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A. 

The: two-yeat period beginninr, in ear 1970 wa;:; a genC!rally 
favo~able one for the Vletnam0Rc economy. Security conditions·wcre 
gradu~lly. iV1provfng, and the level of economi.c act ro.';e steadi 
Although dcita are not preci!;e, it· ~ecrns likely that domestic ou'tput 
rose by arotind 5 per~ent in both 1q70 nnd 1971~ Subgequent to June 
1970 priceq ~ere relatively stable. Retail prices in Saigon rose by 
less then 15 pcrcen~ in 1971, after havlnR advanced by an average of 
more thea 35 percent in the precerling 5 years. 

Ilcginnlng in ~eptember 1970, the GVN undertook a program of 
major economic reforms wfiich extenrled through the followin~ ye~r. 
Interest rates, exchange rates, the tariff structure, import licen~ing 
controls and other economic policy element~ were completely overhauledo 
The intent of the reforms WB8 to curtail ~harply admini:;trntive controls, 
which had never worked effectively, and tu reestablish appropriate 
market prices to the maximum extent por;sible. The last major reform in. 
the series took place in November 1971 when a flexible exchange rate 
system w~s establiRhed at an initial official rate of 410 plasters to 
the dollar$ 

Wh lle 1970 and 1971 were years ·dud ng which the great bulk 
of American troops were withdrawn from ViQtnam, the impact of this 
with-drawal Ott the economy wa~ deferred. Vietnamese dollar eai~ings 
from the U.S. presence continued at a high level through 1971, partly 
because much of A~erican ~pending was essoclate<l with rear area base 
comps and programs not related to the number of comhat troo.ps in the 
country, pFtrtly because an exchange rate of 118 pi.a~•ter~~ to the dollar 
for official expenses was maintained until April 1, 1972, and partly 
because a more attractive exchange rate for U.S. personnel for p~rsonal 
expcm;cs introduced in October 1970 drew an unexpectf:l'dly large volume 
of troop spemang out of the black market into l<'gal channelH., Total 
·earnings from the U.S. presence re.ached $403 million in 1971 and this, 
together with AID appropriations and P.L. 480, permitted the economy 
to expand ani kept inflationary pressures under control even though 
the level of GVN military forces and military budgetary expenditure 
continued to rise. 

While 1970 and 1971 had been years of relative progress and 
stability for the economy, 1972 brought severe trials and some reverses"' 
The private sector had some difficulty digesting the reforms of the 
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p.receding Novembero The higher exchange rstesl) top;cther with high 
interest rates, put prcs~ure on bur::ine~ismen to reduce trnditionally 
hip.h fnv0ntory level.1

; 11 but mo:;t huciines!-:er-• were slow to re~>pond~ 

and fnvertoric~{ were !:till high when the first quarter en<lecJ .. 

The North Vlctnamese offerl'sivc, launched March 31 9 l.972p 
had· immediate ~nd severely damaging consequences for th~ econ6my0 
In addition to the physi~al destruction~ich ~as ext~nsivc, there 
w~s th~ impact on private sector con!idenceo Consumers reacted by 
cµtting down on deferrable expenses; businessm~n immediately put off 
investment projects and began attempti.ng to reduce inventorieso The 
combined effect of the above factors was a seri9us recession,, The 
recession. reached a. low point around June.-July, and there .was a .. 
gradual recovery during the last half of the year. However, the 
recovery waA far from complete by year end, nnd several industries~ 
including construction 11 textlle manufacturing, and the wholesale 
trade in durable goods, remained depressed. 

The weather added to Vietnam's problem in 19720 After three 
succcsRlv~ years of excellent harvcrts, the 1972 rice crop suffered 
from lnndc~uate rainfall dur.i.ng the ellrly plantlng sermon. Imports 
of rnf.ll<'c~ rf.ce, whf.ch were only about 1110 11 000 tons in 1971 11 rose to 
285,000 ton~1 in 1972

111 
amf nbout 100,000 tons in J'l73 .. 

Tn additlon, 1972 was the first yenr in which the U.S. troop 
withrlrnwaJ severely affected Vletnam'n foreign exchange re8ources@ 
The combine~ rcsul~ of the diminishing number of U.S. troops in Viet­
Nam and the shift to the new official rate of exchange was to lower 
Vietnam's earning~ from the U.S. prenence to abciut $229 million, e 
decline of nearly $175 million from the 1971 level. An increase in 
exports 11 large in p 'rcentage terms but small in dollars, and some 
saving in invisible expense~ helped, but it was necessary for Vietnam 
to draw rlown her foreign exchange reserves. 

Adclitionally, Vietnam's expenditures for the wa~ and on 
programs r~lated to the war rose sharply in 1972 11 as the number of 
soldi.er~ and police increasC'd and their pay was raised 11 and as outlays 
for ~etcrans 1 benefits, refugee relief, and aid to the families of war 
victim~ increar,ed,, · Payments to landlords under the lm1d reform 
program also increased during 19720 

In short~ the economy suffered a decline of uncertain but 
undoubtedly rather severe proportions in domestic output, earned less 
dollars and had to pay out far more piasters per dollar earned because 
of higher exchange rates 11 and at the same time expended more resources 



mi' the war .. The n~sult ifl that living r;tendarrl::i m.1ffcrnd sonw dC".cline 

·Although 1972 was a difficult year for the economy'.il some 
favorable developments took place• Exports ros·e sharply,: nearly <loubl 
ing despite. the damage' inflicted on one of Vietnam's. major exports,· 
rubber.. Tax collections also' showed improvement., Savings and time 
deposits in the banking syste~ continued to rise from ' total o( 
50.2 billion piasters $t the end of 1971 to 116.4· billion by December 

Additional GVN ~conomic reforms were another favorable deve 

Finallyt on the credit side of the ledger for 1 can be 
sai.d that the economic reforms of 1970 snd 1971 held up well in the 

of di.fficultie~. 

Ba Events in 1973-74 

1975 may, by comparison, soften the memory nf the 1973-74 
period.. As 1974 ends, mo:>t Vietnamr~sP looked back on two ycarR of 
increadng hardship and ;.;trcs<1 11 and forewanl wi.th a sense of forebodi.nge 

Despite the note of peace and optimism on which it beBan, the 1973-74 
period has been a time of dectining incomes, increasing unemployment 
and intense military activity. The economic problems of 1973 proved 
more intractable in 1974. The deflationary spiral of 1973, which was 
partly obscured by inflational pressures until the Dccond quarter of 
1974, gain0d mementum as 1974 progressed. The last major increase in 
petroleum prices, in January 1974, hit the economy very hard. 

Untt1 the POt price increase, economic conditions were partly 
obscured by the world buying spree, and particularly the euphoria of 
Japanese buyers. In the ~th quarter of 1973, Japenese buyers were very 
active in Rhrimp and lumber, critical exports for Vi 1 ·tnam, and 9ppeared 
to be almost indifferent to price. By the ('nd of the first quarte , 
some unmanufac.tured commodity prices started to stabilize or decline 
and inventory losse~ accumulate. Commcrical conditions, which were 
slack in 1973, declined through 1974. 

~~ the 4th quarter of 1974 commenced, the largent foundry in 
Vi:'tnam indicate·d a neerl to release half its employ('es, some ti:,x:t:ile 

firms wPre allegedly making payments in fabric and the largest cbtton 
textile firm war; operating at 60 pt-"rcent of capacity.. One measure of 
the contract ton in consumption is an. estimated 50 percent decline in 
milk product consumptipno There are very few exceptions to the general 
contraction, and even exports declined by 19 percent between 
and 3rd quarters; and the decline would be greater if seed in 
res 1 terms •. 



Cori1c>~~tic inflationary presr.ure ~ubrdded nftf!r the 1st quarter-
of ]<)]Ir Hetai.1 ·pricet) nf fo(lO proctuctA lecl lmlr:;'< incn•a11Pn1.1 but nnn 
food. prict•1; nctuu1ly dPclfn(l!d in tho Jrd quart<'r if 11<IJ11·,t<.1 d rur d1•vnlua 
ti.one The toltr·n f ncr<·a1H?! t.n nominal mm .. fond pdc<'~: l n tlH~ 1n1 qcwrun~ 
iH orulnou.'4 in thut pubHc sector f-~mployei;•s lud a 25 percent no]ary 
increases The ren~tlbn ~f ~tceR to public sector pay raises, including 

. the mUitary, hns been confined to foods fat the last year and · ha 1f. 
Purchasing power has decreased to the point where addltional income· ls 
spent almost exclusively on food. 

The withdrawal of American troops from Vietnam had of course 
been in progn~ss sinc.e 1969, and although it definHely affected incomes 
snd empfoymPnt as well 8$ dollar earnings in. 1972, 'not until 1973 did 
the great gap left by ·th' U.S. withdrawal appear as a dominating fact 
in the ccono:ny, 

After the cease~f:Lre of January 28, 1973, end the last depar­
ture of American soldier~ 60 days later, Vietnam waA left with n 
residual ann•rnl dollar earn:f.ng· rate from the U.S. presence of nbout 
$100 mUlion, compared to $403 million in 1971. The number of Vietnamese 
directly employed by the U •. S .. Misr,fon on September 30, 1973 waA 17')273 
compared to 160 1 041 at the peak in June, 1969 1 and 50,6Q9 in September, 
1972. It can he estimSted that the number of Vietnamese employed 
indirectly ns a result of the American preRence dropped by at least 
as· much. · 

The decline in U.S .. exp~nditures brought Vietnam's national 
income down by some 5 to lOi.,. 'fhh blow fe 11 chiefly on the urban 
classes and the service sector of the economy.. Its most visible effects 
were on the cities of Central Vietnam where U.S. jobs ~d for years 
helped to alleviate some of the miseries of the refugee swollen popu ion. 

2.. /\gency for the Development of The Danang Area (ADOA) 

To reduce the \mpact of job loss in Central Vi<:tnam, a 
public sector employment ~um investment program for Dannng-area 
development was initiated. SubRequent ly, the program expanded to 
Pleiku, Dalat 9 and Quang Tin. By August, 1974, employment reached 
18,000 and a sister agency w~s establ:L~hed in Saigon (ADSA). 

ADSA commenced activities in September, 1974, and by the 
end of the month was employing 3,000, with an employment goal of 9 1 000 
by year-end. Initially, both urban and rural programs concentrated on 
long neglecteid maintenance work, cleaning and clearing canals, construct­
ing dams and dikes, and digging irrigation canals. 



·l 
l The Increase in World Prices 

The t~conomic impact or thE' U.S. wi.thdr.awnl wns nr,gn:ivnted 

by the. world inflaction ln commodity pricos whi.ch began· in 197? 9 

accelerated through 1973, pcaktng in the 1st quarter of 1974.. The 
imbalance in Vietnam's trade, with exports at 10 percent of imports 1 

precludes meaningful off-setting of import prlce i.ncrea·se by s 

USA In' a G&F f.ndex, wh!ch is heavily weighted by CIP- financed 
commoditir:>s, disclos~s th'? ext:et;it of .the world commodity inflation 

July, 1971 July 1 1972 

All Imports 100 108 130 232 

It should be· noted that since March, 1974, import commodity. 
prices have performed well, increasing by only 4,,7 percent.. In part, 
the increase over the March-to-September peridd is understated, for 
the unavailability from the U .. S. of selected commoditl es allowed 
Vietnamese importerR to shift shources of supply under CIP financ 
If Vietnamese tmporters subsequently shift hack to u.s~ sources for 
pr.oducta now purchase~t elsewhere, the lndex will jump" The index,, 
therefore, reflects the actual co'.;t or i.mports to Vietnam and is not 
strictly s?eaklng, .a constant market basket. 

4. The Level of Foreign Economic AID 
I 

Nominal U .. S. economic aid expenditure$ for Vietnam 
in' 1974 from the levels of the two preceding years lie In expenditure 
terms, assistance from AID funds and PL-480 compares as fo lows 

CY 1973 CY-1974 
·CY 1972 $ Mil lion 

AID 
CIP 283 258 365 
Direct Dollar Support 16 32 
Projects 60 1.1 40 
PL-480 1.18 144 240 

Tota 1. 

Thitd-country aid and inteinatlonal institutions arc also 
increasing aid levels rapidly on a commitment basls 

1/ In ln4 CIP general licensing, excluding POL and fertilizcr,has 
decreased 40% from the 1973 level on an average monthly sis0 

... 5 ... 



In 1973 there was no third country assistance for balance-of 
payments puqH11H~s (all such oid was proJect related). Jn 1974 11 

Japnn, Tai.wan and France provided $1•5 mil Hon in genernl import 

supporte Third-country ald ln 1974, again on a commitment basl~ 
is estimated at $186 million, up from $108 million ln 1973 and 
$52 million in 1972.· 

5. Agriculture - Rice 

Agricultural technitians are hoping for a 5 percent crop 
increase iri 1974-75. The 1q73_74 crop was an estimated 6.6 million 
metric tons, and a repord. Redu~ed applications of fertilizer and 
less than opti.mum weather conditi.ons may reduce the expected 1974 
yields. To counter the decline in fertf lizer. application, the GVN 
improved production incentives by increasing the .rke price in Ju 
and began su~sidi~ing. fertilizer in September. 

The fertilizer subsidy and market pressure reduced the 
wholcsaJe price of urea by almost 20 pc~rcent,and the sale of NFJ\ rice 

stocks stabilized retail rice priceo in the late nummer. Since the 
beginning of 1973, the price of th(' common type of rice has :l.ncreesed 

140 percent. 

6. Imports 

In dollar terms 1 total imports rose to about $620 million 
in the first 8 months of 1974, from the 1973 level of $515 million. 
The sources of financing were the following: 

USAID CIP 
PL-480 
CVN-financed 

Total 

1973 (8 ~os.) 1974 (8 moa.) 
$ Millions 

176 
121 
218 

21~0 

200 
180 

620 

In real t~~m~ 1 the levels actually dropped. The average 
licenserl cost of 1974 imports was'ap~roximately 75 percent higher than 
1973, and while tre landed co~t increase is lower than th<~ 1:1.censing 

increa~c, it is more than enough to eliminate the dollar increar.e., 

If the licensing cost index is lagged six months (to appr.oxi.mate 
landed costs) P the increase in cost is approximately 55 percent and 
the deflate~ value of 1974 imports ia $400 million for a decrease in 
real imports of 22 percent~ 



In fa·c:t:, and. as the following table demonstrates, if 
import level$ are adj~sted to CY 1972 prices, the real level 
1974 import~ ls significantly lower than all years since. 1966., 

ECON TABLE I 

COMMERCIAL IMPORT PAYMENTS 

1963 - 1973 (US$ Million ) 

' .!.2!?l ' 1 C)fi/i 1965 '1966 19'67 1 '~68 

GVN 76.0 91 •• 0 85.0 237.0 288 .. () 30900 

(AID Freigh~} (2) (3) (7) ( 16) (26). (28) 

CIP 119.0 10:5-.0 155.0 259.0 194.0 101.0 
Pt-liBO -1§..& 34~0 /~8.0 76.0 153.0 138~0 

Tot.al 221.0 233.0 288.0 572.0 635.0 54800 

Import Prices 
( 1972: 100) 74.4 75eJ 76.8 78.5 80.0 80.0: 

Import ($ 1972) 297.0 309.lt. 375.0 728.7 791 .. 7 679.9 

1969 .!ill 1211. 12}2 1973 1fil 

GVN 424.0 390.0 374.0 . 276 .o 314.0 
(AID Freight) (21) (30) (23) (27) (29) 

CIP 177.0 181.0 259.0 284.0 258.0 
FL·l~80 ~ 121.0 81.0 118.0 lft/~. 0 

Total 689.0 692.0 714.0 678.0 716.0 

Import Prices 
(1972: 100) 83.2 ·87.6 90.3 100.0 135 .o 

Imports ($ J.972)828.1 1 790.0 790.7 678.0 530.4 1_.00 11 

.,.,_..,... _______ 

1/ Estimated. 

ThA composition of imports by commodity has shifted away 
from lr.ss eHscntial imports necessities. Since later July when 
additional measures were taken to deter import demand for less 
essential soods, the proportion of less ~ssentiale to total GVN­

fi~anced imports has fallen sharply to about 19% or less~ This 
compares with a rate of 38% in 1972. 
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The ten moAt important import commodities ln 1973 were 
the following: 

$Mi lllons 

1. POL .82 
2. Rice 71 
3. M~chine'ry · 68. 
4~ ~ugar ·59 
s. Fertilizer 57 
6. Ysrn and' Thread 36 
7. Iron and Steel 35 
8. Wheat 29 

. 9 .. Pharmace.uticals 27 
10. Cotton 23 

7. ~~ports 

Exports i.n the first nine monthr-; of 1974 were $58 milliont 
almost douhle the value of exports in the same period in 1973. The 
total value of exports ln 1973, $60 million 9 was 160 percent greater 
than the value of· 1972 exports. The following list lndi.cates the 
most important exports: 

1973 (9 months) 

Fish Products 
Rubber 
Forest ~roducts 
Tea and Coffee 
Scrnp 
Han<licraft Products 
Due k fea tl1P rs 

8. Foreign lnvestm~nt 

s.o 
5.6 
9.1 
1.4 
5.0 
0.9 
0.9 

1974 (9 months) 

19 .. 8 
11.. 1 
10 .. 0 
6 .. 3 
3.,0 
LB 
0 .. 8 

Although potential large inv~r.;tots have been hesltant to 
made major commitments ,in Vi.etnmr, consic.lercibh, tnterest continueR 
to be expre~sed. Several investor groupR are exploring tourist 
faciliti-eR~ from a large rP.sort complex in Dnlat to new hotels in 
Saigon. In ter~s of U.S. inveRtor interest, however, the most Rignl­
ficient recent development hRs been the extension of OPIC guarantees 
to Vietnam. Several applications have been filed for OPIC coverage, 
and it ts expected that the availability of OPIC will whet the interest 
of major U.S. investors already attracted by low wages. 



~he export processing zone is off to a good start .. 

Foreign interest in small investmcntn in the zone has been highe 

In many ways, there is a similar resporiseto OPIC guarantees and 

the Saigori E~port Processing Zone: the large corporations are look­

ing and the small corporations are investing. :A few large invest~ 

merit~, or.a major oll discovery ma~ ~rovide the ne~essary impet~s 

for many additional inve·stors lnterested ifl· e~ploiting the lowest 

wage ~cales in East Asia. 

In the last is months there h•s been considerable acti~ity 

in offshore oil. The fir~t ~ease bidding, which was postponed in 

1972 11 was held in July 1973, noel the second round was completed in 

May, 1974.. The two ro,unds result<~d in receipt of slen:i.ture bonuses 

of $47 million. · 
· 

The f:f.rst well ddllecl by Sltell's subsidiary~ Pecten, 

resulted in encouraging trace discoveries of petroleum; and the 

second drilling attempt discovered oil and gas. Dr~pite considerable 

GVN interest in early disclosure of a commercial petroleum discovery, 

Pecten has been .extremely conservative in announcing its finds., In 

early November, Mobl~ moved it9 platform to Vietnam to begin explora­

tory drilling, and two additional firms are expected to start drilling 

before the year ends.. The promising drilling operations of Pecten · 

appear to have encouraged competitor companies to commence test 

drilling as •arly as possible. 
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Commodity 

~CON. TABI..F. II 
!!fil]' PR Ir.E cortP ARJ SON 

(C&F US$) -

----~--~---------~~---~---o··-~--~·--o-----~----o--~------o~~~------o-
Nylon Yarn (70 D) 
A~etate (70 D) 
Rayon (70 D) 

. Wire Rods 
Black Plate 
Tin Plate 
Tripolyphosphate 
Caust tc Soda 
Alttmi.num Sulfate 
Polyvinylchloride 
.Polyethylene (LD) 
Polypropylene · 
Gnn Engine (6flP & under) . 
f•' 1 unreHr.<~nt 'I'ubes 
Ur•) a 

Fc•rtJ Hzor (Mlxed) 
DAP 
Mogn~ (regular) 
Mogas ( premf.um) 
Diesel 
Kerosene 
Fuel oil 

1/ FOB 

L,02/lb 
' 0 .. 82/ lb 
0 .. 9<J/lb 
193/MT 
210/~rr 
320/NT 
?.l12/MT 

.:.173 /MT l/ 
48/MT­

.124/lb 

.142/lb 

.153/lb 
72/f:et 
.3fJ/pc 

82 /MT 
12 3 /r-rr 
lltO/MT 
4.?.9/bbl 
5.36/bbl 
4.30/bbl 
5.12/bbl 
i 

3.06/bbl 

1 .. 02/lb 
0~85/lb 
1.09/lb 
226/MT 
290/M! 
3l•7 /MT 
489/N'r 
200/~rr 

/ 72/l'<rr! 
.176/lb. 
.178/lb 
• lM/lh 
77.10/Eiet 
.203/pc 

150/M'f 
l6 7 /M'f 
17'.>/rvrr 
4.29/bbl 

5.36/bbl 
4.30/bbl 
5.12/bbl 
3.06/bbl 

II Presently not available fo~ import. 
Source: GIP licensing records. 

February 28, 1974 

L63/lb 60 
1. JO/ lb 34 
LJ12 /lb 43 

469 hrr 143 
430/MT St'J 
400/rIT . 25 
500/ltT( est )'107 (est) 

25!~ /Mf l/ 4 7 
95/MT- 98 

.65/lb(est)424(est) 

.60/lb(est)323(est) 

.60/lh(eRt)292(eet) 
71/f'.f.'t -1 
.2~i/pc -36 

Jrj/MT '.1~7 

289/MT 135 
375/MT 168 
lL.51/Lbl 168 
13.13/bbl 145 
12.77/bbl 197 
13.46/bbl 163 
10.63/bbl 247 

60 
29 
30 

108 
48 
15 
2(est) 

27 
32 

269(est 
237(est 
226 st)" 

-8 
23 

l'.)0 

71 
114 
16H 
145 
197 
1~3 
247 

nf cour.se, many :l.temr. f.n the retail pri.ce f.ndex are 

influenced by a high f.mport colflponent, e.g., pnp<'r., ekctricity 11 

"beer. It is t~st:imatcrl that (leaving rice ani.de) about half of th~ 

increase in the retail pr.ice index can be accounted for by imports0 

Rice i~ a r,pucial factor. During 1973, the dollar price of imported 

PJ,-480 rice rose sharply, and the GVN responded by raising the 
official price of imported rice,but more slowly, absorbing part of 
the impact with subsidies. Imported rice, representing the 1 

.supply in a tight market, tended to set the price for domestic 
varieties •. 

