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ABSTRACT

Despite of being the world third largest rice exporter, Vietnamese farmers
were still very poor due to low price of rice and hence farm income. This study
aims at identifying some possible solutions to improve farm price. Using the
modified and simplified market structure-conduct-performance approach, the study
is to describe the marketing system from farm gate to terminal markets; to analyze

returns to farmers and marketing agents and price determination mechanism.

The survey was carried out for the Spring rice in 1993 covering three
provinces in the North. The results revealed that, the North contributed about 40%
of total country production. As for spring rice, the major crop of the region, the
average marketed rice was only 20% of its production. Of which, 50% was sold
tmmediately after harvesting. The rice storage was limited due to farmers' capital
shortage, poor storage facility and risk perception on price. As expected, farm price
was very low in harvesting season. 30%-40% of rice was sold under production

cost.



Two equally important buyers of rice and paddy from farmers were local
consumers and merchants, who together absorbed 66%-72% of marketed rice.
There were 3-4 alternative buyers for farmers, each of them handled a small
amount in comparison with a state company, that purchased 25% of farmers' sale.
Even though the market share of private business has increased, the state company,
which was problematic in terms of organizational setting, still held the key role in
the rice markcﬁng system.

The obsolete milling technology and poor transportation services were the
main problems in rice marketing. Storage facility was available to state food

companies, but poor and thus underutilized.

The state companies paid the highest paddy price to farmers, especially for
export quality, and camned the lowest net margins, 4%-6% of retail price as
compared to high margins (8%-10%) earned by merchants. The average marketing

cost was about 9% of retail prices.

The regression analysis confirmed the hypothesis that the rice price in the
domestic market was mainly determined by the export price, i.e. top~down price

transmitted from exporters to colflectors and farmers.

The recommendations for marketing improvement and farm price include
1) the state company's role should be strengthen to enhance competition at the
farm level; 2) the state company should solve ifs organizational and managerial
problems in order to reduce cost and pass on price benefit to farmers;
3) improvement of infrastructure is required; 4) high quality rice is recommended

for the suitable areas.
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