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_ﬁi/ietnam agriculture contributes te-bean essential part of Vietham’s GBP. m W of j
~=BPctontribution of agriettitreim-Vietnam-which accounts $—934.73‘$ri1lion Vietnam Dong. H;;W

Approximately 39.5 percent of land is used for agriculture plrposes. Consequently, the
agriculture sector accounts for around 39% of the total emplbyment rate which is calculated as
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20.5 Million workers.
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The major crops in Vietnam are paddy rice, coffee, rubber, tea, pepper, soybeans, FTY
cashews, sugar cane, peanutséigd bananas. Rather than the-puspese=ef expqrting, feord the
) wes deg i ) %ftwn
past, agriculture i to meet /%/domest[c demand‘ bet-after-the support efthe government
Unerd gl
gecfrem import in the pastwﬁ—m HA\J
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Q’M exporfg ,such as coffee, rubber, pepper and cashew nuts. THus, Vietnampglays an important
lﬂ role as an exporter of agricultural products‘}for instance, @ warld's largest exporter of pepper
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enhance tbq agriculture export,5some of the crops have—chan

and second largest exporter of rice and cashew nuts.
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However, as the graph I)aéillustrategf the agriculture value added (% of GDP) in
Vietnam, it reflects that since the'pea 998, the trend efagriculture in Vietnam has

dramatically declined from @ in 1998 to {13.956%\n 201
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In terms of GDP growtth, even though g:at/current[g real GDP growth rate is af/
approximately 3.8% but-siree the growth from the last 20 years is due to the addition of land,
labour and fertilizer, n_opﬂ‘ft seems to be reaching their limits in terms of growth.
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Hence, currently, Vietnam's agriculture tends to face many challenges/ i both short-term
and longsterm cb@l’f@ﬂg@ds In the short term, due to the current pandemic situation that causes
the world’s economy to stop ) consequently, Vietham’s economy struggles since part of their ' b
GDP relies on agriculture exporlf Moreover, not only Covid-19 causes teg}{)orary%fe @t in
Vietnam, they=cssaliy-faee shocks such as natural disasters }lﬁt impactkthe agricult Ire sector. :
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Nonetheless, althougt=witheut the coming of Covid-19 pandemic and temporary shocks,
Vietnam’s agriculture sector is still facing many challenges which seem to be chronic.a-ﬁdeﬁ;\ Fer I
structure of the agriculture system needs to be improved in order to find t,ty'solutior? for these- Wmf’ -
long term problems and create sustainability of agriculture in Vietnam. Due to the gap between
ireemre=efthe agricultural sector employees wages and non-agriculture employees wages, the

workers who work in other sectors rﬁr et higher income. Thys, it-encolrages people £ +oved
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especially new generation o‘peeﬁe thatjust recently ie the labor market to work in other

sectors such as manufacturing,Not only the income gap within the rural area but also the gap
between the agriculture sector and non-agriculture sector has caused the urban migration.The

prices, some of them tend to, be oversupplied when compared to world demand

main reason for the low income in the agriculture sector is due to the fluctuation of agriculture
;f?}i product.

Therefore, in the long term,’ agriculture will face wi#fr key issues since there will be lack of new, .
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generation that ussedly have high education to develop agriculture systemy ihe group i in this E’

sector will be only fld generation psepiE with low education Ievef since f@:ﬂhe past agriculture
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Also, the high cost of production‘%ue to low innovation and inefficient resources used.

Furthermore, according to what we have learned in class, one of the crucial points that Reeded

to improve is the growth of the agriculture sector in Vietnam, thk€hew innovation and technology)
w\«lq is required in order to create me:e'econom\ng‘ scale and also value added to the product in the
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production procass.



To sum up, the agriculture sector in Vietnam has played an essential role in Vietham's
economy. Hence, we aim to point out the key issues and challenges in both short term and long
term with the policies action from the government sector. In addition, this research will also
provide our group point of view based on the key issues mentioned.