·10· 
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I. Although OPEC a~nounced lnrge price increases in petroleum 
products at the frnd of 1973, the GVN held-off retail prtce increases 
until old Rtocks ~ere drawn-down, and decreed new prices on the 26th 
of January ~hen gasoline was· set at $1.65 per gallon. Pushed by the 
dramatic cost increases in petroleum, retail prices jumped 21% in 
ht quarter,, wlth petroleum-related prnducts accounting for 60io of 
pt lee f.ncreE:Cs~. 

9. Energy Crisis Comes to Viet-Nam 

With rapidly rising prices, POL imports in 1973 cost about 
$82 million, compared to $60 ~illion in 1972, for a physical volume 
less than 1% greater. With the January, 1974, escalation of prices 
the estimated 1974 import coRt for the Jame volume was $200 million-
.an unacceptable figur·e. In November, 1973, the GVN rair-:ed ·POL prices· 
by percentag~s ranging rom 28 to 30. The price· of premium g~soline was 
raised to .VN$ll1S per liter, equivalent to $LOO/gallon at :the 550 rate 
of exchange. In January, 197~, gnsolinc was raised to VN$245 per litert 
equivalent to $1.65 at the 550 exchat1ge rate and $1..38 per gallon at 
the current 670 exchange rate. Other measures to restrict consumption 
wrre initiated, e.g., cuts in air-conditioning of CVN -0fflccs. 

The impcct of pricP increases in petroleum were and remain 
profound~ On the plus nf.de, comme.J"cial sales of gasoline hnve been 
reduced by one-third and kerosene· sales fully two-thir<ls, providing a 
great stimulus to local charcoal production. Although not confined to 
diesel~userR, the January price increases had a severe economic in1pact 

in use~s of diesel fuel. The diesel liter price, which increased from 
60 to 125 pinster pe~ literj all but stopped fishing, curtailed the 
forestry and trucking industries; and only when the diesel price dropped 
to 95 did ~ctivities resume, but on a lower level. Buses and bicycles 
lncreasln~ly replaced private vehicles throughout Vietnam as petroleum 
conservation b~came on ecbnomic necessity. 

10.. G\ft'.! P.udget Expenditures 

GVN expendituresi totaled VN$515 billion in 1973, an incrcaAe 
of l~5% over 1972. Since prf.ces increased L1.S% y0ar-to-ycar, the GVN 
budget was constant in real t~rms in 1972 and 1973. The estimated 
1974 GVN budget is VN$720, an increase of li0%, and the year-to-year 
pri.ce increase will be approximately 50%. In real terms, therefore 9 

the GVN budg~t declined in 1974. During 1973, wages of GVN officials 
and military employees were ralsed by VN$3000 per month effect 
September 1, 1974. The average increase in payroll cost of the 
.raise was about 17%. 

-11-



In July~ .1974, civil and military employees received a 
raise. of. approximately 23%. In~cw of the 126% retail price increase 
over 21 month~ (1973-1974), the pay raises total~ng 44 percent pro~ided 
only partial:prpte~tion.again~t inflation. 

11.· CV~ Receipts 

Domestic t.1.rn: receipts rose. sharply. 'in 1973 .. Total collections 

were VN$193 billion, of which collect:f.ons by the Directorate General 

of Taxation (DGT) were VN$168 billion and other receipt~ VN$25 billion 
This compares with total domestic collections of: VN$100 billion in 1972 

Th•~: amount of renl i.ncrear.e, a~tc'r adju.c;tm0nt for a .Ycnr to-

ycar price t.•vel increD!~C of some 1~5%, was approximately 3117., T.he 

mary cau::;e of the revenue gain waR the· 197.2 re form, which completely 

revised all tax lcglslntlon. · The most spectacular feature of the new 
tnx system.was the in~roductlon of a Value Added Tax on July 1, 1973© 
Or.igi.nally levied on nearly all tra1;sactions, H was partially res 

in A11gttf)t to ex<:~rnpt retaf 1 sales, rice, and some service.sit Dcr.p 

thi.s step back, receipts fr.om VAT reached VN$?.8 bilHon in 1973 and 

VN$6l bHHon in 10 months of 1974. 

DG1 tax collections in the first 9 months of 1974 increased 

62 percent over the same prrlod in ]Q73. With price increase~ in the 
periorl of the same amount, revenuen were unchanged in real te~rns0 

fhe drop in imports of highly-taxed luxuries and less cnsential 

commodities over the period JQ72-1'>7l~, resulted in an 11% drop i.n cuatoms 
. revenues. In nominal terms, Customs revenues increased 12% between 1972 

and 1973. With collectlons estimated at VN$l•2 billion, a nominal decrease 
of 15% iR estimated for 1974. 

12.o Ranking and Credit During 19711, total commercial credit 

outstanding in Vietnam rose 19 percent from VN$150 billion to VN$ 

billion vy September~ Saving and time depoqfts in the sam0 period 
, rose 45 percent as indicated below: 

Dec 31. 1972 Dec 31, 1973 
.. - - - - - -- .. -- - $ VN Bi 11 ~ H • 

Savi.ngs Deposits SR.S 9?. .. 2 111 1~. 0 

Time Deposits 57.9 59.3 7 (j ,,/_. 

Sub-Total 116 • '· 
· 15L5 220 • .1~ 

Demand Dcpos i. t c:; 39.2 54.9 52e4 
Total 155.6 2 06 ~Jf 272 .. 8 

In view of the estimated increase in prices during 1974 of 
38-40 percent, interest rates continued to be negative for the year an 

e whole. Since March, however, the quarterly rate of retai 1 price inc 

.has been e little over 6 percent and the interest rate has been ive 
by a narrow margin. 



C. GVN Economic Policies 

By and large, the .GVN's economic polici.es during 1973 ... 197!.i. were 
formulated in the 1970-1972 period. Exchange rates continued to be 
flexible. During the period, the offic:hl rate changed from VN$46 
in January 1973, to VN$670:1.00 in October, 197 4.. CIP rate •Tln'\l.ro:iiirll 

from VN$320 to VN$610, and the· export rate .changed from an 
subsidy of ~p.,roximately 101. to an interest rate subsidy. 

The change !n subsidy for export was prompted by 'the IMF 
visit, and i..·ecommendations in early 1974 to unify 
structure.. In spite of the change in the ra.te structure and 
reforms announced in Ju,y, 1974, the import management system 
largely unchanged over the period. The July reforms, which 
public sector wage hike~ a fertilizer subsidy and rice price 
~rohibited non-essential imports and created a brief flurry 
speculation .. 

Over 1974 the combination of tighter import credit_ new 
prohibition~ and depressed business activity has resulted in 
low import di:!m&nd 11 which h illustrated below by the monthly 

. licensing and letter of credit openings. 

remained 

increaee 9 

currency 

Monthly Import Licensing (Excludes POL, Fertilizer and PL-~80) 
1974 

1973 Jan-Mar A~ril-June 

Licensing: 43 38 19 22 

Interest rates increased modestly during 1974, as time deposita 
moved into the 19 to 26% range for one-to-twelve-month depoRits respect 
Commercial bankers estimate that by the third quarter, most conunerc 
credit cost the borrower 34 percent, up from about 26 percent in 1973., 

In the s~cond and third quarters of 1974, commercial bank i 

out.standing increased marginally, notwithstanding Rubstantial increases 
in bank liquidity. With poor business conditions, Bank holdings of 
Treasury Bills increased by VN$39 billion in eight monthao 

In 1973, the GVN' e dee policy shifted sharplyo In August the GVN 

. intervened actively in rice markets, decreeing price controls, 
quotas and a hlockade of NVA-held areas, In July, 1974, to lncrea 

incentive for farmers, the GVN increased rice 
sidized fertilizer by 20 percent. The subsidy wae 

h expected to stimulate fertU iztir purchases 
now down by 20 to 3oi. 



I 
I 
j 

Tnx Collfl9et.lonff ... ln 1971.. thc;, GVN ,f~cr"'•~d n numhn of. Urn mf'IHHDll''fHt 

whlch taken ae a packtitg(! con1Utut~d a bn~f c r.4'"fotm or tlH'~ dm114<iNf. k 

system •. In 1973, through the vlgoroun efforts of the Dir@ctorRte 

General of Taxation· (DGT) 9 the new system bore resul tB 'far beyond 

· anyone us expectations·e There h perhaps no better indication 

GVN' s recent self-help efforh than its 1973 domestic tax performance@ 

In 1974, however, general economic conditions precluded an impressive 

new gain ln revenue. 
· 

19i3 domestic tax receipts reached VN$193 billion compared 

billion coll~cted in 1972, 8·9l percent lntrease (see Table 

IV provides comparative data of 1973 domestic tax perfor~ance with that 

of previous years. The data show that 1973 domestic collections adjus 

for price inflation rose 34 percent over 1972 receipts, by far the t 

one-year ohowing of recent record. (Estimated 1974 and 1975 tax s 

are provided in Table VI). · 

Table V compares domestic revenues with import revenues and,, gn 

aid, a.nd relates them to GVN expenditures ... Measured as a proportion of 

GVN expenditures, 1973 domestic receipts were 38 percr.nt compared with 

28~29 pe~cent prevailing in the previous four years. The results reflect 

the .effects of the exchange ra~e and tariff reforms of November 15, 197lv 

which re~ulted in t~e bulk of customs revenues shifting to the 

rate. This h evidenced in the large d.ecrease in 1972 "Foreign 

and the sharp increaae in "Foreign Aid" (U.S. counterpart) a 

... 14 ... 
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ECON TABLE III 

G 73 

. A. Total Revenues 
1. Domestic 

.2. Foreign 

B. Total Dome.sti c 
1 .. Directorate General of Taxation (DGT) 

a .. Ird:i rect 1/ 
(VAT· & Special Consumption Tax) 

h. Reg:i. strati. on 
c .. Direct 

(Income Tax) 
d., War Relief Taxes 'l:) 
eo Perequation Taxes 'J:.I 

2. Government Agencies & Miscellaneous 
3. Perequation Tax on Beer &·Soft Drinks Y 
4. Ijottery Receipts 
5. War Relief Taxes §) 

c. Total Forelgn 
1. Customs Duty Receipts 
2. Other Cnstoms Receipts !!) 
3 .. Perequation J) 

146.,7 
99 5 
47. 2 

99a5 
67.6 
42.l 
(o ... o) 

8 .. 2 
16,.3 

(1L4) 
·LO 
o.s 

16 .. l 
700 
4.2 
4.6 

47. 2 
27.7 

0.6 
18,,9 

9 
(96.9) 

7 4 
28.5 

(21 5) 
0 6 

20~0 

18.,8 g_/ 
0 9 
4.,9 
0 0 

9 
0 6 

22 .. 0 

JJ One of the mnjor features of the new tax system was the consolidation 
of a number of indfrect, exci.se, and perequation tuxes within the VAT 
and Special Consumption 'fa}{. Other indirect' tnxes include those on 
motor vehicles, entertainment, and rlmteing. Totals exclude oil conceedon 

Y Upon implementaUon in May 1972, war rel:i.ef taxes were col] r~rtEcl by 
two agencies, DG'l' and. MTL DGT collected minor cntegod es or these 
taxes such as those on restaurants and entcrtairnneut while the bulk 
of collections were made by MT! on selected commodities including POL 
fuels, tobacco, beer, etc. On Decemhe:r; 1, DGT assumed responsibility 
for collecting all categ<?ries except those on POL fuels which were 
picked up ,January 1.-· Item B .. l.d. represents those minor categories 
origi1wlly collected by DGT while item B.Le. represents those collec­
tions originally made by MTI but now collected by nr,T. On July 1, 1973 
the minor categories were dropped. However, those previously collected 
by MTI but now. shifted to DGT are reported separately as "Perequation 
Taxes" (13 .. L eQ ) .. 

!/ Estimate .. 
!/ Collected by M'I'I until March 1, 1973 at which time converted to an 

ad vulorem tax and ·collected by DGT as a special consumption taxo 
§) Collections by MTI. Also see footnote #2. 
§) "Other Customs Receipts" include collections from the Fraud Repression 

Service, interest and commissions; fines and seizures, overtime fees, 
circulation tax receipts, sanitary tax receipts, and other miscellaneous 
collections. 

]) Collections by MTI and NBVN for the Perequation Tax Funde These are 
additional to those collected by DGT (item B.l.c.). 

- lS· 



I.. 

II. 
III.. 
IV. 
v .. 

VI .. 

ECON TARLE IV 

GVN DOMESTIC REVENUES, 1967-73 
. ACTU AI"' AND H EAf, 

(VN$ BILLION) 

Directorate General of Taxa-
ti on .(DGT) Collections 17.2 19.l 27.3 

Other Domestic ·.Receipts !/ 8.2 8.7 11.1 
Total Domestic Revenues,Actual 25.4 27.8 38.4 

. Adjtt stment Factor. for Inflati'onE./100. 0 127.9 153.,9 
Total Domestic Revenues, Real . 25.4 21.7 25.0 

(1967 Piasters) 
Percentage Increase (or Decrease) 

Over Prior Year N/A (14.6%) 15.2% 

1973 
~ 

37 .. 9 49 .. l 67 .. 6 168 .. 4 
15 .. 4 22o3 27 0 3 24~6 y 
53.3 7L4 99 .. 5 19300 

209 .. 5 24400 308,.2 447 .. 0 
25 .. 4 29 .. 3 32.,3 43 .. 2 

1..6% 15.,4% 10.,2% 33., 7% 

!/ Includes Government Agencie~ and Misce~laneous Receipts, National Lottery Receipts, 
and Perequation Taxes on Beer and Soft Drinks. Sugar Development Fund Receipts·are 
excluded due to unavailability of data prior to 1971 and uncertainty of 1971=73 data., 

'Y Estimate .. 

2/ Inflation adjustment factor is NIS Snigon Consumer Price Index for Working Class 
Families (w'ithout Rent) converted to base 1967 a 100 .. 

Source: USAID/VN 

ECON TABLE V 

GVN EXPENDITURES~ REVENUES 2 AND FOREIGN AID 
(1967 - 1973) 
(VN$ BILLION) 

1967 1968 1969 1970 1971 1972 1973 

I.. Expenditures 98 121 133 187 253 368 505 
IL. Revenues 49 55 88 125 183 149 247 

A •. Domestic (25). (28) (38) (53) ( 73) {102) (193 )* 
B .. ·Foreign (24) (27) (50} (72) (110) (47) (54) 

III.. Deficit Before Foreign Aid 49 ·66 45 62 70 219 258 
IV. Foreign Aid (U.S. Counterpart 

Funds) 15 20 25 28 31 101 128 
v. Deficit After Foreign Aid 34 46 20 34 39 118 130 
VI.. Deficit After Foreign Aid as 

Percent Expenditures 35% 38% 15% 18% 15% 32% 26% 
VII.. Domestic Revenues as Percent 

Expenditures 26% 23% 29% . 28% 29% 28% 38% 

* Estimate, excludes co·11ections for Sugar Development Fund .. 
Source: USAID/VN 
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' ECON TABLE VI 

1971 illl l2Z1 197tJJ -
Expendi.(ures 256 ill 119. 

Security J/ 177 226 284 347 443 

Civil Operations 63 109 181 233 290 

Economf,c Develop•nt 13' 20 40 50 150 

Subsidies 11 3 10 90 

Resourc~s ~ 355 211 720 

Taxes 177 143 254 335 410 

(Domestic) (66) (96) (201)2/ (293)i/ (370).21 

(Import) (111) (47) (53) (42) (40) 

Aid counterpart 22 65 113 260 331!!/ 

Treasury Bond Sales 18 38 17 65 .... 

Total Resources 217 246 384 660 741 

Deficit (Ex. mlnu, Resources) 39 109 " 131 60 237 
(l of Expenditures) (15) (31) (25) (8) (21~) 

Defictt aft~r Taxes only 79 212 261 385 568 
(% of expenditu~es) (31) (60) (51) (53) (58) 

\ 

J/ Estimate. for 197S: Proposed budget • 825; pay raise - 55 
· effective July 1); subsidies - 95 

lizer • 60; Rice - 20; Export - 1 . 
ll 

carryover LTTT compensation from 1914 - 3" 

ll Includes MOND and MOI 

}/ Rice, Export, Fertilizer 

fl/ Includes VN$49 other Donoir Counterpart 

Included oil concession fee1: 1913 .... 8; 1974 - 20; 1975 -



L Vc:tlue-1\dded T~x · (Vl\T) - In reviewing 1973 tax performance, the stx: 
months ending 12/31/73 ·were pa'rticularly significant as this perj:ocl witnessed 
the installation. of the co11t.roversial VAT· tax (7 /1/73 ).. Though the VAT was 
subsec}uently Hmi.t~d in scope due to public outcry, it stj_ll has become a 

· major revenue earner, g~nerating vN$28 ·billion or 28 percent of. total DCT 
collections .during. the second half .of 1973. · In the 10 months through October 
1974, the VAT generated VN$6l billion: and accounted the same share of DGT 
income, th~t is, 2 9 percent; 1.973 ... 74 col] ections compare with VN$9 bJ llion 
collected during the same. period in 1972 for taxes replaced by VAT,, The VAT 
was therefore, one of the most significant self-help.measures taken :i.n recent 
years .. 

2. Additional Revenues Accruinl! from POL Price Increases - The increases 
in retail POL prices will bring an increase in POL-related tax revenues esti­
mated at VN$30 billion in 1974. Rather th~n ~bsorb part of the OPEC price 
increases in redticed taxes, the GVN has maintained its basic tax structure 
intact which effectivelr amplif:f.ed the OPCC prices• The intent was to reduce 
consumption and conserve forei.gn exclumge. . 

3. l~xports - While tax performance i.n 1973 el«'!Hrly df!monstratod <WN 

self-he] p efforts, export promotion dc:::;erves equal acclaim.. t:xpurt earnings 
rcpo.rted by the NBVN for Jnnuary-September 1974, are $58 mi ll:i.on eompure<l to 
$.61 mil.Hoit in for the full year in 1973, $22. 7 million in 1972, and $12-15 
million in the three previous ye·ars. Though world prices account for some 
of these increases, ~J;ie GVN has made export development a corner-stone of· 
its development policy. Toward this erld, the GVN has offered exporters a 
variety of incentives including subsidies, tax exemptions, technical assistance 

· aml travel privileges to explore prospecttve mHrkets .. 

E. Outlook for CY 1974-75 . 

·l·General·- While the resilience of the GVN and·the economy enabled 
Vietnum to endure a reduction (in real terms) in foreign assistance during 
1973-74, the r~duction in domestic production of goods and services.and 
·a decrease tn real terms in.imports without.any major breakdown, an inevitable 
result was n decline in real savings and investment.. The total new capital 
·investment, public and private, was about seven percent of.GNP, a rate not 
large enough to support the increase in production needed to match Vietnam 1 s 
three percent population growth rate. In short, the economy made no progress 
toward self-sufficiency and regressed i.n some respects. 

If ~-n 19,75 the total foreign aid continues to decline in real terms, 
the result will be even lower :savings and investment than i.n 1974 and a stagnn 
trend in exports. Unemployment will grow, income distribution will worsen, and 
the w~lfare problems wf.11 become more severe. The efficiency of GVN services, 
both .Ci Vil and mi.li tary, Will decline BS inflation erodes. the real income of 
GVN employees. The economic reforms and policies which the U.,S., Mission has 
supported Will not be sustained under such conditions and there be a 
reversion to direct con~rols. 



The c-9se for lower and higher levels of assistance, was made in 
Saigon 414 of Januar~ 10, 1974 (classified). The l~vel of ·a,slstance 
to achieve th~ ~eslred reeul~a or ~ven to av~rt substantial regression has 
increased substantially as a resuJt of the extremely high and rapid inc 
ln th~ cost 6f ~OL, fertill%er and other essentials in the 1973~74 periode 

The minimum level of assistance in FY 75 will probably result in 
the following: An. inflation rate of 45-50 percent, further deel ine in GVN 
real -wages, a reduced rate of new savings ·and ·time deposits, an increase 
speculation and ,hoarding, a decline in real investment, and an increase in 

·unemployment. In the longer ... term 11 this means that domestic production will 
fail to increaee, targets for import substitution and exports will not be 
m•t and there will be· no improvement in trade balances. Further, given 
this deterioration there are limited prospects for increasing third country 
aid, soft loawJ from int,rnatf.onal institutions, commercial loans or private 
investment. 

With the higher level of assistance and the counterpart divided 
mainly between productlon~oriented public works and-production credit.for 
agriculture and industry~ the following should result: savings and investments 
wouid be more than double that under the minimum level, absorption of moE;t of 
the •nnual increase to the work force in productive activity, inflation held 
to a 15-20 percent range and GVN real wages maintained. Over the. longer term~ 
the'impact would be more dramatic, as there could be rapid progress in exports 
and import subs~itution~ ~ decline in the trade gap, and an improved climate 
for obtaining third country and lnternatlon~l institutional aeslatance~ 

The Viet~amese ecotiomy cannot progress from its present, highly 
dependent condftion to one of· eelf .. suffichncy without p~ssing through a 
phase in which relatively.high aid levels permit investments great enough to 
generate self-sustaining improvement in production. But the increase in 
prices has raised the nominal cost of accomplishing this objective.. The full 
price· for failure to provide adequate assistance wil 1 ~ot be paid in 197 5-
the Vietnamese economy might endure more years like 1973 and 1974 because 
~t is reasonably resill~nt-~hut in 1976 and 1977. 

