock husbandry in Viet Nam has pcc_uliar'probicms such as unstable feed supply and meat

_ qu.ality, the fact that this sector showed such high growth under these unfavorable conditions should be

highly evaluated. However, further consideration needs to be givén'to whether diversification throughout

'. the cbi.mtry has made f&rogres__s at agﬁ_cultutal hou'séh'ol'd level or at the i‘égional level. Given the latter case,

individual farmers would come to Specializc in professional management, and risks would not be diversified

at the farm level.

3) Poverty alleviation

Rural household incomes have certamly unproved to some degree as a result of the growth of agriculture,

orasa result of the development of the natlonal economy as a whole®.

- Table 8 shows a change i in the poverty rate based on VLSS“‘ From 1993 to 1998 the poverty rate!!
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declined in all regions, especially in the Red River Delta and the Northeast South, On the other hand,

poverty did not decline appreciably in the Mekong River Delta. In general, however, the poverty level in

Viet Nam was still high even in 1998. In particular, the poverty rate was significantly high in the Central

Highlands and Northern Uplands. This suggests the severity of poverty in the Uplands.

Table 8 Change in the food poverty rate by region

Economic region 1993 1598
Whole country 249 150
Northern Uplands 31.6 29.2
Red River Delta 259 : 7.5
North Central : 353 19.0
Central Coast 22.0 17.4
Central Highlands -320 - : .. - 315
Northeast South 103 - 1.8
Mekong River Delta : ) 177 i1.3

Source: Socialist Republic of Viet Nam 1999

Note:

a) The South North East includes Ho Chi Minh Crty )
b) Figures in the table are based on a narrow defi mtlon of “ poveny, that is, “food povcrty When a wrder
definition of poverty was applied, the rate nationwide dropped from 58 percent in 1993 to 37 percent in 1998.

Indeed poverty is very much a rural phenomenon (Joint Report 1999 p 20) Farmers (those mamiy

engaged in agnculture) account for 61 percent of the total population, and as far as farmers are concerned

the incidence of poverty is 48 percent, compared with 37 percent for the total populatlon. Indeed, 79
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Conmbunon of the development of non- -agriculturat sector does not seem to have made a significant contnbutlon to lhe

poveny alleviation in rural areas, because wage incomes have decreased by 0.1 percent as seen in Table 6

VLS§ was conducted by the Vtelnamese government {GSO) with the support of intemmational aid orgamzanon.‘, mcludmg

SIDA, UNDP and WB. VL5593 and VL8898 covered 4,800 and 6,000 households, respectively. Of the 6,000 households,

4,300 were also covered by VL8593, VLSS includes not orly a household survey but also commune and price surveys.
The problem with VLSS98 sampling is that the survey excluded those urban mlgrants wnhout the nght of permanent

residence. Accordmg to the estimates of several organizations, unreglstered urban mlgrants tow! somewhere bctwecn

- 1.5 to 2.5 million, 10-50 percent of who live in poveny Therefore, VLSS98 may have underesnmated the level of

poverty, especrally in urban areas. Much attention should be gwen to thls matter. . : :
There are two deﬁmtlons of poverty: food poverty and overall poverty Food poveﬂy is deﬁned as (he slate where annudl
expenditure per person (mcludmg the consumption of self- grown crops) is equal to or below 2 100 ca]ones per day

Overall poverty is defined as the state where annual expenditure per person is equal to or below the level required 1o

_cover nutritional needs and basic non-food needs. The former level was decided upon at 750,(1)0'VND in January 1993

and at 1,287,000 VND (USD92) in January 1998. The latter level was decided upon at §,160,000 VND in January 1993
and at 1,790,000 VND (USD128) in January 1998. _

Given these definitions of poverty, it is true that poveny rapidly decllned in Viet Nam between 1993 and 1998, but
it must be remembered that the poverty rate depends on where the poverty line is drawn. As the 1999 Icunt Repon
pointed out, estimating the poverty rate ata speaﬁc figure should be avoided. For example, saying that the poor in Viet

Nam still account for 30-45 percent of the total population is more appropriate than saying that the poveny rate in V:et
Nam is 37 percent.



percent of the poor are farmers. Poverty is still a problem in rural areas.

One thing should be added. Poverty is also a problem of ethnic minorities. Most of the 53 ethnic groups
five in the uplands. The poverty rate of the ethnic minorities remained extremely high: 86 percent in 1993
and 75 percent in 1998. On the other hand, the poverty rate of the Kinh Majority dropped significantly
from 54 percent in 1993 to 31 percent in 1998. .

