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I. Introduction

After 25 years of economic reform known as “Doi Moi” (renovation), agricultural sector of Vietnam being part of relatively high growth economy during the period, has had considerable achievements. However, agricultural growth of the country has been moderate compared to the overall economic growth and those of other more dynamic sectors namely industry and construction and services. Due to the impact of global financial crisis in 2007-2008, the GDP growth of the country went down from 8.29% in 2006 to 6.29% in 2008 and to the lowest level of 5.32% in 2009, but quickly recovered by 6.78% in 2010. Meanwhile, the agricultural GDP growth slumped from 5.04% in 2008 to the lowest rate of 1.82% in 2009 and only improved a little bit with 2.78% in 2010. It shows greater vulnerability of agricultural sector compared to the others from large fluctuations in domestic and international economic environments. Agricultural system in Vietnam is still small-scaled, scattered and degraded overtime. The gap between the rich and the poor in rural areas has been clearly widening although agricultural productivity has been improved.

One of the important reasons for all of these facts is moderate investment growth in agriculture itself for the period. Although the government has put more investment in agriculture especially in recent years, the private and FDI investment in the sector has not yet been adequate. Up to July 2011, the share of FDI in agriculture-forestry-fisheries sector accounted only for 1.6% of the total FDI in Vietnam
. On the one hand, this can be explained by high levels of risk in agriculture while profitability in the sector in general is not high on the other. A crucial question to improve this fact is that “Are there enough incentives to invest in agriculture in Vietnam for the last decades?”
Having well acknowledged the importance of the sector as well as its “growth engines”, the government of Vietnam has promulgated a number of promoting agricultural investment policies. However, the impact extents of these policies on agricultural development are still debatable. The investments from different sources of ownership including state investment, investment from the private sector, and foreign direct investment (FDI) may also have different effects as well. All of these issues will be examined in this paper on the “Investment policies in agriculture and rural development and their impacts on the sector development in Vietnam”.

II. Overview of investment and investment policies in agriculture and rural development in Vietnam

2.1. Agricultural investment performance and trends

Total investment capital growth by sector in Vietnam

During 2000-2010 period, total investment capital of Vietnam, in general, increasingly went up in terms of both its size and growth rate. As shown in Table 1, the average investment growth rate was 19.27% per year in the period. In the period of 2005-2010, it is witnessed a higher investment growth rate of 19.69% per year. However, the growth rate of investment capital into agriculture, forestry and fisheries sector was slower than those of other sectors.
Table 1: Value of total investment capital by sector in the period of 2000-2010. 








Unit: billion VND
	Sector
	 Year
	Average growth rate (%)

	
	2000
	2005
	2006
	2007
	2008
	2009
	2010
	2005-2010
	2000-2010

	The whole economy
	   151,183   
	   343,135   
	   398,900   
	   532,093   
	   616,735   
	   708,826   
	   830,278   
	19.69
	19.27

	Agriculture, forestry and fisheries
	     20,933   
	     25,715   
	     29,843   
	     33,907   
	     39,697   
	     44,309   
	     51,071   
	14.61
	11.06

	Industry and construction
	     59,306   
	   148,008   
	   163,831   
	   225,392   
	   252,459   
	   291,930   
	   342,823   
	18.86
	19.47

	Services
	     70,944   
	   169,412   
	   205,226   
	   272,794   
	   324,579   
	   372,587   
	   436,384   
	21.08
	20.61


Source: GSO (2001-2011).
The growth rate of investment capital into Industry and Construction sector during period of 2005-2010 was slower than that of 2000-2010 period, indicating that the investment value continued to grow but at a slower pace (see Table 1) in the second half of the decade. The value in year 2005 was 5 times higher than that of year 2000 which was 59,306 billion dong. In 2010, the value was only 2.3 times higher than that of year 2005, increasing from 148,008 billion dong to 342,823 billion dong. Contrary to this sector, the investment capital into agriculture, forestry and fisheries and services sectors increased with faster pace in recent years compared to that of the whole 2000-2010 periods, showing higher attractiveness of these sectors in recent years.

The high growth rate of investment capital indicated Vietnamese enterprises’ efforts to mobilize resources for economic development. Figure 1 shows the high growth rate of investment capital for economic development since the year 2000 up to now with an average growth rate of 13% per year. Especially, the growth rate reached high level in 2003 and 2007 (in 2007 the growth rate reached a highest level of over 33%). The growth rate of total investment capital into agriculture, forestry and fisheries sector tended to be lower and stable during 2003-2006 period. The growth rate of total investment capital into industry and construction sector was not stable: it increased fast during 2004-2007 period, dramatically decreased in 2006 and 2008, and then increased steadily up to now. Its changing trend was similar to that of social investment capital into service sector.

Figure 1: The growth rate of total investment capital into three major economic sectors of Vietnam. Unit: %.
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Source: Demonstrated from GSO’s data.

In general, total investment capital into agriculture is not only very low in absolute term but also grew at a lower pace compared to other sectors. Therefore, there are still a lot of potential opportunities for investors to enter and expand their business in the field. However, because of low total investment capital, the infrastructure and equipments for agriculture production have not been improved, leading to low productivity which is one of the main constraints in attracting investment into the sector.

Structure of total investment capital by sector

Table 2 shows the structure of total investment capital by sector in Vietnam. During 2000-2010 period, the service sector accounted for the largest shares ranging from 47% in 2000 to 52.5% in 2010. The share of service sector tended to increase and be stable with the average share of 52.5% in recent years. The growth rate of total investment capital into service sector was also higher than other sectors.

