POLICIES FOR RURAL
INDUSTRIALIZATION AND
MODERNIZATION BY 2010

. ACHIEVEMENTS OF VIETNAM'S
AGRICULTURE AND RURAL AR-

EAS IN THE PERIOD OF DI MG
The industrialization and mod-
ernization of rural areas and agricul-

‘ture is the proper advocating of our

Party and Government. It is just the
way to bring the country's agriculture
and rural areas out of poverty and
backwardness.

Vietnam is a farming country and
80% of its population live in rural ar-
eas, so the farming labor accounts
over 70% of the total working force.
The Party not also determines the
national industrialization and mod-
ernization is a central task from now
until 2020 but also underlines” the
industrialization and modernization
of agriculture and rural areas must be
of great concern".

Vietnam is also lying in the tropi-
cal zone, and endowed with many ad-
vantages for farm development. It
can sow many crops of food plants in
a year and at the SAMCOe time may
face many natural calamities causing
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damage to crops. To build a
sustainable ecological agriculture is a
requirement to ensure the national
food security.

The sustainable development of
production must reach the target: to

make the farmers and the society
rich and step by step bridge the gap
between urban and rural areas. Viet-
nam and other countries are pre-
pared to enter the twenty-first cen-
tury - the century full of prospects for
economice, social, scientific and tech-
nological development, as well as
challenges. To ensure food security
whereas the population is increasing
is a crucial problem to the develop-
ment of each nation, especially for
developing countries with large
population.

Thanks to positive effects of the
reform of systems and managerial
models, Vietnam's agriculture and
rural areas continue to grow and de-
velop firmly in the period of déi méi.
The annual average growth rate of
agriculture is much higher than that
in the 1990s. Both cultivation and
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husbandry make progress in terms of
product diversification and increas-

-ing efficiency of land use and labor.

Especially in food production, the an-
nual growth rate of 6% is higher than
that of population resulting in the
rise in per capita food output.

Given the achievements, Viet-
nam becomes a rice producer devel-
oping fastest and firmest as com-
pared with other countries 1n
ASEAN.

Before 1989 Vietnam was in short
of food but turned into the third big-
gest rice exporter behind Thailand
and the U.S. in consecutive years
from 1989 to 1997. The country's rice
yield reached 3.6 million tonnes in
1998 and 4.5 million tonnes in 1999,
surpassing the U.S. and taking the
second rank behind Thailand.

The rural economic structure has
changed initially into multisector
and polyculture, and general busi-
ness promotion. This has contributed
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to the national economic restructur-
ing in the direction of increasing
shares of industry and service and
reducing that of farming in the coun-
try's GDP.

cage (for breeding cattle) + forest has
turned out farm products of high
value for local consumption and ex-
port, accounted for 30% of rural ar-
eas' total GDP and opened the path

Table 1: SHARE IN THE NATIONAL GDP (%)

1992 | 1993 1954 1985 1996 1997 1998 1999
Agriculture (farming, | 33 9| 294 | 287 | 293 | 27.2 | 257 | 248 254
forestry, and fishery)
Industry 273 | 2890 | 296 | 281 | 307 | 31.7 | 326 | 345
Service 388| 412 | 416 | 426| 421| 426 426 401

In the primary sector, many
large-sized regions produce high-
quality food. They include the Me-
kong Delta with rice, fruit and duck,
the Central Highlands with coffee
and cattle herd; the southeastern
provinces with rubber, sugarcane,
maize, peanut, cashew nut; the Hong
River Delta with vegetables; the
Sputhern mountainous areas and
midland with tea, and the Central
coastal provinces with cattle herd.
These regions have been producing
the majority of national farm prod-
uets; 70% of commercial rice and 90%
of rice exports are derived from the
Mekong Delta; 80% of total coffee
output from the central highlands;
and 85% of rubber output from the
Southeastern provinces and so on.

- In the past years, it is noteworthy
that production in the above regions
has been oriented to higher speciali-
zation, better capital investment and
technological innovation and more
effective organization as compared
with the previous years. In thesc spe-
cialized regions, goods are pro-
duced and marketed in a rather
large scale. In DPéng Thap
Muoi, and Long Xuyén Quad-
rangle, there are farming
households with an area of tens
of hectares and vutput of 50-70
tonnes, especially some may
harvest hundreds of tonnes of
rice. In the southern midland
and the Central TIlighlands,
large farms have taken shape
and grown industrial perenni-
als, fruit trees, pharmaceutical
plants, and bred cattle. These
farms have gained significant
revenues from exports. Many
examples of the farm economy
model have been learned and
promoted in many localities. As
a result, the sizc and number of
efficient farms in agriculture,
forestry, and lishery ave in-
creasing. The madel of orchard
+ pond (for raising f(ishes) +
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to prosperity for farmers.