Short-term issues and chailenges
A} QJ‘W
Currently, it is obvious that most countries need to facg the impac% ofIQOVIDﬂ 9
A
pandemic. In this section, it will be focuseﬂ on the impact of the COVID-19 pandemic on the
agricultural sector in Vietnam.

Even without kewimg the COVID-19 pandemic, peop!ﬁz\r‘\i!'la mainly rely their income on
the agricultural sector tend to be vulnerable to many short rer shocks. According to IPSARD
(2016), people relying their income on agriculture are most severely affected by shocks (33%)
compared to people earning salary or wages (approximately 28%), and people relying their
income on non-farm activities (about 25%). The shock that is most likely to occur is agricultural
disease in livestock and plants. Flood and storms also occur frequently. The risk of drought and
fire occurs with less frequency. Lastly, the risk of human diseases such as COVID-19 hardly

occurs.
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The most severe and obvious impact of COVID-19 pazemic on the agricultural sector is

the disruption of agricultural supply chains. Many agricultural pusinesses suffer from teg~several
impacts of the COVID-19 pandemic such as the tendency eople onsumeﬂ less goods and
services, the reduction in the exportg products due to the closed border in many countries, the

input materials shortage, and the la¢k of available cash for paying salaries, interest payments,
le '
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According fo the suryey by the IPSARD (2016) with 1,300 households, 60.08% of the

respondents said that the sefd prices of agricultural products have been reduced after the

and rental fees.

existence of the COVID-19 pandemic. About 8% said that they even need to change their form
of sale. For example, they switch to the online sales instead of selling their agricultural products
offline.



The COVID-19 pandemic also has an impact on inputs of agricultural sectors. According
to the chart below, about 45% said that they have to face the higher price of inputs such as
fertilizers and pesticides, which lead to another problem that some farmers are unable to
purchase the sufficient amount of input causing the reduction in quality of agricultural products.
Some respondents said the supply of input materials has to be stopped and the time and
amount of supply were not as expected due to various factors such as the lockdown order in
some suppliers’ areas. Some farmers even need to buy inputs from other suppliers or use
another input instead because some suppliers may not be able to provide the efficient and

sufficient supply of inputs to those farmers.
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The first long-term issue is refated to the oversupply of agricult:gral products. This
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Long-term issues and challenges

oversupply issue has been on for many years and itis still g which creates a
huge impact on the economic view. There are many sources of the problem that leads to the
oversupply issue such as a lack of production plans from the government, farmers do not follow
the demanding trend, and no cooperation between farmers and entrepreneurs. Regardless of
the sources, the result of this problem affects every sector. Due to the oversupply of agricultural
products, the farmers will compete against each other to sell as much as possible in order to

cover their expenses. Therefore, it causes the price to fall significantly.

According to the local farmers, he-sait-tsat the money that they receive from selling the
products is not worth selling them in the first place. This issue does not affect only the farmers’
revenue, but it also affects export revenue too. One of the agricultural products that are involved
in the oversupply issue is pepper. In 2017, Vietnam expecﬁ%)( ship the-peppersTfor
appm during the first half of 2017'whicl$ﬁs amount has risen by around
13% due to the oversupply of the products. However, merevenuésegms-te declin‘eLf)y 13% as
woll-asthe ir;iorters vidliBte=mt the price down. Repeeielly-n-the peak harvest season, the

t

farmers need to sell lots of products to cover the large costs, but it alsd\comes with a sharp
decline in price too. The gdvice[from VPA (Vietham Pepper Association) s to hold on to their
stocks and wait until the/ prices|to be recovered which eventually causes the export revenue to

decline.
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The graph above shows the trend of the production of pepper in Vietnam. As&werr
the graph, sitdliustsates-the production of pepper in Vietham whieh=is increasing over
the=ggas during 2010-2019 due to t,@oversupply issee-Aslmentioned-earlierte-oversapply
causg\‘me prices to fall. Therefore, the money th;t 1-@ a?egg‘yoing to receive is not worth it and
might not cover their costs so they will hold their stocks and wait until the prices adjust. As they
hold their stocks, the export revenue will decline as the below graph. This graph shows the

decline in merchandise export index for pepper in Vietnam during 2014-2018.