Table 2: Structure of total investment capital by sector

   








Unit: %.
	Sector
	 

	
	2000
	2005
	2006
	2007
	2008
	2009
	2010

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00

	Agriculture, forestry and fisheries
	13.85
	7.49
	7.48
	6.37
	6.44
	6.25
	6.15

	Industry and construction
	39.23
	43.13
	41.07
	42.36
	40.93
	41.19
	41.29

	Services
	46.93
	49.37
	51.45
	51.27
	52.63
	52.56
	52.56


Source: GSO (2001-2011).
The ratio of investment capital into industry and construction hadn’t changed so much during 2000-2010 period, increasing from 39.2% in 2000 to 41.29% in 2010. This indicates that the structure of investment capital into that sector was stable.

In general, during 2000-2010 period, the ratio of investmnet capital into agriculture sector tended to decrease, from 13.85% in 2000 to a low level of 6.15% in 2010, indicating a shift from agriculture sector into non-agriculture sectors in Vietnam in the last decade.
Investment in agriculture, forestry and fisheries sector
Investment capital into agriculture, forestry and fisheries sector comes from many sources (such as those from Ministry of Agriculture and Rural Development, other agencies, localities, etc…). Therefore, it is really difficult to separate the sources of investment capital by ownership (example from state budget, other institutions or households). In this section, we will analyse the structure and evolution of total investment capital into agriculture, forestry and fisheries sector.
Table 3a: Total investment capital into agriculture, forestry and fisheries sector by sources
Unit: billion VND
	No
	Indicator
	2000
	2005
	2006
	2007
	2008
	2009
	2010

	
	Total (A+B)
	2,238
	4,534
	5,025
	4,954
	5,067
	7,343
	8,777

	A
	Development investment capital, of which:
	2,238
	3,334
	2,71
	2,369
	1,667
	3,827
	5,064

	1
	Irrigation
	1,475
	2,465
	1,406
	1,143
	809
	2257
	3,289

	2
	Agriculture 
	210
	291
	273
	228
	157
	474
	678

	3
	Forestry
	253
	155
	414
	292
	160
	268
	318

	4
	Fisheries
	108
	156
	105
	138
	80
	27
	131

	5
	Science and technology
	56
	55
	224
	258
	225
	208
	58

	6
	Education and Training
	37
	45
	110
	104
	93
	89
	82

	7
	Other sectors
	16
	81
	39
	54
	27
	62
	95

	8
	Investment preparation
	26
	16
	31
	3
	20
	50
	40

	9
	National Targeted Programs
	48
	52
	58
	52
	46
	212
	308

	10
	National reserve supplement
	9
	18
	50
	97
	50
	180
	65

	B
	Government bonds
	
	1,2
	2,315
	2,585
	3,4
	3,516
	3,713


Source: MARD
Table 3b: Structure of total investment capital into agriculture, forestry and fisheries sector by sources








Unit: %

	No
	Indicator
	2000
	2005
	2006
	2007
	2008
	2009
	2010

	
	Total (%)
	100
	100
	100
	100
	100
	100
	100

	A
	Development investment capital
	100
	73.5
	53.9
	47.8
	32.9
	60.5
	57.7

	1
	Irrigation
	65.9
	54.4
	28.0
	23.1
	16.0
	25.4
	37.5

	2
	Agriculture 
	9.4
	6.4
	5.4
	4.6
	3.1
	5.3
	7.7

	3
	Forestry
	11.3
	3.4
	8.2
	5.9
	3.2
	3.0
	3.6

	4
	Fisheries
	4.8
	3.4
	2.1
	2.8
	1.6
	0.3
	1.5

	5
	Science and technology
	2.5
	1.2
	4.5
	5.2
	4.4
	2.3
	0.7

	6
	Education and Training
	1.7
	1.0
	2.2
	2.1
	1.8
	1.0
	0.9

	7
	Other sectors
	0.7
	1.8
	0.8
	1.1
	0.5
	18.2
	1.1

	8
	Investment preparation
	1.2
	0.4
	0.6
	0.1
	0.4
	0.6
	0.5

	9
	National targeted Programs
	2.1
	1.1
	1.2
	1.0
	0.9
	2.4
	3.5

	10
	National reserve supplement
	0.4
	0.4
	1.0
	2.0
	1.0
	2.0
	0.7

	B
	Government bonds
	0.0
	26.5
	46.1
	52.2
	67.1
	39.5
	42.3


Source: MARD
The table 3a and 3b show that the total investment capital mostly came from Development investment capital source. In 2000, total investment capital into agriculture, forestry and fisheries sector was 2,238 billion VND (equivalent to 100%), most of which was invested to irrigation sub-sector (accounting for 65.9%). In 2005, total investment capital into agriculture, forestry and fisheries sector was 4,534 billion VND, of which development investment source accounted for 73.5%, government bonds source accounted for 26.5%. Most of the capital was used in irrigation field which accounted for 54% of the total, while agriculture accounted only for 6.4%, fisheries accounted for 3.4%. In 2010, total investment capital into agriculture, forestry and fisheries sector was 8,777 billion VND, of which development investment source accounted for 57.7%, government bonds source accounted for 42.3%. The ratio of investment into irrigation field was still high (37.5%).

The table 3a and 3b also show that investment capital in all sectors was higher and higher from time to time but there was an obvious change in its structure. The ratio of investment capital into irrigation field tended to decrease from 2000 to 2008, but increased from 2009 up to now. Compared with the year 2000, the ratio of development investment capital out of the total in year 2010 decreased by 42.3 percentage points, of which investment capital into irrigation decreased by 28.4 percentage points, investment capital into forestry and fisheries sector decreased respectively by 7.7 percentage points and 3.3 percentage points. These decreases mostly were compensated by government bonds source because investment capital from National targeted Programs and other sources increased but still accounting for a small share of the total (see Table 3b).

State investment into agriculture, forestry and fisheries (AFF) sector

The value of state investment capital into agriculture, forestry and fisheries sector tended to increase but its share out of the total state investment capital tended to decrease. In 2005, state investment capital into the sector was VND 11,586 billion, 1.058 times higher than that of year 2000. In 2010, the value was 1.6 times higher than that of year 2005 (see Table 4). However, the share decreased from 12.25% in 2000 to 7.17% in 2005 and 5.86% in 2010. 

