Compari.ng with the sugar
price on the world marlet, the
Vietnam’s sugar price is usually
US$200 higher per tonne. In 1997,
the sugar price offered in Paris
increased from US$307 a tonne at
the beginning of the year to
US$328.2 in October. In Vietnam a
kilo of RE sugar is sold at
VND6,000, or US$500 a tonne if the
exchange rate is VNP12,000 to the
dollar. That is why some Ha Nai-
based companies have recently
asked the Ministry of Trade (MOT)
for license to import sugar. When

mies become industrialized, these
barriers will be removed to facili-
tate international specialization and
each country will produce goods in
which it is most efficient.

List’s theory could be applied to

the Vietnam's sugar industry. But .

first of all, we had better study the
development of this industry in re-
cent years.

1. Period 1990-95

In the 1980s, although state-
owned sugar refineries were more
modern than privately-owned ones,
they were forced to sell their prod-

In this decade, sugar cane was
grown widely in such provinces as
Cén Tho, An Giang, Bac Liéu, Séc
Triang, and Bén Tre where there
was no state-run sugar refinery.
Contrarily, in provinces with mod-
ern refineries, such as Long An,
Bién Hoa,Khdnh Hoa, and Quang
Ngii, the sugar cane growing area
got reduced, these state-owmed
sugar refineries were permanently
short of raw materials, and as a re-
sult, they had to suffer losses.

The introduction of the market
economy in the early 1990s has
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the MOT said no, many traders
tried to import, either legally or
illegally, sugar and sugar-related
products with the result that the
MOT had to tax heavily imported
sugar products.

Frédéric List, a German econo-
mist, said that the free trade was of
benefit to developed countries only,
because they are strong enough to
compete with developing ones. He
advised protecting infant industries
of developing countries by raising
trade barriers against foreign com-
petitors. When developing econo-
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ucts to state trading companies at
low prices fixed by the Government
who in its turn forced farmers to
sell sugar cane to state sugar refin-
eries at bottom prices. Farmers in
provinces with state-owned sugar
refineries usually sold sugar cane
stealthily to privately-run sugar re-
fineries that could pay better prices
because they could sell brown sugar
they made to the black market.
When local governments prevented
farmers from doing so, farmers
started to grow other plants instead
of sugar cane.
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saved these state sugar refineries
from the brink of ruin. Free trade
was encouraged. State factories
were allowed to decide on prices
paid for much-needed raw materials
and selling prices of their products.
State sugar refineries with better
equipment could compete success-
fully with privately-run sugar mills.
The sugar cane growing area started
to rise in many provinces with or
without modern sugar refineries.
The market demand for sugar and
sugar-related products increased be-
cause of improved living standard.
So this was a boom period for the
sugar industries, for both modern
state sugar refineries and privately-
run sugar mills.

2. Period 1996-97

In the years 1990-95, although
the price of sugar on the world mar-
ket was low, the Vietnam’s sugar in-
dustry lkept on developing because
the source of foreign exchange was
too limited to import sugar. But up
to 1995, the source became more
abundant and 210,000 tonnes of
sugar were imported. In the 1996
Tét Festival, the sugar price, in-
stead of rising as usual, went down
because many traders had to sell out
all imported sugar for cash. The
Khanh Hdi Sugar Refinery imported
a lot of brown sugar to make castor
sugar because the price of brown
sugar was lower on the world mar-
ket than on the domestic one. This
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situation made the
price of sugar in Viet-
nam fell sharply. All
state-run sugar refin-
eries were ordered to |
buy sugar cane from
farmers to the best of ©
their ability. So these
sugar refineries
worked at full capac-
ity and they kept on
buying sugar up to
May when the rainy
season started (in
rainy season, sugar
content in sugar cane
tends to reduce).
However, their ef-
forts failed to keep
the sugar price from
falling.

Experience shows that economic
policies, after coming into being,
tend to exist for long even though
the situation that gives birth to
them changed, and adjustments are
only made when they cause great
damage to the economy. The fall of
sugar price in 1996 shows that the
market economy can only ensure
sustainable development for farmers
only on condition that it is regulated
by right macroeconomic policies.
That is why in 1996 many measures
to deal with the ecrisis in the sugar
industry were taken:

+ The MOT banned the import
of sugar, and then, sugar-related
products. _

+ The Ministry of Agriculture
imported high-yield strains of sugar
cane and some 13 sugar refineries
were built in provinces with large
areas planted with sugar cane, espe-
cially in the Mekong Delta.

