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ABSTRACT

There are many studies about the effects of FTA on Vietnam economy. However, the research on
FTAs regarding its relationship with agriculture is limited. This study examines the relationship
between FTAs in Asian region and the agricultural value chain. The result suggests that FTAs
has positive effects on Vietnam’s economy as a whole but the effects on agriculture sector is not
clear. The prices of Vietnamese products exported in the world markets are lower than the same
products from other exporting countries and the share of value added in the agricultural value
chains for producers is not high. Therefore, there is little incentives for farmer to expand their
production. In addition, fruits and vegetables have potential in terms of export oriented
production. FTAs also have positive impacts on poverty reduction in Vietnam but the investments
in agriculture is small. As a consequence, to increase the value-added for agricultural value
chains, potential products should follow the requirements from GI, AO and other food safety
standards.

JEL: Q13, Q17, Q18
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INTRODUCTION

The Doimoi policy in 1986 marked a new period in Vietnam, a transition from the closed to the
market economy and integrating into the world economy. Vietnam has been pursuing the open
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economy and has actively participated in the globalization process. Consequently, Vietnam’s
trade has achieved many successes in the last two decades and openness has rapidly increased.
From a country which had to import food, Vietnam has become the second largest rice exporter
in the world after India in 2012.

Since 1990, the Vietnamese economy has shown continuous improvement. The GDP has more
than doubled in the last decade. In 2010, Vietnam reached a GDP per capita of US$1,160,
attaining middle-income status according to World Bank criteria. The annual growth rate since
2000 has averaged 7.2%, second only to China in the Asia-Pacific region. Moreover, the
integration of Vietnam into the global economy has accelerated sharply in recent years. Exported
goods and services represented 68.3% of GDP in 2009, compared to 34% in 1994, and are
concentrated in six product groups — crude oil, textiles and garments, footwear, seafood, wood
products and electronic goods — which together, account for around two-thirds of total exports
(BT12012).

The impact of trade liberalization on Vietnam’s economy is significant in terms of
promoting exports, imports and economic growth in the country. The previous studies mostly
focused on the effects of Free Trade Agreements (FTA) on Vietnam’s exports (Trung, 2002;
Quan, 2005; and Bac, 2010). These show that the FTAs have positive influence on exports. In
addition, there has been a rapid growth in agriculture due to the integration of Vietnam in the
ASEAN and the world market through FTAs and WTO (Tuyen, 2003; Vanzetti et al., 2011).

However, there have been no studies focusing on the relationship between FTA and agricultural
value chains in Vietnam. In the context of international integration, it is believed that FTAs,
especially FTA in Asian region, promote the domestic production of export oriented agricultural
value chains and poverty reduction. This study analyzes the relationship between the trade
liberalization of Vietnam through FTAs and agricultural value chains developments, investments
in agriculture and poverty decline in Vietnam as well as discuss opportunities for cooperation
between Vietnam and its trading partners in the agricultural sector.

Section 2 provides context of FTAs and macro economy in Vietnam. Section 3 reviews trends in
agricultural international trade. Section 4 describes investments in agriculture. Section 5
describes impact on poverty and agricultural production. Section 6 analyzes impact on
intellectual property right protection and certification. In Section 7 some conclusions and
recommendations are drawn.

Context of FTA and Macro economy in Vietnam

Trade liberalization in Vietnam

According to Anh (2012), Vietnam, together with ASEAN, has concluded and implemented 6
regional FTAs, namely ASEAN Free Trade Area (AFTA) in 2002; ASEAN-China Free Trade
Agreement (CFTA) in 2002; Vietnam-Japan partnership economic agreement (VJPCA) and
AJCF in 2008; ASEAN-Korea Free Trade Area (AKFTA) in 2006; ASEAN-India Free Trade
Agreement (AIFTA) in 2010; ASEAN-Australia-New Zealand Free Trade Agreement
(AANZFTA) in 2001 and Vietnam has also concluded more than 100 bilateral trade agreements
with its trading partners.



Vietnam’s FTA commitments are consistent with the country’s WTO commitments while going
beyond them in certain areas. These FTAs aim at a deeper integration and market access,
providing at the same time the necessary instruments for domestic economic safety. They cover
various sectors and fundamental principles on trade in goods, trade in services, investment,
electronic commerce, movement of natural persons, dispute settlement mechanism, sanitary and
phyto-sanitary measures, standards, technical regulations and conformity assessment procedures,
intellectual property, competition and other trade-related issues. The most important commitment
of trade in goods is the reduction and elimination of tariffs among contracting parties. With
regard to trade in services, Vietnam’s commitments generally do not go beyond the level of
WTO concessions. Investment provisions in FTAs reflect the standards of Vietnam’s investment
promotion and protection agreements and provide further favorable conditions for investors of
other parties.