Il. VIEWPOINTS AND OBJECTIVE
OF RURAL INDUSTRIALIZATION
AND MODERNIZATION UNTIL 2010

1. Viewpoints

In current conditions, the rural
industrialization and modernization
should be based on fundamental
viewpoints as follows:

+ The rural industrialization and
modernization must generate a di-
versified commercial agriculture on
the basis of utilizing comparative ad-
vantages to satisfy requirements of
domestic consumption and strongly
orient to export.

+ Giving priority to the develop-
ment of industries and services in ru-
ral areas which tap local raw materi-
als, use a great quantity of workers
and require less capital; and paying
attention to the development of
small- and medium-sized establish-
ments including family businesses.

+ The manufacturing sector in ru-
ral areas has to obtain advanced
technologies in combination with
traditional craft in order to make
high-quality goods which can be com-
petitive in local and foreign markets.

+ The rural industrialization and
modernization must be closely linked
with economic development in urban
areas and industrial parks. The
labor-intensive industries, which are
clustering in big cities, should be en-
couraged to operate in rural areas.

+ The rural industrialization and
modernization must depend upon
reasonable employment of natural
resources such as water and forest
and meet requirements of environ-
mental protection and reclamation.

2. Objective

The general and long-term objec-
tive of the rural industrialization and
modernization is to build an agricul-
ture and a rural economy having
modern  infrastructures, suitable
structure, progressive production re-
lations with the aim to improve pro-
ductivity, create jobs, eradicate hun-
ger, alleviate poverty, and soon
promote income and living standard

" of rural residents.

Ill. POLICIES FOR RURAL INDUS-
TRIALIZATION AND MODERNIZA-
TION UNTIL 2010

1. Land policy

In the system of measures and
policies for agriculture, the core of
the problem is farmers. If they are
not given autonomy and lack produc-
tion motives, then all measures are
far trom effective as expected. The
farmers' dynamics are derived
from land use right: “The basic
solution for all successes of
farm policies is to settle the
land problem well.” Therefore,
the settlement of problems in
ownership relations, and land
use in accordance with rule and
law will make positive contri-
butions to the resolving of
socio-economic problems, ac-
celerate the farm economic
evolution, secure social equal-
ity, eradicate hunger and alle-
viate poverty, and implement
the target of wealthy people
and strong nation.

Al present, the settlement
of land ownership relations
must be based on a general
view of stability for develop-
ment. There are so far many
arguments on various factors
{economic cycele of plants, popu-
fation growth.) which are



grounds for regulations on the term
of land allocation in the Land Law.
There is no consensus in these argu-
ments. The general view should be
that-the term of land allocation is
long and unlimited. Land is granted
one time and wholly. The legislation
only rules: If the Government imple-
ments geographical plans or uses
land for other purposes, it will make
satisfactory compensation. Finally, if
the landowners do not fulfill their ob-
ligations, their land will be revoked.

What is the term of land alloca-
tion? In fact, farmers are not con-
cerned about this question and the
reality has no proper answer. We
will waste plenty of energy, money,
and time due to the term of land allo-
cation (including the granter and the
receiver). 3

What about land accumulation?
Land accumulation is a natural pro-
cess. In Vietnam, land accumulation
comes from the process of land use
transfer. Land allocation should be
based on the farmer's capability of
production. The Government will
regulate income by imposing taxes
and should not restrict land offer. It
is required to encourage and recog-
nize land accumulation in deserted
areas and barren hills so that the
people can make long-term invest-
ments in farming. Land transfer is a
common practice of a commercial
economy under the market mecha-
nism. The effervescence of this
transfer is sometimes a sign of eco-
nomic growth or an outcome of good
changes in the market that is benefi-
cial to development.

Nevertheless, if free land accumu-
lation may cause negative effects, for

- example, those farmers who need

land for production will become
landless; the speculation in land will
occur in the market of real estate,
cause capital gluts and worsen social
issues in rural areas. Moreover, the
labor division in the countryside re-
mains limited, industries and serv-
ices are underdeveloped, idle farmers
do not have job.The Government
may foresee to control this event by
land limit policies, and tax on land
use transfer and improve its support
and other social welfare. However,
the land limit must be in accordance
with the Government's decisions on
the development of rural economy
and market economy.

Regarding land leasing, it is a
problem causing troubles and in con-
venience to land users and disputes
among legislators as well as local
agencies in the process of executing
the Land Law.

