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PREFACE

T he project on “Trade, Enviromment and Development: Policy Im-
plicatians for Viet Na' (VIE/98/036), funded by INDP, was jointly inple-
mented by UNCIZD and the Directorate for Standards and Quality (here-
inafter STAMEQ) . The project was designed to enhance understanding of
trade and enviromment linkages, with a view to facilitating Viet Nam's
integratiom into the gldeal econony. In order to meet this dojective, infor-
mation has been collated regarding the impact of ervirammental require-
ments on trade, and the impact of trade regulations on the envirament.
This project builds on two earlier events that provided important irputs to
the project, nanely:

e A Workshop on Trade and Environment organised in Ha Noi in April
1998 by STAMEQ, in collaboration with UNCIAD; and

e The Conference on Intermational Trade and Erviroment, organised in
Ha Noi in April 1999 by the project on Strengthening the Ervirommental
Management Authority of Viet Nam (SEMR), implemented by the National
Environment Agency (NEA) with the financial support from the Swedish
Intermational Development Agency (Sida) .

In exploring the dullenges and gooortunities in moving towerds greater
integration of trade and ewirament policies, two interesting aspects have
been broght to light. The first is the use of traditicnl knowledge in Viet
Nanmese medicine and the secand is the practice of different forms of or-
ganic agriculture in Viet Nam. Both issues are of key interest to Viet Nem
ard have also gererated a 1ot of interest at the intermmatianl level.

One of the mendates originating from the tenth session of the Uhited
Nations Conference on Trade and Development was to study ways to en-
hance the incare-generating capacity of traditional knowledge holders,
by ensuring that the comercial benefits of traditional and herbal medi-
cines accrue to developing comtries where to a large extent they origi-
nate. The comercial exploitation of altermative systems of medicine is
likely to yield substantial cains. These systems envirament- and health-
friendly require a whole package of measures. Through the course of the
project and through intensive discussions an these issues, the oontours of
such policy initiatives may be emerging.

Similarly, in the case of arcenic agriailture, the project tried to lirk
up with agoing initiatives to develop a scheme for a wider initiative on
the promotion of organic food.

A pilot scheme on ISO 14000 was already in operation, and the

present project mekes some recamendations on the basis of the lessons
leamt from its inplementation.
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The experiences acquired fram the project has led to suggestians for
the formulation of variaus policy initiatives ard their inplementation, which
are included in this volure. Lessans leamt fram other comtries have also
provided valuable imputs. It is hoped that these suggestions will be de-
bated and used by the relevant government bodies, as they have been
developed in consultation with all levels of govermment and the private
sector. It is equally hoped that this volume will ke of value to the donor
comunity, working in similar areas in Viet Nam.

The bock also identifies areas for further work, especially as regards
traditianal medicine and organic agriculture. This may be particularly in-
teresting to the Govermments and the donor camunity, as the sugges-
tions for future work are backed by stbstantive research.

Alnost all the articles contained in this book have been written by
local researchers, omsistent with the capacity-building dojectives of
UNCTAD, UNDP and the Government of Viet Nam. National consult-
ants, have put in a commendable effort, without which the boock would
not have seen the light of the day.

%@@M

Mr. Edouard A. Wattez Dr. Bui Menh Hai Mr. Rene Vossenaar
N Resident Goordinator Vice-Minister, Chief, TED, DITC,
NDP Resident Representative — Ministry of Science. UNCIAD, Geneva
Viet Nam Teclmology and Ervirament

Viet Nam
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CHAPTER 1
INTRODUCTION
KEY ISSUES ON TRADE AND ENVIRONMENT IN VIET NAM

By Dr. Veena Jha

The trade and enviroment interface in Viet Nam has characteris-
tics, which are somewhat different from other developing countries for
two reasms. First, as Viet Nam has not integrated into the gldoal econony,
it has had various prdblems relating to product quality, in some cases
substantially ocutdated techmnology and a shortage of capital goods. Viet
Nam thus views enviramental requirements as ane additional factor that
must be addressed in its efforts in integrating with the gldoal econary. In
a bid to enter export markets, Viet Naw's efforts are focused at increasing
quality across the board. Joining the World Trade Orgenization and Multi-
lateral Envirommental Agreements would provide Viet Nam with a pos-
sible avere for upgrading its tedmology and increasing its capital stock.

Seaardly, the natical debate is situated in naticmal circumstances:
while Viet Nam was excluded from the world economy and is at a disad-
vantage in sove areas, where possible it will went to exploit its well-kept
traditions. This tension is perhaps nmore gpparent when one aonsiders the
social and enviramental merits of organic agriculture and the possible
necative impact of intensifying production for food security reasms. This
tension is further described below in the section on Orgenic agriculture
ard in Prof. Bo’s chapter an organic agriculture. This also explains wiy
this project has emphasized traditional medicine and orgenic agriculture.
Viet Nam has developed a pragmatic approach to the resolution of trade
and envirament issues; however, the debate and the tradeoffs inherent in
policy meking are as much a part of Viet Nam's structures as in other more
advanced contries and developing countries.

The interface between trade, environment and development is
important for Viet Nam, for the following reasons:

(@) One of the most important policy dojectives of Viet Nam's economic
policy is integration into the world economy. Viet Nam has become a
member of the Association of South East Asian Nations (ASEAN) and the
Asia-Pacific Economic Comunity (APEC) . Trade and investment play a
key role in this process. In this antext, the ability of Viet Narese produc-
ers and exporters to regpond to envirament and health related require-
ments and to enhance environmental quality is important both to gain
access to markets and ensure enviramentally-sound export growth.

(b) Viet Nam is in the process of negotiating its accession to the World
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Trade Orgenization (WIO), which brings with it a large murber of rights
and dbligatians, including doligations regerding enviramental measures.
(c) Viet Nam is a member of key Multilateral Environmental Agreements
(MERAS) , implying both the need to implement commitments as well as to
meke appropriate use of facilitating measures under such agrearents. Es-
pecially interesting in this cotext ard for the parpose of this bodk is Viet
Nam'’ s menbership in the Convention on Biological Diversity (CBD) . Viet
Nam' s vast bio-diversity, as well as its extensive traditianal knowledge,
implies that both conservation and comercialisation, under appropriate
conditions, would result in extensive trade and envirormental benefits
(d) Viet Nam has to prepare itself for future enviramental and trade ne-
gotiations in mery fora.
(e) Viet Nam should also benefit from the opportunities for ervirormen-
tally friendly exports, especially in the area of orgenic food.

The special programme and policy development project on Trade, Envi-
romment and Development : Policy Implications for Viet Nam therefore
aimed to:

(a) support policy analysis in Viet Nem by, for example, carrying aut re-
search on trade and ernvirament, conducting workshops, creating “policy
dialogues” between trade and enviramental policy specialists, and gain-
ing experience with multi-stakeholder approaches;

(b) enhance policy coordination and policy ccherence on trade, environ-
ment and development at the national level;

(c) strengthen Viet Nem's national capacity to address trade and erviran-
ment issues and to achieve enviramentally sound export growth; and

(d) assist the business comnity in enhancing intemational competitive-
ness in the light of erviramental factors, by gathering information and

In keeping with these overall policy dojectives, five key issues were
explored by the project. These are discussed below.