Another long-term issue is the effect of climate change. Vietnam is one of the countries
that is affected by climate change such as typhoons, landslides, or floods the most due to their
geography. Those natural disasters have made a seyere imﬁ(cf on agricultural production and a
could even have depleted their harvests by half.,.As%—’l‘ég‘ew that’Vietnam is a country that \\'—W"‘f
depends on agriculture aset, it decreases the major sources of income for the people who work
in this sector. For example, Vietnam faced some serious challenges with severe drought in 2016
and the country's temperature increased by 0.9 degrees Celsius in the meteorological year of
2019.

In order to provide higher agriculture growth in the long-term, there are many factors that
need to be considered such as agricultural innovation or greater sustainability of farm
production. One of the innovations that have been introduced recently is “Presence Nutrition” in
which farmers are allowed to keep up with the market demands, daily prices, or even local
weather forecasts. Therefore, it will decrease the chance of having oversupply issues as the

farmers can avoid planting the types that are not needed in the market.



Government strategies and policies

As we& mentioned earlier that the issues occur in both the short-term and long-term, se*
the government of Vietnam took action in order to solve these problems separately. Starting with
the short-term preblem which is the effect of Covid-19 on agriculture in Vietnam.

The first policy that the Vietnamese government declared in order to respond to the

Covid-19 pandemic is the government order directly to the private rice traders to maintain rice
reserves equal to 5% from ##March 2020 until the next 6 months. The reason that the
government uses this policy is that they want to stabilize the domestic market. The second M
policy is the government announced to stop exporting rice during the Covid-19 pandemic in PV e
order to secure domestic food. Moreaver, on 27 March 2020, the agevirnment also to
stock 270,000 tons of rice and the Mmstry of%ance to purchase 190,000 tons of

i d 80,000 tons of paddy rice. H , after facing drought ig the Mekgng river delta the
rice an | ons of paddy rice. However, after facing ?ug S j.eu&l—q* !}‘D
government policy changed cppesitely—The-gevernment-switchod-their deeistort fram. stop

P s

export to determine the rice export quota starf 3:(3 April 2020. The government -deliver J
400,000 tons of rice in April and then another 400,000 tons of rice ne*he#amg May. | \“M

payment of value-added tax, corporate tax, personal income tax, and land
riculture and ﬁsherﬁho are affected by the Covid-19 pandemic.
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High growth in a perilous year
Vietnar's growth in 2020 was the highest in Asia.
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Next i€ the long-term problend that aﬁ‘ectg the agriculture sector in Vietnam whiehds
climate change and oversupply of agriculture products as mentioned earlier. )

Beginning with the first problem which is climate change and how the Vietnamese
government deals with this issue. The Nnistry ofﬁgriculture and B.lral @velopment of
Mehm—f(MARD) took action in order to solve the climate change problem during 2011-2015,
and also has a vision through 2050. There are around 4 main strategies to improve the climate
change capacity in the agriculture and rural sector. First, minimize climate change-related
damages. Second, reduce the agriculture sector green gas emission. Third, protect the lives of
people who are affected by climate change or natural disasters. The last strategy is to create the
opportunity for sustainable agriculture. U}Wé@\\ “\

To sum up exsrpthiag the Vietnam government is focusing on the protection offthe land
nearby%coasté are? stabilizing agriculture production, ensuring food security, and climate
change and natural disaster prevention.

y 2

Another long-term problem that theg.faceg( is the oversupply of agricultural products.
Therefore, in order to solve the oversupply problem, the Vietnam government should match the
demand and supply leaving no or the lowest excess supply as possible astheyean.

