SEIK0ideas
Success with 4ov

VIETNAM

BUSINESS REVIEW

Vol 20, May 28" 2014

Vietnam to issue dairy price caps starting in June

www.se iko-ideas.com



http://www.seiko-ideas.com/
http://thanhniennews.com/business/vietnam-to-issue-dairy-price-caps-starting-in-june-26611.html

SEIKO idea$® SEIKO IDEAS CORPORATION

Success with oo Vietham Business Review

INSIDE THIS ISSUE

Highlight
Amended Enterprise Law will make it ecsier to set up business
Retail banking: the key to competitiveness

Solutions for Vietnamese tea sustainable development

Figures & Events

Economy

Trade turnover hits a deficit as exports fall back in May

Bank & Finance

Finance market reacts to Chinese drilling-ig deployment
Investment
Manufacturing industry attracts huge FDI

Agriculture reveals barren FDI vista

Enterprise
05 Vietnamese firms recognized by WEF as Global Growth Companies

Vietnam Airlines to launch IPO in Q3

Market & Prices
Expo focuses on food ingredients market

Vietnam to issue dairy price caps starting in June

Legal Updates

The list of 127 national projects calling for foreign investments through 2020

The List of foodstuff managed by the Ministries

Regarding fees for granting license to establishment representative offices of foreign

advertising enterprises in VN

Back to top



SEIKO IDEAS CORPORATION | 1
Vietnam Business Review

ECONOMY FIGURE & EVENT

Trade turnover hits a deficit as

exports fall back in May

VNS - Affer maoking a frade surplus
of US$810 million last month, the
country reported a trade deficit of
$400 million in May of this year due

fo the decline of many export

staples.
The General Statistics Office (GSO)
estimnated  that  the  country

exported $12 billion worth of goods
in May, down 8% from April, while its
import value inched up $100 milion
tfotouch $12.4 billion.

The foreign direct investment (FDI)
sector reported $1.1 billion in frade
surplus this month.

The month of May saw a fall in the
export revenue of many export
staples against last month. The
exports

of cassava, machinery,

equipments and spare parts
reported the highest fall.

In the same month, the exports of
mobile phones and accessories
reported the highest value af $2.5
billion, followed by gaments and
textiles with neary $1.5 bilion and
footwear with $800 million.

The office also reported that in the
January-to-May period, the

country's export value surged 15%
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0.2%

is the variance of CPI
Vietham in May 2014
compared to thatin
April 2014. 1t is also
4.72% higher than
that in the same

period last year. year.

year over year to reach $58.5 billion,
while the import value increased
10% to touch $56.8 billion, making a
trade surplus of $1.6 billion. The FDI

sector had a $15-bilion trade
surplus in the period.
Cell phones and accessories

topped the list of VN's exportsin the
first five months with $10.5 billion,

US$12 bin

is the export turnover
of agriculture —
forestry — fishery in the
first 05 months of
2014, up 10.4% over

the same period last

7-8%

is the prevailing
lending interest
rate for Hanoi
enterprises who
would like to get
loans for their

businesses.

making a year-on-year increase of
30%;

textiles, footwear and crude ail.

folowed by gament and

The imports of machinery and
equipment in the January-to-May
period hit $8.6 bilion and the value
of imported clothes and
accessories, and footwear reached

nearly $5.5 billion.

Consumer Price Index (CPI)

Agriculture —forestry —fishery production

Indicator of Industrial Production (lIP)
Retail sales of goods & services
Total export tumover

Total import turnover

Foreign visitors

Investment under State Budget compared with yearly plan 2014

+4.73%
+2.40%
+5.60%
+11.00%
+15.40%
+9.60%
+26.10%

36.90%
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BANKING & FINANCE

Finance market reacts to
Chinese drilling-rig
deployment
Saigon Economics Times - WN
finance market has been in flux
since early May due to the political
uncertainties caused by Chind’s
provocative activities in East Sea.
Though investors have camed
down after days of panic, it is still
too early to say that the finance
market will be safe.

The tensions in the East Sea began
escalating on May 1, and VN-Index
tumbled by 70 points, rom 580 to
508, on May 5.