The impact of environmental requirements on market access and
export performance

Erviramental factors play an important role in Viet Nem's efforts to
achieve rapid and sustained export growth. A recent study under a re-
gional project of the UNDP (RAS 92/034 of the UNDP) indicates that a
variety of erviramental and health-related requirements are emerging in
sectors of export interest to Viet Nam. These requirements have generated
market access and competitiveness concerns, for example among export-
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ers of agriaultural and fisheries products, as well as textiles ard clothing.
However, envirconmental concerns may also provide new trading opportu-
nities to the extent that Viet Nemese firms are able to take advantage of
niche merkets (for exanple, trading ogeortunities for organic agricultural
products, see below) . Both the govermment and the business community
can play an important role in avoiding negative and meximizing positive
effects. This issue was discussed at the initiation workshop (proceedings
have been included in this volume) held in Ha Noi in the third week of
February 2000. Various stakeholders, including from the Viet Nam Cham-
ber of Comerce and Industry and the private sector, and a munber of
officials fram the Ministry of Trade and the Ministry of Science, Tedmol-
ogy and Erviramment (MOSIE), attended this meeting. Following the meet-
ing, sore questions were drawn up between the project coordinator and
a senior official from the Ministry of Trade who conducted an extensive
survey in different centres in Viet Nem. The results of her survey are sun-
marized below.

Through field surveys the project has sought to enhance understand-
ing of the exact nature of the trade impacts of erviramental and health
standards on exports from Viet Nam. Ms.Hang’s surveys show that firms
have very little knowledge of what constitutes ernviramental and techni-
cal regulations in intermational merkets, even though they are abiding by
quality requirements of their importers. For them, Sanitary and
phytosanitary standards (SPS) requirements, envirament standards, tech-
nical regulations, product design and packaging are all seen as elearents
of product quality. These requirements have an impact on their market
access in terms of delivery delays and extra transaction and compliance
oosts. Exports are diverted to less anerous merkets when access to a cer-
tain market is too demending, but firms acknowledge that trading condi-
tions such as payments are more risky in these markets.

Differences in standards ammng importing contries limit the ability
of enterprises to penetrate new merkets, as their production systems are
not flexible enough to respad to all kinds of requirements. Furthermore,
large investments of millions of US dollars may be needed to satisfy par-
ticular requirements. Sore industry associations state that upgrading in-
vestments for meeting quality requirements could reach US $30 million
for the coffee industry and US $90 millicn for the tea industry.

A comprehensive approach to meeting quality standards would be
to dbtain ISO 9000 certification. However, up to February 2000, only
about four enterprises in the agricultural sector were certified IS0 9000,
of the total of 110 certified enterprises. Thus agricultiral producers fird it
especially difficult to demmstrate corpliance with extermal requirements.

Sare enterpriges estimate that extra business costs may carprise up
to 20per cat of the atract. In addition, delivery delay or rejection is as
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serious as extra business costs. Delay or rejection results in bresking of
omtracts and loss of business anfidence and credibility.

Tnporting cantries also usually classify their exporting partners by
SPS, enviramental and quality criteria. Viet Nam is excluded from sare
preferential lists, therefare certain Viet Narese agriaultural exports to those
merkets are prohibited while other exporting comtries are allowed to serd
their products. No justification fraom importing countries has been given
ofar.

Srell and medium-sized enterprises (Es) firnd it difficult to export
agricultural products directly to importers, because they do not have fa-
cilities to comply with both technical and procedural requirements. An
additional contract fee of 20 per cent in order to meet environmental

The surveys themselves were an exercise in capacity building.
Ms.Hang conducted these surveys back to back with training courses im-
parted by the Ministry of Trade, so these occasions were also used to
sensitise producers to forthooming and existing enviramental regulatians.
In terms of recamendations, this paper strangly suggests that being out
of the WIO is a very important handicap in raising issues with importers
in their major markets. The paper does suggest that harmonization of stan-
dards as well as timely information could help some firms in upgrading
standards, but lack of financial and tecinical resources remain a critical
bottleneck. Technical assistance from developed countries may provide
sare relief to exporters.

Trade implications of environmental menagement standards (EMS)
such as ISO 14001

Intermational standards on enviromental menagement systems (EMS),
such as ISO 14001, may create both barriers to trade and provide gopor-
tunities to increase corpetitiveness and strengthen market positions. Na-
tional implementation issues are of key importance in this regard. For
copenies, EMS standards may be a useful tool in amtrolling the emviran-
mental effects of their activities, to achieve cost savings as well as to do-
tain other economic benefits. Although the ISO 14001 standard is only
recant, it is generally believed that developing countries have an interest
in promoting its wider use. The Viet Namese government has taken a
proactive approach to the implementation of ISO 14000 standards. This
issue was discussed in a large multi-stakeholder meeting in February 2000.
The Ministry of Science, Technology and Ervirormment was an important
protagonist of ISO 14000 in Viet Nam. The experiences recorded below
were the findings of several milti-stakeholder meetings as part of the pilot
programme implemented by the Directorate for Standards and Quality
(STAMEQ) and NEA on I1S014000.
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Mr. Hoc's paper in this volure shows sore interesting findings about
IS0 14001 in Viet Nem. His study shows that trans-national corporations
(INCs) such as Sony, Toyota, Fujitsu and others operating in Viet Nam
have indicated a strang interest in conforming to IS0 standards. However,
by December 2000, only seven companies were certified to be in confor-
mity with ISO 14001; all of these were joint ventures or 100 per cent
foreign-owned. They were mostly quided by their parent companies in
Japen, the USA, Korea, etc. Sore large local conpenies such as Petrolimex,
PetroViet Nam, Textile Corporation, cement producers and pesticide oom-
panies already have sare interest in implementing ISO 14000 standards,
but they have yet to begin the process of implementation. For most QVESs,
IS0 14000 inplaventation will not be a reality, as they foresee diffiadlties
in the improvement of tecdmology required by this standard, largely due to
lack of resources.

To a large extent, the enviramental prablems resulting from SME
operations in Viet Nam are due to poor housekeeping, the low level of
education of wnskilled workers, and resource shortages. Thus, SMEs will
require capacity building such as improvement in skills, knowledge, and
technical know-how. Carpared to Taipei, Province of China, South Korea,
Japan, China, and Malaysia, SVEs in Viet Nam have been much less enthu-
siastic about ISO 14000. New firms find it easier to meet ervircnmental
standards and to implement ISO 14001 than old existing firms and SMES.

The possibility of demmstrating conformity with local erviramen-
tal legislation is amsidered to ke the most inportant motive for all busi-
nesses, including 9VEs, to go in for ISO 14001 certification. TNCs have
sought certification for inproving their corporate image intermatiaally as
well as darestically and to meintain their export markets. Generally, for-
eign pressure seams to be more important for larger companies, whereas
local damand is more important for SVEs, which as a consequence see no
need to implement an EMS. Low comercial return is considered to be an
dostacle for QEs rather than for business in general. In corparism to the
argurents related to legal compliance and customer demand, strength-
ened merket share is attributed relatively little inmportance for most of the
conpenies. The high cost of certification was considered a deterrent to
implementing ISO 14001 standards by all firms.

While the enviramental benefits are quite clear for the companies
implementing ISO 14001, the market benefits of meeting requirements of
ISO 14001 are still not visible. Moreover, ISO 14001 certification does
not guarantee corpliance with certain regulations for enviramental per-
formence. IS0 14001 certification is designed to meet a management stan-
dard in which each company sets its own envirommental dojectives.

