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Abstract

The output of paddy has been increased from 16.4 million tons in 1987 to
50.4 million tons in 2015, with average food per capita doubling from 275
kg/person (1985) to 550 kg/person (2015). Exports of agricultural, forestry
and fishery products in 2017 reached USD 36.7 billion, an increase of 14.05%
over 2016. The main causes of this strong growth have been the economic
transition from only two main business sectors in agriculture, namely
state-owned farms and agricultural cooperatives to more diversify economic
activity; and a shift from the centralized economy to a market economy. The
most impressive leap was after the 10-NQ/TW Politburo Resolution in 1988.
Resolution 10 derestricted farmers, allowing a market economy to emerge.
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1. Introduction

Vietnam’s economy has seen impressive growth in recent years, especially after
the transition from a centrally planned economy to a market economy. Vi-
etnam’s agriculture has also undergone impressive development since the war
years of 1954-1975 and the time under a centrally planned economy.

After declaring independence on September 2, 1945, the Democratic Republic
of Vietnam engaged in a nine-year war with France. The war ended in 1954, Vi-

etnam won the Dien Bien Phu victory. After 1954, the Democratic Republic of

*First author; “Corresponding author.
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Vietnam started to build a socialist system. The country was divided into two re-
gions: North and South. North Vietnam under the leadership of the Communist
Party was transformed into a communist society and economy modeled accord-
ing to the socialist regime, whereas South Vietnam was based on the market
economy mechanism. After the Vietnam war ended in 1975, South Vietnam was
reunited with North Vietnam, and the economic mechanism subsequently ex-
tended its centrally planned economy to the entire country until 1987.

In 1988 Vietnam issued Resolution 10 NQ/TW to revitalize agricultural man-
agement and meet urgent needs of agricultural development (Resolution 10
NQ/TW, 1988). The centralized, subsidized mechanism of the socialist regime
was replaced by an increasing orientation towards a market economy. As a re-
sult, the economy of Vietnam, as well as Vietnamese agriculture, has made great
progress. Instead of food shortages of 2 million tons each year, after only 2 years
following implementation of Resolution 10 NQ/TW, Vietnam exported 2 mil-
lion tons of rice to the world market. Agricultural production continued to im-
prove rapidly and continuously, at an average annual rate of 4.5%, and food
production increased annually by 4.8% per year (Dang, 2006).

This paper attempts to explain why the Vietnamese economy and agricultural
sector have developed so rapidly after Resolution 10 and what are some of the
difficulties that Vietnam is currently facing. In particular, it compares the dif-
ferences between the two types of agricultural production, namely state-owned
farms and collective economy, and the market-based economy in Vietnam, ana-
lyzing the basic causes of Vietnam’s agricultural growth following the transition
from a centralized economy to a market economy.

This paper is divided into 4 parts. The first section is an introduction to the
issues that need to be researched and solved, research objectives. The second
section is an explanation of the data collected and the methodology. The third
section of this paper is the result of research and discussion, this section is di-
vided and analyzed into two main parts which are before and after Vietnam

promulgated Revolution 10. The final section, is the conclusion of the paper.

2. Methodology
2.1. Data Collection

The data used in this article were obtained mainly from secondary data sources
including the General Statistics Office of Vietnam, the Ministry of Agriculture
and Rural Development, the Ministry of Finance, the Ministry of Planning and
Investment, the Institute of Agricultural Policy Research and from other relevant

scientific sources.

2.2. Data Analysis

The main methods applied in the study were statistical analysis, comparative in-
stitutionalism analysis, systematic analysis, in-depth expert interviews, and other

qualitative methods.
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Comparative institutionalism analysis shows how different forms of economic
organization have been established, reproduced and changed in different market
economies. It focuses on macro-level societal institutions, in particular those
that govern “access to critical resources, especially labor and capital” (Whitley,
1999).

A systematic analysis of main national institutions and the interactions be-
tween these institutional arrangements and the activities of business organiza-
tions has been conceptualized in terms of “societal logic” (Maurice et al., 1986),
“social systems of production” (Hollingsworth & Boyer, 1997), “national indus-

trial order” (Lane, 1992) or “national business systems” (Whitley, 1999).

