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Foreword

Viet Nam is in the process of integration into the regional and global economy, especially negotiation to join the World Trade Organization (WTO). On the one hand, this has potential of bringing economic growth and new export markets, on the other hand, it places many challenges, especially for rural development and poverty reduction. The  (potential) benefits of this integration process are usually distributed unequally, and the most disadvantaged groups are often the ones who suffer distresses brought by this process.

In an attempt to reduce negatives impacts of economic integration on these disadvantaged groups, we conducted a study on ‘Economic integration and maize – based livelihoods of poor Vietnamese’. The rationale behind our selection of maize as the commodity for study is that maize is the second most important food crop in Viet Nam, and it plays a crucial role in the livelihoods of poor people, especially poor ethnic minorities in mountainous areas.

This discussion paper on ‘Economic integration and maize-based livelihoods of poor Vietnamese’ is based on research that was jointly conducted by the Planning Department (Ministry of Agriculture and Rural Development), the Viet Nam Institute of Economics (Viet Nam Academy of Social Sciences), the Agrarian Systems Department (Viet Nam Agricultural Science Institute), the Farmers’ Union, and the Oxfams in Viet Nam. 

The discussion paper provides detailed analysis and recommendations for policy discussion and policy formulation in the context of economic integration, in order to strengthen rural poverty reduction and sustainable development in Viet Nam. More generally, the different research components should contribute to a more evidence-based policy making process, including public discussion on critical choices in international and national trade policies, the use of market based instruments for supporting sustainable livelihoods of the poorest rural Vietnamese, and poverty-targeting.  

The research focused on the question: ‘What are the impacts of economic integration into global markets over the past 5 years on maize-based livelihoods of poor men and women, especially ethnic minorities (men, women), and what are the likely impacts in the coming 5 years of further economic integration’? 

We would like to thank all who have contributed to the research, from the Planning Department (Ministry of Agriculture and Rural Development), the Viet Nam Institute of Economics, Agrarian Systems Department (Viet Nam Agricultural Science Institute), and the Viet Nam Farmers’ Union. Our special thanks go to Hoang Xuan Thanh – Team Leader and Koos Neefjes for his valuable technical assistance. We would also like to thank the people in Dak Lak, Nghe An, Son La and Lao Cai provinces who made their time available during the field research.

	Pham Thi Tuoc

Deputy Director, Planning Department

Ministry of Agriculture and Rural Development
	Steve Price Thomas

On behalf of Oxfams in Viet Nam
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Summary

Introduction

1. This discussion paper on maize-based livelihoods of poor Vietnamese farmers is presented for broad public debate in Viet Nam and elsewhere on trade deregulation, especially in the context of Viet Nam’s ambition to become a WTO member. It is based on survey data from four provinces; analysis of national data sets on household expenditure of 1993, 1998 and 2002; and analysis of secondary sources.

2. The paper focuses on trade deregulation in terms of import quota, tariffs and other trade regulation regarding maize and fertilisers. It uses the sustainable livelihoods framework to analyse the complexity of farmers’ decisions, and especially to explore the links between maize and pig farming, including the use of maize in industrially processed animal feed.

Context

3. Viet Nam has strongly deregulated its export and import of maize. The general tariff is 7.5% since 1999. Since then any business can import or export maize, animal feed, and other materials for animal feed. For imports from ASEAN countries the maize tariff is 5% since 1 January 2004, and this is also Viet Nam’s offer in the WTO accession negotiations. The tariff will be eliminated under AFTA/CEPT in 2006, and perhaps at a later date under the WTO.

4. Viet Nam exported some maize through the 1980s and 1990s, with a peak in 1996, and became a net importer in 1998. Since that time domestic and world market prices correlate very closely. The import peak was in 2002, with 300,000 ton, mainly from China. 

5. In 2003 the Government introduced a Tariff Rate Quota (TRQ) system for maize imports with an over-quota tariff of 10%. However, this TRQ has never been applied and was removed in April 2005, which is a demand of several WTO members for WTO accession.

6. Fertilisers account for 0% to 80% of total maize production costs, depending on farmers. Tariffs are frequently adjusted, but are low. To off-set the effects of increased oil prices, in early 2001 the import tax on NPK was reduced from 5% to 3% and on super phosphate from 10% to 5%. This tariff is not expected to change under the AFTA/CEPT trade agreement.

7. Seeds account for a small percentage of investment costs, also for commercial maize growers. Hybrid seeds for poor farmers are often subsidised. The tariff on seeds is zero.

8. The domestic maize price has been favourable to maize growers throughout the 1990s. This is a key explanation for doubling of the cultivated area and a significant productivity increase, but average productivity is still low by international comparison. 

9. Domestic demand has started to outstrip supply, especially demand for maize as input into livestock feed. Human consumption of maize remains very common amongst some ethnic minority groups, and is mainly from traditional varieties, grown on-farm. Maize for markets is mainly from hybrid varieties. Some hybrids and especially traditional varieties are used for niche markets (fresh cobs for street selling; wine making).

10. The domestic maize market integration is good, because of improvements in transport infrastructure and removal of long-distance transport restrictions. Even many of the remotest upland maize growers have started to participate in the maize markets, but they still suffer geographic disadvantages. 

11. The marketing chain is dominated by private entrepreneurs, from local assemblers to transporters and large traders, and animal feed processing plants. Many of the smaller plants are inefficient SOEs, the main larger ones are foreign invested private companies.

12. The maize price is currently edging upwards, and the world market outlook for the coming 3-4 years is a gradual increase, because China’s (subsidised) export is set to reduce and perhaps revert to import. Growing economies such as Viet Nam are expected to increase their import of maize, i.e. they pose a further upward pressure on price. 

13. The agricultural subsidies in the USA are a strongly downward pressure on the world market price and constitute a strongly un-level ‘playing field’ for farmers. USA support measures include an estimated US$27 per ton of maize in domestic payments to maize producers. Total USA support to maize amounts to 20-30 % of the market price, depending on the actual level at a certain time. These support measures are unlikely to rise.

14. The world market price developments of maize in 4-5 years and beyond are impossible to predict because they are determined by many factors. Maize prices could become much higher or lower than they currently are. 

Findings and conclusions

15. Maize growers are much poorer than other Vietnamese. In 2002 over half of all 4.5 million maize growing households were poor by international standards, against about 29% of all Vietnamese households. There were another 400,000 ‘near-poor’ maize growing households with an income of less than 1.1 times the poverty line. Upland ethnic minorities are dis-proportionally represented amongst maize growers, and the poorer maize growers.

16. Of all maize growers about 1.8 million households are strongly dependent on maize for their income and food. They are concentrated in some mountainous provinces.

17. More than 80% of maize growers raise at least 1 pig. They are on average less poor than maize growers with no pigs. Specialised maize growers use a low percentage of maize for on-farm livestock. Only a small group of better-off ethnic minority farmers in uplands raise pigs at a larger scale and use some industrial animal feed – the latter is common in the lowlands.

18. Maize growers have come out of poverty at a rate similar to the rest of the Vietnamese because maize prices have been relatively good for some time. Increased productivity was also a result of promotion of hybrid varieties, and availability of affordable fertiliser. There was little impact on maize farmers’ income and poverty of past maize trade regulation. However, domestic and world market price correlate closely since 1998, and ‘support measures’ in exporting countries were a drag on the domestic price.

19. Further reduction of tariffs to 5% or 0% and elimination of quantitative import or export restrictions will have limited effect on overall poverty levels. If there would also be other causes for a downward trend in the domestic maize price, the tariff reductions would cause increased poverty amongst maize growers. And even if world market maize prices rise or stay high, tariff reduction is a loss in income of Vietnamese maize growers.

20. There are increasing vulnerabilities for price fluctuations because of increasing maize imports whilst high levels of subsidies in exporting countries remain; expensive urea fertiliser as a result of high oil prices; improving import and transport efficiencies in Viet Nam so that exposure to the world market increases; and uncertainties in the US$-VND exchange rate. 

21. The poor and the near-poor maize growers in uplands are highly vulnerable to environmental shocks, since much of the current maize production is depleting soils and causing soil erosion. Increased risks of drought are associated with global Climate Change.

22. The past price of maize was good and benefited all maize growers. However the poorer maize growers who commercialise a small percentage of their maize suffer from worse terms of trade compared to the better off, and women’s workload has risen more than that of men with maize expansion and intensification.

23. There will be no or very few gains from cheaper maize for pig raisers, or from a tariff-drag on a rising maize price. The animal feed price is unlikely to be affected by reduced maize tariffs. Importantly, the 2.65 million poor and near-poor maize growing households keep relatively few pigs, do not use much industrial animal feed, and with low and fluctuating pig-meat prices will not increase their income share from pig keeping. Any gain from lower maize tariffs is expected to be taken as (small) profit by the animal feed industry.

24. Maize has contributed to poverty reduction in the uplands in the past years, but more is needed. Maize expanded because of a good price, and because of a lack of alternative farm and non-farm income opportunities. Employment generation from maize growing has been limited despite what is widely considered a good price. Income may meet basic needs but does not translate into substantial private or collective investment in human or social capital, natural assets, or physical assets. Many social and environmental ‘externalities’ are not reflected in the production costs. Maize tariff reduction, no matter how small, limits the capacities of maize growers to generate investments for improved efficiency in maize production and alternative livelihood opportunities. This makes the massive ‘support measures’ for the maize sector in exporting countries seem even more unfair. 

Recommendations

25. We propose the following policy aims in support of Vietnamese maize growers. 

(a) Enhance the contribution of maize to staple food security, particularly as a home-grown food crop of specific groups of households in ‘especially difficult’ localities, in environmentally sustainable ways. 

(b) Enhance productivity of market-oriented maize growing in specialised areas, in environmentally sustainable ways. Profitability needs to remain comparatively high in order to enhance investment in land, and human and other assets.

(c) Enhance maize growing and marketing for niche markets, including urban markets for fresh, sweet maize, and also for (artisanal, local) wine production.

(d) Enhance livelihood diversification opportunities, especially by improving cattle and pig-raising conditions for small-scale farmers.

26. Several developing country members of the WTO, and Oxfam and other organisations are calling for a new Agreement on Agriculture, which would, (a) allow developing countries to cut tariffs in a way that does not undermine their development strategies; (b) define a category of ‘special products’ that are exempt from tariff reduction, notably food security crops; and (c) provide for a ‘special safeguard mechanism’ for poor countries to increase tariffs temporarily in the face of fluctuating import prices or volumes (TRQs).

27. We make the following three trade policy recommendations to Viet Nam.

(a) Withdraw the offer of tariff reduction on maize grains, and consider increasing the maize tariff. This would be fair and justified from a poverty reduction perspective, because subsidies in exporting countries distort the world market price with 20-30% and the majority of Vietnamese maize growers on this  ‘un-level playing field’ are poor or near-poor.

(b) Re-install the TRQ on maize grains. This would be used only with market (import volume, price) shocks (which can be quantified), and for a limited period of time.

(c) If maize grain tariff reduction and TRQ must be phased out, do that no sooner than  2015-2020, which is about the period within which today’s children can get a full education and be fully prepared for alternative livelihoods, and a crop insurance system plus other social security measures can be adequately developed.

28. Proposals (a) and (b) are widely seen as unrealistic in the ongoing negotiation process, but they follow logically from the data and analysis.  However, a large number of the poorest Vietnamese will pay a (small) price for WTO accession whilst the principle benefits of that go to non-poor Vietnamese and foreign maize growers and traders: compensation needs to be found. Proposal (c) would ease the pain, and yet may also be unrealistic at this stage.

29. Other support measures generally fall in the WTO’s ‘Green Box’, and help improve production, processing and marketing. The following are livelihood support measures which are not specific to trade deregulation but mitigate (potential) negative effects. Most of them already exist but should be reinforced and better targeted:

(a) Support community-based (farmer groups’) initiatives for better market access. 

(b) Set up wholesale auctions for agricultural products in the main maize producing areas.

(c) Improve transport conditions further, especially for remote villages, for example with ‘production roads’ to maize fields in specialized areas, as in Son La province.

(d) Improve the pre-processing and storage capacity of maize farmers (-groups). 

(e) Provide better information on prices, seasonal production and stocks, and promote off season maize production.

(f) Develop niche products for niche markets through extension and other measures, for example support to post-harvest technologies and contract farming arrangements, with farmer groups playing a key role.

(g) Do research and extension that recognizes the influence of environmental, technical, social and economic factors, within an integrated ‘farming systems approach’, to raise maize productivity, reduce production costs, and to reduce risks. Promote diversification of crops; alternative productive and environmentally sustainable cropping patterns; mulch and creepers to protect soils; the use of manure and bio-fertilizers; and more generally the adoption and adaptation of ‘models’ of sustainable upland farming. Follow a participatory approach and make positive efforts to reach ethnic minorities and include women. 

(h) Public plant breeding organisations should focus their resources on developing a wide range of varieties suitable for upland ecological areas, respond to the need for food and income security of poor farmers, and help select and improve local varieties. Research, development and promotion of high yielding varieties for better off commercial farmers should largely be left to the private sector. 

(i) Most fertiliser (-transport) subsidies and product (-transport) subsidies should be phased out, as is happening. However, some subsidies on seeds and fertilisers are important for some time to come, in order to improve productivity, food security and income of the poorest ethnic minority maize growers in uplands, provided they are well targeted and (seed) quality is guaranteed.

(j) Veterinary services for cattle and pigs, and plant protection services (focused on maize) should improve, especially in upland and poor communities. 

(k) Credit and Savings groups of farmers, women and youth should be encouraged further. In order to be fully successful adult literacy and numeracy in ethnic minority communities must be addressed. Subsidised interest rates on credit should go hand in hand with promotion of sustainable agricultural technology.

(l) Terrace making in upland areas and also small scale irrigation can make maize production more sustainable, and help develop local agricultural production and diversification potential. Economic feasibility and social impacts need to be carefully assessed, and more capital and improved implementation are required. This infrastructure should be developed in participatory ways.

(m) Local authorities should carefully appraise investment in animal feed processing projects, and not necessarily establish state-owned animal feed processing enterprises because of expected inefficiencies.

1. Introduction 

This introductory chapter gives the purpose of the paper, a conceptual framework, and an overview of the main sources of the paper.

1.1 Purpose of the paper

The main purpose of this paper is to encourage discussion on the effects of trade deregulation and economic integration on the lives and livelihoods of poor Vietnamese. We hope to encourage discussion between Vietnamese policy makers, civil servants, and researchers who support policy analysis and policy formulation processes. We also hope to engage Vietnamese and international NGOs, donor agencies, and trade experts the world over.

We expect that well informed public debate will improve policy decisions and strengthen learning on the importance of international and national trade policies as they impinge on poverty reduction, or not (tariffs, regulations, investments in trade infrastructure); the use of market based instruments for supporting the livelihoods of the poorest rural Vietnamese (tax, subsidies); and support policies and programs that are poverty-targeted and enhance the sustainability of livelihoods, for example through agricultural research and extension. 


[image: image4]
This discussion paper is based on in-depth research on maize based livelihoods, with a secondary focus on pig farming. This is reported in separate papers (see section 1.3), with the collective research purpose and main research question that are given in the box. This paper summarises the main findings of those papers, as per the research question. This paper also reflects the main recommendations that are prompted by the combined research efforts. We used additional literature and discussions between experts to develop the recommendations further.

1.2 Conceptual framework 

The ‘maize-based livelihoods of poor men and women’ are closely intertwined with household food security; local staple food markets; livestock keeping and meat markets; markets for livestock feed (maize is raw material for the livestock feed industry); and markets of inputs into maize production. To understand the broad impacts of trade policy on ‘maize-based livelihoods of poor men and women’, including the poverty reduction potential of those livelihoods and wider livelihood opportunities of poor people, we used what is known as the ‘Sustainable Livelihoods Framework’ (SLF)
 and developed the framework given below.

The framework shows flows of goods (maize, pigs, inputs); key policies; key actors (producers and traders); and relationships between local, national and international levels. It also indicates the importance of tariffs and other policies on inputs into maize production (fertilizers, seeds) and production (including various subsidies, research and extension). 
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The livelihood opportunities of farmers are strongly influenced by the market mechanisms and policies shown in this framework. These relationships, flows of goods, and policies are central to the analysis presented in this paper. 

However, under ‘livelihood systems and opportunities’ in the above framework there are some aspects not mentioned above, but conceptualised in some detail in the SLF and we will touch upon them occasionally. This concerns the wider set of assets on which livelihoods depend (financial, natural, physical, human and social); other policies that affect maize based livelihoods (e.g. land policies); and alternative livelihood strategies (i.e. non-maize based livelihood strategies, including migration of household members). 

Furthermore, the SLF shows the need to remain focused on livelihood outcomes, which are the main goals of local farmers and of the overall development strategy of Viet Nam: increase income and reduce poverty; improve social equality; reduce vulnerability; and enhance sustainability of environments. 

The above analytical framework and the SLF prompt the following main points for analysis.

(1) Changes in income and poverty of people with maize based livelihoods, their communities and the country, as a result of multiple changes that are summed up by ‘economic integration’, i.e. reduction of tariffs and other import restrictions.

(2) Links between different livelihood strategies, especially the links between maize and pig production, at household, community and national level. This touches upon potential trade-offs in supporting one over the other: ‘are high tariffs on maize and benefits to maize growers preferable for poverty reduction, or low tariffs with benefits to pig raisers?’ 

(3) Changes in vulnerabilities of the poor and the near-poor regarding food production, food supply, and income, which is related to price-shocks in maize, maize-inputs, livestock feed and pig-meat markets; and also related to changes in risks of environmental shocks (notably land degradation that depends on cultivation techniques). 

(4) Changes in rural social equality (intra-household, intra-community, and between regions of the country) as a result of changes in maize-related market conditions, i.e. equality between women and men and ethnic groups, in terms of income, vulnerability, and labour demand for food security and family income.

(5) Changes in livelihood opportunities including alternative crops or farming systems, alternative jobs such as petty trade and services (locally) as a result of market conditions and also support policies that are not specifically about trade and markets, or just about maize, but that do indirectly affect trade, production, and (labour) migration, and thus livelihoods. This part of the discussion leads to conclusions and recommendations about how to mitigate negative impacts of maize-related trade liberalisation. 

(6) Specific policies and strategies at the national and provincial level that influence market conditions, people’s livelihood-strategies and the assets that they need and use. Policies about tariffs, land, tax, subsidy, extension and (capital, infrastructure) investment affect people’s production and investment capacities, and prices. Some policies create opportunities for raising income and future income, and policies may influence the availability and the quality of means of production (including land quality and credit availability). 

Chapter 2 gives a general overview of maize production, prices and trade over the past years. 

In chapter 3 we present a typology of maize growers and pig farmers, and a brief analysis of their motivations to increase maize production over the past years. 

Points 1 to 5 in the above list are taken up in chapter 4, which is on a range of impacts of trade deregulation in the past and future. This chapter also addresses the dilemma of tariffs that may help some but harm others. 

Policy options for support to poor farmers are discussed in chapter 5. Of fundamental importance to this is an underlying question about policy goals: ‘to aim for import substitution or for rural food security, sustainable livelihoods, and/or satisfied urban consumers?’

1.3 Data sources and research process

The primary sources for this discussion paper are four research papers, which were developed simultaneously: 

(1) Maize sector and policy review, by the Planning Department, Ministry of Agriculture and Rural Development (MARD)
; 

(2) Analysis of quantitative data from national surveys by a team of the Institute of Economics under the Viet Nam Academy of Social Sciences (VASS)
, i.e. data from the Viet Nam Living Standards surveys (VLSSs, 1993 and 1998) and the Viet Nam Household and Living Standards Survey (VHLSS, 2002);

(3) Analysis of maize markets and commodity chains in selected provinces, by a team of the Agricultural Systems Department (ASD) of the Viet Nam Agricultural Science and Technology Institute (VASI)
; and

(4) Analysis of maize-based livelihoods in typical communities in selected provinces, by a team of consultants and officers of the Viet Nam Farmers’ Union (FU)
.

The research process was as follows:

· Early to mid 2004: Several consultation meetings were held between different Oxfams, MARD, SNV, VASS, VASI, the FU and a team of consultants, to initiate the research and reach agreement on the purpose, key questions, analytical framework, scope and process of the work. A research proposal and detailed work plan was finalized in June 2004. 

· June-September 2004: Desk studies were undertaken and initial results were discussed in several larger meetings to identify the key themes for primary research. Preparations for fieldwork were discussed.

· September-December 2004: The fieldwork for the two components of primary research on commodity chains and maize-based livelihoods was carried out in 11 villages of 7 communes in 4 provinces (Dak Lak, Lao Cai, Nghe An and Son La). This included the use of questionnaires (with 270 households and 110 trading agents; by VASI), and 161 group discussions and in-depth interviews (by the group of consultants with the FU). The latter made use of methods from Participatory Rural Appraisal (PRA). 

· February 2005: Initial conclusions and draft findings of all 4 research components were presented and discussed in a gathering between the researchers, MARD, Oxfams, FU, SNV and some others. 

· March-April 2005: The first draft of this discussion paper was compiled based on the results of the four reports and additional data sources. 

· May 2005: The first draft of this paper was discussed by the 4 research teams, and comments were made by some others.