It is clear that Vietnam is still in its early stage of integration through the conclusion of free trade
agreements. Almost all FTAs signed by Vietnam are traditional agreements which cover only
trade in goods, with separate agreements by sector (excluding AANZFTA). As a developing
country with low competitiveness, the FTA policy followed by Vietnam is selective and is
concluded with an appropriate timeframe, in accordance with the actual conditions of Vietnam’s
economy. Agriculture bears a significant impact on the majority of the country’s population, and
influences the socio-economic development its political stability. Thus, agriculture is always a
sensitive area in bilateral and multilateral FTA negotiations. In the said negotiations, Vietnam
has not separated agriculture into basic and processed products, as in the WTO's classification.
However, the level of commitments of different agricultural products and between raw material
and processed products are different depending on the level of sensitivity, such as high, medium,
low, or the level of competitiveness. In addition, in its WTO commitments and bilateral and
multilateral FTAs, tariff quotas are applicable to agricultural products.

Vietnam’s macroeconomics and agriculture

Agriculture plays an important role in Vietnam’s national economy, accounting for the
livelihood of two-thirds of the population and for 22% of the total GDP. The total trade value of
agricultural, forestry, and fishery products reached US$16.5 billion and US$15.6 billion in 2008
and 2009 respectively, accounting for 25% of total export value. Major agricultural products for
exports are rice, coffee, rubber, tea, cashew nut, pepper, tropical vegetables and fruits. The ratio
of export to production is high: pepper 95-98%, coffee and cashew nut 90%, rubber 85%, tea
75%, and rice 25% (BTI 2012).

The value of agricultural imports in 2008 was US$5.71 billion, an increase from the 2005 value
of US$2.36 billion. The average growth rate of imports from 2005 to 2008 was 34.4%. The main
agricultural imports in terms of value are cake of soybeans, palm oil, cotton lint, distilled
alcoholic beverage and cigarettes (FAO 2011).
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According to the General Statistics Office of Vietnam (GSO), the GDP growth rate of Vietnam
fluctuated around 8% from 1990 to 2011. It reached a peak of almost 10% in 1995 and
maintained high economic growth during the period 2002 — 2007 due to contribution of the high
growth rate of industry and services before the Global financial crisis in 2008. However,
agriculture grew at steady rate at approximately 4%. Therefore, the effect of FTA on Vietnam’s

agriculture is not significant.
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However, agriculture played an important role in trade balance of Vietnam. Agriculture remains
the only sector generating net export surplus of over US$9 billion in 2011. This is outstanding
achievement of the agriculture in the context of trade deficit of Vietnam from 2000 — 2011.
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There were high fluctuations of growth rate of livestock and crops while forestry experienced a
significant decrease from 2000 — 2011. In contrast, fishery grew slightly from 2% in 2002 to
more than 5% in 2011.
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Despite the fluctuation in growth, crops mainly contributed to the value of agriculture in
Vietnam compared with fishery, livestock and forestry. This explains the importance of crops
such as rice, maize, coffee, tea, cashe in Vietnam’s agricultural development.

Table 1. Changes of annual crops in Vietnam

Indicators Unit 2005 2009 2010 2011 ﬂ/‘;‘gth

Annual crop 1000 ha 10717 10980  9961,8 11133,5 12%
Area 1000 ha 8383 8450 8640,6 87329 1%

1. Grain
Production 1000 tons 39622 42623 445957 46970,8 5%
Area 1000 ha 7329,2 74401 7513,7 76514 2%

2. Paddy Yield 100kg/ha 48,9 52,4 53,2 55,3 4%

Production 1000 tons 35833 38986,1 40026,1 42324,4 6%

Roots and tubers 1000 ha 610,8 760,0 740 720,4 -2,7%
Vegetables 1000 ha 861 920 976,1 994,7 2%
2 . Annual Industrial crops 1000 ha 861,5 758,6 900 935 3,8%

Source: MARD 2013

MARD (2013) shows that rice has dominated in terms of production area of crops. Paddy
experienced increases not only in production area by 2% in 2011 but also 4% in terms of yield so
that the total volume of paddy increased by 6% in 2011. Besides, the production areas of
vegetables and annual industrial crops rose by 2% and 3.8% respectively in 2011 except a
decrease for roots and tubes.