4) Underemployment in rural areas

The state of the employment situation in rural areas improved slightly. Let us follow the definition of
VLSS 98 on underemployment as working for less than 40 hours a week, and severe underemployment as
working for less than 15 hours a week. According to Table 9, underemployment in rural areas was worse
than in urban areas, and thqugh underemployment improved to some degree, about 60 percent of rural
workers and 40 percent of urban workers were still underemployed.'Even in 1998, over ten percent of the
workers nationwide could be defined as in a state of severe underemployment. The conclusion is that
employment remained a scvere problem in spite of the decade of high economic growth. =

According to the Joint Report 1999 (p.47), the employment growth rate from 1993 to 1998 was 0.4
percent for household farm employment {all Viet Nam) and 5.4 percent for household non-farm employment
(all Viet Nam). In more detail, 6.7 percent for household non-farm employment 038 percent in household
farm employment both in rural areas. On the other hand, wage cmpioymeﬁt in all Viet Nam grew at 3.5
percent. As a resul.t,.the share of wage employment as a portion of total employment rose slightly from 17.8
percent in 1993 to 19.4 percent in 1998. | _

The Joint Report 1999 estimates new wage jobs created in Viet Nam have been at 1.6 million during five
years, on the aésumptio'n that wage-earning employees increased at an annual rate of 3.5 percent. The
number of new workers entering the labor market per year can be roughly calculated by multiplying the
total population (77 million) by the population growth rate (1.7 pcrceht). The result of the éalculation is13
million'?. The number of newly Creafed wage jobs is far small corhpared with annual increase in labor

force.

" Accordmg to our team s interview with the expcrt of MP1 Employment Bureau, average new labor entry between 1996
and 2000 was 1.6 million annually, the number of retired workers was 0.4 million, hence there was a subsequent net
ncrease of 1.2 million. By multlplymg the share of rural labor force, we can obtain the approximate number of one

. million labor force entering annually into the primary industry.
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Table @ Hours of work by rural and urban, 1993 and 1998 (unit: %)

Hours worked 1993 1998
per week Rural Utban Total Rural Urban Fotal
1-15 14% 12 13 12 10 12
16-39 57 35 53 49 30 45
40-50 17 22 18 18 ©27 20
51-60 8 16 10 11 16 12
61+ 4 14 6 9 17 10
total 71 47 66 59 40 57

Source: Joint Report 1999, p.49

The share of wage-carning employees in the agricultural sector dropped from 27 percent in 1993 to 18
percent in 1998. This means that self-employment increased. In fact, the growth of household non-farm
employment was as high as 5.4 percent: 6.7 percent in rural areas and 3.9 percent in urban areas. This
implies that rural “household enterprise complexes™ (that is, self-employment by farmers), created jobs
(émployr’nent). Employment seems to have grown in the retailing, food processing, transportation and
fishing sectors. _ o _

There is one matter in rélation to the “fﬁrm” to be discussed later. In Viet Nam relétively largé-scale
farmers’ agricultural ﬁctivities are expected to absorb mahy workers. Though this matter needs to be verified

‘through further examination, agriculture may be one of the means of absorbing surplus labor in rural areas.
4. Changing agricultural structure

1) Increase in the landless

Economic growth is usually acc'orripanied by wider economic gaps. Eéonomic growth does not.mean
that economic entities grow in line with each other. Some sectors lead growth, while others decline and
disappear. There is no general pattern indicating which sector will grow or decline. In the history of Japanese
agriculture, so-called polarization of farmers went on at one time, and at dthér times convergence a.amon"gst
middle-class farmers was seen. _

How is the structure of Vietnamese agriculture changing? First of all, it is appafent that the number of
landiess has increased in rural areas. The Follow-up Project Répon show-s that the landless and the near-
landless have rapidly increased in recent years. However; the Follow-up Project Report covered the Mekong
River Delta only. The state of the landless and near-landless in whole regions should be discﬁssed.

Table 10, created trom the estimation using the VL.S893 and the VLSSQS (Joint Réportr 1999), offers the
information about landless. According to thris Table, the share of the landless in total households was
around ten percent in 1998, up from about eight pcrcent m 1993 The share was much hlgher in the South
East and the Mekong River Delta. By contrast, the share is far lower in the Central H:ghlands the Northern
Uplands and the Red River Delta. The problem of the landless is severe only in the Northeast South and the
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Mekong River Delta.

The Mekong River Delta and the South North East, of course, are dynamic regions in Viet Nam. The
trend in these regions may suggcst the future direction of the other regions. In a dynamic region, labor
moves from agriculture to non-farm sectors. In this process, it is reasonable to expect that many rural
residents lose land. However, such a naive view may not apply to the increase in the landless in Viet Nam.

The social issues caused by economic gaps incidental to agriculture should also be considered. The previous

land policy may also have had some cffect'.

Table 10 Percentage of rural households without allocated or swidden land

Region 1993 1998 Average farm size
Whole country 8.2% 10.1% 81.5a(l a=100m?2)
Northern Uplands : 2.0 3.7 889
Red River Delta 32 4.5 64.9
North Central 38 7.7 50.0
Central Coast- - 10.7 5.1 51.8
Central Highlands 1. -39 26 "137.5
Northeast South 21.3 287 137.1
Mekong River Delta 169 213 106.5

Source: Joint Report 1999, p.27

Note:  The above estimation is for houscholds with no annual or perennial crop land, water surface, forest, swidden or other
land ' '

How to understand the nature of the problem of the landless is a difficult issue, since nationwide official

data on the tra‘r-lsfer of land use right is seriously lacking. However, we can discuss this issue with several
" reports conducted by researchers. .

