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EXPORT POTENTIAL OF

 AGRO-FORESTRY COMMODITIES OF VIETNAM

After over 10 years of renovation towards market mechanism along with a series of new policies issued, Vietnam agriculture sector has gained great success, with 10-year annual growth rate (1989-1999) of 4.3%. During this period, production of some main commodities has increased remarkably: food: 4.8%, coffee: over 10 times, rubber: over 5 times, tea: 4 times and cashewnut: 4 times.

Transforming from self-sufficient to commercial sector, Vietnam agriculture is improving its export some main products (including rice, coffee, cashew nut) having good competitiveness and solid footing in the world market; generating high economic efficiency. Commodity proportion has rapidly increased from less than 30% in 1995 to over 40% in 1999. Export rate in total annual output is rather high: rice: 20%, coffee: 95%, tea: 60%, rubber: 85%. Yearly export turnover increases by 15%; accounting for 30% of total value. Agricultural products become significant export items of the nation.

Therefore, the study in this paper on agricultural production, trade and processing as well as some other factors relating to demand of the international markets is very important to assess export potentials of several major agro-forestry products in the current and future international context. But there is a special note that what are presented in this paper are individual points of views of the expert, not reflecting the guidelines of the agricultural sector.

I. The world market prospect of some agro-forestry products early 21st century

In order to have an overview of Vietnam agricultural export market in the future, first of all, the paper will review the assessments on the world market potential, using information and analysis of some predictors from official international organizations such as FAO, IFPRI, WB and some other market research organizations of USDA and so on. For various sources and different analyzing measures are used, the results are not likely unified. Therefore, those are information for reference only, to identify market trends of some main commodities.

1. General trend of the world economy

According to the USDA forecast, the world population by 2008 will be 6.7 billion with over 80% living in developing countries. Africa and Middle East continue to have the highest annual population growth of 2.3% and 2.5% respectively. The next having rapid population growth are Asia and Latin America of 1.3% and 1.4%. The figure in developed countries and transitional economies is lower (0.5%) with the lowest rate of Russia, Eastern Europe, Japan and EU.

Table 1: Estimates of the world population growth (%/year)

Region
1991 - 1996
1997 - 2002
2002 - 2008

World
1,5
1,3
1,2

Developed countries
0,6
0,4
0,3

Developing countries
1,8
1,6
1,5

Transitional countries
0,1
0,0
0,2

Source: USDA, 1999.

In the long-term, East Asia financial crisis will slowdown the economic growth of developing countries to 5% in 2002-2008 against the level of 5.4% in 1991-1996. Asian economic growth is forecasted at 4.5% in 1997-2002 and 6.1% in 2003-2008. Russian and Ukrainian annual economic growth rates are projected at 2.8% and 2.9% in 2003-2008. 

Table 2: Estimates of the world economic growth (%/year)

Region
1991 - 1996
1997 - 2002
2002 - 2008

World
2,3
2,8
3,0

Developed countries
1,9
2,4
2,3

Transitional countries
-6,8
1,1
2,9

Developing countries
5,4
4,3
5,0

    East and South East Asia
9
4,8
6,1

    South Asia
5,4
5,3
5,4

    Latin America
3,1
4,1
4,3

    Middle East
4,5
3,7
3,9

    Africa
2,4
3,2
3,5

Source: USDA, 1999.

Except from those countries hard hit by the East Asian financial and monetary crisis, other developed countries have been enjoyed growth incentive from structural adjustment in 80 - 90 decades. Those nations are expected to gain the growth rate of 2.3-2.4%/year in the period of 1997-2008 against the 1991-1996 level of 1.9%.

The long-term global agricultural trade prospect is enshrined with brighter signals. East Asian economies will recover and reach strong growth pace after 3-4 years. Expected growth rate of other developing countries will also be higher than that of 80s-90s. In addition, the recovery of transitional countries along with trade liberalization process will facilitate the further development of global agricultural trade after the year 2000. Agricultural import demand is expected to increase remarkably in developing countries including China, South East Asia, South Asia, Latin America, North Africa and Middle East. Whereas, demand in Russian market has seen no optimistic signal.

Table 3: The world agricultural trade tendency


Production (%/year)
Demand (%/year)
Export (%/year)


1984-1994
1994-2005
1984-1994
1994-2005
1984-1994
1994-2005

Food and foodstuff
1,7
2, 0
1,8
2,0
3,0
2,4

Fruit and Vegetable
3,2
2,3
3,2
2,7
2,0
1,5

Tropical products
0,1
2,3
0,6
2,1
0,5
1,9

Raw materials
0,8
1,3
0,8
1,4
1,2
1,0

Note: Tropical products include: tea and coffee; raw materials contain of cotton, sheep skin and jute fiber, etc 

Source: FAO, 1999.

Due to high growth of per capita income and high demand, developing countries continuously play an important role in the general growth of agro- products' demand. Meanwhile, high and saturated per-capita income and low population growth rate will slowdown the demand increase speed in developed countries. Agricultural import demand of developing countries to 2005 is forcast at USD 162 billion, accounting for 49% of the whole world in comparison with USD 113.2 billion (43%) in 1993-1995 period. High import demand has rendered developing countries become net importer of agricultural products (project to gain 9.6 billion USD in 2005).

Table 4: Agricultural trade turnover of developing countries ( billion USD, 1994 price) 


Import
Export
Net  import


1984
1994
2005
1984
1994
2005
1984
1994
2005

Agricultural products
85,5
113,2
162
88,1
111,1
152,4
-2,6
2,1
9,6

Food products
57,5
78,6
112,4
49
67,3
94,5
8,5
11,3
17,9

Non-food products
28
34,6
49,6
39,1
43,8
57,9
-11,1
-9,2
-8,3

Source: FAO, 1999.

Table 5: Agricultural trade turnover growth rate of developing countries (%/year) 


Import
Export
Net import


1984-1994
1994-2005
1984-1994
1994-2005
1984-1994
1994-2005

Agricultural products
2,8
3,3
2,3
2,9
-
14,8

Food products
3,2
3,3
3,2
3,1
2,9
4,3

Non-food products
2,1
3,3
1,1
2,6
-1,9
-0,9

Source: FAO, 1999.

2. Export Potential of main agro-forestry commodities in world market

2.1 Rice

According to USDA, the world rice output by 2009 will be 429 million tons, raising rice output growth rate in 1999-2001 to 2.7%/year against 1.4%/year in 1989-1999. The increase in rice output is derived from the up trend in productivity thanks to new, hybrid and insect-resistant rice varieties. Rice productivity in 1999-2009 is forecast to reach 2.1%/year. On the other hand, for great pressure from industrialization and urbanization, cultivation area will not increase remarkably (to only 0.51%) in 1999-2009. Such countries as Japan and Egypt are witnessing the downward trend of rice area while others including China, Indonesia and the Philippines are finding measures to prevent the transformation of paddy land to other purposes. According to FAO estimates, in the next decades, paddy area will only increase in highland and swamp regions of Africa. 

[image: image1.wmf]0

5

10

15

20

25

30

35

1989

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

mil.ton

3

3.2

3.4

3.6

3.8

4

4.2

4.4

ton/ha

Output

Yield


Under USDA scenario, the growth rate of global rice trade will be 2%/year in 1000-1009 period, to 22.5 million tons in 2002 and 26.7 million tons in 2009 (an increase of over 6% against the record level of 1998).

Per-capita rice demand is on the downward trend in some areas with high income speed in Asia for the big amount of mid-level income has likely shifted people consumption pattern to utilize more meat products, vegetable and fruit and high-quality rice. On the other hand, the reduced Japonica high-quality rice supply will lead to higher demand of high-quality rice (partly due to higher price). Low-quality rice demand will be down in case of no abrupt changes regarding natural disasters or economic crises. However, the tendency will be shifted if demand on low-quality rice for animal feed increases.

USDA forecasts the increase in rice price in 1999-2009. But, if 1990 is considered the base year, the price is lower. Houston rice price in 1997 was 414 USD/ton and the price of Thai 5% broken rice was 352 USD/tons. The figures are expected to be down to 391.2 USD/ton and 317.4 USD/ton respectively since the world economy is in recovery. The next period (when the world economy gains stable growth rate) will witness the upward of rice trade and price. Houston rice and Thai 5% broken rice prices are forecast at 447.2 USD/tons and 371.4 USD/ton respectively in 2009. 
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Asian countries continue to be the largest rice importers, accounting for 49% of the world import volume. Rice demand here will increase as the economies enter recovery period. The tariff reduction in African countries will also increase rice import demand. According to 1999 FAO estimates, rice demand in African countries will increase 30%.

Thailand, Vietnam, the US and India remain to be main rice exporters in the world. Although Thailand still leads No 1 in rice exporters' list, this country will somewhat give up market share to Vietnam. Rice export volume of Pakistan, Myanmar, Cambodia and other Latin American is expected to rise while that of the US and India will decrease. China remains the rice exporter but with lower volume.
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URUGUAY round obligates the open of rice markets of Japan and South Korea and therefore high quality rice trade will increase remarkably. However, intervention measures into rice trade are still mobilized by Japanese and South Korea governments to protect domestic production, rice import volume therefore will not higher than committed level. It is projected that, by 2003, Japan and South Korea will import 759 thousand tons and 180 thousand tons. Respectively, by 2009, Japanese rice import will be at the same level of 2003 and South Korean rice import will reach 205 thousand tons.

2.2. Coffee

According to FAO, global coffee output is projected at 7.31 million tons by 2005 against 5.43 million tons in 1993-1995 period. The world biggest coffee production areas remain Latin America and Caribbean coastal area with production growth rate increasing from 2.5% in 1984-1994 to 2.8% in 1994-2005.

African coffee production growth rate is forecast at 2.1%/year in 1994-2005 period, mainly for the increase in newly cultivated area. The annual growth rate is expected to be highest in Asia (at 3.31% in 1994-2005, in which that of Vietnam is 7.9%).
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The forecast from FAO shows that coffee supply in the world market seems to be higher than the demand, limiting the increase in coffee price.

It is expected by FAO that coffee export volume in 2005 will be 5.7 million tons. Latin America and Caribbean coastal area are still the two largest exporters with export volume in 2005 of 3.73 million tons, accounting for 66% of total export volume. In contrast, the volume of African countries will be less than 1 million tons, making up 16% of the total against 18% of 1994. Whereas, Asia is predicted to export 959 thousand tons of coffee to the world market, representing 17% of the total global coffee
.

The world coffee import demand is forecast to increase by 1.7%/year in 1994-2005, gaining 5.15 million tons in 2005 in comparison with 4.28 million tons in 1994. In 2005, developing countries will import 438 thousand tons, accounting for 9% of the world import volume (unchaged from 1994's). Import growth rate of developed countries is only 1.3%/year in 1994-2005, to 4.71 million tons in 2005. Coffee import increase in North America is only 1.3%/year (not higher than the last decade's amount), gaining 1.26 million tons in 2005. European import increases by 1.3%/year, projectedly to 2.74 million tons in 2005. In 1994-2005, annual Japanese import is forecast at 2.5%/year, much lower than the level of 5.9% in 80s. Meanwhile, due to low economic growth, Russian import growth is only 1%/year. Import volumes of Japan and Russia are expected to be 439 thousand tons and 133 thousand tons respectively in 2005.
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2.3. Tea

FAO forecast shows that the world tea output will be up from 1.97 million tons in 1994 to 2.7 million tons in 2005 (equivalent to 2.8%/year). Tea output is expected to be upward in most of the main tea producers in the world.

The world tea consumption is projected to increase from 1.97 million tons in 1994 to 2.67 million tons in 2005 (gaining the annual growth rate of 2.8%). Tea consumption of developing countries remains to be the highest, up from 1.41 million tons in 1994 to 1.95 million tons in 2005. The relaxed tariff barrier leads to the increase in tea consumption of such countries as India, Pakistan, Iran and Egypt, with the volume of 8320 thousand tons (the increase of 3.2% a year), 160 thousand tons, 122 thousand tons and 90 thousand tons respectively. Tea consumption of developed countries will increase by 2.2%/year, gaining 719 thousand tons in 2005. Tea demand of some EU countries including Germany, France and Italy will slightly rise while that of Great Britain continuously drops. Annual tea consumption rate of the US is forecast at less than 1% while that of other countries belonging to former Soviet Union increases 4.5%/year, reaching 250 thousand tons in 2005.
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In 2005, the world tea import demand is projected at 1.27 million tons, equivalent to 2.3%/year in 1994-2995 period; with the import volume of developing countries being 626 thousand tons (an increase of 3.1%/year) and the volume of developed countries getting 642 thousand tons (an increase of 1.6%/year). Tea import of Former Soviet Union countries, the US, England, Pakistan and Egypt accounts for 51% of the world tea import volume.