The fact that investors rushed to sell
shares amid wories about the
tensions in the East Sea evoked
memories of the same fthing
occurring two years ago, analysts
said. That was when Nguyen Duc
Kien, one of the most influential
businessmen in VN, was arested on
charges of economic crimes.
However, the arrest of Kien 2 years
ago shook the finance and
banking sector only, while the East
Sea problem sent reverberations
the whole national

Thus, fthe

throughout
economy. anxiety
prompted investors to sell shares no
matter what, despite reassurances
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from the State Securities

Commission and prominent analysts.

In the interbank market, interest

rates increased sharply, with
overnight interest rates climbing fo
4.15% per annum and one-week
interest rates at 4.2% per annum,
the highest rates since late Jan.

The political news dlso affected
capital low as commercial banks,
which were ready to disburse
money for credit contracts, but
changed their strategies, prioritized
to ensure liquidity.

This explained why OMO last week
could, once again, attract
attention from banks, which had
been indifferent to OMO before.
Net capital SBV pumped through
OMO during the week of May 12-16
was high, at VND550 billion.

After the stock market witnessed
continued falls of VN-Index, the
cash flow then headed for gold &
markets  as

foreign  currency

“shelters”. However, the 1two
markets got hot late last week. The
dong/dollar exchange rate quoted
by commercial banks was VNDS50
per doliar higher than the official
rate announced by the State Bank
of Vietnam at YND21,036 per dollar

on May 16. The greenback price

even increased more sharply in the
black market, at times hitting neary
VND21,300 per dollar.

As for the gold market, the
domestic gold price soared by
VND1 million per tael to VND36.5

million within only one week.

While domestic investors were
panicking, foreign investors
remained calm, taking full

advantage of the stock prce
plunges to buy more shares.

A report showed that their net
purchase volume reached VNDI1.5
trilion on HCMC bourse, much
higher than the YND100 bilion net
purchase volume reported in April.
International reports also disclosed
that foreign investors' viewpoints
about VN financial markets had
remained unchanged despite the
East Sea tensions.

Since eady Apri, CDS (credit
default swap) prices for VN Gov't 5-
year bonds has been hovering
around the 210 poinf threshold,
relatively lower than the 250-260
point threshold set earlier this year.
And the price of NDF (non-
deliverable forward) for 12-month
futures contracts on the dong has
been fim, standing af VND22,375

per dollar overthe last month.
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INVESTMENT

Manufacturing industry attracts
huge FDI

VOV - Three major foreign investors
— Japan, Republic of Korea (RoK) &
Singapore — are heavily investing in

VN processing & manufacturing.

As of April, Japan had 2,226
projects covering all 18 sectors in
VN with a fotal invessment of
$35.51b, mainly in the processing
and manufacturing industry (1,227
projects at $29.9b), real estate (30
projects at $1.4b) and construction
(56 projects at $1.06 billion).
Its investments are spread
throughout 49 provinces and cities
of the country, of which Thanh Hoa
took the lead with 9 projects at
$9.68b, followed by Binh Duong,
Hanoi, HCMC, Haiphong, Dong Nai.
RoK came in second among 101
foreign investors in VN. Korean
giants which have contributed
significantly fo Vietnam's sodio-
incdlude
Samsung, Posco, Doosan, Kumho,

LG, Daewoo, GS and SK.

economic development
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Agriculture reveals barren FDI

vista

VIR - Faced with plunging foreign
direct investment in agriculture, the
Ministry of Agriculfure and Rural
(MARD) is

considering new methods to attract

Development

foreign investors to pump prime the
sectorwith new capital sources.
MARD Minister Cao Duc Phat fold a
workshop held last week in Hanoi
on the affraction of Ml into
robust
products
worth $28.5b last year, there had

been an alaming plunge in FDI

agriculture  that  despite

exports of agricultural

inflows into the sector.
15 years ago, FDI info agriculture,
forestry and fisheries accounted for
15% of VWN's total DI volumes, but
the rate had plummeted to 0.5%
over the past 3 years.

Nguyen Ba Cuong, deputy director
of  Ministry  of
(MPI)

Invesiment Agency, said by the

Planning &
Investment’s Foreign
end of April-2014, VN's agriculture,
forestry and fisheries atfracted only
520 foreign-invested projects of the
country’s total number of 16,300.

“Almost dll FDI

sectors are in the Red River and

projects in the

Mekong Delta regions. Remote
provinces have barely attracted

any FDI projects in these sectors. FDI

projects in agriculture, forestry and
fisheries mainly focus on areas with
quick capital returns such as farm
food

processing, animal husbandry and

produce, fimber and

animal feed,” said Cuong.