3. Results and Discussion
3.1. The Period from 1945 to 1975

During the period from 1945 to 1975, Vietnam experienced two wars against
France and America. The French war lasted nine years from 1945 to 1954, in
which Vietnam was divided into South Vietnam and North Vietnam. The
American war lasted for 22 years (1954-1975). The North developed the socialist
economy and the South developed the market economy. In reality, the Viet-
namese economy in both regions was heavily dependent on the support of for-
eign countries—the North by socialist countries, especially the Soviet Union,

and the South receiving mainly American supports.

3.1.1. The Period from 1945 to 1954
In 1945, after declaring the founding of the Democratic Republic of Vietnam,
the Vietnamese government under the leadership of President Ho Chi Minh
immediately had to face many difficulties: French troops and troops from Tai-
wan region of China; and more than 95% of Vietnam’s population comprising
farmers, illiterate with low incomes. At the same time, the budget of the young
government was almost non-existent. The government introduced numerous re-
forms, abolishing certain types of taxes such as personal tax (per capita), property
tax and reduced land tax, but these efforts were greatly impeded by resistance to
the French colonialists. With a backward agricultural economy and low crop and
livestock productivity, the assistance of the Soviet Union and other socialist
countries for Vietnam’s economy and agriculture in particular was significant.
Before the revolution of August 1945, Vietnam was feudalistic, the land was
mainly allocated to landlords (Table 1), and landless farmers mainly worked for
landlords. In addition, due to the policy of colonialism, most Vietnamese people
were illiterate. After taking over the government, the young Vietnamese gov-
ernment had to face many challenges such as foreign invaders (French and Tai-

wan region of China) and problems of hunger and illiteracy.

3.1.2. The Period from 1955-1975
In the period 1955-1975, after the Dien Bien Phu victory, according to the Geneva
Agreements Vietnam was divided into two regions. In this phase, all resources
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Table 1. Average land area per capita by social class (before 1945).

Social class Average land area per capita (m*/person)
Landlords 12,460
Rich farmers 5040
Medium farmers 1450
Poor peasants 472
Laborers 112

Source: Dang Kim Son, 2006.

were directed towards the Vietnam war. North Vietnam under the socialist mecha-
nism depended on aid from socialist countries, while South Vietnam developed its
market economy mechanism with the help of the US government. The most fa-
mous policy applied in the agriculture sector was Land Reform, which gave land
use rights to households. This was a breakthrough in agriculture, with extensive
farmland reform stimulating rapidly growing food production. But the policy
was not maintained. Instead, it was replaced by a cooperative system.

1) Land reform in North Vietnam

Land reform in the North initially opened up general economic development
and agricultural activity. After the French war finished, in May 1955, the gov-
ernment issued eight policies to encourage the development of Vietnam’s agri-
cultural sector. The main objectives were: First, to ensure the right to use of land,
and protect the private property of citizens; Second, to encourage land reclama-
tion and tax exemption for land reclamation; 7hird, to have tax exemption for
surplus yield and increase the productivity of farming households; Fourth, to
create the freedom to hire labor, production materials and other inputs; Fifth, to
encourage labor exchange between households and help for each other; Sixth, to
encourage the development of sub sectors; Seventh, to protect and boost labor
supply; Eighth, to protect farmer’s rights. These policies initially created a mecha-
nism similar to the market mechanism. They motivated farmers to produce and
encouraged efficient use of natural and human resources.

The results of land reform are shown in Figure 1. There was an immediate
increase of 2.4 tons/ha in rice production. This was an important step in trans-
forming the economic structure of agriculture. During this time, farmers were
satisfied. The policies created significant power for farmers because they
changed from being landless employees to land users.

2) The period when the North had only two forms of state ownership and col-
lective ownership

However, the vision and direction of land reform were altered quickly, re-
placed by a collective system in which only state-owned farms and agricultural
cooperatives were allowed to exist and develop. In North Vietnam, there was a
tendency to force people to enter into these two forms of activity. This policy
lasted nearly 30 years. Crop and livestock productivity sharply declined during

the 1960s, as well as productivity in rice.
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Figure 1. Rice productivity decline under state and common

ownerships. Note: 1959-1975 (state and cooperative ownerships
in the north of Vietnam) Since 1976 (state and cooperative
ownerships in whole country). Source: Dang, 2006.