As for land registration in locali-
ties, relevant agencies are required
to fulfill its task of granting certifi-
cates of land use right to farmers.
This will make legal framework for
farmers to implement their rights
and obligations in compliance with
the Land Law. These agencies have
to settle land disputes to assure
farmers for their investment in pro-
duction. The Land Law efficiency de-
pends mainly on liberal procedures
helping farmers implement their
rights concerning land.

In short, the solutions to land is-
sues include legalizing land owner-
ship and transfer, removing the
status of “non-owned” land and fi-
nally stimulating effective use of
land.

2. Encouraging private businesses

in agriculture and rural areas

The existence of private busi-
nesses in agriculture is an inevitable
condition in line with the Party and
the Government's policy on the de-
velopment of multi-sectoral economy
in the process of déi mdi. According
to rough statistics, by the end of
1998, the whole country had 12 mil-
lion rural households, 10 million
farming families including 50,000
farm owners and tens of thousands of
families with various non-farming
careers in rural areas. In the past
years, implementing the Politburo's
Resolution 10 (Term VI), this eco-
nomic sector has developed and
made significant contributions to the
national economy, satisfied domestic
consumption, and ensured food secu-
rity. It also helped transform our
country from a rice importer to the
second biggest rice exporter in the
world, improved the people's living
standard, stabilized the society, pro-
moted economic growth and curbed
inflation...

The agriculture has become a firm
foundation for socio-economic devel-
opment. The role of farming house-
holds and private businesses in this
sector makes a major contribution to
that success, some 80% of total farm
products are produced by them,
chiefly in the Mekong Delta, the
Central Highlands, and the South-
eastern provinces. Most of the state-
owned enterprises provide services.

However, the households and pri-
vate businesses in agriculture still
encounter a lot of difficulties in the
process of development. The under-
standing of levels, branches, and lo-
calities about this important sector
shows discrepancy, so there is not
yet orientation and policies for devel-
opment encouragement. The dis-

crimination in some areas remains.
The policies on land, tax, credit, in-
vestment, export and import have
not yet motivated families and pri-
vate enterprises in farming to ex-
pand production and business to
make rich legally. In southern and
central provinces, relations between
this sector with state one and agri-
cultural cooperatives are still vague,
while family businesses are preva-
lent in southern provinces and the
Central Highlands. Nevertheless,
the Government's role toward this
sector is not distinet.

To  overcome the  above-
mentioned difficulties and restric-
tions is not only a requirement of pri-
vate businesses in agriculture but
also a must to the sustainable devel-
opment of agriculture in the trend of
industrialization and modernization
in line with the Party and Govern-
ment's policies on multisectoral eco-
nomic development.

As a result, the Government
should perfect its policies and new
management systems to meet these
requirements, and contribute to ac-
celerating the development of pri-
vate businesses in agriculture and ru-
ral areas under the orientation of
socialism. This will implement the
national industrialization and mod-
ernization as well as fulfill the
planned target of rich people, strong
nation, and civilized society.

3. Markets, prices and Govern-

ment's support for production

Market plays an important role
in the transit from an agriculture
based on self-supply and self-
sufficiency or small agricultural pro-
duction to commercial economy. Re-
lations in markets also indicate eco-
nomic benefits of rural residents in
the shift from the centrally planned
system to the market one under the
Government's management.

In recent years, markets for rural
development have been expanded.
The exchange of goods has been more
liberal than previously. This has
good effects on tapping local advan-
tages.

However, it also poses serious
problems. If they are not settled
soon, they will cause hindrance to ru-
ral development. They are as follows:

- The purchasing power remains
poor because the practice of self-
supply and self-sufficiency is still
common and the rural living stan-
dard low. The processing industry is
a place to consume agricultural prod-
ucts in large quantity and thus be-
comes a decisive factor to boost spe-
cialized rural areas. The country's
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food processing industry is weak in
terms of size, technological level, and
management skill. These shortcom-
ings make manufactured products
not competitive and unsalable and
therefore the processing factories
will buy fewer products from farm-
ers.

- There are difficulties in goods
transport. Although there are par-
ticular improvements but the techni-
cal and transport facilities have not
yet met the requirements for exploit-
ing farm potentials and enhancing
goods exchange. The development of
rural infrastructures has not yet been
paid full attention.

- The farmers’ marketing capabil-
ity is low. They still depend on the
Government's subsidies. Poor house-
holds face troubles in production
means and lack skill of economic cal-
culation, Farmers' links are loose, so
they are easily affected by risks in
the market. This results to that the
percentage of commercial food is not
high.

- The conditions of goods ex-
change are adverse to farmers. This
is clearly seen in the difference in
prices of farm products and manufac-
tured goods and services. While the
prices of agricultural products show
no or slow rise even decline, the
prices of commodities farmers have
to purchase from materials to con-
sumer goods are climbing. When the
harvest fails, farmers are certainly
anxious but even though they enjoy
bumper crops, they are also nervous
due to very low prices.