There are some plans to achieve the goal. The first strategy is to develop the
infrastructure to meet the requirements of agricultural products and serve people living in rural
areas. The second strategy is to strengthen competitive capacity and international integration of
the sector, so if the domestic supply is large they need to find enough demand to match with it
which is the demand for all around the world. The last strategy is to improve the efficiency of the

sector development management.

In conclusion, in order to solve the excess supply of agricultural products the

government negds to usg; more technology and infrastructure to improve both quality and
!

quantity. Hres==as®nead fo

emand for agricultural products from th# foreign
i gricultural p b foreig
count r matching with the oversupply. At the same time, they need to control the growth to

be constant jee t = e | ,nu% e
e i |
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The Role of Vz;ﬁous Development Actors u->\"“d JI-:,Q:\&‘}\”L
N : S
o\f’g E%\I\F’l 1\")" eﬂ”’“\‘ﬁ _
The department that has an important role in fplanning policies and strategies is the
RUMARDY The-rinistry-of-agriculture and-rurat

,..devebpmeﬂi.has_been_deuele-ped since 1987 by the comblr%—em#efem-gwermﬁ‘ nt
mmﬁﬁ_ﬁmb-ﬁmmmimmlstry of agriculture and ministry of ftnod/.'i'.llia'-4°""Q

subsequent addition of the ministry of forestry and the ministry of irrigation o foday's-ministry It
is a governmental agency performing state management functions in the partof agriculture,

forestry, salt production, fishery and rural development. '6 'L“L

The tasks and authorities of MARD is based on Decree No.178/2007/ND-CP. The first
task is to lead the process of agriculture development strategies upon approval of authorized
agencies. The second one is to control the government budgat for prevention of animal and
plant diseases and set up the governing board on prevention of animal and plant diseases. The
third task is to declare and perform governance guidance and make a report of strategies,
projects and agriculture development plans. The fourth is to control the crops and livestock
breeds. The fifth authority is to prevent and improve agricultural land and also desertification
landslides. The sixth one is to experiment in agricultural products in order to create new crops

and livestock breeds. Last but not least guide the import and export of agricultural product

M Pols

To sum up
develeprment sasswe tasks and authorities'mainly to conduct the agricultural preducts, control
and determine the project that related to the agricultural sector which approval by the
government, prevent anything that will cause negative impact to the agriculture sector and
supervise the expart and import the products which implicate with the agricultural product.
Therefore, the sector that has an important role in dealing with the short-term and long-term
problems could not be any ministry except MARD.
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Lessons Learned

From what our group has learned so far, in our group opinion, we think the most
essential element in order to improve Vietnam’s agriculture is sustainability. As aforementioned,
currently Vietnam faces both short term and long term crises. The effect of Covid-19 and natural
disastergto the supply chain have raised the input price which causes higher cost of production.
Furthermore, the fluctuation in price due to oversupply has caused poverty in the agriculture
sector.

As a result, from what we have learned, all of those factors mentioned have caused the
gap between income of agriculture groups and non-agriculture groups. Due to the poverty in the
agriculture sectoTI néw generation psegle*have no incentive to work in the agriculture sectog° r‘a-)f’ her
they choose to work in other sectors that give higher returns. The reason behind is that except
for the agriculture sector, other sectors seem to be capital-intensive which enhance new
generation people o work in their fields. Thus, with new generation people which mostly have
higher education levels than old generation groups, they will improve the sectors that they work
in even more which contributes to a higher gap between the agriculture sector and other

sectors.

Currently, the agriculture sector is lacking high education level people who can improve
the sector and create more sustainability that can lower the fluctuation in both input and output
price. Hence, what the government should do in order to help the agriculture sector is to create
more sustainability in the production process by applying innovation and new technologies in
the production process. Consequently, the transformation from labor intensive to capital
intensive in the agriculture sector will create an economy of scale in the production process
which will also lower the factor of production. Therefore, it will reduce poverty in the agriculture
sector. As poverty is reduced, it will encourage new generation people from other sectors to
move to the agriculture sector, so they can apply their knowledge and skills to improve the
agriculture sector. Moreover, technology will also create sustainable agriculture since it can help
to maintain resources and prevent essential resources from natural disasters.