In the North, professor Nha’s report {(Nguyen The Nha 2000) indicated that some movements of land use
rights began recently in an area of the Red River Delta where high-value products are grown, including
fruit sﬁch as litchi. Some cases have been reported of land being rented, particularly in flood-prone areas,
from a commune or an agricultural cooperative, and used for high-income vegetables or aquaculture
production. .However agricultural households generaily have a strong attachment to their own land, so
transfers of land use rights in the Red River Delta are highly limited in area and size.

“Inthe Souih, as 'impl_ied in the high pe.rccntagc of the landless in Table 10, land use rights are actively
transacted. According to the Surveys by the General Statistical Office (GSO) in 1994 and 1998 (in details
see Nguycn The Nha 1999), the percentage of landless and near-landless households increased from 6.8 %
in 1994 to 1.4.4 % ih 1998. The landless group in particular increased from 0.7 % to 5.7 %. On the whole

such large increases can be observed in the provinces close to the coast, including Tra Vinh, Bac Lieu,

© If the landless and near-landiess are defined as households with agricultural land of less than 0.2 ha per person, their
share becomes far larger. In the 1994 agricultural census, about 28 percent of all households fell into this category, but
in VL8898 the share was 37 percent (GSO 2000, p.209)
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Vinh Long, and Soc Trang. A joint survey conducted in 1994 and 1998 by the National Economics University
(Hanoi) and the Viet Nam Farmers’ Union identificd that in the Mekong River area, landiess households
increased from 13.9 % to 19.7 %, and near-landiess increased from 13.5 % to 16.0 %. Combining both
figures the increase was from 27.4 % to 37.7 %.

In order to understand the characteristics of the landless, it is important to examine the reasons for
agricultural households becoming landless or near-landless (Table 11). In the landless households £roup,
the causes for losing land are, in order of frequency: ‘division of household or establishment of new
household’, closely followed by various causes related to ‘debts or faiiﬁrc in business’. Next come “others’,
followed by causes related to ‘landless from the begihning’, both of which rank above ‘disaster or accident’
and ‘move to another occupation or place’. Among the land-lacking households group, ‘lack of land from
the béginning' was more frequent than triggered by causes related to ‘debts and failure in bussineés_’ or
“division of household aﬁd establishment of new household’. _

For the landless and land~lack-i.r.1g households groups cqmbined, the two causes, i.e., ‘the househqld_ had
~ not owned land at all’ and that ‘the household had received too $m511 an arca of land’, account for the

largest numbers. The next niost frequent causes are ‘foreclosing mortgages due to failure in businéss'df
repaying debts’, and ‘the division and establishment of a new household’. On.the other hand, cases resulting
from movements ot Ichangés to other professions rcrﬁain relativ.ely few. Although the sﬂryéy aims at
explaining the causes of becoming tandless, not those of recent increase, it suggesﬁ that the cases lo#ing
land to rcpéy debts due to the failure of business or the bersistent deficits of farming operations may be a
relatively common feature. _ _

Ina report'on the agricultural structuré problem, based on a Mekong River Delta survey (Yamazaki and
Duong Ngoe Thanh 1998), it was pointed out that the most fundamentat cause of the inc'reasé in the
landless was the income gap by farm size. Small-sized farm owners get a lower income and that income is
unstable, so they are forced to borrow money, and often the result is the selling of their farmland. No doubt
there are labor productivity differentials due to d:iffcrenccs in farm size. This féct is regarded as the

fundamental factor in generating per capita income gaps'.

4 Interestingly, the report says that though large-sized farm owners tend to grow a single crop, the source of héﬁsehold

income overall has been diversifying. Large-sized farm owners are ofien engaged in collection, transportation and
processing of the crop, while middle-sized farm owners have diversified agricultural production,

28



Table 11 Causes of losing land use rights of landless and near-landless households
(unit : % to total surveyed household)

Landless household Near-landless household
No, of surveyed HH 3,079 1,946

1, Sell land to take other more profitable job 292 0.36

2. Little experience in farming 1.69 -

3. lack of plan of expense (bankrupt) 0.32 ' 0.15

4. Foreclose morigage 10.30 951

5. Repaid by land to individuals 5.13 ' © 170

6. Repaid by land to banks 1.36 0.10

7. Division of HH or establishment of new HH 23.8 16.50

8. Move to another place 237 -

9. To clear “ho” 0.71 -
10. Lack of land from beginning - ' - 48.09
11. Sickness or accident 8.48 5.04
12. No fund for continuing agriculture - 5.39 9.30
13. Desolation of old cooperative a/ 9.71 : 4.52
14, Migrated from another place - : 3.90 -
15. Confiscation of illegally occupied land by govt 1.40 1.39
16. Sold land as price rose b/ 2 0.19 : -
17. Others 22.80 -

- Sources: Survey of NEU (Ho Chi Minh Clty)
Notes: a/ This is considered as the cases that formcr agricultural cooperatives did not return the land to
. members when they dissolved
b/ Temporary landless while move to another place or start fa.rmmg in another place

Active transaction of égricu.ltura.l land, of course, contributed to the increase in the landless. The sﬁare
of agricultural households thﬁt have sold their farmland rose from only 1.1 percent in VLSS93 to 9.8
percent in VLSS98. |

" In relation to the landless problem, let us look at the structure of the agricultural land use by expenditure
quintile (Table 12). In this table, agricultural land is limited to annual cropland. Some figures on agricultural
land in VLSSQS include extraordinarily largé areas of surface water, which makes overall comparison

" difficult. That is why the table covefs annual cropland only.

