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Executive Summary 

  
 
During the last two decades, under the implementation of economic structural 

adjustment, agriculture of Viet Nam has been diversely developed with regard to production for 
both domestic consumption and export. Implementing the renovation policy shifting from a 
subsidized, bureaucratic, centrally planned production to market-orientated commodity 
production with the development of many economic sectors under the management of the State 
has paved the way for the expansion of trade. 
 The main exportable crops of Viet Nam have grown both in quantity and export value. 
They have contributed considerably to Viet Nam’s economic development. Viet Nam has 
emerged in the world market as one of the main exporters of rice. Besides rice, there is also 
high potential for developing various exportable upland and root crops such as coffee, tea, 
rubber, groundnut and so on. The ongoing momentum of internal and external trade 
liberalization and the expansion of national, regional and international markets have notably 
impacted on agriculture in Viet Nam. Deeply concerned about this matter, the Government of 
Viet Nam, therefore, has launched a series of economic and institutional reforms encouraging 
farmers and agents to promote their agricultural activities and creating possibilities for market 
expansion. 
 During implementation of the renovation policy, Viet Nam has devised numerous 
policies in order to guide the economy such as the promulgation of the foreign investment law, 
the development of different economic sectors enjoying equality before the law and the import-
export tax policy and at the same time Viet Nam has conducted administrative reform, re-
organizing the system of trade, customs, quarantine control, etc. 
 To meet rapidly increasing demand Viet Nam has invested in the expansion and 
upgrading of infrastructure such as communication roads, the system of ports, railway stations, 
airports, the building of power plants, oil refinery facilities, and irrigation and 
telecommunication systems. This has created favourable conditions for the circulation of 
commodities nation-wide and the expansion of exports. However, infrastructure, especially the 
transport system, is still very backward and weak. 
 The effect of trade liberalization at the national level in this study is based on different 
methods including econometric estimation of supply and demand behavior parameters and 
partial equilibrium modeling of Viet Nam’s agricultural trade with special focus on four major 
exportable crops: rice, coffee, tea and groundnut. Together, these sub-sectors contributed 70% 
of total sown area and 66% of agricultural exports during the last decade. 
 The model analyzes two trade policy options to examine the effects of trade 
liberalization at the national level on the production, marketing and demand of the selected 
commodities. In the first policy option, all export quota and other trade restrictions are assumed 
to be totally removed. Apart from the elimination of all trade restrictions, the second policy 
option also includes the assumption of an increase of 7% in the world prices for exports of the 
four crops in Viet Nam. According to the analysis results of various simulations, some 
preliminary conclusions could be formed: if Viet Nam removes all her export restrictions the 
country’s overall agricultural export is likely to increase by nearly 26%, and in addition to this, 
if the WTO agreement on agriculture is fulfilled bringing about a 7% increase in the world 
prices for Viet Nam’s agricultural export commodities, Viet Nam’s agricultural export earnings 
might increase by more than 40%. In short, the analysis shows that the effect of national and 
global trade liberalization seems to be great for Viet Nam’s agricultural sector. However, many 
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difficulties and challenges emerging from world competition and the risk of economic 
instability caused by world trade fluctuation should be further considered. 
 The impact of trade liberalization on agriculture at the farm level was also studied by 
using the partial budget approach. The cost and returns for the selected crops in specified 
locations were computed based on data drawn from the Institute of Agricultural Economics’ 
commodity-specific study. For the scenario with full trade liberalization, only prices for outputs 
of the four selected crops were assumed to be changed. The result of partial budget analysis 
with and without trade liberalization demonstrated some very impressive potential impacts of 
free trade at the farm level. If there were totally free trade, net return per hectare in the case of 
rice in the Mekong River Delta, coffee in Dak Lak province, tea in Thai Nguyen province and 
groundnut in Nghe An province would increase by 1.4, 8.7, 9.3 and 1.4 million VND. 
 The study of the impact of trade liberalization on agriculture, both at national and at 
farm levels, is based on a limited amount of data and resources. Therefore, the findings of this 
study need to be further investigated. The analysis, however, could contribute to the 
clarification of the effects of trade liberalization on agriculture in Viet Nam. 
 Due to the influence of trade expansion, the production of agricultural commodities of 
farmer households has increasingly developed. The lives of farmer households has increasingly 
developed. The lives of farmer households in zones producing export commodities, such as rice 
in the Mekong river delta and coffee in Tay Nguyen, have clearly improved compared to the 
period before implementing the expansion of trade and zones, which are still undertaking self-
sufficient production. 
 Besides the positive impacts of expansion of trade on agriculturally production, there are 
also numerous restrictions: administrative procedures have not been improved thoroughly and 
their implementation has been delayed. The relationship between farmer households and 
organizations dealing with processing and export has been loose, with no firm contracts. The 
producers have not been sponsored, so when market prices go down below the production cost, 
they suffered losses. 
 Being aware of the important role of the expansion of trade in boosting agricultural 
production, the Government of Viet Nam has devised a strategy and measures for the year 2010 
aimed at bringing into full play the competitive advantage of agricultural commodities such as 
rice, coffee, rubber, cashew nuts, pepper, sugarcane, sugar, fruits, vegetables, and meats. 

In short, the benefit of free international trade has been proved in this study with its 
findings that appear to be very convincing for Viet Nam. However, the implementation of 
binding commitments under the WTO and AFTA agreements on agriculture is hardly easy in 
real life. Acceding to the regional and world trade organizations, Viet Nam may still have 
various problems and challenges of its own, which need extra precautions and further 
comprehensive studies. The following are recommendations to increase agricultural production 
and exportation further: 

• Price stability and food security for its low-income population may become great 
concerns of Vietnamese policy-makers, when the country liberalizes its foreign trade in 
the agricultural sector. There is a need to further accelerate agricultural diversification, 
income-generation and poverty alleviation programs in rural and marginal areas. 

• In order to ensure smooth flow of agricultural products from production to exportation, 
a well-developed organization system, operation mechanism and infrastructural 
conditions are necessary for Viet Nam.    

• As a country of high potential for export of agricultural products, Viet Nam needs to 
further improve its competitiveness in international agricultural markets through 
expanded programs for enhancing product quality, upgrading its physical infrastructure, 
strengthening the banking system, reforming the inefficient state enterprise sector and 
creating more access for the private sector to domestic and foreign trade.    



 xix

• For better marketing and exportation, investment for processing, preserving, packaging 
and wrapping technologies is necessary. 

• For adjustment to trade liberalization, it is necessary to reform administrative 
procedures, to plan specialized agricultural zones and to ameliorate laws and policies.  

• For Viet Nam, the shift to tariffication from non-tariff border measures and removal of 
import licensing procedures may result in lack of effective protection in agriculture; the 
current tariff level in agricultural commodities is not high compared to that of other 
countries. However the application of the so-called minimum-buying price list in 
calculating import tax tends to increase the protection level of the current tariff system. 
Thus, removing this minimum-buying price list when joining regional and world trade 
communities may weaken the protection level of Viet Nam’s agricultural production 
compared to that of other member countries. 

• Establishing really fair trade with other countries of the regional and international 
communities under the general agreed system of binding trade protection measures is 
not easy for Viet Nam, since it lacks sufficient experience and capacity in these areas. 
Thus, efforts must be made to improve the technical and managerial capacity of 
government officers working in related fields. 

• Positive measures have been devised to implement AFTA and APEC for integrating 
into regional and world markets and at the same time preparing for admission to the 
WTO. 
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