Investment in agriculture in Vietnam

The minister promised to create a
favorable agricultural investment
environment, shorten administrative
procedures, cut costs and remove
between

policies and implementation.

the inconsistencies

According to Phat, in order to

encourage foreign investors in

agriculture, MARD was considering
businesses  fo

allowing foreign

directly procure farm produce from

famers  instead of  fthrough
infermediaries. MARD need to
creatfe large-scale domestic

businesses capable of partnering
with foreign firms, while af the same
fime improving the qudlity of

human resources in the sector.
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ENTERPRISE

D r‘d ECOﬂUIluv - 3 2
L) & Metro Manila, 21-23 May

l o s X

firms

05 Vietnamese

recognized by WEF as Global
Growth Companies

Tuoifre News - 05 Vieinamese firms
are among the 20 companies in
East Asia that
nominated as the Global Growth

Companies by the World Economic

have been

Forum, the Geneva-based not-for-
profit foundation announced.

The Global Growth Companies in
East Asia consists of 20 of the
region’'s most dynamic and high-
growth companies..

“These companies are considered
frailolazers, shapers and innovators
that are committed to improving
the state of their region and the
world,"” the document reads.

The Viethamese nominees are AA
Corporation, The Gioi Di Dong, VNG

Corporation, Thien Minh Group,
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and Minh Phu Seafood Cormp,
according fo WEF.

Other selected companies include

Acleda Bank Plc. (Cambodia);
WanaArtha Life (Indonesia);
(Japan);  Kokcku.com  (Japan);
Hearts United Group Co., Lid.
(Japan); Cross Company Inc.
(Japan); Tokushinkai Group

(Japan); LINE Comporation (Japan);

Ferrotec  Corporation  (Japan);

Myan Shwe Pyi Tractors Lid.
(Myanmar); Capital Diamond Star
Group (Myanmar); Manila Water
Company Inc. (Philippines); Banyan
Tree Holdings Ltd. (Singapore); ILJIN
Group
(South
Electronics Co., Ltd. (South Korea).

“The Wornd Economic Forum is
these 20

champions that are at the forefront

(South  Korea); Fila Inc.

Korea); and  Humax

proud tfo recognize

of drving responsible economic

growth, job creation and
enfrepreneurism in East Asig,” said
David Akman, Managing Director
and Head of New Champions at
the WEF.

Accoring to MEF, Global Growth
Companies are fast-growing
companies with clear potfential to

become global economic leaders.

Vietnam Airines to launch IPO

in Q3

VNA - Vietnam Airlines, the national
flag carrier, plans to launch its initial
public offering (IPO) — the first sale
of stock to the public -in Q3-2014.
As of Dec 31, 2013, the State-
owned corporation was valued at
more than VNDS57 ftrilion ($2.7b),
according to Ministry of Transport.
The value will serve as a basis for
the carier in its equitisation process,
which is expected fo be approved
by Gov't at the end of Q2-2014.
VN Airlines, an official member of
Sky Team Alliance since June 2010,
is the only one left among the six
regional  flag cariers of the
organisation that is not publicly
listed.

It now operates 21
fights to 28 inf'l
destinations in Asia, Europe and
Australia. Its network extends to 26

countries and territories.

domestic

services &
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MARKET & PRICES

Expo

focuses on food

ingredients market
VNS - WN is a potential market for
food

suppliers,

ingredient producers and
according to over 100
companies from 16 countries and
territories who are taking part in the
Food Ingredients VN 2014 Expo.
Mervyn Gribben, general manager
of Kerry VN, said the country was a
vibroant market with a mix of
traditional & new food ingredients.
According to UBM Asia, the event's
organiser, a large number of
intemational exhibitors and visitors,
coming from 16 countries and
territories testified to the growing
interest in the Vietnamese food and
beverage sector as wel as food
ingredients. A number of co-
operation contracts had been
signed and that many companies
found opportunities to open or
widen their businesses in VN after
the event. Many companies
agreed that they would continue to
take part in the event next year.
Kicked off a week ago, this was the
first exhibition on food ingredients.
The event was organised at the Sai
Gon  Exhibition
Cenfre. The next expo wil be in

May 2015.