Tea export is forecast to be 2.5%/year in 1994-2005, reaching 1292 million tons in 2005, of them 78% exported from the main exporters including China, India, Indonesia, Sri Lanka and Kenya. African tea export in 2005 will be 401 thousand tons, an increase of 2.8% in the period of 1994-2005.

Supply in the world tea market is estimated by FAO to be higher than demand, placing pressure to make price low. In addition, tariff imposed on tea by the main tea importers remains low, so the Uruguay round impact on the global tea trade is assessed modest. However, the potential tea importers still place high tariff on imported tea. So the imminent drop of import tax by those countries will facilitate the increase of the world tea demand. Estimatation from the World Bank shows that tea price in 2005 will be 1750 USD/ton. Facing the surplus in tea market, FAO suggests that tea policies of exporters should focus on exploiting potential tea markets.
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2.4. Rubber

The period of 1994-2005 is projected to witness the slow down in rubber output growth to only 3.4%/year (equivalent to 7.76 million tons in 2005). The world natural rubber production will continuously be dominated by the East Asia. 
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The world rubber import is estimated to increase by 1.7%/year during the period of 1995-2005, gaining 5.7 million tons in 2005. In this period, import volume of developed countries is only 1.1%/year. The US remains to be the largest rubber exporter in the world with the forecasted import volume of 1.1 million tons in 2005. The next importers are EU and Japan with the 2005 volume of 920 thousand tons and 760 thousand tons respectively. Import demand of developing countries will continuously increase remarkably, especially those from the East Asia region. It is estimated in the 1995-2005 period that import increase of developing countries will be 2.6%/year with that of China being 12.5%/year and South Korea of 4.6%/year.

Thailand and Indonesia will keep on dominating the world natural rubber export market while the exports of Malaysia is on the downward trend. Those 3 countries will projectedly export 4.6 million tons of natural rubber, making up 86% of the world export market. Those countries from Africa, Latin America and East Asia will continue to increase their export volume, of them Vietnam running the first tract with the estimated amount of 150 thousand tons in 2005. Whereas, the exports from Sri Lanka will be down due to lower production and higher domestic demand.

[image: image14.wmf]0

200

400

600

800

1000

1200

1400

1994

1995

1996

1997

Indonesia 

Malaysia 

Thailand

Vietnam


[image: image15.wmf]400

450

500

550

600

650

700

750

800

850

 1/98

4

7

10

 1/99

4

7

10

 1/00

4

7

 Export price

World price


2.5. Meat 
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FAO estimates that the world meat output in 1994-2005 will increase by 3.19%/year to 268.2 million tons in 2005. The annual global meat trade in the same period will gain 3.35%, reaching 20.9 million tons in 2005.

Also according to FAO, pork output will experience an increase of 2.2%/year, to 102 million tons in 2005, with the remarkable volume in China who has produced 40% of the world pork output. Pork production in Asian countries will also increase due to higher domestic demand. Whereas, pork output of developed countries will only gain 29 million tons in 2005, 1.5 million tons higher than 1994. Most pork comes from the US and Canada because pork sub sectors in those countries have undergone transitional period. Former Soviet Union pork output will reduce. In EU countries, pork production will mostly be stagnant for environmental policies and low meat demand fail to encourage investment into this sector.
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Pork trade occupies small part in the total output (around 4%). The world pork markets focus on some countries: in 1994, Japan, Russia and the US made up 60% of the global pork import while EU countries, Canada and China accounted for 55% of the total export volume. Global pork trade will increase by 1.7%/year in 1994-2005, to 3.6 million tons in 2005. Japan will reduce its import in comparison with the period of 1984-1994. Hong Kong, Singapore and South Korea are planned to encourage its imports. Russia, the second largest pork importer in the world, will improve its import to compensate the big gap due to output reduction. The US import is also reported to decrease.

The strong competition among pork exporters causes the stagnancy in pork price in the world markets. In 1995, the US pork import price was 2470 USD/ton while that of 1999 was only 2046 USD/ton for the downward of the world demand. Under FAO estimates, pork price this year only increases by 2.8%/year (to 2618 USD/ton in 2005) despite the increase of 6%/year of animal feed price.
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2.6. Wood and wood products:

2.6.1. Industrial round wood: 

FAO shows that in 2010, the world industrial round wood output will be 1848.7 million m3, with that of China being 121 million m3 (meaning that domestic production can meet internal demand). In the period of 1992-2010, industrial wood output of Indonesia will increase by 46%, to 57 million m3 in 2010. The next ones will be Malaysia with 48 million m3 and Japan with 31 million m3.

[image: image20.wmf]0

500

1000

1500

2000

2500

Domestic price

Export price

World price


The year 2010 is predicted to witness the import of 137.9 million m3 of industrial round wood, including 105 million m3 of Asia-Pacific. The big importers are Japan (with the import volume increasing from 47.3 million m3 in 1992 to 84 million m3 in 2010), South Korea (from 10.1 to 12.3 million m3 in the same period), the US (from 2.3 to 2.66 million m3). Import amount of European countries will be around 21 million m3. In contrast, China will reduce its import volume from 6.2 million m3 in 1992 to 2.4 million m3 in 2010.

The world industrial round wood export will gain 137.9 million m3 in 2010. In 1992-2010, the following countries will increase its export volume: Myanmar (from 1.1 to 4.3 million m3), New Zealand (from 4.9 to 15.7 million m3), Canada (from 3.7 to 4,3 million m3), Chile (from 4.1 to 12.6 million m3). The US is the biggest industrial round wood exporter in the world. However, to 2010, this country will reduce its export volume to 22.9 million m3. And Malaysia will also slightly reduce its export from 17.9 to 17.8 million m3. 

Industrial round wood price in the world market was kept stabilized in 60s and 70s. In mid 70s and 80s, due to the abrupt increase in energy price, industrial round wood price was changed remarkably and reached its height in 1974. Since then, the price has reduced gradually in 1962; industrial wood price was 101 USD/m3 against 93 USD/m3 in 1992. But in 1997, the price slightly increased to 98 USD/m3. It is estimated that to 2010, industrial wood price will sharply increase to around 160 USD/m3.

 II. Export potential of Vietnam agricultural commodities

1. General situation

Vietnam has exposed itself with great potential in agricultural development with two main advantages of human and natural resources. About 70% of working forces are now working in agricultural sector with good educational level in comparison with general level of developing countries. Vietnamese laborers are so diligent and active with rich tradition and experiences in cultivation and animal raising; but enjoy the average daily working salary lower than those from other regional countries. These are important factors to reduce production costs of agro-forestry products in the current fierce competition of the world. 

Located in tropical and monsoon area, Vietnam stretches along the coastal area with favorable conditions to communicate with outside world. Vietnam also has various ecological regions convenient for developing different kinds of animals and plants. According to general evaluation of economists, Vietnam has rich advantage for agricultural development.

In addition, Vietnam has embarked on economic development while other regional countries have entered industrialization period, gradually transforming natural resources from agricultural sector to industry and services reducing the export of agricultural products compared to industry and service products in total. Against this background, Vietnam possesses good conditions to mobilize its advantages to expand its agricultural markets. 

However, not all agro-forestry products of Vietnam have export advantages. Some of them with low competence in terms of technology, infrastructure and marketing skill have great potential in case that those factors are improved. Therefore, the right assessment of advantages regarding current competitiveness and future potential of products is very significant to propose rational and effective trade policies. In the current context when no detail research is publicized, this document will focus its efforts on studying comparative advantages of main agricultural products in the international integration process through some main indexes of productivity, output, production cost and benefits.

In evaluation of competitiveness of some commodities, "comparative advantages" is commonly used. There are two kinds of advantages:

* Static comparative advantage: current comparative advantages of a nation to produce export items.

* Dynamic comparative advantage: potential comparative advantages that will appear in the near future.

Those two sorts of advantages will change when the time goes by. The commodities with high comparative advantage at present are not surely the ones with great favor in the future. Thus, the assessment of export potential depends on orientation in terms of main guidelines and policies to capitalize on static and dynamic comparative advantages of commodities. In the current situation when no deep research is given out and not enough information is collected, the following indicators divided by main groups are temporarily used to express comparative advantages of commodities:

1. High competitiveness (with static comparative advantage):  those products possess high natural and economic advantages with (1) production cost lower than any prices in international market, (2) long-term development potential; (3) large markets; (4) advantages in terms of one of the following aspects: productivity, quality or production cost. Vietnam now has 3 products belonging to this group: coffee (high productivity, good quality), cashew nut (high quality) and rice (low production cost).

2. Medium competitiveness (with dynamic comparative advantage): those items have advantages regarding natural condition but with poor processing technology and weak raw material production techniques; making productivity, quality and production cost unable to compete with other exporters. So the exports of those products depend on price fluctuation in the world markets with unstable markets and benefits, even sometimes getting losses or narrowing exports. The items include rubber, tea, wood products and etc.

3. Poor competitiveness: those products have several natural or social advantages. But constrain in terms of techniques, organization, infrastructure and policies have made productivity, quality and production cost less competed with other export countries. In spite of some potential markets, those items currently do not have specific markets. Only limited amount of them are exported. And when trading conditions are unfavorable, measures to protect trade must be imposed on the products to maintain even domestic markets. Those products include vegetable, fruit, pork, sugar and etc. Some of them do not have static comparative advantages but may have dynamic advantages with potential to be exported in the future. So they are also the studying objects of the paper.

4. No competitiveness: production conditions of the products are not proper or not as favorable as those of other main exporters. Production costs of materials and processed products are higher than international prices. These are products that Vietnam has to import. They are not included in the list of main products, including: wheat flour, milk, edible oil, tobacco materials, beer materials, cotton and so on. The products of group 4 are not studied in this paper.

In general, the identification of competitiveness according to those indicators is only relative. The following are specific analysis of different commodities.

2. Export potential of Vietnam main agricultural commodities 
2.1. Rice

2.1.1. Production and export 
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Rice is a main agricultural commodity of Vietnam. Out of 9.3 million ha of agricultural land, there are 4.3 million ha of paddy land, accounting for 46% of total area, with over 70% of population living on rice production. Paddy land is concentrated mainly in 2 plains Mekong River Delta (MRD-over 2 million ha, making up 45% of total paddy land) and Red River Delta (RRD-600000 ha, accounting for 15% of the total).

Over the recent years, paddy production has strongly developed in terms of area, productivity and output. In 2000, paddy cultivated area is nearly 7.7 million ha, 1.3 times higher than 1989, gaining the annual growth rate of 2.4%/year. Paddy productivity is 4.2 tons/ha (an increase of 1.3 times against 1989's figure, meaning the annual growth of 2.6%). Thanks to the development in productivity and cultivated area, rice output over the last years has gained rather high growth rate. In 2000, paddy output is 32.7 million tons, 1.7 times higher than 1989 with annual growth ratio of over 5%.

Along with the development in area and production, post harvest technology has also undergone progressive step forward. Milling technologies are now completed. The rate of high quality rice in total production over the last years has gradually increased due to the improvement in selection and application of new paddy varieties and the better processing technologies to reduce loss rate and promote rice quality. 

Thanks to stable and high growth rate, at present not only domestic demand has been satisfied but great surplus has been reserved for export as well, bringing Vietnam to the second rice largest exporter in the world after Thailand. For the last 12 years, Vietnam has exported nearly 30 million tons of rice to more than 30 markets, mostly Asian markets, generating nearly 7 billion USD for the nation, gaining the average growth rate in the period of 1989-2000 of nearly 13% in terms of export volume and 12% regarding turnover. In 1999, rice export volume all over the country was 4.5 million tons; the highest amount so far, benefiting over 1 billion USD. However, in 2000, due to the reduction in the world demand and price, rice export volume of Vietnam reduced to about 3.5 million tons, reaching the turnover of around 600 million USD. This change has produced not small impact on Vietnam rice export capacity in the time to come.
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2.1.2. Evaluation of export capacity

Export potential of one commodity depends mostly on production potential and infiltration capacity into the world market. In other words, it relies on its competitiveness in international markets. The development and achievements of rice production sub sector show that Vietnam is possessing strong potential in rice export in the next time.

Vietnamese people have the longstanding rice production tradition of "water-paddy civilization". In addition, the concern and strong investment of the State in irrigation, seeds and technologies have raised Vietnam rice productivity to 4.2 tons/ha in 2000 incomparison with 2.2 tons/ha of Thailand and 2.9 tons/ha of the Philippines. The higher rice yield of Vietnam clearly expresses advantages of Vietnam in terms of natural conditions and intensive farming level in rice production. 