· June 2005: National and regional workshops to discuss the research findings.

The research thus was a collaborative learning process (MARD, Farmers’ Union, Oxfams, SNV, and several research teams) in which complex issues related to the past and future economic integration of Viet Nam were explored.

The outlook of this discussion paper is ‘maize based livelihoods of poor men and women’, anywhere in Viet Nam. We are not just concerned with the limited number of communities and provinces where primary research was done, although those are used extensively in development of the typology, analysis of the data, and to illustrate the findings. 

2. Background: maize production, consumption and trade

In this chapter we present the overall trends in maize production, consumption, trade, and trade related policies of Viet Nam and also exporting countries over the past years.

2.1 Three periods of maize production and trade

Several observers distinguish three periods in recent Vietnamese history with regards to maize production, consumption and trade, as follows
. 
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1960 – 1980. National rice production did not meet domestic demand, and maize was used as staple food. The cultivated area doubled from 197,600 ha to 389,600 ha. However, average yields were low, 1.2-1.3 ton per ha. Traditional varieties were the norm.

1980-1990. The cultivated area increased with an average of just 1% per year. Rice production increased rapidly, and fully met domestic demand. Maize was increasingly used for animal feed. However, the use of new varieties was limited, and the average yield in 1990 was still only 1.55 ton per ha.
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1990 until now. The economy became more open and production became more market-oriented. The economy grew with an average of about 7% per year, which caused poverty reduction, increased income, and increased demand for meat. The animal husbandry sector grew quickly
 and the demand for maize as animal feed steadily increased. 

The share of maize produced on-farm for feeding on-farm livestock increased from 39% in 1993 to 55% in 1998 overall, and for the poorest 20% of maize growers this share increased from 26% in 1993 to 46% in 1998
. The policy of granting land-use rights for sloping land also stimulated maize production. 

The investments of big animal feed companies in processing facilities in Viet Nam strongly stimulated maize demand. Throughout this period the maize price has been good (farm-gate prices have been around VND 2,000 per kg of dried grains, while production costs are roughly VND 1,000). 

The cultivated area of maize increased from 431,800 ha in 1990 to 909,800 ha in 2003. Hybrid maize was used on 80% of the total maize area by 2002. The average yield increased to 2.7 ton per ha in 2000 and 3.2 ton per ha in 2003. Total production in 2003 was 2.9 million ton (dried grain). Maize supply is becoming more and more diversified, with the emergence of winter maize (in Nghe An, Dak Lak, Quang Binh) and increased market-orientation of maize growers in north-eastern provinces (which used to be almost exclusively subsistence production areas)
. 

Maize production has especially intensified and commercialized in Son La, Dong Nai and Dak Lak provinces. Maize productivity in for example Son La occasionally reaches 8-10 ton per ha. The cultivation area there has doubled over the past 5 years and is now 60,000 ha, of which more than 90% is hybrid maize. The Dak Lak maize output was 200,000 ton in 2000, and 523,000 ton in 2003, which is partly caused by the decline in coffee. Hybrid maize accounts for 90% of the total cultivated area and average productivity is nearly 5 ton per ha, because the soil fertility is high. The cultivated area of maize in Dak Lak is now larger than that of rice (90,000 ha against 61,000 ha). 

However, Vietnamese average productivity is still low by international standards, which reflects the limited use of fertilisers, poor soils in upland fields, and the continued use of traditional varieties and sub-optimal hybrid or improved varieties (for example, 40% of total maize in Lao Cai is now hybrid maize). The lowest yields are in upland communities with ethnic minorities who still produce mainly for staple food security (subsistence). 

2.2 Past trends in maize prices, import, export
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In the world market of staple foods, wheat, rice and maize are correlated because consumers can substitute one for another. The common price trend of staple products has been a decline over the period from 1980 to 1990, and prices were fairly stable over the period 1990-1998. The lowest price level was in 1993: US$ 96 per ton. From 1998 to 2002, rice prices reduced, while maize prices remained stable at a fairly low level of around US$100 per ton. Grain prices started to recover in 2002 (see figure). 

The import maize prices in key importing countries in Asia such as Japan, South Korea, Malaysia and Indonesia depend on transport and port clearance costs, which are different per country (US$10-30 per ton in addition to export prices), but the price trend is the same. In the years to come, the recovery or upward trend in maize prices is expected to continue, because of increasing demand in key markets, notably in Asia (especially as livestock feed). However, price increases are unlikely to be sharp for as long as there is no sharp reduction in production and export subsidies and other support policies (hidden subsidies) by major exporters, especially the USA and also China
.
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Viet Nam’s maize prices have shown an average upward trend over the period 1999-2003, but the prices fluctuate seasonally. In Red River Delta markets for example, maize prices decline to a low in September-October, which is during and some time after harvesting in key areas (especially Son La, which is close to the Red River Delta), and an increase in price afterwards, to reach a peak at around March to June (see figure with retail prices in the Red River Delta). 
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Maize is the second most important staple food crop grown in Viet Nam, after rice, and is also important as input into animal feed. The total number of farm animals in the period of 1993-2003 increased with a rate of 5.1% per year, pigs increased by 5.3% per year and poultry by 7.1% per year
. The share of animal feed in total maize produced increased from about 20% in 1990 to about 70% in 1997, and it remained more or less stable since then. This includes the maize for feed used on farm, and the maize sold and processed by the animal feed industry. 

Maize makes up about 35-40% of each ton of processed animal feed. The domestic animal feed prices have increased in recent years, in parallel to the increase in domestic maize prices. However the correlation is not strong and the seasonal fluctuations in maize prices are not reflected in animal feed prices. Animal feed prices also depend on prices of other ingredients that are mostly imported - the value of imported materials in locally produced and sold animal feed account for 50-60% of the value of one ton of processed animal feed
.
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In the 1980’s and early 1990’s, Viet Nam exported some maize, mostly to neighbouring countries. The peak export volume of 250,000 ton in 1996 reflected sudden high prices in the world market. The animal husbandry sector developed fast since the late 1990’s, which increased domestic demand that could not be met by domestic production, and Viet Nam changed from a net exporter of maize to a net importer. The annual import of maize fluctuates strongly but overall suggests an upward trend since 1997. It was 50,000 ton in 2001, 300,000 tons in 2002, 100,000 ton in 2003, and about 70,000 ton in 2004
. The import volume of maize is still modest compared to total maize production in Viet Nam, i.e. no more than 15% in the peak year of 2002. 

[image: image30.wmf]Comparison of the average domestic prices and import prices in Viet Nam indicates that the gap has narrowed down since 1999. In 1999-2000, the domestic maize price was about US$ 14-17 per ton higher than the import price. But in 2001-2002 the import prices were higher than domestic prices, i.e. US$ 8 per ton higher in 2001 and US$ 0.8 per ton higher in 2002. 

2.3 An international and national market outlook

Global production of maize has increased at a rate of 2.1% per annum in the last 10 years, which is a higher growth rate than rice or wheat, and reached more than 600 million ton in 2003. The traded volume of maize in the world market out of total production has decreased, from 20% in 1980 to 14% in 2002. Asian countries remain key importers of maize grains, especially Japan, Korea, Indonesia, and Malaysia.

The United States of America (USA) supplies more than 55% of all traded maize to the world market. The USA government support to the maize sector involves a wide range of policy instruments. Support has shifted away from maintaining minimum prices to a system of direct payments to farmers. The USA maize sector received a total of US$10.1bn in government payments in 2000, according to Oxfam International, which excludes hidden subsidies through export credits. More recently Oxfam estimated that the USA maize ‘export subsidy equivalent’ amounts to $1.3bn per annum. The USA maize farmers received on average US$ 27 per ton of maize produced between 2000 and 2002 as an ‘implicit subsidy’ through domestic payments
. These farmer-payments are linked to land area and past output, rather than current output. For this reason, they are deemed by the USA government to be unrelated to production levels. The USA claims that domestic subsidies do not affect its exports, and no export subsidy was reported for the crop to the World Trade Organization (WTO). Current WTO regulations fail to acknowledge that such government payments influence domestic production, and strongly determine export volumes and prices.

China was the second biggest maize exporter over the past 5 years. Very substantial (direct and indirect) subsidies for maize export have helped China penetrate Asian markets. However, China’s export subsidies for maize have reduced since WTO accession. It was estimated that export subsidies were US$ 36 per ton in 2001 (about 23% of the export price), and US$ 22-23 per ton in 2002-2003
.  The decrease of China’s subsidies is seen as a key reason for the recovery of world maize prices in early 2004. It is expected that China will become a maize importer in some years to come because domestic demand for animal feed is strongly increasing. However, maize from China’s southern provinces, with a quality similar to that of Viet Nam’s upland maize and low transportation costs, could enter Vietnam even though China would be a net importer of maize in the future.

It is obvious that direct and indirect subsidies in the main exporting countries have a very strong downward effect on world market prices, and help maintain the USA dominance of this market. The further recovery of world prices of maize will depend on increased demand in China and other rapidly growing economies, and on the results of agricultural trade negotiations that are aimed at eliminating export subsidies and reducing production subsidies for agricultural commodities, including maize. However, it is widely believed that direct and hidden subsidies will not reduce rapidly. World maize prices are expected to increase in the near future (i.e. the next 2-3 years), but not strongly. 

The average maize yield in Viet Nam is still low, compared to other countries. The proportion of maize in animal feed in Viet Nam is around 70%, which is higher than the world average of 64%. Viet Nam’s maize import volume is still small, and is mainly in the winter-spring season when the supply of domestic maize to the animal feed processing industry is limited. Vietnamese demand and imports are expected to increase with increased demand for meat and other animal products, based on expectations of continued rapid economic growth, but in the short term import is unlikely to increase rapidly. This is because of expectations of increased domestic maize productivity and some further expansion in the maize cropped area, and downward pressures on animal feed demand as a result of the avian flu crisis. 

Domestic prices have approached import prices and both world market and domestic maize prices have shown a modest increase in recent years. Viet Nam’s maize imports were so far mainly from China, because maize imported from the USA is comparatively expensive due to higher transportation costs
. However, the expected increase in China’s domestic demand and reduction of Chinese exports means that the slightly more expensive USA maize is expected to become a source for Viet Nam. Because of the transportation costs this could initially allow a further modest increase in domestic prices. 

Developments in the Chinese market are thus favourable for Vietnamese maize growers. However, increased prices must somehow translate into upward pressures on the processed animal feed price, whilst feed takes up about 70% of animal husbandry costs. Subsidies in especially the USA as the primary downward pressure on world prices are thus attractive to pig farmers who buy maize (processed or unprocessed) and meat consumers, and also the animal feed processing industry. 

These positive effects must be quantified, and weighted against the massive negative effects on global and domestic maize prices and on incomes of maize farmers, many of who tend to be amongst the poorest rural people in Viet Nam and elsewhere. Oxfam has documented the strongly negative effects of trade de-regulation under the North American Free Trade Agreement (NAFTA) combined with USA subsidies on Mexico’s three million maize growers
, and also the negative effects of trade deregulation on maize growers in the Philippines
. 

Importantly, it is not possible to make trustworthy predictions of world market price developments of maize in the medium to long term (say 4-5 years from now, and beyond). Weather and other production conditions; changes in national policies of exporting countries (especially the USA and China); changes in international trade policies and relations; and changes in other agricultural commodity markets could all change the situation drastically, meaning that maize prices could become much higher or much lower than they currently are.

2.4 Operators in the domestic maize market

The domestic maize market is well integrated. There is an active network of private traders, roads and communication systems have improved, and restrictions on long-distance trading activities across the country (taxes) were abolished several years ago
. The main geographical flows of maize are shown in the figure below.
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The trading network (1) supplies maize directly to pig and poultry farmers in the lowlands; and (2) supplies maize to animal feed companies. It is made up of the following ‘actors’
.

· Collectors (assemblers) operate in most maize producing villages and gather maize directly from farmers. Local collectors include better-off local farmers who are switching to services. They are especially active in remote villages with difficult transportation conditions. Other collectors are Kinh traders who live in towns or along main roads, and who own transportation means to go to villages in the harvesting season to buy and collect maize. Collectors maintain good relations with farmers, by supplying credit, rice or inputs to farmers and collecting maize at harvest, based on oral agreements, or by purchasing for cash payment at harvest.
· Agents in production areas gather products from collectors. They are often located in towns or close to the main roads with convenient transportation conditions. These agents often play the important role of stockpiling, separating and drying maize. They also provide working capital and price information to the collectors. 
· Transporters are important middlemen in marketing chains, and transport maize especially from the uplands to the lowlands. Transporters own trucks, and their maize-related work is seasonal, but frequent. They may transport maize by order, or do their own business (i.e. buy maize from agents in production areas and sell to animal feed companies or agents in consumption areas). Transporters usually do two-way transportation meaning they transport other goods from the lowlands to the uplands.

· Agents in consumption areas deal with maize for animal feed in the lowlands. These agents provide maize to both big animal husbandry farms and to small-scale farmers. They usually do not specialize in the maize trade but trade in a variety of agricultural products including industrial animal feed. Upon changes in prices of maize or industrial animal feed, they supply farmers with alternative products such as rice bran and cassava.

· Trading companies are enterprises with official legal status, i.e. they are in the ‘formal sector’. They supply maize to large animal feed processing companies, which require tax-coded (‘red’) invoices to be able to formally deduct their maize material costs from their tax liabilities. This accounting requirement limits the direct transactions of other actors, who do not have red invoices, with the animal feed companies. 

The VASI-survey shows that trading companies concentrate near the big commercial production areas like in Son La or Dak Lak, and near the big feed companies like in Ha Tay or Dong Nai province. For example, in Ha Tay there are 10 trading companies who receive orders from feed companies (i.e. with specific volume, prices and delivery time). The trading companies then contact agents and transporters to implement the orders. Trading companies usually diversify their supply sources over different provinces. 

· Animal feed processing companies. The number of animal feed processing plants in Viet Nam reached nearly 200 in mid 2004. Foreign invested companies play a significant role in the sector: with only 18.3% of the total number of plants, they produce 65% of industrial animal feed output. Most animal feed companies use 100% domestic maize. Discussion with representatives of animal feed companies revealed that only the big feed companies can deal with large amounts. Only some of the big companies import maize
. In 2003 CP, Cargill, Proconco and DAFACO accounted for 96.1% of the total 100,000 ton imported maize
. Bulk import reduces transportation costs, which for a load of 40,000 ton maize grain is about US$ 20 per ton (from the USA to Hai Phong port). The primary concerns of those maize importers are the maize quality and seasonal price. Domestic maize (especially from Son La) has a higher quality, a better colour than imported maize
. Seasonal fluctuation of domestic maize production is one key driver for import decisions of the animal feed companies: import happens especially in the winter-spring season when the domestic maize supply is limited and price is comparatively high.

The surveys in four provinces show that local authorities and mass organizations are quite active in providing inputs (maize seeds, fertilizers, often subsidized) to farmers in remote and mountainous areas, especially where private traders are not very active
. In some villages there are also community-based initiatives and core farmers (often village leaders) provide input services to other farmers. This is sometimes supported by internationally funded development projects. In the surveyed provinces it is common to direct state-owned, provincial trading companies to buy products from farmers when there are difficulties in selling produce. However, farmers have had no difficulties in selling their maize to private traders and there have been no state interventions. In addition, contract farming arrangements between maize producers and animal feed companies have not been reported. 

The maize marketing chains are expected to become more strongly dependent on, influenced by the operations of the big animal feed processing companies who consume most traded maize. In fact, their buying practices influence the domestic maize market strongly, which is explained in the box below. 

Big animal feed companies like CP have a strong influence on the domestic maize market

CP (Viet Nam) is one of the biggest animal feed processors, and is located in Ha Tay province. The company’s present maize demand is 80,000 – 120,000 ton per year. It purchases 60% maize from northern provinces, most of which from Son La and also Nghe An, Thanh Hoa, and the rest from the Central Highlands.  
According to local trading agents, the maize price in Son La is strongly dependent on CP. When this plant purchases a lot of maize, prices increase, e.g. in the past this has caused agents in the delta region to raise prices with VND 20-30 per kg, and as soon as CP reduced or stopped purchasing, maize prices reduced immediately, in cases by VND 50-100 per kg. 

The strategy of CP is to import relatively small quantities when domestic prices get too high. Until 2003 the company imported maize from China. Since 2003 the company has not imported maize, even though prices of imported maize can be 200-300 VND/kg lower than that of domestic maize, because: 

· CP’s sales of animal feed in the past 2 years has been negatively affected by bird flu;

· The quality of domestic maize is better. Domestic maize is darker yellow and of higher quality than Chinese maize (a deep yellow product is currently preferred by customers); 

· CP finds it easer to access domestic maize from different regions.  It wants to further facilitate the production of domestic maize by introducing its high yield varieties (as another business line of the company) and providing extension support to farmers.

· The import volume must be big in order to limit transportation costs. This means that the current import tax of 5% is not an important barrier to CP’s import decisions.

· Merely price-based imports may generate opportunities for competitors to purchase domestic maize.

Source: Dao The Anh et al. (2005)

2.5 Changes in maize-trade regulations

The general tariff for maize grains was 10% in 1987 and was reduced to 7% in 1992. However, import was negligible. Before 1997 maize export was around 50-100,000 ton per year, with 1996 a peak year of about 250,000 ton
. 

The general tariff for maize increased to 7.5% in 1999. Since then any business can import or export maize, animal feed, and other materials for animal feed, i.e. this is no longer restricted to State owned enterprises (SOEs). There was a sudden increase in import in 2002 (300,000 ton, mainly from China), and in 2003 the Government introduced a quota-based system for maize imports (and an over-quota tariff of 10%). However, this quantitative restriction has never been applied and was removed from April 2005 (which is a demand for WTO accession).

The maize tariff on imports from ASEAN countries was reduced to 5% on 1 January 2004. The future of import tariffs for maize grains under different trade agreements is as follows
.

Import tariff for maize grains under Viet Nam’s trade agreements
	
	2005
	2006
	2010
	2015

	AFTA/CEPT
	5
	0
	0
	0

	ASEAN - China
	5
	5
	5
	0-5

	USBTA
	unbound
	unbound
	unbound
	0 (?)

	Current WTO accession offer
	5
	5
	5
	0 (?)


Source: Dao The Anh et al. (2005)


The tariffs on maize have thus been low for some time, they are getting lower, and there have been no sudden changes in maize tariffs over the past 20 years. The tariffs have had very little impact on the local market price because the imported volume has until now been quite limited, when compared to total domestic production and consumption. Domestic prices have been reasonable to good over the past years. Furthermore, the transport costs were too high for small traders.  Import was limited to some large animal feed companies. Indeed, the tariffs barely affected import decisions of large companies such as CP, which are based mainly on quality and on seasonal price
. 

The tariff reduction is thus small lower (to 0-5%), but impact on the profitability of local maize production for animal feed is likely to be felt because of rising imports and improved efficiencies in Viet Nam. Bulk imports are set to increase, because demand for animal is probably rising more rapidly than domestic production. Larger bulk reduces transport costs per kg, and infrastructure will improve further so that transport costs reduce further. The barriers of a (low) tariff and transport inefficiencies will thus both come down, and the domestic market will be exposed to the artificially low price of internationally traded maize (especially due to subsidies and other support measures in the USA).

This is good news for animal feed companies, users of animal feed, and for consumers of meat and some other animal-products; and bad news for domestic maize producers (it is also good news for other industries that use maize grain or flour as input, but that is of minor importance in the Vietnamese situation). But how strong will the effects be? Animal feed processors can substitute maize for other inputs; farmers can grow other crops. And how painful or painless are transitions likely to be, for specific groups of Vietnamese?

The answers depend a great deal on the effects of tariff changes (a) on food security of those maize farmers who focus on growing maize for food rather than animal feed; (b) on the effects on incomes of different groups of farmers (including maize farmers, pig farmers, and farmers who produce both); (c) on production support policies including land allocation, tax, extension, and irrigation; and (d) on the scope for generating alternative markets and employment opportunities. The ensuing text also suggests that there are important effects on farmers’ cropping pattern decisions from movements in other markets. Notably, there is an important link between the coffee price collapse and the expansion of maize in Dak Lak.

2.6 Changes in trade regulations for maize-inputs

Viet Nam has set a zero import tariff for maize seed varieties since the mid 1980’s. 

Fertilizers account for around 80% of total maize production costs in commercialized production areas such as Son La and Dak Lak
. This percentage is much lower, and sometimes zero in subsistence production areas, for example in Lao Cai. The tariffs for different types of fertilizers are frequently adjusted, but generally are set low. 

To off-set the effects of increased oil prices on fertilizers and reduce production costs the Government reduced import taxes and additional levies on urea fertilizers from April 2000. In early 2001 the Government reduced import tax on NPK from 5 % to 3 % and on phosphate from 10 % to 5 %. In April 2001, all restrictions on fertilizer imports were eliminated (no import quota and licences, no designated importers)
. 

This low tariff regime - ranging from 0% for nitrogen-based fertilizers that are mostly imported, to 5% for super phosphate fertilizers that can be domestically produced – is not expected to change under trade agreements such as AFTA/CEPT, as follows
.