Table 4: State investment capital into AFF sector









Unit: billion VND.
	Year
	2000
	2005
	2006
	2007
	2008
	2009
	2010

	Total
	89417
	161635
	185100
	197989
	209013
	287534
	316285

	Of which:

Investment into AFF sector
	10952
	11586
	12416
	13355
	15060
	16858
	18521

	% of AFF sector
	12.25
	7.17
	6.71
	6.75
	7.21
	5.86
	5.86


Source: GSO’s Statistics.

FDI into Vietnam

According to Ministry of Planning and Investment’s statistics, from Jan 1st, 2011 up to Sep 20th, 2011, the number of newly established investment projects in AFF sector was 12 projects, accounting for 1.78% in volume and 0.85% in value of newly registered and increased capital.

Table 5: FDI into Vietnam in the first 9 months of 2011

	No.
	Sector
	Number of newly registered projects
	Newly registered capital (million USD)
	Number of increased capital projects
	Increased capital (million USD)
	Total value (million USD)

	1
	Process and production industry
	300
	3,847.63
	149
	1,064.2
	4,911.84

	2
	Electricity, gas and water production and distribution, air conditioner
	4
	2,525.31
	0
	0.00
	2,525.31

	3
	Construction
	80
	547.50
	7
	141.84
	689.34

	4
	Accommodation and Food service
	12
	238.75
	1
	208.01
	446.77

	5
	Water supplement; waste processing
	2
	322.71
	0
	0.00
	322.71

	6
	Real estate business
	12
	277.19
	3
	30.00
	307.19

	7
	Wholesale and retail; repairing
	94
	189.60
	3
	3.89
	193.49

	8
	Art and entertainment
	4
	14.60
	1
	138.18
	152.78

	9
	Professional activities, science and technology activities
	91
	86.77
	3
	11.16
	97.93

	10
	Agriculture, forestry and fisheries
	12
	21.63
	5
	62.73
	84.36

	11
	Other services
	5
	41.61
	2
	2.05
	43.66

	12
	Ware house and transportation
	10
	38.80
	0
	0.00
	38.80

	13
	Information and communication
	36
	28.34
	4
	3.65
	31.99

	14
	Mineral exploring
	2
	31.40
	0
	0.00
	31.40

	15
	Health and social assistance
	2
	22.00
	0
	0.00
	22.00

	16
	Education and Training
	6
	3.39
	0
	0.00
	3.39

	17
	Administrative and supported services
	3
	0.53
	0
	0.00
	0.53

	 
	Total
	675
	8,237.77
	178
	1,665.7
	9,903.49


Source: Ministry of Planning and Investment.

The low share of FDI into agriculture, forestry and fisheries sector illustrates the limited ability to attract investment into AFF sector. Out of 675 newly established projects, the number of FDI projects in the sector only accounts for 0.26%. Out of 9,903.49 million USD – the value of newly registered and increased capital during the first 9 months of 2011, FDI capital into AFF sector also accounted for a modest share of only 0.85%. These figures partly imply the business risks in the sector, including low developed infrastructure, unusual and unwanted effects of weather, agricultural products being seasonal, easy to be rotten, easy to be affected by diseases leading to decreased quality. It also costs much more for FDI enterprises investing into AFF sector to train their employees and invest into economic infrastructural works. Meanwhile, FDI enterprises investing into industry and service sectors don’t need to pay such costs. Projects on afforesting and industrial tree planting face many difficulties in acquiring enough land areas to meet the demand of mass production. Some provinces in North West region have large land areas for afforestation but face many disadvantages such as separated terrains, inconvenient transportation, difficulty to find land for building processing factories and other infrastructural works, etc. and hence unattractive to investors. FDI projects on aquaculture are facing with challenges rising from unstable water environment quality.

Agricultural production in Vietnam is basically small-scaled. Most farmers are not familiar with mode of commodity production, poor and have a wide range of psychology. Production regions are not specialized with comprehensive infrastructure; production structure is not stable and lack of long visions. At the moment, agricultural production is basically household-based, applying traditional production mode, simple technology, labors untrained in management and technical issues, lacking of professional supply services, etc. Due to low quality of inputs, farmers can not improve their productivity and product quality. Such an unsuitable production mode can not attract FDI investors to invest in AFF sector.

2.2. Overview of investment policies in agriculture

a) Investment laws and their by-laws promoting agriculture and rural development
The government policies supporting agriculture and rural development are witnessed by all kinds of investment laws in the last 25 years. The extents of promoting agriculture and rural development are different, however, as the time goes on, the level of supports are larger for agricultural investment in Vietnam.
The first foreign investment law of Vietnam was stipulated in 1987 and then in 1996. Among encouraged investment fields in 1996 foreign investment Law, production for exported goods and agriculture-forestry and fishery sectors were first listed. The law also encouraged FDI in mountainous, remote areas or those with socio-economic difficulties (Article 3 of the Law). This is a clear stipulations promoting FDI in agriculture-forestry and fishery sector since 1996. This reflects the awareness of Vietnamese government on the one hand, the importance of agricultural sector but also the larger investment risks in this sector leading to the investment encouragement. 
Coming along with the first foreign investment law, the amended domestic investment encouragement law stipulated on the 1st of June, 1998 (The law was in effect from Jan. 1, 1999) spared privileges for the projects in the fields of (among others) (Article 15): i) Afforestation, re-forestation, perennial crop cultivation on wild or barely lands, salt production, fisheries in unexploited water space; ii) Production and trading exported goods; iii) Off-shore fishing, processing activities and direct services in agriculture-forestry-fisheries sector. In terms of privileged areas for investment, socio-economic difficult areas were also listed in the Article 16 of the Law. This is an evidence of supporting investment policies which were not only applied for agricultural production, but also for rural development. Investors for the projects classified in Article 15 and 16 are benefited from deductions (including exemption) of land use tax at different levels. They are also received various privileged treatments in terms of corporate income tax which was stipulated in Article 20 of the Law.
In 2005, the government unified the two above laws on investment into one law called Law on Investment. The Law keeps supports for agriculture and rural development and this can be seen clearer in the Decree No. 108/2006/ND-CP dated September 22nd, 2006 of the Government detailing and guiding the implementation of selected articles of the Law on Investment. According to the Decree, the investors of investment projects, including expansion investment projects in such fields as crop seed production, preservation of agricultural products or enterprises investing in areas with extremely difficult socio - economic conditions, are entitled to investment incentives. The incentives include deductions of land use tax and land-rent charges, import tax. Decree No. 124/2008/ND-CP of December 11th, 2008 of the Government detailing and guiding the implementation of some articles of Law on Corporate Income Tax identified, among others, 10% Corporate Income Tax (CIT) rate applies for 15 years, to enterprises established form investment projects in areas with extremely difficult socio-economic conditions while normal CIT rate is set at 25%. 