2. GVN Budget. Table VI below estimates the GVN 1975 national b·udget 
by major revenu~ and eKpenditure categories. As in 1974, security expendf. 
(VN$443 billion-..;including Minhtry of Defense, Police and PSDF) will consume 
almost half of tht! .budget, severely limiting the government'e capacity ,to 
devote resources to economic developrnent priorities. Nevertheless, eince 
1970. non-security outlays have been growing as a percentage of the total 
budget, from 29% to about 551. in 1975. Almost half of that amount will go 
for refugee relief and re•settlement 9 as well tH veterans benefits. 
major budget item is the "rice subsidy." The subsidy h actually 
governmental trllnsfer of .funds, rather than a true "expenditure", 
effect i8 to all0tr the government to sell imported PL-480 to 

and eoldbr1 at lover-than-co1t. 
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3. Balance of Payments. Table VII below presents. estimated 1,974 

and projected 1975 balance of payments transactions. Projections do 

not include this propo~ed loan. Even assuming another substantial 

of GVN foreign exchange reserves, the. level of real imports in 1974 

1975 will S·lO percent leas than 1973. .The projected 

the nominal value of : imports ii accounted for by.· sharply 

for essential commoditi•• 1uch as POL, fertilizer, and 

Exports 
Invidbles 

(Interest) 
(Currency Notes) 
(Oil Co. Fee1) 
(Other) 

IMF OU Facqity 
U.S. Assistance 

(CIP ... Ex POL) 

ECON TAB·LE VII 
BALANCE or PAYMENTS 

(US$ Mi 111001) 

(POL Reimbursements) 
(PL-480) 
(Direct Dollar Support) 
(Piaster Purcha1ea) 

Othel'" Donor Aid 
Total Receipts 

Imports 
. (GVN-Ex POL & AID lrel1ht) 

(POL Advances) 
(A ID Fre ~ght) 
(CIP - ~x POL) 
(PL-480) 
(Other Donors) 

.Invisibles 
Total J.>aYfl!ent~ 

c. Foreign Exchange Reserves 
Change 
End -year NBVN Reserve& ll 

~ 

80 
214 
(12) 
(46) 
(30) 

(126) 

rno. 
(260) 
(105) 
(240) 

(105) 
20 

1,024 

909 
(200) 
(135) 

(54) 
(260) 
(240) 

(20) 
85 

994 

' +30 

Ass~mes PY-15 AID appropriation of US$350 mill 
~illion for CI,. 

'J:./ ·Inclu~e1 forex, gold, SD&, IMF 1old tranche. 



SECTION' II - INDUSTRY· SECTOR ANALYSIS AND CONSTRAINTS 

Ao· The Industry Sector 

1.. Rnle of Industry in the ]:cono~y 

The industrial sector· is small, only about 810 of GNP, (lnd is 
dominated by textile production, particularly weaving, food processing~ 
beverage production and pharmaceuticals (Table XVI). 'During 1972, the 
textile industry employed 2970 of a 11 indus tria 1 workers and the fond 
prC'cessing and beverage f.ndustries employed 20%0 Vietnam has favorable 
wage rates which help make numerous types of labor-intensive manu­
facturing attractive, including textile spinning and weaving, garment 
making, electronics, lumber and plywood manufacture, footwear, and other 
products requiring· natural rubber. During the first quarter 1974, for 
example, average gross earnings of production and sPtvice· w6rkers in the 
food processini and ~ade-up textlle ind~stries were VN$25,783 (US$40a29) 
and VN$15,454 .(US$24.15) ~er month respectively. 

According to a recent survey made by Busiriess International­
Asia Pacific' a Hong Kong based business counselling finn, labor in 
Vietna~ is amohg the cheapest in the region. Th~ following table gives 
an idea of how labor cost for five selected occupations in Vietnam com­
pares with wage rates of other countries in Asia. Table XII shows 
average wage costs by ind~stry in Vietnam. 

TABtE X 

AVERAc'E MONTHLY SALARY IN U.S. DOLMRS 

Senior 
· ~le~trical Executive Sales Skilled Truck 

Country· Engineer Index Secre~ary Index Clerk Index Worker Index Driver Index 

Hong Kong 462 100 428 100 149 100 168 '100 182 100 
Korea 215 47 215 '. 50. 178. 119 128 76 168 92 
Malaysia 865 187 376 88 116 78 128 76 78 43 
Philippines 154 33 132 31 55 37 58 35 53 29 
Singapore 487 105 340 79 120 . 81 174 104 9,7 53 
Taiwan . 158. 34 258 60 90 60 106 63 96 '53 
Thai land.· 388 84 322 75 131 88 75 45 71 ·39 
Vietnam · 352 '76 111 26 '79 53 67 40 58 32 

Source: American Chamber·of Commerce in Vietnam, Bulletin, September 10, 19740 

... 24 ... 



TABLE XI 

GROSS NATIONAL PRODUCT BY U..1JUSTRY SECTOR IN CURRENT PRICES 

Sector 
Per Per Per Per ·Per Per Per 

1965 cent 1966 cent 1967 cent 1968 cent 1969 cent 1970 cent 1971 cent 

.GROSS NATIONAL 
PRODUCT 146.0 100.0 237.6 100.0 356~7 100.0 385.l 100.0 ~57.6 100.0 804.4 100.0 977.9 100.0 

I 

N Agriculture . 37 .. 4 25.8 55~3 23.4 102.0 28.6 106.3 27.6 156.6 28.1 245.1 30.S 299.9 30 .. 7 "" .I Industry 17 .. l 11.8 22.8 9.6 . 21.9 6.1 27.0 7 .o . 36. 9 6 •. 6 60.9 7.6 8 3.4 8.5 
Services. 10 48 .. 5 lJO.O 55.0· 183.9 52 .. l 202.2 s2.s 2s2.2 50.6 360. l 44.7-425.7 43.5 

Goverrunent 20.1 20.s · 47.2 20.0 63.6 17.8 76.4 19.8 108.~- 10.5 130.7 16 .. 2 170.9 .. s 
Commence 14.4 9.9 27.9 ll.8 42.6 1L9 35.7 9 .. 3 65.8 11.8. 96. 7 12.0 118.3 12.l 
Transportation, 

banking 1.7 5.3 11.8 ~ .. 9 18.8 ·s.J 14.9 3.9 24.9 4 .. 5 31.1 · 3.8 43.8 4 .. 5 
Rent 

other-services 15.6 10 .. 7 2S.7 10 .• 9 39.l 11.0 48.8 12.7 58 .. 8 10. 5 15.1 9 .. 4 70 .. 7 7.2 
Bet factor income l. 

from abroad 2 1.8 17.4 7.4 21.8 6.1 26.4 6.8 23.9 . 4 .. 3 25 .. 9 3.3 21.9 2.2 

Taxes, statistical 
differences 21..l 13 .. 9 29 .. S 12~0 46.9 13.2 49.8 12.9 8L9 14.7 138 .. 3 17 .. 2 168.9 17 .. 3 

Source: National Bank of Vietnam. 

Note: for 1971 are the most recent data 



TABLE xn 
. AVERAGE HONTHL Y GROSS EARNINGS OF .PRODUCTION 
-- AND SERVICE WORKERSliYINOUSTRY IN ·. .-. 

METROPOLITAN SAIGON· 19 74 

Industry 

Manu fac turi Y'g . 
Dairy 
Food products 
Beverage 
Tobaec·o 
Text HP. 
Rope and twine 
Made-up textiles 
Pulp and paper 
Printing / 
Industrial chemical1 
Drup,R and medecine1 
Paints 
Tires, rubber product& 
Plastic products 
Pottery, china 
Glass 
Clay 

. Cement 
Iron and steel 
Fabricated metal product1 
Electrical apparatu1 
Other induatrie1 · 

Electricity 

Constructiou 

Trade 
1 

Wholesale 
Hotels 

Transport 

Banks 

Hospitals 

1/ First ~uarter.· 
It VN$640 = US$ 

Source: Ministry of La~our • 

VN$. 

25,298 
•, 43,85] 

25,783 
36,250 
92.534 
21,045 
18,692 
1:5,454 
28,955 
21,098 
26 ,023 
22,089 
13,·499 
29,906 
15,612 
13 ,433 
18, 912 
15,560 
20' 521 
18,342 
25,476 
18,542 

' 28,575 

28,009 

24,101 

39,655 
42,448 
21,.168 

34, 124 

59,159 

39,974 

... 26 .. 

1974 
US$ 2/ --· 
39.53 
68.52 
40029 
56064 

144.58 
32.88 
29.21 

' 24 .15 
45. 24 
32.97 
40.66 
34.51 
21.09 
46. 73 
29.55 
20.99 
29.55 
24.31 
32.06 
28.66 
39.81 
2~.97 
44 .. 65 

lf 3. 76 

37 .. 66 

61.96 
66.32 
33.08 

53.32 

92.44 

62.46 



A large .porUon of major industrial materials, such as 
cement, continue to b~ imported and constitute a major foreign e~change 
cost. The· tt!xti le industry does· not produce enough to meet domes tic 
demand cJuring normal times and s~tbstanUal investment to increase 
capacity in ~ome parts· of the industry l~ required to satisfy the local 
market •. ·.The stru,,ct·ure of imports gradually has changed from food and 
manufactured prod·ucts toward ·raw materiah a·nd se·mi-finished products 
which constituted 33% of import1 ln 1971 but only 21% in 1968.. A 
(Jlajor expansion of productton and processing of vegetable· oil-seeds 
is anticipated, encouraged by hiih international .prices. 

· 2'. Post·-ceascfire Performance 

A series.of event•, .fncludlng the oil·embargo and higher 
petroleum·p~ices, res~lted.in stagnation and declining production in 
industry through 1973. The 1972 invasion and reduction of U.S. forces 
contributed_ .. to declines in domestic demand for industrial output. The 
rapid domf!stlc inflation, but slower increase in wages and salaries, 

. also have ~educ~d domestic de"'8nd. However, ·in spite of the real 
decline of personal incomea·and consumption there is a growing cons­
ciousness among Vietnamese bustn·e11mcn and government off:i.cials that 
economic problems are manageable and that industry can·play an i.mportant 
part in economic recovery. 

· Thnmgh mid-1974 the development banks. had m·ore loan appli ... 
cations .f.rom businessmen with economically sound. investment projects 
than they w~re ab le t9 finance 9 even though . i ndus tri a 1. development 
cred.it apprmcimately doubled. during each of the last three years .. Indus-

. trial export~ grew rapidly during 1973. However, the export drive 
slackened ln the fourth quarter of 1973 and remained.relatively stag­
nant in 197'4 although at a hf.gher level. Exports through August were 
$54.8 million, an annµal rate of about $7.5 million, which is below 
earlier expectations of $_90-100 million. (See table·xxn). 

The Investment Develoj,mcJ't Agency (ID/\) approved 176 projects 
during 1973 with n total proposed iriV(!Stmcnt of VN$llS b i.llion (US$23L.O 
mi 11.ion); 112 projects were approved during the fJ.r st ha 1f of 1974 wl th 
a total invescment of:$71.2 million. (See'-table XX). Privileges avall­
~ble under th~ investment law are ·widely regarded· as probably the rQ.ost 
generous among Asian countries. The Na tiona 1 Econ·omfc Development: 
Fund (NEDEF) approved projecta· thr.ough the end of 1973 utilizing vir..; 
tual.ly the entire VN$20 billion of available industria 1 and agro­
industrial c.r.edi t but received no additional funding and approved no 
loans until September ·1974 when VN$10 billion of 'riew funds were provi ... 
ded from "co\An.terpart· to NEDEF and VN$5 billion to IDB. 

Exports ·of the. industrial sector during CY 1973 were about 
$5.1 mi 11,ion, only 841, of total exports, consisting .of a wide variety 
of products· 'including flab aeal, cel'amlcl!I and craftware, paper products, 
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~otton and wool fnbrlcs. Industrial exports in CY 1974 are expected 
to expand to $15 million or more. 

The GVN has embarked on a vigorous program to eHtablish an 
Export Processing Zone (EPZ) by the end of 1974 and to expand ilie area 
and facilitirs ·of industriRl estates, particularly at Long Btnh, out­
side of Saigon. However, substantial investment in lnfrastructure is 
required. AID hopes to provide financing In FY 1975 for the EPZ~ 

3. ?oreign Trade Deficit 

The large imbalance between exports and imports of commodities 
and the expe~ted reductibn of g~ant foreign financing make closing the 
foreign tr8de gap an urgent task. From 1968 to 1972 export shipments 
ranged between $10 and $15 million annually. Import arrivals during 
1966 through 1973 averaged $702 million. An average foreign trade 
deficit of $634 million was registered between 1966 and 1973 based on 
foreign exchange payments data •. (See table XV). To a large extent 
imports have been of finished consumer goods or materials used in the 
production of .consumer goods. Over 50% of imports in 1973 were food, 
textile, and oil products. The first major effort of the GVN to close 
the trade gap was to reduce imports of unessential commodities. How"" 
ever, this has further depressed the economy, and to a large extent, 
has been offset by large increases in prices of petroleum and other 
commodities in 1973 and 1974. 

TABLE XIII 

IMPORT ARRIVALS BY MAJOR COMMODITY 

1966 1968 1970 1971 1972 1973 

Food, beves, & tobacco '145.4 259.9 176.8 130 .. 8 175.3 252., 8 
Petroleum, oi 1, lubricants 30.2 30.8 36.5 28. 2 ' 75 .. 6 86 .. 7 
Construction materials 61.6 34.4 66.4 17 .. 5 77 .. 7 52" 3 
Chemicals 45.7 43.8 102.1 100.2 98 .. 9 117 6 
Textile industry 68.6 51.2 68.8 89 .. 6 94 .. 9 8L9 
Metals, metal manuf. 23.0 17.0 11.2 9 .. 4 7" l 10$3 
Machinery 77.6 67.4 86.2 105.7 105 .. 4 6~.,2 
Vehicles, parts, tires 58.7 61.8 38.6 34.3 27113 17.7 
Pulp; pape~ products 12.4 8.5 16. 7 17.8 12 .4 18 .. 9 
Others 84.0 132. 7 111.8 111..5 --

Tota 1: 607.2 707.5 715.1 705.0 --
Sources: te Gen.era! of Customs 
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Exports of manufactured products thus far have .been sma 11 and 

at least two-thirds of the commodit1e~ exported in 1973 were processed 
or semi~processed agricultural or other extractive products~ 
potential of the manufacturing sector to produce exports, therefore 
has been virtually untapped in spite of att~act1ve wage rates and in~ 
~estment privileges. 

TABLE .XIV 

EXPORT SHIPMENTS BY MAJOR COMMODITY 

Rubber 22~.5 9.7 8.9 9.4 5.7 e7 

Coffee, tea, spices 2.0 ' 0.9 0.2 0.3 Oo3 3114 
Fishery products 1.0 o.s 0.3 o.s 4.3 13 0 

Duck feathers 0.7 0.4 o.s 0.4 o.s L3 
Forestry prcducts 0.1 LS 6.,8 

Metal scrap 1.0 1.0 1.1 6.4 
Others _..b.!_ 0.2 o.s 0.6 -1d 

Tot a 1: 27.6 11. 7 11.4 12.3 15.7 

Source: Directorate General of Customs 

Although exports quadrupled in 1973 the foreign trade deficit 

remained above the annual 1966·73. average and exports were still only 

8.5% of imports. These facts underlie the urgent need for industrial 
credit to be concentrated in fo~etgn exchange saving and earning pro~ 
jects. 
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TABLE XV 

FOREIGN. TRADE DEFICIT 1966-73 

Year Payments Payments Deficit Imports 

1966 . 572 23 549 4 .. 0 
1967 635 20 615 3., 1 
1968 548 11 537 2 .. 0 
1969 689 15 674 2 .. 2 
1970 692 12 680 L7 
1971 714 13 701 L8 
1972 678 23 6'55 3 .. 4 
1973 716 61 655 ---
Averase ~ -1L ~ 

ll GVN financed, CIP, and PL-480 Title I imports only; excluding 
Project and PL-480 Title II aid. 

{%) 

'!:./ "Gen~ral Procedure" export:s only; excludes.barter and re-exports 
of POL and POL bar~els, the exchange fpr which flows directly to 
the oil companies'. accounts abroad and not the National Bank. 

Source: National Bank of Vietnam 

4. Dec lining Production. and _Em£!~.Yme~.!. 

Although investors are interest~d in undertaking expansion 
projects in ~ome industries, production and employment in manu­
facturing :is a whole have not starter' to recover from the declines 
in output followi~g the third quarter of 1971 when the manufacturing 
production index reached a pe.ak of 251. The index fe 11 to 236 in 
1972, to 202 in 1973, and to 171 during the first quarter of 19740 
(See table XVIII). Thus, according to this index, production has 
fall~n 20% from 1971 to 1973. The ~ecession in the industrial sector 
is widely recognized, but it should be acknowledged that the index 
of industrial production is not a fully reliable indicator because 
many new firms have entered production ·and old firms have gone out 
of business since the sample was prepared • 
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Although manufacturing pioduction has declined most employees 
appear to have rema~.ned on company p.:iyrolls. The index of employment 
in manufactudng declin~d from 124 in 1971 (1969=100) to 121 i.n 1972 
bu.t remained at 121 thl'ough 1973,, declining again to 11~ .in the. first 
quarter o~ 1974 (Table XVI). Production of most major commodities 
except. cqtton fabric was substantia. lly lower in l 973 than in 1971 and 
1972 (Table XVII). . • 

· The industr:f.a.l sector .has been hurt by unexpected external 
factors following departure of American military forces and the asso-

·Ciated decline fn ·domestic demand. The ·rapid inflation of. 1973 and 
t6e first quafter of 1974 ~cst~lcted real demartd which d~pressed pro­
duction and employm~nt. In addition, the shortage of foreign exchange 
because of vastly higher import prices and reduced aid funds necessi­
tated steps by the GVN to reduce imports which, in turn, reduced 
commercial. trade and emplo'Yroent. · · 

Employment in the construction industry during the fir.st 
quarter of 1974 was less than half of employment in 1969 .. · By contrast 
however, employment in·banks, insurance, hospitals and similar· indus­
tries has expande~ rapidly. 

If production is to increase new incentives will be necessary ... 
The po~icies of the GVN which already have been adopted specify that 
new investment should be directed toward foreign exchange earnings and 
savJng ~ndustries as well as those industries which require relatively 
little or no imported raw materials. Thus far, new investment has 
been mainly in import substitution projects • 
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TABLY,~ XVI 
INDEX'OF EMPLOYMENT IN SELECTED INDUSTRIES 

IN METROPOLITAN SAIGON 1971-74 ---

1969=100) 

Industry workers 1971 1972 1973 1974 

NumhE;r of workers in aample 55,000 65,345 . 65;531 66,444 

Combined employment index 100 119 119 121 

Manufacturing 35,613 124 121 121 119 
Dalr:y products 449 126 139 141 139 
Sugar refineries 1,151 115 118 114 113 
Food products, other 1,552 141 160 179 179 
Beverag~ industries 2, 531 106 102 98 82 
Tohacco manufactures 1, 520 108 ·us 114 108 
Manufacture of textil~s 10,234 134 122 113 115 
Cordage, rope and twine 547 125 139 154 145 
Made up tE'xti.le 1,087 128 124 120 116 
Pulp, paper and paper board 1,161 143 140 141 147 
Prf.nting and publishing, 624 108 113 133 142 
Basic lndu~trial chemicals 630. ltt8 156 159 162 
Paints and ch~mtcal produc~1 340 120 120 148 154 
Soaps, perfumes, eosmetice 808 101 87 116 112 
Drugs and medicines 4,356 102 106 110 110 
Ti res, tt1bes 661 89 96 107 106 
Ploatlc products 699 135 138 134 122 
Pottery, china 277 107 gq 94 96 
Glass and glass products 892 126 121 112 95 
Structural clay products 701 139 124 122 116 
Cement 413 122 118 ll 7 123 
Btisic iron 1:1.nd steel 411 162 176 181 179 
Structural and metal product• 1,024 181 158 1n3 183 
Electrical apparatus 1,841 120 113 117 89 
Other Industries 1,704 107 '116. 111 93 

Electricity 2,723 119 124 141 180 

Cons true ti on 596 102 93 65 75 

Trade, hotels 5,516 105 103 105 95 
Wholesale trade 4,587 107 105 109 98 
Hotels, restaurant• 929 100. 9.0 85 80 
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Industry workcr1 1971 1972 1971 

Transport 4, 717 lOl 103 98 91 
Air transrort 3,637 100 101 98 92 
Other tran'!Jport ·465 112 1,14. 105 98 
.Services to transport 615 95 108 92 78 

Banks• lngurance 4,099 117 143 162 157 
Banks 3,037 128 164 189 183 
Insurance, real estate 519 103 108 112 111 
Data processing, arch. 1ervice1 543 68 57 59 56 

Services 1,736 118 117 123 136 
Hospitals 645 108 112 137 141 
Other services 1,091 124 121 115 133 

!/ Preliminary eatlmate• 

Source: Ninlatr.y of Labor. 
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TABLE XVII 

INDUSTRIAL PRODUCTION or SELECTED CO~DITIES 1066-74 

Commodity Unit 1966 1967 ·1968 1969 1970 1971 1011. 1973 1974 
let Qtr .. 

-
Beer Mil .. liters 118 130 119 134 149 147 143 136 32 
Ice 1,000 MT 232 237 239 295 300 296 309 276 61 
Oxygen Mil. M3 1.13 1.16 1.16 1.57 . 1.52 1.64 1.22 1.l 0.3 
Glass 1,000 bottles 13.5 12.5 .. 10.l 16.5 18.8 20.8 18 .. l tefA NA 
Cotton yam 1,000 MT 8.73 7.40 s.oo i.65 11. 74 13 .. 37 8.24 10 .. 4 2.3 

~ Cotton fabric Mil. met. 50.l, 43.1 28.5 50.4 58.0 64.l 56 .. 4 70 .. 8 14 .. 5 ~ 

Kenaf yarn i.ooo MT 2.77 2.28 1.31 1.61 52 40 1..06 o.~ 0 .. 1 
Soft drinks Mil. ·11ters 80.5 89 .. 5 92 .. 3 120.4 138 .. 3 . 118.5 115.9 97.CJ 15 .. 3 
Cigarettes 1,000 ~T R.7 11.3 10.3 10.5 9.7 12.2 11..8 9 .. s· 2.7 
Paper i.ooo MT 19.0 20 .. 8 19 .. 6 33.2 42.8 48 .. S 46 .. 4 44.3 11..2 
Cement 1,000 MT 135 181 145 247 286 263 243 265 63 .. 1. ( 
Electric power Mil. kwh 602 682 715 1,045 1.134 1.343. 1,483 L625 363.1 

Source: National Institute of Statistics. 