According to Table 1.2, it is in the Northeast South and the Mekong River Delta that there exists higher
quintile expenditure per peréon with la&ge agricultural land area. Such a correlation is not seen in the other
regioné. Of é_ourSc, in the Central Highlands, comparison based on annual cropland only is misleading,
sinéé the regidn has a lot of perennial cropland. But even in such cases with total agricultural land excluding
water surface, only three regions, i.e., the Northeast South, the Mékong River Della'and the Central Highlands
seem to show a positive correlation between agﬁcultural_land area {including forest land) and expenditure
per person. The other regioﬁs_do not have such a correlation. Therefore, as far as VL.SS598 is concerned, the
polarization of agricultural households is the phcnoménon of particular regions.

_ Qverall, thert_: remain many uncertain points about the causes of the increase in the landless, a correlation

with poverty, and a relationship with job mobility. Further discussion is necessary after examining agricultural
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household surveys and interviews with agriculture-related organizations. Here we would like to raise only

one question about the definition of the landless.

Table 12 Annual crop land area per household by expenditure quintile

(Unit: m%
. I A
Region Poorest I 1 v Richest
Northermn Uplands 4548 4519 4534 3210 2083
Red River Delta 2451 2731 2710 2444 1702
North Central 3027 3008 4076 2714 1597
Central Coast 3585 3035 4031 3447 3293
Central Highlands 4842 - 6889 6242 3643 1564
Northeast South 1324 4041 4867 8502 6330
Meckong River Delta 5699 8057 - 8997 8756 9930

Source: GSO 2000

As the tltie of Table 10 implies, the landlcss or near-landless is defined as a houschold (almost) without
the right to use agricultural land in rural areas. It should be noted that the state of non—holdmg thns nght duc
to the loss of land use right ccmﬁcatcs is divided into two catcgoncs (though therc are cxcepuons where a
houschold has no land from the begmmng) _

The first category is comprised of those who have become agncultural laborcrs because of the loss of
land or because they are _1mpovenshcd, as they have no work as farm workers. This constitutes the

 differentiation of the peasantry. Thé second caiegory can be referred to as having voluntarily exited from
agriculture. Rural residents who sold their faﬁﬂand because of a job change fall under this category. In
other words, this comprises an increase in part-time agricultural households or lésé égricultural dependence
of rural households. It is not possibie to givé a general answer to. the question of whether people in .the
second category are in poverty. There is a strong possibility that exit from agriculture will improve their

+ economic status, Anyway, in the process of economic development, the latter phenomenon is common, and
will spread even in Viet Nam. _

These categories of landless are differe:i{, and subsequently different measures are ﬁecessary for dealing
with them. Measures should be taken for the landless of the first category from the viewpoint .of social
policy. For the landless of the second category, measures that promote job mobility without friction are
needed. At present, two different matters seein to be discussed without distinction under the same term

“landless.” It will be necessary to realize economic differences between them. Statistical data differentiating

each of the categories will also be needed.

2) Agricultural mechanization
This section deals with a change in the use of fixed capital in Vietnamese agriculture With regard to the

use of tractors. This analysis, of course, aims to examine the significance and effect of agricultural

mechanization in relation to a change in the agricultural structure.
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The level of agricultural mechanization in Viet Nam seems not high. Table 13 indicates changes in the
number of tractors. The number generally seems small, even compared with that in the 1960s in Japan.
Regionally, the number of tractors (including both small and large tractors) is the largest in the Mekong
River Delta, followed by the Central Highlands, the Northeast South and the Red River Delta'*.

However, the growth rate of the number of tractors is rather significant. In the Mekong River Delta, the
number of tractors increased to 3.7 times from 1990 to 1995 and to 1.23 times from 1995 to 1998. In the
Central Highlands the number of tractors increased more rapidly.

If we concentrate our analysis to the change in the number of tractors at national level, the number of
large-size tractor (12 horsepower or over, ridihg-type or high-performance walking-type), was 7,206 in
1990, 26,069 in 1995 and 36,846 in 1998. The number of small tractors (less than 12 horsepower, walking-
type) was 17,880 in 1990, 71,208 in 1995, and 86,112 in 1998. In recent years the growth of the number of
large tractors has béen higher than that of small tractors.

Hence, it can be said that the absolute level of tractor use is not high in Viet Nam, but that agricultural
mechanization has steadily advanced. Factors for mechanization and its effect on the rural economy must
:be further analyzed using the results of household surveys. Especially, analysis of the reason why agricultural
mechanization that leads to the reduction in lébor hours is 6ccurring in a labor-surplus economy like Viet

Nam is necessary.