The paper suggests that more analysis and experience is needed to
fully understand the trade and investment inplications of ISO 14001. It
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recommends that there should be complementarities between voluntary
standards in BMS and regulatory requiraments, ard synergies in their imple-
mentation should be developed. The paper also suggests that certification
and accreditation should be fair and rigorous, in order to safequard the
credibility of the ISO 14001 certificate. Therefore, Viet Nam should de-
velop the necessary infrastructure to allow conformity assesswent, certifi-
cation and accreditation harmonized with intermational and regional ac-
tivities in these areas. Covenment could play an inmportant role in provid-
ing an enabling enviroment for the implementation of BMS, for exanple
by pravoting the creation of necessary infrastructure ard legislation, as
well as appropriate incentives.
Envirommental Impact of joining the WIO

In the stage of designing the project it was amsidered essential to get
a macroecanomic picture of the possible envirament effects of trade ex-
pansion consequent to Viet Nam joining the WIO. In this context the
Ministry of Plaming and Industry’ s pramier research institute, the Central
Institute for Economic Management (CIEM), was contacted to provide an
overall picture of the possible erviramental effects of Viet Nam joining
the WIO. CIEM had already conducted a pioneering study on the com-
petitiveness of Viet Namese exports. Adapting this study to the possible
erviramental costs and reassessing conpetitiveness effects was therefore
onsidered to be an achievable task.

The study by Dr. Tu and Ms. Hong therefore focuses on Viet Nam's
main exports, which they point out are natural resources and semi-pro-
duced products. Among the main exports in 1999 were crude oil exports
(17.5 per cent of total exports), rice (9.6 per cent), merine products (8.5
per cent), coffee (6 per cent), textile and garments (14.6 per cent), foot-
wear (12.2 per cent), ard electronics and electrical gppliances (5 per cant) .

These figures indicate that Viet Nem's intermational trade is based
mainly on natural resource extraction. Among these, according to studies
carried out by CIEM, Viet Nam is competitive in the production of rice
ard ocoffee, but for the other products its competitiveness remains some-
what uncertain. To meke the latter category of products competitive as
well as to mitigate their ewviramental effects, substantial investment will
be required. By cntrast, because of the competitiveness of products such
as rice and coffee, compliance with environmental standards as well as
meking the necessary adjustments for negative erviramental effects will
be relatively essier.

The paper states that in evaluating the enviramental effects of join-
ing the WIO, ane nust also evaluate the benefits. First, low tariffs for
inports will enable enterprises to reduce production costs and to develop
an export strategy for expanding exports markets. Second, as a WIO mem-
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ber, exported products and services of Viet Nemwill ke treated equally with
products ard services of other comtries. Third, Viet Nam can participate in
several negotiatians and ask far special ard differential trestment thet devel -
Qping contrdes are entitled to. In other wards, it is expected that by being a
menboer of the WIO, Viet Nam's intermational trade will experience a dra-
matic boom. However, this process may cause negative envirommental ef-
fects such as groud water degradation fram the excessive use of fertilisers
and pesticides, and adverse impacts an health of farmers. The expansian of
agriailture both for aultivation of cash crops ard for subsistence agriailture
will result in deforestation and destruction of wetlands and other protected
areas. In the process of import expansion, save products that are barmed as
wnsafe in other corntries may ke exported to Viet Nem without full informe-
tim about their enviramental and health risks. While it lacks the informe-
tion and infrastructure to adequately monitor and regulate trade in these
products, Viet Nam may incur high envirommental costs and experience
sericus public health effects.

The paper suggests that tedmical assistance, egpecially financial ard
tedmological assistance, is needed to mitigate the negptive effects of ex-
panded trade. However, reforms in other areas including regulations and
the institutional framework, are equally important. These requirements
will ensure that when Viet Nam becomes a member of the WIO, its regu-
lations are stable, equitable, transparent and amnsistent with intematriaal
regulations. The peper stresses that it is very important to improve Viet
Nam' s infrastructure and to inspect and amtrol the quality of exports and
inports in order to meet other comtries’ requirenents, as well as to inple-
ment necessary sanitary measures in protecting public health.

In order to undertake the above measures, Viet Nam would need
technical assistance from intemational organisations. The govermment
should formilate and inplement policies to encourage industries to invest
in envirament-friendly tecdhnology and cleaner production, and consider
applying appropriate economic instruments to ensure industries comply
with erviromental regulations. Like Ms. Hang's paper, the paper points
out that SMEs in Viet Nem account for about 34 per cent of the contry’s
exports by value, and thus play a very important role in the economy.
However, given meny disadvantages as compared with large enterprises,
SMEs in Viet Nam have fewer incentives to implement cleaner produc-
tion. Special measures should be formilated and inplemented for SVEs in
order to agsist them to move to higher erviramental standards.
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Organic Agriculture

The second stakeholder meeting convened in Ha Noi consisted of
brainstorming sessions and field visits. The focus was mostly on organic
agriculture and different aspects of traditional medicine. It wes felt that
these products would provide Viet Nam with exanples of reconciling pro-
motion of trade ard preserving its envirament. The principal perticipents
in this meeting included the Ministry of Agriculture and Rural Develcp-
ment (MARD), several farmers who were conducting experiments with
organic agriculture such as the safe vegetables project, and intermatianal
experts from standardization bodies such as the Intermational Federation
of Organic Agriculture Movements (IFCOAM) . Mr. Alexander Daniels, the
chief Asia coordinator for IFOAM, attended the meeting and later met
with several officials in MARD and MOSIE to discuss organic agriculture
issues. Through interactive sessions many of Viet Nam's prcblems with
organic agriculture were discussed. The papers and the viewpoints pre-
sented at the conference are summarized below.

Dr. Tuat’s paper expresses grave concerns about the excessive and
indiscriminate use of pesticides in several areas in Viet Nam. Quoting
from case studies conducted by the National Institute for Plant Protection
(NIPP) in four crops in different provinces (Ha Noi, Hai Phong, Bac Ninh,
Ha Nam, Thai Nguyen and Ninh Thuan), he states that 30 to 40 per cent
of the pesticides used in the market are distributed through Goverrment
organizations and cooperative farms. This means that the private sector
plays an important role in the provision of pesticides. He expresses the
view that govermment supervision is inadequate. The mumber of chemical
applications per crop seasm is always higher than the tedmical guidance
provided in the meruals. A very srell percentage (5.1per cent) of chemi-
cal users use safety equipment.