Import tariff for maize inputs under Viet Nam’s AFTA/CEPT agreement
	Products
	Current MFN tariff
	2005
	2006

	Maize seeds
	0
	0
	0

	Nitrogen-based fertilizers
	0
	0
	0

	Super phosphate fertilizers
	5
	5
	5


Source: Planning department, MARD (2005)


The importation of fertilizers has thus already been highly de-regulated, and almost no further action can be taken. 

The increase of urea fertilizer prices in the past 3 years is the main concern of maize producers. The increased oil prices also affect other inputs and services, including land tilling and mechanical maize processing. It is fortunate that the domestic maize farm-gate prices have increased in the same period so that the net income of the maize producers has not yet been badly affected. The combined effect of increased production costs and increased farm-gate prices is determines the profitability of maize production and is very important in maize-growers’ decisions to continue investing in maize production, or not.

The Government has approved a national seed development program, including specific research and development of maize seeds, especially hybrids. The Institute of Maize Research under MARD is leading the development of high-yielding maize varieties that are suitable for different ecological regions, and are affordable. Some domestically-developed maize varieties are successful, for example the LVN10 hybrid variety is widely used in Son La, Hoa Binh and other provinces. However, the central State budget for hybrid maize variety development within the national varieties and breed programs is only VND 4.1 billion (around $250,000) from 1999 to 2004, and total funding research by the Institute of Maize Research from 2001 to 2004 was just VND 8 billion dong (i.e. around $500,000)
.

The central Government provides certain transportation and price subsidies (“tro gia tro cuoc”) for maize seeds and fertilizers, targeted on poor areas and poor farmers under the policies of promoting trade in mountainous areas, through provincial authorities and service companies. The provinces also provide some additional seed, fertilizer and/or transportation subsidies to encourage farmers to apply new technologies for higher economic efficiency, including expansion to a second maize crop on hill slopes (in Son La); hybrid varieties (in Lao Cai); and expansion of the winter maize crop on rice fields (in Nghe An). Dak Lak and some other provinces provide free maize seeds to ethnic minorities who are extremely poor.

However, the total subsidy level for these purposes is extremely low (we are unable to quantify this, but estimate that it amounts to a total of a few dollars per targeted household per year, at most); the overall level is reducing (which is Government policy, based on the wish to reduce dependency on support measures); and subsidies are normally phased out when farmers can sustain their production. Furthermore, fertiliser is used for growing rice in valleys and a range of secondary crops, and only a minor part is used for maize growing. The share of fertiliser for maize has increased, but the poorest still use very limited amounts of fertilisers on maize. This renders the little overall fertilizer subsidy even less important
. 

Some other subsidies and support measures should also be reported: 

· Credit for the poor from the Bank for Social Policy is often used for investment in fertiliser or livestock. This credit is targeted on the poorest communities and the comparatively poor households within those communities. The interest rates on loans are subsidised making them a few percent lower than commercial rates. The loans are typically VND 5 million (just over US$300) or less, to be repaid over a period of normally more than one year. A (upper estimate) of subsidy of 4% of the annual interest amounts to a (maximum) subsidy per targeted poor household of US$12 per year.

· Subsidies on inputs for demonstration models for improved (hybrid) maize farming and training costs in agricultural extension activities, which are limited to only some communities, and some farmers. 

· Between 1993 to 2003, the total State budget for extension programs focused on maize farming was VND 9.95 billion (less than US$700,000)
.

Most subsidies and other support measures for poor maize farmers fall in the ‘Green Box’ which is not restricted upon WTO accession. Thus, negotiations on economic integration should not force reduction of the current support levels, though perhaps effectiveness in using the limited resources can increase.

3. Maize-based livelihoods 

In this chapter we present a typology of maize and pig farmers. The importance of market developments and other reasons for farmers to expand maize production in recent years is discussed, and some the links between maize and pig production are analysed.

3.1 A typology of maize and pig farmers

In depth analysis of the lives and livelihoods of farmers in some selected communities across Viet Nam leads to the following typology of ‘maize-based livelihoods’
.

	
	1. Households with no or few pigs
	2. Households with many pigs

	A.  Households who consume most of their own maize as their primary staple food, and also to feed livestock and for other purposes
	· In mountainous communes, e.g. Lao Cai

· A majority in the community; comparatively poor and middle income households

· Comparatively small landholdings, low quality soil, little or no rice production, and comparatively little maize production

· No, or few horses or buffaloes 

· Often sell their labour 

· 1 or 2 roaming pigs, fed with leftover food

· Mainly grow local maize varieties or varieties imported from China 

· May sow a few kg of hybrid maize seeds for selling maize (as feed-input), to pay for fertilizers etc; but use little NPK 
	· In mountainous communes, e.g. Lao Cai 

· A small minority in their community: middle income to better off

· They have more land with better soil, grow maize for food and for livestock feed 

· Several horses and/or buffaloes

· Keep (local breed) sows for breeding; pigs to eat, and for sale

· They feed pigs maize and rice mash

· Some produce maize wine and use the leftover to feed pigs

· Grow more hybrid varieties (10-20kg seeds, or 30-50% of the total maize sown) 

· Use more chemical fertilizers (including NPK)

	B.  Households whose main income comes from selling maize
	· In regions where maize is a cash crop, such as Son La (sloping land, one crop of maize per year) and Dak Lak (highland, 2 crops)

· A majority in their community, including poor and some better off ethnic majority households in remote villages

· They typically keep 1-2 pigs for food

· Use hybrid varieties.

· Maize is the primary source of cash. Maize is sold for purchasing rice and other goods

· Only some hundreds kg of maize are put aside for their own livestock.


	· In regions where maize is a cash crop, such as Son La (sloping land, one crop of maize per year) and Dak Lak (highland, 2 crops)

· A minority in their own community, mostly better off ethnic minority households and Kinh households living near main roads, townships.

· Have technical and marketing knowledge

· They keep sows for breeding; raise pigs for meat, some for sale.

· Use hybrid varieties.

· Maize is the primary source of cash and is sold for rice

· In Son La a large amount of maize is put aside for livestock (can be 10-20 tons). 

· In Dak Lak people buy processed pig-feed. Some combine producing wine and raising pigs, fed on the leftover of wine making.

	C.  Households whose secondary income comes from selling maize
	· Households cultivating the lowlands and valley lands, e.g. in Nghe An

· Maize is grown in rice fields (as a second crop) or e.g. on river banks

· Rice is the primary source of income. They may sell maize for additional cash. Other income sources include groundnut, sugar cane, beans, mulberry, livestock, and non-farming jobs 

· They are usually comparatively poor, within their community. 

· They have land, use hybrid varieties, but do not have enough labour and capital; they use less fertilizer than the better off. 

· They use food leftovers as livestock feed.
	· Households cultivating the lowlands and valley lands, e.g. in Nghe An

· Maize is grown in rice fields (as a second crop) or e.g. on river banks

· Rice is the primary source of income. They may sell maize for cash. Other income sources include groundnut, sugar cane, beans, mulberry, livestock, and non-farming jobs 

· There are many households of this type, mostly middle income and better off within their communities. 

· They invest much in fertilizer to grow maize

· They keep sows for breeding; and sell pigs. 

· They usually reserve maize for pig feeding, and also buy processed feed (50/50) 


The above typology is strongly based on qualitative research
, but is broadly confirmed by data from the Viet Nam Household and Living Standards Surveys (VHLSS; 1993, 1998 and 2002)
, which is partly summarised in tables 4, 5 and 6 in Annex 1. In addition to the above typology, findings of the different studies in terms of characterising Vietnamese maize growers and pig farmers can be summed up as follows. 

· About 40% of the poorest quintile of Vietnamese households grew maize in 2002, and only 10% of the richest quintile. This share has declined over the 1990s, notably for the better off in urban areas, but not much for the poorer quintiles.

· Maize growing is very common amongst ethnic minority groups when compared to the Kinh & Hoa: 63% of all rural ethnic minority households grew maize in 2002 and 40% of urban ethnic minorities
. 

· Most subsistence maize production and much commercial maize production is concentrated in the North West and Central Highlands, and is correlated with limited rice production. Upland farmers have sloping land that is less suitable for rice production, and they traditionally grew maize as a single rain fed crop. 

· In the Red River and Mekong River deltas maize production is low per capita and the percentage of farmers growing maize is declining, but some farmers grow it in the winter season, especially for commercialisation.

· Within the group of maize growers, maize is gradually becoming more important for household income in comparison to other crops: the maize share in ‘income from crops’ has risen from 10% in 1993 to more than 15% in 2002. Only a minority of the better off farmers grow maize, but those who do/did earned a larger share of crop income from maize in 2002: 21% of net income from crops for the richest quintile and 17% for the poorest. The other income quintiles earned less than the average 15% of crop income from maize in 2002
.

· Maize is thus a crop for many of the rural poorest and also for some of the rural better off. Particularly the better off maize farmers increasingly specialise in maize and commercialise, but favourable market conditions benefited all. Better off farmers with comparatively large non-irrigated (sloping) land holdings and comparatively good soil, for example in Son La and Dak Lak, produce and sell much hybrid maize. They use economy of scale in production.

· The overall share of maize in total income in 2002 was still small, i.e. just 7% for all maize growers, and 11% for those maize growers who do not raise pigs. This shows that many maize growing households also have other income sources (rice, livestock, and non-farm income)
. However, maize income is much more important for the maize growers (with or without pigs) in the North West, Central Highlands and South East. Ethnic minorities depend more on maize than the Kinh and Hoa to earn their living. In absolute terms, income from maize of maize growers in provinces in the North West (especially Son La) and the Central Highlands (especially Dak Lak) is now 3-6 times higher than the average income from maize of maize growers throughout the country
. 

· A survey of 270 farmers in maize producing communes in 4 selected provinces in late 2004 shows the same trend. Maize is more important for the poor than for the better-off. But maize growing is less beneficial for the poor than for the better-off. Farmers in Son La outperform those in other provinces in terms of productivity of maize farming, which is illustrated in the table below. 

Productivity of maize farming in selected communes in 4 provinces

	
	Income per 1kg of dried maize grain (dong)
	Ratio of income over production costs per 1kg
	% Maize income in total HH income

	
	Poor
	Better-off
	Poor
	Better-off
	Poor
	Better-off

	Eakar district, Dak Lak province

	M'ar
	731
	801
	1.63
	2.14
	59.10
	42.94

	Đồng Tâm
	704
	750
	1.20
	1.44
	71.93
	43.68

	Ea Sô
	765
	797
	2.02
	1.40
	34.46
	34.61

	Anh Son district, Nghe An province

	Bình Sơn
	1021
	1127
	3.68
	4.27
	13.61
	9.59

	Tường Sơn
	1151
	1272
	2.15
	2.65
	28.06
	15.06

	Mai Son district, Son La province

	Cò Nòi
	1288
	1497
	5.3
	6.4
	78.08
	61.54

	Phiêng Pằn
	1521
	1592
	4.5
	4.3
	76.27
	65.10

	Bac Ha district, Lao Cai province

	Lùng Phình
	813
	711
	1.14
	1.84
	27.43
	10.91


Source: Dao The Anh et al. (2005)

· The VHLSS data show that more than 80% of maize growers raise at least 1 pig, and there is no big difference of this ratio across expenditure quintiles or ethnic groups
. The pig raisers in general are less poor than the maize growers. Within the pig raising group of maize growers, the poor raise fewer pigs and earn less from pigs. This gap has increased over the 1993-2002 period: the income from pigs of the richest quintile was in 1993 only 1.2 times higher than that of the poorest quintile; in 1998 this figure was 3.0, and in 2002 it was 4.2
. 

· Maize growers in areas with highly commercialized maize production use a relatively low percentage of maize for on-farm livestock. In-depth survey in selected provinces shows that most ethnic minority maize farmers in remote and mountainous areas raise pigs extensively, i.e. just 1-2 heads per year. Some Kinh people in lowlands, and a small group of better-off ethnic minority farmers in uplands raise pigs at a larger scale and use (some) industrial animal feed (the relationship between maize growing and pig raising is explained further in the box below). 

The main reasons for differences between maize growers in terms of pig raising are as follows. 

· Some farmers with much land under maize cultivation do not have enough time to take care of pigs on a daily basis, especially on peak days of the cropping season (land preparation, weeding, harvesting).

· Many ethnic minority couples stay for weeks on their terraced fields, away from their homes and villages, and thus cannot themselves take are of their pigs at home. 

· Veterinarian services for pigs and also other livestock are not yet good, especially in the remotest ethnic minority areas. In addition, cold and rainy weather conditions in uplands are harsh on livestock. 

· Ethnic minority farmers traditionally let pigs roam in and near the homestead, village, and thus animal diseases can spread easily. Very often the village rules prohibit this practice, but many farmers find it difficult to make and maintain pigsties, and feed their pigs more regularly than they are used to. 

· Many poor farmers need cash so they have to sell all their maize and cannot reserve maize for feeding more than a few pigs all year round. 

· Pig prices fluctuate. In 2002 the prices fell to below VND 10,000 per live kg, meaning that pig raisers suffered losses. In addition, the prices of industrial animal feed increased, and using processed animal feed for pigs was not profitable.

· Many farmers say that raising pigs is “just a kind of saving”, and that the main benefit from pigs is manure. But now many farmers rely on chemical fertilizers for maintaining soil fertility, so they have one less reason for keeping pigs.

· Raising pigs in upland areas requires firewood for cooking pig mash. However, collecting firewood is increasingly difficult. Our survey suggests that a 4-5-member family consumes about 1 m3 of fuel wood per month, and when raising just a few pigs this rises to 2 m3. 

· In “zone 3” communes, i.e. the “poorest and most difficult communes”, the local authorities usually advise farmers to focus on raising buffaloes, cattle, and also goats, rather than pigs. This has a good rationale, because traction power is needed and cattle produces more manure per animal than pigs. 

The relationship between maize growing and pig raising in the four surveyed provinces

Pig raising is limited in Son La 

Son La imports pigs and chicken from lowland provinces. Mai Son district, for example, imported 19,000 pigs in the first 6 months of 2004 (only counting the controlled pigs). The number of pigs decreased in recent years in the surveyed sites. In easily-accessible communes such as Co Noi, the Thai farmers feel that raising pigs consumes much labour while they have a lot of work in their large terraced fields. Only a few better-off households along the main roads reserve a few ton of maize to raise pigs and chickens at a larger scale. Pig epidemics occur often in remote upland communes like Phieng Pan, and the veterinarian services are weak, so the Hmong and Xin Mun ethnic farmers do not raise many pigs and focus on cattle. Each household only raises one or two local pigs, and feed them with rice mash, maize and pumpkin. Pigs there are usually raised to meet the family’s own consumption, and are not for selling.

Mainly Kinh people raise pigs in Dak Lak, but not the poorer ethnic minorities

The province exports annually 187,000 pigs (the number of pigs registered by the quarantine services), mainly to Ho Chi Minh City. Mainly Kinh farmers raise those pigs, and keep them in pig sties. They use good breeds; and pigs are often fed with processed feed. In Cu Hue commune, in contrast, ethnic minority people keep some pigs, but about 80% of the pigs are roaming the villages and are not kept in sties. The number of pigs in this commune has decreased over the last two years, while the number of cows has increased.

The Kinh majority In Nghe An raise most pigs 

In Nghe An, improved animal husbandry techniques have enabled Kinh people to keep many pigs. The breeding policies and veterinary services seem to be well implemented. The better-off and average-income households in the surveyed sites usually keep sows and use a large amount of maize to feed them, often mixed with processed feed. The price of pig meat was good in 2003–2004 and people felt that raising pigs with maize brought them more profit than selling maize. In Truong Son commune 1,300 tons out of total 2,300 tons of maize produced in the last 2 years was used for feeding local pigs, and the remainder was sold.

Extensive pig raising is common in uplands in Lao Cai 

Most ethnic minority farmers in Lao Cai raise small local (black) pigs. They feed them vegetables and mash instead of maize or processed feed. Pig raising in these uplands is small scale and there are no big farms. There were 400,000 pigs in Lao Cai in 2003. For the annual Tet holidays Lao Cai imports pigs for meat from other provinces, because local supplies cannot meet the demand. In many areas, buffaloes, cows and pigs are still roaming, which makes animal disease prevention difficult; manure is wasted; crops are damaged; and it is bad for environmental hygiene. 

Source: Hoang Xuan Thanh et al. (2005)

3.2 Farmers’ motivations to increase maize production and commercialisation

So what was the motivation of certain farming households to grow and sell more maize over the past years, and/or continue to use it for household food security? An overview of reasons is given in the table below, according to the typology presented in section 3.1
.

The overview shows that all types of farmers have responded to the comparatively good and stable maize prices, i.e. the market opportunities offered by increasing demand, especially from the animal feed processing industry and because of improved transport infrastructure. This is even the case for the least accessible communities with people who traditionally grow and consume their own maize. 

Another common factor that increased productivity, the maize cultivated area, and commercialisation, appears to be ‘aggressive’ promotion of hybrid varieties by extension services. This has affected all types of farming households, but to a different degree, depending on their need for food security, eating habits, and also marketing opportunities.

The differences between types of maize growers as well as farmers within each group in the typology depend especially on their comparative need to ensure food security and basic income; access to irrigation water and therefore the possibility to grow rice (leaving maize as a secondary crop); and access credit or savings for investment in e.g. fertilizers. Farming households with more land and (household) labour were and are amongst the better off households in their communities, which is also the case for the maize growing households. 

Based on analysis of the three Viet Nam household expenditures surveys, IFPRI (2003) confirms the importance for income and food security of increased maize and rice production in the Northern Mountains. It also points out that poor households increased their crop income largely by achieving higher yields (e.g. from switching to hybrid maize and increasing fertilizer use), while richer households (who already used hybrid maize and fertilizers) increased their incomes largely by expanding the cultivated area
.

Comparatively better off maize growers benefited most from the opportunities offered by favourable maize market conditions. They end up in virtuous cycles, with livestock that they feed from their own maize production, capital that they can invest in maize and pig production, and opportunities for diversification into, for example, trade in maize and (crop, livestock) inputs.

The poorest maize growers, including many ethnic minorities are more and more connected to the market. Maize is an increasingly important source of cash
. Hybrid maize is for sale, and the share of that in cropping patterns is increasing. Rain fed rice and some traditional maize is for home-consumption. They may keep some pigs and other livestock, partly to supplement income, but have not yet fully benefited from synergies between maize and pig raising due to, for example, a lack of investment capital and limited quality of veterinary services.

Reasons to increase maize production and commercialisation in recent years

	A.1
Households who consume most of their own maize as their primary staple food, and also to feed livestock and for other purposes. Few or no pigs.

· Hybrid maize was widely promoted by extension agencies, and its share in the cropping pattern increased even in upland communities in e.g. Lao Cai where fertilizer use is still limited. 

· Hybrid maize contributes increasingly to cash income due to good and stable prices, also in remote upland communities where transport improvements have been limited (from e.g. Lao Cai some maize is exported to China). 

· However, traditional (white) maize remained an important staple food (subsistence crop), especially in ethnic minority, upland communities. It is preferred for e.g. taste. It can grow in poor conditions. 

· Ready to return to local maize for self-consumption if the (hybrid) maize prices would drop significantly.
	A.2
Households who consume most of their own maize as their primary staple food, and also to feed livestock and for other purposes. Many pigs.

· Hybrid maize was widely promoted by extension agencies, and its share in the cropping pattern increased.

· Hybrid maize contributes increasingly to cash income due to good and stable prices. 

· Transport improvements have improved maize demand and accessibility of inputs and credit (for maize & livestock production)

· However, traditional (white) maize remained an important staple food, especially amongst ethnic minorities. It is preferred for e.g. taste. It can grow in poor conditions. 

· Traditional maize is also used for on-farm animal feed and wine making by better off households, for which marketing opportunities have improved.

· Ready to return to local maize for self-consumption if the (hybrid) maize prices would drop significantly.

	B.1
Households whose main income comes from selling maize. Few or no pigs.

· Maize cultivated area and productivity increased, especially from hybrid varieties. There is increasing demand for maize, especially from animal feed processing plants, and the price has remained good and stable. 

· Where roads improved, most farmers, including ethnic minority people have switched from local (white) to hybrid (yellow) maize varieties. This resulted from market opportunities, extension, and access to seeds, fertilizers and credit. 

· Maize is the best alternative for poor coffee farmers in Dak Lak after the coffee price collapsed, is more profitable compared to other crops, and requires comparatively little labour.

· Maize also provides food security; many people still eat maize, especially in the uplands. Taste preferences explain partly why hybrids do not get planted on 100% of the land.

· They may continue to grow maize even if prices fall, and develop animal husbandry (Son La), or combine maize with other short-term crops and boost perennial trees (Dak Lak)
	B.2
Households whose main income comes from selling maize. Many pigs.
· Maize cultivated area and productivity increased, especially from hybrid varieties. This is explained by increased demand and stable and good prices.

· For some farmers with maize and pigs in e.g. Son La and Dak Lak this combination causes relative wealth, and opportunities for livelihood diversification (despite fluctuations in the pig-meat price). Better off households along the main roads have started trading in inputs and maize. They benefited most from maize prices and improved transport infrastructure. 

· These households hire labour for weeding and harvesting and have capital to invest in inputs (fertilizers, seeds). 