By 1960, Vietnam had completed the formation of agricultural cooperatives.
The North had 40,422 agricultural cooperatives, accounting for 85% of farm
households and 68% of the cultivated land and by 1975, 97% of farm households
took part in cooperatives (Dang, 2006).

a) State-owned farm model in North Vietnam

In the state-owned economic sector, land, labor and capital were supplied by
the state to state-owned enterprises and state-owned farms. All outputs had to be
handed to the government. What to produce, how to produce and for whom
were decided by the government, as there was no free market during this period.
Wages of workers, food and foodstuffs of workers, officials, and employees in
state-owned enterprises and state-owned farms were paid by the government.
Officials had the right to buy 13 kg of rice per month at a subsidized price, much
lower than the price prevailing in illegal markets. The form of ownership to-
gether with the distribution of average benefits destroyed the motivation to
work. Workers had no motivation to work hard, because regardless of their ef-
fort, they received the same wages and food each month. Their labor productiv-
ity did not determine monthly wages and food allocation. The organization of
work and distribution in terms of average shares failed to encourage the creativ-
ity of managers and producers.

The production process was organized by production teams. A team leader
and secretary monitored production by workers and cooperative members, in-
cluding recording their participation. All jobs and operations were carried out
according to the plan assigned by the government or the Ministry of Agriculture.
At the beginning of each year, state-owned farms made plans for the following
year. These plans covered input supply, production and product delivery. Some
plans were approved after state-owned farms completed their works.

There were no market prices for inputs and outputs because the market was
not accepted in this period. The government decided the price of many types of
inputs and outputs. Because of price distortions, procedures for evaluating com-

pleted plans were weak. Most state-owned farms reported profitability, but over
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90% suffered losses if input costs were properly taken into account. Since the state
set a variety of input prices, there was no equilibrium market price, and although
state-owned farms often reported profitability, in reality most had losses.

b) Agriculture cooperative model in the North

The second form of ownership in this phase was the ownership of land, labor
and capital. Agricultural land was still owned by the state, but labor and capital
were owned by agricultural cooperatives. Farmers were encouraged to join the
cooperatives, which expanded markedly. Households not participating in coop-
eratives were considered backward or opposed to the government. The principle
of volunteering and mutual benefit was not adopted in this model.

The production process in cooperatives was organized in team or groups. The
captain was the person who arranged the daily work for members, allocating
points for each task, while the secretary recorded each member’s points in the
afternoon. Under this system, farmers focused only on how many points they
could get, rather than crop or livestock productivity because outputs were not
directly related to them individually whereas the points were allocated by the
team leader each day. At the end of the crop, the total product of cooperatives
after deducting taxes, expenses of the commune, village authorities and coopera-
tive management department was determined by dividing the remainder by the
number of working days. The outcome was that in some cases farmers received
only 0.2 kg of rice per working day. About 55% - 65% of household income for
self-employed farmers was earned from only 5% of the cultivated land, whereas
95% of the land belonging to cooperatives generated about 35% - 45%. Such was

the scale of inefficiency in the use of agricultural land by cooperatives (Table 2).

Table 2. Comparison between the two forms of ownership in Vietnam agriculture.

Criterion State-owned farms Agricultural cooperatives
. State ownership of all inputs State ownership of Land
Ownership . R K .
(labor, land, capital) Cooperative ownership of capital, labor
Households have use right of 5% of
Use right State use right for all inputs cultivated land;
i u u
& & P 95% of cultivated land depended
cooperative
Output from 95% of lands will be paid
for state taxation, commune and
All outputs submitted to the cooperative expenditures; surplus
Output . .
state output will be divided for total
working days of farmers of the
cooperative
No market price; Government No market price;
Price decided; many kind of inputand ~ Government decided; many kind of input

output prices

and output prices

Output surplus No Have to be sold to the government
No salary for f: ; working d id b
Salary of labor Paid by the state ri:esa ary for farmers; working day paic by
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¢) Product distribution in the socialist economy

All products made by state-owned sectors and state-owned agricultural enter-
prises in particular had to be handed to the state. Agricultural cooperatives had
to pay taxes to the state. They sold the surplus at a price much lower than the
price on the black market.