Table 2. Changes in perennial crops in Vietnam

Indicators Unit 2005 2009 2010 2011 f{/‘;‘g’th
Perennial crops area 1000 ha 2468,2 2710 2617,8 2642,0 0,92
Area 1000 ha 122,5 134 129,4 126,3 -2,40
Tea Yield [100kg/ha 58,6 67 72,77 77,4 6,36
Production [1000 tons 570 750,4 823,7 888,6 7,88
Area 1000 ha  497,4 538,5 548,2 570,9 4,14
Coffee yielq [10okgiha 17,5 20 21,49 21,9 1,91
Production [|1000 tons 752,1 990 1105,7 1167,9 5,63
Area 1000 ha  482,7 620 740 834,2 12,73
Rubber  yigg [ookg/ha 14,7 17 17,21 17,2 -0,06
Production [|1000 tons 481,6 646 754,5 811,6 7,57
Area 1000 ha 49,1 50 51,3 55,4 7,99
Pepper
Yield [100kg/ha 20,3 22,3 25,05 24,3 -2,99
Production [|1000 tons 80,3 95 111,2 109,4 -1,62
gjtsshe"" Area 1000 ha  348,1 420 372,6 360,3 -3,30
Yield [100kg/ha 10,2 8,5 9,6 12,94
Production [1000 tons 240,2 300 289,9 318 9,69
Fruit crop area 1000 ha 767,4 820 776,3 694,9 -10,49

Source: MARD 2013

In addition, areas where rubber, coffee and pepper are planted have increased moderately,
particularly rubber. Meanwhile areas planted to tea, cashew, as well as fruits have decreased.

The role of domestic market

In recent years, Vietnam has paid much attention to the export market and little attention to the
potential of the domestic market, while the total value of domestic food market is always higher
compared to exports. Income of people increase and this leads to the rise in quality demand in
urban areas. Urban markets accounted for over 40% of the value of the food market of Vietnam
(Moustier et al., 2009). The survey of some secondary market as Long Xuyen, Quy Nhon, Dong
Hoi, Ha Tinh shows that about 20% of high quality rice is from Mekong Delta or imported from
Thailand, Cambodia and is not a product of the abovementioned provinces. Thus, the quality
rice market in the country is not cared appropriately. In the spring —winter crop 2012, the farmers’



profit of 1 ha of exported rice in An Giang was VND16.5 million (profit/revenue rate is 46%), in
the same crop time, profit of 1 ha of quality common paddy that was sold in domestic market in
Hai Duong was VND14.2 million. With some models of sticky rice that are specialty of the
North, farmers may have a profit of VND17 million/ha. Exported rice price in 2012 only
accounted for 64% of high quality common rice price and equal to 90% of common rice price in
the domestic market (CASRAD, 2012).

Trend of international trade in agricultural sector

In the condition of trade liberalization, Vietnam’s export of agricultural products depends on the
world market, especially international export prices.
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Export value of agricultural products have increased dramatically, especially pepper, rubber and
rubber mainly due to rapid increase in prices of commodities in the period from 2010 to 2011.
However, the export prices of rice and tea were almost unchanged in that period because of
increasing supply of those from key exporters such as Vietnam, Thailand, China, India... The
stable export price and increase in quantity of rice produced in Vietnam lead to a decrease in
selling price for Vietnamese farmers in 2013 (MARD 2013).

Table 3. Export growth of agricultural products

2010 Growth 10/09 (%) Est. 2011 Growth11/10 (%)
Indicators

Volume Value Bhes Volume Value Volume Value Price Volume Value
Total export
value ] 23,9 24 982 ke



Agricultural

products s 25,9 13 663 5
Rice 6878 3229 § 154 21,4 7187 3703 102 45 147
Coffee 1113 1686 35 412 o 1220 2691 519 %6 615
Rubber 773 2321 g3 57  g37 846 3283 324 24 M5
Tea 182 194 449 257 406 131 198 29 0.8 21

Pepper 116 419 406 121 285 125 736 67,9 '8 157
Vegetables and

fruits . 3,5 628 40,8
Forest and 3633 13,7
wooden products 32,6 4130

Fishery products 4943 17.7 6077 229

Source: MARD, 2013

It is clear that rice still plays an important role in Vietnam’s export of agricultural products. In
addition, rubber increasingly contributed to export value for Vietnam through high rapid growth
of its exports (88% in 2010 and 41% in 2011). Interestingly, although there was a decline in the
export growth of coffee in Vietnam 2010, it rose rapidly in 2011 by more than 60% compared
with previous year. Recently, vegetables and fruits are also potential exported products recently.
The exports of these increased sharply by about 41% in 2011 after a slight rise in 2010.