· When the coffee price collapsed in 2001, better off farmers in Dak Lak cut down the least suitable coffee trees, and started to intercrop coffee with maize, which is the best alternative crop. 

· They are likely to continue to grow maize even if prices fall, and develop animal husbandry and services further (Son La), or combine maize with other short-term crops and boost perennial trees (Dak Lak)

	C.1
Households whose secondary income comes from selling maize. Few or no pigs.

· Maize is increasingly important in diversifying crop production in e.g. Nghe An, where it is a winter crop on rice fields (replacing for example sweet potatoes), and along river banks (where it replaced peanuts). This is because there is comparatively good demand and a good and stable price, and extension services have promoted hybrid maize. 

· These farmers feed some maize to their own livestock, and sell the rest

· They could easily return to growing other crops like peanuts, beans and potatoes if the maize price would go down.
	C.2
Households whose secondary income comes from selling maize. Many pigs.
· Maize is increasingly important in diversifying crop production in e.g. Nghe An, where it is a winter crop on rice fields (replacing for example sweet potatoes), and along river banks (where it replaced peanuts). This is because there is comparatively good demand and a good and stable price, and extension services have promoted hybrid maize. 

· These farmers reserve most of their maize for feeding on-farm livestock, for which marketing opportunities fluctuate but have recently improved.

· They are likely to plant maize even if maize prices would go down, in order to feed pigs, poultry and cattle.


In short, farmers’ cropping decisions depend on many factors. Different maize growers in different areas will respond differently if there would be a sharp decrease of maize prices, as is briefly indicated in the above table for each group. This complexity is also shown in the figure below. 


This complexity makes any model study (or: simulation exercise) for assessing the impacts of economic integration on the livelihoods of farmers extremely difficult. Nevertheless, this has been attempted and the results are useful, which is shown in the next chapter.

4. Impact of economic integration on maize-based livelihoods

In this chapter we discuss the impacts of economic integration on food security, income and poverty of people with maize based livelihoods. The risks and vulnerabilities from price-shocks and environmental shocks on the poor and the near-poor are discussed. Rural social equality in relation to changes in maize-related market conditions, in terms of income, vulnerability, and demand on labour for food security and family income is also addressed. The relationships between maize farming and pig-raising are analysed with a focus on the poorest, and conclusions are draw regarding future livelihood opportunities under further liberalisation of maize trade. 

4.1 Food security, income, and poverty

It is concluded from chapter 3 that maize is attractive to farmers in comparison to other crops, because there is a market, and also for other reasons. Both the better off and poor farmers grow it. However, cash incomes of most maize growers in Viet Nam are extremely low, as are wages paid to wage labourers on maize farms of the better off. This means that for the majority of (poor, near-poor and medium income) maize growers and workers the profits from maize growing cover basic needs only, not investments in further education of children, mechanisation of production, improvements in protective measures of land, etc. This includes specialised maize growers and farmers for who maize is a secondary source of income only.

Furthermore, maize is particularly attractive to comparatively poor farmers for several reasons
.

· Maize can serve the immediate staple food needs of poor households (who often have small or no rice farming plots) – particularly from traditional varieties that are considered tasty and healthy. Many traditional varieties secure at least some staple food to the household, because they are not susceptible to drought and pests.

· Maize can be grown without irrigation on comparatively low quality land, including hill slopes. This type of land is available to many of the poorer farmers, i.e. it is particularly common in upland communes, and within such communes the poorer farming households tend to use the lowest quality land.

· It can be grown at any scale, including on a few square meters of garden, which is what even the poorest rural people with ill health have and can manage.

· Maize is easy to grow and a low but nearly guaranteed yield requires limited specific knowledge of, for example, planting techniques or pest management. Many of the poor are less skilful than others and get less technical information and training.

· Maize growing requires less labour compared to common alternative crops such as beans and peanuts, whilst many poor households have limited labour available in the household, and little or no capital to hire labour. 

· Investment needs for a minimum yield of maize are comparatively low, in terms of seeds and fertiliser requirements (especially re traditional varieties), and the poor lack capital 

· Maize can be easily inter-cropped with beans and peanuts, yielding additional products from the same field. If done correctly these leguminous crops fix nitrogen that benefits the maize productivity and limits the need for purchasing fertilisers. However, this requires knowledge and additional labour and some investment in e.g. seeds, which not all the poorest farmers have. 

· There is a market for maize and there are buyers (consumers, assemblers) everywhere so the poor do not have to transport their produce far. Maize has become the most important cash income for a large number of upland farmers.

Amongst those reasons for growing maize the marketing opportunities are perhaps increasingly important. Prices of maize and inputs are the only factors amongst the above that can be directly influenced by trade policy, i.e. changes in tariffs and other import restrictions. Following are our main conclusions in this regard.

Impact of past trade policy on overall poverty trends amongst maize producers 

The changes in Viet Nam’s international maize trade policy over the past decades had little impact on maize prices, and therefore little impact on trends in poverty reduction and food security of poor maize growers, with or without pigs. Maize tariffs have been low for quite some time; importation of maize only started a few years ago and has remained limited (see section 2.3). However, the world market and domestic price correlate closely since about 1998 (see section 2.2) and is being kept artificially low by subsidies and ‘support measures’ in the main exporting countries. This means that past poverty reduction amongst maize growers could have been faster: the subsidies are a drag on the price, and therefore their income, no matter whether the actual price is a bit higher or lower. 

The poorest farmers did not use fertiliser on maize on sloping fields until just a few years ago, and still apply comparatively little. Fertiliser import limitations have been eased and prices have come down, but with the rise in oil prices some fertiliser prices have gone up. Subsidies on fertilisers for the poorest communities and farmers are reducing, but they have always been targeted on farmers who focus mainly on subsistence production, and it is of very limited importance to maize growing (see section 2.6).

This conclusion is supported by analysis of poverty trends amongst maize growers (with and without pigs) compared to poverty reduction trends of the general Vietnamese population. Because the rate of poverty reduction of these sub-groups is very similar
 we can conclude that maize price differentials have had very little impact on overall poverty trends. In fact, maize prices have fluctuated seasonally but have remained quite good and constant over the period, i.e. influences other than trade regulation have not caused a strong drop in price (see section 2.2). 


There are however differences. Poverty rates (by international criteria) amongst maize growers are much higher than the overall Vietnamese population
. The rate of poverty reduction over the 1993-1998-2002 period is slightly slower than average, especially amongst maize growers without pigs. Maize is important for many farmers and especially many of the poorer farmers, and diversification into higher value products such as pigs is a key element in a virtuous cycle. 

Analysis of poverty gap in 2002 among different groups of maize growers shows that the gap is biggest among maize growers who do not raise pigs (0.21), which is also the poorest group among the maize growers. Households both producing maize and raising pigs, which are the least poor among the maize growers, have the smallest gap (0.13). Across regions the poverty gap of maize growers is the smallest in the Mekong River Delta and South East, and the biggest in the North West (0.28) and Central Highlands (0.23). The poverty gap in ‘zone 3’ or ‘Programme 135 communes’ (the ‘poorest and most difficult’) is bigger than that in non-135 communes. The poverty gap is also high for the ethnic minorities. Put differently, the higher poverty rate that a group has, the bigger the poverty gap in the group
. 

From the analysis of poverty gap, we conclude that to keep the parallel poverty reduction trends in the above graph and prevent a widening of gaps in the context of further economic integration is a challenging task (see section 4.2 for more on inequalities).

Possible impact of maize tariff reduction on future poverty reduction rates

With tariffs already low, it is likely that further reduction of tariffs to 5% or 0% and elimination of quantitative import or export restrictions (see section 2.3) will have only limited effect on overall poverty levels. However, combined with other downward pressures on the domestic maize price, the tariff reductions may affect some of the very poorest maize growers, especially those who do not have the means to raise pigs.

Tariffs on maize are low already and decreasing them further will have a small impact on price, but a negative impact, no matter what the actual maize price is. Elsewhere in this paper we discuss the possible future maize price developments in the world market and domestic markets. But tariff reduction is in all cases a downward pressure on the maize price, and amounts to a maize-income loss of Vietnamese maize growers, also if the price goes up. Here we are concerned with sensitivity of income and poverty levels for tariff reductions and other (possible) downward price pressures. 
A simulation exercise using data from the VHLSS 2002 demonstrates how maize price reductions could affect maize growers
. It assumes lower maize prices in the domestic market (because of combined downward pressures), without changing much else in market conditions and farmer behaviour. It looks at how sensitive poverty levels are for different scenarios, i.e. with the maize price reduced by 5%, 10% and 20%. 

The effect of price reduction on the poverty rate of maize growers is small, varying from 0.14% to 0.37% for all maize growers, for the 5% and 20% scenario respectively. However, if the maize price is reduced by 20% the poverty rate of maize producers who do not raise pigs would increase by 0.52%, i.e. those who also raise pigs are less affected. This is shown in the table below.

Simulated Effects of Maize Price Reductions on Poverty Rate of Maize Producers (%)

	
	Maize producers
	Maize producers raising pig
	Maize producers NOT raising pig

	Current poverty rate 
	51.90
	49.65
	61.10

	Poverty rate after 5% price reduction 
	52.04
	49.82
	61.14

	Changes in poverty rate
	0.14
	0.17
	0.04

	Poverty rate after 10% price reduction 
	52.08
	49.86
	61.17

	Changes in poverty rate
	0.18
	0.21
	0.07

	Poverty rate after 20% price reduction 
	52.27
	49.99
	61.62

	Changes in poverty rate
	0.37
	0.34
	0.52


Source: calculations with VHLSS 2002 data by Nguyen Thang et al. (2005)

The effects of price reduction on specialized maize growers would be bigger. The simulation shows that for the 5% and 20% scenario, the poverty rates of the maize growers whose maize value is more than 50% of crop value could increase by 0.73% and 1.76%, respectively.
Simulation results by regions show that the effects of price reduction, even for the 20% scenario, are negligible for maize growers in Red River Delta, North East, North Central Coast and Mekong River Delta. In the maize-specialised regions (North West, South East and Central Highlands) the effects on poverty would be bigger. 
There are several reasons why such price reductions would not have a strong negative impact on income and overall poverty levels of maize growers. Income from maize accounts for a small share in total household income of the majority of Vietnamese maize growers. The price levels are good, compared to production costs, even with a maize price reduction of 20% (for the situation in 2002, as VHLSS data from that year were used for the simulation exercise). However, maize farmers who depend more on maize for crop-income and who live in the maize specialised regions are much more sensitive to maize prices, and their poverty rates could increase quite strongly, even with a price reduction of 5%. 
It is important to stress that these scenarios are part of a simulation that provides insight in sensitivities, not a prediction. The world market price is expected to remain stable or show a modest upward trend over the coming years, especially as a result of increased demand in China, meaning that China may stop exporting subsidised maize and even start importing maize. However, price-predictions over the longer-term (4-5 years and beyond) are not trustworthy, and world market prices could go (strongly) up or down, for a range of reasons (see sections 2.3 and 4.3). This does mean that combined downward price pressures could add up to the simulated values in future, including the 20% price reduction scenario. 

The combined downward pressures on the domestic maize price (tariff reduction, improved trade efficiencies and import volume) could be off-set by reduction in maize-production costs in Viet Nam; and crop diversification (i.e. grow other crops than maize). However, the simulation cannot and does not ‘model’ these responses. The VHLSS 2002-based simulation cannot deal with the time factor either, i.e. it does not provide insight in different timing of possible effects of maize price reductions. 

For example, if there are positive effects on labour opportunities and on the costs of animal feed from maize tariff elimination, the negative effect on marketing maize may come first, and the positive effects on reduced animal feed prices may be delayed with a year or longer. In other words, the terms for Viet Nam’s WTO accession should not only be about tariff tables and weighing advantages for some against disadvantages for others, but also about a transitional period, so that there is time to adjust cropping patterns, for example.

Vulnerability of ‘near-poor’ maize growers

The vulnerability of the ‘near-poor’ maize growers is of particular importance. They are defined here as households above the poverty line but below the level of 1.1 times the poverty line. With a maize price decline, they are likely to be the first to fall below the poverty line. From the analysis of VHLSS 2002 data, the percentage of households producing maize who are near poor is nearly 9% of all maize growers
. Viet Nam has around 17 million households
, and 26% of those were maize growers in 2002 (nearly 4.5 million households), of which about half are poor. Of the maize growers an estimated 400,000 households were near poor in 2002.

The results of simulation for different maize price reductions, including 5% (tariff elimination), 10% and 20% (tariff elimination combined with a range of further downward pressures on the maize price) suggest that of the group of near-poor a significant section would fall back into poverty
. The 5% price drop could take 2% of all the near-poor into poverty, or roughly 4,000 households. A 20% price drop could take 5% of all the near-poor into poverty, or roughly 20,000 households. The percentage of near-poor falling into poverty with a 20% price shock could be as high as 23% of the near-poor in North West, 14% of the near-poor in Central Highlands, and 10% of the near-poor in 135-communes. For the near-poor among maize growers whose maize value is more than 50% out of crop value, the 5% and 20% price drops could force 11% and 26% of them back into poverty.

The simulations show that the livelihoods of certain groups of people are very sensitive to the price level of maize. The total number of near-poor households falling into poverty would be too small to show up in overall poverty reduction trends. However, the data do show that maize has a very important role in the livelihoods of the poor and the near poor, and significant groups of Vietnamese people are vulnerable for maize tariff reduction combined with other market-integration aspects, which would do harm rather than good. These people are not helped by the (potential) reduction in the price of processed animal feed, because few of them use that and their dependency on pig raising is very limited.

4.2 Inequalities 

Possible impact of maize tariff reduction on specific groups of maize growers

The percentage of all Vietnamese farmers who grow maize is very high, especially amongst ethnic minority people (groups A.1, A.2 and also B.1, B.2 in the typology in section 3.1). Although the national average dependency on maize for food and income of Viet Nam’s 4.5 million households who grow maize is limited, it is still significant for a large number of specialized farmers in some of the focus provinces (groups B.1 and B.2). An estimated 1.8 million households of the poorest and near poorest quintile among the maize growers are comparatively dependent on maize and the percentage of maize in their food intake and income is much higher than the national average for all maize growers (especially in groups A.1 and A.2). The average in importance of income from maize for the ‘poorest quintile’ of maize growers still hides the high importance of maize for a smaller group. 

The simulation exercise with VHLSS data of 2002 shows a difference between maize growers with and without pigs in terms of vulnerability for maize price drops in future. The ‘with few or no pigs’ have a higher chance of being affected by lower maize prices and falling back into poverty (especially groups A.1 and B.1, also C.1). There is also a difference between Kinh/Hoa and ethnic minority maize growers, with poverty rate increases under the 20% price reduction scenario of 0.21% and 0.65% respectively. But this still concerns national averages, and does not do full justice to diversity amongst maize growers. Indeed, the effects on poverty rates in Dak Lak and Son La of a 20% price reduction according to the simulation exercise would be around 2% (especially households in B.1 and also in B.2 in the typology)
. These are provinces where poorer and better off maize growers are specialized, and comparatively dependent on maize. 

A micro-simulation based on commodity chain analysis in case of maize tariff reduction to 0% (i.e. price reduction) in the four surveyed provinces
 confirms the different effects of lower maize prices on farmer’s maize incomes in different areas:

· Maize income of farmers in highly specialized and well-integrated communes (Co Noi in Son La) would be affected much more than that in less specialized and remote communes (Phieng Pan in Son La), because maize dependency and production costs of the former are much higher. 

· Within the highly specialized and well-integrated communes, effects on maize income of the poor will be largest because the poor there are much more dependent on maize and their maize production costs are rather high.

· Within the less specialized and remote communes, effects will not be very different for different wealth groups, because lower prices for the poor are off-set by lower production costs.

· In diversified communes (Tuong Son and Binh Son, Nghe An) the total effect would be small, because income from maize production is a small portion in total household income, and the lower maize prices are offset by lower costs of maize for pig farming. Differences in effects for different wealth groups are small.

· Between the surveyed provinces, income of maize farmers in Dak Lak will be affected more than that in other provinces, because production costs (e.g. hybrid seeds, chemical fertilizers, mechanical services, labour) in Dak Lak are much higher compared to Son La or Nghe An. This finding is confirmed by the simulation exercise based on VHLSS 2002 data (see Tables 7&9 in Annex 1).

· Decreased prices would have limited effects if households would switch to more effective trading channels, i.e. if especially the poor would be able to improve their terms of trade.
Terms of trade

Several marketing chains for maize co-exist in one area, including all possible actors (local collectors, small agents, big agents, transporters, trading companies, animal feed companies). Poor maize growers often participate in a ‘long chain’ and are more dependent on others than better off farmers. The latter often sell directly to transporters or trading companies and get better prices by cutting out some of the middlemen
. This is illustrated in the table below.

Maize trade of the surveyed farmers 

	
	% Maize sold
	Selling prices (VND/kg)
	% sell to collectors/ assemblers
	% Maize income in total HH income

	
	Poor
	Better-off
	Poor
	Better-off
	Poor
	Better-off
	Poor
	Better-off

	Eakar district, Dak Lak province

	M'ar
	99.0
	98.0
	1192
	1244
	53.8
	25.0
	59.10
	42.94

	Đồng Tâm
	100.0
	96.0
	1255
	1259
	-
	-
	71.93
	43.68

	Ea Sô
	89.0
	87.0
	1139
	1348
	78.6
	14.0
	34.46
	34.61

	Anh Son district, Nghe An province

	Bình Sơn
	56.6
	31.25
	1727
	1816
	87.7
	0
	13.61
	9.59

	Tường Sơn
	59.0
	22.0
	1795
	1830
	81.25
	66.67
	28.06
	15.06

	Mai Son district, Son La province

	Cò Nòi
	97.20
	96.10
	1857
	1966
	77.78
	63.64
	78.08
	61.54

	Phiêng Pằn
	89.74
	90.97
	1529
	1731
	60.00
	81.82
	76.27
	65.10

	Bac Ha district, Lao Cai province

	Lùng Phình
	29.02
	35.35
	1530
	1537
	93.94
	100
	27.43
	10.91


** 
For the purpose of this survey the poor are defined as households whose income per capita per month is less than  VND150,000.

Source: Dao The Anh et al. (2005)
The poorer maize growers often sell at a lower price, immediately after harvest
. Farmers who live in the remotest areas that are least accessible by traders usually get the lowest prices. Analysis of a marketing chain from Lao Cai to the Red River Delta shows that the price difference though transportation agents is VND 240 per kg of traded maize, i.e. around 15% of the farm-gate price. This is VND 170-180 in Son La, Nghe An and Dak Lak
.

Terms of trade of the poor maize growers in 4 selected provinces

Son La

Farmers in Co Noi and Phieng Pan communes sell more than 90% of their harvested maize. The poor, especially in areas of intensive maize farming (Co Noi), rely strongly on local collectors for input financing on the basis of deferred payment, so they have to sell most of their maize to the collectors at lower prices. The better-off have more freedom to sell their products; they can preserve maize for longer time (from September to even after Tet holidays in February) in order to get higher prices. The better-off buy more inputs directly from the state supply sources, and they sell their maize to agents or transporters. Improved roads contribute much to the expansion of hybrid maize, and to the market access of the farmers in remote communes (Phieng Pan); the collectors are much more active there to “invest” inputs on the maize farmers, mainly the poor and also a considerable ratio of the better-off, and buy back products after harvest. Some agents invested a few hundred million VND to build a road for remote villages and now have the exclusive right to buy maize from villagers for some years.

Dak Lak

The farmers in Cu Hue and Easo communes sell about 90% of their harvested maize. In easily accessible and Kinh-majority areas more than 90% of the poor rely on private traders for input financing, and they are disadvantaged in maize trade compared to the better-off. In remote ethnic minority areas, the poor invest much less on fertilizers and many of them still use local maize varieties, so they rely less on local traders for input financing. However they face other difficulties (e.g. no transport means, small volume for sale) and they still have to sell most of their maize to local assemblers or agents, for comparatively low prices.

Nghe An

The trading network for maize has developed since 1998 but specialization is not high. The transporters have an important role in marketing. Because pig farming is strong among the better-off farmers, they tend to reserve a large amount of maize for their own use, compared to the poor. The state supply of inputs is still dominant and only 10-20% of the maize farmers including the poor rely on private traders for input financing. The poor sell their produce to local collectors and receive lower  prices, but the difference in selling prices between the poor and the better-off is smaller when compared to mountainous/ethnic minority provinces.

Lao Cai

In mountainous communes such as Lung Phin, the commercialized maize production is still low (no more than 50%). Though state supply of (subsidized) maize inputs is strong, many ethnic minority farmers still use local varieties on hill side terraces. They use little fertilizer and are not strongly dependent on private traders for input supply. Maize is mainly for self-consumption. The role of the weekly market (“cho phien”) is important in maize marketing because poor farmers often sell small quantities of maize in order to have cash to buy basic necessities. In this market all farmers can sell at the same price. The trading network for maize is not yet very developed. The agents (from Bac Ha) often go to the weekly markets to buy maize. There are few local collectors in the villages, who work for the agents and get an agreed stipend per kg of maize bought. Long distances and bad roads to the lowland markets leads to lower selling prices. The small-scale exports of maize to China only happen in some remote border communes. 