Due to lack of food, foodstuffs and active market, the government established
a processing unit known as the Food and Foodstuff Department. This unit was
formed to mill paddy, process pork and sell to civil servants according to the av-
erage distribution (13 kg to 17 kg of rice per month and 0.45 to 1 kg of
pork/person per month) (depending on position, occupation of workers, offi-
cials at a low price, usually called the subsidized price). This mechanism was
very inefficient, involving high transportation costs, and extensive corruption.

d) Consequences of economic mechanism with only two forms of ownership
and distribution on average in the North of Vietnam

In this period, Vietnam’s general economy and agriculture moved in opposite
directions. It was a great failure and obstacle for the development of the Viet-
namese economy and agricultural sector. The larger size of the cooperatives and
state-owned farms made them more difficult to manage. The overall cost of
production increased from 27.9% in 1964 to 48.1% in 1975. The efficiency of
farm investment declined from VND3.14 per VND invested in 1966 to just
VND2.08 per VND invested in 1975. The control of district-level mechanization
clearly failed (Dang, 2006).

The undesirable effects and inefficiencies of collective production were evi-
dent in low labor productivity. The productivity of crops and livestock failed to
increase over the period from 1960 to 1975. Previously, in 1959, Vietnam’s rice
yield was the highest in Southeast Asia, but after implementation of the collec-
tive ownership mechanism, rice yield fell to the lowest in Southeast Asia of 1.8
tons/ha (Dang, 2006). The ineffectiveness of the models of collective farm and
state-owned farm was evident also in the change in rice productivity over the
years (Figure 1).

In the period from 1958-1959, the productivity of North Vietnam increased to
over 2.0 million tons per hectare due to the influence of the land reform policy.

The model of the socialist system dominated. The more the cooperative
movement expanded, the lower was the crop yield and food production. In 1975,
the average yield of rice increased for the whole country, largely due to the rice
yield in the south. After 1975, Vietnam applied the economic mechanism of the
north in South Vietnam and Vietnam’s rice and crop productivities continued to
decline as the Vietnamese government applied the collective management mecha-
nism across the whole country. The government accepted only two forms of col-
lective and state-owned producing forms. This mechanism reduced the coun-
try’s rice productivity and crop productivity in the late 1970s (Figure 1).

3) Reunification stage of the country before the renovation (1975-1987)

On April 30, 1975, the Vietnam War ended, and the country was no longer
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divided into two regions. But the opportunities for market economy develop-
ment had been eradicated, and once again there was a failure of the government
resulting from the application of inefficient collective machinery (centralized,
bureaucratic, and subsidized) in the South. After the liberation of the South in
1975, the country had 126,000 cooperatives engaging 65% of farmers. The in-
voluntary participation of agricultural cooperatives resulted in inefficient use of
natural and human resources, with a decisive influence on the social life of peo-
ple in rural areas.

During this time, Vietnam did not accept the private economic sectors and
market economy. If anybody invested and opened private companies, their cap-
ital was nationalised. Establishing private firms was illegal and violated the doc-
trine of socialism. This strategy created not only serious inefficiencies in the use
of human and natural resource but also a serious shortfall in material goods for
social needs.

The consequence of the collective, state-owned mechanism was that all the
objectives of the second Five-Year Plan (1976-1980) set out by the Fourth Party
Congress were not met. The Fourth Party Congress set a GDP growth rate of
13% - 14%, but in reality it was only 3.6%. Industrial growth was 0.6%/year and
agriculture growth was only 1.9%. There was also a bad trade deficit (Le Mau,
2000). Rice production was only 13.4 million tons per year compared with the
target of 21 million tons per year. Annually, Vietnam had to receive 1.6 million
tons of food aid or imports. People in rural areas were greatly dissatisfied with

productive performance and widespread hunger.

3.2. Vietnam Agriculture in the Period 1988-2017

As already mentioned, after the end of the war with the United States, Vietnam
reunited the country and brought the whole country under the same socialist
economic mechanism as northern Vietnam. This was a mistake, as the develop-
ing market economy in the South had to follow the economically inefficient col-
lective economy of the North. The Vietnamese economy had almost no growth
from 1975 to 1988. The country suffered from a severe shortage of government
funds. Besides the collapse of the socialist system, there was no longer support

for the Vietnamese economy by socialist countries.