In production activities, production cost is one of the most important indicators to assess production effectiveness and its strong impact on competitiveness as well as export potential of the commodity. Production cost has greatly influenced profits, selling price and directly reflects the advantage of a country in preparation to join international trade. Vietnam rice production cost is generally low. Surveyed data from Institute of Agricultural Economics on economic efficiency of paddy producers in Red River Delta and Mekong River Delta in 1997 revealed that in general, rice producers there could make benefit. Average production cost in Red River Delta is VND 1197 /kg of paddy and that of Mekong River Delta is VND 1006/kg of paddy.

            Table 5. Paddy production cost, farm-gate price and profit in Vietnam

Items
Unit
Region



RRD
MRD

1. Production cost
VND/kg
1197
1006

- Material costs
VND/kg
778.5
754.43

- Labor cost
VND/kg
418.45
251.47

2. Farm-gate price
VND/kg
1914.8
1362.5

3. Profit
VND/kg
717.8
356.6

      Source: Que.N.N., 1997.   

Thanks to low production costs, Vietnam really has advantage in rice production, according to IFPRI. That advantage is expressed through the low Domestic Resource Cost (DRC) of rice production, especially in Mekong River Delta.

Table 6. DRC of rice production in RRD and MRD

Region
Season
DRC

Red River Delta
Winter-Spring
0.87


Summer-Autumn
----


Rainy
0.64

Mekong River Delta
Winter-Spring
0.28


Summer-Autumn
0.37


Rainy
0.41

Source: IFPRI, 1996

Table 6 shows that the DRC of rice production in MRD is below 0.4. This implies that it costs only 40 VND in domestic resources to generate 100 VND in foreign exchange through rice production. In RRD, rice production has lesser comparative advantage but it is still worth.

However, recently, due to the reduction in the world rice demand and fiercer competition, Vietnam rice price likely decreases. The main reasons causing the lower competitiveness of export rice of Vietnam over recent years are: (1) reduced world price;  (2) impacts of tightened exchange rate polices of Vietnam; (3) policies supporting competitiveness of rivals especially Thailand. Rice trade has become more and more difficult. Low quality rice price reduces quickly while markets are in greater and greater demand of quality rice.
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Thai rice price reflects strongly the price in the world market. Due to stable quality, high delivery reliability, good promotion activities and consistent prestige in the markets, Thai export price is often higher than that of the same rice of Vietnam. Prior to 1998, the disparities in export rice price between Thailand and Vietnam were 70-80 USD/tons (with regard to 5% broken rice) and 30-40 USD/tons (to 25% broken rice). From 1998 up to now, the disparity has reduced remarkably to only 10 USD/ton in 1999 and even to zero at the end of 2000. This shows the great efforts of Vietnam in marketing, trade liberalization and rice quality improvement.

A big part of population living in deep and remote areas is often driven to local starvation (especially in the time between 2 harvest crops and during the period of  natural disaster). This situation is attributed to the shortage of food for low income. In this circumstance, food security always ranks the first priority of the Government. With great efforts made, the hunger elimination and poverty alleviation activities have gained excellent results with the average reduction of 2%/year of poor households. In addition, policies to liberalize rice markets have been formulated. Those polices are more and more relaxed, from (1) the entire management of distribution and circulation; (2) domestic commercial liberalization; (3) management of export through quota and identification of the number of export enterprises; (4) expansion of export quota; (5) increase in export enterprises and to  (6) elimination of non tariff items. Thanks to that, domestic rice price is closer to the world price, producing benefits for rice producers.

However, for the recent reduction of the world rice price, several policies have been continuously applied to protect producer interests including (1) providing rice export enterprises with loans at preferential interest rates to purchase rice from farmers in harvest crops or to reserve rice pending export; (2) delaying or exempting tariff for people in areas suffered from natural disasters; (3) offering farmers with loans for production development, irrigation investment, new variety development and construction of processing firms and stores.  Thanks to that, bad impacts of market fluctuation will be reduced; stabilizing production scale of main rice production areas.

2.1.3. Export potential

Generally, according to common evaluation of the world market in the near future, rice price will not rise much for the continuous supply increase in main production countries. At present, Vietnam export rice accounts for 17% of the world market share so the volume of Vietnam rice export has strongly influenced the price in low-quality rice markets. It is obviously not necessary for Vietnam to improve investment in rice production as previously even Vietnam rice has great competitiveness. The most appropriate strategies in the time to come are:

- Reducing paddy area from 4.3 million ha to 4 million ha or even lower in accordance with the supply and demand performance in the world market; improving market information activities to timely provide farmers with market information; changing to produce other plants aquaculture (rotating or non-rotating with paddy) with higher economic efficiency in the rest of paddy area; focusing on paddy production only in the most appropriate seasons.

- Focusing a part of paddy land (not least in Mekong River Delta) on establishing on large scale high quality specialized rice production areas (including fragrant rice, long grain such as Jasmin of Thailand, Khaodacmaly of India) because the stable markets of this kind of rice with much higher price.

- Setting up specialized areas to produce low quality rice variety with high productivity, particularly the hundred-ha areas producing hybrid rice variety in Red River Delta to satisfy the demand of low quality rice export market serving animal feed and materials for processing products of alcohol and starch.

- Opening new markets to export Japonica rice to East Asia markets (Japan or South Korea) that are gradually opening their markets under the pressure of WTO commitments. Vietnam now has practical conditions to produce in Red River Delta and some North mountainous areas this high quality and productivity rice variety.

Generally speaking, the maximization of rice export potential requires the improvement of quality, consolidation of post-harvest technology to reduce losses (post-harvest losses of Vietnam remains too high - 10%, making Vietnam loss about 3 million tons of paddy a year, equivalent to over 5000 billion dong). Besides, it is necessary to enhance trade promotion activities, to develop market and improve competitiveness of Vietnam rice in the world markets.

2.2. Coffee

2.2.1. Production, processing and trade

Coffee was planting in Vietnam since 1857 in Hanoi, Quang Binh, Kontum. But until the early 20th century, the plant was cultivated on larger scale in farms of the French in Phu Quy - Nghe An and then Dak Lak, Lam Dong with the area of less than thousands of ha. The North mostly plants Arabica with productivity of 400-600 kg/ha, even to 1 tons/ha in the good intensive areas. In the south, Robusta is more popular.
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After the inception of renovation in 1986, especially since 1990, Vietnam has gained great leap forward in terms of area, productivity and output. Over the last 10 years, Vietnam coffee growth rate has been quite high. From 1990 to 2000, coffee productivity has increased by 7.5 times, with growth rate of 2.3%/year, much higher than the level of other coffee producers in the world (India: 9.9%, Colombia 1.2%, Indonesia 0.5%). Cultivation area has also remarkably increased by about 17%/year. In 2000, coffee cultivation area of the whole country is 516 thousand ha. Coffee is an advantageous export product of Vietnam. This is planted in proper conditions of soil and weather in upland areas with rather high quality and good taste. However, the quality of processed coffee for export is lower than fresh coffee, reducing Vietnam coffee price in comparison that of other exporters.

In addition, over the long time, coffee-processing industry has met many difficulties: low investment, backward processing technologies and high post-harvest losses. Over 80% of coffee is produced by small households who are in shortage of minimum preliminary processing tools. Enterprises procuring and trading coffee also lack storage system and processing equipment. Therefore, small-scale coffee processing industry of Vietnam is facing the danger of being competed by foreign companies. At present, Vietnam only possesses one instant coffee company in Bien Hoa (Dong Nai) with the capacity of 1000 tons of instant coffee/year. Coffee processing industry has not caught up with the development of production, limiting the development of coffee finished products for export as well as the improvement of intensive processing for increasing added value of the export product.
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Weaknesses in coffee processing, trade and production organization have widened the disparity of coffee prices between Vietnam and the world (about 300 USD/ton on average), jeopardizing domestic producers. 

Domestic demand is not so high but is increasing at high speed. About 95% of output is for export to over 50 countries in the world, including the US, EU countries (Germany, Switzerland, England, France, Netherlands, Spain, Italy and etc), and Asian nations (Japan, Singapore, China, the Philippines, Malaysia and Indonesia).

Coffee export volume has also been in the upward trend. During 10 years (1990-2000), Vietnam has exported nearly 2 million tons of coffee, achieving the total turnover of 4 billion USD. In 1998, export turnover was 594 million USD, the ever-record level, accounting for over 17% of total agricultural export value. Currently, coffee is the second highest export turnover product of Vietnam, after rice.

However, just like other export commodities including rice, rubber; coffee has suffered seriously from strong fluctuation of international markets. Since 1998, the great reduction of the world coffee price has slowed Vietnam export price from 683 USD/ton in 2000 to 479 USD/ton in the first quarter of 2001.  That is why export turnover drops (equal to only 80% against the level of 1998) in defiance of the continuous increase in volume (1.81 times higher than the 1998 figure). The price drop is a great challenge facing all coffee exporters in the world in general and in Vietnam in particular.

2.2.2. Export Capacity
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Vietnam soil and climate are very convenient for the plantation of coffee.  Basalt soil, the good kind for cultivating coffee, is found everywhere in Vietnam, particularly in Central Highland and North East South. In addition, monsoon, tropical climate and similar rainfall in every month are also advantages for the growth of coffee. Thanks to those favorable natural conditions, the productivity of Vietnam coffee is rather high, to 2100 kg/ha in 2000, higher than that of Indonesia (480 kg/ha), India (1007 kg/ha) and much more than the average level of the world.

The high productivity has reduced production cost, especially in Dak Lak. Survey from the Institute of Agricultural Economics in 1997 showed that average production cost of 1 kg of coffee in Dak Lak was VND 7147 /kg while that of other regions might reach to VND 10130/kg. Coffee producers have gained much benefit from the large difference between selling price and production costs. Profit per one ha of households with low investment is VND 9.4 million, that of households with medium investment is 10.3 million dong and that of highly invested households even reaches VND 3.1 million per ha.
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As previously stated, over 95% of output is for export, so coffee price depends much on international price. Previously, the rather high price in the world markets brought about high profit for producers and exporters. So at that time, expansion of coffee production stood as effective measure to improve income of rural population in many areas, not least in Central Highland. Even in 1999, export price dropped somewhat against the level of previous years but still reached USD 1285 /tons, proving the high competitiveness of Vietnam coffee.

However, from 1999 up to now, coffee price in the world markets has continuously and strongly decreased, seriously affecting domestic and export price of Vietnam. Domestic price reduced from USD 1250 /ton in 1998 to about USD 900/ton late 1999 and even to USD 500/ton at the end of 2000. Whereas, export price also dropped from USD 1560/ton in 1998 to about USD 1200/ton in 1999 and even to USD 500/ton late 2000. Moreover, the too far difference between Vietnam export price and the world price has dropped the profit from coffee production of Vietnam.

In order to protect the interests of producers, the government has issued a series of policies including the permission to purchase 140000 tons of coffee for preservation; tax exemption and provision of loans to farmers and etc.

2.2.3. Export potential

Vietnam has great potential in coffee export, occupying rather great share in the world market. Facing difficulties of the world coffee market without any signal of further improvement, the following activities should be implemented:

- Keeping or even reducing Robusta coffee production scale; stabilizing or shrinking the current area of 500000 ha cultivating Robusta in the most favorable natural conditions; improving technology of drying and processing technologies; minimizing post-harvest losses and improving quality of material coffee.

- Experimentally researching and expanding area for Arabica production in the North of Vietnam; cultivating more tens of thousands of Arabica to meet high domestic and the world demand; transferring a part of area to plant new and high quality varieties including Bourbon and Typica that can be sold at high price.

- Clearly identifying internal and external markets; investing in intensive processing of instant coffee and etc to improve the export at high price of high value-added product under the label of Vietnam; targeting to export to new emerging markets and the vast market of China.

- Improving production, trade and export system; developing futures market to shrink the difference between export and the world prices.

2.3. Cashewnut 

2.3.1. Production - Processing - Trade

Vietnam is the Southeast Asia's biggest cashew producer and the world third exporter following India and Brazil. In Vietnam, cashew is grown from the Centre to the South, concentrating in some Southern provinces such as Binh Phuoc, Dong Nai, Binh Thuan, mainly by extensive farming method. According to the Cashew Association's report, Vietnam has currently more than 250.000 ha of cashew, concentrating in North East South (150.000 ha), Coastal Southern Central (60.000 ha), and Central Highlands (30.000). Vietnam's cashew productivity reaches 500-600 kg/ha in average, relatively high in comparison with other countries namely India (500 kg/ha), Brazil (450 kg/ha), and Mozambique (400 kg/ha).