Another important policy document is Decree No. 61/2010/NĐ-CP of the government taking into effect from July 25th, 2010. The Decree regulates selected additional incentives and supports of the State for enterprises investing in agriculture and rural sector. To be eligible for enjoying incentives and investment support, investors must have agricultural projects entitled to special investment incentives, agricultural projects entitled to investment incentives and agricultural projects entitled to investment encouragement:
i. Exemption and reduction of land usage and land rent fee
The Decree regulates that in the case agricultural projects are entitled to special investment incentives: if the land is allocated by the State, investors will be exempted from paying land usage fee to the state budget; if the land is rented out by the State, investors will be exempted from paying land rent fee, water surface rent fee since building work is completed and the projects is put into operation.

In the case agricultural projects are entitled to investment incentives and entitled to investment encouragement: if the land is allocated by the State, investors will get a discount of 70% and 50% of land usage fee respectively; if the land is rented out by the State, investors will be exempted from paying land rent fee, water surface rent fee for the first 15 years and the first 11 years respectively since building work is completed and the projects is put into operation. At the same time, the projects will be applied the lowest land rent fee listed in land rent rates regulated and published by provincial people’s committee.

In addition, with regard to all 3 kinds of above-mentioned agriculture projects, investors will be exempted from paying land rent fee for the land area that is used for building collective houses for workers, planting trees and public welfare.

Another incentive is the State’s support for investors who rent land, water surface from households or individuals to implement investment projects: in the case the agricultural projects are entitled to special investment incentives, in accordance with local land and water surface rent rates, the State will support 20% of land and water surface rent fee paid to households or individuals for the first 5 years since the projects’ fundamental construction work is completed.

Enterprises implementing agricultural projects are encouraged to accumulate land to form material zones by encouraging households and individuals to contribute their land usage right to the projects which is not subject to land withdrawing.

The State also has incentive policies to exempt and reduce land usage fee in the case of changing land usage purpose.

ii. Investment support:

Medium and small-sized enterprises implementing agriculture projects will get a support of 50-100% of domestic job training cost from the state budget. Each labour gets support for job training for only 1 time/year and the supported period of training is not longer than 6 months.

Small and super small enterprises which have agricultural projects entitled to special investment incentives will get a support of 70% of cost for advertising their images and products on mass media of the province or the city where investment projects are located; 70% of cost to join domestic trade fairs; being uncharged to access information on markets, prices and services provided by state-owned trade promotion organizations.

Medium-sized enterprises which have agricultural projects entitled to special investment incentives, investment incentives and investment encouragement will get a support from the state budget: 50% of cost for advertising their images and  products on mass media of the province or the city where investment projects are located; 50% of cost to join domestic trade fairs; being discounted 50% fee while accessing information on markets, prices and it is provided by state-owned trade promotion organizations.

Support and incentive policies for FDI projects in agriculture sector
FDI projects in agriculture sector are regarded as investment encouragement and special investment incentive ones. There are many preferential policies from the State in forms of exempting and reducing enterprise income tax; import tax; land rent fee and other incentives.

Guidance circular on supporting loan interest rate and redeeming interest deficit coming from implementing support policies to reduce post-harvest losses of agricultural and aquatic products: Based on Decision No. 63/2010/QĐ-TTg dated October 15th, 2010 of the Prime Minister on  support policies to reduce post-harvest losses of agricultural and aquatic products.

Loans with supported interest rate to buy equipments regulated in Item 2, Article 1 of Decision No. 63/2010/QĐ-TTg will get a support of 100% of interest rate in the first two years and 50% of interest rate from the third year onwards.

Capital source for interest rate support and redeeming interest deficit used to implement support policies on reducing post-harvest losses of agricultural and aquatic products is planned in annual state budget’s expenditure plan for redeeming preferential interest deficit. As regulated in Item 5, Article 6 of Decision No. 63/2010/QĐ-TTg and regulations of State budget Law, Ministry of Planning and Investment is responsible to preside and coordinate with Ministry of Finance to allocate expenditure for supporting interest rate and redeeming preferential interest deficit used for reducing post-harvest losses to Agriculture and Rural Development Bank of Vietnam.

b) Policies on land and human resources development in agricultural sector and rural areas

Tax and agricultural land usage polices:

* Resolution No. 15/2003/QH11 (dated 17/6/2003) and Decree No. 129/2003/NĐ-CP (dated 3/11/2003) was passed through in 2003. According to these law documents, most of agricultural households and organizations will be exempted from paying agricultural tax or their amount of agricultural  tax will be reduced.