- The Government helps farmers
by fixing the floor purchasing price of
rice paddy but the efficiency of this
policy remains low.

- Products in rural areas are not
only food but also non-farm products
produced by rural industry. These
produets will hold an important posi-
tion in future, In the past, many rural
areas have invested in promoting
non-farming careers. However, the
products are also hard to be sold due
to low competitiveness, small-sized
production, and lack of Government
support.

Difficulties in markets and prices
are hampering the development of
rural economy. If they are not re-
moved, the restructure of rural econ-
omy will be slow. As a result, policies
on market, which are liberal and
helpful to farmers, should be shaped
and realized as one of top priority in
rural development.

4, Science and technology
One of factors boosting agricul-
tural production and rural economy
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is the research and application of
technological achievements to pro-
duction and life. The second plenum
of the Party Central Committee af-
firmed: “industrialization and mod-
ernization must be implemented
with scientific and technological ad-
vances.”

The sixth plenum of the Party
Central Committee continued to con-
firm: “More energy should be focused
on rural development in the orienta-
tion of industrialization and mod-
ernization as a firm basis for socio-
economic stability and evolution in
any situation.”

In such situation as increasing
techno-scientific achievements, in-
dustrialization must be accompanied
by modernization. To invest money
in advanced technologies and apply
them to production and service is a
major content of the process of mod-
ernization. The central task of indus-
trialization and modernization is to
restructure the economy by promot-
ing technology -based and high
value-added industries.

According to the Ministry of Agri-
culture and Rural Development esti-
mates, some 30% to 40% of value
added in food production comes from
technological application. Farmers
soon adapt themselves to techno-
scientific advances. Institutes and
universities have attracted research-
ers to solve technological problems
for rural development.

In many plans, techno-scientific
activities have aimed at evolution in
agriculture and rural areas. Many na-
tional and ministerial programs
have made valuable contributions to
resolving the problems in respect of
breeds, strains, advanced methods of
cultivation and breeding, technology
transfer models, and application of
technological achievements to moun-
tainous areas. They also include en-
hancement of output of perennials,
pharmaceutical materials, fruit, for-
est..in the midland and mountainous
areas; consumers markets for farm
products, job training, and improve-
ment of educational level.

Based on requirements of rural
industrialization and modernization
together with real problems in re-
spect of techno-scientific programs,
we suggest some initial tasks as fol-
lows:

1. Evaluating exactly the status of
application and mobilization of sci-
entists for rural development; and
specifying major achievements, defi-
ciencies, obstacles and difficulties.

2. Analyzing causes, taking meas-
ures to overcome current shortcom-
ings, and especially coordinating

techno-scientific programs for rural
development.

3. Renovating organizations and
management system to use techno-
logical achievements effectively and
combining techno-scientific  pro-
grams with socio-economic ones.

4. Official training and employ-
ment and rural social policy

The Government should reform
its policies on training, using and
giving satisfactory incentives to
technical officials, farm stimulation
officials, technicians and others who
are working and devoting their heart
and mind to rural evolution. Those
who make profitable inventions in
respect of science, technology, and
management..should be well paid
and highly appreciated. Only by do-
ing so, can these scientists and ex-
perts be attracted to serve the rural
areas in the long run.

When mentioning agriculture, we
should not neglect social, economic
and cultural life of farmers. It is said
many times that agriculture is the
key front but the farmers are not
paid full attention, even sometimes
forgotten. We would like to recall
that the people standing on this key
front must be given best regards.

Our rural areas are changing
strongly in terms of economic forms,
structure and organization, income
distribution, development of produc-
tive forces and effects of the market
mechanism. All of these interactive
factors will transform rural social
structure. To settle social issues, the
viewpoint of wealthy people and
strong nation in parallel with hunger
eradication and poverty alleviation
will be firmly grasped.

In the stage of national construc-
tion, the economic benefits of farm-
ers in particular and the people on
the whole must be given top priority.

At present, there are widening
gap in income distribution. The Gov-
ernment is required to settle social
welfare and give a hand to poor farm-
ers.
The Government should expand
its cooperation with farming house-
holds or promote cooperation be-
tween rich families with entrepre-
neurs in cities with the aim to build
processing factories. This will help
industrialize the countryside, urban-
ize rural areas step by step and con-
sume food products. The cooperation
path is to make farmers become
shareholders of processing compa-
nies in rural areas to add value to
their raw farm products. Finally, for-
eign investors are welcome when
they express their wish to enter joint
ventures with local farmers. ®