Instability in productivity and area has made Vietnam's cashew output fluctuate widely. During the period of 1995-1997, the average growth rate of cashew output is 15%, lifting to 67 thousand tons from 47 thousand tons, making Vietnam the ASEAN's biggest producer and the world's third one. In 1999, because of unfavorable climate, Vietnam's cashew output decreased sharply to about 41 thousand tons. In 2000, effectiveness in cashew production is rather high, then the output is more than 60 thousand tons.

Despite the instability in production, in recent years, Vietnam's cashew processing industry has been improved significantly. The number of cashew processing plants increased from 30 in 1994 to the current figure of 62 with total capacity of 250000 tons/year.

Table  7. Cashew processing capacity of Vietnam 

Year
Number of factory
Total capacity

(ton/year)

1988
3
1000

1989
7
13000

1990
19
17000

1994
30
75000

1995
40
100000

1996
52
150000

1998
60
220000

1999
62
250000

Source: Vietnam Cashew Association, MARD, 1999
Almost all processing plants are in the South (70% of the total number) with the total processing capacity of 200000 tons/year. About 60% of plants are state-owned enterprises with big capacity (more than 5000 tons/year), able to process all amount of raw cashew output. Skin-separating technology of Vietnam is semiautomatic, designed by Vietnamese experts, really suitable to our conditions. This technology is cheap, labor-intensive and produces higher rate of whole nuts than automatic separating machine of England, Italy or India. In Vietnam, most of processing companies have their own plants and stations for procuring raw cashew serving their processing. Some companies have invested in production zones to encourage farmers to grow cashew by many ways such as credit support or supplying new and high productivity cashew.

With the development of processing technology, since 1995, Vietnam has transferred from raw cashew export to processed one. For the past few years, for the decrease in domestic raw cashew supply, and the increase in demand for material of processing plant, Vietnam has had to import raw cashew from African countries for processing factories to use up their capacity and create jobs. In 1997, Vietnam import volume increased from 2000 tons in 1997 to 33000 tons in 1999, mainly from Africa whose cashew quality is lower than domestic one. Although developing more strongly than production sector, processing industry is still infant with (1) low effective production and trade (using only more than 10% of the design capacity), (2) failure to make advantage of by products, (3) incomplete technology that polluting the environment.

The export share  in cashew output is rather high, accounting for 90% with increasing number of countries importing Vietnam's cashew, from 16 in 1997 to more than 23 in 2000, in which China, Australia, the United States, the Netherlands are our biggest partners. In 2000, the quantity of cashew nut exported to China accounts for 40% of total national cashew export amount.

From a commodity belonging to no state-owned enterprises, having less investment for scientific research agencies, cashew has grown up to be one of the most important export products of Vietnam. In 2000, cashew nut export output reaches 26400 tons with the value of USD 30 million, ranking Vietnam the third exporter in the world, following Brazil and India. During 5 years, Vietnam's export volume doubled (while that of Brazil increased one and a half times and India remained). Vietnam exports about 25000 tons of cashew nut annually, accounting for about 16,9% of the world market. From only 1993 till now, Vietnam has exported 171 thousand tons of equivalent cashew nut, generating US$ 800 million.

2.3.2. Export capacity

Land and climate in some regions of Vietnam are really suitable for cashew to grow. Cashew is not land-selective and able to stand harsh climate (alum, salty, drought,...). It is favorable natural conditions that make Vietnamese cashew productivity rank the height in the world, reaching 500-600 kg/ha in average, against 500 kg/ha of India, 450 kg/ha of Brazil, and 400 kg/ha of Mozambique . In addition, Vietnam has a plenty and cheap labor, able to use it in simple work of cashew nut separation which increase considerably the quality of processed product with low cost.

The average cost of raw cashew production is only about VND 4.4 million/ton. Because of the difference in natural and production conditions, production cost varies by provinces. With the average price of VND 8520/kg in 1998, cashew farmer could gain a rather high profit, even in low productivity regions with high cost. This confirms the advantage of Vietname cashew.

Owing to the advantage in raw cashewnut production, processing cost for export of Vietnam cashewnut is relatively low. The production cost of one ton of export cashew nut in the  Central Highlands was  lower about USD 1000 in 1998 than export price. With the rather high different level between export price and processing cost, cashew trade bring exporters big profit. However, Vietnamese export price is relatively low in comparison with the international price. The main reason are inconsistent quality of cashew, outdated processing technology and weak prestige in the international markets. If the gap between our export price and international price is narrowed in the years to come, Vietnam will earn much more profit from production, trade and export activities.

2.3.3. Export potential 

Vietnam cashew export potential is very promising. The world cashew nut demand is very big and increases vigorously by 7%/year. Its high processing quality and low cost help increase competitiveness of the commodity in international market.

Vietnam should continuously expand cashew area planting new and high productivity seeds by about 150-200 thousand ha in Central, North East South, Central Highlands, increasing raw material for processing factories, declining production cost and raising export quantity.

It is possible to diversify processed products and by-products. Processing food of which ingredients including cashew need to be invested in to develop higher value-added products.

What needs to be concerned to maintain and improve cashew export potential is establishing material production areas to create stable supply for processing factories, avoiding the import of low quality raw cashew from African countries. So, it needs improving seed, agricultural incentives, infrastructure support to develop a stable and high quality material region.

2.4. Rubber 

2.4.1. Production, processing and trade
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Land and climate in many region such as North East South, Central Highlands are really suitable for rubber production. For a long time, Vietnam rubber has been a popular commodity in the world market. For the last years, our government has given priority to expand rubber planting area, to more than 406,900 ha in 2000, gaining the output of about 291.9 thousand tons/year, five times as many as that of 1990. In the period of 1990-2000, the average growth rate of Vietnam rubber planting area is 6.4%/year. Due to higher investment in research of seed improvement, infrastructure construction, productivity increase, in the same period, rubber output gains high growth rate of more than 18%/year.
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Rubber is an important commodity contributing significant share to total agricultural export value. In 1996, rubber export value of Vietnam was approximately USD 250 million. However, because the rubber price in the world market is tending to decrease fastly, especially after financial crisis, so in recent years though exported quantity is still rising, exported value is  stagnant. In the last 5 years (1995-2000), average export rubber quantity grew at 16.4% per annum, reaching 273 million ton in 2000. In the same period, however, export value only increased by 1% per annum, reaching USD 166 million in 2000.

2.4.2 Export capacity:
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Although having considerable growth, Vietnam rubber sector is extensively developing. Our productivity is still low in comparison with that of regional rubber producing countries. Though the average growth rate is rather high, reaching 6.27%/year in the past 10 years, Vietnam's rubber productivity at present is 545 kg/ha, lower than 743 kg/ha of Thailand and 910 kg/ha of the whole world.

Thanks to plentiful labor force, low labor cost and effective cultivating method, Vietnamese rubber production cost is relatively low compared to regional countries. In the period of 1994-1997, the average production cost of Vietnam is equal to only 60% that of Malaysia, 70% that of Indonesia and Thailand. This proves that Vietnam has comparative advantage in planting rubber, which in turn is very important to push up rubber export.

Because of distinguished cultivation and land conditions, there exist great difference in rubber productivity among regions, causing high different level of production and processing costs, lowering profit gained from rubber production and processing. 
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In recent few years, rubber price has changed dramatically, intensively affected by the regional financial crisis. Because of decreasing demand for rubber of main markets such as China, Japan, and the currency devaluation in relation with US dollar in main rubber producing countries in Southeast Asia such as Thailand, Malaysia, Indonesia, rubber price plunged by 40% in the annual crop of 1997/1998 compared with the last one. Early February-March/1998, the rubber price increased, and then decreased constantly. In September 1999, the rubber export price of Vietnam was only USD 520/ton, equal to 65% of that in February/1998. At such a level, the export price is even lower than production cost. This is why, in the period of 1998/1999, rubber production and business experienced great losses and many households cut down rubber plants for selling rubber wood, wasting too much.

Besides, low export share in the world market (about 3.8%) and weak prestige have plunged Vietnam export price. Vietnam's prices for the same RSSI in 4 markets are all lower than those of Malaysia, Singapore, and the United States. Ordinarily, with rubber of the same kind and quality, the price of Vietnam is 150-500 USD/ton lower than that in New York, 100-250 USD/ton in Kualalumpur, USD 100-200/ton in Singapore. On 01/02/2000, the price of rubber RSS3 in Shanghai was up to RMB 9100/ton  (USD 1096/ton), in Thailand to USD 680/ton. And in Vietnam, FOB price of rubber exported to China and other markets was only around USD600/ton55.

This reveals that our rubber export enterprises are in shortage of market information and have low bargaining power. Moreover, the ineffective export organizing activities have  imbalanced  export progress and made enterprises suffer from price pressure from partners. Besides, Vietnam rubber is low in quality and poor in species. Vietnam's biggest rubber export market is China (accounting for about 40-50% of the output), because nearly 90% of our SVR 3L output is suitable for production of low quality tire and tube. Rubber SVR 10, 20 has big potential market, but Vietnam's output is not enough to meet its need.

2.4.3. Export potential

In the coming years, the international rubber market has seen positive prospect. Vietnam can expand rubber production, raising the area of rubber up to 700000 ha by 2010 mainly in North East South, Central Highlands, South Central Coast, North Central Coast, of them state-owned enterprises possessing 250000-300000 ha, of private enterprises and small-size plantations: 350000, and of joint-venture companies: 50000-100000 ha.

The following are what should be done to improve export potential of Vietnam rubber:

- Increasing rubber area, productivity and quality to raise rubber export quantity.

- Improving processing industry to export types of rubber in great demand such as SVR 10, SVR 20.

- Gradually increasing refine-processing rate to export processed products namely bed buffer, vehicle tire and tube, glove, condom,...

- Processing rubber wood by appropriate technologies to produce materials for processing furniture and construction.

2.5. Sugarcane

2.5.1. Production and processing
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In recent years, owing to the Government's support under "one-million tons of sugar" program, the national area and output of sugarcane have increased sharply. In more than 10 years (1990-2000), the sugarcane cultivation area  expanded by 2.7 times, from 131 thousand ha to 302 thousand ha, with the average growth rate of 9.5%/year. In which, there is 201,900 ha of concentrated material regions for processing factories with 95,508 ha planting new high quality and high yielding sugarcane varieties. Having growth rate lower than that of coffee and rice, sugarcane output still has achieved the average growth rate of productivity of 2,4%/year, reaching 50 tons/ha in 2000. Due to the increase in productivity and area, for the past ten years, the output growth rate has been rather high of 12%/year. Although declining 15% in comparison with that in 1999, the total national output still reaches more than 15 million tons in 2000. 

There are 3 main sugarcane production zones in Vietnam. Thanh Hoa-Nghe An has 6 factories with the total capacity of 21100 tons /day, accounting for 27% of the national capacity; Quang Ngai has 3 factories with the total capacity of 6000 tons/day, accounting for 7.7%; Tay Ninh has 3 factories with the total capacity of 11400 tons /day, making up 14.6%. 4 years ago, Vietnamese sugarcane processing industry only had 12 processing factories possessing backward technology, with the total capacity of 10300 tons of sugarcane/day. Since the implementation of the national sugarcane program, these factories have been upgraded and some new ones with advanced technology of India, Australia, South Africa, Germany, the United States and Denmark have been established.

At present, there are 41 operating factories with the total design capacity of 70000 tons of sugarcane/day (meaning that the design average capacity is 1684 tons /day/factory). Factories are characterized partly by their ability to produce raw sugar, white sugar, refined sugar and sweetened products such as sweet, cake, soft water, alcohol, plywood, microbiology fertilizer. With 3 new being-established factories, by the end of 2000, there are 44 factories all over the nation with the total design capacity of 78200 tons of sugarcane/day. In 1999/2000 annual crop, the output of industrial squeezed sugarcane reached 800 thousand ton, plus that of hand-made sugar of 200000 tons to produce the national output of 1 million tons. Out of industrially produced sugar output, white sugar accounts for 450 thousand tons, refined sugar makes up 350 thousand tons.

Table 8. Sugar processing capacity in 1999
Daily crushed capacity

(Ton/day)
No. of factory


Total designed capacity

(Ton/day)
Proportion

(%)

100-900
11
5,300
7.7

1,000-2,000
23
29,250
42.4

2,500-8,000
7
34,500
50.0

Total
41
69,050
100.0

Source: Tri.M.N., Assessment of commodity competitiveness: the case of sugar sub-sectors in Vietnam 2000.