Those eligible for a reduction of 50% of agricultural land usage tax include: economic organizations, political organizations, social organizations, socio-political organizations, armed force units, not-for-profit administrative organizations which are managing agricultural production land; land area over the tenure of farm households, households of agricultural farms and afforestation yards; and individuals cultivating land for agricultural and afforestation purposes.
It can be said that beneficiaries of preferential policies are classified differently. Main policy supports are focused on poor households and households in extremely difficult areas.

Policies on rural human resource development:

The current largest program on rural human resource development is the project titled “Job training for rural labours” stipulated by Decision No. 1956/QĐ-TTg of the Prime Minister. This decision was based on Government Organization Law dated December 25th, 2001; based on Resolution No. 24/2008/NQ-CP dated October 28th, 2008 of the Government on promulgating the Government’s Action Programs to implement the resolution of the 7th meeting of the 10th central committee of the Communist Party of Vietnam on agriculture, farmers and rural areas. The main stipulations of the Decision include:
i. Policies for learners

Rural labours classified to be beneficiaries of preferential policies on people who have the merit of assisting the Revolution, poor households, ethnic minority people, disabled people, people whose land is withdrawn will get a support from state budget to cover their short-term job training cost (at primary and job training levels less than 3-month period), but not exceeding 3 million dong/person/course (the specific support amount will be determined by job and by period of training); food expense (15 thousand dong/day/person); traveling cost (in the case learners’ house is far more than 15 kilometers from the training location) in accordance with public travel vehicle rates, but not exceeding 200 thousand dong/person/course; rural labours of farm households with the maximum income equaling 150% income of poor households will get a support to cover their short-term job training cost, but not exceeding 2,5 million dong/person/course (the specific support will be determined by job and by period of job training); other rural labours will get a support to cover their short-term job training cost, but not exceeding 2 million dong/person/course (the specific support will be determined by job and by period of job training); rural labours taking part in job training courses will be able to borrow money from banks and enjoy the same credit preferences provided for pupils and students. After completing job training courses, if rural labours work stably in rural areas, they will be supported 100% of interest rate for the loan made during their courses; after completing job training courses, rural labours can borrow money from National Fund for Employment under National Target Programs for Employment to create jobs for themselves.
According to policies promulgated in this Project, each rural labour gets support for job training for only 1 time. People who have been supported with other preferential policies of the State can not be supported with incentive policies of this Project. As for people who have been supported in job training but lost their job because of objective causes, provincial people’s committee will consider and decide to give them more support in job training in conformity with this Project’ policies to help them find other jobs, but not exceeding 3 times.

ii. Policies for teachers and lecturers

Teachers and job training managers who have to regularly visit small villages located in areas with extremely difficult socio-economic conditions in a time period of over 15 days in a month will get a mobile allowance with a coefficient of 0.2 (compared with the common minimum wage). This preference is as same as one applied for teachers responsible for eliminating illiteracy, universalizing education who regularly go to small mountainous villages.

Teachers of state-owned job training units in mountainous districts, mountainous and remote areas, border areas, island areas, areas with many ethnic minority people will be provided guest houses – the same incentive provided for teachers in education units from pre-school level to higher educational levels;
iii. Policies on units providing job training for rural labours

In accordance with Resolution No. 30a/2008/NQ-CP dated December 27th, 2008 of the Government on the Program of supporting for rapid and sustainable poverty reduction in 61 poor districts, 61 poor districts all over Vietnam can invest and provide material facilities and job training equipments for their job training centers; 30 districts with poor household ratio of 30% to 50% which just established job training centers in 2009 will be supported to build theory learning classes, practice workshops, dormitories, guest houses for teachers, dining rooms; buy cars or motorboats to carry equipments, managers and teachers to provide mobile job training classes; buy teaching equipments for training 4 popular jobs and 3-5 local specific jobs. The maximum investment amount is 12.5 billion dong/center; 74 districts in mountainous areas, border areas, island areas, and ethnic minority areas which just established job training centers in 2009 will be supported to build practice workshops, dormitories, guest houses for teachers, dining rooms, buy cars or motorboats to carry equipments, managers and teachers to provide mobile job training classes and buy teaching equipments for training 3 popular jobs and 3-4 local specific jobs. The maximum investment amount is 9 billion dong/center; 116 districts in delta areas which just established job training centers in 2009 will be supported to build material facilities and buy job training equipments with a support amount of 5 billion dong/center; 9 handicraft intermediate schools located in 9 provinces with many traditional trade villages will be supported to invest in facilities and buying job training equipments with a support amount of 25 billion dong/school; Support is also given to state-owned job training units at district level which was invested in 2006-2009 period but not meeting the demand of ensuring the quality of job training. The support amount is 3 billion dong/center.

In addition, support is given to 100 continuous educational centers located in districts with no job training centre so that they can buy job training equipments and provide job training courses for rural labours. The support amount is 1 billion dong/center.

Job colleges, job intermediate schools, job training centers, universities, colleges, professional intermediate schools of ministries, agencies, socio-political organizations, local authorities, enterprises and private units; continuous educational centers, technical and vocational guidance centers, research institutes, community learning centers, centers for agricultural, forestry and aquatic promotion, farmhouses, farms, afforestation yards, enterprises, co-operatives, production and service units, etc which have enough abilities and material facilities can provide job training for rural labours. By doing so, they can use the fund regulated in this Project and be granted with textbooks, schoolbooks, learning documents and training courses for teachers.

Policies promulgated in the Project can be adjusted in accordance with price and socio-economic condition changes annually and period by period.

c) Policies on science and technology

Decree No. 119/1999/NĐ–CP dated September 18th, 1999 of the Government on financial policies and mechanisms to encourage enterprises to invest in science and technology activities focuses on some basic issues related to preferential policies on tax, land usage incentives, preferential credit for enterprises taking part in technology improvement activities. In detail, the State gives a support of up to 30% of total cost enterprises (or in coordination with science and technology organizations) invest to research and create new technology; in the first 3 years, enterprises can use 50% of post-tax profit originated from exploiting new technology to invest in science and technology and to commend and reward. If enterprises use state-invested science and technology research outcomes, they will have to pay the author’s remuneration fee. The maximum fee just equals 30% of technology transfer value (Ministry of Science and Technology, 2008).

