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BACKGROUND STUDY FOR VALUE CHAIN ANALYSIS IN VIETNAM

1. An overview of Vietnam fishery sector

Vietnam, with a coastline of over 3,260 kilometers (km) and more than 3,000 islands and islets scattered offshore, plus up to 2,860 rivers (Report, 2007) and estuaries, has been geographically endowed with ideal conditions for the thriving fishery sector which currently exists. Great potential of fishery sector in Vietnam is embedded in water bodies of 1.700.000 ha in which 811.700 ha freshwater, 635.400 ha brackish waters and 125.700 ha coves and 300.000 - 400.000 ha wetland areas might be employed for aquaculture development. For centuries, the Mekong River Delta in the south and the Red River Delta in the north have been used for wild catch fishing as well as extensive fish farming. The Mekong River Delta, one of the most productive fishery zones, covers an area of about 40,000 square km. In addition, there are about 4,200 square km of rivers, lakes and other natural bodies of water further inland, which swell to an additional 6,000 square km during periods of seasonal flooding. 
Consequently, the fishery sector plays an important role in the national economy, accounting for about 6.1 percent of Gross Domestic Product (GDP) in 2006 and about 9-10% of national export revenue during 1990s, even reached 12% of total export value in 2001. Production in the fishery sector grew at an average rate of 7.05% from 1991 to 2000, and 10.25% from 2001 to 2010. In 2010 fishery production reached 5,2 million tons (increased 406% relative to 1990), creating more than 5,0 billion USD of export revenue (Table 1). Much of the growth in production can be attributed to continued expansion in aquaculture, which increased from a 30 percent share of the sector in 1990 to 52 percent in 2010. Although there is a growing domestic market as incomes improve and local demand increases, a strong export market is the driving force behind the growth in aquaculture. The bulk of Vietnam’s fishery exports are bound for Japan, Taiwan, South Korea, Hong Kong, the United States and the European Union. With a twenty four-fold increase in fishery exports since the 1990’s, Vietnam now ranks among the top ten seafood exporters in the world.
In fact, Vietnam’s fishery product exports have increased considerably since 2000 to become a major income earner and one of Vietnam’s major export commodities. Together with crude oil, textile and garments, fishery products are the most important exports in Viet Nam (FAO, 2007). Since 1990s, fishery products have been the third biggest exported commodity.  
Table1. Vietnamese fishery production 1990-2010
	Year
	Catch (tons)
	Aquaculture (tons)
	Total production (tons)
	Export value (1000 USD)
	Export growth (%)