Table 13 Changes in the.humber of tractors

Region 1990 1995 1998 ' 1998 (a) : 1993 (b)

R ) . Large Small Smal}
Northern Uplands 621 3,668 4,493 1.3 223 0.0
Red River Delta 3,617 14,477 . 17,351 4.3 133 0.0
North Central 24 478 474 10.3 6.0 0.0
Central Coast . 1,694 4,780 6,100 204 13.1 0.0
Central Highlands 2,319 21,042 . | - 26,555 131.1 360.2 484 -
Northeast South 6,631 16,411 20,988 320 145.1 0.75
Mekong River Delta 9,012 33,581 41,316 58 16.2 1.07

Soutce: GSO 1999, G50 2000 _
Note: 1) (a) Average number of ufacto'l's per one commune from VLSS 98,
(b) Average number of tractors per 100 households from VLSS93.
2) Largé tractor: over 12 horsepower, small tractor: 12 horsepower or lower.

. In terms of reference material concerning this matter, we will present information based on an interview
with farmers conducted in May 2000 in Ninh Binh Province.
Unlike the impression given by macroeconomic statistics, the use of tractors has unexpectedly spread in

the Red River Delta. In the Ninh Phong Commune in Ninh Binh Province tractors did virtually all ploughing

5 The figures for large or small tractors per éommune based on VLSS98 are not consistent with GSO data. The reason is

not clear so far, but the unit of ‘commune’ is probably different between regions.
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for rice growing'®. The agricultural land area of this commune was 355 hectare, the number of agricultural
households was 1,600, and the number of tractors was onty 21 (one of which is large size). Though the
number of tractors per household seems smail, it can be said that there are sufficient tractors in terms of the
cropland area. Households that had no tractor could ask tractor farmers to offer their services to do ploughing
under the coordination of the agricultural cooperative. The service fee for using tractor ploughing was
13,600 to 14,000 VND per sao (360 square meters)”_.

The reasons for using tractor ploughing are as follows: Ploughing by tractor is more labor-saving and
less expensive than ploughing by buffalo. Ploughing by tractor is also effective for raising land productivity
due to deep harrowing. It should be noted that the use of a tractor is not expenswe in terms of the user’s
total cash expenditure.

Judging from our interviews, the greatest merit of the use of tractors seems to be a reduction in household's
labor. In rice grewing, ploughing is said to be the hardest work next to rice transplenting. Even though the
use of tractors does not lead to an signiﬁeant increase in cash revenues or a substantial decline in cash
expenditures, agricultural households were willing to pay the charge, since the use of tractor could alleviate
the burden of severe labor, and could bring the increase in “leisure time™'®. Growth of agricultural household
income might create the situation that agricultural household 2conomy has come to have leeway for paying
that cost. . _

Anyway, the use of tractors in the commune started in the first half of the 1990s (which is consistent with
Table 13) and seems to have already reached a seturat'ion_point, iml.)lying'that there are enough tractors in
use to meet demand. .

We would like to mention one more thing in this regard. That is related to the possibility that farmers
with tractors will expand their farming area through providing tractor service and grow in scale end eﬂieieﬁey.
Judging from the result of the survey in Ninh Binh Province in the Red River Delta, however, that possibility
is now not so strong. As stated above, some communes alreédy have enough t_rac_:tdrs to mect demaed. That
is, there is a kind of equilibrium of the demand and supply in the market of tractor service. Ho_Weve_r', .it
seems that this equilibrium does not have firm ground If one farmer use more powerful tracter offering
cheaper service fee, that farmer can shake off other tractor framers throu gh competltlon The competition
will result in a smaller number of farmers with larger size of business. But this is not plausible of the two
communes we surveyed. What has occurred is coordination by the agricultural cooperative. That is, the
agricultural cooperative allocates the farming area to farmers with tractors across-the-board. As a result,
competition among farmers witﬁ tractors has not oceurfed at least in Ninh Binh Prbvin:cc. .

Probably the commune itself does not hope that any of the farmers with tractors will drop out through

¢ This was also true of a commune in An Glang Province, where we had interviews with farmers in May 2000.

" According to the Province’s Agricuitural Office, the average service fee for tractor ploughmg was 20,000 VND/sao

* This phenomenon is called “subjective equilibrium™ of agncultural households.

32



competition. They may be able to gain no job after dropping out. Given these conditions, competition will
not be promoted in rural areas unless the rural labor market becomes active and labor mobility is increased.

Probably it would take a long time to see large-scale, efficient agricultural management emerge in the Red

River Delta.

3) “Farms”

As the market-oriented economy develo;}s and agricultural productivity increases, a new trend has emerged
in agriculture aiming at raising agricultural income, by expanding production with larger sized land, capital
investment and increasing productivity. Already such agricultural houscholds are appearing, although limited
in number. Such agricultural houscholds have been recognized as one of agricultural entities in the

“Resolution of the Government on the Farm Economy" * in Februafy 2000.