Source: Dao The Anh et al. (2005)

Many of the poorer maize growers take loans from local collectors to finance inputs, which are not always on favourable terms and usually need to be repaid at harvest. The poorest group, however, are often not qualified in the eyes of the local traders for input financing, so they use less fertilizer, or none. Many of the poorest and remotest farmers have no means of transport and must sell products to local collectors/assemblers, so even if they are not indebted they receive a relatively low price – the transport question is seen as the primary problem by farmers in Lao Cai. In addition, many do not have appropriate conditions for product drying and storing, and must sell fresh products right after harvest.

Despite benefits from good maize prices for all maize growers, including the poorest, there are thus inequalities between maize growers in terms of farm gate price. Downward pressures on price do not reduce those troublesome pressures, i.e. lower terms of trade for poorer farmers, but compound the problems. In the worst cases lower prices would result in a downward debt spiral, with farmers borrowing on bad terms in order to repay earlier loans, having to invest in fertilizer in order to repay, getting comparatively lower prices, etc. 

This leads to the conclusion that any downward pressure on the maize price should be avoided, because it could limit the choices of the poorest farmers further, especially those in the poorest and remotest communities. This is a drag on rural poverty reduction, particularly in provinces where maize has become an important crop. And even if the scale of this phenomenon is too small for it to show in average poverty reduction rates, it can be locally significant and cause greater intra-community and intra-regional inequalities. The differences in terms of trade are explained for the different provinces in the box above.

Gender differences

Over the past 5 years increased maize production and commercialization has brought several changes to women’s lives.

Food security is better, and women as primary carers worry less about the family diet. Some women explained that with increased income from maize they were able to increase personal expenditure, for example on clothes. This indicates that women have at least some control over the increased household budget.

Women are busier with expanded maize production on their family farms and are primarily responsible for sowing, weeding, harvesting and also selling. Men carry out ‘heavy’ or ‘technical’ work, including ploughing, buying inputs, applying fertilizers, and spraying pesticides – their workload has also increased, but less so, according to the research findings.

Maize production on a larger scale, by the better off farmers, often requires hiring seasonal workers. More men than women are involved in wage-labour for maize production, because it is more convenient for men to work away from home and employers prefer to hire men. The poorer maize growers resort to labour-sharing arrangements (‘doi cong’), for which the burden usually falls on women. However, the mechanisation of maize milling has reduced the work burden of many women. Women are also primarily responsible for feeding animals, and especially Kinh women are involved in pig raising.

In Dak Lak, men were and are mainly responsible for coffee production. When the coffee prices dropped many households switched to maize production, in which women have conventionally a larger responsibility and usually do more than half the work. Many interviewed women expressed the wish that coffee prices will rise again, if only because it would reduce their work burden.

In subsistence production cases, which predominate in Lao Cai, the imbalance in increased workload is less pronounced, as ethnic minority spouses often work together in the family fields, and they often go together to the weekly market (‘cho phien’) to sell some maize and buy basic necessities for the family. 

Limited access to land and credit, and limited labour available in the household prevents the poorest households from capturing the full potential benefits from expanding maize production or other crops. Indeed, female-head households are often among the poorer group in the community and suffer many disadvantages
.

Maize traders have expanded their operations with increased demand and supply, and market integration. In the surveyed upland communities, most maize collectors/assemblers, and also the bigger agents and transporters are men. Some women are local collectors or run small shops. Those are usually Kinh women, i.e. ethnic minority women have not participated in the expansion of commerce-based maize-related livelihoods to the same extent.

4.3 Price changes

Vulnerability for maize price reduction

At current production costs a 20% reduction in the maize price keeps maize still quite profitable (see section 2.2: the domestic price fluctuates around VND 2,000 per kg, with an estimated production cost of VND 1,000 per kg). A 50% price reduction would eliminate maize profitability and have strong effects on income and poverty rates, but it will also strongly affect farmers’ decisions re cropping patterns. The simulation keeps farmers’ cropping patterns constant, i.e. does not ‘model’ changes in cropping patterns. Because of this, a 50%-drop simulation is not very useful.

How likely or realistic is a strong price drop in maize, in the short and medium term? The world maize prices are showing a modestly upward trend (see section 2.2). Domestic production cannot fully meet the increasing demand of maize for animal feed, and this imbalance is expected to continue in the coming years. A small reduction in maize grain tariffs (e.g. from 7.5% to 5% under AFTA/CEPT agreements) is unlikely to stop the current upward price trend in domestic maize prices (in 2004 and early 2005). 

In April 2005, the domestic maize price was high, around VND 2,500 per kg
, and normal domestic seasonal fluctuations suggest that this will rise further until August, when Son La maize starts becoming available. With larger annual import volumes the seasonal fluctuation would be smoothened out more by the world market price. 

A strong price drop in maize is not expected in the short to medium term (2-3 years). The effects of trade deregulation, i.e. tariff reductions under AFTA and the WTO are expected to be ripples instead of shocks for maize growers, including the poorest and remotest farmers, because strong demand more than compensates for the downward pressures of trade deregulation, improving transport efficiencies, and enhanced competition between traders.

However, a decline in maize prices in the medium to long term (4-5 years and beyond) is possible, from the combined effect of further tariff reduction (to 0%) and various unpredictable external changes (weather in Viet Nam and other countries; changes in international trade agreements; changes in subsidies and other support measures in the USA, changes in demand from animal feed processors and the livestock industry, etc.). This means that vulnerability for prices is limited, but it exists, especially in the medium to long term.

Vulnerability for increasing fertiliser prices

In many ethnic minority and mountainous areas maize has become the most important commodity, and farmers have become more dependent on the market, for buying seeds and fertilizers and for selling maize in order to buy basic household necessities. This transition from a subsistence economy to a market economy is the big change for most upland farmers in recent years. This includes a transition from saving and using local/traditional seeds to buying hybrid seeds and chemical fertilizers. 

Many maize growers from all surveyed provinces and income groups, and especially women-respondents see high prices of fertilizers as their biggest concern, especially the price of urea, which depends on oil prices. Fertilizers can account for 70-80% of total investment costs of maize cultivation. The prices of urea in the surveyed sites have increased by 50% in the past two years, from VND 3,200 per kg in 2002 to VND 4,500-4,700 per kg in 2004 – this obviously affects the estimated maize production costs of VND 1,000 per kg, which is used elsewhere in this text. The poorest farmers apply less fertilizer on maize, or none, so not all of them are equally concerned about fertilizer prices
. 

The maize price was good in recent years and is currently getting better, which offsets higher fertilizer prices. However, profitability is under pressure, and oil prices are expected to remain high or increase further over the coming years, whilst farmers tend to use more and more fertilizers, even to just maintain their maize yields, because of decreasing natural fertility – this is one of the environmental factors discussed in the next sub-section.

Exchange rates

A difficult to predict but very important factor in terms of domestic maize prices is the exchange rate between the US$ and the VND. The USA is running up a historical current-account deficit and Government debt. This has caused the dollar to lose value against the major currencies, i.e. the euro and the yen. This situation is unlikely to be reversed and most economists expect the dollar value to slide further. The VND is effectively pegged to the US$, though it has lost some value even in the past 2 years.

The largest economies in Asia, notably Japan and China, are buying dollars in order to limit the increase in the value of their currencies against the dollar and maintain the competitiveness of their export products on the USA market. This seems to have impact, but there are limits to their ability to follow this policy, and therefore risks that the reserves in dollars that they are building up will eventually devalue with a further slide of the dollar. This means that they are financing the debts of the USA Government and consumers. China is considering to allow an increase in value of the yuan against the dollar (it has been pegged to the dollar since 1996), partly under threat of protectionist measures from the USA.

Viet Nam has no influence in the global currency markets. Maintaining the peg against the dollar whilst the dollar value reduces further would mean that Vietnamese export competitiveness in e.g. Europe and Japan improves. Imports from most countries would become more expensive, except for those from the USA, traded in dollars. Since most internationally traded maize is exported from the USA it will be traded in US$ for a long time to come. This scenario would have limited or no impact on the domestic maize price, but have other effects.

If China revalues its currency modestly against the dollar Viet Nam could follow suit without losing competitiveness in the Chinese market (which is very important for Viet Nam). Furthermore, if there would indeed be a further slide in the dollar value, neither China nor Viet Nam would find it easy to maintain their pegs to the dollar, for a range of reasons. This is the most likely scenario, and means a downward pressure on the domestic maize price. Whether this will be strong or weak is impossible to predict, but it is clear that maize farmers are vulnerable to a strong fall in the dollar.

The situation is different for oil, to which the urea fertiliser price is related: some oil exporting countries are considering to trade at least part of it in euros. However, it is unclear whether this will happen at a large scale. The likely effect on the fertiliser price from US$ devaluation against other currencies is therefore extremely unclear: if traded in dollars the imports into Viet Nam could become cheaper with a falling dollar, but if traded in euros there may be no effect, or the opposite effect.

4.4 Environmental shocks

Production of maize can be environmentally problematic and it can also be part of highly sustainable cultivation systems – this depends on many factors. However, environmental risks associated with maize cultivation seem to be increasing. This makes the (market-related) gains of the past years unsustainable, i.e. it poses risks for the sustainability of local livelihoods.

The poorest maize growing households, with least labour available and least cultivation knowledge are most at risk. Environmental sustainability can improve, but that requires investments, which especially the poorest cannot afford. State investment in for example terracing of fields and agricultural extension is limited.

Unsustainable maize production on sloping land

Growing maize on hill slopes is becoming more environmentally unsustainable:

· Intensive monoculture maize cultivation on hill slopes is becoming more common, but it offers no protection to topsoil. Hill slopes tend to have shallow soils, which are not well protected from rain by a monoculture maize crop. This means that there are high risks of soil erosion, and in a short period of a few years topsoil may be eroded away, rendering the land useless for many years afterwards. Research results show that, without leaving land fallow, intercropping maize with cassava or beans, and/or protective measures such as terracing, one hectare of continuous maize monoculture could lose 12 tons of top soil every year, and soil quality could seriously decrease
. 

· Crop rotation cycles are shortening in the uplands, because of increasing population, restrictions on expanding into forests, and increased market demand for maize. This means that the traditional land fallow period has shortened dramatically, from up to 30 years to 1-2 years, and in some cases hill slope land is no longer left fallow at all. This is associated with decreasing natural fertility, increasing risks of topsoil erosion, and increasing risks of land slides. 

· Hill slope land has in many cases low natural soil fertility, and monoculture and reduction of the fallow period causes soil fertility depletion. This increases the need for fertilizers, indeed, surveys show that most farmers have to apply more and more chemical fertilizers to maintain maize productivity. This trend is reducing profitability and the competitiveness of maize grown on sloping land
. The use of manure and bio-fertilizers for improved sustainability and reduced costs of maize farming is still very limited. Animal dung is difficult to transport up hill in sufficient quantities and requires much labour to spread over the land, compared to chemical fertilisers. Many farming households have insufficient quantities of organic fertiliser. However, organic fertiliser has advantages over chemical fertiliser, for example because it maintains the soil structure. Maize growers have not increased their pig farming by much over the past years. The availability of animal dung per unit of maize land is not significantly increasing, and in some cases decreasing. 

Environmental issues related to maize growing in 4 surveyed provinces

Son La 

Maize is grown on hill slopes. Soil erosion is a big challenge, and may have serious consequences in the coming 5-7 years. There were 35,500 ha of maize in the province in 1998, and by 2003 this increased to 64,900 ha. People in remote areas are still leaving land fallow for a period of a few years, but the period is becoming shorter. Some cultivation models that prevent soil erosion have been developed, but they are applied only on a very small scale. Some farmers use high doses of chemical fertilizers (300-400kg of Urea and 800-1,000kg of NPK for 1 ha), without much manure, so soil structure is deteriorating. In order to maintain yields, farmers apply increasing amounts of chemical fertilizer, so the costs are increasing and the competitive advantages of maize are reducing. 

Dak Lak 
The area of maize in Dak Lak has increased very fast over the past years. The replacement of coffee with hybrid maize on a large scale has increased the danger of soil erosion. In addition, a large area of forest has been cleared to grow maize. Growing maize is much easier than growing coffee, and the latter requires higher investment. Maize monoculture with 2 crops per year poses a threat of soil fertility depletion, even though natural soil fertility in Dak Lak tends to be high. 

Nghe An 

Maize is grown on rice fields, flat or gently sloping land and river banks, which is not as environmentally risky and soil erosion is not a serious threat. Maize is grown on the river banks in a rotation with 2 crops of maize and 1 crop of beans, with good financial results. The maize crops rely heavily on chemical fertilizers. Poor households apply manure and also chemical fertilisers to their rice fields, and only chemical fertilisers to the additional crop of maize in the same field. By 2003, the amount of chemical fertilizers used had increased by an estimated 15-20% in comparison with a few years ago, according to farmers (except for riverbanks that are flooded annually and fresh alluvial sediments bring fertility). However, the price of urea fertilizer increased and profitability decreased.

Lao Cai 

In the uplands many terraced dry-rice fields are now used for maize. Soil fertility is decreasing and maize yields are low. It is difficult to grow hybrid maize on steep hill slopes, and there are risks of cold spells and torrential rains. The fallow period is becoming shorter or has disappeared, so natural soil fertility cannot recover. Fields are steep so it costly to make terraces, and the cropping area per field is limited, which is not efficient. The tradition to harvest late is not suitable for hybrid maize grown in mountainous areas where it is cold and wet and hybrid maize may start to rot. Farmers mainly use nitrogenous fertilizer and not much phosphate, potassium and manure. Some traditional practices such as intercropping maize with local beans have disappeared.

Source: Hoang Xuan Thanh et al. (2005)

· The practice of intercropping maize with beans can be beneficial for topsoil protection and maintaining soil fertility, if done correctly. Micro-bacteria associated with beans fix nitrogen from the air, and the bean plant covers the bare soil in between maize plants. However, the practices of inter-cropping maize with local beans, and rotating maize with other crops is gradually reducing due to the market demand for maize. 

· Growing maize can bring immediate cash and some farmers expand the maize area by cutting forests, even though that is commonly banned or discouraged (some slash and burn cultivation still exists). This includes some old forest stands in Dak Lak. This affects the people themselves indirectly, for example because many also collect non-timber forest products as a secondary income, food or medicinal plants and products for personal use. Deforestation also has secondary effects such as a reduction of the water retention capacity of the river basin, which potentially affects local people and those downstream because rivers will carry less water in dry seasons. In addition, there is a conflict between (recent) forest master-planning by local authorities that includes areas with long-existing terraced maize fields of local farmers; this is not yet resolved in for example Lao Cai.

· The above box presents environmental risks. Most farmers recognise the risks of low and lowering land fertility (‘no fertilizer, no maize’). But especially the maize growers in Son La, Lao Cai and Dak Lak do not have alternative income earning activities that are as profitable as maize. There is a stark difference in farmers’ responses in this regard, illustrated by the survey results of 280 farmers in four provinces, as follows.

Respondents recognizing the limitations of current maize cultivation (%)

	Limitation
	Dak Lak
	Nghe An
	Son La
	Lao Cai

	Low land fertility
	87.3
	85.3
	81.1
	83.3

	No alternatives
	81.3
	32.3
	75.4
	100

	High fertilizer prices
	62.2
	78
	33.2
	50

	Transportation difficulties
	23.9
	23.8
	35.7
	66.6

	Low maize prices
	12.1
	9.5
	5.7
	0


Source: Dao The Anh et al. (2005)

Other environmental risks factors

Maize production carries many other risks, which particularly affect the poor, including the following
. 

· Rain fed maize can be affected by drought. For example there was a severe crop failure in 2001-2002 in Dak Lak province due to drought. In 2004 and early 2005 several provinces suffered drought. In Mai Son district (Son La), the yield in 2004 was 30-40% lower than in normal years, whilst some areas suffered total loss due to drought. The further expansion of the second maize crop in Son La (summer-autumn crop) is not possible due to a lack of water, and a lack of maize varieties with a short growing-cycle, but farmers would be interested in it.

· The highest mountainous areas are particularly prone to cold weather spells and also torrential rains, which can destroy maize crops. These are also the areas with the steepest slopes and generally the shallowest soils. Furthermore, commercialisation of maize is hampered by transport difficulties. 

· Many hybrid maize varieties are particularly sensitive to weather conditions, and some are sensitive to pests, i.e. there is still a lack of hybrid seeds that are resistant to those conditions. This means that especially the expansion of high yielding varieties in the highest areas with risks of cold weather and the areas most prone to drought is not rational for farmers and local authorities. 

· The quality of hybrid seed is sometimes not guaranteed. Farmers take risks when they are not quite sure of the origins of seeds and cannot get a quality guarantee. There are also some bad experiences with seed quality of newly introduced varieties.

· The practice of free grazing and roaming livestock is still common, especially in uplands. This causes problems for maize growers, for example where maize is the second crop in rice fields (in valley lands), and fields on slopes that are not fenced and that are in areas where villagers cannot protect their crop continuously. Cattle also destroy newly planted trees in the hilly areas, with secondary environmental effects.

4.5 Impacts on animal feed prices and pig-raising 

The majority of Viet Nam’s maize growers are poor or near-poor farmers. Most of them also keep pigs, but at a very small scale. Maize, and also pigs are important for subsistence and for (basic, though often secondary) income. Only very few of the poor and near-poor farmers purchase processed or un-processed maize to feed pigs. The farmers who do are mainly middle income and better off maize growers and other farmers, and especially lowland farmers who are also likely to have other sources of income and opportunities to diversify when maize or pig-meat prices drop. Most of the industrial animal feed is currently for pigs and chicken raised by comparatively better off farmers who keep livestock at a larger scale. 

The survey in mountainous and ethnic minority communities suggests that the link between maize growing and cattle raising (buffaloes, cows) is in fact closer than the link between maize growing and pig raising. Regression analysis with VHLSS 2002 data shows that being a pig raiser does not correlate with higher household income from maize. Also, it shows that having one more self-employed or wage worker in the household negatively correlates with per capita income from pigs of the households
. There seems to be a conflict of labour requirements between maize growing and pig raising, which is confirmed by in-depth observation in selected communities. Upland farmers who possess large maize fields do not have enough labour to raise pigs intensively (see also section 3.1).

Demand and price fluctuations over the past years for pig-meat have limited profitability, especially for small scale pig-raisers. Thus, expansion of cross-bred (white) pig raising in upland maize growing areas to stimulate synergy with maize growing (i.e. more pigs, more manure for maize, better soil fertility and structure, more maize…more income from both maize and pigs) is not obvious. Perhaps the development of local breeds of (black) pigs under improved extensive farming to meet the demand of niche markets is more promising. Furthermore, cattle keeping may be a better strategy, especially because of traction.

Processed animal feed prices do not fluctuate as do maize prices, and the correlation with the maize price is limited, despite the importance of maize as an input in terms of volume and weight. Animal feed prices are determined by many other factors, and reducing or abolishing the current tariffs on maize grains would not mean that animal feed prices would reduce by much, if at all. Maize based processed feed is also used for chickens, and the avian flu as strongly affected the demand for chicken feed. This pressure on profitability of the processed feed industry is a short-term, additional reason to expect that the maize price difference following tariff reduction may be taken as a small profit by the feed industry. 

Protecting the maize price and hence maize growers with a tariff of 5 or 7.5% is therefore not a serious disadvantage for the animal feed processing industry, it will not affect much their import decisions; it will not affect negatively the large majority of poor and near-poor farmers. The impact on pig-meat prices will be negligible. 

4.6 Impacts on livelihood opportunities: generating investment?

With reference to the overall research question (see chapter 1) we can conclude from the previous sections in this chapter that past maize trade liberalisation has had no impact on the livelihoods of poor maize growers. Impact of further reduction in maize tariffs is expected to be small, but negative: 

· a loss in income; and a fall back into poverty of some, if maize prices would become low for a combination of reasons; 

· increased vulnerability to maize and also fertiliser price fluctuations, especially of near-poor maize growers; 

· all maize growers will benefit from relatively good prices and profitability, but inequality will increase further, including additional work burden for women; and 

· there are no expected gains for pig raisers (many of who are among the over 2.5 million poor and near-poor maize growing households). 

Maize growers are poorer than average; they have fewer healthy adults of working age; more dependents; fewer assets; and are likely to be ethnic minorities living in poor communes. The majority of poor, ethnic minority maize growers diversify their income sources instead of focusing entirely on maize farming, as part of normal risk-avoidance strategies
. However, especially the poor in commercialized maize areas often rely strongly on maize. 

The parallel poverty reduction trends in the figure in section 4.1 do not necessarily mean that ‘maize farmers could as well have grown something else’. It is more likely to mean ‘because of good maize prices they still got out of poverty at a good rate’. The primary reason for poor and also better off farmers to expand maize and increase productivity is that economic efficiency and marketing opportunities are good compared to alternative crops, for example, terraced rice and beans (in Son La, Lao Cai), sweet potatoes, peanuts, sugarcane (in Nghe An) and cotton (in Dak Lak)
. In the lowlands and on river banks there are possibilities for crop diversification, but in other areas this is limited by soil, weather and other conditions. 