	1990
	709,000
	310,000
	1,019,000
	205
	

	1991
	714,253
	347,910
	1,062,163
	262,234
	27.92

	1992
	746,570
	351,260
	1,097,830
	305,630
	16.55

	1993
	793,324
	368,604
	1,161,928
	368,435
	20.55

	1994
	878,474
	333,022
	1,211,496
	458,200
	24.36

	1995
	928,860
	415,28
	1,344,140
	550,100
	20.06

	1996
	962,500
	411,000
	1,373,500
	670,000
	21.80

	1997
	1,062,000
	481,000
	1,543,000
	776,000
	15.82

	1998
	1,130,660
	537,870
	1,668,530
	858,600
	10.64

	1999
	1,212,800
	614,510
	1,827,310
	971,120
	13.11

	2000
	1,280,590
	723,110
	2,003,700
	1,478,609
	52.26

	2001
	1,347,800
	879,100
	2,226,900
	1,777,485
	20.21

	2002
	1,434,800
	976,100
	2,410,900
	2,014,000
	13.31

	2003
	1,426,223
	1,110,138
	2,536,361
	2,199,577
	9.21

	2004
	1,923,500
	1,150,100
	3,073,600
	2,400,781
	9.15

	2005
	1,995,400
	1,437,400
	3,432,800
	2,738,726
	14.08

	2006
	2,001,656
	1,694,271
	3,695,927
	3,357,960
	22.61

	2007
	2,075,000
	2,123,000
	4,197,000
	3,763,000
	12.40

	2008
	1,850,000
	3,399,000
	5,249,000
	4,509,000
	19.82

	2009
	2,277,700
	2,569,900
	4,847,600
	3,488,000
	11.12

	2010
	2,450,800
	2,706,800
	5,157,600
	5,034,000
	18.40


Fishery exports earned over $1 billion in 2000, $ 2.2 billion in 2003, $3.36 billion in 2006, $ 3.49 billion in 2009 and reached the peak of $5,0 billion in 2010. Total export volume for 2006 was 811.5 thousand metric tons, a 29.4% increase over 2005. Catfish and shrimp are by far the largest share of aquatic exports, accounting for over 22% and 44%, respectively, of total export earnings in 2006. Currently Vietnamese fishery products have reached more than 120 countries and territories on five continents. Markets of the United States (157 thousand tones, valued $972 million) and Japan (135 thousand tones, valued $897 million) are the two largest export destinations, by country, while European Union nations, as a group, had the largest share of exports by volume (364 thousand tones) and by value ($1.2 billion, cover 23.5%) in 2010 (Figure 1).
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Figure 1. Vietnam's Fishery Products Export Market, 2010 (Source: Vietnam Custom)
According to statistics, nearly 10% population in Vietnam derives their main income from fishery. The fishery sector is significant contributor to the economy of Vietnam. Fisheries and aquaculture industries have also absorbed millions labors of Vietnamese growing population. Only in the striped catfish aquaculture industry, more than 500,000 labors and 50,000 farming households had been involved in 2003. 

Nevertheless, Vietnam’s strategy of increasing its fishery exports faced a number of constraints and deficiencies. Some of these were common to other commodities from Vietnam. The geography and topography of Vietnam makes the country highly vulnerable to natural hazards. Each year, natural disasters such as typhoons, storms, floods or drought have severe effects on fishery industry. The lack of awareness and control on the marine fishery capture significantly impacted coastal fishery resources and aquatic biodiversity.

In addition, deficiencies in management seriously affected the improvement of actions: in 1993 the Vietnamese Government had an insufficient knowledge of the biologic resources available in the marine and aquaculture sectors. This had a negative impact on national disease control as well as on its product quality development plans. Also, the ban on fishing practices having a negative impact on aquatic resources and the environment was hard to enforce. 

Moreover, a number of facilities were lacking: the fleet of vessels for the various types of fisheries was insufficient and inefficient, transportation and retailing facilities (i.e., storage, depuration establishments, or “cold chain” facilities, etc.) were underdeveloped, access to credit was difficult, extension services and marketing channels were lacking, and there was low awareness among farmers and processors with respect to hygienic standards, quality tools and chemical monitoring.

All these constraints or shortcomings led to very low added value products, which were not competitive on the international markets. Furthermore, high levels of food-borne pathogens, with poor water quality and deficient production, processing, marketing and retailing technologies, in particular of meat and vegetable products, caused high levels of food-borne diseases. Next, high levels of toxic residues and the exceeding of maximum residue levels for pesticides were common problems. In the early 1990s, no information was available from producers on the quantity of antibiotics used in meat and fish production. Specific concerns of the fisheries sector with respect to their products and their marketability were: maximum residue levels, histamine, heavy metals, including mercury, microbiological requirements and parasites.
2. Vietnamese domestic consumption of fish products
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Figure 2. Consumption of fishery products in Vietnam (Source: FAO)
Fish demand is increasing in the Vietnamese domestic market, especially in Hochiminh city, the most dynamic and populated economic area in Vietnam. The number of supermarket rise every year. Vietnamese people consume mostly fish (including freshwater and marine fish) in fishery structure consumption. In a recent study, most of Vietnamese consumers prefer eating fresh products of fish to frozen ones. For frozen fish products, however, ratio of favor to the products is 37% higher than the ratio of unfavor (10%). The reasons which lead Vietnamese consumers choose processed fish for their daily meals include the comfort and time saving in prepare meals with processed fish. Food safety now is popularly respected by fish processing mills, creating more attractiveness in their products to domestic consumers. The study also found that Vietnamese consumers recognize values from fish eating such as less cholesterol, traditional value in daily meals, cheaper price better taste relative to other animal meats
3. Some background for fish products in value chain analysis
3.1 Pangasius catfish
Striped catfish are raised popularly in freshwater bodies in Mekong Delta, along the Mekong River. Previously, catfish were raised in cages and pens. But after Vietnam joins into globalization, catfish in Vietnam are farmed in ponds with pellet feeds. Farm price of catfish fluctuate in the range of 15,000 – 18,000 Vietnam dong (~ 0.78-1.00 USD) per kg while the price of exported catfish fillets is around 2.3 USD/kg during 1997-2009. The catfish industry was boost up during 1997-2008, involving 800,000 farmers in Mekong Delta and millions labors in backward (inputs) and forward (processing and trading) sectors. The farmed catfish production reached 1,500,000 tons in 2008-2009 only for 6,000ha due to high economic returns. However, a decreasing trend during 2008-2009 in catfish price along side with the increasing prices of imported feeds and other inputs lead to a financial loss in 12% of catfish farmers since 2008 and a shortage in raw material fish for catfish processing mills during 2010. 
There are now more strictly regulations related to environment protection, quality control and health/sanitary guarantees. The Vietnamese striped catfish is facing to more and more non-tariff barriers to international trade, such as anti-dumping measures and sanitary requirements. However, there is no restriction on who can buy and sell fish. Although the Vietnamese Association of Seafood Exports and Processing (VASEP) and Vietnamese Fisheries Society (VFS) have given helps to farmers for quality management and for governmental support to catfish industry, most catfish farms managed by individual farmers. Some of big catfish farms owned by processing plants who want to create whole chain of catfish production in one corporation. International standards such as Global GAP are followed, implemented initially by biggest farms and now spread out to smaller ones. After a dispute with WWF in some European countries on responsibility for environment and nature protection in Vietnamese catfish industry, most catfish companies is considering to apply ASC (Aquaculture Stewardship Council) standards in their farming practices. A target for environmental responsibility is already agreed between Vietnamese Fishery Department (Ministry of Agriculture and Rural Development) and WWF International in which 100% commercial catfish farms will meet ASC standards by 2015.  The target is expected to enforce a sustainable development in Vietnamese catfish industry.  
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Figure 3. Increasing trend in catfish production in Vietnam