According to a survey® by local governments, there are now about 113,000 “farms™ in the country (of
which 67,000 are in the North) accounting for about 1 % of all the agricultural households in the country.
While maha'gérs of these “farms” include party members, retired government officials, ex-servicemen,
executives of communes, and workers and staff rﬁcmbcrs on active service, 62 % of all the managers are

| ex-farmefs. _ _

Concerning the state of “farm”, several surveys conducted by GSO (see Table 14), local governments

and academics are available. From these surveys we can describe the notable points on farm economy as

follows:
Table 14 Selected results of GSO survey on “farms” in four provinces
: ‘ Total Yen Bai Thanh Hoa Binh Duong Binh Phuoc
Total farms surveyed 5,466 366 1,867 1,284 1,949
Annual crop farms 1,055 32 807 97 119
Perennial crop farms 3,121 116 147 1,048 1,810
Livestock farms 23 2 9 14 0
Forestry farms 586 191 358 21 16
Aquaculture farms 333 - 3 324 5 1
Mixed farms 346 22 222 99 3

Source : GSO 1999.

Most of the “farms” grow crops, mainly perennials industrial crops such as coffee and rubber. There are
“farms” with other types of bu$in_ess inclﬁding annual crops, aquaculture, fruit, livestock, and forestry.

Their numbers and percentages differ from survey to survey?!. The geographical distribution of the types of

. Resoluuon by Government on the Farm Economy, 03/200)/NQ -CP. Feb. 2, 2000.

% Summary Repon on Condition of the Farm Economy inQur Coumry During Past Few Years and the Implementation of
the Govemment s Decision on the Farm Economy, held in April 2000 under the auspices of MARD.
1 The classification above by type of business is assumed to be based on the major productive activities of a “farm™, while

in reality every farm operates, more or kess, some production activities other than the major one it is classified under.
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Yustness also varies depending on the survey.

Regarding the size of the crop “farms”, those operating 2 to S hectare predominate in the group of
annual-crop “farms”, while in the group of perennial-crop “farms”, those operating 5 to 10 hectare are the
targest in number. The average size of operating agricultural land widely varies according to the types of
business from 0.5 hectare in aquaculture “farms” to 8 hectare in perennial-crop “farms”, while the average
of all “farms” is about 3 to 6 hectare, according to surveys. Most of the “farms™ employ the hired labor of
| to 4 persons. Total number of employees in the whole country is estimated to be 0.3 to 0.4 million.

The ratio of commercialization of agricultural products is high, and the sales are also very large. The
GSO survey shows that the gross sales of perennial-crop “farms” are particularly large, exceeding 180
million dong, while the NEU (Ho Chi Minh city) survey shows that the gross sales of “farms” in both the
Northeast South and Mekong River Delta regions exceed 100 million dong. However, the average gross
sales remain at the level of 40 - 50 million dong. .

Many “farms™ demand financial éupport from the government because of a shortage of production funds.
Regarding sales of products, almost all output is sold directly without processing. In the Northeast South,
half of all the land use rights was obtained through transfers, and thc_: other half By cxplbitation of unuséd
land. On the other hand, in the Mekong River Delta, transfers and inheritance share equaily as the source of
land. '

In July 2000, the government standardized the criteria for “farms” which previously vaﬁcd according to
governmental agencies®. The criteria consist of some basic features and quéntitativc lines. The basic_fcaturcs
are: to aim at large-scaie production of agriculture, foréstry or fisheries .prqduction; levels of intensity and
.specializatiqn'o:f' production are higher than- those in ordinary agricultural households, with regard to land
size, number of fivestock and employees, and output of agriculture, forestry or fisheries productibn; and
managers have sufficient knowledge and experiences of technology and operations. The quantitative cﬁt’en'a
are shown in Table 15. '

The government ofﬁciélly recognized “farms” in the Goveﬁmént Resolution on the Farm Eéonomy,
stipulating that the assets and capital lawfully invested in “farms™ should neither be nationélized nor
confiscated by without compensation. At the same time, it a;iopted ihc following measures tb encburége
establishment of “farms”: Distribution or long-term lease of land use rights to the households or.individuals
operating or intending to operate a “farm™. Support for infrastructure improvement for the “farms” lécated
in “extremely difficult areas™, including areas of wasteland, bare hills, mountains, alluvial ground, lakes
and coastal marshes. Exemption from. income tax granted for a certain period. Loans from the natidhhl
banks. No restriction on the number of workers to be employed at a “fann;’ provided it abided by the '

provisions of the Labor Law. Holding training courses for the purpose of training ménagérs.

4

Guidelines on Criteria for Identifying “Farms™, 69/2000/TTLT/BNN-TCTK, July 23, 2000.
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Table 15 Criteria of “farms”

Provinces in North and Provinces in South and
Central Coast Central Highland

Average annual output 40 million VND and above 50 million VND and abave
Annual crop farm 2 ha and above 3 ha and above
Perennial crop farm 3 ha and above 5 ha and above
Foresiry farm 10 ha and above
Livestock farm :