W?/M—

At the end, Vietnam's agriculture sector will hawe sustainability in the sector which will

finally affect input price to be lower and higher output price by creating value added to the final

product. Therefore, the key is with sustainability Vietnam’s agriculture sector would be better.
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Conclusion

Vietnam is a country that depends on the agriculture sector since it contributes more
than one-tenth of the country’s GDP. In the past, the main purpose of agriculture was importing.
Later, with the support of the government, agriculture in Vietnam is improved in terms of
exportation which makes Vietnam become one of the biggest exporters of agricultural crops
such as pepper, coffee, or rubber. However, the trend of agriculture in Vietnam has declined
over the last 21 years after it reached the peak in 1998 along with GDP’s growth as Vietnam
seems to reach the limit of growth.

oA

In terms of issues and challenges that Vietnam must face, we can separate/into -H\a/
short-term and long-term. For short-term issues, it is mostly related to the COVID-19 pandemic
as the pandemic significantly slows down the pace of the global economy which means foreign
countries tend to decrease the amount of import on Vietham'’s agriculture products. Also, even if
they can sell their products, the sold price has been cut too due the decreasing in demand.
Moreover, the price of input products such as fertilizers and pesticides are more expensive so
some farmers could not afford those products and decrease the quality of the agriculture
products. Apart from COVID-19 pandemic, there are more issues in the shori-term such as
shoci?g‘rom natural d!sasteﬁor agricultural disease which these=siseeks-destroy farmer’s crops
and livestock. For the long-term issues, the issue that has occurred for many years is
oversupply issue. Oversupply issue is an issue that causes farmers to throw away their stocks
as they could not sell their lefiover stocks. With this issue, the sold price decreases significantly
as the supply exceeds the demand. Consequently, there is some advice for farmers to hold on
their stock for a while until the price is adjusted which means they are not going to export their
products which means that the export revenue will also be decreased. In addition, there are
similar issues that also occur in the short-term which are natural disaster issues. Due to
Vietnam's geography, they faced a lot of fluctuation in climate such as drought and floods which

caused a negative effect on their harvests.

To prevent those issues, the government needs to come up with the strategies and
policies. We alsc separate the policies into both short-term and long-term. For the short-term,
the government comes with 3 policies. The first policy is to maintain a rice reserve policy equal
to 5% in order to stabilize the domestic market. The second policy is to stop exporting rice
during COVID-19. Even though it is not a good thing to stop exporting the products in the
long-term, it is important to secure the foods for domestic people in the short-term especially
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with the pandemic. The third policy is to subsidize the agricultural sector such as deferring the
payment of value-added tax or personal income tax. For the long-term, the oversupply issue has
affected the agriculture sector a lot. Therefore, the government comes up with the strategy to
reduce excess supply such as improve infrastructure, to increase demand by strengthening
competitive capacity and international integration of the sector, and to improve the efficiency of
the sector development management. Also, natural disasters are important as much as
oversupply issues. There are 4 policies to prevent which consist of minimize climate
change-related damages, reduce the agriculture sector green gas emission, protect the lives of
people who are affected by climate change or natural disasters, and to create the opportunity for

sustainable agriculture. The aim is to make agriculture in Vietham become more sustainable.

The role of varicus development actors is coming from the department of ministry of
agriculture and rural development (MARD) which acts as a governmental agency in the
agriculture parts. The tasks of this department are to lead the process of agriculture
development strategies, to control the government budget for prevention of diseases that
caused by crops and livestock, perform a government guidance regarding to the agriculture
sector, control the crops and livestock breeds, prevent and improve agricultural land and also
desertification landslides, make an experiment on new types of crops, and enhance import and

export for the agriculture sector.
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