3.2.1. Situation of Resolution 10 Issued, “Contract 10”
After the unification of the country, for 13 years food production did not in-
crease, and Vietnam continued to receive aid from socialist countries amounting
to about 1.6 million tons of food each year. Although, a number of government
policies addressed the shortcomings of management, production, and distribu-
tion of products, there were only two models of production. There was a lack of
food, leaving people feeling discontented, with many leaving the country and
migrating abroad as refugees.

In the late 1980s, aid was cut off from the major socialist countries. At the

same time, in the rural area, only 5% of the agricultural land was freely allocated
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and used by farmers, but this land was so efficiently used that it was possible to
increase agricultural income from 60% to 65% of total household income. Many
provinces such as Vinh Phuc, Hai Phong, and Hai Duong implemented “illegal
contract farming” for farmers. This process was conducted in secret, and rice
yields increased dramatically. If the central government found out that this was
happening, Communist Party leaders and provincial governors would be disci-
plined, and people’s entire investment capital would be socialized.

The Sixth National Congress of the Communist Party of 1986 stated that cen-
tralized management, with only two ownership rights, does not create incentives
for growth, weaken the economy, inhibit production, decreasing productivity,
low product quality (The Sixth National Congress, 1986). The Congress no
longer focused on investing but paid attention to the transformation of a social-
ist economic mechanism to a market mechanism. In the Congress, the Party and
the Government of Vietnam formally accepted the existence and role of a mul-
ti-sectoral economic structure. On April 5, 1988, Resolution No. 10-NQ/TW of
the Politburo (Session VI) on Renovation of Agricultural Economy Management
was passed. Resolution 10 had a breakthrough effect, directly creating a leap in

agricultural and rural development in Vietnam.

3.2.2. The Basic Provisions of Resolution 10

Resolution No. 10-NQ/TW of the Politburo (Session VI) had the following main
components: Firstly, permitting land allocation for stable farm households up to
15 years; Secondly, production inputs were allocated to farmers individually;
Thirdly, farmers were free to decide on cultivating their land; Fourthly, the co-
operative was no longer the one who decided what to produce, how to produce,
where to distribute; and cooperatives were put in charge of production or con-
sumption of inputs and outputs. Resolution 10 created a fundamental change in
the transfer of ownership from agricultural cooperatives in the collective sector
to farmer households; Fifthly, outputs from production of households after pay-
ing taxes to the state, paying for services for cooperatives, products from pro-
duction could be freely traded by farmers in the market; Sixthly, the exchange
inputs and outputs between farmer households and service cooperatives, with
other economic organization were based on the market mechanism. This mech-
anism introduced obligations and benefits to farmers. Farmers became inde-
pendent decision-making enterprises in a market economy; the state coopera-
tives no longer intervened or controlled the production and distribution deci-
sions of farmers. In addition, the government stopped consuming surplus food
at a low price, implementing a one-price mechanism that has been a powerful
motivator for producers to maximize profits.

Resolution 10 also introduced basic changes in the state-owned sector, espe-
cially in state-owned agricultural and forestry farms. The state abolished the
pre-existing subsidy regime, renewed the management structure and allocated
land to workers’ families. The surplus land of state-owned farms was allocated to

local authorities for the government to allocate to farmers under Resolution 10.
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3.2.3. Rice, Food Productions of Vietnam before and after the
Resolution 10

Although implemented in 1988, Resolution 10 became very effective two years
after the Government of Vietnam synchronized monetary policy, fiscal policy,
removal policy, open market operations, and reform policies for state enterpris-
es.

In combination with a number of other policies that “untied” the market,
Resolution 10 helped to liberalize and promote the capacities of households and
private sector. As a result, the country’s annual food output leapt from 16 mil-
lion (in 1987) to 19.4 million tons (in 1990), and the average food consumption
per capita reached over 300 kg/person/year. By 1990, Vietnam had transformed
itself from being an importer of more than 1 million tons of food per year to an

exporter of 1.4 million tons of rice (Figure 2).