Rice value chain

According to FAO 2013, the rice export price Figure 6. Rice export_ price
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Figure 7. Value added share for rice value chain
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Although rice brings a large amount of foreign currency for Vietnam’s economy, the added value
share for farmers is relatively small compared with that for other stakeholders in the chain. The
World Bank (2010) shows that farmers can earn only 34% of the value added while the value in
the chain has to share with many other stakeholders such as exporters (29%), collectors (19%),
paddy miller (13%). However, the rice quantity of a farmer produced is about 8.5 tons so that
the profit/farmer is only US$224/year, much less than that for others. Therefore, there is no
incentive for farmers to expand their production.

Figure 8. Comparison of value-added/output ratio
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Moreover, Vietnam rice value chain brings about the least additional value in comparison with
other products (Jaffee, 2011). Regarding the processing industry, rice creates only around 10% of
value added while that number for fruits and vegetables, sugar and rubber is about 30%.
Therefore, rice processing industry attracts low level of investments.

The current status of Vietnam rice value chain is represented by the following characteristics.
First, the production is dispersed with two main producing regions in Red River Delta and
Mekong River Delta. There are a lot of small stakeholders joining in but with little cooperation
and coordination along the weak chain and there is not any long-term strategies for rice value
chain development in Vietnam. Second, there is not any difference in rice quality because of the
mixture between high quality variety and low quality, little brand, without its geographical
origins. The provision for high quality market sector is still limited. Third, the innovation for rice
production is weak because few successful innovative models in the field of modern technology
innovation or efficient organizational institution in the value chain are applied and spread. Fourth,
the chain has low-added value because it has high cost and much physical loss in the post-harvest
stage. Therefore, it does not meet the quality demand for domestic and international consumers.

Coffee value chain

Apart from rice, coffee is also a key factor contributing to Vietnam’s export of agricultural
products.

Figure 9. Vietnam coffee prices vs international prices
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The domestic price of coffee is lower than the international price and tends to decrease recently.
This is an opportunity for exporters to increase the Vietnam coffee by selling it to the
international market.

Fruits and vegetables value chain

Fruits and vegetables are also potential products of Vietnam to export to the world market. China,
Japan, Indonesia, Russia and Netherlands are the main importing markets of Vietnam’s fruits and
vegetables. China is the largest imported markets for Vietnamese fruits and vegetables with the
revenue of US$73.8 million in 2011 (Vinafruit, 2011). Total turnover for exporting these is
US$628 million so there is so much potential for future development of these products.
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Figure 10. Turnover of Vietnam’s export of fruits and vegetables in 2011
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However, there are some constraints in the fruits and vegetables value chain. First, export value
growth is steady but the export of fruits and vegetables still occupy a very small proportion of
the country’s exports. Second, the Government and concerned agencies do not have as much care
and support for it as rice, seafood, rubber, tea and coffee. They lack investments for fruits and
vegetables production and its post-harvest phase. Third, Vietnam does not have seedling centers
while the seedling supply system is not very good. Fourth, farmers have limited knowledge in
food safety and hygiene due to shortage of guidance. Finally, the processing and preserving
sectors cannot handle all products during peak harvesting time. In order to exploit the potential
of fruits and vegetables in Vietnam, a strategy is needed to upgrade and modernize the value
chain of the while sector.

Therefore, although Vietnam has exported fruits and vegetable and other products to Korea,
Japan to encourage the production and exportation of fruits and vegetables, it is necessary to
implement contract farming between farmer organizations with foreign companies. Furthermore,
to increase its value, it is necessary for export-driven fruits and vegetables to be treated in the
following order of priority: Fresh - frozen - canned - juiced and dried. Production of fruits and
vegetables should follow Vietnam’s and the international standards such as Participatory
Guarantee System (PGS), VietGAP, Global GAP, together with promoting low cost certification.

Agricultural value chain and FDI.
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FAO (2011) shows that MARD is emphasizing more investments in agriculture and the
promotion of rice production, also to ensure the nation’s food security. In 2007, the ratio of
foreign investment capital in the agriculture sector was 6.7% of the total FDI in Vietnam. Main
investors are from neighboring Asian countries. Although the figure is not high, MARD claims
that with over 700 ongoing projects, FDI in agriculture has generated annual revenue of about
US$312 million and export turnover of more than US$100 million per year. Projects have also
created job opportunities in factories and processing zones for approximately 75,000 people.
Agriculture is an encouraged investment sector and, as such, subject to incentives.