Increasing use of fertilizers and pesticides in agriculture has led to
the outbreak of several pest epidemics and has resulted in higher pest
resistance to pesticides used. In the past, areas infected by such pests
were oontrolled by single applications. Today farmers often apply two or
three doses of pesticides, due to the resistance developed by the pests.
Excessive use of pesticides has increased the pest resistance capacity of
the diamond back moth (DBM), which often feeds on vegetable crops.
Overuse and frequent application of pesticides with increased dosages
has led to the rapid developrent of chemical tolerance of the DEBM. The
author therefore recommends that programmes on integrated pest man-
agement and oontrolled use of pesticides would ke useful. Such programmes
have been initiated and have met with a moderate degree of success. As a
means to reverse excessive pesticide usage, organic or semi-orgenic pro-
duction should be encouraged. This would lead to beneficial health ef-
fects for both producers and consurers.
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Prof. Bo's paper highlights that several farmers in Viet Nem are re-
luctant to covert to organic agriculture because of perceived adverse
impacts, such as high production costs, lower incomes due to unsustain-
able premium markets for organic agriculture products, declining mitrient
axtett in soil, the hich transportation cost of arcgnic fertilizers, and high
demand for food crops. In order to meet the crop requirement (mostly
now hich yielding varieties), farmers have to apply a high rate of organic
fertilizers in replacing chemical anes. Cropping systems are changing to-
wards meximum yield crops and to a worsening of the nutrient input-
output balance, so that anly oarbined organic-inorganic fertilization can
sustain a high crop yield. The best ratio of nutrients from organic and
inorganic sources is 30 to 70 per cent. MARD’s estimation shows that
organic fertilizer can increase paddy yield by anly 0.5 tames per hectare,
oarpared to an increased yield of 1-1.7 tames per hectare in the case of
charical fertilizer ggplication, or 1.8-2.5 tames per hectare when chamical
and organic fertilizers are carbined. Organic agriculture cammot ensure
food security but can contribute safe products for local consumption and
export, egpecially when the target of the govermment is diversification of
agricultural production toward increasing value added products.

Recognising the camparative advantages of agro-ecological condi-
tions, the orgenic products with the best potential are as follows:

® In the urben areas: vegetables, fruits, spices/flavour vegetables, animel
hushandry products (meat, egg and milk) .

® In the montainous provinees: tea, coffee, pepper, fruits, medicinal plants,
forest gpecialties and husbandry products.

Prof. Bo does not recommend going organic with products such as
rice, but the govermment should consider selected crops in which orgenic
agriculture is to be encouraged. For ensuring optimm yields in the pro-
duction of organic products in Viet Nam, he recomends experimenting
with special crop vardieties with high resistance to pests and unfavourable
climate conditions. He also recomends crop rotation, especially with
leguminous plants, and integrated crop menagement (including integrated
soil menagement, integrated water menagement, integrated pest manage-
ment and integrated nutrient management) . He also recommends the es-
tablishment of relevant orgenizations for organic product certification.

Dr. Hy and Dr. Ha from the National Envirormment Agency (NEA),
MOSTE take a more optimistic view of organic agriculture in Viet Nam.
Their unique contribution is a detailed cost benefit analysis in monetary
terms of some products, such as fresh vegetables and rice. By moving to
the TFOAM criteria for organic production, although the methodology used
far this analysis is not clearly spelled aitt, they fesl that the social benefits
to the contry as a whole would be roughly four times the loss in produc-
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tim to individial producers, ard for rice it is estimated to be several times
the loss in production. The authors conclude, however, that the govern-
ment would initially have to induce producers to go arganic and this would
require a 30 per cent subsidy, which they conclude is not exorbitant by
intematianal standards.

Qre interesting illustration of arganic agriculture is provided by the
Vinh Pruc province’ s experiment with safe vegetables. While the concept
of safe vegetables and organic production may not be identical, and in
this context, a benclmark for establishing comparisons between SVP and
international standards on organic vegetables would have been useful,
they appear to have similar dojectives. Upgrading this program to interma-
tional standards such as TFQRAM may not be as difficult as in the case of
oawentianal non-organic agriculture. Mr. Tirng’ s paper an “safe vegetable
production (SVP)” points out that products produced by techniques aim-
ing to 1limit the use of taxic chemicals, minimize pesticide use, nitrates
and pathogens as specified by the regulation of the Ministry of Agriculture
and Rural Development are included in the SVP project.

This program aims to expand SVP to a large scale of production. The
thrust is to assist farmers with cultivation tedmiques instead of providing
material subsidies. It is also necessary to keep the standards simple or
farmers will find it difficult to conply with them. Most controls are exer-
cised at the production rather than at the retail end, though random checks
at the retail end have also been carried aut.

The author points out that producers shauld ke assured that their costs
would e covered even if they were forced to sell below the market premium.
For the aonsumer, it is necessary to guarantee product quality at a reasaeble
price (not over 20-30 per cent higher than corparable products) .

Experiments with SVP have been particularly successful in crops such
as cabbage, perrycress, bulb onion, potato, legume, moming glory, cu-
cumber, kohlrabi and five kinds of mushroans . The production tecmiques
followed rely mostly on merwal land preparation, planting, and harvest-
ing. Proper menagament of planting time to avoid pests, as well as experi-
menting with different vegetable varieties in the field, have yielded benefi-
cial results.

The overall results show decreased crop yield of 1 to 5 per cent,
however SVP also reduced nitrogencus fertilizer costs by 20 to 40 per cent
ard other pesticide costs by 40 to 46 per cent. As a result, the total cost of
cultivation was lowered by about 5 per cent.

The paper recomends that a national program for safety agricul-
ture carbining research, production, marketing and export should be set
up for safe vegetables ard fruits. It also recomends that investment in-
cluding foreign irvestment should be directed to this sector. It ancludes
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that govermment policies should encourage the domestic consumption and
export of safe vegetables. Agriculture extension services should experi-
ment with different tedmologies and there should be a better dissemina-
tion of information an SVP through the media and other sources.

Prof. Nohia and Mr. Tuan’s paper finds that organic agriculture as
defined by IFOAM can perhaps be found only in mountainous areas, es-
pecially in high and remote villages. Sore products (for example, uplarnd
rice, oom, vegetables and fruits, wild vegetables and fruits, roots and
tubers both wild and cultivated, bamboo shoots, wild honey and snow
tea) could pass the organic tests of western markets. However, he ex-
presses grave doubts about whether they could be supplied in sufficient
quantities or marketed effectively in westem merkets.

He feels that there should ke a acherent policy an organic agricul-
ture that would review traditionel agricultural practices, rare and precious
gpecies and varieties, and organic fertilizers. There should also be a am-
certed effort to develop bictedmological and micrdoiclogical tedmologies,
combining modern tectmologies and indigenous knowledge and practices.
Domestic market development through raising public awareness and pro-
moting high value export of traditional products in order to provide more
inoare to producers and to stimilate higher production of organic products
is necessary. He further recomends that some areas with ecologically safe
caditians (o pollution, less soil degradatian) should be selected for certi-
fied orgenic agriculture to produce clean and safe products.

Genetic resources, Use and Commercialisation in Viet Nam

The role of traditional knowledge and models of access to genetic
resources and benefit sharing were discussed extensively in the second
stakeholder meeting cavened by the project. This meeting was attended
by a Costa Rican expert, Dr. Jorge Cabrera, and an Indian expert, Dr.Suven
Sahay, who provided insights into their own experiences with respect to
access ard benefit sharing from genetic resources ard traditional knowl-
edoe. Viet Nam's experience, ard especially the role of traditional medi-
cine in providing primery health care as well as treatment for other more
sophisticated ailments, was also discussed. A visit to a village where all
stages of traditional medicine were made also provided concrete evidence
of this living tradition. The viewpoints that emerged as well as forward
locking policies prescribed by the authors are sunmerized below.