3.2.4. Main Achievements of Vietnam’s Agriculture before and after
Renovation

1) Rice, Food and Pig Production in Vietnam from 1985 to 2017

The yield of paddy increased from 2.77 tons per hectare (1985) to 5.55 tons
per hectare (2017), twice as much as in the years when Vietnam implemented
the centralized bureaucratic mechanism. In addition to the rapid increase in
crop productivity, Vietnam’s annual rice production and food production in-
creased from 16.4 million tons (1985) to 50.4 million tons (2015), a threefold in-
crease, with an average of one million tons of food per year (Table 3).

2) Export of agricultural, forestry and fishery products of Vietnam in 2017

The total export value of agriculture, forestry, and fishery commodities in
2017 reached USD 36.37 billion, an increase of 13% compared with 2016. The
export value of principal agricultural products was USD 18.96 billion or 15.7%
higher over the same period, while the value of seafood exports was USD 8.32
billion, an increase of 18%; The export value of main forest products was USD
7.97 billion, up 9.2%, and in 2017 the agricultural export surplus was USD 8.55
billion (Nguyen, 2017) (Table 4).

Table 3. Rice, food, and pig production of Viet Nam in 1985-2017.

Year Rice productivity Rice production Food production Food Pig production
(tons/ha) (1000 tons) (1000 tons)  (kg/person/ year) (1000 tons)
1985 2.77 15,859.0 16,446.3 274.7 No information
1990 3.11 19,225.1 19,897.7 301.4 No information
1995 3.77 24,963.7 26,142.5 363.1 No information
2000 4.29 32,529.5 34,538.9 444.9 1418.1
2005 4.89 35,832.9 39,621.6 480.9 2288.3
2010 5.54 40,005.6 44,632.2 513.4 3036.4
2015 5.60 45,105.5 50,394.3 549.5 3491.6
2016 5.55 43,609.5 48,838.9 526.9 3664.6
2017 5.55 42,839.0 47,974.5 517.6 3700.0

Source: Vietnam Annual Statisitics Yearbooks (1985-2017).
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Table 4. Export value of agricultural, forestry and fishery products of Vietnam in 2017.

Year Comparison
Criteria 2016 2017 2017/2016
Bil. USD Bil. USD %
Total export value of agriculture,
32.18 36.70 +14.05
forestry and fishery

Agricultural products 16.34 18.96 +15.70
Fishery products 7.05 8.32 +18.00

Forest products 7.31 7.97 +9.20

Other agricultural products 1.47 1.45 -1.52

Source: Ministry of Agriculture and Rural Development, 2018.

Rice and food production before and after Revolution 10 of Vietnam

|

(1000 tons) \

\
\

Food

production Production

(1000 tons) \

Rice

0.00

5,000.00
10,000.00 15,000.00

20,000.00

=1990 = 1985

Figure 2. Comparison of rice yield and food production in Vietnam before and
after giving land use rights to farmers. Assigning land use rights to farmers.

3) Vietnani's agricultural contribution in the economy

The economic structure of Vietnam has changed positively in recent years.
The contribution of the agricultural sector has declined from 40% in 1990 to
15.3% in 2017 due to rapid expansion of other sectors (Figure 3).

The share of agricultural labour as a proportion of total employment has fall-
en from 95% to 48% in 2017. The quality and productivity of labor in Vietnam
are both low, and these are challenges for the Vietnamese economy and agricul-

ture sector in the coming years (Figure 4).

3.2.5. The Development Objective of Vietnam’s Agricultural Sector by
2020, with a Vision to 2030

Based on the potential and growth rate of the agriculture, forestry and fishery
sectors of Vietnam, the Government of Vietnam has developed a plan and strat-
egy for agricultural development for the period from 2011 to 2020, as well as a
vision to the year 2030. The target for GDP growth is 3% - 4% per year, and for
the value of production of agriculture, forestry and fishery, it is more than 4%.
Forest cover should expand from 38% of land area currently to 45% by 2020,
while the targets for export turnover are USD 40 billion by 2020, and USD 60
billion by 2030 (Table 5).
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The contribution of agriculture to GDP in Vietnam
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H Agriculture ® Industry " Trade & service

Figure 3. Vietnam’s GDP structure from 1990 to 2017.