High risks from natural disasters, small-scale  Figyre 11. Investment in agriculture

production and low profits were the major
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government invested mainly on infrastructure, irrigation (65%), new technology, training and
the enlarging market.

The FDI on agriculture, forestry and the fish-breeding sector
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Promoting the investments in agriculture is very important to ensure food security and
sustainable agricultural development in Vietnam. However, there are some challenges for FDI in
agriculture. First, the trade policies overlap, and have lots of contradictions. Government
development plans, policies and budget allocations typically give much more support to larger
farmers and commercial enterprises, which are often state-owned. While small-scale farmers are
not exactly ignored in government policies, in reality, a strong bias exists in favor of larger, low
land-based and input-intensive production models (Oxfam 2012). Second, administrative
procedure about land access is still complicated, for example, an item in the Land Law only
allows farmers to use land within 20 years, which is too short period for agricultural investment.
Third, high-skill labor resource is short due to industrialization which attracts most young
workers in rural areas to industry zones. Fourth, the capability of diversifying products is
controlled and finally, the tax system is not very competitive as the countries in the region.

Impact on poverty and agricultural production

Heo and Doanh (2009) suggest that an important feature is the decelerated pace of poverty
reduction between1998 and 2002. During the period 1993-98, poverty was falling at an average
of more than four percentage points per year, while this figure was reduced by only two
percentage points per year between 1998 and 2002. However, Vietnam regained the momentum
during the period 2002-2004.

In addition, poverty also seems related to low education, being in a household whose head is a
woman and being from an ethnic minority. As regards activity, poverty is linked to being a
farmer, growing main export crops (coffee, cashew, nuts, tea, pepper), as well as import-
competing crops or rice. Again, poverty drops most among farmers growing export crops. It also
dropped hugely for households in non-traded services, while it actually increased in 2004-2006
for households involved in import competing industries. These descriptive correlations seem to
be in line with the expected effects of trade liberalization (Coello et al. 2010).

Furthermore, Huong and Vanzetti (2013) show Figure 13. Effect of FTA on Poverty
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Figure 14. Change in 2017 relative to 2012 for output in agriculture
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Huong and Vanzetti use the GTAP model to analyze the change in agricultural outputs of
Vietnam if there is an FTA shock. The result implies that there is a positive impact of FTA on
rice, fruits and vegetables, cattle, raw milk and dairy products. In which, there will be an increase
by approximately 15% of fruits and vegetables production. However, other products, especially,
pork and chicken, oilseeds and other crops are expected to decrease significantly.

Figure 15. Change in 2017 relative to 2012 for productivity shift
Prices after productivity shift Output shares of primary agriculture
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After a shock of an increase in productivity, it is expected that the price of all goods will fall.
The price of fishing and rice decline sharply by 20% and under 10% respectively. In the
simulated model, prices of all products decrease except that of fruits and vegetables. The reason
may be the increase in their supply being offset by their higher increase in demand. Rice is the
key factor contributing to the share of primary agriculture (approximately 0.5%).

Figure 16. Change in 2017 relative to 2012 for imports and exports
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The import and export of agricultural products are also affected by an increasing productivity.
While import and export of those rise for both based and simulated data, the import of rice is
expected to decrease by nearly 10%. There will be a sharp increase in the demand for fruits and
vegetables, other crops and pigs and poultry by 30%, 50% and 25%, respectively. This is a great
opportunity for Vietnam’s trading partners exporting these products, especially for fruits and
vegetables.

In addition, the simulated data shows higher increases for exports of agricultural products. Rice
and fish exports in the simulated data rise much higher than in the based data with 65% and 75%
compared with around 40% and 30%. Therefore, the government should have supporting policies
for these products toward export oriented production.

Impact on IP protection and certification

Preferential rules of origin are used to determine whether a product qualifies for preferential
treatment under an FTA on importation into a partner country. They are necessary to restrict
reciprocally negotiated benefits to economic operators of the parties concerned. As a minimum,
such rules ensure that goods which are merely trans-shipped or subject to minimal processing in
the territories of the parties will not qualify for tariff preferences under the FTA.