The striped catfish is processed mostly in fillets form for exports. The annual export value is 1.4 billion USD in 2008 with 650,000 tons of volume. The export volume of catfish in 2010 is 660,000 tons, valued 1.43 billion USD. Some fresh catfish is also exported but mostly for domestic use. The processing sector involves 150,000 farmers in Mekong Delta. The export markets of the catfish frozen fillets spread out over the world, but mostly in Europe, the US, and Russia. Although the final consumption of striped catfish in domestic market is still limited, mostly in fresh forms, its domestic demand increasing since 2009 in a comparison of marker structure in 2008 and 2009. In the market structure, the export percentage of catfish decreased from 91.4% in 2008 to 77.6% in 2009 (Figures 4 and 5).  
In striped catfish processing sector, there are more than 290 processing plants in catfish industry who can buy farmed fish to process before export to foreign markets. The foreign market of striped catfish now is 140 countries over the world. Price is determined by negotiation between processors and farmers. Some of processing plants have contracts with fish farmers but mostly for an agreement of purchase or sale of farmed catfish, not for price. The farm and export prices of catfish have increased considerably since last quarter of 2010 so far as a consequence of the loss. The average export price in March 2011 is 3.6 USD/kg in fillet frozen forms while the farm price reaches 25,000 VND/kg (~ 1.25 USD) in a peak.

[image: image4]
Figure 4. Market structure of Vietnamese catfish industry in 2008 (Source: Loc, 2009)

[image: image5]
Figure 5. Market structure in 2009 (Source: N.Khiem and Bush, 2010)
The decrease in exported percentage of catfish production from 91, 4% in 2008 to 77, 6% in 2009 expressed an increase in domestic consumption due to great effort of catfish processors toward domestic market during and after the global financial crisis. There is no price data for the whole Vietnamese market, however there are prices for specific locations i.e. provincial data. 
In a study conducted in Donthap province in 2009, total gross income was VND764.1 million/year (~ $45 thousand/year) and the total cost of hatcheries was VND579.9 million/year (~ $34 thousand/year), and net profit was VND184.1 million/year  (~ $10.5 thousand/year) and the rate of net profit/costs was 50.2%/year (± 52.7), all in average. For farmed catfish, average gross income was VND 5,025.7 million/ha/crop (~ $295 thousand/ha/crop) and the profit was VND538.6 million/ha/crop (~ $31.7 thousand/ha/crop). There was 22.1% loss, a number of farms didn’t get profit from catfish culture in 2009, leading the low rate of profit/total costs was 12.4%/crop in average. However, as the price is increasing up to VND 28-29 thousand/kg in recent months of 2011, the growth rate is up to 40%/crop. 
3.2 Shrimp
Shrimp production in the Vietnam’s Mekong Delta is farming practices in different production systems ranging from large scale intensive, semi-intensive and extensive. The extensive or “improved extensive” where some modifications (or improvements) have been made to the pond system, is the largest production system type by area and production and is largely characterized by small-scale farmers with less than three hectares in farm area per farmer/family. Before 2000, all shrimp cultured in Vietnam are black tiger Panaeus monodon. Since 2002, lots of shrimp farmers have transferred to whiteleg shrimp, especially since 2005 (Figure 6).  The peak of whiteleg shrimp aquaculture is in 2007 when its production reach 153000 tons, valued at 612 million USD.
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Figure 6. Shrimp production in Vietnam 2002 – 2008
The value chains of shrimp in Vietnam is similar to the catfish’s but the data is not available. With an increasing trend in last decade (Figure 7), frozen shrimp stands in the first place in Vietnamese fishery exports structure. With the value of 1.6 billion USD in 2009, exports of shrimp covers 40% total fishery export revenue of Vietnam, in which white leg shrimp exports doubled its value in 2010 relative to 2008 as the global demand for white leg shrimp is increasing. In 2010, Vietnam exported 241,000 tons of shrimp, valued to 2.1 billion USD in which around 62,400 tons are from white leg shrimp, valued 415 million USD, covering 20% of total export value of shrimp. Farm price of white leg shrimp was 70,000 VND/kg (3.5 USD/kg).
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Figure 7. Vietnamese shrimp exports 2000-2008 (Source: FAO) 
There are more than 300 companies in Vietnam relate to shrimp trade, in which 60 bigger ones cover more than 80% export value and  120 companies reached export sales of 1 million USD only for shrimp. In 2009, Vietnam exported shrimp to 82 foreign countries in which 10 biggest markets (cover more than 80% export value) include Japan, the US, Korea, Taiwan, German, China, Australia, Canada, United Kingdom and Belgium. 
3.3 Hard clams