TABLE ~ 

.INDEX OF INDUSTRIAL PRODUCTION 1969-74 

Typt! of 1969 1970 1971 1972 1972 19741/ 
product 

All items 214.4 244.8 251.J 238.4 211.6 180.4 

Mn nu fac turi.ng 218.2 245.6 251. 3 235.6 201.6 ; 170. 5 

Foodstuff 145.3 147.9 236.l 254. 8 209.5 112.0 
Beverages 254.3 300.7 2'17.2 259.0 194.5 180.3 
Tobacco 207.8 222.7 244.7 230.5 240.7 209 2 
Textiles 167 .9 195.9 21~L2 164.5 170 .. 3 151. 5 
Clothing, fo·otwear 138.0 134.6 l3l.4 124.1 87.5 .69.6 
Wood, wood manufactures 7.0 9.1 4.6 6.9 13.7 v~. 1 
Paper, paper P.roducta 355.5 600.3 455.3 499.9 491. 7 472 .8 
Hides and skin~ 84.0 77. 7 41..8 55.6 
Rubber products 373.4 297.7 301.6 351.6 349.5 318.1 
Chemical products 210.0 217 .4 277 .6 241.4 277 .1 232.7 
Vep,etable oil 9.7 2.9 1.4 0.6 5.2 12.0 
Ceramic nrtlcl~s 60.7 65. 9 69.4 7L.7 68.6 
Lime, cement products 55.2 74.4 73.4 '•2. 0 26.7 25.4 
Ghss 173.0 193.1 196. l 169.8 171. 9 106.8 
Aluini.num '141.2 98.8 84.3 31 .• 0 21.4 16.5 
Iron and steel products 23.9 23.,2 22.2 A.9 27.3 110.4 
Machinery 131. l 23.l 95 .1 166.0 126.7 
Electric equipment 540.8 387.5 227.2 162,,;9 221. 7 173.0 
Transport equipment 15'•. 7 23.2 '1.6 0.5 1.6 4.9 
Watches and clocks 36.4 9.9 7" 5 4.6 
Plastic articles 705.1 477 .o 404.6 293.4 449.5 427.7 

Electricity 199.3 288.8 313.4 347.3 442.7 492 

JJ 1st querter. 

Source: National Institute of Stati1tice. 
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5 • ~·_r!E~~!_g~~ T n V(;: R tmC' n t 
l 

Durlng the 10 years prior to 1971 fordgn i.nvPstment in 
Vietnam ~vcrag.:HJ less than $1 million nnnually and i.n 'the uggregnte 
wa~ only $606 million, one third of which was French (Table XlX). 
Japan was the second largest Investor. As a result of the ceasefire 
and the exper,tation of a return to more normal business conditions 1 

many· foreign firms applled· to the Investment Development Agency (IDA) 
for investment privileges. The IDA approved projects with $51..6 
mi llfon of forei.gn investment in 1973. However, implementation of 
two large projects involving nearly half of the investment approved 
is still uncertain. 

During the first half of 1974 significant changes occurred 
in the characteristics of applications for investment privileges 
(Table XX). The interest of foreign investors dwindled in 1974, as 
evidenced by IDA approvals estimated at US$8.8 millibn or about 17io 
of the valu~ of approvals in 1973, $51.6 million. However, the 
number of approved foreign investment applications increased substan­
tin lly, although the average investment value pC'r appllcation dropped 
from US$800)000 in 1973 to an estimated $118,000 in 1971,.. 

Decline in the interest of foreign businessmen in investment 
in 1974 has .been attributed to the unsettled security situation in 
t;1reas other than metropolitan Saigon. Whatever the explanation, the 
initial mom~ntum of both foreign and domestic investors, that was 
evident after the ceasefire, has been diminishing. 

B. Problems & Constraints 

1. Wartime Dislocations 

The effects of war and mi litnry sp(~ndi.ng have been· to alter 
consi 1Jerably the structure~ of Vietnam's industry.. During the early 
part of the 1960's, the industrial sector contributed nearly 12% to 
GNP but by 1969 the sector share was less than 7;,,. The service sector, 
however, expanded to a peak of 55% of GNP in 1966 declining to 44% 
in 1971 (Table ~I). The average annual growth rate of the manufacturing 
sector declined from 16.B'r,,.duri.ng 1962-65 to 7.9% during 1965-71, a 
reduction atttibutable in large measure to the 1968 NVA offensive which 
involved considerable destruction of production facilities~ Although 
the growth ratA2! during 1965-71 was roughly SD°lo below the pre-war· level, 
the real crunch to Vietnam's manufacturing industry came after the UaS 
troop withdrawal. During 1971-73,the average annual growth rate of' 
industrial output declined to ·10.;.4% •. While there were some industries 
that recorded high rates of growth·-wood products, vegetable oil, iron 
and steel production etc ....... consumer oriented industrf.es that accounted 
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TABLE XIX. 
FOREIGN INVESTMENT APPROVED IN LAW 

SINCE \963 BY COUNTRY 

Country 1!§1-72 1973 Total -
Liechtenstein. 1./ 15,000,000 15,000,000 
Hong Kong 8,093, 173 8,0930173 
Indonesia 7 ,.500,000 7,500,000 
Japan 1,496,882 4,897,465 6,3%,347 
u .. s .. A .. 1,034,332 4, 456 ,051 5,490,383 
W .. Germany 1.000 3,657,600 3.664,600 
France 2~074.622 2, 580' 774 4,655, 396 
Great Britain 1,755,263 111755,263 
Republic of China l,~00,023 1 11 373 11 Olt6 211473,069 
Republic of Ken· ea 285,526 692,000 977,526 
Thailand 610,625 610,625 
Singapore 393,579 484, 100. 877,679 
Israel 330,000 330,000 
Netherlanda 120,051 120,051 
Sri-lanka 120,000 120,000 
Switzerland 56 ,075 56,075 
Cambodia 44,444 44,444 
Laos 14,000 14.000 

Total 6 1 556 1459 51,620..!.11 ss 1 116 11 6.H 

11 A group of inveetors of different nationality represented by a 
Llechtenetein bank. · 

1:../ Pro.1ecte approved during 1963 ... 71 are all ·in operation.· 

11 1972-73 data account. for new and/or expansion projects; eome 
are. in operation 11 some are not.-

!!./ · . Two or more countries could be engaged in any one project. 

Source: · Investment Development Agency 
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TABLE XX 
CHARACTERISTICS OF PROJECTS GRANTED 

INVESTMENT PRIVILEGES 1973-74 

US$ 000 

1973 J./ 
1974. '!J 

Che.rac teri st ics First half 

Number of projects 176 112 
Investment expenditures 231,086 71, 208 

Equl ty 122,302 32,925 
Medium-term loan 87,432 29,705 
Short- term 1.oan 21,352 8,578 

Value uf equipment 
Local 24, 332 4,329 
Imp.'.lrted 135, 174 29,004 

Raw mat~rials 
Local . 71, 144 50,231 
Imported 64, 113 24' ld 7 

Employment 
Lol~al (persona) 29.647 14.422 
Foreign (persons) 506 192 

Wages 22,106 10,151 
FX earnings 78,367 34,762 
FX savings 125, 796 47,812 
Sales 410, 776 176,415 
Foreign inv~atment 

Numbe~ of project1 64 37 
Value ]./ 51, 621 4,382 

--
1/ Exchange rate VN$500: US$1 
2/ Exchange rat~ VN$590: US$1 
11 Includes inv~stment ln VN$ converted to US$ at exchange 

rate of the date of project approval. 1974 data are 
preliminary figures. 

Source: Investment Development Agency 
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for roughly 90"/., of to tn l 1ndu,; tdn 1 output showed an average growth 
of -11.3% during this pcrlod. The main renaon for the reduction cah 

·be found in tlw U.S. troop w·lthdr.awal and tlw rc8ulti.ng rtse tn un­
' emp h~yment. · 

·The industrial growth that took pla~e during the war was 
largely in ~onsumer-goods industrie~ using substantial amounts of 
imported raw materials and serul~finished products. Little investment 
took place in export indu~tries. At the.same time, traditional foreign 
exchange 'earning industrie~, such as raw rubber and wood products, were 
forced· eith~r to discontinue production or to operate at a small frac­
tion of their earlier output levels. 

The most obvious depende.nce of the economy on U.S. expendi~ 
tures was ln the services sector~ U.S. Gbvernment direct tivilian 
employment of Vietnam citizens reached a maximum bf 144, 763 in 1969 
and declined to about 17,000· in the third quarter of 1973. To thls 
could be added the reduction.of secondary ~mployment that depended 
on expe·nditures of U.S. Government direct civilian employment .. Th:is 
secondary employment must have been reduced roughly by the same order 
of magni tu.de ::rs the reductf.on of dltf'ct employnwnt.. At the peak direct 
hire employment was 11'/., as large as public sector employment by the 
GVN; i.e. ld3 million, including both the military and the civil sector@ 

. With full economic recovery of Vietnam's traditional export 
industries still somewhat restricted by continuing hostilities, re.,. 
dressing the iffibalance in the industrial structure in order to reduce 
the .trade deficit requires vigorous enc.ouragement of new export and 
import substitution industries. This will require the infusion of 
large amounts of credit and special incentives to invest in an environ· 
ment which 1s still characterized by greater than normal risk • 
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TABLE XXI 

INDUSTRIAL GROWTH RA TES 
Base 1962 = 100 

Ave. Annual Ave. Anr.ual 6;,'lie .. Annual Ave .. Annual .Ave. Annua 1 
Type of Product Index Grc.-wth Rate Index Growth R.'.?te Growth ita te Index Gr0Wth Ra·te Growth i-\ate 

1965 1962-65 1971 1965-71 1962-71 1973 1971~73 1962-i3 

All items 157.9 16.5 251.3 8.1 10 .. 8 211.6 ... 8 .3 7 .. 1 

Yanufacturing 159.5 16.8 251.3 7.9 10.8 201.6 -10.4 .6.6 

Foodstuff 105.8 1.9 236 .. 1 14.3 10.0 209 .. 5· .. 5.8 7.0 
Baver ages 182·~1 22.l 277,,,2 7.3 12 .. 0 194.5 -16.2 6.2 
Tobacco 148.4 14.l 244.7 8.7 10.5 240.7 - 0.8 8.3 
Textiies 162.S 17.6 218.2 5·.0 9.1 170.3 -11.1 5 .. 0 
Clothing, foontear 92.8 -2.5 131.4 6.0 3.1 87.5 -18.4 -1..2 
\.:ood, l.70od r:1?nuf .. 8.9 -55 .. 4 4.6 -10.4 - -29.0 13 .. 7 71.5 -16 .. 5 

~ Paper,_ paper prod. 146,.0 13.4 455.3 20.9 18.4 491 .. 7. :3. 9 15.6 
·o Hides, s!dns 178.l 21 .. 2. 41.S -21.5 -9.3 

Rubber products 144.6 13.l 301 .. 6 i~.o 13 .. 1 349.5 7 .. 6 12.0 
Chenicel proC.ucts 18 7.:) .., ~ ,., 277.6 E.8 12 .. 0 211.1 .. 0.1 9.7 ... ...I .• <-

Vegetable 011 54.0 -18 .. 6 1.4 -45.6 ...;37 .8 5 .. 2 92'.$ -23.4 
Ceramic articles 87.0 -4.5 69.4 -3 .. i -4.0' 68.6 - 0 .. 6 -3 .. 4 
Lime, cement p~od. <;6.3 -1.3 73.4 -4 .. 4 -3.4 26.7. -39.9 -11.3 I 
Gless 116.7 5.3 196 .. l 9.0 7.8 171.9 - 6 .. 4 s.o \ 
Aluminiu..m 91..8 -2.8 84.3 -1.4 -1.9 21..4 -49.4 -13.0 
Iron, s~eel p~od. 14.3.3 ::2.7 22.2 -26.7 -15.4 27 .. 3. 10.;9 -11..l 
~·lachinery 83.7 -5.8 - .. - 166.0 - 4.,7 
Electric equip .. 167 .. 2 18 .. 7 227.2 5.2 9.5 ·221 .. 7 - 1..2 1 .. 5 
Transport ·~q:lii;. l c:;a ..., 9 1.6 -53 .. 6 36.8: - 1..6 0 -31..3 _...,,.,, o I 

T.J'a tches, c loc~.:s 64.7 -13 .. 5 7.5 -30.2 25 .. l 
Plastic articles 358 .. 6 53 .. l 404 .. 6 -, n -. ...,., 16 .. 8 449 .. S 5.,4 14 .. 6 

Electrici 167 .. 8 18.8 313 .. 4 lLO 13 .. 5 442 .. 7 18 .. 8 14 .. 5 

l . 
USAID/JEO Source: 



2. Industrial Crisis 

Ini.tiating transltionol ~fforts to redress th0 imbalance 
in the indust·rial struc~ure·' is made most «Hfflcult by current depressed 

conditions which have led to a banking and industr~a 1 crisis of serious 
proportions.· The withdrawal of U~S. troops an·d the contractionary effect 
on pd.mary. and secondary employment in the Service Sect.or initiated the 
recession which was compounded by reduction in forei.gn aid and dramatic 
increases in prices of_ imported commodities. These were followed by ,.-,, ,, 
rapid inflatirm of·prices of non-import goods, decreased real demand~ ' r 
increased taxes and bans on OOQ-essential imports. By the first quarter/ 
of 1974 the index of industrial production had fallen to the 1966 level 
of 170 (1962:-:100). With companies experiencing liquidity shortages; 
and some export prices falling, the banking community reacted by 
ening credit requirements in an effort to reduce the risk of their loan 
portfolios. 

As a result of real contraction of demand for industrial 
output, coupled with tightened credit conditions, numeroqs companies, 
such as in t'ne textile and flour industries, have had difficulty meeting 
debt and wage payments, partly because of extremely hi.gh interest rat'es 
and large debt-equity-ratios. These companies which are threatened with 
the necessity of reducing the work week and, in some instances, clo 
plants are owned by many,of the same entrepreneurs who will be asked 
to invest in.new and related areas in order to put the economy on a 
sound fo.oting for the future. 

The USAID performed a survey of key industries in August 1974 
to try to determine the real extent of the recesAion~ Please see Annex X 
for details.· 

3. Other Structur.al-Insti tutional Ob~~2_~le~. 

In addition to the distorted structure of industrial productive 
capacity and output, the~e are other important bottlenecks which con­
strain development. The institutional framework for correcting the 
imbalance in the industrial sector in ~any cases is very inexperienced. 
This is particularly true of public industrial financing institutions 
which have yet to develop sound and extensive export financing and credit 
guaranty programs that are desperately needed during this period of 
recession. I~ addition, more must be done by existing GVN investment 
and production promotion agencies to attract foreign investment and sti­
mulate exports.. Notwithstanding the difficulties, there is widespread 
confidence that, givert a reasonable degree of peace and adequate capital 
financing, the Vietnamese economy can make the transl tion to self­
sustainfng economic growth. There also is widespread recognition that 
transition to economic growth must take1 place concurrently and in spite 
of the military activities of North Vietnam and the Viet-Cong • 
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4. Export Incentives 

After two years of rapid growth, Vietnam's export earnings 
le'!eled off.' beglnping -in late 1973. Although earnings for the first 
nine months of 1914 were 49% above ihe corrvsponding 1971 period, 
receipts hav~ .decli,ned oteadily .since the peak le_vels set during 
January-April, 1974. It appears now that earnings for a11 1974 
will be abou't $i5 million~ up from $61 million in 19.73 but well below 
the $90~100 million foreseen at the out~et of the year. 

The rapid growth during 1972-73 followed the exchange re­
form measures of 1970·71 and .related GVN actions aim~d at promoting 
export activities. It ~oincided with a period of exceptionally rapid 
increases in world commodity.prices, including the prices of the raw 
materials which Vietnam was able to exploit. During 1972-73, a USAID 
index of Vietnam's four leading export commodities--frozen shrimp, 
~ine logs, rubber, and scrap--rose by 68%, accountin~ for a major 
share of the rise in overall earnings for that year.. Thus, worldwide 
demand trends as well as GVN policy measures cbmbined at that time 
to provide a powerful incentive to actual and prospective· exporters~ 

E~port prices continued rising into the first quartet of 
.1974, hut subsequently have turned downward in· line with generally 
weakening worldwide raw material demand. The aforementioned USAID 
index of Vietnamese expor~ prices declined 12% between the first quarter 
and August, 197lt• Meanwhile, the initial growth period during which 
resources could be quickly and easily explriiLed was giving way to a 
growing array of problems, many of them peculiar to Vietnam, affecting 
especially the major product areas. The rubber and lumber industries 
were hit by increasing security-related problems; the lµmber industry 
was plagued by seemingly intractable bureaucratic obstacles; all 
producers reported difficulties with the tax system, which impacts 
at numerous points on the production and movement {e.g .. , Province 
Export Taxes) of goods, is often erratic in its impact, and at no point 
provides positive incentives to exporters; and all producers were af· 
fected by rising costs. The shrimp industry, in particular, has been 
hurt by the extremely high cost of diesel fuel, its most important 
cost element by far. 

Since the major exchange reform of November 1971, the GVN 
has devalued the piaster i~ a laige numb~r of small--10 and 15 piaster-­
moves designed to provide a minimum of unsettlement to the markets 
while maintaining pias ~er parity with other world currencies.. . In 
addition, ·varying forms of export subsidies have been decreed.. The 
present; export sqbsidy, stated in .terms of an .. interest rate equivalent," 
amounts to 10 percent on general products, 15 percent for certain indus­
tries judged to be most severely affected by the high cost of fuel; 
namely, fish prodµcte, timber, tea, and glass • 
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While this type of measurement is difficult, the Mission 
bE!lieves that the degree of devaluation since 1971 has been sufficient 
to maintain c~rrenci parity with Vietnnm's principal trading partncrs 1 

and thnt ·togctlwr with th<' subRidy system now in £•ffc~ct,, th(I Vietnamese 
/ 

( , 
exporter ha& lwen pro~i.dcd wlth JU!ffis;tvnt incC'ntivc rclatf.w to pure~ · ' 
ly domestic busi.ness ulternativcs. The cxportPr' s pc'>Si tion may be 
jeopardized by weakening :demand fo·r. Vietnam's main export commodities 
and· the continued decline in export prices, should current world trends 
persist. However, a large one-time devaluation does rtot appear war-
ranted within the near future. For one thing, given the structure of 
the Vietnamese economy with its still-heavy. dependence on imports, )_..f.1 ·" '' 
devaluations impact_h_e~v.!.~.Y. .. «?JL£..f:?..s.~.~' in some .cases .to nearly the same ,,,_.r,,·­

extent as the increase in theexportet*a.:rcturn<ll The solution to the ·1J., 

present situation of lagging export·s therefore appears to be more in · 
the area of removing existing obstacles to production and in the intro­
duction of export incentives other than the exchange rate itself An 
example of th~ former would be the revision of bid procedures for 
lumbering rights which was introduced in October, and which should lead 
to increase<l exploitation of timb~r resources. Much could be done in 
the way of removing bureaucratic and security restrictions now hampering 
the fishing industry. On the incentive side there are possibilities 
in the areas of. tax rebates and interest rate preferences that need to 
be explored. The Mission will be looking into these possibilities and 
will have the additional assistance of the advisor on export financing 
who will be arriving shortly. 

The number of active exporting firms has increased from 
fewer than 50 in 1971 t.o more than 600 now, and 1,500 firms are reg= 
ls~ered as exporters. These include many snmll firms that are important 
to the export drive. 11he ·reluctance of commercia 1 banks to lend to 
small exporters is a major obstacl~ to increasing exportss The problem 
is not scarcity of loanable funds because the commercial banks havec 
accumulated excess reserves since tight restraint of imports was imposed 
early this year. Commercial banks are reluctant to lend to small ex~ 
porters b~cause they normally do not own real property or have guarantors 9 

which commercial banks usually require as the basis for a client rela­
tiohship.. Without risk, commercial hanks cnn invest in tax free 
tn~asury bonds. with a tax equivalent return of over 35% compared to short- ,_ ,( ___ ...... ,, ........ ~__..,~ 

term business loans which earn about 30% that is taxable and entails risk., \ 
/''''I 

Ro'Nevez;a GVN backed system of guarantees, or insurance or ,, 
risk sharing would probably provide adequate incentive to commercial 
banks to extend credit to small exporters and to small producers of 
export products. Also interest rate preferences would tend to attract 
entrepreneurs to enter the e~port field or the production of 
commodities. Tax rebates or preferences would aho aid export promotion .. 
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TABLE XXII 

//- XPORT EARNINGS JANUARY-AUGUST 1974 

Month 1 2 3 4 5 6 7 8 Accumulation 
Commoditi·es 1/8/74 1/8/73 

Fishery products 2,110 2,722 2,441 2,083 1,924 2,599 2,063 1,657 17,599 6,627 
Rubber·. 1,455 1,381 1. 77l 1,642 1,276 105 1,135 803 10, 168 
Forestry products 1,118 676 1,696 1,554 1,402 684 1,375 782 9,287 8,.261 

.&"" Tea and coffee 450 196 376 1,428 1,276 lil535 745 216 6,222 1.180 

..,i:::-; 

Duck feather 119.- 110 152 32 45 64 158 52 762 780 
Handicraft products 166 128 118 151 183 201 229 264 1,440 
Scrap 977 500 141 26-9 378 309 30 260 2.864 l,715 
Labor 9 - 18 25 6 21 42 s 126 381 
Miscellaneous 938 668 510 592 1,161 8 409 ·1,267 6,363 6,925 

Total 7,342 6,381 7 ,223 7, 776 1,651 6,936 6,186 S.,306 54,801 33 \ 

Source: Export Developm.ent Center, September 14, 1974. 
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The continuatfon of hostilities has, to say the least, a 
damaging effect on the i.nvcstment climate• The disincentiv_e effects 
however, are probably greater on potential western investors than 
on Asian and Vietnamese businessmen. In spite of limited fighting 1 

the period of cnplt~l flight appears to be over and moderate amounts 
private funds are entering the economy, mostly from Hong Kong, 

Taiwan,. and the Phi Hppines. 