Although certain sugar refineries
were built of used equipment im-
ported from China, instead of locally
made one, and some of them
couldn’t come into operation after
two years, the measures had strong
effects on the sugar industry: the
price of sugar cane climbed up
steadily from some VND80 per kilo
in 1996 to 300 in 1997 in many
southern provinces. Generally, we
hope that Vietnam can produce
enough sugar to meet the domestic
market demand in the coming
years. The problem is how to reduce
production cost and turn Vietnam
into an exporter of sugar.

3. Plan for the period 1998-2000

When the sugar industry and the
sugar market develop, sugar produc-
ers are forced to apply new tech-
nologies  and  techniques  to
production, certain badly-equipped
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sugar mills and sugar-planters using
obsolete farming methods will face
the danger of bankruptcy. In the
near future, we have many reasons
to believe that the sugar price in Vi-
etnam will fall.

Firstly, new strains of sugar
cane planted on well-irrigated areas
can yield 100 tonnes per hectare. A
well-kept sugar field can produce
three, or even five, crops. However,
sugar planting areas in many prov-
inces aren’t well-irrigated. For ex-
ample, in Long An where there are
two sugar refineries (Hiép Hda and
India-invested Nagarjuna), sugar
planting areas are usually flooded in
rainy seasons. In 1996, some 9,000
hectares of sugar cane were de-
stroyed and many other areas suf-
fered great -damage. In An Giang
and Can Tho, sugar planting areas
are under threat of annual flood.
Generally, these provinces aren'’t
suitable for sugar planting.

Sugar cane can be grown widely
in Central Vietnam or South East-
ern Vietnam where there are many
streams and springs, and rain water
can drain easily from farming land.
The problem with these provinces is
how to supply water to sugar planta-
tions in the dry season. Sugar cane
is also planted in coastal provinces
of the Mekong Delta (such as Bén
Tre, S6c Trang, Minh Hai and Kién
Giang) where both the drainage sys-
tem and the supply of water in dry
season are good. The sugar cane
growing has been especially devel-
oped in Khdnh Hoa where the dry
season usually lasts for eight
months. The situation in these prov-
inces can be improved remarkably
by developing the irrigation system
or building dikes to prevent flood-
ing.

From 1998 to 2000, if the drain-
age and irrigation problem is solved,

\ sugar cane growing ar-
"~ eas in these provinces
can yield 100 tonnes a
hectare. With a price of
VNDP300 a kilo, a hec-
tare of high-yield sugar
cane can bring in some
- 30 million in compari-
f son with 8 million when
planted with sugar cane

of old strains.
S Secondly, sugar
3 leaves from a hectare of
i 4 sugar cane can be used
as additional feed for 4-
10 cows. Peeling off
sugar leaves regularly
also helps to improve
the yield of sugar and
~ cow dung can be used as
manure for sugar fields.
So there must be measures to en-
courage farmers to couple sugar cane

growing and cow farming.

Thirdly, in provinces with large
sugar growing areas, there must be
plans to build roads and canals con-
necting sugar fields with sugar re-
fineries in order to reduce transport
cost and waste of time before sugar
cane is processed. In Vietnam, most
sugar fields are some 100km far
from sugar refineries. After being
cut down, the sugar content can re-
duced by 4% a day if it isn’t proc-
essed while most farmers are using
manual labor to cut down and trans-
port sugar cane to the refinery. This
situation makes it difficult to keep
the production cost low.

Fourthly, press residue of sugar
cane is usually used as fuel which
produces a lot of pollutants. So we
had better build paper mills or
small power plants beside sugar re-
fineries.

4. Conclusion

In 1996, new bases for the devel-
opment of the sugar industry were
built (new strains of sugar cane,
new sugar refineries and protection-
ist policies). The main task for the
period from now to 2000, in our
opinion, is to reduce the production
cost from US$500 to under 300 a
tonne in order to export Vietnam’s
sugar products. The above-men-
tioned measures can help us achieve
this aim. By-products of sugar (pa-
per, animal feed, etc.) can help in-
crease export earnings needed for
the industrialization program. With
favorable eclimatic conditions and
abundant and cheap labor force, we
think that Vietnam's emergence as
a sugar exporter is within the
bounds of possibility=
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