The data suggest that the poorest groups (also) benefit from maize growing, and that many of them have limited alternative crop choices given their conditions. Apart from price, alternative crops would also have to grow well on hill slopes, require limited labour inputs, etc.  Poor farmers explained that
: (a) they currently have no options that generate better income and they find it difficult to switch to other crops and livelihoods for lack of capital, labour, and/or knowledge; and (2) they feel disadvantaged compared to their better-off neighbours, because they have less access to (high quality) land, they lack cash and credit, labour, and tilling power (see also section 3.2). 

The possibility for further expansion of the maize-cultivated area is limited
, and in some places this may reduce in the near future. In mountainous provinces maize farming on the highest fields near hill tops is competing with forest plans, and in the Central Highlands maize farming may reduce when coffee prices recover. Increased maize production has provided opportunities for maize-related services, i.e. preparing land, providing inputs, transporting, and pre-processing products. These services are creating jobs and income, especially for somewhat better-off local farmers and traders. 

The share of self-employment in maize growing households (54.2%) is higher than the average level of all rural households (46.5%). The survey in four provinces finds that one of the common strategies of the poorest rural households is to sell labour to better-off farmers, including maize growers. There is a combined effect of increased maize production, with increased self-employment for maize growers, and increased on-farm wage labour opportunities for the other poor. Maize-related employment is thus a secondary effect of the recent maize expansion. It is widely agreed that employment generation is critical for rural poverty reduction in Viet Nam. However, non-farm employment especially for the poor is still very limited in remote upland areas
, despite what is widely considered a good price.

There are maize varieties that fetch higher prices in niche markets. For example, sweet maize for street-selling in Vinh city is grown in the vicinity of the city as a result of active promotion by extension agents; and certain local varieties of maize are used for wine production in Lao Cai)
. These niche markets are unlikely to be affected by full import liberalisation, because imports cannot guarantee the freshness required (e.g. maize cobs for street selling), or the locally preferred taste (e.g. for wine making). These opportunities are not yet fully utilized by farmers, for example because of inadequate market (-potential) information; limitations in processing facilities and transport infrastructure; poor marketing and branding skills. However, these examples concern limited-volume markets.

Importantly, wages are extremely low in rural Viet Nam, meaning that ‘profitability’ is a relative term: very little money is generated from growing maize or selling labour to maize growers. Income may meet basic needs but does not translate into substantial private or collective investment in human or social capital. There are also ‘environmental externalities’, i.e. environmental costs that are not reflected in the production cost quoted in this paper (around VND 1,000 per kg), and very limited investment into ‘natural assets’ from the profits of maize growing is happening. Soils in the uplands are degrading under continuous maize cropping, and labour or capital investment in intercropping, terracing, etc. would make this more environmentally sustainable. 

There are huge needs for, for example, education; the environmental externalities of maize growing must be addressed; and investment into physical assets to improve productivity is needed. These investments enhance efficiency and sustainability of maize production and help generate new livelihood opportunities. Maize tariff reduction, no matter how small, limits the capacities of maize growers to generate investments for improved efficiency in maize production and alternative livelihood opportunities. Furthermore, the indirect positive effects of tariff reduction that were expected on the price of animal feed, pig raising and poor farmers’ incomes are unlikely to materialise.

These are strong reasons to call for extreme caution in providing or allowing downward pressures on the domestic maize price, even if the actual price is currently going up. And whatever the actual price is, the support measures in the USA (and in the recent past also in China) amount to about 20-30 % of the traded price. This suggests that farmers in those countries are also unable to generate sufficient income with current world markets prices, i.e. ‘sufficient’ for income and for investments in all sorts of assets. 

Livelihood opportunities for strengthened, more sustainable maize-based livelihood strategies are reflected in many of the recommendations in the next chapter. 
5. Conclusions and policy recommendations

In this final chapter, we summarise our main conclusions, and make recommendations on maize-sector objectives, maize-related trade policies, and other policies in support of maize growers and pig farmers, especially the poorest farming households.

5.1 Summary of conclusions

We have demonstrated that most Vietnamese maize growers are poor (about half of all 4.5 million maize growing households) or near-poor (an estimated 400,000 maize growing households); many are ethnic minorities in upland areas; many are still dependent on maize for their food security and considerable numbers are specialised and strongly reliant on maize for their income, especially in some of the mountainous provinces (about 1.8 million maize growing households depend strongly on maize in these ways).

The existing strategy of developing domestic maize production and import a certain volume of maize could work well, for maize growers, pig raisers, the poorer and the better off, and for the animal feed industry, as long as the world market prices are relatively high. 

Farmers will continue to grow maize, intensify, and in some places expand the cultivated area for as long as it is the best amongst alternative crops and other income opportunities, which is likely over the coming 2-3 years. However, there is no certainty that good prices remain, especially in the medium to longer term. 

Viet Nam’s maize trade is very open. Import-export rights are liberalized; quantitative restrictions abolished; import tariffs for maize grains are low and set to reduce further; and tariffs on maize inputs are already low or zero. The downward pressures on the domestic price from further reduction of tariffs and improved efficiencies in import and transport are small but negative effects on the incomes of maize growing households, and are associated with increased price-vulnerability and increased social inequality.

Trade liberalisation does not appear to have other, positive impacts on the millions of poor and near-poor households that we are here concerned with, and that would cancel out the negative impacts. There is no agricultural commodity of equal importance to the majority of the poor and near poor maize growers in upland areas. There is no expected positive effect on income from pig raising, for maize growers or other poor and near-poor Vietnamese.

Under the AFTA/CEPT and the (forthcoming) WTO accession agreement the deregulation of maize markets is unlikely to be reversed. Viet Nam has therefore lost policy instruments to protect vulnerable groups, such as poor maize growers. There is however a need for the Government to protect or support maize growing because maize plays an important role in food security, income, and on-farm livestock feed for many poor and near-poor people. 

Moreover, even what is widely seen as a good maize price and a profitable crop, based on current prices and short to medium term market expectations, growing maize has social and environmental costs that are not incorporated in the cost-price estimates. Maize is financially attractive but maize-profits are consumed and are not generating private and State investment capital for improving physical and natural assets, human resources and social capital.

The following sub-sections make several policy-related recommendations, based on chapters 2, 3 and 4. Section 5.2 addresses current and possible overall policy aims of Viet Nam for the maize sector and the livestock sector (especially the feed industry and pig farmers); the use of trade-policy instruments for reaching those aims is discussed in section 5.3; and section 5.4 summarises suggestions for improvement of other support measures that can also help achieve the policy aims. 

5.2 Viet Nam’s policy aims: maize and pigs

Viet Nam has a range of national policies and strategies that express in one way or another that the country aims for fast economic growth, rapid poverty reduction, and environmental sustainability. Viet Nam is also fiercely independent, which translates into a reluctance to be over-reliant on imports of strategic goods. Maize policies must find their place in this. 

There has been a strong increase in cropped area and productivity of maize over the past years. However, productivity is still low by international standards, and demand has increased faster than domestic supply, which has led to net-imports of maize since 1998. Opportunities for further expansion of the cropped area are limited. Opportunities exist for increased productivity from higher fertiliser use, improved varieties, improved cultivation practices, and investment in infrastructure such as terraces, especially in areas with good soils and not-too-harsh weather conditions. However, these conditions for increased maize productivity are also conditions for high productivity of other market crops, which may be more profitable with changed market conditions. And there are questions around environmental sustainability and economic feasibility of some measures. 

The areas where productivity is least likely to increase rapidly, because of low quality soils, infrastructure and investment capacities are also areas where large numbers of people use maize for their own consumption, notably ethnic minority people. Those people also produce increasing amounts of maize for animal feed markets, but their terms of trade are less favourable, good high yielding varieties for local conditions are not available, and inputs may be comparatively expensive. 

The majority of Viet Nam’s maize growers are poor, or near-poor farmers. Most of them also keep pigs at a small scale. For about 1.8 million maize growing poor and near-poor households maize is very important, as food and as income. Some near-poor maize growers could fall into poverty with a drop in the maize price. 

We conclude in chapter 4 that protecting the maize price and hence maize growers with a low tariff of 5-10% is not a serious disadvantage for the animal feed processing industry, it will not affect much their import decisions, and it will not affect negatively the large majority of poor and near-poor maize growers and pig farmers. Reducing or abolishing tariffs on maize grains would not mean that animal feed prices would reduce by much, if at all. The impact on pig-meat prices will be negligible. 

We suggest that the following should be the policy aims in support of Vietnamese maize growers: 

1. Enhance the contribution of maize to staple food security, particularly as a home-grown food crop of specific groups of households in difficult localities, in environmentally sustainable ways. Do this with a range of production, processing, storage and also marketing support measures, which are targeted at this segment of poor Vietnamese people.

2. Enhance productivity of market-oriented maize growing in specialised areas, in environmentally sustainable ways. The poor maize growers in specialised maize growing areas will be affected most by a downward price pressure, and should receive special support. Support measures by the Government and the Farmers Union should be complementary to what the animal feed processing industry and for example seed companies do and can do. Enhancing productivity means enhancing local investment in land, and human and other assets, for which profitability needs to remain comparatively high.

3. Enhance maize growing and marketing for niche markets, including urban markets for fresh, sweet maize, and also for (artisanal, local) wine / spirit production.

4. Enhance diversification, improve cattle and pig-raising conditions, which is especially important for small-scale pig-raisers. Pig-meat prices fluctuate, and they are generally uncompetitive by international comparison. Productivity should increase and production-security should improve if (poor, medium) farmers are to invest in pig-raising. That means that veterinary services need to improve, and further learning is needed on pig-keeping and pig-breeding technologies, especially in the remote uplands.

These suggested policy aims do not include the often implied aim of import substitution and national self-sufficiency in maize, which is not feasible and the desirability is questionable. The scope for area expansion of maize is limited, but productivity increase is expected. The chicken industry will recover after the bird flu, and with continued economic growth there will be continued growth in demand of meat and other animal products, and hence processed animal feed. This increase in demand is likely to outpace the growth in domestic production. 

Most provinces have targets in terms of restructuring agricultural production, meaning that the share of staple crops including maize is to decrease, while the share of high-value products is to increase. The consequences of restructuring targets may be investments that contradict poverty reduction goals, and cause poor maize growers a slower than necessary improvement in food security and basic expenditure from maize. In fact, the evidence suggests that targeted support to poor maize growers should lead to more livelihood diversification opportunities, and therefore an indirect contribution (by the poor) to agricultural restructuring. 

Upon further economic integration and further limitations to state interventions, the roles of the Farmers Union and business associations, like the Food Association and Animal Feed Association should be enhanced. These associations should take a more prominent role in designing and implementing support measures for the development of the maize sector, i.e. maize producers, traders and processors.

All four suggested policy aims have implications for, for example, public maize variety selection and breeding programs, which currently appear to be focused very strongly on the second and third aim only. Various production support measures with particular relevance to the first and last policy aims are discussed further in section 5.4. 

The second policy aim could benefit from price protection through tariffs or tariff rate quotas, because there is no guarantee that the comparatively high world and domestic prices remain (i.e. comparatively high profitability of maize) – this is discussed in section 5.3.

5.3 Trade policy instruments

Maize farmers in developing countries such as Viet Nam compete in a market that is distorted by massive agricultural support measures in the USA, China, and also elsewhere. Those subsidies (called direct payments or otherwise) are roughly 20-30% of the price in world and domestic markets. Independent of the actual price-level at any one time, this is a loss in profitability to maize growers who are exposed to the world market, as Vietnamese maize growers are. Fairness at a global level would therefore mean the removal of those subsidies (‘support measures’), or could justify a tariff of 20-30% on maize grains in order to make the playing field level (although a high maize tariff is not necessarily desirable for e.g. pig raisers). 

Viet Nam provides very modest direct and indirect subsidies to agricultural production, some of which influence maize growing. We have not managed to quantify these subsidies, but we do know that they are very small indeed, at most a few percentage points of the market price. State-owned traders who may get cheap credit from State-owned banks do not play an important role in the maize imports and domestic trade. Some farmer-credit interest rates are subsidised, but this subsidy is targeted on the poorest farmers who are unlikely to use it for investment in maize cultivation or marketing. Some inputs into maize growing are subsidised, but those subsidies are targeted on communities and maize growing households for who subsistence production is still important. Fertiliser may be used on other crops, and these subsidies are small and being phased out. 

We have pointed out that maize prices are currently considered reasonable to good, they are rising, and they are expected to rise further in the near to medium future, but this situation is not guaranteed. Agricultural commodity prices fluctuate and cannot be confidently predicted over the medium to long term. This means that both a rise and a slump cannot be ruled out. A slump of say 20% in the maize price is likely to have significant impact on income and poverty of at least the 1.8 million of Viet Nam’s 4.5 million maize farming households who are strongly dependent on maize for food and / or income. 

Maize is currently a comparatively attractive crop, because of its profitability compared to other crops. However, although the money generated from growing maize or selling labour to maize growers may meet basic needs, it does not lead to substantial private or collective investment in human or social capital. It does not generate investments to counter environmental externalities of maize production. It does not generate much investment for raising productivity of maize, or for generating additional livelihood opportunities. 

This leads to three trade policy recommendations.

1. Viet Nam is currently ‘offering’ WTO members a reduction in its maize grain tariffs to 5%, similar to the AFTA/CEPT tariffs. This is a small change, from a current (applied) low-tariff of 7.5%. However, this is a downward pressure on price, no matter how small it is, and it will harm instead of benefit Viet Nam and Vietnamese people, especially a large fraction of the poorest. It increases exposure of Vietnamese farmers to subsidies in exporting countries, i.e. it makes the ‘playing field’ steeper. It is a small step towards more vulnerability of near-poor farmers, a small drag on poverty reduction, and a small additional hindrance in generating investment for education, land protection measures, etc. In addition, it is very unlikely to make animal feed cheaper, and would have no positive effect on poor and medium income pig raisers. Viet Nam should consider withdrawing this offer of tariff reduction on maize grains, and consider increasing its maize tariff. This would be fair and justified from a poverty reduction perspective, because subsidies in exporting countries distort the world market price with 20-30% and the majority of Vietnamese maize growers on this ‘un-level playing field’ are poor or near-poor
.
Viet Nam is not yet a member of the WTO and has no voice in negotiations under the ‘development round’ between existing WTO members. Several developing country members, Oxfam and other organisations are calling for radical changes in existing agreements, such as a new Agreement on Agriculture, with, for example, the following provisions
:

· A preamble with ‘Nothing in this agreement shall prevent developing countries from promoting development goals, poverty reduction, food security, and livelihood concerns’. 

· Allowing developing countries to cut tariffs in a way that does not undermine their development strategies. 

· A category of ‘special products’ that are exempt from tariff reduction, notably food security crops (the so called G33, a group of 33 import-vulnerable countries, has argued for the right to decide for themselves how many products need to be classified as ‘special products’) 
· A ‘special safeguard mechanism’ that would allow poor countries to increase tariffs temporarily in the face of fluctuating import prices or volumes.

A large part of the maize produced and consumed in Viet Nam is human staple food, most of the rest is a small but important cash income for millions of poor or near poor households. For Viet Nam to maintain its current tariff on maize grains for a considerable time to come, or even increase it would be consistent with such calls for reform, and is fully justified. 

2. Viet Nam put in place a tariff rate quota (TRQ) on maize grains a few years ago, but it was never used and it was abolished recently. TRQs put a (higher) tariff on imports of a certain good when imports go over a certain limit (under that limit the tariff is lower or zero). A TRQ may be invoked, or not, depending on circumstances, and are especially attractive in case of a sudden surge in imports combined with a comparatively low world market price. Some WTO members who are currently negotiating with Viet Nam for its WTO membership strongly argued for abolishing TRQs, partly on the grounds that TRQs are difficult to manage and may be abused (i.e. become general import restrictions).

There are many possible scenarios for future maize price developments in the medium to longer term (4-5 years and longer), and other developments that influence farmers cropping decisions. For example, coffee prices may recover and farmers in the Central Highlands may switch from maize back to coffee and/or to other crops, which most soils there permit. This could cause a fairly sudden reduction in domestic maize production and therefore increase of import. If the world market price at that time is still reasonable Viet Nam does not strongly need to invoke a ‘special safeguard mechanism’ as is mentioned above. However, if there is a world market price decline combined with an import surge, Viet Nam would want to protect its millions of domestic maize growers, especially the specialised maize growers, many of who are poor or near-poor by international poverty criteria.

Viet Nam needs trade policy instruments and in the ongoing WTO-accession negotiations should consider to re-install the TRQ. This is justified as a safety measure to protect maize growers against market shocks. Viet Nam could offer to use it only with market (import volume, price) shocks (which can be quantified), and for a limited period of time (see recommendation 3., below). Viet Nam should also consider other safeguard measures similar to the proposals of developing countries in the next ‘development round’ for revision of Agreement on Agriculture (see above).

3. Many Vietnamese maize growers have very few cropping and/or income generation alternatives. Those are however improving slowly, even in the remote uplands, with Government investments in education, health, transport infrastructure, etc. The ‘comparative advantage’ theory suggests that markets should be deregulated and each locality should produce according to its own potential. This could be interpreted as if nothing should be grown on hill slopes but trees and shrubs. However, the current upland population needs to eat, earn money, get out of poverty, and live a decent life. 

The transition from a subsistence, peasant way of life to market-oriented and environmentally sustainable production requires investments in all sorts of assets, and it takes time. This transition also requires technological knowledge and, for example, advanced land registration systems and services, for local farmers to be able to explore the opportunities that even the harshest and remotest environments offer. It is currently suggested that maize grain tariffs would reduce further than the offer of 5% in 2005, to zero after some years. If Viet Nam accepts maize grain tariff reduction and finds no alternative to the abolished maize grain TRQ it should certainly ensure that there is ample time to phase those out, and perhaps no sooner than 2015-2020. This is about the period within which today’s children can get a full education and be fully prepared for alternative livelihoods, and within which a crop insurance system plus other social security measures can be adequately developed 
Realism

The above three suggestions for maize-trade policy instruments are modest, and yet, negotiations for WTO entry are advanced and may not allow for any of them to be accepted.

Proposals 1. and 2. are widely seen as unrealistic in the ongoing negotiation process, but they follow logically from the data and analysis.  However, a large number of the poorest Vietnamese will pay a (small) price for WTO accession whilst the principle benefits of that go to non-poor Vietnamese and foreign maize growers and traders. Compensation for the poor needs to be found, in trade regulation or otherwise, unless the price would be considered acceptable, along with increased social inequality. Proposal 3. would ease the pain, and yet may also be unrealistic, at least at this stage of trade negotiations (before accession to the WTO).

This means that Viet Nam would have no more trade policy instruments for influencing its domestic maize markets and supporting the development of maize-based livelihoods. 

This then also means that Viet Nam can only support the production, processing and marketing activities of maize farmers and small traders, in order to mitigate the negative effects from subsidies in exporting countries and the uncertainties that are a part of the world market, and achieve the policy aims formulated in section 5.2. Such support measures are discussed in section 5.4.

5.4 Production, processing and marketing support measures

The rapid increase in maize demand for animal feed has enabled the development of maize production and commercialisation, even in very remote upland villages. The domestic agricultural commodity markets are gradually integrating because of improved transport and, for example, with elimination of restrictions on long-distance domestic transport of goods. Market integration offers market opportunities for maize farmers, driven by animal feed processing plants and urban consumers of niche products.

However, there are strong differences between farmers in terms of soil productivity, technical knowledge, technical means (for threshing and drying, for example), market information, access to credit, and also access to various kinds of subsidies. Many poor ethnic minority maize growers have switched to commercialized production without being adequately equipped with knowledge and skills, and the sustainability of their maize production is low. Upon further economic integration with many uncertainties and downward price pressures, the maize sector and poor maize growers in particular may be strongly affected.

Comprehensive support is needed, and should be targeted on maize growers and pig raisers who do not get that through private channels (e.g. agents of animal feed processing plants and of seed producers and traders). Support measures include measures that improve productivity, production sustainability, product quality, and terms of trade. Following is an overview of the most important and obvious ones. They are mentioned here in the context of mitigation of negative effects of international trade deregulation of maize markets, but all of them are strengthening the livelihoods of farmers in more general terms.

Marketing

Improved spatial market integration is widely seen as important for the poor, because ‘limited price transmission can severely limit the gains to the poor from trade reforms’
. Spatial integration would offer other, new livelihood opportunities. However, from some areas products are sold but local employment is not improving much. For example, (private) investments do not yet go into the remote areas, so that ‘plunder’ of natural resources (especially: deforestation) remains a rational strategy for local people, and labour exploitation continues. Lack of investment combined with improved infrastructure may also stimulate out-migration, and therefore perhaps remittances that could have a positive effect on local consumption and investment, after some time
. The argument of ‘pace’ in trade and market reforms (see section 5.2) is thus particularly important: protect existing livelihood strategies until alternatives are becoming available. A slow pace of trade reform is preferable over rapid changes. 

It is conceivable that a drop in maize prices occurs in some years from now, and the Government could then feel obliged to set bottom prices and/or intervene in the maize market, as it did with rice in 2001 through a program to buy 1 million ton of rice. Rice export is dominated by SOEs who were given cheap credits from State-owned banks, i.e. the Government had strong influence over the agents who implemented this policy. However, it had limited success
. Because maize is traded by private traders and state-owned trading companies have limited influence on maize markets, maize trade chains and producers, implementation of such policy for maize would be more difficult, and is not advisable.