Moreover, businessmen and government officials have 
developed a·.degre~ of eelf confidenc~ and national pride which was 
not present even two years ago. Japanese industrialists have .c~nsti­
nued to investigate the development of the. Cam Ranh area and the 
Japanese Government ha$ introduced a limited investment guarantee 
plan .. OPIC hns reopened operations ·and everyone is cautfouRly ex .... 
pectant about the prospect of commercial oil discoveries and the 
poli 1 and economic benefits this could have. In the meantime, 
with occasiona 1 exceptions, the GVN is ·ab le to maintain adequate 
security in the areas planned for industrial expansion. The real 
disincentive to increased foreign investment is more likely due to 
fears that U.S .. military. and economic aid will b~ ;phased out too 
quickly than to a belief ·that the level and nature of hos lities 
since January 1973 represent a real threat to development. Any 
longer range prospects of improvement in the sec.uri ty situation would 
have a salutary effect. on investment in Vietnam., 
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INDUSTRY REVIEW· 

At present the leading industries of Vietnam are iron end steel~ 
cement, textiles~ beverages and food proce~sing, pharmaceuticals, 
forest products. fl~herleB, rubber and rubber products, plastics, 
paper products, lacquerware and handicrafts. Current cement produc­
tion is inad~quate, and cement and fertilizer imports are a drain on 
foreign exchange resources. The main export potential from industry 
currently i~ from rubber, fisheries and forest products. 

Various stu~ies are in progress for several large industries such as 
cement, fertilizer, petro-chemtcals and other basic industries. Slllcon 
sand of hlgh quality in the Cam Ranh Bay area has attracted attention 
of the gla&s lndttstry from Japan. Offshore oil exploration by 
of private petroleum companies has e9tabllshed traces of petroleum and 
gae, but confirmation and subsequent development of these reoourcesj 
if warranted, le several years distant. 

The textile lndustry does not produce enouRh to satisfy domestic 
requirements, although inefflcfent small producers are being squeezed 
out. Desptte 8low textile aaleo in the curt'ent receuion, additional 
investment in textile capacity 11 required to satisfy essentlal demand 
in Vietnam. · 

The steel f.ndustry has been at low ebb, but is expected to recover 
substantially with an improved policy on use of domestic ferrous scrap 
for domestic use and ex~ortj 

Some industries, such as pharmaceuticals, h've been assisted by in-
country procurement by the US: DAO/RVNAF .! progrnms supporting the 
armed forces. 

The Commission for Planning has selected several small or medium 
industrial project& for development in 1975 by the private sectoro 
Ranked by the value of foreign exchange required, the largest inveatQ 
ment is proposed for tire production, followed by shrimp trawlers~ 
wood-processing, electronic assembly, steel pipe, silk weaving. rlce­
hull ash plant, duck feather mill, prefabricated housf.ng 11 and 
of agro ... sup.portlng induetrlee. 

!/ us fens«! Attache1 Office and Republic of Vietnam 
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Vietnam• 5 low wage rates give it comparative advantage in certain 

intensive industries such as textile spinning and weaving, garment 

making, f:'lectronics, lumber and plywood manufactu:ring, footwear 

othei product~ using natural· rubb~r. · 

Vietnam has suffered a recession since the Spring of 1974 

reflected in the operation of the 12 lnduetriea and the 

the current situation preeented tn the following -A·~-R 
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Iron and ~t~el 

The GVN ts modifying the policy on scrap to the end that' all 

domestic ferrous scrap now tn private hands wit l be fabricated into 

ste~l for dom~stlc U8e and fxport. Thin 16 exp~cted. to improve the 

pro~~e~t for the ind~atry. · 

Ingot capacity wu exp1nded between 1913 and 1974 to 200,000 MT 

per annum. When r.ecentl.y financed investment in 3 electric furnaces 

comeR into production, the lngot capacity will exceed 300 9 000 MT anrrnu11 .. 

lly, which will Hthfy domestic derurnc:I and ·enable export of 150,000' . 
r 

' 
, , 

Hr. Pe8e · · . , , . · 

There ar~ 5 small private rollin1 mille in Vietnam making 

1uch as reinforcing bars and wtre rod1 9 with estimated,capaci 

50,000 MT. 

Iron and steel lmport1 by voluae and value were: !/ 

Fheal Year 

FY.1972 
FY 1973 
FY 1974 

M'l (000) 

154 
116 
105 

Doll au 
million• 

37 
26 
35 

Cement 

Domestic production of cement 1atiaftea only one-third of demand. 

The only domestic producer l1 the GVN-owned Ha Tien Cement Company 9 

with output of 290 11 000 MT in FY 1972, 285,000 Mr in FY. 1973 and 280,000 

MT in FY 1973. 

Domestic demand for cement in FY 1974 dropped 25 'per cent to 

6009000 MT do~ from the level of 800.,000 MT in both FY 1973 and FY-

1972. 

Cement import in CY 1972 waa 651,600 HT and in CY 1973 ~as 

531 ,000 MT. 

CEMENT (MT ... 000) 

FY 1972 FY 1973 FY 1974 

CY 1972 CY 1973 

Demand 800 800 600 

Production 114 Tien Cement 290 285 280 

Import 
652 531 

!I Source: DCA & CIP licenae1 le1ued. 



In .1972 there were 323 textile plantA em~lnying 23~000 or 10% of 

the industrial labor force. Textile sales of VN$2'.L.4 .bUHon 

lOt of industrial produ~t ~ales. Labor i~tenslty is high: VN$1.06 

million of eq~lty investment per employ•e compared with an Indus 

average of.VN$5.2 million per job. By' 1973 there were led 

184,000 spindles and 4,400 looms. 

CY 1973 textile Imports of US$89 million were about 17% in 

value for fabrics, 73% for raw ~otton, yarn and thread. The indus 

provides new Import substitution possibilities through the expansion 

cotton spinning capacity by 171. 

In 1974 the industry is in a period of rationalization. Ineffi$ 

cient small scale textile firms are· faced with bankruptcy ·in the cu1rrent 

rec~ssion. The cottage industry laid of 80% of workers in the 3 quar~ 

ter; · sales ~ere depressed as production techniques were not competitive 

with imported products. Smaller dyeing and finishing ·operations l 

60% in the same period. · However, the larger plants, favored with 

mies of scale and advanced technology, have been able to operate t near 

capBcity, particularly one8 producing synthetic fabrics. 

Recorded beverage production in 1972 wAe l~J million lltera ~f 

and 116 million liters of 1oft drinks, Production dropped in 1913 to 

136 mlJllon liters· of beer and 98 million liters of Roft drinks 

as demand contracted following the departure of military forces 

Vietn~m. . 

During .the first half of 1974 drin.k production was 6 71. lower than 

the same period in 1973, beer down 1oi, ice down 181, and employment 

dropped 12%. Inventories of beer and ice increased 40% and soft 

14%. The tnaJor bev~rage company, BGI 11 hae been able to meet Hnaneo 

eial commitments. 

The food processing lnduntry ls developi.ng el owly. 

Refined sugar production was 225,000 MT in 1972 based on import 

of raw sugar. However, in 1974 when the GVN stopped licensing 

of raw sugar, the production of refined sugar by the GVN own~d Vietnam 

Sugar Company was delayed while the plant adapted to use of local cane 

sugar. At the same time rural plants started to produce 

sometimes referred to a1 "arthan" sugar for domestic use,, 
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Production and demand for sweetened condensed milk rems firm 

until mld-1974 but demand slackened with the recession in the lest 

half of the year. 

In 1975 two plants ·wnl begin· proeessi.'ng instant .dry. :whole mUk. 

Experimen ta ti.on h aho underway on soya milk products. 

The f6od .canning Industry will develop domestic and export markets 

slowly, whlch means that in the next two or three years the market will 

depend heavily on. US flnaneed DAO/RVNAF ln ... country procurement for 

supply of the armed forces. An lmportarit stimulue for plant expansion 

of the ·local canning a~d processed rice industries wae procurement for 

the armed forces which financed US$6 million of deliveries through 

July 1974.. Delays in US: DAO/RVNAF tenders i~ FY.,,1975 had 'the ef' t 

of Idling the capacity of four of the largest ~anning plant•• ch 

show& the present dependency on the military market. 

Pharmaceuticals. 

Since 1966, pharmaceutical import9 have exceeded $20 million annua­

lly. Substitution for finished pharmaceutical imports is reflected in 

the value of unfinished product imports, which had risen to one third of 

total lmpo~ts :hY 1972. In the long-run planned increaee8 In production 

quality a~d quantity can result in exports ben~fiting competitively from 

low labor costs; but for the present important substitution is main 

foreign exchange benefit expected from the Industry. 

US: DAO/RVNAP in-country procurement for the armed forces waa an 

important· factor in exp~nding and improving the quality of pharmaceuti­

cal production in Vietnam, with FY-1974 deliveries valued at $5.6 

million. 

Foree!!:I._.!nd Wood Products 

Timber production rose from 1 11 300,000 M3 in 1971 to l,500v000 

in 1973 including timber for unlicensed domestic use. 

Exports of forestry products rose from $240,000 in value in 1971 

to $13.1 million in 1973. In 10 months of 1974 exports were $10.5 

·million or about $12 million for the year, despite adveree world market 

conditions. 

There are over 1200 small sawmills in-country with capaci 

·of 6 Ml per day. Three modern uwmllh, presently under construct 

:have capacity to produce in aggregate 150 M3 'datly. Product will 

for export and 40i. for domestic consumption . 

.. s-
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. , Two', plywood plant& have capacity to. produce Jointly a tote 1 

10,oo·o sheetR daily ·(4,' x 8' x 1/8'') ~ 

There are two modern furniture f&,ct"o:ries in operation, each 

ing expo.rt .quality ·furniture valued at· $100,000 per month, ·Eight more 

m9dern furniture factories of equ·a.i capad ty wi 11 commence production 

within 12 months. · The 10 pla1'ts will be capable of producing 

quali f~rnlture valued at $12 .mtllio~ annually. Also there are about 

1.000 cottage style furniture producers. 

Addlti~nal investment of $245 million in the wood processing 

industry will be required to fully utilize th~ sustained yield capaci 

of the forests of South Vietn~m. InduAtry eel f financing is ex pee 

to provide over half of ~he investment In ~lant.capactty. 11owever 1 

medium-long-term credit requirements wtll·range between $50 million 

$100 million to construct the capital plant to attain this objective. 

The wood pro.ducts industry h currently depressed with empln,nn"'"'"" 

off 25%. Declining world demand h reflected in a weak market for 

with prices down l10t eince February. Plywood ,prlcee a:re also , 

and the two plywood factorie1 are operating at 303 capacity. DomeBtic 

demand is ·weak •. 

Fisheries 

Fishery exports rose from $4.3 million in 1972, to $12 million ln 

1973, and to $22 million ln 10 months of 1974. If this monthly average 

were extended, 1974 exports would total $25 million. Although world 

shrimp prices have been higher in the first half of 1974 than the same 

period in 1973. prices have been declining since January 1974. 

The recorded fisheries catch In 1972 was 677,718 metric tons. 

Only about lli of shrimp caught are exported; and shrimp cdmprise 

about 90% of ·all fish· ~xports. Some increase in the percentage of 

shrimp exported is expected from improved preservation of shrimp catches!) 

and further select{on of quality small shrimp for processing and 

for· the rest.aurant, trade in industrlalhed countries.. Shrimp fi 

companies are handicapped by very high fuel costs, with some shake out 

expected in·unprofltable operations using larger shrimp vesselss 

The fish processing industry le in process of rationalization. 

Shrimp processing plarita have difficulty in obtaining i 

raw material. Eight fi1hmeal plants in Vietnam have an 
I 

200 Mr per day. ·Only one plant 11 



.. 5 ... 

with production of 20 MT per day. The other p have 
tion in.response to the high price of scrap flgh. 

Rubber .and Rubber Products 

Traditional natural rubber in its crude form hns·heen an 
of Vietnam from colonial days, with current production below 
levelo because of war damage tQ and lack of maintenance of 
plantations.· Current production h about 20,000 MT p~r annum." 

Rubber exports of $22.5 million i~ 1966 dropped· after.the Tet 
Offensive to ?.7 mllllon in 1968, and by 1973 had rl to $ .7 
Exports in the H nt 1 months of 1974 were $9.4 mil lion 11 ·and· i 
monthly average were ~xtended, would total $16.1 million. 

Natural crude rubber compriaea about 90'9 of value current rubber 
exports. However, the production of rubber products has increa 2 

from 1962 to 1973. 

Locally fabricated rubber products are capturing a growing share 
. the domestic rubber market, winning for example $lo3 million in US: 
RVNAF contract swards for production of rubber/canvas combat boot • A 
related product h the hunting/hf.king boot. Vietnam sells these in USA 

for $16, with, a local production cost. of $4. Footwear production for 
the domestic market exc'eeds 900 11 000 pairs per 

Bicycle tire and tube demand is 'met by local production0 A joint 
venture will produce ;,.otor bike and scooter tires. Capacity for 
ing truck and c.ar ~ires exceeds current demsnd. However, a 
tire productf.on could replace substantial import of truck and car 
The prospect is good for use of natural rubber in radial tires~ due 
the increasing costs of the petroleum based synthetic components ln 
synthetic .tires, which will tend to glve comparative to 

natural rubber production of tires. 

The plastics industry has expanded four fold from 1962 to 1973. 
It fabricates household and industrfal products from polyvinylchlorlde 
(PVC), polyethelene (high Bnd low density), polyamides polypropylene 

and polystyrene, all based on the import of synth~tic resins. Domestic 
production wu 28,523 MT in 1972 and dropped to 20.460 l'fI' in 1973 
to inadequate supply of resins and the economic receseion. Present 
plant, operating at about 301 of capacity, le fully 
foreseeable future. However, expansion would t 'in event of 
development of a petrochemical industry. 
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. Lacquer production la labor intenoive and.requires ekllled erti~ 
sans and .artists •. Production i,s currently limited by thie reduced · 
supply and rising price of raw lacquer from Cambodia. 

Stand~rdization of production for export poses a ~roblem becauee 
the quality and· design of hcquerwA:re vary from producer to producer. 
Thus, for example, contracts to supply American d~partment stores 
mail order houses with a standardized product are difficult to 
ment. Therefore~ management. organization and promotion are requi 
to ttdvance the export of lacquerware. 

Production of paper and products was !•6, 3 76 MT in 1972 and dropped 
to 44 ,308 Mr in 1973 due to the hlgh coat of imported pulp and a 
declining domestic market. Maln product lines were writing and prlnt 
paper (50%), paper board (22%) wrapping paper (8%) ~ Import of woodpulp 
in 1973 wns 19,835 MTG A 450 per cent rhe fn world pulp prices from 
1972 to 1974 spurred investment in the domestic pulp industry by two 
companl~s. In the first 8 monthe of 1974 domestic pulp production wa1 
4,500 MT» .and planned additions to plant of 25,,000 Mt capedty will 
contribute to production by 1976. 

The Current Situation of Small-Medium Industrles __ :ln Vietnam, 11/15/7~ 

Industrial ·enterprises of all si~es have heen adversely affected 
by the severe drop in market demand which has occurred in Vietnam since 
1972. When a survey was initiated by c. G. Barton in May 1974, firms 
interviewed reported that ealea were off from 50-70% from the levelR 
of 1972. Moreover, costs of raw materials for most types of rnanufHctu~ 
ring eraterprhes had Roared, with increases ranging from a minimum of 
30% to a maximum of 100% fo~ some products. Ca,1ght between higher costa 
for raw m~terials and decreased market demand, moRt firms of the import 
substitution variety were experiencing a severe squeeze on their profits. 
With' demand low,. industrial firms were being forced to extend larger 
end larger· amounts of credft in order to keep customers, and the turn­
over of account~ receivable had slowed to two to three months in lines 
in which the normal collection period is two weeks to one month maximum. 
Many smaller firms in thh dtuation were forced to close down their 
·productlan p•riodically to collect their accounts so could purcha1e 
more raw materials· .and start up production for another eye 

firms wer~ selling their fini1hed produet1 at barely more 

-8-
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the costs of ~heir raw m.RtE>riah, with ocercely enough left to provlde 
meals for thelr workere. 1 The~ were con~uming their capital · cover 
overhead expenses, but forred to do 'thl s to malntaln their cuotomen 

'ther thriri close do~n. 

By the beginning of October, 1974 0 the oituntlon had deterlorat 
to the point th~t the sales of medium ~lze firm~ were no longer 
to cover cash outlays for salaries, bank intereAt, and overhead expense$e 
Since then, many firms have put their workers on shorter hours at 
pay. Firms which were liquid enough to pay off their obl tione to 
banks and other c red ltorn have closed down. Others with large 1 oans 
outstanding but with no means to repay them are now forced to pay i 
workers in kind; i.e., workere in textile factories receive textil 
and workers !n other lines receive the products they are produc in 
lieu of cash. Firms use this procedure ln order to keep the banks from 
foreclosing an~ taking over the business. 

Overall, small firms can adapt to the situation more easily than 
larger fl rms at the present ti.me. Their overhead expenses are leas, 
and they·are better able to adjust to unfavorable conditions. 
they have less f.nvested in equipment, and when one line of activity 
tur~s h~d, they can more paslly ~witch to anoth~r line. Their start-up 
periodR are shorter and the required capital outlays less. In some 
areas, such as ceramics. where firms are able to produce labor 
products for export,. business 18 actually fairly good. All in all,, 
firms processing local raw materials and those to manufac 
labor goods for export appear to be brlghteat 
Vietnam's 1e dismal industrial outlook. 
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SECTION III: Agr:iculturnlSector Anolysis 

A. Description· of the Agricul~urnl Sector 

L Human resources 

, Totnl population was estimated ~t 20 million in 19 73 About 
70 percent of the rurol populrition (about 45 percent of total population) 
are directly engaged in farml.ng. 

T11e compositio.n of the rural labor force, as well as .the 
quantity, has been :influenced by hostilities. A 1971 survey by the National 
Inst:i.tute of St:ltistics showed that. a large perce_ntnge of farm workers are 
female ( uhout 72% of workers in the 20-44 year nge group).., 

JU though there are sti.1.1 unemployment, underemployment and 
· 1arge numbers of dislocated people in Vj.etnam, the lock of mobility of 
this force due ·to hostilities and other factors render it relatively 
unavailuh1e·for farming a,t penk shortoge and high demand periods .. 

As a consequence, Vi.etnam' s farmers have increasingly 
suhsti tuted ca pi.till and new technology for labor since 196 7.. Levels of 
paddy production in recent years, ldgher than ever before in history, 

.huve been attained largely through the :i.ntrnduction of early-maturing, 
high-yielding rice vur:ieties, fertili.zer, pesticides, water. pumps, and 
tractors. 

The wages of unskilled workers both male nnd female in thn 
Delta, where 70 percent of the rice :i.s grown, have averaged higher tlwn 
wuges in Sni.gon f<>r similar classes of workers since 1969. As host:ili.Ues 
wind down to a level permitting demobi.Hznt:i.nn and stepped up city-to-farm 
population movement, adequate manpower will agnin he avaJlnble in the rural 
areas .. 

2~ Geogra~1ic, Climatological Datn 

South Vietnam is a tropicul conntry covering an area of 
66,26'3 square miles, less than half the size of California and about tlte 
same size as Indiana. 

In Central Vietnam, the Annam mountain chain (5,000-CJ,000 
feet in height) parallels the coast nn<l approaches the sea at some points. 
The mountain chain has steep slopes to the east. The descent to th8 west 
is more gradual, forming a high plateau region in the int8rior called the 
Highlands .. 

Vietnam is readily <livisi.hle into natural ngrfcultural produc­
tion areas of which the Mekong Delta (Mili1.:ury Region IV plus Long An) and 
a narrow uelt along the coast from Vung 'I'au to the Demilitarized Zone, 
called· Cent.ral Vietnam (CVN), are the most important.. Eastern Vietnam, 
which generally includes all of MR III except the coastal provinces$/ and 
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tlrn Iii ghlm1ds, which :i.nclurtc all of MR II except the cnastnl prov:i.nccs, 
n1·0 th<~ other prnductj.on m"cus. '~he.re :i.s more var'inU.on in eastern Vietnam 
tlrnu :in the other: t hrcc p.rocluct:i.on ur~aR. Eastern V:i ot.nrnn ·i.twltHles Rome 
exce] Jent irr.:i. gated· nod nc 1n-Jrrigated pncldy lnnrl as wel.1 ns most or 
ru:hher plnnttitions mul is, nn importcmt producor of mmd oc., sugare1111r~, 
oil-see,ls, fruit, t:i.ml~cr nnd feed i_trai.ns. Ten and coffee pJrn1~:n1:ious,; 
pine aml ·hard woml timber,· as well as much 1)f the vcgetnh.l.e productidn, 
are found in t:1e 1Ughtm1ds .. 

'1.'he Mekong Hiver, whi.ch originates in CM.rm, forms et 1 e 
Delta in Southern Vietnnrn thnt slopes gently from the Cambodian border 
southeast to the sea. Except for. limestone rock ou·t croppings 11t Ha Tien 
and Chnu Uoc,elevutions in the Delta do not vary much more thnn three 
meters.. Rice fields in Delta provinces near the Cambodian border are 
inumJuted by the flood waters of the Mekong euch year, beginning· in /\ugust, 
while low-lying areas near the mouth of the river ate subject, to salt . 
water i.ntrusi ton at h:i.gh t:i.de. These conc1i tfons, plus the generally pOor 
drainage in southern areas,.poi.nt up the importance of water eontroL 
In the pust; the interlocking'cnnal system wns used for retaini.ng'wnter 
to irrigate crops in the dry senson and to serve as a transportati.on artery, 
but silting has reduced its usefulness for these purposes. The cnnnl 
system i.s now being rel1ahil:i.tutecl. 

Vietnam is warm nnrl humid throughout the year, the temperature 
normnlly ranging between 920 nnd 640 r i.n Saigon. The warm ilnd cool season 
averages are 850 m1rl ?So, respectlvely. Temperatures i.n the mountain areas, 
however, are lower, uveraging 680 in summer <md 600 in winter at Dalat. 