2.5.2. Export capacity:

Up to now, sugar has been only imported to Vietnam. No export has been made. In 2000, as Vietnamese sugar output reached 1 million tons. But only 750000 tons are needed for domestic consumption. Thus many plans to export sugar were given out to discuss seriously. In 2 recent years when the international sugar price has recovered from the bottom in the past, the pressure of sugar illegally imported from Thailand and China diminished, especially as Chinese sugarcane experienced great losses from sequential cold winters have been released, Vietnam has begun signing some sugar exporting contracts with such countries as Taiwan, Singapore, Hong Kong, but the quantity remains low.

In long term, considering economical effectiveness, Vietnam is not able to push up sugar export because of weak competitiveness resulting in difficulties in penetrating into international market. Poor investment in researching and applying advanced technology in sugarcane production generates less cultivating technology and limited use of new species. Vietnamese sugarcane productivity is still low as compared to the average level in region as well as over the world. Although the productivity growth rate in recent years was up to 2.2%/year (the world's average rate is 0.8%), average sugarcane productivity of Vietnam is only about 5 tons/ha, in comparison with 5.7 tons/ha of Thailand, 6.3 tons/ha of Indonesia, 7.6 tons/ha of China and 6.7 tons/ha of the world. For less investment has been poured to technology, labor cost and good varieties, Vietname sugar quality is rather low and intends to decrease gradually. The commercial cane sugar (CCS) is about 9 against 12-13 of the world, strongly affecting to processing effectiveness and sugar production cost.

Sugar processing industry is characterized by economies of scale. Vietnamese factories are virtually small-size, even newly established ones also have old technology, leading to low processing efficiency, high production cost compared to the world's level. Low rate of sugar requires 12-13 tons of material to produce 1 ton of sugar, accompanied by low efficient rate of about 75-80%, resulting in sugar/sugarcane rate of 1/16 indeed.

Table 9. Quality of sugarcane and sugar processing efficiency, Vietnam 

Items
1990/91
91/92
92/93
93/94
94/95
95/96
96/97
97/98
98/99

Commercial cane sugar (CCS)
9.81
10.12
10.04
9.87
10.2
9.50
9.49
9.48
8.69

Sugarcane/sugar 
13.49
11.45
11.50
11.6
11.2
12.4
12.1
12.5
---

Source: Vietnam General Rubber Corporation II

Besides, because of bad planning of material zones and weak management skills, marketing and material transportation costs in Vietnam are quite high, leading to high production cost. High cost in turn raises domestic price which is in decreasing tendency but still high in comparison with that of international market. In the period of 1995-1999, average domestic retail price of sugar RE was usually more than USD 200/ton higher than international price. Even the cost of raw material for processing sugar in Vietnam is still higher than international sugar price. This further proves that at present condition, competitive advantage (prerequisite condition for export) is really weak. So sugar export potential is rather low in short term.

2.5.3. Export potential

At present, arguments are raised that with high intensive farming skill of Vietnamese farmers, suitable investment in developing new varieties and irrigation may help Vietnam sugarcane productivity increase up to 70 tons/ha, equal to that of other regional countries who have varieties of sugarcane with high sugar rate. Besides, after a period of operating, factories will fully depreciate, management skill is improved, material areas operate effectively and international sugar price will projectedly increase in the long term, then not only can Vietnam sugar industry compete with international sugar suppliers, but also can increase its share in export quantity.

The analysis reveals that all above mentioned potentials could be realized. Some factories with big capacity, advanced technology, locating in favorable and large scale specialized areas could maintain its footing despite future competition when sugar trade is completely free. However the number of such factories is not big. Most of factories have so small scale, low-level technology and small production areas that are not enough to be expanded to meet economic scale, thus in future it is highly possible that many factories will have to go bankrupt due to harsh competition. In overall, the sugar sector will not be the sector of favorable comparative advantage of Vietnam. In the long term, export potential is much lower than import one.

2.6. Tea

2.6.1. Production, processing and export

As a commodity having potential to develop and export when Vietnam was a member of KEPT, tea has enormous potentials to become one of the key sectors in Vietnam's agricultural product export.

Tea planting area mainly concentrates in Northeast and North East South with tea output accounting for 81% of the total. Some provinces producing tea in large amount are Thai Nguyen, Tuyen Quang, Yen Bai, Phu Tho, Lam Dong. Thanks to the Government's support in production, for recent years, tea industry has developed both in area and output as well. In the past 10 years (1990-2000), the average growth rates of area and output were 4.2% and 8.8% respectively. By 2000, tea area is 89509 ha, with 72949 ha producing the output of 344276 thousand tons, 2.3 times as big as that in 1990.

Vietnam now has 72 industrial processing enterprises with the total capacity of 1129 tons of fresh tea/day (accounting for more than 60% of fresh bud output), mainly for export. Out of above processing enterprises, Tea General Corporation manages 28 with the total capacity of 571.5 tons of fresh tea/day, localities manage 44 with the total capacity of 557.5 tons of fresh tea/day. Besides there are more than 1200 small scale installations and tens of thousands of manual processing firms in households.

In the past, tea processing technologies in Vietnam  were mainly imported from the Former Soviet Union, affecting adversely to products' quality. Recently, Vietnam has imported modern tea processing facilities of India that produce products with rather high productivity and quality. Besides, tea products of joint-venture companies with Japan and Taiwan are of rather high quality with high price, meeting domestic and export demand.

Vietnamese people have tradition to drink tea for a long time, including fresh and processed tea. At present, there are various beverages that are rapidly developing in large quantity, but tea products still remain essential. In average, tea for domestic demand accounts for more than 50% of the available output annually. In 1999, it is estimated that all the nation consumes 28 thousand tons of dried tea bud, in which high-grade tea accounts for about 10 thousand tons.

After the collapse of Soviet Union and East Europe, Vietnam tea products lost markets. In 1989, tea exports reached 15 thousand tons, but in 1991 it decreased down to 8 thousand tons, creating many difficulties for tea industry. In recent years, Vietnam has expanded tea market, exported to more than 30 countries all over the world, particularly Iraq, Russia, England, Algeria. Some other markets are being marketed and expanded such as Japan, Taiwan, Hong Kong, Srilandka, Egypt, Singapore, Tanghikistan, Uzbekistan, Ukraine, France, the United States, England, Germany, Belgium, Libya, Congo, Algeria,... with annual import quantity of 17000 to 20000 tons. In the period of 1991-2000, Vietnam exports 27 thousand tons of tea with average export turnover of about 37 million USD/year. In 2000 only, total tea exports is 55.7 thousand tons, reaching the turnover of 69.6 million USD.
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2.6.2.Export capacityl
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Although having rather high growth rate for the past 10 years, because of bad cultivating method. Vietnam tea productivity is still low, to only about 935 kg/ha, against 1386 kg/ha of Indonesia and 2000 kg/ha of Malaysia. The main reasons causing low productivity and rapid degeneracy are: bad tea varieties; backward cultivating, harvest technology; urinated tea production. According to FAO experts, quantity and quality improvement for tea garden are factors determining the future of Vietnamese tea. This is the important prerequisite for decreasing production cost, increasing price, improving advantage of Vietnamese tea in international trade.

Up to now, differences in varieties, low quality, bad processing technology and other weaknesses all drop the price of Vietnam export tea in comparison with the international price (about 600-800 USD/ton). This gap tends to expand (up to 1000 USD/ton in 2000). However, the production cost is still lower than export price by 14%, therefore tea has a certain competitive advantage in price when participating in international trade.

2.6.3. Export potential

Processing industry has an important role to play in consolidating and improving tea export capacity in particular and the development of tea sector in general. The potential of promoting Vietnam tea value is proved through the rather high price of tea produced by some joint venture companies in Vietnam: Japan green tea 2200-4500 USD/ton, Taiwan green tea: 1800-2000 USD/ton. In the future, the proper varieties, rational investment, effective production and business management, intensive farming associated with deep processing using high tech will be the positive factors improving Vietnam tea quality for export to the world market. Obviously, this is a product with dynamic comparative advantage able to have greater export potential if rational investment is poured.

It is a matter of fact that tea sector has great potential with the increasing growth rate in terms of production and exports. Greater investment and concern from the State have taken good effects: tea cultivation area increases to 100 thousands ha; old tea fields have been consolidated with the appearance of intensive farming, new and high yielding varieties; 10 processing firms have been upgraded; 4 firms have been newly constructed. However, economic sectors need to be encouraged to invest in tea production and processing; cooperation with those countries with rich experiences and advanced technologies in tea sector including Taiwan, Japan should be stimulated. International marketing activities should be developed to seek more markets for the increase in tea market share and Vietnam tea prestige in international markets. In the time to come, with the successful implementation of mentioned-above strategies, tea sector will achieve greater progress and will be able to improve export turnover to about 200 million USD in 2010. The following are some more orientations for the sector:

- Studying and applying technologies in uniform including variety, cultivation and processing technologies the satisfy the taste of different kinds of markets (Middle East, South Asia, East Asia, Russia, Western Europe).

- Marketing, instructing to develop markets for Vietnam special tea (such as lotus tea, jasmine tea, Tuyet San tea) with special target to millions of Vietnamese oversea people.

- Strongly developing production and dissemination of organic tea, fresh tea, natural tea, and medical tea which have special value in terms of medical use in the world market.

2.7. Pork and livestock products

2.7.1. Production and export situation of pork and livestock products:
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Developing livestock sector into main production sector is the main guideline of Vietnam over the last 20 years. Livestock products have occupied big part in total output: pork: 77%, poultry: 15%, beef: 5% and buffalo: 3%. Pork always stands as main livestock product of Vietnam. Pig raising is the important production activities of farmers in plain areas, not only creating jobs but also providing fertilizer, increasing income and serving as source for making full use of sub products of agricultural production.

Over the last 10 years, pig raising has considerably developed with average per-head growth rate of nearly 5%/year, gaining 18.9 million heads in 1999. In addition, thanks to efforts made to improve varieties and meat productivity, also in this period, pork output has increased at the rate of 6.96 %/year, raising live weight pig output to 1318.2 thousand tons in 1999.

However, in defiance of growth in quantity, productivity is rather low in comparison with other countries in the world. Average meat per head in 1999 of Vietnam was only 70 kg against the level of 200-250 kg of other countries. Moreover, average live weight pig weight is only 70-71 kg/head (equivalent to about 45-46 kg of carcass/head) against the levels of 100 kg (equal to 70-80 kg) of other places.

Table 10. Pig production in Vietnam, 1990-1999.

Items
Unit
In 1999
Average growth rate




1990-95
1995-99
1990-99

Total number 
1000 head
18885.8
5.97
3.74
4.98

Total live weight
1000 ton
1 318.2
6.96
6.97
6.96

Off take
kg
69.8
0.96
3.11
1.92


Source: General Statistical Office.

Besides, factories processing export pork remain too backward with most of equipments imported from former Soviet Union and China 30-40 years ago, unable to meet international slaughtering standard. In Vietnam today, there are over 20 export pork processing companies but only 3 of them (Hai Phong foodstuff Processing factory, Vissan Sai gon with capacity of 10000-20000 tons/day and lam Son foodstuff processing factory located in Quy Nhon with capacity of 3000 tons/day) are recognized by Russia and Hong Kong to satisfy quarantine demand for export.
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Previously, the main export market of Vietnam pork is Soviet Union. But after the collapse of this country, the exports dived down, to about 4.6 thousand tons (mainly piglet and teenage pigs exported to Hong Kong) in 1996. In 1997, after Russia waived the order to ban import of Vietnam pork and Hong Kong people changed to consume pork exported from Vietnam due to flu chicken epidemic, Vietnam pork exports doubled against 1996 figure.  But after Hong Kong returned to China, export price of Vietnam pork reduced terribly from over 3000 USD/ton to 1200 USD/ton. From 1998 up to now, Vietnam pork market has been suffered from serious crisis. The infiltration of pork from EU, China and the US to Russian markets has dropped Vietnam export price. In 1998, live weight pork price in Red River Delta was only 6000-6500 VND/kg (equal to 0.43-0.47 USD), much lower than production cost, driving many producers to misery. In 1998-1999, the total export amount was only 6000 tons. In 2000, the quantity is inconsiderable.