Labor in three main sectors, 2017

= Agriculture
® |ndustry
= Trade & Service

Figure 4. Labor structure of Vietnamese industries in 2017.

Table 5. Vietnam’s agricultural sector by 2020, with a vision to 2030.

Target The period 2011-2020 Vision 2030
GDP growth 3.5% - 4% 3% - 3.2%
The production value of agriculture,
- 4.3% - 4.7%/year 4% - 4.3%/year
forestry, and fisheries
Forest cover 44% - 45% in 2020
Export turnover USD 40 billion USD 60 billion

Source: Decision No 124/QD-TTg dated February 2, 2012.

3.2.6. Agricultural Challenges Vietnam Has to Face in the Coming Years
Vietnam’s agriculture has seen significant growth following the Revolution 10
and broader acceptance of a market-based multi-sector economy. Over 20 years,
the productivity of rice, food and pigs has tripled. However, Vietnam’s agricul-
ture still faces many difficulties and challenges in the coming years as follows:

Firstly, global climate change has had many negative impacts on traditional
agriculture, especially with Vietnam being one of the ten most severely affected
countries by sea level rise.

Secondly, Vietnam has joined common markets such as South East Asia and
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CPTPP and organizations such as the WTO and AFTA that will lead to high lev-
els of competitiveness in labor, capital and product markets.

Thirdly, “Revolution 10” has “untied” the farmers, motivated them and pro-
moted them to be decision makers. “Revolution 10” has brought a great leap in
rice and food production, but the main limitation of “Revolution 10” is that it
has resulted in fragmentation of the land, and many small plots of land creates
serious diseconomies of scale. The fragmentation of land has not encouraged the
application of modern technologies in the field. As a result, agricultural labor
productivity is low.

Fourthly, land prices have not followed market prices. Problems of ownership
and property rights have affected capital markets for farmers, especially if they
seek mortgage loans.

Fifthly, there has been rapid development of industrial zones, supported by
foreign investment. This is attracting strong, young labors from the agricultural
sector and rural area. Therefore, rural areas and agriculture are left with old and

weak laborers, in many cases, leading to abandoned agricultural lands.

4. Conclusion

The economic development of the socialist system in northern Vietnam lasted
from the declaration of independence (1945) to the end of the Vietnam War
(1975). After the unification of the country, the whole country developed under
the socialist system. In this period, only two forms of production organization,
namely state and collective sectors, were accepted, whilst private sector as well as
market economy mechanism was unaccepted. Therefore, most resources from the
private sector were not used and promoted; and the efficiencies and advantages of
the market mechanism in resource allocation were also not promoted. The so-
cialist system in the north (1945-1975) and the whole country (1975-1988) did
not make either the economy or the agricultural sector successful. During those
years, Vietnam lacked about 2 million tons of food annually.

Partial reforms resulted in improved economic performance, but only after
the “Doi Moi” reforms (in 1986)—with an introduction of a market-based sys-
tem economy-wide, had agricultural production increased significantly. The leap
in the field of agriculture was witnessed after the implementation of the Resolu-
tion No. 10-NQ/TW of the Politburo. One year after the implementation of Res-
olution 10, from a food importing country, Vietnam became a food exporting
country with nearly 2 million tons of food per year. Combining with the opening
of the economy and the acceptance of the market economy mechanism, over a
30-year period (from 1988 to 2017), Vietnam’s food production increased more
than 3 times (from 16 million tons in 1985 to 48 million tons in 2017). The con-
tents and ideas of the Resolution 10 are also spreading to other sectors of the
economy not just agriculture. Vietnam’s GDP has grown at an average of 6% in
recent years.

The process of reform is continuing, and Vietnam’s agriculture still faces
many challenges. Since Vietnam joined the WTO, CPTPP and the Southeast
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Asian Market, there is now greater competition faced by Vietnamese industries
and products. In addition, the impacts of climate change are another challenge
to the country. Vietnam is among the 10 most seriously threatened countries,
especially in terms of sea level rise. There is still low labour productivity and
fragmented land resources across the country, while the market mechanism is
not yet fully developed. These problems require further studies to propose ad-

vanced policies to overcome the difficulties facing Vietnam’s agriculture.
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