& Convention
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Food ingredients
Vletnam

MURTURE

Vietnam to issue dairy price

caps starting in June
Thanh Nien News - The Fnance
Ministry will impose wholesale price
caps on children's dairy products
starting in June.

Following the changes, the price of
25 infant formula brands will not be
permitted to rise more than 15%
beyond the govemment ceiling.
The price caps will affect brands
sold by Abboft,

FrieslandCampina, Mead Johnson

Nestle,

and Vinamilk.

05 fims sell mikk to 90% of the milk
consumed by VN's 10 min children
under six.

Vinamilk's formula products will be
VND167,000-188,000
(around US$8-9) per 900-gram can,

limited to

FrieslandCampina’s Frisolac Gold to
VND 196,000 per 400-gram can and
VND406,000 per 900-gram can.

Mead Johnson's 900-gram Enfamill
product will be copped at
VND381,000 and 1,8

Engagrow at VND563,000.

kilogram

Nestle Vietnam wil be held to
VND328,000 limit on its 800-gram
formula cans.
Retailers and customers have
reported that Abbott and Mead
Johnson's plans to circumvent the
price caps by reducing the volume
of its fomula cans without
changing their prices. Meanwhile,
Mead Johnson has infroduced new
brands with higher prices.

Imported infant formulas have
been sold at 3-4 times their import
since companies

prices began

paying doctors and nurses fo
recommend them to patients and
promote them af medical
conferences. High dairy costs have
hindered the physical growth of
Vietnamese children, with middle-
saying
costs eat up halftheir salaries.

Last Oct, Gov't announced that it

would delay a $10b program

income parents formula

designed to increase the average
height of

providing free milk at nurseries and

the population by

primary schools in the country's 62
poorest districts between 2014-2020.

Back to top
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LEGAL UPDATES

Regarding fees for granting

license to establishment
representative offices of foreign
advertising enterprises in VN

No. 66/2014/TT-BTC dated
May 20, 2014 of the Ministry of

Finance prescribing collection rate,

Circular

collection and remittance regime
of fees for granting license for the
establishrment  of representative

offices of foreign advertising
enterprises in Vietham.

According to this Circular, fee for

granting license for the
establishrment  of representative
offices of foreign advertising

enterprises in VN is VND
3.000,000/license for new grant and
VND 1,500,000/license for re-grant,
amendment, supplement.

This takes effect on July 10, 2014.

The list of 127 national projects
calling for foreign investments
through 2020

No. 631/QD-TTg dated
April 29, 2014 of Pime Minister (PM)

promulgation of List of National

Decision

projects in which foreign
investments are called for through
2020. This Decision is fo promulgate
the List of 127 nafional projects
caling for foreign investments

through 2020, in which includes:
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- Traffic Infrastructure (road, raiw ay,
port): 25 projects

- Energy infrastructure: 3 projects

- Urban infrastructure: 20 projects

- Industrial zone infrastructure: 3

- Socidl infrastructure: 20 projects

- Agriculture: 44 projects

- Preservation, processing: 8

- Production, service: 4 projects

This Decision tokes effect from the
date of its signing and replaces the
National Project Portfolio calling for
foreign investments for the period
from 2006 to 2010 issued together
with  Circular ~ No. 1290/QD-TTg
dated September 26, 2007 of PM.

The List of foodstuff managed by
Health, the

Ministry of Agriculture and Rural

the Ministry of

Development and the Ministry of

Industry and Trade

Joint Circular No. 13/2014/TTLT-BYT-
BNNPINT-BCT dated April 09, 2014
of Ministry of Health dllocation of
tasks &  cooperafion among
regulatory agencies in food safety
management.
This  Circular dedls with the
allocation of fasks & cooperation
among regulatory agencies in food
safety management; cooperation
in food safety inspection; valuation

of knowledge of food safety.

This Circular is applied to regulatory
agencies in charge of food safety;
organizations and individuals that
manufacture and/or sell food within
VN'sterritory; relevant entities.

This takes effect on May 26, 2014.