2.7.2. Pork export capacity

The ever decreasing export quantity over the last few years shows that Vietnam pork consumption capacity is very weak while average meat consumption of Vietnam remains too low. According to FAO evaluation, average per-head meat consumption of Vietnam in 1997 was only 19.6 kg against the Chinese level of 42.5 kg, Asian countries' amount of 24.1 kg and developing countries' figure of 24.6 kg. However, the average per-capita pork consumption, though low, increases very fast, reaching the growth rate of 6%/year. So the development strategy of livestock sector in the future is developing domestic market, not targeting to export markets.
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The main reason limiting the export capacity of pork is the too high price of pork in comparison with international price. In 1999, average domestic pork price is about 1422 USD/ton while world pork price is only 1098 USD/ton. It is definite that the too big disparities have limited the infiltration of Vietnam pork to the world market. So most of livestock products exported to international market in tiny total export volume for 2 years now are only piglets to Hong Kong for roasting.

Apart from high price, pork quality is too low, lean meat ratio of Vietnam pork is only 36-40% against the world level of 55-56%. This can be attributed to the unimproved pig variety; backward technology, small-scale production. And the fact that animal feed are mainly sub products of agricultural production is also a cause of this situation. In addition, the proportion of households applying exotic variety is too modest, only 10% with small households and 55% with large-scale households. The more important is so weak veterinary quality, rendering the strong development of diseases, making production costs ever high due to high disease cure fee, increasing risks for producers and reducing prestige in the markets. In 1999, total losses from died animals reached 57.8 million USD (accounting for 4.1% of total value), of them pig losses approaching 23.2 million USD. Above all, the too backward processing and slaughtering technologies of Vietnam have made the export of pork ever hard, limiting the export potential of pork in the near future.

2.8. Fruit and Vegetable
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2.8.1. Production and export

Vietnam has diverse climate, from subtropical climate of the North to tropical climate of the South, creating convenient conditions for the growth of various kinds of vegetable, fruit and flowers such as litchi, longan, plum-tree, apricot, citrus fruits, banana in the North; grapes and dragon fruit in the Center and pineapple, banana, mango, durian, custard-apple in the South.

Recently, Vietnam can produce an average of 3 million tons of fruit/year, accounting for 6.3% of agricultural value and 8.5% of cultivation value. In 1999, Vietnam produced 1242.6 thousand tons of banana, 262.8 thousand tons of pineapple, 188.6 thousand tons of mango and 545.4 thousand tons of litchi, longan and rambutan. The increasing output is mainly attributed to the expansion of cultivation area with the growth rate of 6.5% in 1989-1999 period, gaining 496000 ha in 1999.

At present, fruit productivity of Vietnam is rather low: litchi: 6 tons/ha, longan: 5 tons/ha, mango: 10.8 tons/ha, mandarin: 15 tons/ha, sweet orange: 20 tons/ha. Quality standard and the prevention of insects as well as the utilization of chemicals are the matters of not much concern.

Along with the development of fruit, area and production of Vietnam vegetable have also experienced great progress. In 1991-1999 period, annual average growth rate in terms of area and output were 5.1% and 8.3% respectively. The 1999 output was 5600 thousand tons, with the per-capita amount of 65 kg/year. In 2000, vegetable cultivation area of the whole nation is nearly 450 thousand ha.

With the high economic growth rate of 5-10%/year and population growth ratio of 2%/year in recent years, potential consumption demand is rather high (10%/year); gaining per capita consumption of  81 kg of fruit/year. According to Vietnam Fruit and Vegetable General Corporation, about 80% of fruit products are for domestic consumption. FAO shows that average per-capita fruit output is approximately 53 kg/year, a bit low in comparison with other countries in the world (Asia: 62 kg/ha, Africa: 77 kg/ha, Latin America: 196 kg/ha).

In comparison with capacity, fruit export scale of Vietnam is rather low in defiance of the continuous increase in fruit and vegetable exports recently. According to the report from Custom Custom, in 1999, fruit and vegetable export turnover of Vietnam gained 107 million USD, 2 times higher than 1998's. In 2000, the turnover is 215 million USD. Early 2001, the value achieved is 100 million USD, 3.4 times higher than the same period of last year.

Table 11.  Total fruit and vegetable export value, Vietnam 

Year
Agricultural export value(mil.USD)
Fruit& vegetable export value(mil. USD)
Share (%)

1993
658
20
3.0

1994
1005
23
2.3

1995
1430
42
2.9

1996
1700
61
3.6

1997
3431
68
2.0

1998
3450
53
1.5

1999
3207
107
3.3

2000est
2853
215
7.5

Source: MOT

For all the development in production and markets, fruit and vegetable processing industry of Vietnam remains weak with backward processing technology, failing to satisfy market demand. There are now over 20 processing companies with total capacity of nearly 100 thousand tons/year (but in fact the capacity mobilized is only equal to 30-40% of the total). In addition, low productivity has made material price high and quality uneven.  Vietnam material price is often 1.5 -2 times higher than that of China and Thailand. Furthermore, can production is still undeveloped. At present, Vietnam has to import can. The cost of package accounts for big part in total cost of canned products (costs of package, labeling account for 60-70 % in total costs of canned products )

Study on export sliced pineapple of Vietnam and Thailand reveals that pineapple material costs for export of Vietnam is 70 USD/ton higher than that of Thailand. Moreover, outdated and low-effective processing technology has made processing and transportation cost of Vietnam higher than Thai figure (the disparity is about 100 USD/tons). Due to the high processing cost, the Vietnam export price of sliced pineapple is USD 180/ton higher than Thai price. This implies that the weak competitiveness of Vietnam’s sliced pineapple against Thai’s
.

2.8.2. Export potential

Even though the export proportion and competitiveness are not high, the markets are not stable; export potential of the commodity is rather big, especially to the markets of China, Japan, EU and the US.

Table 12.   Export potential of Vietnam’s fruits by market

Fruits
China border
Asia
EC, United State, Japan

Citrus
Low
Low
Very low

Durian
Low
Low
Very low

Longan
High
Low
Medium to high

Lychee
High
Medium
Medium to high

Mango
High
Medium
Medium

Rambutan
High
Low
Low

Source: ADB and FAO, Developing crop diversification and export promotion, report 98/05 ADB-VIE.

In addition, in the future, per-capita food consumption demand is on the downward trend and demand of fruit and vegetable is higher and higher. This will be opportunity to improve export potential of vegetable and fruit producers including Vietnam. The next 10-15 years will witness the development of fruit and vegetable as key export agricultural products of Vietnam. To this end, production areas should be reprojected and concentrated into specialized areas producing high productivity. Investment should be poured into varieties collection and improvement and cultivating technologies to improve the quality of vegetable and fruit. Besides, storage system should be upgraded to ensure the quality and increase storage duration. Moreover, ensuring the durable export potential requires more investment in modernizing and consolidating fruit and vegetable processing technology and supporting materials (not least boxes' cover) to reduce production costs and improve the quality of processed vegetable and fruit.

The following are some conditions helping improve export potential of the products:

- Thanks to favorable geographical position, in case of having a good and professional transportation system, Vietnam may export fresh vegetable directly to those areas in serious shortage of vegetable in winter including Siberia, Russia, East Asian nations (especially Japan and South Korea, the two market solely dominated so far by China).

- Tropical fruits can be exported directly to China through Van Nam, Quy Chau to Quang Tay or other developed areas of China.

- After the Trade Agreement between China and Vietnam is approved, Vietnam fruit and vegetable (not least canned products such as canned pineapple) will enjoy preferential tax in comparison with the current level, strongly improving the infiltration capacity of the products into the US markets.

- Mushroom is strongly rooted in Vietnam for convenient natural conditions. In addition, such sub products as rice raw, sugarcane waste, coconut fiber, and wood pulp can be maximized to produce valuable mushroom free from chemicals. These may be exported as fresh products and canned products to high-quality markets.

2.9. Pepper

2.9.1. Production and export situation:
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Pepper was first planted in Vietnam 200 years ago in Quang Tri, Binh Phuoc, Kien Giang and some other places in North East South. Currently, pepper has been developed and planted in many areas, becoming the key export agricultural products of Vietnam.

Pepper planting area of the whole country has increased rapidly from only 500 ha in 1980 to 16500 ha in 2001 (of them 13045 ha generating products). In 1990-2000, pepper planting area increases by 13%/year, especially late 90s, the figure is 30%/year. Over the last few years, (1) increasing investment into infrastructure, (2) application of technical advancement and (3) effective taking-care skill of households have increased pepper productivity, gaining the average growth rate of 7%/year in 1990-2000. Also in this period, pepper output increases by nearly 20%/year, particularly for the last 5 years, the figure is 35%/year, reaching the amount of about 40000 tons.
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As a flavor product, pepper consumption demand is not high. Domestic consumption of pepper every year is around 50 tons/year. Pepper is mostly for export. Over the last 10 years from 1990 to 2000, Vietnam exports over 230 thousand tons of pepper, generating more than 500 million USD. It means that export volume and turnover of Vietnam in the period increases by 6.3%/year. In 2000, the export volume and turnover are 37 thousand tons and 146 million USD respectively. However, pepper for export is only raw product, not processed one.

Previously, due to high price, export pepper has produced rather high benefit for producers, domestic traders and exporters. However, over the last 2 years, pepper price has decreased continuously and strongly, negatively affecting export capacity and reducing profit. Pepper output of Vietnam in 2001 is estimated at over 40 thousand tons. At the end of 4/2001, 35.2 thousand tons are exported (49% higher than the 2000 level) but at the price of only 1570 USD/ton (equal to only 39% of the 2000 price). Average domestic price is 20000-25000 VND/kg, equivalent to 40% of the same period of last year. So in order to limit the impact of market fluctuation on producers and to improve export of pepper, policies and measures are needed to support producers and to enhance the export of pepper to the world markets.

2.9.2. Export capacity:

Recently, area and production of pepper are remarkably developed. Pepper export generates great amount of foreign currency, becoming one of 10 main export commodities of Vietnam.
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Pepper also has great advantage particularly when joining international trade integration. This can be expressed through low production cost against selling and export price. Average export price (based on FOB price of 1999) is 2.5 times higher than production cost. Whereas, the world price of the same-level pepper is 1.3 times higher than export price. Selling at 1999 price level, producers and exporters may gain big profit. According to the survey of the Institute of Agricultural Economics, benefit of pepper households in Dak Lak, Quang Tri is rather big, about 30 million dong/ton.

Sold at previous price, pepper has good advantage as well as high export potential. However, recently, pepper price is on the downward trend, jeopardizing export potential and decreasing profit from pepper. Pepper export price of Vietnam reduces from 4298 USD/ton early 1998 to 2000 USD/ton late 2000. At the end of 4/2001, the export price is only about 1280 USD/ton. The price reduction is attributed to price changes in the world markets, dropping from over 5000 USD/ton in 1998 to less than 2000 USD/ton late the 1st quarter of 2001. This makes Vietnam export price lower than production costs. In order to limit the bad impacts of price drop and improve effectiveness, Vietnam should continue to boost productivity, produce high-yielding and insect- resistant varieties, invest in infrastructure and support extension activities.

Pepper export price of Vietnam changes in accordance with the world price fluctuation but much lower than the world level. In 1990-2000 period, Vietnam export price is 700 USD/ton lower than the product of the same quality. In 1997, the export price was even 1367 USD/tons lower than the world one. Causes explaining this phenomenon are weak prestige in the world markets and many shortcomings in advertisement and marketing skills.

2.9.3. Export potential

Pepper belongs to the medium competitive product group. Proper investment will be motive to improve competitiveness of the product, bringing it to the group of strong competitive products. Apart from the current measures, the following should be referred:

- Processing white pepper which is sold at very high price in the world markets

- Processing pepper under different forms in accordance with the taste of export markets. 

2.10. Wood products

2.10.1. Production and export situation

Vietnam forest has an area of 9302200 ha, including 1316500 ha of production forest and 8252500 ha of natural forests. Every year, exploited wood output is 2823000 m3, divided into 3 groups:

- 1st group: wood and wood products (accounting for 70-80% of total output every year)

- 2nd group: rattan, bamboo and processed products

- 3rd group: other special forestry products: cinnamon, anise, turpentine, sticklac and medial drug.

Wood processing sub sector can attract so many laborers. These kinds of goods mainly serve domestic demand; only a tiny part is for export. In 1998, there are about 922 forestry processing firms in Vietnam, producing the following products:

Products
Number of processors
Total capacity

a. Wood processing



Particle board 
4
27.000 m3/year

Fiber board
1
2.000 m3/ year

Plywood
9
108.000 m3/ year

Sliced wood
4
15 million m2/ year

Laminated board 
9
26.000 m3/ year

Furniture, building... 
757
1.050.000 m3/ year

b. Bamboo processing



Sticks, board, tooth stick
85
650.000 ton/ year

c. Rattan processing



Table, chair, art goods
38
30.000 ton/ year

d. Special agro-forestry product processing



Attar, pine resin, cinnamon, star aniseed
15
10.000 ton/year

Processed wood is exported to different markets:

- Furniture: EU countries

- Sliced Board: Russia and Eastern European countries

- Plywood, flooring strip, material wood and handicraft products: Japan, Taiwan, Hong Kong and South Korea.