Prof .An’s paper highlights the importance of traditional knowledge
(TK) in Viet Nam. The use of biclogical resources plays a very important role
in agricilture (including farestry and fisherdes) by providing livelihood and
food searrity to the nation, as well as in in the health sector, where more
than 3,000 medicinal plants and thousarnds of preparations have been used
by the people of Viet Nam for centuries. Can Tho University is also in-
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wolved in the distribution of traditiaal rice ailtivers to farmer-based rice
genetic resource aonservation and development.

Same science and technology institutions continue to produce and
supply plant seeds, but the seed supply systems are developed and main-
tained by plant seed companies. There are regulations for sharing benefits
among various stakeholders, but these work more to the advantage of
plant breeders, rather than to the local commities owning traditional
knowledge.

In the area of traditicwl medicine, Dr. Do Tat Loi has written a well-
known ook entitled “Medicinal Plants and Medicinal Ingredients of Viet
Nant’, in which more than 800 plant species are described with their bio-
logical ard therapeutic characteristics. The use of traditianal knowledge
and onsultation with eastem physicians and doctor-herbalists has permit-
ted him to introduce himdreds of prescriptions for treating meny diseases.
Sometimes, the combination of traditional and modermn medicines is very
helpful in treating seriaus diseases, for exanple Artamisia ama for treasting
melaria, and CGatharianthus roseus for treating blood cancer.

The fact that anly the State has the exclusive right to use varieties
ard gpecies, ard the author is granted anly a synkolic remmneration, suits
anly collective agriculture inherent to centrally plarmed economies. Ap-
propriate mechanisms for formulating benefit-sharing mechanisms are
needed in the framework of the TRIPs agreement.

Dr. Narg’'s paper an the legal framework for protecting TK suggests
that while there are several envirament-related laws an the protection of
forests ard property, there is no decree an the protection of property ridhts
ard intellectual property over new plant varieties. While such protection
may encourage creativity and investment in producing useful new veriet-
ies, negative impacts on enviromment, bio-diversity and genetic source
protectian could also ke felt.

Research and development, menagement, transfer, transport, utili-
zation and unleashing genetic modification as a result of advanced bio-
technology and their products might cause an adverse inpact an the pres-
ervatim and sustairable utilization of bio-diversity as well as o environ-
ment and health. Therefore, strict memagement of these activities must be
made an the basis of a legal document.

A decree on herbal protection and exploitation and knowledge of
traditional medicine should be prepared for submission to the govern-
ment. In the long rn, aodes on this important issue need to be developed.

After several years of implementation, this document could be
changed into an ordinance or law. This legal document must include the
protection of rights and interests of local populatians and individuals to
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grasp knowledge on medical herbals and traditional medicine.

Further studies must be conducted to contimue improving the legal
system an enviramental protection, including regulations an bio-diver-
sity protection. The possibility of drafting and introducing an ordinance or
law an bio-diversity should be raised.

The formilation of macro policies such as a national bio-diversity
inventory, information management systems and investment in science
and teclnology and in priority areas of protection will provide a more
favaurable scenario for biological progpects.

Prof. Chau quotes Ho Chi Minh’s policy on traditional medicine and
points cut that in order to broaden medical soope ard scale, Oriental and
Western medicines should be combined. According to the Pharmaceuti-
cal Corporation, enterprises currently use from 62 to 144 pharmaceutical
herbs in their production. Clinics and hospitals use about 100 types of
hetbs to treat patients and produce their omn products. At private clinics,
the mumber of pharmaceutical herbs used depends on the physician, but
o average the runber is about 240. Property rights of all pharmaceutical
products (ooth public and private) are protected by the State. This protec-
tion has two aspects: permission by the Ministry of Health for producing
ard selling products (a license must be dotained fram the Ministry of Health
for producing tanics and treatment medicine), and the producer has rights
to register his agpyright at the Department of State Industrial Property.
Thirty to fifty per cant of the total production of traditianal medicine is in
tanics. Traditionally, both tonic and normel medicines are used for curing
patients. Tonics are used to provide vitamin that patients mey be lacking,
while other medicines are used to treat the disease, get rid of the causes
ard improve the health condition of the patients at the same time.

Exports accont for 3 to 17 per cent of the total products, of which
more tonics than other medicines are exported. In addition to import-
export of traditional medicine and pharmaceutical herbs, herbal physi-
cians have been sent to work long-term in Angola, Algeria and Cuba.
They have been invited to give lectures on acupuncture in many coun-
tries. However, he proposes that the State should have a clear-cut and
amsistent policy a the use and develooment of traditicnal medicine, the
corbination of traditional with modem medicines, and treating traditional
medicine equally as modem medicine in the public health sector.

Mr.Vien's study on traditianal medicine is an acoont of cultivation,
processing and merketing in the Nohia Trai village. Nghia Trai reamins the
anly locality where all stages of the husiness are in place, framplanting and
processing medicinal plants to buying and selling pharmacautical products.
Nohia Trail villagers are faced with three main aonstraints: lack of proper farm-
ing tedmiques, lack of markets for their products, and lack of suitable lard.
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There are so far more then 150 native Nohia Trai villagers practising
traditional medicine either in their hare village or elsewhere in the con-
try. Until the late 1980s, when Viet Nam's economy was operated with a
system of goverrment subsidies, provincial and central pharmaceutical
enterprises procured a rumber of traditiamal pharmaceutical products fram
Nghia Trai through the system of trading cooperatives. Now, the interme-
diary role has shifted fram these firms to private traders.

At present, there is no specific govermment policy aimed at encour-
aging the development of medicinal plants. Although pharmaceutical
meterials produced by the villagers are being merketed in different forms,
they are often auctianed to private traders. Nohia Trai villagers feel thet in
a market mechanism, the governmment need not provide subsidies, but
should formulate regulatory plans and directly procure from producers
such materials as are needed by medical and pharmaceutical institutions.
The paper recommends that the Govermment work with concerned gov-
ermment agencies, medical and pharmaceutical institutions, state-owned
enterprises, and foreign comtries in finding stable autlets for a rudcer of
phameceutical products. It should also set up a centre located in or near
Nohia Trai village to procure and process medicinal plants and provide
medical treatment with oriental medicines.

This bock on trade and envirament in Viet Nam is the first of its
kind ard is also wnique in the sense that it reflects a bottom-up approach
to resolving prablems on trade and enviroment. National prablems and
their resolution, where tradeoffs are determined at the ratianl level, have
already becore a part of the trade and envirament interface in Viet Nem.
While there are several advantages of expanded trade, the down-sides of
increased gldbal trade are also becoming evident in Viet Nam. The book
clearly illustrates the inmportance of finding pragratic rather than ideo-
logical solutions to trade and envirament prabolems.

The book also points to sare useful lessons which can be leamt
from Viet Nam, especially about growing erviramentally friendly prod-
ucts such as orgenic agricultural products, ard systers for protecting and
comercialising traditional knowledge. The bock also usefully points to
the berefits of miltilateralism. In an era when gldoalisation is viewed with
suspicion, the bock indicates that econamies cutside multilateral systems
may be disadvantaged.