To annul the regulations in the
Circular No. 16/2005/TILT-BYT-BCN
dated May 20, 2005 of the Ministry
of Hedlth & the Ministry of Industry
on dllocation of tasks and

cooperafion among regulatory
agencies in management of food
safety and hygiene; the Circular No.
24/2005/TILT/BYT-BTS dated Dec 08,
2005 of the Ministry of Headlth and
the Ministry of Fisheries on
allocation of tasks and cooperation
among regulatory agencies in
management of food safety and
hygiene applied fo aquaculture
products; the  Circular No.
01/2006/TILT/BYT-BNN dated
January 04, 2006 of the Ministry of
Agriculture and Rural Development
on dllocation of tasks and
cooperafion in management of
food safety and hygiene; and the
Circular No. 18/2005/TTLT/BYT-BTM
dated July 12, 2005 of the Ministry
of Health and the Ministry of Trade
on cooperation among regulatory
agencies in management of food

safety and hygiene.
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HIGHLIGHTS

Amended Enterprise Law will

make it easier to set up

business

Amendments to the Law on

Enterprises would create
favourable conditions for setting up
businesses, Minister of Investment
and Planning Bui Quang Vinh said
at the 13th National Assembly's 7th
working session yesterday.

He said the amendments would
protect the rights and interests of
investors, shareholders and business

members, in addition to improving

management of foreign investment.

The draft amendments add 57
arficles to the law, revise or
supplement 99 and delete six.

The Ministry of

Investment said the amendments

Planning and

would significantly cut costs for
administrative procedures, business
management, re-organisation and
dissolution, in addition to reducing
commercial and legal risks and
helping businesses develop.

State management wil also be
thanks  to

enhanced more
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accurate and redlistic data. The
Ministry expects the country to rise
about 50 points on the World Bank's
market activeness index, putting VN
at position 60 out of 189 countries.

The investor protection index is
forecast to
putting VN at 120.

increase 30 points,

Bankruptcy Law
On the

debated draft amendments to the

same day, deputies

Bankruptcy Low to overcome
insolvency of businesses and co-
operdatives.

Deputies discussed how to identify
businesses or co-operatives at risk of
losing their payment abilty and
people with rights to pefition for
bankruptcy.

Most deputies agreed to keep
regulafions from the exsting law
and continue o adllow fims to use
bankruptcy procedures to recover
their business activity. This would
create conditions for businesses
and co-operatives fo repay their
debts and escape from bankruptcy,
they said.

Deputy Dang Cong Ly of Binh Dinh
province said the criteria to idenfify
businesses  and co-operatives
facing insolvency written in Article
42 were completely reasonable.

He noted that since late payments
occurred

between businesses

regularly, it was important to cleary
set out criteria for businesses and
co-operatives that could not repay
their debts.

Deputy Nguyen Thanh Bo of Thanh
Hoa Province agreed, saying the
criteria should be both quantitative
and quadlitafive.

Draft amendments  to the
Bankruptcy Law dlso stipulate a
duration of 30 days from the date
of handling a request fo open
bankruptcy proceedings, which the
existing law fails to do.

Concerning those who have rights
and obligations to submit petitions
for bankruptcy proceedings,
deputies mostly agreed with the
regulation that lenders have the
right fo file a petition for bankruptcy
proceedings for businesses or co-
operatives which fail fo pay their
debts
payment
lenders.

three months from the
date requested by
NA discusses future

National Assembly deputies
discussed a plan for the
development  of  laws and
ordinances at their afternoon
session yesterday.

Many complained about slow
progress in the drafting of
amendments and in  specific

guidance for the implementation of

Back to top
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some laws. They also spoke of poor

preparations for some legal
projects.

Deputy Nguyen Thanh Thuy from
Binh Dinh said the

Assembly needed to focus on the

National

qudality rather than quantity of the
lawss being issued and speed up the

development of legal projects that

provided solutions to  difficult
problems in society.
He said that to avoid

inconsistencies, the new draft laws
and ordinances should not cover
matters that have dlready been
handled under existing laws.
Deputy Nguyen Thai Hoc from Phu
Yen said leaders who delayed the
submission of draft laws and
ordinances or who alowed
submissions of draff legal projects of
poor quadlity should be disciplined.
He said this was a major problem
that should be strictly dealt with to
the delays that had
occurred formany years.

Hoc added that

compiled quadlity

reduce

teams that
legal projects
should be rewarded.
Specaking on the plan fo develop
next year's laws and ordinances,
deputy Truong Du Llich from HCM
City and deputy Le Nam from

Thanh Hoa both caled for the
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drafting of a new law on
demonstrations.

"It [demonstrations] should be a
basicright of people,” said Nam.
Truong Trong Nghia from HCM City
said a demonstration law would be
in accordance with the wil of the
people because they deserved to
be able to express their patriotism.
The aftemoon session dlso heard a
report on the contents of the draft
Law on Sodial Insurance.