- Invory bamboo, bamboo: Europe, Japan, Taiwan, Hong Kong

- Special forestry products: Japan, china and Asian countries.

Vietnam both exports processed wood products and imports material wood from Laos, Cambodia, Myanmar and Eastern European countries. Such products as internal furniture, outdoor furniture, handicraft products and rattan withdraw great concern from the world markets. 4 early months of 2001, export turnover is 122 million USD, up to 34% against the same period of last year.

2.10.2. Export capacity

Vietnam possesses many favorable conditions with various forestry sources for the development of forestry production. Especially with the inception of  5 million ha Afforestation Program, production forests' products will be a comparative advantage for Vietnam in the future. In those areas having forests and land for planting forests, labor force is plentiful, favorable for plantation and protection of forests and processing of forestry products. In addition, internal and external demand on wood and wood - generated products is much higher, opening great potential for export.

Prices of wood and wood products of Vietnam, including handicraft products attracting many laborers, are higher than the level of other countries. Average price of fir round wood in 1997-1998 was 200 USD/m3 against 110 USD/m3 of Cambodia, 135 USD/m3 of Indonesia and 139 USD/m3 of Malaysia
.

Processing equipment and technologies of Vietnam are too outdated. Most of them have been used since 1975. In 1990, some factories were upgraded but the promotion has not been implemented evenly. The difficulties in technologies and equipments have made products' quality low, productivity weak and production loss high; raising production costs. 

Competitiveness of forestry products is medium. However potential is rather high because large area of forest can be a good source for producing materials. In addition, dense and cheap labor can help push up the development of handicraft production. 

In order to improve export potential of wood products in the next time, processing factories should be renovated to diversify products, reduce production costs and increase competitiveness in the world markets (including the US, Middle East and others).

2.10.3. Export potential

5 million ha Afforestation Program is now implemented, generating good results: forests are quickly recovered, area of plantation remarkably increases, opening up opportunities to exploit wood and bamboo. A proper strategy should be given out for the consumption of plantation forests' products and quick-growth soft wood, generating income for farmers, including:

- Establishing companies processing semi-finished products such as paper pulp and particleboard on small scale in line with the scale of material area. These companies should be closely associated with localities, should apply high tech to reduce production costs, export paper pulp and particleboard. These products are of great demand in the world markets.

- Selecting appropriate material areas to serve the establishment of large-scale specialized companies producing MDF and plywood with modern technology, able to compete with regional companies.

-Investing in soft wood impregnation technologies to produce electricity poles, construction materials, flooring boards and materials for furniture, outdoor wood products. Packaged in good forms, sold at cheap price, these kinds of products will attract great concern from developed countries.

- Experimenting and developing high-quality wood with not too long harvest period including teak and pine wood in bare hill and waste land. These products can be used as materials for producing export furniture.

- Importing high-level wood to produce high quality traditional wood and export handicraft products.

- Planting and exploiting rattan, producing on large-scale rattan internal furniture with packages and styles satisfying diverse consumption taste of international markets.

2.11. Export potential of other agricultural commodities

In addition to main products representing 4 mentioned-above groups, there are also other commodities with great export potential in case of exploiting them in the right way. The following are some suggestions:

* Infiltrating into the Chinese markets:

China has the highest economic growth rate of 9.7%/year (the per-capita level of 7-8%/year) during 20 years of economic reform. As the most densely populated country, in this century, China will be the No 1 economy of scale in the world. Regarding the scale and taste of such a giant market with the ever-increasing per-capita income, there are so many commodities of Vietnam having great export potential into the country in the future: 

- Livestock products with great advantage are suitable to traditional taste of China: Mekong River Delta possesses with itself the advantages to produce high-yielding ducks which can be materials for Chinese to make roast duck, a famous cuisine of the country. Red River Delta can produce piglets and teenage pigs with proper flat content and fragrant meat that can be provided to China to make roast pork. Those are advantages needed to be maximized in industrial scale.

- Sea food: the higher living standard, the greater demand of seafood, especially high-level special sea food including shrimp, crap, molluse (arca, mussel). These can be raised on large scale to export as fresh products to China.

- Wildlife animals: Chinese people like to eat wildlife animals very much for their cultural tradition. And the Vietnamese are in habitant with the large-scale raising of wildlife animals. If the activity is well organized, it will not have bad impact on natural resources but contrarily, it will be the important export product of Vietnam.

- Cattle feed: the higher living standard is associated with the increase in meat consumption. China has imported a great amount of animal feed. Although, at this moment, Vietnam still has to import animal feed;  with the issuance of many new policies (including the transfer of paddy area to planting high-yielding short-term grain such as maize, kaoliang and low-quality rice), in the near future, the potential of exporting material for animal feed is so great. China will be the vast market for this sort of product.

Apart from China, Vietnam also have potential to export to some other markets especially when Vietnam has been the official member of ASEAN, AFTA and APEC, and the imminent member of WTO.
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Figure 21. Paddy output and yield  of Vietnam, 1989-2000
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Figure 22. Rice exported volume and value of Vietnam, 1989-2000
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Figure 23. 5% broken rice's export price of Vietnam and Thailan, 1997-2000
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Figure 24. Coffee output, area of Vietnam, 1990-2000
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Figure 25. Coffee exported volume and value of Vietnam


1990-2000
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Figure 26. Average domestic, export price of Vietnam's Robusta coffee and world price  in 1999(USD/ton)
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Figure 27. Export price of Vietnam's Robusta coffee and World price, 1999-2000
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Figure 5. Rice import market in the world, 1996-2009
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Source: USDA, 1999






































Figure 4. Rice Export Market in the world. 1996-2009
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Source: USDA, 1999





Figure3. Real price of rice (Base year =1990)
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Source: USDA, 1999


















































Figure 28. Rubber output and area of Vietnam, 1990-2000
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Figure 29. Rubber exported quantity and value of Vietnam, 1990-2000
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Figure 6. Coffee output, export and price in the world, 1981-2005
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Source:FAO, 1999





Figure 30. Rubber production cost of some countries, 1994-1997 (USD/ton)
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Figure 31. Vietnam's rubber export price and world price, 1998-2000 (USD/ton)
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Figure 32. Sugarcane output and area of Vietnam, 1990-2000
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Figure 2. The world rice trade market, 1996-2009
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Source: USDA, 1999









































Figure 1 . Growth rate of paddy area, yield and output in the world (1998=100)
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Source: USDA, 1999



































Figure 33. Tea exported volume and value of Vietnam, 1990-2000.
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Figure 34. Domestic price and export price of Vietnam tea and world price, 1999 (USD/ton)
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Figure 35. Share in total liveweight by type of animal in Vietnam, 1999
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Figure 36. Pork exported volume of Vietnam


1990-1999 (000 tons)
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Figure 37. Average pork price in domestic market and world market,1999 (USD/ton)
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Figure 38. Fruit area of Vietnam, 1990-1999 (000ha)
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Figure 39. Pepper planted area, productive area and output of Vietnam, 1930-2000
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Figure 40. Pepper export volume and value of Vietnam


1990-2000
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Figure 41. Vietnam’s pepper export price and world price, 1998-2000
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Figure 7. Coffee Export Market in the world in 2005.
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Source: FAO, 1999





Figure 8. Coffee import market in the world in 2005
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Source: FAO, 1999











Figure 9. Tea output, export and import in the world, 1984-2005
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Figure 10. World tea price, 1984-2005
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Source: FAO, 1999





Figure 11. World tea export market in 2005
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Figure 12. World tea import market, 2005
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Source: FAO, 1999








Figure 13. Rubber output, export and import in the world


1984-1994 (mil.ton)
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Source: FAO, 1999





Figure 14. World rubber export market, 2005
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Figure 15. World rubber import market, 2005
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Source: FAO, 1999





Figure 16. Meat production and consumption in the world, 1984-2005
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Source: FAO, 1999





Figure 17. World pork market, 1993-2005


�


Source: FAO, 1999





Figure 18. World pork export market, 2005
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Source: FAO, 1999





Figure 19. World pork import market, 2005
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 Source: FAO, 1999





Figure 20. Industrial round wood consumption and total production 1962-2010 (mil.m3)
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Source: FAO, 1997
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price of export coffee

		Price ß Vietnam coffee export price and international price												(USD/ton)

				Year		ViÖt Nam		ThÕ giíi

				1990		1029		1993

				1991		816		1879

				1992		731		1476

				1993		740		1507

				1994		1197		3184

				1995		2641		3202

				1996		1813		2545

				1997		1198		2315

				1998		1521		2350

				Nguon: ASEAN canh tranh





price of export coffee

		



ViÖt Nam

ThÕ giíi

USD/tÊn

§å thÞ: Gi¸ cµ phª ViÖt Nam xuÊt khÈu vµ thÕ giíi



Gia ca phe

		

				Gi¸ cµ phª ViÖt nam-ThÕ giíi xuÊt khÈu (USD/tÊn)

				Th¸ng/N¨m		ViÖt Nam		ThÕ giíi

				1995		2411		2789

				1996		1481		1820

				1997		1271		1775

				1998		1560		1935

						Export price		World price

				T1/99		1452		1801

				2		1430		1705

				3		1400		1629

				4		1370		1513

				5		1210		1457

				6		1190		1395

				7		1120		1309

				8		1150		1365

				9		1100		1291

				10		1060		1254

				11		1050		1339

				12		1041		1300

				T1/00		948		1382

				2		839		1131

				3		812		1049

				4		800		954

				5		780		938

				6		750		897

				7		670		862

				8		640		830

				9		620		797

				10		560		730

				11		514		662

				12		450		607

				BQ n¨m 2000

										§å thÞ: Gi¸ cµ phª ViÖt Nam xuÊt khÈu vµ ThÕ giíi





Gia ca phe

		



Export price

World price



gia gao 5% VN-TL

				gi¸ g¹o 5% tÊm

						Vietnam		Thailand

				1/97		270		374				§å thÞ XX Gi¸ g¹o 5% tÊm cña  ViÖt Nam vµ Th¸i lan xuÊt khÈu (USD/tÊn)

				2		278		380

				3		283		380

				4		248		355

				5		239		350

				6		251		350

				7		278		350

				8		264		320

				9		257		283

				10		239		268

				11		238		264

				12		273		279

				1/98		255		285		259.8333333333

				2		262		293		329.4166666667

				3		275		298

				4		280		305

				5		300		315

				6		305		325

				7		305		325

				8		305		322

				9		300		328

				10		300		300

				11		265		270

				12		255		260

				1/99		245		255

				2		240		250

				3		229		265

				4		225		240

				5		230		250

				6		239		260

				7		235		250

				8		230		235

				9		213		222

				10		206		212

				11		219		232

				12		228		233

				1/00		220		238

				2		205		238

				3		190		224

				4		175		212

				5		171		199

				6		174		192

				7		183		186

				8		182		185

				9		176		178

				10		183		188

				11		177		184

				12		172		183





gia gao 5% VN-TL

		



Vietnam

Thailand



 dieu

				1995		1996		1997		1998		1999

		At farm gate		26,450		29,900		33,810		37,950		69,000		39,422		56

		At factory		39,450		42,400		46,603		48,953		80,200		51,521		73				4.7857142857

		At wholesaler		54,000		52,000		55,000		67,000		84,000		62,400		88

		At exporter		56,000		53,000		57,000		69,000		86,000		64,200		91

		At retailer		60,000		56,000		62,000		75,000		100,000		70,600		100

				1995		1996		1997		1998		1999

		Ng­êi trång ®iÒu		26450		29900		33810		37950		69000		39,422		55.8

		ChÕ biÕn		13000		12500		12793		11003		11200		12,099		17.1

		B¸n bu«n		14550		9600		8397		18047		3800		10,879		15.4

		B¸n lÎ		6000		4000		7000		8000		16000		8,200		11.6

												80200		5.7285714286

																				Chi phÝ  chÕ biÕn ®iÒu nh©n

																		Chi phÝ chÕ biÕn		3403

																		Gi¸ xuÊt khÈu		4500

																		Gi¸ thÕ giíi		5085

																		7.1428571429

		CPSX ë Phó Yªn		2162								1.1428571429

		CPSX ë B×nh ThuËn		5869

		CPSX ë B×nh Ph­íc		4187

		Gi¸ b¸n t¹i chç		8250





 dieu

		