In the final amalysis, the resolution of trade and evivament issues
will require tradeoffs at the matiaml level. It will require educatian, ca-
pacity building of both developed and developing countries and will have
to be sensitive to development concerns. It is hoped that this bock will
assist in this process.
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CHAPTER 2

CHALLENGES AND OPPORTUNITIES FACED
BY VIET NAMESE FIRMS IN IMPLEMENTING
ISO 14000 SERIES OF STANDARDS

By Mr. Tran van Hoc
Directorate for Standards and Quality, STAMEQ, MOSTE

INTRODUCTION

At present, the process of gldmalisation affects many activities of
ration states, particularly in the field of trade and envirament. In Viet
Nem, for instance, policy-mekers and business persans are not fully aware
of the challenges that the contry faces in ensuring both trade prowtion
ard envirament protection. Until recently, these issues did not seem to
pose a threat to many organizations and business sectors in Viet Nam.

However, since 1996, Viet Nam has come to better realize the im-
portance of these issues in the contry’s sustainable developrent. It has
learmed from the experience of other comntries, and from its recent partici-
patim in intematiaal and regiaal integration processes, that trade and
ervirament linkages need to be studied thoroughly.

The Internaticnal Standards Organisation 14000 series of standards
(more specially, ISO 14001 and ISO 14004), the first set of enviramental
standards to be implemented on a gldoal scale, was published in Septem-
ber 1996. Mary firms have started to apply for certification so as to pro-
duce eviramentally friendly products or production processes based upan
the use of clearer production tedmology. This series of standards on envi-
ramental menagement has met general adoption as national standards in
marny countries including Viet Nam. The operation and possible trade and
investment inpacts of enviramental menagement standards, particularly
the IS0 14000 series, on developing contries, and the identification of
possible goportunities and needs in this context, are under consideration
ard expert study by different organizations in Viet Nam. Issues discussed
recently included:

(a) the possible trade effects of erviramental management standards;

(b) the impact of ervirammental menagement standards on foreign direct
irvestment and the role of transnatianal corporations;

(c) implementation, certification and accreditation issues; and

(d) the needs of industry, especially small and medium sized enterprises
(QEs) ;
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There is some degree of consensus that environmental management
systems and ISO 14001 can be useful in improving the environmental
performence of carpanies, and that it can assist in facilitating trade, al-
though it can also result in creating an dostacle to trade when corpenies
fail to meet requirements to certify to the standard. However, it is recog-
nized that there is little experience and enpirical research an the inple-
mentation of ISO 14001.

The voluntary reture of the I90 standards, as well as thredold levels far
standards (especially such standards as enviramental menagement systems
ard eco-1abelling) were paid special attention. There wes a recognition that
while goverments retained their role in setting mendatary standerds, there is
a aorplementary role for voluntary standards in achieving policy and other
dojectives, aswell as for achieving overall cost effectiveress.

The rate of implementation of environmental management standards
is rapidly increasing. Their possible trade and investment impacts are a
metter of aocem for developing countries as barriers to trade may arise,
especially for SMEs. Implementation of ervirormental management sys-
tems (EMS) is also a matter of concern because of the costs irwolved. On
the other hand, environmental menagement systems may greatly contrib-
ute to establishing fair goeratiamel practices in the gldmlisation of trace,
ard they may offer potential advantages for meny countries, especially
developing countries, to enter merkets.

Envirommental management standards, however, do not by them-
selves guarantee improvements in the envirommental performance of pro-
duction or products; rather, they assure only compliance to an adopted
EMS and to a declared enviromental policy that fulfils, at a minimum,
national regulations. This inplies that competition in merkets may deperd
much less on the adoption of an EMS through the ISO 14000 series, and
more cn the envirommental goals set in the enviramental policy state-
ment. This relates clogely to the requivement in the ISO standard to -
timuously improve environmental performence. This requirement, which
derives from the precautionary principle as stated in Agenda 21, camits
producers to a level of enviramental performence well beyond national
standards in order to contribute effectively to the process leading to
Sustairei lity.

Transparency, perticipation and consensus are vital elements for the
implementation of such a process among countries and within them. The
adoption of ISO 14000 is a promising instrument to establish a common
basis and to fill the existing gaps between developing comtries and SEs.

Prablems and activities towards implementing ISO14000 standards
in Viet Nam
The Viet Namese economy is in a transition period, facing rumer-
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ous challenges in the process of integration into the regional and world
eccnamy . The govermment has decided to follow a strategy of sustainable
development as a foundation for its developrent plan, paying particular
attention to combining economic development and environmental pro-
tectio. However, in order to implement this strategy, beside macro poli-
cies, concrete and effective measures need to be taken. Some policy-
makers recognize that implementation of ISO 14000 may be an important
factor in realizing that strategy. EMS standards could be a useful tool to
enhance the erviramental performence of an orgenization’s activities, as
well as to reduce its costs through a more efficient use of resources.

Experts have suggested that Viet Nam, being an exporting country,
will consider ISO 14000 as an important element in order to remain com-
petitive gldeally. There has been a 1ot of discussion doout IS0 14000 imple-
mentation recently, but the rate of inplementation or acceptance is not as
fast as that of the other developing comtries in the region.

In Viet Nem, transnatianal corporatians such as Sany, Toyota, Fujitsu
ard others have indicated a strang interest in conforming to IS0 standards.
Thus, ISO 14000 (EMS) has been implemented on a voluntary basis by large
transnationals. They are mostly guided by their parent companies in Japan,
USA, Korea, etc. For meny others, the concept of ISO 14000 (EMS) is very
new but there is a growing awareness that it will be an important tool for
prevention of pollution by industry. Sore large local canpanies such as
Petrolimex, PetroViet Nem, Textile Corporation, and cement producers and
pesticide companies have already expressed sare interest in implementing
IS0 14000, but have not begun implementation. The lack of govermment
policy regarding encouragement and support of industry implementation,
lack of awareness of the possible benefits, and the expense of inplementa-
tio and certification, may be the main reasons for delay.

For most SMEs, ISO 14000 will not be a reality as they foresee Giffi-
adlties in improvement of tedmology due to lack of resources. Even though
at least half of the prablems experienced by SEs can be attributed to the
lack of administrative capability, the low level of education of unskilled
workers can also meke support of EMS difficult. SMEs require help in
capacity building in skills, knowledge, and technical know-how.

Viet Nam, through its Directorate for standards and quality (STAVED),
is participating in the activities of ISO/Tectmical Committee 207 as an
“Observer member” (before 1999) and a “Participating member” (since
November 1999) .

Tt has established a National Committee on Ervivomental menage-
ment standards (TCUN/TC207) , members of which are selected from institu-
tins, industries, govermment agencies, trade organisatians, etc. The Viet
Nam Standards Centre, a stbsidiary institution of SIEMEQ, serves as Secre-
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tariat for both the National Conmittee and sub-committees. One of the
mejor activities of the national comittee and sub-comittees has been to
study and assess the relevant ISO documents and draft ISO standards, and
formilate national views and coments an them. The challenge is to assure
that I90 docurents are in line with natianal interests, and to ensure gopli-
cability to arganizatians at varicus levels of develooment .

Viet Nam Directorate of Standards and Quality (STAMEQ) recom-
mended and the Ministry of Science, Technology and Envivomment (MOSTE)
adopted ISO 14000 standards for EMS and Environmental Auditing (TCVN/
ISO 14001, ISO 14004, ISO 14010, ISO 14011, ISO 14012) as national
standards (TCVN) in 1997 and 1998. Other ISO 14000 standards were
uder ansideration for adoption as national standards by the end of 2000.
The implementation of the ISO 14000 national standards by companies
operating in Viet Nam is not merdatory; rather, it is voluntary.