The report said there was an urgent
need for a draft law asit confained
policies fo encourage famers and
fields to

voluntary

workers in  non-official
participate  in social

insurance. It adlso admed to have

50% of the nation's workforce
participating in social insurance by
2020.

The draft law would also help
suggest solutions to delays in
paying social insurance by many
companies, especiadly those that

were not confrolled by the State

and others that were foreign
invested.
The proportion of those

participating in the social insurance
programme currently stands at 20%
of the total workforce, much lower

than expected.
Reftail

banking: the key to

competitiveness
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VIR - Banks are scaling up efforts to
find suitable market segments for
business promotion to  boost
efficiency.

Figures show that banks have been
facing a saturated wholesale
market, while their retail market
been

business has increasingly

vibrant  with increasingly fierce
competition.
According fo State Bank of
Vietnam Deputy Governor Nguyen
Toan Thang, competition in the
banking market, particularly in the
retall  segment, is fast rising.
Therefore, banks need to diversify
their business lines and product
ranges to fake advantage of new
opportunities.

Supporting this idea, deputy
LienVietPostBank

Nguyen Duc Huong, said "Banks

chairman of

focusing on wholesale may die
quickly, while retail banks can grow
step-by-step in  a sustainable
manner.”

"Local banks should not sit idly by
court

enjoying their  home

advantages. They need to

recognise retail banking as an
important  part of theirr growth
strategy and ftake proper steps to
affract customers and sharpen their
competitiveness in the market,”

said Tran Thanh Quang, deputy
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general  director of  private
OceanBank.

He said this in the context that
foreign  banks, realising  the
potential of this segment in the
Vietnamese market, are competing
fiercely with local institutions fo gain
market share.

Though there is huge potential for
the development of retail banks, to
grab greater market positions
banks need to expand services to
their existing customers to maximise
potential.

In redlity, consumer lending is the
most common product banks are
offering now, particularly lending
for car and house purchases.

Less common is lending for fumiture
and housewares, as well as to small
and medium-sized enterprises.
Several banks have teamed up
with  financial fims o boost
consumer lending.

Lending to agriculiure and rural
areas is also a priority of some
banks. In this respect, state-owned
Agribank and private
LienVietPostBank are the leaders in
tapping this segment.

"Our bank is pouring 40 per cent of
capital info agriculfure and rural
areas. Our operations show that
bad debts are rare in this field,

while they are extremely high in

urban areas,” said Huong from
LienVietPostBank.

Thang from the central bank said
that the fact that two thirds of the
Vietnamese population lives in rural
areas and most do not have bank
accounts is a great challenge, but
a bigger opportunity for local retail

banks.

Solutions for Vietnhamese tea

sustainable development
vVCCl -

favourable

Vielnam has many
conditions for
agriculture development, in which
tfea is one of the products with
significant advantages. But for a
long time, the Vietnamese fea
industry has not had a good
structure and clear, consistent
strategies. How to improve the
quality and sustainability of the tea
industry is the main content of the
conference recently held by the
Ministry of Agriculture and Rural
(MARD),

Vietnam and some international

Development Unilever
consulting organisations in Hanoi.
High quality tea not in a focus
According to stafistics of the
Department of Crop Production
(MARD), in 2013, the country’s tea
135,300 hectares, of

which tea used as raw material for

area was

processing was 128,200 hectares,
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fresh tea 7,200 hectares. Fresh tea
yield reached 79.5 quintals / ha,

equivalent to 2012. Bud fea

production reached 909,700 tonnes,

export US$222
million. In the first 3 months of 2014,

Vietnam exported 24,000 tonnes of

value reached

tea, earning US$37 milion. The
Department of Crop Production
also announced that in period
2005-2013,

have

12 new tea varieties
been  recognised  for
production, including LDP1, pHS,
PH9, PH10, PHI11, PH12, Phuc Van
Tuyen and Kim Tuyen.

Advanced faming techniques are
currently being applied nationwide,
such as erosion control, reasonable
planting and mechanised tea
picking (6,000 machines).