In the Delta area the,rainy season coincides with the 
southwest monsoons, from about May to NovemlJer. About 90% o.f tl1e nnnual 
rain.fall :i.s evenly distributed over this period.. Along the coastal plain 
in the central region, wh:ich is affected by the northeast monsoons, the 
rainy season is from August to December. The annuul rainfall is generally 
higher in the nortltern parts, e.g., Saigon has a menn annual rainfall of 
79 inches, while Hue has 114 'inches. Occasional typhoons are rarely 
severe .. 

3.. Lahrl and Wnter Resources & Crop rro<lucti on Poi: en ti al 

There are 17 .. 4 millinn hectares of tolal land orea in South 
Vietnam.. Forest land comprises 12 mj.lJ ion hectares arnl 2 .. 7 million hectares 
are under cultivation.. Of this cultivated area about 10 percent is double 
cropped which brings· the total effective or cropped area cultivated annually 
to 3 million hecta:rres. An estimated 529,000 hectares of previously 
cultivated land mostly rice·land remained abandoned in 1971.. 

In addition there are 1.1 million hectares of land not 
previously cultivated which, because of its fertility, topography and 
rainfall, could be brought under cultivation without expensive clearing 
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The .De] tn compr:i seR Hn aran of 3 .. 9 m:i.11:i.nn hectares<> I\ 
recent survey of the Deltn hy o team .from the Netherlnn<ls* estimated that 
nbnut 2 m:i11:ion hectares nre being cuJtivatefl for one crop of rice per 
year, and that· 5 to ~~.!~ of the area plrmted in r:i.ce is irrignte<l.. They 
estimated thnt the potentilll exists fo.r hringi ug all the 2 million hectares 
under irrigation for double cropping.. However, nchievi.ng this potential 
would require large investments in engint!eri.ng .and constructfon of salt 
water intrusi'on hilrriers; and drninage and irrigation facilities.. This 
would require ·a very long range development program as well as a substan­
ti~l reduction in hostili~ies. 

The survey estimated, however, that sufficient water could 
be pumped (by low-lift pumps) for irrignting two crops of high-yielding 
rice varieties durJng the dry season on 500,000 hectares of the floating 
rice area with minor investments an<l without the need for large salt water 
intrusion controls .. 

The GVN Ministry of Agriculture interested in the production 
potential of the mangrove swamps along the coastal plains of Vietnam., The 
Ministry believes about 100,000 hectflres could be flrained and cleared to 
produce rice and coconut.· However, they recognize that further study to 
determine the ec;mnmic and agronomj.c feasibility and considerable resources 
fo1· exploration would be necessary. · 

A recent study shows laud use potenti nls tn maxrnn ze agri­
ci1lt:ural income in 8 to 10 yenrs under normal peacoU 1r1e conditions.. ·Five 
ma;j or lancl resource bnses were usetl for esti mati.ng tltese potentials: 
'(i) the existing base of 2,437,000 hu. of lmtd under cultivation in 1971; 
(ii) fhe histori.cal base of 2,966,000 ha., of lnml that had been under 
cultivation before the rural exodus; (Hi) the combined salt-water 
intrusion and irrigation base of 3,007,000 ha. which the historical 
base plus new land thut could he brought under cultivation through 
salt-water intrusion control and irrigation activities; and (iv) the 
additional bas-e of 4,137,000 ha. which is. the land in {iii) plus 
1.1 million hectares of additional land that 11as never been cultivatede 

The e:xisti.ng and potential land uses for agriculture 
wJdch could be developed in 8-10 years for the five major land resource 
bases for different crops are sl1own in Table 1. 

Some shifts i.n land· use for sped fie crops grown are required 
in order to obtain the optimum use of land and other resources in each 
resource base. Maximizing agricultural income as shown in Table 1 would 
result in the production schedule shown in Table 2. 

' . ' * Recommendations Concerning Agricultural Development with.Improved Water 
Control in the Mekong Delta, the Netherlands Delta Development Team, 
April 1974. . . · 



Table 2 

Production as Programmed for Resource Use to Maximize Agricultural 

I II III IV v 
Salt 

Historical Intrusion Additional 

------.---~-------------Thousand Metric Tons--------------------~---

Cron Production 

Paddy marketed 2768 .. 5 3419 .. 9 3419 .. 9 3567 .. 8 4351.. l 
Paddy home use 3300 .. 1 3328. 5 . 3328 .. 5 3358.0 . 3385 .. -8 

Paddy fed 366 .. 0 495.9 810 .. 6 810 .. 2 
Total paddy 6434 .. 6 7244 .. 3 7559 .. 0 7736.0 7736 .. 9 

\I) 
Corn marketed 27 .. 2 86.6 52 .. 4 . 52.1 1300 .. 0 
Corn home fed 30.1 100.9 73 .. 4 76.l 555.l 

""" Total corn 
. ....,. 

57 .. 3 187.5 125.8 128.8 1855 .. 1 w 

Sorghum marketed 135.8 150 .. 6 149.6 149~8 161.6 
Sorghum home fed '267 .0 351..4 348 .. 1 333.1 342.l 

Total.sorghum 402 .. 8 502QO 497.7 482.·9 503 .. 7 
Soybeans ** .6 
Peanuts 86 .. 8 119 .. 0 171.2 175.6 391..8 
Sugarcane 220 .. 0 336.0 523 .. 6 3889 .. 8 
Tobacco 25.9 25 .. 9 25.9 25 .. 9. . 25.9 
Rubber 145.5 176 .. 0 176 .. 0. 176 .. 0 220 .. 6 

Tea 5.9 6 .. 4 6 .. 4 6 .. 4 6 
Coffee 8.4 8 .. 4 8 .. 4 8.4 50 .. 5 
Coconut 480 .. 0 480.0 4s-o .. o· 480 .. 0 
Pineapple 80 .. 0 so .. -o 80 .. 0 

Bananas 215 3 215 .. 3 .. 3 2· 222,,2 

Jute 11 .. 1 lLl l l "l 

• 

Source: ERS Field No. 41 
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s:r nc·n ut.llfznU.on of lnncJ J.'(~Hollrc~08 :i H rost ri ctml :f fl baso I 
( "l:x.i Ht i'ng") to t.he nrem.; whJ "11 ;u.·u prma:mt ly t~u] U vntecl, . prod11d :J 011 

int;.t:emwH would ho l:i m.i t.ml to thnse wlrJ c~h cou:t d hn obtu:i 11nd t It rough 
i.nere;rnetl yields. Wh:i.le ·this woulcl i.ncr.ense production rrom the lfJ71 
level by 15 percent in 10 ycttrs, it would not he enough to increase real 
cap.i.tn income assuming a 37{. population growth, nor would it atta:i.n rice 
exports. 

Agricultural production would increase significantly and 
the fiNP would likely increase by following the alternatives shown in 
resource bases II, III and IV of reclaiming abandoned land, construction 
of small salt-water intrusion bDrders, nnc.1 development of modest irriga­
tion fadli t'f es. 

Under the .optimum use of land (base V), 400, 000 M/T of 
could be exported. In this optimum solution, 80% of all crop land 
be used for rice product:i.on and the areu ttsing high-yielding varieties 
would be double the 1971 level or about l .. 5 million hectareso The 
annual tr.i1de deficit would be rmlueed by about onn-hnlf and grain, sugar 
and vegetable oil :i.mpor.ts would be cUmi.nn1ed. 

T1d s hrief su111mt1ry lws lHmn j 1wl mfod u8 backgr1Hmd only 
Drn1108t:i.c nnd world pr:i.ces nnd the foro:ign ex:cltnnge rate l1ave j ncn.:wFH~d 
so drnsticnlly thnt the income prnjccUons nf the study should be up-dated@ 
In mldit:i.on, unless ~.ome i.mporttmt nssumpti.ons used in esUmating input 
costs mnterialize the development cannot procoed very rapidly. An 
important one ia a cessation of hostilities and demobiJJzation of the 
armed forces, which.would release labor for farming .. This assumption 
biased the study in favor of laboi-:i.ntensi ve farming. Consequently, 
animal power was recommended in favor of most farm Jf!echanization, although 
mechanized threshers and hullers were recommended. 

With continued hostilities and seasonal shortages of farm 
labor, the actual trend has been toward greater farm mechanizationo ·With 
double cropping of rice and the use of 'the new hi.gh-y:ielding varieties, 
mechanization is required, especially i.n harvesting and land preparation 
because of the limited time between crops. 

'l'he production and yield calcnlations, however, are st:i 11 
the best d;Jta available, nnd can be used in loold ng at potenHalR in the 
country .. 

The higher incomes made possible in the model would increase 
domestic consumption, which unless curtailed would reduce supplies available 
for export, and resources available for development. Alternative courses 
of action to prevent or limit increased consumption might be programs to 
increase farm taxes and savings and to adjust domestic pricing policiesfl 
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. 1'he strnly recogn:i.znd mnny possi hle 1 nml resource cnrnhinnt:i.ons 
which could bn selected .to acldevc goals othc.r th;m maxi.m:i.:&ing ngr:i cu11 ural 
income.. Impo,rtrmt among these wns a sc·hedule for optimi.zing Jnrnl dcveJop~­

ment through flood control in the ccn1stal r;egi.ons and by relatively l 
scale irrigation .pro,jects in the Delta •. It was assumed that 200,000 
additional hectnres of irrigated lmu:l could be brought under cultivation., 

The optlrnum solutions for large :i.rr:i.gation and rlood control 
projects would requ:i re a lon·g range period of development,· ext-emH ng beyond 
8 to 10 years J and would requi.re large outlays of capi.taL However, this 
solution would permit greater expansion uf the HYV rice proclueti on nren 
without replacing f10.ati.,1g rice, arnl peak productfrjn nnd export ]eve1s 
of rice would be nchieved ( ;;1bout l .. 2 million M/T of rlce export·s)., · 

The GVN hn~ not specifically endorsed the study hut there is 
evidence that some of the policy measures implici.t i.n it are influencing 
planning in the ·Ministry of Agriculture; Le.,, the. 5-year Post War 
ment Plari .. The.scheduie of resource use has certainly influenced thinki 
in the Ministry. The GVN polit~y emphasis on bringing abandoned and new 
land under cultivation by reclamation projects, flood and salt"""lvater in= 
trusion control and irrigation developti1ent are indkations of this 
influence. 

4.. froduction Si b~atfon by Crop 

Rice, by fer the most important crop, accounts for an 
estimated 2. 7 million hec'tares of cult:ivated lam] in the country.. About 
80% of the rir.e is grown in the Delta. On the balance of tl1e land, 
rubber, tea, coffee, coconut, sugarcane, corn, manioc, sweet pot<rtoea, 
peanuts, fruits, .and vegetahles are grown. 

Tt1ble 3 ·shows the llrcns plnnted uml production of the 
principal crops for c:rop years l'J7l-72, 1972-?a, nnd 197:3-74 .. 

a.. Rice 

Rice is' the most important cormn()(H ty in South Vi etnmn, 
currently producing an annual farm gote value of over one billion U.,S., 
dollars, and about 50% of the total value of farm production .. 

Paddy production declined from 1965 to 1969 when it reached 
a low of just over 4.3 million metric tons. Production has increased 
annually since 1969. USA~D .estimates production at 6. 6 million metric 
tons in 1973/1974 .. 
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Table 3 

Area & Production of Principal Crops 1971-74 

1971-22 croo year 19Z2-73 cro2 ~ear 19Z3-Z4 cron year 
Area Production Area Production Area Production 

~ {Hectartl - MT (Hectare) MT MT 

Rice!./ 2,625,300 6,324,000 2,700,000 6,348,200 2:t770.,000 6,600,·ooo 
Sorghum 14,077 21,000 18,000 21,00Q 11,000 14,000 

.Corn. 31,000 33,750 35,500 41,700 39,600 50,500 
Sugarcane 12,600 340,500 12,400 331,000 17,400 529·, 900 
S'?ybean 7,700 . 8,400 8;300 6 ,400 11,150 10,600 
Mungbean 17,800 13,000 18,700 13,800 14,850 1011300 
Peanuts 34,400 37,000 35,200 38,900 39,200 44,800 
Bubber 

Planted Z./ 103,000 83,300 68,340 
Producing 46,500 57,500 20,000 20,000 24,700 19,500 

Coffee 9,500 4,400 8,500 3,900 8,870 5,120 
Tea 8,.460 5,800 7,960 5,100 7,380 6.,250 
Manioc 35,800 270,000 32,100 247,300 47,780 379,700 

-Coconut 33,500 125,000 29,300 116,300 33,460 133,600 
Bananas -21,000 215,400 25,100 248,000 26.,220 258,000 
Kenaf 30 20 100 100 
Jute 130 135 130 130 

The production figures represent USAID adjustments.. Published figures for 71-72, 
72-73, and 73-74 are 6,324,000, · 6,348,000 and 7,025,000 respectively. 

Z,/ Includes Michelan plantation under VC control and some abandoned 

l'"9 
a-
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Table 4 

Paddy Rice Production 

(000 metric tons) 

l964 ll.§2. 1966 1967 1968 1969 1970 1971* 1972* . !..2.ll* 1974* 

5,327 5,185. 4,822 4;336 4,688 4,366 5,115 5,716 6,324 6,348 7,025 

SOURCE: GVN {Official Estimates) 

*USAID est. 1971 = 5.5 mill 
1972 = 6.1 mill 
1973 = 5. 9 mill 
1974 - 6. 6 mill 

Table 5 

Vietnam Rice Imports Since 1964 

(OOOM/Ts) 

liil 1966 1967 1968 1969 liZQ 1971 1972 

129 434 - 750 678 336 559 137 276 

SOURCE USAID 

1973 

260 

..... ...., 
i 
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Tl1e rnpid increase of proclucti.on 8in~e 19(19 wus due to the 
GVN progrwn initiated i.n 1967-68 with llSAIJl assi stm1ce For :introduc:i.ng 
high.yielding var:ieUes (llYVs) of rice developed ett the lnternntiona1 
Hice f{esenrch Tnstitutc (IRIU) in the I1hilippines.. These llYVs can y:ield 
two tu four tir:1es more rice ~per hectare tlmn loC'al· varieties. They also 

·· hnve shorter maturing periods than local varieties, which mokes possible 
.more than one crop annually. 'Rice farmers are now using HYVs, ·along··with 
fertilizer, insecUcides, and improved farming technjques on about 
850,000 hectares yiel<ling an average of 3.8 M/T per hectare •. There is 
potential for further yield increases if mc·1re fertilizer a~d pesticides 
are applied and through better farming and irrigation practices. · 

The total potenti.al area for growing HYV~ is ~stimated at 
about 1.5 million hectares. 

There remains 1. 85 mi.llion hectares of riceland where 
traditional local varieties are grown. Floating rice is grown on ab6ut 
500, 000 of the:3e hectares which flood mmunlly. · The rice is planted in 
May am] harvested in November ancl December. neap water rice (of i.r1ter­
mediate stature) also is grown in large arens of theDelta .. 

Only 50~~ of the total land n~sources offering agricultural 
I)otenti.al is being used. TM s estimate lnc.lndcs lund wliicl1 could be 
double cropped. . in other worcls, there is potential for expanding the 
ex:i.sting a million .hectares currently he:i.ng eroppef] to 6.6 million 
hect:t.1res hy large J nvestments in lcrng term (lcw~lopmrmt projects such, as: 
drni.nage and rr~clrnnati.\1i1 of swamps; construction of large l)arrie:rs fc»r 
salt-wuter intrusion; hml large irrigation mid dr(:dnage prn;j ects. 

Expunsion of j rrignt:i.on, chi P.fly by Jow-1.i.ft pumps, in the 
slio.rt nm of Pers cons:idernble potent:i etl for :i. ncrcas:i ng producU on o C rice. 
Potcnt:i. ally 500, (100 hectnrcs or: fl oaU ng, lnw-yield:i ng r:i ce, grown only 
during the wet se;rnun, can be replaced with two crnps of high-yir!J.cJj ng 
varieties grown in tlu~ por:io<l between the L"loods, using low-Hft pumps 
to pump Weiter from the Mekong Hivcr and its tri butnrins. In th:is system, 
yield8 ·can he increased from the current nvera~e of L 5 M/'f per hectare 
per year wjth one crop of floating rice to 8 M/T per hectare per year 
with t-wo crops of high-yi.eldi.ng varieties •. nlis potential production 
of 4 .. ·0 million M/T of paddy rice would be 3 .-25 million more than is 
produced with floating rice. Such an increase could permit exports of 
;ibout 2 .. 85 million M/T of paddy (or 1. 7 million M/T of milled rice), 
assuming that 7.0 million M/T of paddy i~ sufficient to satisfy domestic 
requirements.. The export value of 1.. 7 million M/T of rice is nbout 
$750 million at current international prices ($450 per M/T) • 

. The real potential for increasing rice production in the 
Delta may be even greater than the estimates shown above.. Practically 
all of the 2 million hectares now under cultivation could be irrigated. 
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and· double cropped. However, 11ddf.t.lona.l engi.neering RtudieA would .Im 
requ:i.red to determine the influence of this water uRc on the ent ln~ Lqwor 
Mekong basin, and to assess requirements and eatfmate c<>Ata for conHtructlng 
additional salt ~ater intrusion barriers, transportation locks, nnd drainage 
and water distribution systems. 

The GVN's rice program for 1974-75 aims to increase rice pro~ 
ductionby: 

introduci.ng low- l~ft pumps in the Mekong Delta and. ·Centra 1 Coas ta 1 
.Lowlands on 5,000 hectares (with a go~l of 50,000 hectares over a 
3-year.pej:'iod) to expanp irrigation fot double-cropping of the high= 
yielding. varieties of tlce; 

rehabilitating small an~ medium-stzed frrigati~n systems; 

reconstructing old and constructing new salt-water intrusi.on barriers 
in the Mekong Delta; ' 

increasing yiels on'850,000 hectares of high-yielding varieties (TN) 
of rice; 

improving on-farm and commerc ia 1 storage' mil ling and drying facilities; 

maintaining paddy prices at incentive levels for farmers~ 

supporting a fertilizer subsidy program to keep prices to fariners at 
incentive levels; assuring the availability of fertilizer, insecticides~ 
fuels, and other farm inputs, and intensify adaptive research on riceo 

However, t~ maintain export levels it will be necessary to 
increase rice production each year sufficiently to satisfy demands of a 
3% per year population growth. 

b. Feed Grains (Sorghum, Corn, and Oil Seed Crop) Producti.011 

Sorghum was introduced in Vietnam with USAID assistancea 
Sorghum is not an important grain crop as yet in South Vietnam bt1t its 
production and ·demand potentials are good. If produced in quantity, sorghum 
would replace consumption of rice by livestock. A large swine industry 
accounts for approximately 15% of the farm gate value' of agricultural 
produ'cts. Poultry, principally ducks, is another important industry for 
meat and for duck feathers ~hich are exported. Fish fanning is also important.· 
All of these industries are grain consumers which offer potential markets 
for sorghum. 
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Production :i.s concentrnted i.n the extensive flon1ing 
area of the Delta, wl1cre i.t wns discovc.rcd that sorghum could be grown 
follow:i ng the. rice harvest by ut:i.1.i.zi.ng reshh.wl moisture left rrom 
receding flood waters.. Prc>duction :i.n the 1972-73 crop was ·.:n,ooo metric tons,, 

Jn i973.:...74 productfon nf Eiorghum cleclined to 14,000 metric 
tons, but. i.s now consiiJered .t(1 be a 1r1ore sound industry. Tl~e decline was 
caused by a lnck of nvai.lnhle seeds.: Previously, the seed had been imported 
an<l distributed free of cost by, CVN. ·This year for the first time the 
seeds were produced and sold commerci.nlly. About one-half of the 1.973-74 
sorghum crop will he uti.l:i zed by fl.sh cngc· formers in the Del ta and 
the remninhtg halr for Ji vestock feed ;aml humnri consumption. The GVN' s 
immediate goal for sorghum :i.s to expand the area planted to 20 ,ooo hectares 
AID is hssisting th:i.s pt·ogram. 

Dt~,r:tng the lnte 1930' s corn wns grown f.'nr. expo et to Frnn~e 
mid other European countries; however 1 the production of feed grains for 
in-country use was never well established.. Trml:i t:i.onal l:i vestock carbohy­
drate feeds consi.st of rice, broken rice, rice brnn, brewers rice nnd 
manioc. Jn 1973 between 10,000 and 15,000 metri.c tons of corn were sold 
by farmers to the livestock feed :i.ndustTies, a direct result of the 
introduction in 1970 of new varieties. Hoth area planted nnd production 
have l.ncreasecl rnp:idly, and corn cnn become an important enterprise in 
the P.conomy, with large quonti.tles for export. No nddi tionnl corn will 
be :imported. f'\epnhlic of Chi.mt ('l'ni.wan) is assisU ng in this program .. 

Soybean nnd peanut production could jncrease if new land 
we.re opened and f:u.·111 uni.ts are large enough, to n point where there 
would be a surplttR for export. l\nd, domestic edihle oi.l r.equ:i rements 
could he met. Imports of vegetahie o:i.l and oilseed meal hnve pracU cally 
ceased because o[ high world pr:i.cos .. 

c.. Rubber Production 

Rubber ranked second ;iftur rice ns the most valuable crop 
and source of foreign ex:change in 1%3. There were 143,000 hectares 
phmte<l at that ·time with an nnnuul production of 76,000 metdc tonso 
Lack of security, war damnge and a shnrtnge·of labor adversely affected 
this crop. The aren planted was redticecl to 83 ,ooo hectares by 1972, 
with production nt about 50/'~ of previous levels. Until recently there 
was little incentive to expand or even maintain ruuber' production because 
of low.world prices and the low exchange rate .. However, in the past two 
years the world price of rubber has increased and the exchange rate has 
gone up almost 6 fold. Interest in ru,bber by large companies has greatly 
increasede 

Land .suitable for expandi.ng this industry is available .. 
There are large areas, of upland soils not presently i:n cultivatiori which 
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would coutri bute more to the economy if plnnten to .rubber treeH tlwn any 
other crop.. Ruhuer trees requ:ire seven to ei gllt yenrs to liegi n yielding 
latex.. This lorig wa:i.ting period deters investments hy Viet narnese formers 
ever1 though credit· is extern.led with ~ grCJce period.. Large eompmd.es on 
the other hand would go ahead wfth e:x:pnnsion if hostilities eased. 