In 2001, Minister of Science, Technology and Environment promulgated regulations on orders and procedures to create transparency and facilitate enterprises to obtain preferential policies. After that, in 2003, Ministry of Science and Technology and Ministry of Finance issued an inter-ministerial circular to supplement some regulations on financial management to ensure conformability with the Budget Law.

Laws that support enterprises in renewing their technology can be regarded as an important factor in applying policies on encouraging enterprises to invest more in science and technology. A lot of enterprises pay attention to study Decree No. 199 as well as take part in many activities for technology renewal. 

d) Policies and Programs on poverty reduction:

Preferential credit policies for poor households:

* Decree No. 165/2007/NĐ-CP dated November 15th, 2005 of the Government on amending, supplementing and abolishing some articles of Decree No. 28/2005/NĐ-CP dated March 9th, 2005 of the Government on organization and activities of small-sized financial organizations in Vietnam (micro finance and improving the ability to access credit of poor people in rural areas)

Small and simple finance and banking services include: small-sized credit, receiving compulsory deposit and voluntary deposit, some payment services for households and individuals with low income.

Customers of small-sized finance are individuals, households with low income who can meet criteria published by small-sized financial organizations (based on the poverty standard issued by the Prime Minister’s decision)

Customers have to deposit a compulsory saving money in small-sized financial organization; in return, they have the right to borrow money from that organization. The compulsory saving money may be a regular small one or a retained amount of money equivalent to a certain percentage of the loan value as regulated by small-sized financial organizations.

* Decision No. 32/2007/QĐ-TTg on lending extremely difficult ethnic minority households for production development
These households can borrow more than 1 time but the total value of loans can not be over 5 million dong/household; they are not required to have secured assets and pay no fee for finishing administrative procedures of borrowing money. In the case they want to borrow more than the above-mentioned amount, policies for lending poor households regulated in Decree No. 78/2002/NĐ-CP dated October 4th, 2002 of the Government on credit for poor people and other policy beneficiaries will be applied.

Loan duration will be calculated based on loan usage purpose, ability of households to give money back and regulations of Vietnam Bank for social policies. In the case that the loan is due, if the borrower is an extremely difficult household and still have demand of using the borrowed money, Vietnam Bank for social policies will consider to extend the debt. The interest rate will be 0%.

* Decree No. 41/2010/NĐ-CP dated April 12th, 2010 of the Government on credit policies for agriculture and rural development. The State Bank of Vietnam (SBV) has promulgated detailed guidance document (Circular No. 14/2010/TT-NHNN dated June 14th, 2010) and assigned functional units of SBV to propose policies and mechanisms to support credit organizations to broaden their loans for agriculture and rural development.

Credit organizations, small-sized financial organizations which provide credits for agriculture and rural development and improving people’s living standard will operate on a principle of self-control, self-responsibility for their investment.

The Government has promulgated many policies to encourage and broaden loans for agriculture and rural development through tools to control monetary policy, policies to resolve risks on a large scale in the field of agriculture and rural areas and other detail policies in each period.

Policies to invest in building infrastructure in poor communes

* Decision No. 143/2002/QĐ-TTg dated September 27th, 2001 on approving National Target Program for hunger eradication, poverty reduction and employment in the period of 2001-2005 regulates that poor communes will be supported to build essential infrastructure (small-sized irrigation, school, medical station, local road, electricity, running water, market)
The second phase (2006-2010) of Program 135: Develop essential infrastructure in extremely difficult communes and small villages, including: building local roads to connect small villages with communes in accordance with fund resource, public supports from the state budget; building and reinforcing irrigation works such as dams, canals, irrigation canals at level 1 and 2, pumping stations to supply water for agriculture production as well as for people’s activities; building low voltage electric systems which extend to small villages. If it is not suitable for building electric grid, developing other kinds of energy is encouraged (if feasible); building works to supply running water for community people; building community houses at small villages if needed (depending on habits and traditions).

Support educational policies for the poor:

* Resolution No. 80/NQ-CP on sustainable poverty reduction direction in period of 2011-2020 focuses on:

Efficiently implementing policy of exempting and reducing education fee; providing scholarship, social allowance and education fee support for poor pupils at education levels, especially at pre-school level; continuously carrying out preferential credit policy for pupils and students, especially poor students;

Carrying out preferential policies to attract and encourage teachers to give lessons at difficult condition places; calling for setting up and extending “education promotion fund”; giving priorities to investment in education so that schools and classes at extremely difficult and poor communes and small villages can become standard ones;

Extending policies on nominated pupils whose families are located in extremely difficult areas;

Proposing scholarship policies for students who are poor ethnic minority people living in extremely difficult places;

Giving priority to building community culture houses, propagating information to people at grassroots level, providing free legal support for ethnic minority people living in extremely difficult places.