Despite favourable  weather
conditions and having high tea
planting and harvesting output
compared to the word, Vietham
tea has not established itself under
global quality standards to elevate
export value. Therefore, at this
Unilever

conference, reported

operations of the project
"Mainstreaming smallholder farmers
info high-quality and sustainable
tea supply chain in Vietnam"
deployed from January, 2014.
Accordingly, the project is aimed to

increase production of Rainforest
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Alliance cerfified tea in Vietnam; to
improve sustainability in ferms of
economy, environment and society
of small-scale tea households and
tea factory owners in Vietnam. The
project has the particpation of
provinces such as Phu Tho, Tuyen
Quang, Lam Dong, Yen Bai, Vinh
Phuc, Nghe An and 30 tea factories
and 20,000 households, with the
budget of EU£440,000.

However, Mr Flavio Corsin, an
agricultural expert, Director of IDH
Vietham said there are many
inadequacies in Vietnam's strategic
development direction for the tea
sector. In particular, the tea industry
structure in central and provincial
there is no

levels is limited;

consensus between public sector

and private sector in improving the
quality and sustainability of the tea
industry. Besides, the production
efficiency in plants remains low;
management boards of a number
of plants are not redlly interested in
tea production certification; some
tfea companies want to produce in
accordance with  the Stafe'’s
standards but funds are still limited.
Currently, many factories which
have low production efficiency
based on standards issued by the
state, plants type C (do not reach
requirements), type B (medium) are

allowed for tea production.

Another problem is that
management boards of some
factories do not pay enough

attention to certified tea
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production because the uncertified
tea market accounts for a large
proportion of their business. Some
tea companies want to apply the
State's standards, but they do not
have enough capital to invest in
equipment. Besides, the number of
factories investing in material areas
made up for 35.5 percent; the
number of facfories applying ISO
and HACCP

percent. Therefore, the main tea

standards  waslé
product structure focuses on black
tea OID, CTC, but not green teq,
oolong tea or high qudlity tea
products. Enterprises have not built
the tea brand, leading fo low
export tea price and limited added
value.

Solutions for quality

According to Mr Cao Duc Phat,
Minister of Agriculture and Rural
Development, today's tea
production of Vietham is not
commensurate with the potentidl;
moreover, the tea export price in
Vietnam is very low. Objectives in
the medium and long tem are to
increase tea production for export
in Vietham through helping tea
farmers and selected tea factories
to achieve a minimum of 4.0 in the
quality index.

Currently, Vietnam's export tfea

reached only 3.6 of quality index,
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‘'n  accordance  with

so, to achieve 4.0, Vietham needs
to implement measures such as
establishing a tea industry

coordination committee based on

the coffee coordination committee,

with the participation of relevant
ministries (Ministry of Planning and
Investment, Ministry of Agriculture
and Rural Development, Ministry of
Industry and Trade) and provincial
agencies (local representatives
with large area of tea production).
Besides, tea factories type B or C
should be dlerted and trained to
gradually improve the effectiveness
State
standards. Within 6 months (for type
C) and 3 vyears (for type B) after
being warned, if fea factories

cannot upgrade, they wil be
suspended; need to accelerate the
certification for tea factories. At the
same time, VN also needs fo
to stimulate

develop incentives

certified factories (not just VietGAP).

The incentives may incude

technical support, improving
capital access, and lower faxes.
Through existing farming channels,
should

disseminate the sustainable tea

the Government
production fo the whole
community.

Mr Nguyen Huu Tai, Chaiiman of

the Vietnam Tea Association, said

that one of the underying causes
for the decline of tea quality as well
as competitive export value of
Vietham's tea industry is due to
breaking down value chain link in
tea production for a long fime,
especially after 2005. Besides, the
waste in manufacturing processes
at the tea plants also causes the
reduction of tea production
efficiency. Thus, the radical solution
in the near future is having a
balanced strategy of material
areas providing for plants and there
needs to be legal manufacturing
confracts among famers and
collecting plants.

FAO has estimated VN's total
paddy rice production af about
44.2 million tons (around 27.6 million
2014,

marginally higher than about 44

tons of miled rice) in
million tons (around 27.5 million tons
of milled rice) produced in 2013.
The UN agency, however, forecasts
VN paddy rice production from
2014 winter/spring crop at 20.3
million fons, similar to last year's
production, despite shifting part of
the rice fields to other crops, due to
higher vyields, favourable weather
conditions and adequate water

supplies.
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Fax +84-4-6273-6988
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Person in charge Nguyen Thi Quynh Tram (Ms.)
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