As the 18014000 series, egpecially IS0 14001 on enviramental man-
agenent systens is relatively new, aonsiderable misunderstanding exists,
including misinterpretation of what the standards aim to acoorplish.

Many experts in the envirvamental field, including enviromental
menagers, oasultants and govenment officials, believe the standards pre-
scribe worldwide envirommental performence. Others want the standards
to dictate enviramental goals for pollution preventian, technology or other
desirable envirommental cutcomes.

Because of its wide breadth of coverage, people have confused ISO
14000 with other initiatives that cover the sane subject matter, including
envirommental menagement systems, envirommental auditing, life cycle
assessment, enviramental labelling, enviramental performance assess-
ment and others. There is understandable potential for confusion about
what is arnd is not required for ISO 14000 certification. Views on imple-
mentation have also varied widely, with some assuming mistakenly, for
exanple, that there is only ane way to meet the elements of the standard.

To overcone the difficulties caused by these misunderstandings, and
to promote the implementation of ISO 14000, STAMEQ together with the
National Erviramental Agency, have tried to disseminate the concept of
TS0 14000 series standards within the contry by conducting (in coopera-
tion with other natiomal, intermational orgenizations including ISO and
existing bilateral projects an envirorment in Viet Nam) seminars, work-
shops and awareness training courses for people from different organiza-
tims and industry over the past three years.

In late 1997, STAMEQ and the National Environment Agency (NEA)
prepared recomendations on development and implementation of envi-
rammental standards, including ISO 14000. This Project-Recomendatim
was sulmitted to MOSTE, whose officials supported it for implementation.
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Following the above-mentioned Project-Recommendation, a joint
study group was established in 1998 to deal with ISO 14000 implementa-
tion, and to assess the possibility of organizing a national campaion an
implementation of ISO 14000, especially ISO 14001 in Viet Nam. Other
experts from Govermments, industry associations and chambers of com-
merce, academic institutions and non-govermmental organizations (NGOs)
involved in the study have also given their attention to IS014000. This
interest has focused on how to help and encourage industry implement
these standards in order to prevent pollution and save resources, bringing
benefits both to firms and to the comntry.

As IS014000 includes elements that are not familiar to many com-
panies (for example standards on envirammental performance evaluation
ard life-circle assessrent), it has therefore been suggested thet at the early
stage of implementation, three fields of IS0 14000 should be the priority
in Viet Nam, namely:

1. Standards on environmental management systems (ISO 14001, ISO
14004)

2. Standards on enviramental auditing (ISO 14010, ISO 14011, ISO 14012)
and

3. Standards on enviramental labelling (ISO 14020)

STAMEQ and the NEA have jointly prepared a pilot program for ISO
14001 implementation, and invited interested applicants to join the pro-
gram in 1999. The pilot program is intended to run for 18 months and is
aimed at educating both industry and STAMEQ/NFA cn the interpretation
ard implementation of the new standards. It is hoped that the pilot pro-
gramwill result in a greater runber of certified firms, and better erviron-
mental practices contrywide.

National Pilot program for implementation of ISO 14001
m The dbjectives of the pilot program are:

1. To improve awareness, knowledge, skills and responsibilities of the
carpanies in envirommental management and control, and the impacts of
their activities, products or services m the erwvirament.

2. To improve knowledge of enviramental legislation that applies to the
companies concerned.

3. For participants to leam from each other how to understand, interpret ard
inmplement EMS standards, ard to share practical knowledge and experiences.

4. To help domestic companies to put their own BVS in place, cperate it
effectively, and gain experience in demonstrating how ISO 14001 can
improve the envirament and business profits.
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® QOperation of the pilot program
The pilot program includes four main activities as follows:

1. Conducting awareness training on environmental management, ISO
14000 ard eviramental legislation for industries locating in the devel -
opment triangles of North, South and Central Viet Nam. Coordinating the
resources (including consultants and tedmical ewviramental experts) for
assisting pilot program participants in conducting enviramental menage-
ment programs.

2. Implementing ISO 14001 for selected companies:

All applicants to the pilot program will be divided according to their wishes
into two groups as follows:

® Group 1: Companies implementing ISO14001 without certification

® Group 2: Companies implementing IS014001 including certification

The rurber of companies allowed to join the program will be determined
by the responses received.

3. Organizing seminars, workshops or meetings for exchanging cpinions
and sharing experiences in EMS implementation among pilot program
4. Sumery of all feedoack from participants an the prablems, disadven-
tages, aosts, and kenefits arising fram inplementation, for fubture guidance.
The EMS pilot program is described as shown in the chart below:

® Current status of the EMS pilot program

o The EMS pilot program was prepared and approved by the third quarter
of 1999, but did not begin its activities until the farth quarter of 1999. By
that time, eight companies at different stages of implementation had ap-
plied to the Program. Sony Viet Nam has almost completed development
of its system based on the parent company’s EMS, and is preparing to
apoly for certification and wishes to participate in the program for gharing
its experience (grawp 2) .

e Sanyo Viet Nam has begun to develop EMS documentation based on its
parent conpary’ s system, and wishes to join the pilot program for improv-
ing knowledge and learning from other companies’ practical experiences
(Grap2).

o Castrol Viet Nam Ltd. started with a study of its parent compeny’s EMS,
ard wented to participate in the training aspects of the program (group 2) .
e Novartis Viet Nam already has an EHS (enviramment, health and safety)
system adapted from its parent canpary, and wishes to further develop its
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EMS, to help ensure carpliance with erviramental legislation (group 1) .
® Sao Mai Joint-venture Cement Company intended to develop an EMS for
sites in Kien giang and Ho Chi Minh City, but camnot begin before 2000
(grap 1).

e Liksin Packaging Enterprise began development of an EMS after getting
IS0 9000 certification (group 1).

e Bien Hoa Packaging Company wanted to improve compliance with leg-
islation by developing an EMS (group 1) .

e Lam Son Sugar Company in Thanh hoa province has also just begun
implementation (group 2) .

In March 2000, after the workshop on “ISO 14001 implementation
ard sharing experiences”, the following three other companies have been
registered as participents in the Pilot program:

e Yazaky Co. Ltd. in Binh Duong Province
e Viet Nam Pesticide company (VIPESCO). in Ho Chi Minh City
e Ha Noi Leather Shoe Company in Ha Noi

Program participants are now working towards EMS implementation
in 2000. A plan for cooperation within the pilot program is also being
prepared.

m Difficulties of the EMS pilot program

The Notiaal EMS pilot program is off to a relatively good start. Eight
companies have agreed to participate and some others have expressed
their interest in joining. Over about four months of inplementation, more
than two himdred core staff from about 180 companies and organizations
from North and South Viet Nam have been trained in environmental men-
agement and ISO 14000.
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Fig 1: EMS IS014001 pilot program

=y
—
-y
‘Il
——
Baa
———
e ——y
'l.nu-nl""*ﬂ
Tl Tl ml

_
N N LT

Several seminars and workshops for discussion of ISO 14001 inple-
mentation have been conducted for different sectors.