US/HD does not have a ·technical assistance program for rubbers 
The.French Government has.evidenced a strong interest in this industry 
because c>'f the many French-owned plantations in South Vietnam.. Short term 
technical assistance lws. been provided through a team financed by the Asian 
Development Bank. . Some. add:i.tional manufacturing suc~h as. battery cases is 
planned which will permit .greater import ·s(1hsti tution. 

d., Sugarcnne Production 

Sugarcane pruducU.~111 ·reached a. Id gl1 or mn.n.~. tlinn one n1:i llion 
tons in J ~)(15 and V:iet 1w111 was esscut inlly Rel r-su ff:i e:i ent :in sugar. except 
for ·i rnlustrinl usCRo Since -then procluetiun decli11ecl to 330, 000 rneiric 
tons in l 9 72-73. lJuri ug the wnr many sugarenne fields wr~re bun 1P,d mid 
new pl<m1.iugs were d:i scouraged i.n order to deny cuver to tl1e Vint Cong. 
J\lso, domcsti c. prrnluction could not compete wt th clicctp implYrts. , 1\lso, 
t,he only sugarcane t•rushing und refini.ng foci l:i ty ww3 seriously danwged 
;md made inoperable by the wnr. Twn modern crushers built later have 
never ope.rated. During this same perj od per ca pi ta sugar consumption 
doubled to about 16 kilograms. Since 1965, the major pnrt of sugar 
consumption has been met uy i.rnpo.rts., Foreign exclwnge costs reCtched as 
high as. US$57 .. S.million in 1973. Imports were proltil.Jitec] in 1974. 

Plans have lJeen mnde to increase sugarcane pJantings from 
the 12 ,000 hectares i.n 1972 to 50 ,000 huetares by ] n7. Vi '~tnarn huR not 
proeesscd sugarcaw:? si ncf:! 1967, nJ though imported raw s11gar has· been 
re L'i. netl. 1\rti sian sugar pr.o<lnct'i.on wh:i eh orL"'e renc l 1r~d 100, 000 M/T pr~r 
yeHr clecreasecl to a Fqw thousm1d tons hf.!CclllS(! or compet.iU Ve cheap 
impnrt·s and war related restraints. PrHs~ntJy nrt:i sim1 sugiJr mi.J ls nre 
l>oom:ing with the:ir product br:i.ng:i.11g nbnut (,Q cents per pot11Hl. 

The: soii. and cl:i.nmtic conditions :in Vic~tnam nre sui tnule 
Cor sugnrcane production but yields lrnve hecu low, averaging ] ess than 
B5 tuns pP.r hectare.. On the more productive i.rrigat<?d soils, two or 
three crops of rice can be grown ov,~r the time period needed to grow 
one crop of sugarcane. Therefore, rice has been a more 1>rofitahle crop 
for farmers than sugarcane. The successful development of a morlern sugar 
indl1stry in Vietnam will require more financial incentive to farmers than 
is presently offered. If current world sugar prices hold up this should 
be easy .. 

·A number of improvements are ne.P.ded in the production and 
proce'Ssing of sugarcane including the development of improved sugarcane 



var.Je1 :i <JH tltnt \·H] l per.1'11i.t fncrcwied C'llllC y·i n'lc1s. mul more cconnmienl. iln<l 
timely nH~tliodA oF hnr:veHUng mu] trcnrnporti11g <.'iJHP,. :J".n mlcHUon, f·:tig;in•;rne 
pt·od11c1 ion sliiiu] 11 he c111Lco1tt r.nted near procnHHi:r1~ fuci] JU ns aml .rH.lfl.i tiunnl 
l'Cflf~i1reh 011 tlie v;1rjo1rn soilH :itlcnti f"i<!cl t'H the 1110Ht suitable f°'>r f::Htgi.trc;.me 

prod11ct:i.un w:i 11 he 11cccssar;y If Some st11ll:i e8 imHcnte cane shou1d 1,c grown on 
uplm1d nrm-ir.rigi1t:ocJ soi.ls whe.re i.t :is mnHt' co111peUUvo .. 

USAID does not have a sugarcane project a~d is not offering 
technical assistance to th;i.s industry although poli.cy guidance has been 
given. The Chinese Agricultural Technical Mission has two sugarcane pro= 
ducti.on specialists who .wol'k part-time w:ii;h this. industry., There ar~ also 
two full-time sugur specialists from the Taiwan Sugar Company who provide 
technical assistance directly 'to the Vi.etnrnn Sugar Co. 

e. Fruits nwl Vegetah] £@. 

Bmtrnin product.i.on in 8011 tli V:i et 11;im is srrw] L ·1 n ] 'J?:J, t !tore 
wern 26, 2.2 O hectw:·os p1 nnted, whi.cl 1 p.rciclu<·ell 2 58, ooo M/'J'.. This repr<~sents 
u modest increase :i.n both n,ren um1 pro<l11clion since 1971. Appropriate 
varieties, quality c0n1:ro1, and efFi.cient processing facili ti.es and a 
sophisticated mnrl~eting organi.zution are mandntory if bananas are to. be 
exported., J,ong Klwnh I'rovince hos been selected to produce bananas for 
export.. The potential for r:!Xports is excel lent. 

M<1jor fru i. t protluci. ng a:r-ens rire located i. n the provinces 
.along the Mekong nnd MR-3 .... Pine11pple production is centen~d in the Ki.en 
Gi.nng area on the southwest coast of the Delta and in Long An in. MR~3 o 

Vegetable production in 1972 w<tS estimated to be approximately 
700 ,ooo 1m~tric tor1s. Thi.s includes sweet potatoes ;md manioc which are 
utilized for both human consumpti.on and livestock feed. Commercial produc·~ . 
tion of vegetables has incrensed rapi.dly over thr~ past five years. Dalat 
is the largest center with an nnnual prrnhwt:i on of 200, 000 metric tons. 
J\pproximately 9!S;~~ of the Dalat prorluct:i.on is shipped by t:ruck to urban 
centers wjth most of it going to Saigon. 

Although vegetables m1rl fruits nre important crops to the 
domest:i.c economy of Vielnam, their producti·on consumes a sign:i. ficarlt amount 
or petroleum products and most of the fertilizer not used on rice. It is 
estimated that.there are 75,000 3-hnrse power centrifugal pumps used for 
irrigati.ng veg~tal>les by sprinkling.1 The estimated annual consumption of 
gasoline .for these pumps is 30,000,000 liters (190,000 barrels), costing 
$2 .4 million C&F, at current prices .. 

f.. Wheat and Cotton 

Although Vietnamese farmers have little experience w:i.th 
wheat and cotton, in-formation on production of these crops.under similar 
soil and climatic conditions elsewhere indicates that they should be testeda 
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Successful cotton r>roduc1d.on ;1ppears to be possible in a relatively short 
period. Wheat, on the other l1c.mcl, may requi.re several years of ada 
research. USAm hus uo prc)gram .. 

5!' Livestock J)roduci:ion Situation and Opportunities 

·When Vietnam atta:i.ne<l i.ts independence, the livestock industry 
was ·in a critical state. 11he nn:imal popu.lation had been depleted by years 
of war.. Local bree<ls were of poor quality, animal cH.seases were wid 
and unchecked, sanitation faci.U.ties were badly neglected or non-existent and 
there was an acute shorbtge of government services.. Starting in 1955 wi.th 
the assistance .of USAID; the l:ivestock industry was improved. Ani:mal 
production lncreased nnd governm~nt services expanded by the. estabJj_shment 
of ·research and· demonstration centers for Uvestock raisers. 

·The Institute of-nacteriology was formed during tMs period 
to produce animal vaccines.. At present, it is producing most fft the 
required vaccines and major livestock epidemic diseases are under control.. 

Improved l:i.nes of swine and poultry are widespread throughout 
Vietnam, as well as the utj lizntion of :i.mproved livestock management practices<) 

Within the ngd.culture sector, livestock i.s surpassed only 
by paddy rice in economie importnnce.. T_Jivestock, mostly swine and poultry, 
is raised everywhorc? in Vietnam, but mostly in the rice surplus areas of 
the Delt.a. Swine procluct::ion is responsjhl.e for over 50% of the· total value 
of animnl production ( est:i.muted at $250 mi.llion in 1973) and accounts for 
about 15% of. the 'farm gate valnc of all ngriculturaJ products.. In 1972, 
the population wns an est:i muted 4. 6 mi.J l:i.on ns compared to 2 .. 9 mi.Ilion 
in.1967 .. Pork is the ravnl'i.te meat of South Vietnam and p:ig fat the most 
important cqok:tng oi L trnfortmwtely, swine arP. fed some paddy rice whi.ch 
is uneconomical. to V:lf.rtnmn, nlhej 1: economical for farme.rs, in vl ew of the 
high prfce that :rice could, br:ing cm the intcrnnt:i.orwl market.. 

i)ucks are important i.n lowland areas, providing eggs and 
meat ·for local consumption and feathers for export. Scavenger chickens 
are common to all village households. Swi.ne and poultry are also raised 
commercially in urban arens. Cattle and buffalo provide farm draft power 
and yield meat as a by-product after their working life., Ooth species 
have declined drastically -in ·recent years as a consequence of war and 
farm mechanization. 

Sw.ine anq poultry production reached a peak in 1972, when 
the industry suffered a major blow with the disappearance 'of the u .. so 
military market in South Vietnam.. This loss contributed to an 18% decline 
in commercial swine production and a 20% decline in commercial 
production in 1973. 



StmHes i.nd:i.cate that Vietnmn hris no immediate potential for 
competj n1~ in inte~rnat:i.omil nmrkets :in the rncpnrt or 15 vestock or m~at 
slnc(~ South Victnmn J1as dependQd. on :importccl f.'ecd grains. reed grains 
are no longer -imported n:nd the 1sHm.1tion could change i. r gnd. n production 
is increnscd sufficiently to support a commercial livestock ind11stry0 
However, adequate. animal lrnalth control mr~nsures would be necessary to 
meet sanitary requirements of importing countries.. Although Vietnam has 
stopped livestock dise~se epidemics, :tt has made limited progress In 
husbandry practices .. to improve animal health and hygiene. 

The present livestock industry is mainly traditional, small 
farm production to meet domestic demand. 

60 Fishery Production and Opportunities 

Resource Hase 

The 50,000 square miles of shallow coastal waters and the 
thousands of miles of rivers nnd cmmls i.n Vietnam contain sufri dent' 
a·sh, crustaceans nnd mollusks to snt i.sfy most of the anj mnl protein needs 
of the people of Vietnam. High-value species such as shd mp and lobster 
are excellent potential foreign exclumge fwrners for the country .. 

The fishing industry employs ahout 355,000 fishermen who 
ma.n some. 92 ,ooo boats.. In addi.ti.on :i.t prov:i.<les employment for an 
estimated 20,COO employees i..n more tlian 50 fish processing plants 
(freezing, camdng, preparing fish meal, and producing specialty items) 
and in the hundreds of traditi.onnl nuoc mam (fish sauce),cured fish nnd 
dried fish plants; ancl ;;tn estimated 200,000 involved in handling fishery 
products nt the ports, in the transport.at:i.on of products and in marketingo 

Current State of Devcln pm,mt 

The present state of development of tile fi.slteri.es industry 
is spotty, with some efficient nn<l modern sectors wld]e otl1ers nre still 
relatively primitive.. Shrimp pro<'ess:ing for export i.s the most promising 
with a number of plants pro<ludng frozen shr:i.mp that: meets U.S .. standards. 
Fleet operations are generally unsnt:i.sfoctory, with most bo'ats under­
powered, inadequately refrigerated, and ·unsanitary. Transportation, 
handling and marketing facilities and practices leave rruch to be desired. 
Losses rlue to poor handling and unsanitary practices are relatively 
heavy and therefore the cdsts to the consumer, especially in the inland 
areas, are unne~essarily·high. The present high cost of fuel has curtailed 
production recently. 

Table 6 presents a summary of the basic statistics regarding 
Vietnam's commercial fisheries for the past nine yearae In the five years 
since 1968, the number of fishermen has increased about 5% per year, the 



Table 6 - Summary of South Vietnam's Fishery Industry for Period 1965-1974 

Unit . 1966 1967 1968 1969 1970 1972 _1_9_74 

Fisherman ltOOO 243 254 270 272 277 336 341 355 

Fishing boats: 
Non-motorized 1,000 .. 2 48 .. 4 53.0 48.0 43.0 45.6 42.6 39 .. 8 28.6 
Motorized .1,000 12.2 16.8 23.2 30.0 39 .. 0 42.6 48.8 56 .. 2 63 .. 7 

Fish catch: 
Marine 1,000 tons 289 287 319 322 355 392 435 501 509 
Fresh water 1,000 tons 57 65 59 51 64 64 71 82 n 
Shrim~, crap, mollusc n 22 28 32 31 45 61 81 95 114 

Total 375 380 410 410 464 517 587 678 714 

Processed fish products: 
Nuoc_· ~m (fish sauce) mil liters 57 59 61 . S9 61 64 .+o. -69 64 
Dried 1,000 tons 17 16 15 20 21 28 42 51 46 
Cured 1,000 tons 28 30 35 25 30 34 87 46 47 

6' Exports (Quantity): 
.... Shrimp Tons 700 621 432 78 49 26• 185 1,727 3,840 4,567 

Fish n 233 165 188 - - - 204 446 269 99 N ....,, 
Fish meal .. - ... .... - .... ... ... - 1,582 138 
Other sauce 1,000 liters - - - - - - 85 128 390. 76_7 
Fish sauce 1,000 liters - - - - - - 85 123 193 139 

Exports (Value): 
Shrimp 1,000 US$ 813 697 495 141 70 ·27 462 5,358 12,661 15,761 
Fish n 94 67 74 - - - 201 330 120 173 
Fish meal n - - - - - - - "'!' 601 427 
Fish sauce n - - - - - ... 68 48 86 92 
Other n - - - - - - - 5 420 l 543 

Total 907 764 569 141 70 27 731 5,74113,838 17,996 

SOURCE: rectorate of Fisheries except for exports of fish meal.. 
Fish meal from Customs Directorate 

<it 



1111111hor of' hoal H nhout :4'/,~ por y•uat" .. imcl 1 lw 1 ot u'I <'id «It 11bn11t HtY. pur YHllt'. 
Tho J t1(·1·uasecl prrnlud:l.vi ty pe.r f:t Hhermnn nrnl por 1iun1 la lnrgcly Lhn 
nmtiJ t of the marked increase in the proportion of boats tlmt are motorized, 
which rose· from 39J~ in 1968 to 69% in 1973. The increased productivity 
can also be attributed to the avaH.ability and use of improved fishing· 
and techniques•" 

. The· most noteworthy development has been the increase 
fishery export earnings; rising from $27,000 in 1970 to almost $18 million 
in the fi.rst eight monthsiof 1974 .. Exports in earlier years were without 
benefit of customs be~ause the low exchange rates force~ illegal trading 

The GVN has set n goal of i1~reasing total production Ly 
up to 15~{i per year.. One published gonl projected over ] , 300, 000 M/T of 
fish hy 1978, sufficient t:o satisfy domestic demand and earn nbout $100 
mi.Ilion foreign exchange annually. 'l'lds goal is over-optimistic~ 
However, total production could real~h n million tons· and exports $50 
million by 1978 with further motodzntion of fishing vessels (including 
installation of larger engf nes i.n present boats); wi. th the arlopt:i.on of 
more modern fishi.ng gear; Jmprovements in port facilities, especially 
instnllaH.on of. coh1 storages at .severnl ports; with increased availability 
of refrigerated transport; and with more efficient use of processing plantso 
This would mean a. 7~~ in~re~s~ in cotch per year, and production for export 
would be ab<mt double .the current (1974) rate .. 

Production and Processing 

In order to attain the gonl of 7~~ increase in fishery lanMngs, 
it i.s estimated that the numhers employed in fishing, handling, transporta­
tion and marketing will need to increase by about 4%. It is assumed that 
improvements in boats and shore equi. pment wi 11 i.niprove the productivity 
rate nntl the efficiency of operatj.on. · 

The total nu.mher of f:i.shing craft neecl not 'increase nnd 
may decrense somewhat, but cnch ycrn r tlu!rc w:i 11 be a need for n pproxJ mately 
4, 000 new boats to replace those tlwt: nre 1:et:i.red hec';mse of age and 
inefficiency.. The new boats will require more power than those replaced, 
and the power ou some of the presently motorized houts will need to l>e 
raised. :New engine requirements will·he approximately 8,000 per 
Until the cost of ruel he~omes more reasonable, and until new resources 
are exploited with more effective fi.shing methods so that large fishing 
vessels can operate profitably, most of the new boats will be in the 
5 to 50 gross ton range. 

The establishment of freezing-processing firms and plants 
has considerably exceeded current demand. In 1971 there were two plants, 
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with. daUy fret~zing capc.u~i.ty of ahout '10 M/T, employi.ng ahnu1· 200~ ln 
Sf1pt emher 1974, 25 t~ompani es wc,rc ,,perat i ng w·i th f'renz.i ng <"ap;Jr i I y of 
ahout ·120 M/'f per day, ~rncl employing aronn<1 4,000 persorrn. , 

The present plants could process two to three ·timns the 
quantities of .fishery products necessary to meet the proposed 1978 goa.1 
of .$50 million.. Unfortunately most of the plants, especially those in 
the Saigon area, are not in the right places. Thus·some new freczi.ng­
processing plants will be requi.red fo several of the major fishing ports 
in order to assure better quality of frozen products. AdcHti.onal1y, 
of the major ports and several of the ports with moderate landings wnl 
need ,cold storages, and a few ports will need increased ice producing 
capacity.. · 

Fish meal production capaci.ty is far i.n excess of .the present 
and foreseeable levels of raw material supplies. No new fish meal plants 
should he consicler~d for any I.oration in Vietnam unless major increases 
are ;1ttained in the supply of fish. 

·The six canneries, all located in the Saigon-Cholon-ni en Hoa 
area, have more than sufficient capaci.ty to process the maximum amount of 
raw material expected to be available in the near future. However, a few 
of these plants wi 11. requi.re moderate investments i.n new equipment i.n order 
to meet recogni.zed product quality standards. 

7. Forestry Production and Opportuni Hes 

Hesource Base 

It has been estimated that 12 mil.Hon hectares, three-fourths 
of the total land ar~a of Vietnam, is forest land with about 5.G million 
hectares of commercially valuable stands. Properly developod and manflged 
thf'se fornsts can s11pply not only all foreseeable dom1~sti.c needs for wood 
but also can provi <le raw material for a forest product export busi nPss 
whfch could exccr~d llS$100 million anrnmlly on"a s11s1aill<.!d basis. 1here 
is some i rnHcati on that a s'trong worl '1 market for forest products w i 11 
continue to ex·ist and will iHcrease s1oacJ-i]y over time. 

The USAID forestry assistance program h<:!gan in ] % 7 with the 
basic objective of increasing forest products producUon to meet dornHstic 
needs and provide jobs to strengthen the local economy. Except for a few 
specific products such .as ~reated power poles and timbers, this ohjective 
has been met with legal log production rising from a low of 207,000 cubic 
meters (m3) in 1967 to an estimated 746,000m3 in 1974. 

~ . 
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/\s produc·Uon increaserl and in-country shortages decreased, 

emplmsd s was shi ftncl to developin~ £...-Xport pote111 i al in kr.~epi nis with <:VN 

go;.e lfi. l,of.{ mqm rts he~nn in 1''71 with the 1 o1 a J value for 1 Im t yr!iff 

amounting to tJS$240,000. Wood prnchict exports in 1973 totanncl 118$"13 

million, and <Jurin~ tlm firRt 7 mohths of 1974 mcport.s increr.rned ov(lr 
the same period i.n 1973 in sp:f h~ of a rlecli ni ng world market for 'some 
products. · 

Conservation Measures 

After a war-time lapse of several years, a .modest re­
forestration program began in 1971. In 1972, 1,200 hectares of trees 
were planted and in 1973 the figure exceerled 6,000 hectaresa The GVN 
has progrannned 17,000 hectares for 1974. Whi.le this represents a good 

beginning, it only touches. the problem. A major, accelerated, continuing 
re-forestration program of perhaps 100,000 hectares per year is needed to 

repair the damage to the forests caused by war activity, uncontrolled 
fires, indiscri.mi.nate cutting and other land abuse1!3. 

Product~ on Goals and Short-term Needs 

The Ministry of Agd.cuHure has estahHshed a tcntaU.v~ 

annual allownh]e cut of 3.3 million cubic meters and ha.s snt a projected 

goal for. exports of US$100 milUon to be reached before 1980. Export 
goals projected by USAID for the next 3 years include: 1974, tJS$19 million; 
1975, US$30 million; 1976, US$45 million. The <WN forecast for this pPriod 

is somewhat higher. 

Present Capabi.li.ties and Short-Term Needs 

At the present time the production capacity of the logging 
eqtli pment on . hand ( 600 trucks, 50 tractors, etc. ) is approximately one 

· million .cubic meters of logs annually. An estimated .1, 150, OOOm3 of logs 
can be utilized annually by the est:ahlished wood products manufactud ng 

industry (1, 098 small head-rig saws, 2 plywood plants, 1 ground-wc;rnd pulp 

plant, 1 particle hoard plant, etc.). 

From this it is clear that in-country productfon capacity 

is being rapidly approached. A major modernization and expansion must 
occur in the next 2-3 years to rai. se production from the present 746, ooom3 
level to the <WN announced goal of 3.3 mil.lion cuhic meters before 1980. 

New modern sawmills wi 11 be required for large scale lumber exports. 

8. Agricultural Business 

Principal agricultural-business industries tnclude livestock 

and poultry processing, feed m:i.lls, ri.ce storage and processfog, sugar 

mills, starch processing, wheat flour, infant foods, and edible oils 
Production capacities of existing ·facilities are shown in Table 7. 