Vietnam is a member of the World Intellectual Property Rights Organization (WIPO) and a
signatory to a series of international conventions in this field, such as the Paris and Berne
Conventions, the Madrid Protocol, the Patent Cooperation Treaty, the Rome Convention, the
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Geneva Convention (1971) and the UPOV Convention. As a member of the WTO, Vietnam
commits to implement the WTO Agreement on Trade - Related Aspects of Intellectual Property
Rights (TRIPS). A new Law on Intellectual Property was adopted in 2005 and amended in 2009,
bringing Vietnam’s legal system on intellectual property into compliance with international
standards, particularly TRIPS/WTO, creating a fair and competitive environment and
strengthening the creation and exploitation of specific types of IPRS, such as copyright and
related rights, industrial design, trademarks, trade names, geographical indications (GI).
However, so far there has been no proven research in Vietnam on the positive effects of the
Intellectual Property Law on foreign investments, technology transfer and innovative activities
(NOIP 2013).

Figrue 17. Intellectual property right applications in Vietnam agriculture
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Certified Brand name. Until 2013, there have been 35 products in Vietnam protected by GI. Most
of these are agricultural products and few are processed products. For examples, Phu Quoc fish
sauces and Moc Chau shan tea were registered as AO protection in 2001, Binh Thuan dragon
fruits in 2006, Thanh Ha litchi in 2007. Those products have been sold in high quality markets
such as supermarkets or exported to foreign countries with expensive prices. Therefore, the
income of farmers have improved. Besides, there are also two foreigner products protected by GI
in Vietnam. The GI protection can contribute to Vietnam’s biodiversity protection.

Table 4. Requirements in registration and protection of GI in Vietnam and Europe

Requirements in Vietnam Europe
registration protection

Description of product X X

quality, specification

Relation to local X X

conditions / production

practices

Production conditions: After registration Before registration
compulsory protocol

Control plan No X

Application for Individual wuser’s license Collective user’s right
geographical indication required

after registration

Product’s traceability : No X
control tools, documents

Source: Anh DT. et al., 2009.

There are almost same requirements in registration protection of GI in Vietnam and Europe
except compulsory protocol and application for GI after registration. While Vietnam requires
compulsory protocol after registration and applying GI for individual users, compulsory protocol
is required before registration and GI applied for collective user’s right in the EU. There are
some arrangements that Vietnam can also protect their GI in other nations in order to facilitate
the exportation of Vietnamese products, among them a lot of valuable rice and fruit products.

There are also some food safety and private standards applied in Vietnam such as vegetable
safety, Vietnam Good Agriculture Practices (VietGAPs), Global Good Agriculture Practices
(Global GAP), Organic Participatory Guarantee Systems (PGS) and other standards (MetroGAPs).
This effort to change the legislative framework for food safety control and quality management
is remarkable in the short time since 2010, when the new Food safety Law issued. These are key
indicators for Vietnam’s agricultural products selling in exports or was high quality markets.
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CONCLUSION

Vietnam participated in many FTAs within THE ASEAN and its trading partners. FTAs have
positive effects on Vietnam’s economy as a whole but the effect on agriculture sector is not clear.
There are some key exporting products such as rice, coffee, rubber, tea which may gain from
FTAs through tariff reductions. However, the prices of Vietnamese products exported in the
world markets are lower than the same products from other exporting countries and the share of
value added in the agricultural value chains for producers is not that high. In addition, fruits and
vegetables have huge potentials in terms of export oriented production and cooperation between
Vietnam and its trading countries. The difference in terms of agro-ecological conditions among
ASEAN countries (plus 3) is the comparative advantage of Vietnam for agricultural products.
FTAs also positively impacts on poverty reduction in Vietnam but the investment in agriculture
is small due to low rate of return and risks of agricultural production. Therefore, to increase the
value added for agricultural value chains, potential products should follow the requirements from
GI and other food safety standards. The agricultural value chain modernization with a high
logistic level and innovative management scheme is the challenge for Vietnam in the short term.
But there are also opportunities for FDI from ASEAN (plus 3 regions), particularly in the sector
of fruits and vegetables.

There are opportunities for cooperation in agriculture within ASEAN (plus 3) in the future.
Regarding upgrading of agricultural value chains, supporting policies should be recommended
such as: promoting the seed supply, mostly for vegetable diversification, public-private
partnership in the processing, storage, applying international certification, applying modern
packaging technology and traceability systems, applying technology in market information and
agricultural product marketing. For value chain upgrading, investments should be integrated in
the logistic chain as well as institutions in the chain.
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