The following are measures to improve the terms of trade of poor maize growers:

· Wholesale auctions or ‘trading floors’ for agricultural products could be set up, especially in the main maize producing areas, where farmers can come to sell and traders can buy in transparent ways. Farmers’ products get quality labels from specialists, and produce gets sold in public by a ‘market-master’, by bidding or according to the ‘Dutch Auction’ model. The latter means that the asking price starts unrealistically high and goes gradually down until all produce from a certain containment is sold, or a floor price is reached. Wholesale auctions exist in many countries, and are sometimes farmers’ cooperatives that provide a type of insurance to farmers in case of extremely low prices. They are mechanisms that level the terms of trade for all farmers. However, setting these up would take time, and poor farmers need better terms of trade in the short term. 

· Better transport infrastructure causes better market access for local people, meaning cheaper production inputs and better prices for their produce. Even subsistence maize growers have started to grow hybrid varieties and they market some produce. This means that transport infrastructure has reached a reasonable level in many places. However, transport conditions in remote villages are still very difficult. Investment in ‘production roads’ to the maize fields in specialized/commercialized areas, as in the case of many villages in Son La, should receive strong attention from local authorities under the policy of ‘the people and state work together’.

· Improving the pre-processing and storage capacity of maize farmers is particularly important. Pre-processing (threshing, drying) and storage measures are critical for improving the terms of trade of small, poor farmers. Support for pre-processing and storage facilities should be appropriate to the conditions of specific groups of maize farmers. For example, in Son La and Dak Lak the maize output is so large that small-scale maize threshing and drying machines are not suitable. In mountainous areas such as Lao Cai, where maize is mainly for household consumption, the program to provide maize threshing machines that operate by pedalling, is highly appreciated by villagers.

· The seasonal fluctuation in domestic production and prices (low prices at harvest; shortage in Summer-Autumn, Winter) works to the disadvantage of the poorest farmers, and causes difficulties for small animal feed companies who do not have capacity to buy and store maize from the Spring-Summer crop. Shortages also prompt import decisions of big animal feed companies. The maize sector would benefit from better information on seasonal production and stocks, and support measures (discussed below) should include promotion of off season maize production. 

· Ensuring better price information. Informed farmers know what a bad and what a good price is, and are less prone to abuse by traders and creditors. Many extension agents, local authorities, and local media could play a stronger role in supplying maize market information, especially to the remotest and poorest farmers.

· Developing niche products for niche markets. Consumers are increasingly interested in traditional and special products. Even full import liberalisation and a collapse in the world market prices of maize may not harm niche markets, because imports cannot meet freshness and particular taste criteria. Using local maize for special wine and increasing profits from that can be stimulated with protected trademarks of craft villages and production techniques. Supply of fresh produce, including maize cobs for street-selling can be encouraged by organised and targeted extension advice; preferential (land-use) tax policies and land allocation; (private, State) investment in trade and transport facilities; support with the development of post-harvest technologies; and fair contract farming arrangements, with farmer groups playing a key role. In addition, this can help preserve the agro-biodiversity of maize varieties. 

· Some provinces subsidise transport of some agricultural produce (‘output subsidy’). However, there have been negative experiences with this
. The output subsidies should be discouraged, because the (private) maize assemblers and trading network is well developed. The money saved could be used for extension, and support to (group-based) pre-processing and storing facilities. 

· Developing community-based initiatives for better market access (maize and other products). There are already many models of farmers’ groups, such as extension clubs, IPM clubs, and cooperatives that supply inputs (fertilisers, pesticides, seeds), and sometimes they produce inputs (seeds). There are also services by mass organizations, individual extension agents and ‘core farmers’ or village leaders. Existing farmers’ groups and (input supply) cooperatives can play larger roles as collectors and assemblers, help introduce pre-processing and storing technologies, and become marketing agents to help reduce transaction costs for farmers and improve their terms of trade. They could also enter into collective production contracts with big agents or animal feed processing companies (this does not mean that farmers would produce collectively, but that they sell collectively). However, comprehensive support to farmers’ groups is needed in terms of management and marketing skills, accessing bank credit, etc. The ‘red invoices’ that are required by large companies may limit the direct transactions from farmers’ groups, unless they would be registered as a formal cooperative. The arrangements between private agents and various farmers’ groups for better market access should be monitored so that interests of poor maize growers can be protected, as is the case in Son La.

Extension, research and technology development 

Extension services and farmer-participatory research and development should focus on developing cropping patterns (rotations, intercropping), crop varieties, livestock breeds, and more generally on farming systems that are appropriate for different conditions, and especially the harsher climatic conditions and poor soils of the uplands of for example Lao Cai and Son La province. Within a ‘farming systems approach’ the objectives of maize research and extension should be to raise productivity (not: expansion of the cropped area), to reduce production costs, and to reduce risks in maize production. 

Diversification (to other higher value products rather than maize) is critical for minimizing negative effects of maize price fluctuation on poor specialised maize growers, and it is important for poverty reduction of maize growers. Alternative cropping patterns and farming systems in which maize plays a role, and that are highly productive and environmentally sustainable, should be the primary focus of extension. The use of mulch and creepers to protect soils should be promoted; the use of manure and bio-fertilizers; and more generally the adoption and adaptation of ‘models’ of sustainable upland farming. Some ‘models’ exist, but they do not usually replicate spontaneously at a large scale, especially not amongst the poorer farmers. The reasons for this include the high demands on labour, capital investment needs (e.g. for terracing of fields), the in-depth knowledge of farmers that is required (e.g. of various types of intercropping) and the lack of appropriate institutional (community-based) arrangements. This calls for critical assessment of existing ‘models’ and success factors in terms of adaptation and adoption of the models. 

It is particularly critical that extension in ethnic minority, mountainous areas follows an integrated and participatory approach that recognizes the influence of environmental, technical, social and economic factors on the adoption of technical innovations. 

In all cases it is important that special efforts are made to include women-farmers and not only those women who are heads of households. Women play an important role in crop production, and often the main role within their households – their knowledge needs to improve and their priorities need to be fully understood. This means that in some cases women-only farmer clubs may need to be organised, in order to enable women to participate and share in learning and development of farming systems. 
Ethnic minority people in upland areas often grow hybrid maize for immediate sale, and grow local varieties for their own consumption and use. They thus spread the risks of harvest failure and ensure food security before income security. The diversification of maize varieties for different purposes in the uplands should be supported by extension services. The maize varieties that are selected, developed and promoted should respond to the need for food and income security and yet provide higher productivity than traditional, local varieties in the uplands. Public plant breeding organisations should focus a substantial part of their resources on a wide range of varieties that are suitable for upland ecological areas, and leave research, development and promotion of high yielding varieties for commercial lowland farmers largely to the private sector. There should also be effective measures for better quality and liability assurance of seeds supplied by seed companies.

The surveyed provinces all promote the production of maize and have invested in developing a network of extension agents, farmers’ clubs and groups in villages and communes, including poor communes. The high rates of using new varieties and the increase in maize yields during the last few years illustrate the success of this strategy for increasing maize production. However, the decision by extension services whether or not to advise farmers to introduce certain new maize varieties and cultivation practices in a specific region should always be based on broad analysis, of the food security conditions, local customs, weather, land quality, transportation cost and marketing opportunities, etc. This is unlike the implicit focus of blue print advice on productivity-potential only, which is often provided. 

Support with maize input supply

The higher price of (urea) fertilisers with the rise of the price of oil is reducing the profitability of maize, and of course also of other crops. Fertilizer markets have been strongly deregulated (production, tariffs), and private traders have become important. There are still local state-owned trade companies who dominate supply to the remotest areas, which happens with transport subsidies from the central Government and provincial authorities. The fertiliser (-transport) subsidies are being phased out so that dependency reduces, which is good. However, subsidies targeted at the poorest communities, dominated by ethnic minority people, are likely to stay for some time to come, which is also important. 

There are also subsidies on maize seeds, which are often used to encourage acceptance of new varieties and cultivation practices. For example, Nghe An province subsidises seeds because it wants to motivate farmers to expand winter maize. In some cases subsidised seed supplies are delivered to a district town or trade centre of a cluster of communes, and from there on traded by government shops or private agents. In some provinces seeds are given for free to the extremely poor, and especially local ethnic minorities, for example in Dak Lak. However, there are reports that recipients may eat the seed or feed them to the chickens. The quality of seeds is mistrusted – and farmers sow their own seeds. Indeed, subsidies on hybrid seeds without quality control create risks for maize growers, and could cause crop losses.

In the context of trade liberalization, subsidies on fertiliser (transport) and seeds can be a useful form of support to the poorest farmers. However, for it to be successful it should be well targeted, on ‘poor and difficult’ mountainous (ethnic minority) communities and preferably only on certain households within those communities. In order not to create or enhance dependency, subsidies should not be seen as permanent and be gradually phased out. Any subsidy for inputs should link closely to extension and quality controls. In fact, targeting of the extremely poor and phasing out the subsidy for hybrid maize seed is already stipulated in, for example, agreements between MARD and the ADB under the Agricultural Sector Development Program (ASDP).

Veterinary services and crop protection services

Diversification to higher value products is important for poor maize farmers, including cattle and pig raising. Crop protection services and veterinary services, for example, are critical for successful diversification. However these services tend to operate independently, and sometimes separate from extension agents. This means that there are institutional inefficiencies, which are not in the interest of service quality or of farmers.

Particularly important is that services should improve in the upland and poor communities where many maize growers can be found, and also small scale pig raisers. Crop protection services need to include maize as a priority crop for training and advice provided to farmers, especially in poor communities. Veterinary services should increase their efforts, especially in terms of awareness raising regarding disease prevention, and vaccination campaigns.

Credit & Saving

In most of the surveyed areas, access to credit is no longer a primary problem for farmers. However, there is a big difference between better off and poorer households. Difficulties in distance and abilities to repay have made the Social Policy Bank and mass organizations to limit credit for the poorest households. Although the procedures for obtaining loans have been simplified, the Social Policy Bank often minimises risks of non-repayment by refusing loans to households in an area where some households did not repay their loans on time. The interest rates of the Social Policy Bank are subsidised with the aim of reaching the poorest. However, although Viet Nam is targeting well by international comparison, in a considerable number of cases the officially poor do not access the loans whilst the officially non-poor do
.

There are also success stories, for example where mass organisations have encouraged credit and savings groups to be formed, with members who support each other in saving, taking out credit, and repaying loans – including very poor group members. Most loans from those schemes are used to purchase cattle, fertilizers for market crops (including maize, in some areas), and also pigs, petty trade, etc. In the successful cases people do not depend on private input suppliers. This credit supply mechanism often goes hand in hand with group-based extension. Various forms of farmers, women and youth clubs with such practical objectives are to be encouraged further.

However, the successes are not common amongst ethnic minorities in the poorest communities. One explanation for this is the very limited literacy and numeracy skills of the people. Adult literacy and numeracy in ethnic minority communities needs to be addressed as a matter of urgency.

There is a risk that credit enhances excessive use of chemical fertilizers which affect natural soil fertility and the long-term profitability of crops, including maize grown on sloping land. Soft credit should go hand in hand with promotion of sustainable agricultural technology.

Capital investment for production and processing 

The central Government and provincial authorities of several mountainous provinces are investing in terrace making in upland areas, as a means to protect soil and raise productivity, of maize, dryland rice, and other crops. Farming households are expected to also invest their own labour and sometimes capital. The schemes are not fully successful yet and seem to suffer from implementation difficulties and also lack of funds. The poorest farmers have least ability to invest themselves and may not fully benefit. The economic feasibility of terraces has also been questioned. However, this is a worthwhile attempt at ‘stabilising’ the local population, making (maize) production more sustainable, and developing local agricultural production potential. More capital and improved implementation are required. 

Irrigation for maize is unusual in Viet Nam. Irrigation investments for maize on sloping land based on irrigation design criteria for wetland rice are certainly not economically feasible. However, supplementary irrigation as is currently happening for some orchards and also secondary crops in several upland communities requires considerably less capital investment and could be expanded – just some irrigation water in addition to rain could mean the difference between success and failure of a range of secondary crops, including maize. For the uplands in Dak Lak, with less-steep slopes, fertile soils and favourable climatic conditions irrigation can be developed with design norms for a range of crops including maize, cotton and vegetables, and therefore provide additional flexibility to farmers. Irrigation in Dak Lak is especially critical now that droughts appear to become more regular and severe. However, irrigation potential is limited by the availability of water sources. Furthermore, it is important to follow participatory approaches in the development and management of small-scale irrigation projects at commune and village level, to meet local needs and preferences, and tap local knowledge for optimal design – and capacities to do this may need to be enhanced.

Local authorities in all the surveyed provinces want to develop their capacity for processing animal feed so that maize can be sold on the spot and the animal husbandry sector can develop. This is an understandable desire. However, (local state-owned) animal feed processing enterprises in some provinces (Son La, Lao Cai) do not operate efficiently because of several factors: old equipment, high expenses, limited working capital, and insufficient inputs (maize is only one of the constituents of animal feed). As a result, they cannot compete against big, sometimes foreign invested animal feed processing plants, which have more capital, better systems of assembling inputs and distributing products, good marketing capacities, etc. The local authorities should carefully appraise investment in animal feed processing projects, and not necessarily establish state-owned animal feed processing enterprises.
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Annex 1
Data summaries

Table 1

Maize cultivation Area  (‘000 ha)

	Region
	1990
	1995
	2000
	2003
	Average annual growth 1990 – 2003 (%/year)

	Red River Delta
	69,3
	95,4
	92,2
	80,3
	1,1

	North East
	141,0
	147,0
	183,2
	206,0
	3,0

	North West
	42,8
	67,1
	104,2
	129,0
	8,9

	North Central Coast
	44,9
	64,0
	92,8
	110,5
	7,2

	South Central Coast
	28,2
	19,4
	28,5
	37,3
	2,2

	Central Highland
	45,9
	48,7
	86,8
	181,9
	11,2

	South East
	48,5
	95,0
	122,8
	133,2
	8,1

	Mekong River Delta
	11,2
	20,2
	19,0
	31,6
	8,3

	All country
	431,8
	556,8
	730,2
	910
	5,9


Source: Planning Department, MARD (2005)

Table 2

Average Maize Yield (quintal per ha)

	Region
	1990
	1995
	2000
	2003
	Average annual growth 1990 – 2003 (%/year)

	Red River Delta
	21,3
	21,1
	27,5
	32,2
	3,2

	North East
	14,7
	17,3
	23,6
	26,9
	4,8

	North West
	9,1
	14,4
	21,9
	25,9
	8,4

	North Central Coast
	12,9
	18,0
	24,5
	31,2
	7,0

	South Central Coast
	10,4
	16,1
	25,1
	33,5
	9,4

	Central Highland
	19,9
	19,1
	36,5
	35,5
	4,6

	South East
	14,8
	26,9
	33,4
	37,2
	7,3

	Mekong River Delta
	23,1
	41,6
	27,3
	43,9
	5,1

	All country
	15,5
	21,1
	27,5
	32,2
	5,8


Source: Planning Department, MARD (2005)

Table 3

Maize balance sheet (ton)

	Year
	Production
	Import
	Export
	Net Volume
	Use for Animal Feed
	Share of use for animal feed (%)

	1997
	1.650.000
	51.540
	11.100
	1.691.040
	1.155.420
	68

	1998
	1.612.000
	85.450
	230
	1.697.220
	1.128.400
	66

	1999
	1.753.100
	138.530
	1.100
	1.890.530
	1.227.170
	65

	2000
	2.005.900
	197.431
	8.814
	2.194.517
	1.524.484
	69

	2001
	2.161.700
	8.368
	-
	2.170.068
	1.494.328
	69

	2002
	2.511.200
	320.309
	1.834
	2.829.675
	2.079.627
	73


Source: Planning Department, MARD (2005)

*   
Estimated import volume of maize grains in 2003: 101 000 ton

**  
Estimated import volume of maize grains and maize seeds in 2004: 71 000 ton.

Table 4

Maize production and trade by expenditure quintile and by ethnicity

	
	% Households

growing maize
	% Land allocated to maize production
	% Commercialized Maize 

of total maize production
	% Maize Income of net crop income 

	
	1993
	1998
	2002
	1993
	1998
	2002
	1993
	1998
	2002
	1993
	2002

	By Expenditure Quintile

	Poorest
	41.7
	48.6
	39.7
	24.33
	20.4
	24.3
	15.7
	17.0
	29.1
	13.4
	17.2

	Near Poorest
	32.7
	38.0
	29.9
	19.17
	17.7
	20.5
	14.1
	18.4
	27.2
	8.7
	14.3

	Middle
	32.5
	27.7
	23.3
	19.00
	16.0
	21.1
	21.9
	16.7
	26.8
	8.7
	14.6

	Near Richest
	20.9
	21.7
	17.2
	17.70
	16.4
	21.4
	22.0
	24.9
	27.8
	8.2
	13.9

	Richest
	15.2
	14.6
	9.6
	14.75
	18.8
	27.0
	22.9
	26.4
	28.3
	9.6
	20.9

	By Ethnicity

	Kinh/Hoa
	22.7
	25.5
	20.7
	15.1
	15.4
	19.7
	20.1
	17.5
	26.1
	6.5
	13.6

	Ethnic Minorities
	71.1
	67.6
	62.6
	29.8
	23.7
	27.1
	14.6
	18.8
	31.2
	17.2
	19.0

	Average
	29.7
	31.5
	26.0
	20.1
	18.1
	22.2
	18.2
	19.0
	27.9
	10.1
	15.5


Source: Nguyen Thang et al. (2005)

Table 5

Maize production and trade by region

	
	% Households

growing maize
	% Land allocated to maize production
	% Commercialized Maize 

in maize production
	% Maize income of net crop income 

	By Region            province
	1993
	1998
	2002
	1993
	1998
	2002
	1993
	1998
	2002
	1993
	2002

	Red River Delta
	n/a
	28.3
	18.3
	11.3
	12.4
	15.9
	10.9
	10.1
	19.5
	2.8
	11.4

	North East
	55.7
	54.2
	50.8
	29.1
	21.6
	20.8
	14.0
	9.9
	9.2
	15.9
	13.5

	    Lao Cai
	
	
	63.5
	
	
	
	
	
	23.9
	
	19.7

	North West
	84.3
	70.9
	72.2
	33.6
	25.1
	33.1
	29.6
	26.8
	47.4
	17.6
	24.6

	   Son La
	
	
	91.3
	
	
	
	
	
	75.7
	
	39.4

	North Central Coast
	26.0
	40.0
	34.6
	14.1
	11.8
	15.7
	18.6
	19.5
	14.3
	5.1
	11.0

	   Nghe An
	
	
	39.0
	
	
	
	
	
	15.7
	
	12.1

	South Central Coast
	12.8
	21.4
	16.3
	14.8
	30.16
	24.1
	39.0
	21.3
	42.7
	6.7
	15.1

	Central Highlands
	n/a
	n/a
	51.4
	14.8
	15.3
	30.1
	16.9
	25.0
	61.4
	6.7
	21.1

	   Dak Lak
	
	
	55.2
	
	
	
	
	
	61.6
	
	20.3

	South East
	22.8
	22.1
	16.3
	22.0
	29.3
	42.9
	18.1
	53.7
	81.0
	12.8
	32.3

	Mekong River Delta
	7.6
	3.7
	2.6
	9.1
	14.3
	33.5
	44.7
	74.1
	91.3
	14.3
	24.0

	Average
	29.7
	31.5
	26.0
	20.1
	18.1
	22.2
	18.2
	19.0
	27.9
	10.1
	15.5


Source: Nguyen Thang et al. (2005)

Table 6

Share of maize income in total household income in 2002 (%)

	   e
	Producing Maize
	Producing Maize and Pig
	Producing Maize, NOT raising pig

	By Region                     province
	
	
	

	Red R Delta
	3.6
	3.6
	4.2

	North East
	5.9
	5.8
	7.3

	Lao Cai
	11.4
	10.8
	18.5

	North West
	15.0
	12.1
	21.5

	Son La
	25.8
	22.62
	30.7

	North Central Coast
	4.5
	4.1
	8.6

	Nghe An
	4.6
	4.54
	5.7

	South Central Coast
	4.2
	4.0
	4.6

	Central Highland
	11.7
	11.1
	12.4

	Dak Lak
	11.7
	10.8
	13.0

	South East
	12.6
	12.4
	12.6

	Mekong Delta
	8.1
	7.2
	8.4

	By Ethnicity
	
	
	

	Kinh/Hoa
	5.1
	4.5
	8.2

	Ethnic Minorities
	10.3
	8.8
	14.1

	By Maize value
	
	
	

	Maize value<0.5 crop value
	5.24
	4.77
	7.38

	Maize value>=0.5 crop value
	30.98
	28.14
	34.85

	Average
	6.8
	5.8
	11.1


Source: Nguyen Thang et al. (2005)


Table 7

Poverty Rate among Different Types of Households in 2002 (%)

	e       
	Maize Growers
	Maize Growers raising Pigs
	Maize Growers NOT raising Pigs
	Pig Raisers

	By Region           province
	
	
	
	