* Decision No. 20/2007/QĐ-TTg on approving National Target Program for poverty reduction in period of 2006-2010 promulgated policies to support poor people in obtaining education (Goals up to 2010: exempting and reducing job training fee for 150 thousand poor people; exempting and reducing education fee and contribution items to build schools’ infrastructure  for 19 million  poor pupils of which there are 9 million primary pupils).
III. The impacts of investment policies in agriculture on the sector development in Vietnam

It is not easy to estimate the impact of investment policies in agriculture on the sector development in general and in Vietnam in particular. The policies have impacts on a number of affecting factors for agricultural investment and by this way, indirectly impact its performance. This, in turn, affects the performance of agricultural and rural development in Vietnam which is a result of the changes in the investment.
3.1. Investment policy impact on agricultural output and productivity
As analysed in section 2, the investment policies were stipulated at different point in time and thus each of them has its own time-path impact. The investment policies in agriculture themselves are also categorized in broad terms. Otherwise, the impact of a policy often has kinds of lags and this is especially true in the case of investment policy. Therefore, we can only see roughly their impact in aggregate terms. The impact of these policies on agricultural output is not an exception. This impact can be partly seen in looking at ICORs of agriculture-forestry-fisheries sector which are shown in Table 6.
Table 6: Impact of investment on output value of Agriculture-Forestry-Fisheries sector, 2001-2010.
	Indicators
	2005
	2007
	2008
	2009
	Prel. 2010

	1. Sector investment (1994 billion VND)
	25715
	33907
	39697
	25580
	51071

	2. Sector OUTPUT VALUE (1994 billion VND)
	137055
	147765
	158108
	162593.1
	169503

	3. Sector's ICORS
	
	0.45
	0.29
	0.41
	0.28


Source: Own estimation from GSO’s data. 
The results of Table 6 showed that during the last decade, ICORs of agricultural broad sector (agriculture-forestry-fisheries) fluctuated. In the most four recent years, ICORs of the sector were small showing that the investment efficiency of agricultural sector was relatively high. The coefficients were approximately 0.28 for 2008 and 2010 indicating that during those years agricultural broad sector had really high investment efficiency. On these years, one million VND of investment in the sector could result in three million VND in the agricultural output value. Of course, this interpretation is just for simplicity without taking into account the time lag of the investment impact. In 2007 and 2009, the ICORs were higher than those of 2008 and 2010. However, they were still really small compared to Vietnam’s average figure for 2006-2010 of 7.43 for the whole economy (Bui Trinh, 2011). This proves a fact that the investment efficiency in agricultural sector was significantly higher than those of the economy as a whole and other economic sectors such as industry and construction or services.  The investment in agricultural sector seemed to be inadequate compared to the efficiency of the sector. This is understandable in the context of rapid industrialization and urbanization today in Vietnam. However, this should also be considered as a “wake-up call” for policy makers as well as society as a whole in the necessity of re-emphasising the importance of agricultural sector.
The relatively high efficiency of this sector in recent years would be resulted from the accumulated effects of investment policies in agriculture up to present. The investment laws especially unified Investment Law could only be effective together with investment incentives in agriculture stipulated in a number of government decrees right after that. 

Investment policies, among others, may also have effects on productivity. The larger investment in all sectors of Vietnamese economy induced in larger productivities in the last 5 years. This is shown in Table 7. Although the productivity in agriculture-forestry-fisheries was lower than its corresponding ones of other sectors, it has improved over time in the last 5 years. The main reason may come partly from the fact that all the investment encouragement policies have their larger impact in recent years. As mentioned earlier, it is difficult to say a specific agricultural investment policy has a larger impact on agricultural productivity than another. However, the combined impact of these policies can be confirmed and seen in Table 7. It is noted that the productivity figures are all in 2005 prices. In other words, the effects of inflation were already eliminated.
Table 7: Productivity of employed population by industry. Unit: Mill. VND/person (2005 price)
	Industry
	Year

	
	2005
	2007
	2008
	2009
	Preliminary 2010

	The national economy
	19.6
	21.1
	22.3
	22.7
	23.6

	Agriculture-forestry and fisheries
	7.5
	8.1
	9.5
	9.2
	10.0

	Manufacturing
	34.2
	35.6
	34.9
	33.6
	32.4

	Construction
	26.9
	28.0
	27.0
	27.8
	26.2


Source: Re-estimated based on the data from Statistical Yearbook, 2010
For the last five years, the agricultural productivity increased fastest compared to those of other sectors (red line in Figure 2). The speed of increase is of 25% over the five year period for the sector, while those of manufacturing or construction sectors were slightly reduced in real terms for the same period. The productivity of the economy as a whole increased by 20.4% in real term. This may imply that the policies promoting agriculture-forestry and fisheries sector may have been realized and had larger impact on the sector productivity compared to those of other sectors.
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Figure 2: Productivity growths by sectors in Vietnam (2005 productivity = 100%)

Source: Own estimation and demonstration based on data from Statistical Yearbook, 2010

3.2. Investment policy impact on agricultural structural change

The implementation of investment policies contributes to change in agricultural share in the economy of Vietnam as a whole as well as to structural changes inside the agricultural sector. Of course, there are also a number of other factors including other policies contributing to the changes. The evolution of the agricultural share in the economy of Vietnam can be seen in Table 8 bellow. 

Table 8: The structure of Vietnamese economy in 2000-2010 (%)
	Sector
	     2000 
	     2005 
	      2006 
	    2008 
	     2009 
	      2010 

	Agriculture – Forestry -  – Fishery 
	         24.53 
	         20.97 
	          20.40 
	         22.21 
	          21 
	           21 

	Industry - construction
	         36.73 
	         41.02 
	          41.54 
	         39.84 
	          40 
	           41 

	Processing industry
	         18.56 
	         20.63 
	          21.25 
	         20.35 
	          20 
	           20 

	Service
	         38.73 
	         38.01 
	          38.06 
	         37.95 
	          39 
	           38 