Cattle, buffalos for breeding,

and milking purpose 10 heads and above

For meat 50 heads and above

Pigs, goats for breeding 20 goats and/or 100 sheep and above

For meat 100 pigs (excl. suckling pigs) and/or

: 200 goats and above

Poultry 2000 chickens, ducks etc. and above
Agquaculture (water surface area)

general L " |2 ha and above

shrimp culture 1 ha and above

Sources: [nterministerial Circular, ibid

5. Agricultural structure and related policies

1) - Basic policy stance _
As stated above, the dominant feattire of Vietnamese agriculture lies in its smallness of farming size.
The agriéultural land area is small in relation to the population, which brings about the low prdductivity of
- agriculture and the low incomes of agricultural households. The distribution of agricultural land is unimodal
and homogeneous peasants are engaged in agriculture in Viet Nam. The problem behind that is the surplus
rural population. Agricultural household incomes increased to some degree thanks to the growth of
Vietnamese agriculture in the 1990s. However, this growth has not yet resolved the problem of low-level
incomes and underemployment. Now, the agricultural structure is showing signs of change as indicated in
the increase in the landlcss and near-landless, agricultural mechanization, and the emerging of “farms.”
The spread of the use of tractors indicates that technical conditions for realizing economy of scale in
Vietnamese agriculture have been growing. If rural labor is mobilized through the development of the
labor market, economy of scale will be able to more stfongly penetrate Victnamese agriculture, probably
résulting in further polarization of rural households. Moreover, “farms” present the possibility that a new
management style beyond traditional small-sized mahagement will emerge, though this possibility may
merely be wishful thinking amongst policy-makers. “Farms” may gro& to become new production units
with moré efficient management, with having distribution channels, and with employment management
ability. _
© What stance should the govem_fnen_t take on the problem of the agricultural structure on the premise of

these changes? This is a difficult question connected with the problem of social équity that underpins the
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reason d'etre of Socialist Viet Nam. But the future direction of the economy cannot be distorted by the idea
of equatity. It is necessary to respect economic logic as much as possible and separate economic issues and
social ones. Social issues should be handled separately but carefully.

In this context, we will mention Japan’s experience after the end of World War II. In Japan; the post-war
Land Reform produced a large number of small-sized agricultural houscholds. Landlords disappeared.
With the exception of Hokkaido, almost all 1.0 hectare-sized owner-cultivators came to be engaged in
agriculture. Japanese rural society became quite homogeneous and stability resulted. From then uh_til the
1970s, a basis for Japan’s post-war agricultural policy was laid on how to preserve the homogeneous
agricultural structure created by the. Land Reform, in other wo'r_ds, how to prev'em the Vrestoration of
landlordism. The Land Law limited the size of agricultural land ownership and also restricted land leasing,
which retarded the development of expansion-oriented féfmers with superior management capaéity. of
course, the Japanese agricultural policy in recent years has put an erﬁphasis on the development of large-
size farmers with strong management ability. However, the d.evclopm.c:nt of highly producti\."e agliéulture
was slow because the policies for protecting owner-farmers hindered the growth and developfnént of
agricultural households for years. It is not too much to sz?y that one of tﬁc factors that has brought #bout the
current miserable status of Japanese agriculture is an error in the farmland policy. Viet Nam should learn
from this failure of Japan. | :

“In addition’, finance, the taxation law, the research and deveiopment of extension systefn should also be
reviewed in light of the direction for growing “farms”. In order to deal wiﬂl the widening Sdcial inequélity,
iﬁ is necessary to provide employment opbdﬂunitieé through the fostering of rural industry and to take
measures to facilitate job transfers, inéluding education, training and the provision of information. Anyway,

it is important to adopt a policy stance that helps intensification of Vietnamese agriculture,

2) The 1998 Land Law® _

The 1993 Land Law affirmed the five rights of exchange, traﬁsfer, lease, inﬁeritance and mortgage
relevant to land use rights distributed to households, and regulated the land claési_ﬁcation for laﬁd use tax
and so forth on the basis of the yield of rice crop. It also stated that land use rights should be valid for 20

- years in the case of annual crops and 50 yeafs in the case of perennial crops, while the maximum size of
land holdings should be 3 hectare in the Mekong River Delta and the Northeast South, and 2 hectare in
other regions for annual crops, and 10 hectare. in flat land regions and 30 hectare. in the regioné of mountains
and midland for perennial crops. '

For confirmation of land use rights, the issuance of a land use certificate was started in 1993. This is

issued after measuring the agricultural land distributed to each household, recording the circumstances up

» Fortherly called the “Law Amending and Supplémeﬁting Ceﬁain Articles in the Land Law™, thch amended or
suppiemented eight articles of the 1993 Land Law. Enacted on December 2, 1998.
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to that time, and confirming the land use right if necessary while coordinating and rearranging concurrent
rights. As of May 2000, certificates had been issued in almost all regions with the exception of part of the

mountain region, and 87 % of the total agricultural houscholds had received certificates for 78 % of

agricultural land.