7 
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· Table 7 

Estimated existing capacity of processing and marketing 
Facilities (Bolton Report) 

Item 

Rice mill 
Grain storage 
Sugar mill 
Sugnr refinery 
Flour mill 
Peed mill 
Rubber processing 
Tobacco processing 
Kenaf-Jute processing 
Tea processing 
Pork processing* 
Beef processing* 

(As of 1971) 

* Live weight 
Source: USDA/ERS - .I<"ield Report No. 41 

·' 

Total Metric Tons 
Thousands 

. 6, 960 (Paddy) 
2,345 

600 
290 
186 
350 

50 
20 

4 
5 

500 

146 

L:ivestock & Poultry Processing: Significant developments have 
been mode in the cnmmerc:i.ul livest:ork ancl poultry industries since J%S,, 
Fifty or more modern poultry hatcher:i.es have estnblished, producing 15 million 
ch:i.cks per year for the broiler and egg producing irnlustdes.. 1\ c<nnmPrcial 
livestock and ponltry industry, originally based pr:i.marily on imported corn, 
has been established. Domest:i.c feeds are now used. 

'fhe 1971 capacity for pork processing was 500,000 M/T, and for 
beef 146 ,ooo M/T. · 'I'otal slaughtering i.n 1973 was 2, 862 ,ooo head as compared 
to 3.,065,000 head in 1972. 

Cattle and buffalo slnughteri.ng remains small, consisting 
primarily of w01·k ar:iimals killed because of age or other reasons. 

USAID estimates that total poultry slaughtering in 1973 declined 
20% <lue to the loss of the U.S. military market. However, published GVN 
figures showed an increase of 5 ,400 M/T. of chickens slaughtered i.n 1973 over 
1972 (37,900 M/T to 43,800 M/T of liveweight respectively) .. 

Duck slaughtering also increased in 1973 by 3,ooo M/T to a 
total of 40,000 'M/T livewefght. ·Likewise, production of eggs continued 

73 



Table 8 

New Facilities .Reauired Under Five Land Resource Situations 

Land Resource Situation 
I II III IV v 

Unit l/ Salt 
Facilities Capacitv- Existin£ A.bandone~ Intrusion Irri2ation Additional. 

1000 M/T ---------------------~---- Units -------------------------

Rice mill 10 .. 4 4.0 10.0 5.0 7.0 16.0 

Rice drying 3.0 .62.0 64.0 94.0 93.0 119 .. 0 

Grain storage 3.0 148.0 307.0 306.0. 336.0 878 .. 0 

--.J Thresher sheller 1.0 391 .. 0 535.0 500.0 487.0 1,875.0 
~ 

Oilseed mill 57.0 1.0 2.0 3.0 3.0 4.0 

Feed mill 13.0 12.0 12.0 9.0 9.0 20.0 

Sugar refinery 100 .. 0 -- 0.2 0.2 0.2 0.6 

Sugar mill 450.0 -- -- -- -- 6.6 

Rubber processing LO 95.0 126.0 126.0 126 .. 0 0 

Kenaf processing 2.5 3.0 3 .. 0 3 .. 0 3.0 3 .. 0 

Tobacco processing 10.0 1.0 1.0 0 LO LO 

proces 0 .. 2 2 .. 0 2.0 2 .. 0 2$0. .. 0 

basis 

Source: - Field No 41 



to increase: 302 million chicken eggs in 1973 up 22% from 1972, and 327 
mi Uion duck egp,s ill 1913, up 10% from the previ.ous year. The value of 
d~c~ feather expor~s was $1.2 mlllion in 1973 compared to $0.5 million 
in 1972 ... 

Feed.Mills: Moder~ feed mills with a tot~l capacity in 
excess of 350,000 metric tons per year had .been established· by 1974 to 
process imported corn for the ·commercial livestock and poultry industries. 

Corn and other feed ingredient imports (CIP and PL 480) 
declined.from a high of 108,030 M/T in 1970 to a negligible amoun~ in 
1974. No imports of corn are scheduled. 

As a consequence of high raw materi~ls prites most feed mills 
have closed operations or~ are operating at a small percentage of capacity 
to process the small amount of remaining imports and local products, most 
of which is for poultry f~ed. Many commerical livestock producers are 
processing their own feed, 

Rice Stora.B!. & Proct:!SSi.ng Facilities: Drying of rice is 
preR~ntly done by farmers on the roads in the sun. WJth the <lQvelnpment 
of double cropping, mechanicnl or other methods of afr ,frying wi 1l be 
requin:•d as harvest of at least OOe crop is likely during the raJny SC'<lAOO. 

Planting dates might bf! adjusted in some areas to allt!vint(! part or tlw 
drying problem and the possi.ble introduction of rf.ce vnrit>ti<,R with nhorter 
maturi.ng times than the current TN varieties of 120 rlays mriy allevi:1te 
~he problem. However, drying of one ctop of the TN variety will be necessary 
in the Delta JI,. 

The introduction of TN varieties has reduced the traditional 
November-February peak d~mands for storage facilities, but the increased 
amount of milled rice entering commercial channels, resulting from increased 
production, will require addttional commerical storage as well as trans­
portation ]J. 

Jones and Niernberger emphasized the need for improving the 
quality of all storage. The majority of wilrchouses an~ olrl and in need 
of repairs. Many have dirt floors. Losses in the tice were valued at 
almost half the total storage cost. ~he lriss would increase with increased 
storage time. Losses could be r~duced by improving warehouses anrl m~in­
tenance, by insect control, and hy improving the srorage quality of rice 
(better ~rying and milling). 

The National Institute of Statistics had records of 1,537 
licensed rice mills in 1968. According to Jores & Niernberger, these 
mills prorluced 1,497 ,000 M/Ts of miUed rice in 1968. USAID estimated 

J / Gr a i. n Mar kc ting in S O(t th Vietnam 
FDP Field Report No~ 19, Nov. 1972, by Amos D. Jones and.Floyd F. Niernberger, 
Interna tiona ! Development Center, ERS, U.S. D .A. 

1) Economic and Engineering Study Grain Storage 'and Marketing System in Vietnam 
Wildman A~ricultural Research Inc., Toledo, Ohio - March 1970. 
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that 2,208;000 M/T were· milled in the !'968-69 crop·year. Licensed mills 
operate less than 120 d~ys ( lO hours per day for each machine). Jones 
& Nlernhcrger estimated that unlicensed mills produce an addition 700,000 M/T 
of milled ricP pe~ year. They conclude<l that South Vietnam had excess 
mi1ling capacity for production at thnt time. Thia estimate was based on 
the potential of .the licens'ed millR operating 260 days and one extra shif 
for 120 of these days. 

§ugar Mill.: Sugarcane is consumed directly, i.e., as 
sug~rcane, jtiice, or artisan~ raw sugar. Of imported sugar soft dririk~, 
sweet condensed milk, and pharmaceuticals use about 20 percent, some sugar 
is used in bread for leavening. The .rest is consumed hy general population. 
Molasses, a by-product from both cane mills and refineries is used in the 
production of rum and as an ingredient for the manufacture of monosodium 
glutamate (MSG). 

There are three centrifugal sugar mills in South Vietnam 
for processing cane. Th~y have a combined capacity to process 600,000 M/T 
of sugarcane per year 9 yielding 50,000. M/T of "plantation white" sugar'. 
There is also a refinery (Bien Hoa) which produces 120,000 M/T of refined 
sugar .from raw and several plants which produce brown sugar only from 
raw sugar .. 

Adjacent to the Bien Hoa plant i.s an alcohol and rum distil ry 
plant. The distillery has· a capacity of 5,000 liters of pure alcohol per 
dny. There is also a factory which can produce 10,000 kennf bags per day. 
The other bag factory in Salgon has about sRme capacity. 

In addition there are hundreds of artisan sugar mills with 
capacities of 5 to 10 tons of cane per qay. This type of mill has been. 
expanding in numhers and activities since the price of artisan sugar has. 
risen to nearly 850 VN$/kilo. 

Starch Processing: There is a potential offered by the local 
production of starch from manioc (cassava)n Manioc is easily grown in 
South Vietnam and its production could be increased into a significant 
starch industry. Starch now is made from manioc in a.home process· for 
direct consumption, for use in producing monosodium glutamate, and as 
a starter for making glucose ,·syrup. 

There are possibilities for substituting starch mixtures for 
sugar, and starch for textile processing, paper coating, adhesives, hrewing, 
confectionery, baking, fermentation ·(for making monosodium glutamate and 
yeast), soft drinks, and animal feeds. 

Manioc starch could be used as a starter for sweeteners which 
have consumed $6 million in imports of sugar (10% of 1973 sugar imports). 
It could also replace about,80% of the molasses used in making MSG and 
bakers yeast. MSG made from local manioc starch could be exported if it 
met international standards of quality and price. Also, yeast produced 
locally from manioc starch could eliminate about $1 million in imports 
annually. 
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~dible Oils: Pig fat is preferred to ~egetable oil for cookinge 
The development of vegetable oil production has been suggested to subst 
for anima 1 fats for human consumpt i.on and export.. The .princ.ipa 1 vege 

:oils produced i~. Vietnam are from coconut and peanut although most of 
these ;crops are· consumed dlrectly. 

B. 

1. Increase· rice ~roduction to the export level and furthe 
increase forestry and fishery products exports. 

2. Increase incomes of small agriculture prorlu~ers, improve 
their quality of life and increase employment opportuhities. 

3. Strengthen the financial structure of th~ Agricultural 
Development Bank and thereby enhance its ability to attract 
other donor financing, and strengthen the institutional 
capability of the agriculture sector in general. 

C. Constraints 

Constraints on agriculture production, while seemi.ngly imposing, 
are not limiting but do increase costs and prices. If constraints were 
el:f.minated or eased, Vietnamese exports would be that much more competitive 
in world markets. Also, domestic consumer prices would be lower without 
decreasing farm gate prices. 

1 • .Q..~£.~easing Profitability 

a. Rice 

~he ratio of net returns to costs of those farmers using 
recommended practices, even when fertilizer cost is subsidized, are 
considerably lower than in recent years. The table below represents a 
typical rice growing operation in the 17 provinces of the Delta Region. 

7? 
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Table 9 

Return/Cost Ratios 
Delta High. Yield Variety Rice 

Dry & Wet Seasons 
1972/73 - 1974/75 

1972-73 1973- 74 

Ratio between (a) expected gross 
returns less cash and i.rr ·iga t ion 
costs and (h) total cash cost 
with all recommended practices 

Dry season crop 7.4 6.5 4.8 3o4 
Wet season crop 6.4 4.S 4.1 2.9 

Ratio between (a) increased net 
return when recommended practices 
are used instead of traditional 
practices and (b) the increased 
cost (pre-harvest) of using re com· 
mended practices instead of tradi• 
tional practices 

Dry ·season crop 4.5 4.1 2.8 1.4 
Wet season crop 6.3 3.9 '3 .1 .. 1. 8 

The conclusion from the above figures is that ratios 
of expected net returns to costs based on recommended practices, even with 
the fertilizer subsidy for the corning crop, are projected' to be considerably 
lower than in recent years. A ratio of 4 to l for the type of ratio shown 
above generally is considered a minimum to encourage full use of cash 
inputs. With fertilizer subsidization at the projected level', the ratio 
for the 1975 wet season crop may just about equal 4 to 1. Without the 
subsidy, a ratio considerably below 4 to l likely would prevail for both 
the dry and w~t season crops. Field reports indicate that a cut-back 
in fertilizer took place inthewet season and additional cutbacks would occur 
in the dry season without a subsidy. 

b. Fisheries 

The fishing industry is experiencing a Vf.~ry serious cost­
~ ice squeeze that is adversely affecting its profitability. 

(1) Diesel fuel costs have increased 170 percent in the last 
1% years from VN$35 in early 1973 to VN$95 per liter. This alone increased 
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the fisherman's catch cost 25 percent. Fuel costs in Vietnam are much 
higher than those of neighboring countries harvesting the same kind of fish~ 
placing Vietnamese fishermen. at a comparative disadvantage. 

(2) The cost of lee, net~ and other materials used by the 
industry and the'costs of handling, processing and distributing have 
also risen dramatically. 

(3) The expor~ market has been adversely affected by· 
world-wide increases .in the supply of shrimp and fish meal~ Vietnam's 
two major fishery exports, nnd world market prices for these items have 
dropped st'r'.nificanbly. · 

The estimated opera~ing costs of an average Vietnamese 
trawling operation ~ utilizing trawlers of 20 gross tons and larger 
show the following breakdown for a metric ton of fish landed in 1973 
and 1974 respectively J/. The large increase in 1974 costs primarily 
reflect the increased price! of diesel fuel. 

Cost 

Fuel, 700 liters 
Crew sala.ry and subsistence 
Ice 
Maintenance and gear replacement 
Value Added Tax@ 10% 

Total operating costs 
.. ' 

Landed value of fish 
Profit per metric ton 

j/ Source: U.S. Department of Agriculture study 
and confirmed ~y fleet operators. 

197] 1974 

26' 600 66,500 
36,000 36,000 
4,000 12,000 

14,000 18,000 
162000 163000 
96,600 148,500 

125,000 160,000 
38,400 11, 500 

The above breakdown does not include fixed costs such 
as amortization, interest, depreciation, insurance, and shoreside management 
expenses. These costs must be paid whether or not the boat operates. 
With fuel cpsts at VN$95/liter the net prof its of the boats now operating 
vary from negative figures up to levels which, while in the black, do not 
encourage investment in improved boats and equipment. If fuel costs 
were VN$65/liter, which would be comparable to prices paid in other 
countries in Southeast Asia, ;the fishing operations would be suffi.ciently 
profitable to encourage needed modernitation. 

While the 1,price of shripm, the primary export, has ·dropped 
in world markets the value of landed shrimp in Vietnam has increased because 
of quality improvements in handling and processing. 

I 

9· 
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With the exception of a limited quantity of luxury 
species and hardwood timber produced wtthin 150/km of Saigon, the forest 
industries·,of .Vietnam su~ply species of hardwood .logs and lumber which 

·cannot compete .in present world. markets due· to high. domestic costs. The 
·following curr~nt co~t-price data per c~blc meter on timber .mo~ing from 
·the centr·ai highlands to Saigon for export illustrate the problem: 

.Export costs per Cubic Meter 

(1) Cost of logs per cubic meter (m3) 

- Fe 11 inf'. timber and remova 1 to GVN 
scaltng yard areas: US$13.43 to 
US$17. 91 

- Stumpage and related taxes per m3 
Cutting license fee US$1. 20 
Stumpage (payment for stand­
ing timber) 
Reforestation surcharge 
Province tax 
Other miscellaneous tax 

- Highway transport (per m3) 

6.72 
1.68 
1.68 
2.24 

Highway transport from the cent~al high­
land' to the Saigon area range from 
US$26.68 to US$32.83 with average of 
US$29. 85. 

Total cost of logs per ml delivered to 
sawmills in Saigon area: 

US$16. 41 J/ 

US$13. 52 

us $ 2 9 • 8 5 1.1 

US$59.78]/ 

J/ It should be noted the cost including a normal profit would be 
US$4.00 per cubic meter. The balance of US$12.41 goes to 
extraqrd'inary expenses necessary· to ope·ratioo in the war zone. 

11 Unofficial costs .amount to a reported 33% to 40% of the total 
transport cost. 

]./ All processed hardwood timber must be exported from Saigon ~here 
regular shipping schedules are available. 
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(2) . Saw mil li~costs ·«per m3). 
. . 

Log cost · 
(It nbrmally takes l\m3 of logs to 
'produce tml of export g~ade. lumb•r) 

Labor, power, .fuc.l, chemicals, .etc. 
Export pack~ging and marking , 
Forwarding/stevedoring 

Tota~ Cost for Saw Milling 

. (3) Export. expen~es including bank ··charges 
a~d interest 

(4) Other costs 

Estimated to be 7% perce.nt of fob valuE 

Total cost of lt.1mber per ml for export, 
.fob ship!./ 

Common and bett(tr lumber per ml 
·l~Rs frrf ght/insurnnce 
fob price Saigon 
Plus 15% export subsidy 
fob price pius subsidy 

Profitability: 

Cost of producing lumber - fob ship 
fob price plus subsidy 
Net loss 

US$. 89.67 

·u~$ 13. 43 
US$ 2.24 
US$ 4.47 
US$109.81 

US$ 8. 

US$ 8.35 

US$126.51 

US$1.32. 71 
38.79 

US$9J.§2 
14.08 

US$10B. 00 

US$126.51 
108.00 

US$ 18.51 

!!_/ Some producers manage to escape some of the log and transport coats 
.shown which account·in paft for their continuing operationse 

1/ Quo.tea for Vietnamese sawn timber in October 1974 CIF at U.S. West Coast 
ports .. 
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n. Pisherit~s -----
i) Rc.'s.trictio12~: The efficiency and effectiveness 

of fishing operations are· seriousl'y hampered by official restrictions 
against the use of direct ship-to-shore radio communications and the 
high cost of communications through the official marine radio.-telephone 

·system. With p'oor communications·, manag~ment ·ashore is tt'nable to proper 
direct fishery boat activity, maintain adequaie control of operati6ns 
and resolve problems. · · · · · 

. ii) Transportation D~ lays: Frequent de lays ·of 
fishing vessels and tr,ansport trucks for "security" checks and the .fee 
collection imposed for passage. increase costs of production and cause 
a significant deterior~tion of the products. 

b. Forestry·· 

Although the forestry law provides· for long-term 
timber leases, there ·appears··to be an administrative .policy against such 
leases, which discourages·large, foreigninvestment in timber and logging 
projects. 

I 

3. Institutional 

a. Availability of Credit: Institutional credit is not 
readily accessibl~ to most· farmers. and farmers must depend on relatives, 
merchants: and. money lenders for credit or do without it. Furthermore, 
the amount of credit supplied by the ADBV and Private Rural Banks of ten 
is not adequate to meet the full costs of recommended ca~h inputs. 
Therefore, farmers must s~pplement these loans with additional credit 
from. other so.urces or be satisfied with something less than full potenti.d 
yields .. 

It is assumed the credit nc~ds in agriculture are 
equal to 40 percent of the value of the gross agricultural product. The 
projected gross ~griculturol product values for 1974 and 1975 are VN$l,100 
billion and VN$1,210 billion, respectively. Using the 40 percent need 
figure, the projected credit need in agriculture for 1974 is VN$440 bill 
of which the ADBV and Private Rural Bank systems are expected to supply 
only 17 percent. The projected credit need in agriculture for 1975 using 
the same basis of calculation is expected to be VN$484 billion. The ADBV 
and Private Rural.Bank system with the proposed capital assistance grant 
~ill be able tb supply abou~ 26 percent. 

Cost and incom~ data obtained from farmers growing 
rice in Vietnam show there is a persuasive ~orrelation between adoption 
of recommended growing prncticcs and th(' credit availa.blc to farmQrs. 
Without the credit support providl\d by the ADBV, n· is very doubtful 
that the accelerated rice production program initiated in 1968 would have 
reached the production target goals attained·. The combination of cre~it, 
farmer supervision and the new high yielding varieties permitted Vietnam 
to increase rice production from about 4.4 million MTs of paddy in 1969 
to 6.6 in 1974. 
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. . A lack of adequate credit, parti~ularly short and 
medium-term, inhibits production of forestry products. · High cost 
interest and short .. repayment terins are· a disincentiv.e to further invest­
ment in ti~ber cutting and h•ndling equipment. 

. b.. Intere.st £2!!·= The, spread; in interest rates between. 
medium and long-term loans, 1,4 percent, and: production loans, 24 
needs to be reviewed. Presen~ government ·policy of discouraging any 
increase in interest rates has had the effect of discouraging other insti­
tutional lenders, and the number of medium and long-term loans has been 
kept to a minimum because the cost of them was much greater than the 
return. 

Funds obt~ined· by the ADBV and Private Rural Banks 
from time deposits cannot be used profitably by them in. their loan programs 
'fhe present interest rnte on one-year time deposits is 26 percent while 
the interest charged by the ADBV and Private Rural B~nks for production 
loans is 24 percent and 31 percent, r~spectivcly. The ADBV only charges 
14 percent interest on medium-term loans. ·It follows that loans using 
time deposits as a source of funds must be subsidized and the Private 
Rural Banks have been discouraging time deposits which in a healthy economy 
should be a major source .of loan capital. Commerci.al banks including the 
Private Rural Banks pres~ntly will not accept time deposits for more than 
six months. Present six months time deposits earn only 23 percent .. 

. c. Inad~quate Grain Storage .and Handli~: Existing rice 
han.<Jli.ng, conditioning, storage and milling facilities are inefficient 
and an estimated 15 percent ot the rice harvested is lost before it reaches 
the consumer. As Vietnam approaches a surplus situation, the problem is 
becoming more acute because more high yielding varieties are being grown 
and harvested ruing the rainy season. Rice mi1l yields and the quality 
of rice produced are significantly below levels elsewhere in the world. 
Either more effective use of existing mills will be required or modern 
milling facilities instal~ed tci mee~ international trade standards for 
rice exports. 

a. Continuing Hostilities: The war and associated 
insecurity ·is a major deterrent to expanded agricultural, forestry and 
fisheries development: 

(1) Only a fraction of the forested area and potential 
new farm and grazirig larid can be brought into production because of fear 
and interference.· For example, logging has been banned for over two years 
in Tay Ninh and Binh Long, two important log producing provincese Likewise, 
many waters rich in :fishery resources cannot be harvested due to mil 
limits t ions • 
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'(2) Over 1 milli<;>n men, representing the best of 
the labor force, ·are in uniform. 

(3) Investment by foreign entrepreneurs, who have 
shown great i~tere~t in developi~g ~xport lndustries based on the utiliza­
tion of bananas, range·cattle, feed grains,. oil seeds, timber and other 
agricultural products, has be~n held up. 

(4) w.1ter control structurP.s, power li.nes, railroads, 
rorids, hr idgeR Eind otlwr in (raR t f'UC t ur<.'A httV(l bClen <lr>R t roy(:•d. 

. b.. .§)10'~.tage ot...!r:.~Lnec1. f>eraonnt•l: Tht• c.urn1 nt I y r•Ht lmrA 
need for profes.slonally tra.incd personnel in agriculture, .forestry and 
fisheries in the ~ublic and private ~ectors is 6,937. The estimat~d total 
number of college graduates with this type of training in 19'14 is 1,2920 
Thus, it is clear. that additional professional manpower development is 
urgently needed. · 

I 
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