Ng­êi trång ®iÒu

ChÕ biÕn

B¸n bu«n

B¸n lÎ

§å thÞ: §ãng gãp  cña c¸c t¸c nh©n trong gi¸ ®iÒu (®/kg)



gia dieu VN Xk -TG

		Gi¸ sx t¹i §NB

		Gi¸ trong n­íc

		Gi¸ xuÊt khÈu

		Gi¸ quèc tÕ



§iÒu

§iÒu (USD/tÊn)

3403.2

4228.8

5831

6833



gia dieu tai cho
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				ViÖt Nam		ThÕ giíi

		5/98		4450		4850

		6		4550		4910

		7		4500		4850
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ViÖt Nam

ThÕ giíi

USD/tÊn

S¬ ®å XX. Gi¸ ®iÒu xuÊt khÈu VN vµ thÕ giíi



gia dieu trong nuoc-XK

		

				Th¸ng/n¨m		Tû gi¸		§iÒu th« trong

						®/USD		n­íc ®/kg

				1995		11043		8834.4				1995		8834.4

				1996		11038		9382.3				1996		9382.3

				1997		11905		9285.9				1997		9285.9

												1998		10786.8666666667

				T.1/1998		13113						1999		11589

				2		13272

				3		13117										1995		5.75

				4		13046										1996		6.5

				5		13025										1997		7.35

				6		13036										1998		8.25

				7		13036										1999		15

				8		13751

				9		14415								1995		1996		1997		1998		1999

				10		14125						T¹i ruéng		26.45		29.9		33.81		37.95		69

				11		13945						T¹i nhµ m¸y		39.45		42.4		46.603		48.953		80.2

				12		13922						T¹i ng­êi b¸n bu«n		54		52		55		67		84

				BQ n¨m 1998		13483.5833333333		10786.8666666667				T¹i ng­êi xuÊt khÈu		56		53		57		69		86

												T¹i  ng­êi b¸n lÎ		60		56		62		75		100

				T1/1999		13898		8894.72

				2		13861		9148.26

				3		13916		10437

				4		13929		11839.65

				5		13928		11978.08

				6		13959		12702.69

				7		13972		12435.08

				8		13984		12166.08

				9		14000		12320

				10		14030		12276.25

				11		14019		12336.72

				12		14055		12579.225

				BQ n¨m 1999		13962.5833333333		11588.9441666667

				T1/2000		14108		11991.8

				2		14096		10994.88

				3		14096		10572

				4		14106		10071.684

				5		14147		9902.9

				6		14190

				7		14173

				8

				9

				10

				11

				12

				BQ n¨m 2000





gia dieu trong nuoc-XK

		



1000 ®ång

§å thÞ XX. Gi¸ ®iÒu t¹i chç, 1995-1999



chi phi sx cao su

		BiÓu 3.2.1. Gi¸ c h¹t ®iÒu chÕ biÕn qua c¸c c«ng ®o¹n 1995-1999

		§n vÞ tÝnh: ®ång/kg

				1995		1996		1997		1998		1999

		T¹i ruéng		26.45		29.9		33.81		37.95		69

		T¹i nhµ m¸y		39.45		42.4		46.603		48.953		80.2

		T¹i ng­êi b¸n bu«n		54		52		55		67		84

		T¹i ng­êi xuÊt khÈu		56		53		57		69		86

		T¹i  ng­êi b¸n lÎ		60		56		62		75		100

		Nguån: HiÖp héi c©y ®iÒu ViÖt Nam, Vinafimex, Fatimex B×nh ThuËn, ViÖn Kinh tÕ N«ng nghiÖp





che

		

						§å thÞ XX.





che

		B×nh Ph­íc		B×nh Ph­íc		B×nh Ph­íc

		§ång Nai		§ång Nai		§ång Nai

		TCT Cao su		TCT Cao su		TCT Cao su



CPSX

CPCB

FOB
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621

671
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671

607
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671



cao su Vn-Tg

		Th¸ng/n¨m		Tû gi¸		§iÒu nh©n trong				§iÒu nh©n XK

				®/USD		n­íc ®/kg				USD/tÊn

		1995		11043		8834.4		800		4930

		1996		11038		9382.3		850		4624

		1997		11905		9285.9		780		4030

		1998		13483.5833333333		10786.8666666667		800		4500

		1999		13962.5833333333		11588.9441666667		830		6000.3333333333

		2000		14261		10706.6528		750.7645186172		4966.5833333333





gia dieuVn-TG

		

				Gi¸

				Ng­êi sn xuÊt				CPSX		ChÕ biÕn		CPCB		FOB		Lç/ l·i		Gi¸ xuÊt khÈu th¸ng 10, 11 /1999		Lç/ l·i

				Né n«ng d©n tØnh B×nh Ph­íc		B×nh Ph­íc		576		45		621		671		50		700		+79   ®Õn  +139

				Né n«ng d©n tØnh §ång Nai		§ång Nai		488		45		533		671		136		760		+167  ®Õn +227

				B×nh qu©n cña Tæng c«ng ty Cao su		TCT Cao su		607		45		652		671		19				+48   ®Õn  +79

				Bng 19 Gi¸ thµnh sn xuÊt 1 kg cao su tù nhiªn

				N¨m

						Indonesia		Malaysia		Th¸i Lan		ViÖt Nam

				1994		922		942.8		849.9		530

				1995		948		1123.5		965.8		676.2

				1996		951.6		1191.9		950		717.7

				1997		856.3		1138.8		940		705

				tb		919.475		1099.25		926.425		657.225

						71.4782892411		59.7884921537		70.9420622285		100

				Ghi chó: Sè trong ngoÆc ®n tÝnh ra ®ång cent Mü

				Nguån: ANRPC_1999. T¹p chÝ Kinh tÕ,  Thèng kª cña ANRPC TËp 14 . No 1

				ANRPC: HiÖp héi c¸c n­íc sn xuÊt Cao su tù nhiªn





gia dieuVn-TG

		B×nh Ph­íc		B×nh Ph­íc		B×nh Ph­íc

		§ång Nai		§ång Nai		§ång Nai

		TCT Cao su		TCT Cao su		TCT Cao su



CPSX

CPCB

FOB

§å thÞ XX. Chi phÝ vµ gi¸ XK cao su ViÖt Nam n¨m 1998 (USD/tÊn)
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Gia bb gao

		1994		1994		1994		1994

		1995		1995		1995		1995

		1996		1996		1996		1996

		1997		1997		1997		1997



Indonesia

Malaysia

Th¸i Lan

ViÖt Nam

§å thÞ XX. Chi phÝ SX cao su cña 1 sè n­íc (USD/tÊn)

922

942.8

849.9
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948
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717.7

856.3

1138.8

940

705



		1994		1994		1994		1994

		1995		1995		1995		1995

		1996		1996		1996		1996

		1997		1997		1997		1997



Indonesia

Malaysia

Th¸i Lan

ViÖt Nam

922

942.8

849.9

530

948

1123.5

965.8

676.2

951.6

1191.9

950

717.7

856.3

1138.8

940

705



		1998		US$/kg

		January		2.55		1.9083333333						ViÖt Nam		ThÕ giíi				1991		1.888		1.451

		February		2.81						1991		1159		1888		729		1992		1.919		1.531

		March		2.27						1992		1243		1919		676		1993		1.791		1.35

		April		1.96						1993		1227		1791		564		1994		1.872		1.536

		May		1.6						1994		1260		1872		612		1995		1.675		1.523

		June		1.6						1995		1344		1675		331		1996		1.782		1.596

		July		1.65						1996		1385		1782		397		1997		2.22		1.44

		August		1.72						1997		1444		2220		776				2163

		September		1.72						1998		1469		2163		694

		October		1.75								1316.375				597.375

		November		1.62

		December		1.65

		1999		US$/kg		1.7941666667

		January		1.75

		February		1.77

		March		1.88

		April		1.88

		May		1.71

		June		1.68

		July		1.7

		August		1.66

		September		1.85

		October		2.01

		November		1.81

		December		1.83

		2000		US$/kg

		January		1.87

		February		2.08

		March		2.1

		April		2.03

		May		2.02

		June		1.43

		July		2.11

		August		2.11

		2000		US$/kg

		September		2.09

		October		1.96

		November		2.01





		



ViÖt Nam

ThÕ giíi

§å thÞ XX. Gi¸ chÌ ViÖt nam vµ thÕ giíi (USD/tÊn)



		Th¸ng/N¨m		Cao su VN XK		Gi¸ cao su thÕ giíi

				(USD/Tan)		RSS2 Singapore

				ViÖt Nam		ThÕ giíi

		1/98		610		613

		2		663		783

		3		680		723

		4		710		748

		5		780		788

		6		725		696

		7		650		775

		8		630		645

		9		612		711

		10		610		749

		11		603		716

		12		600		643

		1/99		600		679

		2		610		688

		3		580		638

		4		560		600

		5		550		610

		6		540		600

		7		530		591

		8		520		559

		9		520		572

		10		560		605

		11		590		741

		12		590		665

		1/00		612		639

		2		608		748

		3		578		700

		4		608		698

		5		647		693

		6		668		666

		7		610		660

		8		609		678





		



ViÖt Nam

ThÕ giíi



		



ViÖt Nam

ThÕ giíi

§å thÞXX. Gi¸ cao su ViÖt Nam xuÊt khÈu vµ thÕ giíi (USD/tÊn)



				TG		Vn

		90				700		4800		686

		91				750		5771		824

		92				750		6057		865

		93				550		5000		714

		94				730		5500		786

		Table 3..3.2. World's and Domestic Price of Cashew in the period 1995-1999

		Unit: US$ per tonne

				1995		1996		1997		1998		1999

		ThÕ giíi		5727		5667		5947		5300		6600

		ViÖt Nam		4930		4624		4600		4900		6100

		Adapted  from: Vietnam Association of Cashew, Institute for Marketing and Price - Ministry of Trade

		Note: * FOB Saigon

				797		1043		1347		400		500

				1995		1996		1997		1998		1999

		NPR		0.86		0.82		0.77		0.92		0.92

		World's price		5,727		5,667		5,947		5,300		6,600

		Domestic price		4,930		4,624		4,600		4,900		6,100

		Adapted  from: Vietnam Association of Cashew, Institute for Marketing and Price - Ministry of Trade

		Note: * FOB Saigon





		



ThÕ giíi

ViÖt Nam

§å thÞ XX. Gi¸ xuÊt khÈu ®iÒu ViÖt Nam vµ thÕ giíi (USD/tÊn)



				PVN		PTL		NERVN		NERTL		PVN		PTL		BiÕn ®æi cña CR		% ®ãng gãp vµo biÕn ®æi CR cña

				(§/tÊn)		(B¹t/tÊn)		(§/USD)		(B/USD)		USD/tÊn		USD/tÊn		ChØ sè		(%)		PVN		NERVN		PTL		NERTL

		1993		1771000		4625		10720		25.4		165.2		182.1		1.00

		1994		1724000		5310		10980		25.2		157.0		210.7		1.21		20,52		2,62		2,43		14,81		0,67

		1995		2231000		6959		11050		25		201.9		278.4		1.24		3,25		-29,36		0,64		31,05		0,91

		1996		2487000		7174		11040		25.4		225.3		282.4		1.12		-10,18		-11,49		-0,09		3,09		-1,68

		1997		2423000		7670		12700		31.4		190.8		244.3		1.13		1,01		2,57		15,04		6,91		-23,51

		1998		3204000		9180		13900		48.2		230.5		190.5		0.488		-56,80		-32,23		9,45		19,69		-53,70

		B/q		2307		6820		12048		30,1						1,031		-8,44		-13,58		5,49		15,11		-15,46

				ViÖt Nam		Th¸i Lan

		1993		165.2		182.1		16.9

		1994		157.0		210.7		53.7

		1995		201.9		278.4		76.5

		1996		225.3		282.4		57.2

		1997		190.8		244.3		53.5

		1998		230.5		190.5		-40.0

								51.5





		1993		1993

		1994		1994

		1995		1995

		1996		1996

		1997		1997

		1998		1998



ViÖt Nam

Th¸i Lan

USD/tÊn

GÝa b¸n bu«n g¹o VN-TL

165.2052238806

182.0866141732

157.0127504554

210.7142857143

201.9004524887

278.36

225.2717391304

282.4409448819

190.7874015748

244.2675159236

230.5035971223

190.4564315353