Hard clam Meratrix lyrata is a species of high value mollusk kept and harvested in “culture based catching beds” in coastal Vietnam. It distributes mostly along southern coastal lines and recently migrated to coastal areas in northern and central Vietnam. Considered one of the most important wild resources from the East Sea of Vietnam with distribution areas of 10.000 – 11.500 ha, mollusk production in Vietnam is estimated at 300,000-350,000 tons a year, including 50,000-60,000 tons of hard clams. In the Mekong Delta, production of these species is concentrated in five coastal provinces—mainly Ben Tre and Tien Giang but also Tra Vinh, Soc Trang and Kien Giang.
Table 2. Clam production in Vietnam in 2007
	Province
	Area (ha)
	Production (tons)

	Ben Tre
	3446
	10112

	Tra Vinh
	2196
	5343

	Tien Giang
	2300
	18853

	Bac Lieu
	1623
	8115

	Kien Giang
	704
	13251

	Total
	10269
	55674


According to an unpublished study of Le Xuan Sinh (2011), the value chain of hard clam in Mekong Delta would be summarized in the following chart


[image: image8]
Figure 8: Value chain of hard clam in Mekong Delta 2009
The natural seed stock is estimated at 670 – 710 tons, mostly located in Tien Giang, Ben Tre and Tra Vinh. The clam production in Ben Tre has been awarded a MSC (Marine Stewardship Council, a British-based global certification and eco-labelling programme for sustainable seafood production) certification on 9/11/2009. In 2009, with average price of 2.11USD/kg, Vietnam exported more than 18 thousand tons of hard clam, valued 40 million USD, increased 50% in both volume and value relative to 2008. EU is the biggest market of Vietnamese clam as this market consumed 73.8% export volume. The other markets include, but not limited, the US, ASEAN, Canada, China and Hongkong. A study in Hochiminh City in 2010 showed that most Vietnamese people prefer eating fresh clams to frozen ones but there exists an increasing trend in domestic consumption of frozen products from clams as half of surveyed consumers expressed their like to clam products and they use clams at least one time per week.
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4. Summary 
The fishery sector plays a very important role in the Vietnamese economy. Production in the fishery sector grew extremely from 1991 to 2010, reaching 5,2 million tons (406% increase compared to 1990) earning more than 5,0 billion USD from export revenue (24556% relative to 1990). Much of the growth is from a rapid expansion in aquaculture, which increased from a 30 percent share in 1990 to 52 percent in 2010 of the sector. Although there is a growing domestic market as Vietnamese people’s incomes is improving and local demand increasing, most of the fishery products are exported. Shrimp, striped catfish and hard clams are the most important and leading products in seafood export structure of Vietnam. The main export markets of Vietnam’s fishery products include the United States, Japan, the European Union, Russia, and other Asian countries. Despite the challenges in the international trade, the potential of Vietnamese fishery sector is developing as it is restructuring and diversifying its markets toward various export markets, especially its domestic market. The fishery sector is also improving products quality and profitability toward a more sustainable and responsible development in the fishery production.   
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