	Red River Delta
	37.00
	35.23
	55.39
	28.21

	North East
	51.97
	50.77
	66.58
	43.96

	Lao Cai
	80.14
	79.14
	95.03
	67.97

	North West
	78.38
	77.39
	80.90
	73.03

	Son La
	70.01
	68.65
	72.39
	63.40

	North Central Coast
	51.30
	50.13
	67.77
	48.50

	Nghe An
	50.45
	50.21
	54.28
	47.87

	South Central Coast
	51.58
	44.63
	68.69
	31.77

	Central Highlands
	65.84
	61.81
	70.21
	53.62

	Dak Lak
	58.80
	55.20
	63.97
	55.71

	South East
	27.51
	20.51
	31.41
	10.75

	Mekong River Delta
	21.74
	2.84
	27.50
	18.88

	Ethnicity
	
	
	
	

	Kinh and Hoa
	37.27
	37.00
	38.76
	30.78

	Others
	75.26
	72.90
	81.82
	68.55

	Total
	51.90
	49.65
	61.10
	37.07


Source: Nguyen Thang et al. (2005)
Table 8

Poverty Gap among Different Groups of Maize Growers in 2002 (%)

	
	Maize Growers
	Maize Growers raising Pigs
	Maize Growers NOT raising Pigs

	By Region                 province
	
	
	

	Red River Delta
	0.08
	0.07
	0.14

	North East
	0.13
	0.13
	0.21

	Lao Cai
	0.26
	0.25
	0.40

	North West
	0.28
	0.26
	0.32

	Son La
	0.22
	0.21
	0.24

	North Central Coast
	0.11
	0.11
	0.23

	Nghe An
	0.11
	0.10
	0.20

	South Central Coast
	0.15
	0.11
	0.23

	Central Highlands
	0.23
	0.21
	0.25

	Dak Lak
	0.18
	0.18
	0.19

	South East
	0.08
	0.06
	0.10

	Mekong River Delta
	0.03
	0.00
	0.04

	By Commune
	
	
	

	135 Communes
	0.24
	0.22
	0.28

	Non 135 Communes
	0.10
	0.09
	0.15

	By Ethnicity
	
	
	

	Kinh/Hoa
	0.08
	0.07
	0.09

	Minorities
	0.25
	0.23
	0.32

	By maize value 
	
	
	

	Maize value<0.5 crop value
	0.14
	0.13
	0.21

	Maize value>=0.5 crop value
	0.17
	0.15
	0.20

	Total
	0.14
	0.13
	0.21


Source: Nguyen Thang et al. (2005)


Table 9

Simulated Impact of Maize Price Reduction on Poverty Rate of Maize Producers (%)

	 

 
	 

Current Poverty rate
	5% price reduction
	10% price reduction
	20% price reduction 

	
	
	Poverty rate
	Increase in poverty rate
	Poverty rate
	Increase in poverty rate
	Poverty rate
	Increase in poverty rate

	By Region            province
	
	
	
	
	
	
	

	Red River Delta
	37.00
	36.94
	-0.06
	36.94
	-0.06
	37.06
	0.06

	North East
	51.97
	51.99
	0.02
	52.05
	0.08
	52.08
	0.11

	Lao Cai
	80.14
	80.14
	0.00
	80.14
	0.00
	80.14
	0.00

	North West 
	78.38
	78.43
	0.05
	78.57
	0.19
	79.50
	1.12

	Son La
	70.01
	70.24
	0.23
	70.56
	0.55
	72.06
	2.05

	North Central Coast 
	51.30
	51.27
	-0.03
	51.27
	-0.03
	51.33
	0.02

	Nghe An
	50.45
	50.45
	0.00
	50.45
	0.00
	50.45
	0.00

	South Central Coast 
	51.58
	52.50
	0.92
	52.50
	0.92
	52.89
	1.30

	Central Highlands
	65.84
	66.38
	0.54
	66.46
	0.62
	66.80
	0.95

	Dak Lak
	58.80
	59.82
	1.02
	59.96
	1.16
	60.60
	1.79

	South East
	27.51
	28.25
	0.74
	28.25
	0.74
	28.25
	0.74

	Mekong River Delta
	21.74
	21.74
	0.00
	21.74
	0.00
	21.74
	0.00

	By Commune
	
	
	
	
	
	
	

	135 Communes
	72.53
	72.87
	0.34
	72.95
	0.42
	73.14
	0.61

	Non 135 Communes
	42.55
	42.60
	0.05
	42.63
	0.08
	42.82
	0.27

	By Ethnicity
	
	
	
	
	
	
	

	Kinh/Hoa
	37.27
	37.32
	0.05
	37.34
	0.07
	37.48
	0.21

	Minorities
	75.26
	75.56
	0.30
	75.63
	0.37
	75.91
	0.65

	By maize value
	
	
	
	
	
	
	

	Maize value<0.5 crop value
	51.80
	51.91
	0.11
	51.93
	0.13
	52.09
	0.29

	Maize value>=0.5 crop value
	53.41
	54.14
	0.73
	54.52
	1.11
	55.17
	1.76

	Average
	51.90
	52.04
	0.14
	52.08
	0.18
	52.27
	0.37


Source: Nguyen Thang et al. (2005)

Table 10
Percentage of near poor Households producing maize, 2002 (%)

	By Region                     province
	Maize producers
	Maize producers raising pig
	Maize producers NOT raising pig

	Red River Delta
	10.49
	11.23
	2.82

	North East
	8.42
	8.89
	2.81

	   Lao Cai
	7.01
	7.48
	0.00

	North West
	4.93
	4.73
	5.43

	   Son La
	9.34
	9.58
	8.93

	North Central Coast
	10.56
	10.42
	12.54

	   Nghe An
	11.58
	10.68
	26.03

	South Central Coast
	8.00
	9.87
	3.41

	Central Highlands
	6.67
	8.03
	5.20

	   Dak Lak
	6.78
	7.86
	5.23

	South East
	8.60
	9.74
	7.98

	Mekong Delta
	12.30
	3.08
	15.12

	By commune classification
	
	
	

	135 Communes
	6.48
	7.01
	5.04

	Non 135 Communes
	9.72
	10.22
	7.17

	By Ethnicity
	
	
	

	Kinh/Hoa
	10.52
	10.81
	8.94

	Minorities
	5.82
	6.55
	3.76

	By maize value
	
	
	

	Maize value<0.5 crop value
	8.85
	9.47
	6.10

	Maize value>=0.5 crop value
	6.48
	5.87
	7.36

	Average
	8.71
	9.31
	6.25


Source: Nguyen Thang et al. (2005)

Table 11
Percentage of near poor HHs becoming poor due to Maize Price Reduction

	
	Maize producers
	Maize producers

raising pig
	Maize producers

NOT raising pig

	
	Simulated Price reduction
	Simulated Price reduction
	Simulated Price reduction

	
	5% 
	10%
	20%
	5% 
	10%
	20%
	5% 
	10%
	20%

	By Region                province
	
	
	
	
	
	
	
	
	

	Red River Delta
	0.00
	0.00
	1.18
	0.00
	0.00
	0.00
	0.00
	0.00
	49.88

	North East
	0.28
	1.03
	1.30
	0.29
	1.06
	1.33
	0.00
	0.00
	0.00

	  Lao Cai
	0.00
	
	0.00
	0.00
	
	0.00
	0.00
	
	0.00

	North West
	1.95
	4.77
	22.90
	0.95
	2.81
	24.62
	4.19
	9.13
	19.09

	  Son La
	2.40
	5.87
	20.98
	1.23
	3.65
	25.58
	4.61
	10.05
	12.35

	N Central Coast
	0.00
	0.00
	0.57
	0.00
	0.00
	0.62
	0.00
	0.00
	0.00

	  Nghe An
	0.00
	
	0.00
	0.00
	
	0.00
	0.00
	
	0.00

	S Central Coast
	11.46
	11.46
	16.29
	13.07
	13.07
	15.69
	0.00
	0.00
	20.59

	Central Highland
	8.14
	9.27
	14.31
	13.01
	14.82
	15.85
	0.00
	0.00
	11.73

	  Dak Lak
	15.05
	17.14
	26.46
	22.03
	25.09
	26.84
	
	
	25.65

	Southeast
	8.57
	8.57
	8.57
	21.18
	21.18
	21.18
	0.00
	0.00
	0.00

	Mekong Delta
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	By Commune
	
	
	
	
	
	
	
	
	

	135 Communes
	5.56
	6.71
	9.66
	6.65
	7.65
	9.12
	1.47
	3.20
	11.68

	Non 135 Communes
	0.80
	1.07
	3.00
	0.91
	1.21
	2.61
	0.00
	0.00
	5.91

	By Ethnicity
	
	
	
	
	
	
	
	
	

	Kinh/Hoa
	0.73
	0.94
	2.28
	0.84
	1.08
	1.57
	0.00
	0.00
	7.00

	Minorities
	5.32
	6.53
	11.10
	6.08
	7.15
	11.35
	1.63
	3.55
	9.90

	By Maize value
	
	
	
	
	
	
	
	
	

	Maize value<0.5 crop value
	1.47
	1.68
	3.53
	1.68
	1.93
	3.10
	0.00
	0.00
	6.55

	Maize value>=0.5 crop value
	11.30
	17.25
	26.23
	18.09
	25.63
	35.25
	3.47
	7.57
	15.83

	Average
	1.91
	2.37
	4.55
	2.14
	2.58
	3.99
	0.51
	1.11
	7.91


Source: Nguyen Thang et al. (2005)

Annex 2
Simulation Procedure with VHLSS 2002 data

The framework of this simulation relies on life cycle consumption theory

Basic information:

· Realized Expenditure in 2002 - 
[image: image7.wmf]0
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C

, where subscript i denotes HH ith. 

· Realized Net income in 2002 - 
[image: image8.wmf]0
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, where subscript i denotes HH ith. 
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 = income from maize sale (IFMS) + others

· HH characteristics - 
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, where subscript k denotes kth characteristic of HH ith.

· Step I: Regress: 
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· Step II: Obtain predicted value of 
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, let call, 
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· Step III: Calculate simulated income as follows:
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i

I

 = simulated income from maize sale (SIFMS) + others (others are fixed), where simulated income from maize sale is calculated by the following formula:

SIFMS = IFMS*(1+ tnew)/(1+tcurrent). I assume that tcurrent is equal to 25%.

· Step IV: Obtain predicted value of simulated expenditure, let say, 
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, as follows:


[image: image16.wmf]11

ˆ

**

iikki

CIX

abg

=++

å

, where α, β, (k are coefficients obtained from regression (1).

· Step V: Calculate expenditure index: Indexexp = (
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· Step VI: Calculate simulated expenditure, say, 
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*Indexexp

 Step VII: Use the simulated expenditure to do poverty analysis.

Note: 
Real expenditure should be used in the whole sections.

The reason why we take care only income from maize sale is that we assume trade liberalization only affects HHs having maize market surplus.

Source: Nguyen Thang et al. (2005)
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Research purpose


To provide detailed analysis and recommendations for policy discussion and policy formulation in the context of economic integration, in order to strengthen rural poverty reduction and sustainable development in Viet Nam. 
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� Nguyen Thang et al. (2005)


� Dao The Anh et al. (2005)


� Hoang Xuan Thanh et al. (2005)


� MARD (2005), section I.1


� The total number of farmed animals in the period of 1993-2003 has been increased with a rate of 5.05% per year, of which pig heads increased 5.28%/year and poultry increased 7.09% per year (before the avian flu, which started in late 2003). Section xx Dao The Anh et al. (2005).


� Tables 26&27 , Nguyen Thang et al. (2005)


� In Ha Tay province specifically. 75% of maize are circulated from Son La and Hoa Binh provinces, 20% are transferred from other provinces of Thanh Hoa, Nghe An, Lao Cai, Ha Giang, Quang Binh, Dac Lac etc.; and the remained amount is produced locally. Section xx, Dao The Anh et al. (2005).


� Figures 5 & 7, Dao The Anh et al. (2005).


� See MARD (2005) sections 2.1 & 2.2, and Dao The Anh et al (2005) figure 16.


� Viet Nam Animal Feed Association (6/2004) reported that every year the animal feed companies have to import 800-900,000 ton of soybean oil-cake, 150-200,000 ton of fish paste, and 100% of other micro-ingredients like lysine, methionine, cytin, vitamins, minerals, flavours, anti-fungi and oxygenic medicines. 


� The estimated figure for maize import in 2003 from Dao The Anh et al. (2005). The initial figure of maize import in 2004 is provided by the Planning Department, MARD.


� Oxfam (2003); and [Oxfam International forthcoming dumping paper]


� Source: USDA, Is China’s Corn Market at a Turning Point? downloaded from www.ers.usda.gov.


� Before 1996, Viet Nam mainly imported maize from Thailand, with 61.7% of the total imported maize. Since then, Chinese maize has dominated the Vietnamese market, with 73.8% of the total national maize import in 2000. Maize products from the USA count for a small percentage in total import value. In recent years, USA popcorn is the main product imported by Viet Nam. Prices of US maize grains compared with that of China’s, and transportation costs are the main difficulties for USA maize to enter into the Vietnamese market. 
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�
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1996�
1997�
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1999�
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2001�
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2003�
2004�
�
Quantity�
Ton�
15,076�
32,531�
16,541�
60�
6,989�
125�
159�
199�
296�
269�
�
Value�
USD�
1,846,961�
5,591,424�
2,014,696�
22,149�
729,354�
51,407�
68,240�
89,735�
159,914�
132,505�
�
Data Source: Department of Commerce, U.S. Census Bureau, Foreign Trade Statistics�
�
Another possible difficulty for USA maize is genetically modified (GM) varieties. At present, these varieties count for about 50% of USA maize output. According to USA regulations, a mix with less than 20% of GM maize is still considered normal, non-GM maize. Viet Nam has not accepted GM maize, but it has an in-efficient inspection system. Currently, management of GM maize is entirely dependent on the suppliers’ declaration. Section xx, Dao The Anh et al. (2005).


� The NAFTA agreement between the USA, Canada and Mexico had very significant influence on the Mexican maize sector. The replacement by Mexico of import licensing by tariff quotas and the decision not to impose transitional out-of-quota tariffs that are allowed under NAFTA, has caused a three-fold increases in maize imports from the USA, mainly for animal feed use. The annual volume of maize imported from the USA reached more than 5 million ton in 2000-2001. Maize prices fell by 50 percent. The brunt of the price deterioration was borne by the 3 million small-scale maize farmers producing on non-irrigated hillside fields, who do not have the flexibility to shift to other crops. See Oxfam (2003) and FAO (2004).
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� Dao The Anh et al.  (2005)


� Dao The Anh et al.  (2005)


� An IFPRI survey (2002) showed that about 20% of the annual maize volume used by foreign invested animal feed companies is imported (Section II-1, MARD (2005)).


� Section xx, Dao The Anh et al. (2005) 


� There is an advantage of Vietnamese maize for industrial animal feed processing in terms of quality. Vietnamese “semi-stone” maize (hard endoderm and lucrative colours) is often evaluated better than American and Chinese “horse teeth” maize (soft endoderm and high starch portion). Son La maize is considered with the best quality in the domestic market, thanks to the distinguished advantages of high protein content, lucrative colour of bright red; thin, shining and dry cover; without worm and hilum scars... Thus, maize from Son La is preferred by feed companies. Therefore, maize of Son La can be sold with 50 – 100VND/kg higher when all kinds of products from other provinces are available in the market. Section xx, Dao The Anh et al. (2005) 


� See Dao The Anh et al. (2005) and also Hoang Xuan Thanh et al (2005)


� Figure 12 in Dao The Anh et al. (2005) 


� Table 31, Dao The Anh et al. (2005) 


� section V-3-7-2, Dao The Anh et al. (2005) 


� Table 74, Dao The Anh et al. (2005) 


� Oxfam (2001), section 5.3


� Section VI-1, MARD (2005)


� See MARD (2005), section IV-1.


� For some estimates of the total level of subsidy to encourage ‘mountainous trade’ see also Oxfam (2001)


� Section VI-1, MARD (2005).


� From: Hoang Xuan Thanh et al (2005)


� Hoang Xuan Thanh et al (2005)


� see e.g. Nguyen Thang et al. (2005), Tables 5, 12, 16, 22


� Tables 6 & 7 Nguyen Thang et al. (2005)


� Table 15 Nguyen Thang et al. (2005)


� Tables 6 with table 14, 18, 24 and 25, Nguyen Thang et al. (2005)


� Table 19, Nguyen Thang et al. (2005)


� Table A- 17, Nguyen Thang et al. (2005)


� Tables 9 & 11, Nguyen Thang et al. (2005)


� Table A-18, Nguyen Thang et al. (2005)


� Source: summarized from Hoang Xuan Thanh et al. (2005), section 5.1


� Over 1993-1998, the growth in crop income growth accounted for 45 percent of the growth in overall income for the average rural household in the Northern Uplands, but the percentage is higher among the poorest income group (69 percent) and among ethnic minority households (74 percent). Decomposing crop income growth, 40 percent is attributable to higher yields, 28 percent to higher real prices, 15 percent to expansion in sown area, and 6 percent to diversification into higher-value crops. IFPRI (2003).


� Recent consultations with the poor in a series of PPAs confirm that improved staple production of rice and maize is a key determinant for improved income of the poor in mountainous, ethnic minority provinces in recent years (see: DFID, UNDP, ADB, World Bank, 2003).


� Page 32 section 5.1, Hoang Xuan Thanh et al. (2005)


� Tables 35, 36 and 39, Nguyen Thang et al. (2005)


� World Bank (2003a)


� Nguyen Thang et al. (2005), Table 38


� The framework of this simulation relies on life cycle consumption theory. It includes a regression analysis from the VHLSS 2002 data in order to obtain predicted value of Realized Expenditure in 2002 as a function of Realized Net income from maize in 2002 and other household characteristics. The simulated expenditure was calculated based on the simulated income from maize sale. Finally the simulated expenditure is used to do poverty analysis. VASS section 5.4 page 42. 


� Nguyen Thang et al. (2005), Table 41


� Population census in 1999 counted 16.66 million households for all Viet Nam. GSO (2001)


� Nguyen Thang et al. (2005), Table 46 and 47


� See Nguyen Thang et al. (2005), tables 45, A-35, A-37.


� For the purpose of commodity chain analysis, a questionnaire survey was conducted in late 2004 for households in 11 villages in seven typical maize growing communes in Son La, Lao Cai, Nghe An and Dak Lak provinces, and for trading agents in the selected provinces and the main markets in the Red River Delta. In total, 270 households and 110 trading agents’ questionnaires were completed. Based on the survey results, a simple micro-simulation was undertaken to test the income changes of farmers operating in different commodity channels in order to compete with maize imported from China and USA as a result of (assumed) tariff reduction. Section 5.1, Dao The Anh et al. (2005).


� See more about detailed analysis of marketing chains for maize in the surveyed districts and communes; section IV-3 Dao The Anh et al. (2005).


� Hoang Xuan Thanh et al. (2005) (section 5.1, p.38); Dao The Anh et al. (2005), section IV-3-6-2-1: combine Tables 64, 67, 69 and 70


� Dao The Anh et al. (2005), Tables 43, 44, 51, 57 and 62.


� Hoang Xuan Thanh et al. (2005) (section 2.2)


� Hoang Xuan Thanh et al. (2005) The analysis of statistical data from the VHLSS cannot show this gender difference because ‘female headed households’ include households where women are registered as the head and yet the husband is still alive and the couple together; households that are headed by widows or divorced women cannot be separated out.


� A statement of Mr. Le Ba Lich, Chairman of Animal Feed Association (quoted by VNECONOMY, 11 April 2005). He also forecasts that the import prices of animal feed ingredients will continue to rise in the coming months.


� Dao The Anh et al. (2005), table 74; and Table 69


� Section IV-3-6-2-2, Dao The Anh et al. (2005).


� Hoang Xuan Thanh et al. (2005); also Dao The Anh et al. (2005) 


� Hoang Xuan Thanh et al. (2005), section 4, p.29


A key question is ‘are high maize tariffs to protect maize growers preferable for poverty reduction, or low tariffs in support of pig raisers?’


� Figure 2, Nguyen Thang et al. (2005)


� Section 5.1, Nguyen Thang et al. (2005), see also Table 67, Dao The Anh at al (2005).


� Hoang Xuan Thanh et al. (2005) (section 5.1).


� Hoang Xuan Thanh et al. (2005) (section 5.1, p.38) 


� Section IV-1-2-5-2, Dao The Anh et al. (2005), and section 5.2, Hoang Xuan Thanh et al. (2005)


� World Bank (2003a), pages 46-49


� Section 5.1, Hoang Xuan Thanh et al. (2005)


� Nguyen Duc Trieu (200?) is also an example of somebody calling on the Government to step up the normal range of non-tariff or non-liberalisation related measures in order to create better opportunities for farmers to modernise, to participate in the process of economic development and benefit from growth. 


� Oxfam (2005)


� From: [Ng.Thang]; see also Hertel & Reimer [….] 


� For a case study that reveals the importance of remittances for rural development in Viet Nam, see: Hoang Xuan Thanh, Dang Nguyen Anh, and Cecilia Tacoli (2005) 


� see Oxfam (2001) 


� see Oxfam (2001), also Dao The Anh et al (2005) 


� See MOLISA (2004)
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