Source: GSO (2001-2011)
During the last 10 years, the broad agricultural sector share was reduced from 24.5% in 2000 to 21% in 2010. This is not a high speed even the government has strong determination in pushing industrialization. Another point may be that the agricultural sector still has its importance especially in terms of employment and food security. Up to 2010, the share of agriculture is almost half of that of Industry-Construction and basically the same of that for processing industry alone. The investment policies such as Investment Laws with the latest unified investment Law passed in 2005, Decree No. 108/2006/ND-CP or Decree 61/2010/ND-CP have promoted investment in agriculture and thus indirectly contributes to changes in the sector.
The investment policies also have affected the structure of agricultural sector somehow. The cultivation subsector is still dominant although it has decreased to 76.3% in 2010 as shown in Table 9. The livestock subsector has slightly improved from 16.7% in 2001 to 21.5% in 2010. As the subsector normally has relatively higher value-added, it is a good sign for agricultural sector development. The adverse effects are seen in agricultural service subsector as its share was deteriorated during the last decade. It went down from 2.4% in 2001 to only 2.1% in 2010, while it should be further developed with a more market-oriented agriculture in Vietnam. Perhaps, the current agricultural policies as well as investment policies have not yet enough strong incentives for this subsector to grow adequately. The incentives for this subsector development was stipulated in the Amended Domestic Investment Encouragement Law for the first time in 1998, however, the extent of incentives was perhaps still small.
Table 9: Structure of agricultural sector by subsectors. Unit: %
	Sub-sector
	2001
	2003
	2005
	2007
	2008
	Prel. 2010

	- Cultivation
	80.8%
	79.8%
	78.7%
	78.1%
	78.0%
	76.3%

	- Livestock
	16.7%
	17.9%
	19.0%
	19.7%
	19.8%
	21.5%

	- Agricultural Service
	2.4%
	2.3%
	2.3%
	2.2%
	2.1%
	2.1%


Source: GSO (2001-2011)
3.3. Investment policy impact on rural development

The investment policies have impact on rural development and this is understandable as investment for rural areas has been one of the focuses of the government for the last 10 years. A number of policies to invest in building infrastructure in rural areas in general and for the poor communes in particular were issued. As summarized in the section 2.2, Decision No. 143/2002/QĐ-TTg dated September 27th, 2001 on approving National Target Program for hunger eradication, poverty reduction and employment in the period of 2001-2005 supported to build essential infrastructure in rural areas or Program No.135 including two phases of 2001-2005 and 2006-2010 helped to develop essential infrastructure in extremely difficult communes and small villages. These are two typical examples of policy supports in rural development aspect. The results of these policies are widespread and can only be partly seen in Table 10 in which the improvement of selected indicators is presented for the last 5 years.
Table 10: Progress of selected rural development indicators in Vietnam

	Indicator

	2006

	2011


	
	Number of communes
	%
	Number of communes
	%

	Having car road to the commune centre
	8492
	93.6
	8940
	98.6

	Communes with electricity 
	8792
	96.9
	9051
	99.8

	Communes with asphalt or concrete roads
	6360
	70.1
	7917
	87.3

	Communes having lower-secondary schools
	8238
	90.8
	8456
	93.2

	Communes having kindergartens
	8011
	88.3
	8763
	96.6

	Hamlets having hamlet healthcare staff
	8093
	89.2
	8545
	94.2

	Communes having clean water works
	3312
	36.5
	4127
	45.5


Source: GSO (2006, 2011): Agricultural census survey results

As seen in the Table, almost all communes in Vietnam in 2011 have car roads to their centres (with 98.6%), electricity (99.8%) and kindergartens (96.6%). This shows strong progress compared to 2006 especially when the number of additional communes reached the achievement. For the period of 5 years from 2006-2011, additional 448 communes have been constructed with the car roads to the commune centres. The  figures for electricity and kindergarten coverage are 259 and 751 communes respectively. These show real efforts of the government as the last communes in the lists are very difficult to be accomplished. In terms of rural infrastructure, it is impressive to see the percentage and number of communes which were completed by asphalt or concrete roads. The percentage increased from 70.1% to 87.3% for the period of just 5 years (2006-2011) with additional 1557 communes to be covered by the roads. For the same period, the rate of hamlets having hamlet healthcare staff rose by 5% from 89.2% in 2006 to 94.2% in 2011. This means that rural residents would be better cared for their health and this is really meaningful and helpful especially for women and children in rural areas. A 9% improvement in terms of percentage of the communes having clean water works is substantial for the period of 5 years. It is equivalent to additional 816 communes to achieve this target. However, there are still only 45.5% of the communes at the time of 2011 having clean water works. Therefore, larger resources should be invested in this area so that the living conditions of rural residents could be further improved. 
IV. Conclusions and policy implications

Although the government of Vietnam has stipulated during the last decades a number of investment policies which supports agriculture, the real effects of the policies are still moderate for the sector development. As industrialization has been promoting, agricultural land was shrunk and this trend should be cared of. The FDI in agriculture was still really minor showing the production risk is still relatively high compared to those of other sectors.
Both the share and growth of investment in agriculture of Vietnam are small compared to those of other sectors. The largest agricultural investment has been put in irrigation subsector showing agricultural infrastructure in Vietnam is still at low level. It is contradictory to the investment for science and technology in agriculture which is still really minor in investment structure of the sector. This may prove difficulties to have a strong boost for agricultural development in the future in Vietnam. Meanwhile, agriculture sector performance in Vietnam showed higher investment efficiency (lower ICORs) as well as higher growth of productivity. This means that development potential for the sector is promising if appropriate amount of investment is poured into it. 
In fact, the re-emphasis of agricultural sector importance is necessary. This importance is clearer seen when there is a financial or a food price crisis. 2007-2008 financial crisis and early 2008 food price crisis have witnessed the importance of agriculture as one of the main resources for the economy viability. Although the investment incentives for agricultural development have been stipulated, stronger supporting policies for this sector seem to be demanding. The policy supports should not only come from improvement of investment laws and by-laws, but also from all other agricultural investment policies in broader terms such as land, poverty reduction, science and technologies or human resource development policies. Investment in rural infrastructural development should be more emphasized as well to give a better investment environment in agriculture. A good and comprehensive policy package for promoting agricultural development perhaps should result in larger incentives and motivation for private and FDI sectors investing in agriculture in Vietnam.
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� Estimated by the data provided by Vietnam Investment Agency, Ministry of Planning and Investment: only FDI projects being effective on July 20, 2011 are included in the estimation. 
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