Table 16 Compariéon of main points in agricultura! land uses
between 1993 and 1998 Land Laws ¢/

1993 Land Law

1998 Land Law

Limit of length of land use

Limit of acreage of
agricultural use

Exemption of land
registration fee in case of
agricultural uses

Lease and sub-lease of
land use rights by state

16 provinces */ : not exceeding 3 ha.
Other provincés and special cities: not
exceeding 2 ha

| Provinces in deltas: not exceeding o
ha. Provinces in mountain and midland:
not exceeding 30 ha

Domestic privatc enterprises are |
aliocated 100-1000 ha of forest land to
carry out production and business in

accordance with plans and master plans

Transfer, exchange, lease, inhenitance,
mortgage

No clear stipulations

In addition, contribution of value of
land use right as capital for production
and/or business cooperation of
households, individuals, and

Exempted in case households and
individuals use land for their livelihoods

In cases that households and individuals
carry out production and other business;
economic organizations carry out

| production and other business according

to approved projects

Notes:

Sources: Based on Land Laws 1993 and 1998 and related decrees and circulars.
&/ Minh Hai, Kien Giang, So¢ Trang, Can Tho, An Giang, Vinh Long, Tra Vinh, Dong Thap, Tien Giang, Long An,

Ben Tre, Tay Ninh, Song Be, Dong Nai, Ba Ria-Vung Tau Provinces and Ho Chi Minh City
b/ Land uses for agncuiture furestry, aquaculturc and salt producuon

¢/ Including related decrees and circulars -

The 1993 Land Law however lacked guidelines for the exercise of land use rights, procedures of transfer,

N e_xchénge, lease, inheﬁtance and moﬁgage, as wellras responsibilities and steps for the authorities to give
~ proper approval. Therefore, the 1998 Land Law was enacted (in practice amendmeﬁts of the 1993 Land
Law) in order to meet emerging démands created by the changing situation including increase in the number
of transfers ancl othcr changes of land use rights. In addition, a decree®®, which regulated the procedures for

enforcement of the Law, and a c1rcular-s which prcscnbcd the gmdelmcs for 1mplementanon were
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promulgated.

Major points of the amendments in relation to agricultural utilization of land in the Land Laws, the
decree and the circular are as follows. Table 16 shows a comparison between the 1993 and the 1998 Land
Laws with regard to the main points concerning agricultural utilization.

{) The conditions and procedures for transfer, exchange, leasing (including subieasing), inheritance
and mortgage were prescribed. Also prescribed was the competence of the proper authorities
(including the state, provinces, towns and communes) to give approval.

(ii) Agricultural households that acquire land use rights for an area exceediog tho legal upper limit
can make use of the land (wifhout any limit), provided the exceeding land area is treated as leased
land and an additional tax is paid. The time limit of the lease is 50 years, and it is renewable,

(iii) An economic organization or an individoal who does not belong to an agricultural household is
authorized to lease land, from another individual or the government, for the purpose of investment
in agricultural production. |

(iv) The statc exémpts agricultural households and individuals from the ]aﬁd usé fee, pfovided they
use the land for agricultural production, and are ass:gned within thc land limit. )

The intention of the amendment, as dcscnbcd above 1s to promote mvestment and encourage peaple to
move into agriculture from other occupatlons while fac:lhtatmg land use nghts movements. It may also be

concluded that this amendmcnt prov1dcs the conditions for establlshmg “farms

6. Conclusion

Mobility of land use rights varies considérably from region to region. It is difﬁcult to believe that these
patterns will change greatly in the near future. In some parts of the country like the South, mobility of land use
rights may continue to increase perhaps at an accelerated pace, while in the North, théy will seldom take
place. _ |

Under these conditions, the role of the government 1s to take measures with two pronged objcctwes First,
it should take measures to improve land-use efficiency overall by puttmg agncultural land into the hands of
competitive agricultural households and other types of entities capable of hlgh productwaty. Secondly, measures
should be taken to secure stable production and income of individual agricultural households by assuriog
security of land tenure. Needless to say, speculative acquisitions of tand are against the objectives of land use

policy. From the perspective of encouraging the development of land use in the correct dircotion, four points

may be considered important as follows:

H

Decree of the Government for Procedore_s for Ekchange, Transfer, Lease, Sublease, and Inheritance of Land Use Rights,
and for Mortgage, and Capital Contributions by the Land Use Righis, 17/ 1999/ND-CP, March 29,2000.
3 Guidelines on the Implementation of the Dectae of 17/ 1999/ND-CP, 1417/1999/TT-TCDC, Sepiember 18, 2000.
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i)  Establishment of a system to correctly monitor the actual situation regarding land mobility:
improvement of statistics concerning land uses, and further integration of land use administration.

ii)  Taking measures to help people follow the regulations regarding land uses. While facilitating land
transfers in further reducing tax rates of land transfers and registration and simplifying procedures, to
ensure strict application of the laws and regulations.

iii)  Establishment of methods of land assessment, promotion of open and public transactions by such
means as public posting of land prices. Implementation of irrigation and drainage works projects in
the framework of exchange and consolidation of land plots in the Red River Delta and other regions.

iv)  The establishment of new “farms” should be encouraged in order to develop commercial agriculture
with enhanced productivity. In particular the “farms”™ are expected to play a major role both in utilizing
uncultivated land (estimated at one million hectares) for agricultural uses, and in producing commercial
crops for export. Moreover the government should take supporting measures to deveiop, extend and
secure markets for agricultural products. A “farm” can be considered as a large-scale agricultural
household, so measures for the “farms” should be planned and impl'emented in the framework of

policies for developing the management of individual agricultural households.
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