Due to a lack of experience and limited financial and human re-
sources (including finance and marpower) for assisting the pilot conpa-
nies in their inmplementation, more than 90 per cent of the inplementation
oosts are being covered by the pilot corpenies themselves. While funding
ard therefare the future of the program is uncertain, it is possible that the
program may last even longer than plammed as a result of this corporate
support.
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To carry cut further activities under the pilot programme the follow-
ing dellenges and diffiadlties need to be overcome:

o Limited resaurces for ccordination of pilot program activities and assist-
ing the pilot companies in several EMS development items;

o Thile the steering comittee is located in Ha Noi, most participents are
in the south and far from each other; A range of different management
levels ard skills, and different inplementation status among participating
oanpanies will affect the harmonization of program activities;

o EMS development experience, especially in initial enviromental re-
view and development of EMS documentation, are still poor among local
experts from both STAMEQ and NEA;

o Sone of the participating companies face financial and humen resource
difficulties in EMS development and gperation;

o The tine left for inmplementation of the pilct program is very limited, and
much work remains to be completed in the suggested EMS development
program;

o Support to the program from govermment and other institutions is ocon-
sidered amall;

o The rate of local participation in the pilot program remains low;

e Some comunication prablems among pilot program participants need
to be improved;

e Some companies have problems in accessing upto date information on
relevant legislation and regulation, at both the central and local govern-
ment levels; and

o There is a lack of qualified consultants who could otherwise assist com-
penies in setting up EMS at a reasanable cost.

Challenges and opportunities for Viet Namese companies in
implementing the ISO 14000 series of standards

Inplementing ISO 14000 (mainly ISO 14001 and ISO 14004) in most
Viet Namese corpenies, especially in QVEs, is a difficult task. Mery com-
panies do not see the relevance of the scheme to their nommal business,
unless they are affected by regulations or business losses that might be
avoided by implementing the standard. The development and implemen-
tation of BMS is a daunting prospect to meny companies, with significant
implications in terms of both the long term manpower and financial re-
sources required. Getting started, however, isnot as diffiailt as may first
appear. The most important factor is commitment by the leadership to
inmplement erviramental policy and to reach targeted dojectives.
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STAMEQ experts did some analysis from a trade and development
point of view, of challenges and goportunities facing Viet Namese carpa-
nies, recently. It was anly a preliminary study, based an the result of sur-
veys of companies and other concerned people, ISO/TC207 papers and
docurentation, and other materials. The study focused only on ISO 14001
implementation. Because IS014000 is still new to most companies, the
use of enviromental menagement tools such as eco-labelling, life cycle
assessment, and envirommental performance evaluation are not yet mat-
ters of concern for these companies. These issues will be encountered
later, after the campanies have an BMS in place.

® Current status of ISO 14001

The response of firms to ISO 14001 in Viet Nam in comparison to
other developing Asian countries has been small. Compared to Taiwan,
South Korea, Japan, China and Malaysia, firms in Viet Nam have been
much less enthusiastic. At this stage, national companies play a passive
role, respanding to autside pressure rather than actively secking improve-
ment of their environmental and economic performence.

Joint ventures and companies owned outright by foreign inwvestors
(100 per cent  Foreign Divect Trvestment (FDI) aonpenies) find it easier to
meet the requirements of enviromental standards and to implement ISO
14001, but sreller darestic firms, egpecially SVEs, do not have the same
experience. General awareness of SMEs of ISO 14001 was found to be
low. They have meny difficulties arising fram lack of finence, skills, know-
how, and experience. Newer firms tend to find it easier to meet eviron-
mental standards and to implement ISO 14001 than older firms and SMES.

The possibility of demmnstrating conformity with legislation is an-
sidered to ke the most inportant notive for all husinesses, including SEs,
to achieve certification. Enviramental menagement systems are believed
to provide a means to efficiently meet mandatory standards as well as
intermatiasl ewviramatal legislarion. Unfartinetely, it is easier in theory
than in practice for many companies.

Only seven companies were certified to be in conformity with ISO
14001. All are joint venture or 100% foreign owned fimms. These compa-
nies sought certification in arder to improve their corporate imege interma-
ticnally as well as davestically. The table below shows the current status
of ISO 14001 certified companies in Viet Nam up to July 2000.
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Table 1. ISO 14001 Certified Companies in Viet Nam

Order  Name of company Iocatim Yeer of cartification  Certification body
1 Tee Kwarg Vina Co. Darng nai 1998 BBS Qelity Baletio
2 Toyota Viet Nem Co. Virhpue 1999 BVQL
3 Viet Nem Fujitsu Camputer
Prodict (o. Dorg rad 1999 BVQL
4 Ha Noi Daewoo Hotel Ha Noi. 2000 TWV (Germeny)
5 Sany Viet Nem Co. HM city 2000 BVQI
6 Saryo Viet Nam Household
Electrical ard Mechenical
Apliance . Dong nai 2000 Quacert/ses
7 Therg Long Industrial Zone  Ha Noi 2000 BVQL

Trade and investment effects of the ISO 14001 standard
Why do companies certify to ISO 14001?

The need to maintain and increase market share was viewed by
many developing country experts as the main reason why companies cer-
tify to IS0 14001. For transnational corporations (INCs) and large conpa-
nies this related to export merkets, whereas QVES were more specifically
concermned with domestic market share, including increased market op-
portunities as suppliers to TNCs. In addition, certification to ISO 14001
can be seen as demonstrating compliance with national environmental
legislation. Some TNCs liken ISO 14001 to global policy, adherence to
which creates a good image of the company to the public and to local
authorities. The idea of implementing supply chain envirormental man-
agement practices of TNCs has not yet been embraced by local compa-
nies in Viet Nam.

Foreign custamers are an important pressure group, demanding con-
formity with erviramental legislation and enviramentally friendly pro-
duction in general. However, intemational demerd is less important for
SMEs. In contrast, domestic consumer demand is not considered strong
enouch to influence business in general in favour of ISO 14001 certifica-
tion. Foreign pressure seems to be more important for larger companies,
whereas local demand is more important for SMEs. As a consequence,
SMEs see less need to implement an EMS. Low commercial returns make
the initial cost of implementing an EMS a disincentive for Qs to incur
that cost, corpared to larcer husinesses. There is little pramise that inple-
mentation alone will increase merket share for an QE. In comparison to
the arguments related to legal conpliance and custorer demand, strength-
ening market share is attributed relatively little importance for most of

these conmpanies.
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Deterrents to certification

The high costs attached to certification were viewed as a significant
deterrent to QEs, particularly for fimms in developing comntries such as
Viet Nam. However, some were of the view that the lack of technical
expertise and manpower was a greater stumbling block for SMEs than
certification costs. A lack of awareness of BVMS and ISO 14001 is particu-
larly prevalent among QEs in developing comtries. Export-oriented com-
panies demmnstrated greater awareness.

In Viet Nam the costs of certification are cansidered hich for com-
penies of all sizes, especially when the cost of a fareion certifier is amsid-
ered. The following costs for ISO 14001 certification in Viet Nam has
been sunmarized from several sources:

Table 2. osts of certification (in US dollars)

Catifictimbody Rate (men/day) Large company — Medium size company Small company
assessment cost  (9-10 meny/days)  (5-8 men/days) (2-4 men/days)

Foreign and 700-800 6.500 — 8.000 3.500 - 6.500 2.000 - 3.500
Tntemetiarl
Netiaml (Qecert) About 40% of

the fareign acst 2.500 - 3.200 1.400 - 2.600 USD 1.000 - 1.500

Companies consider the costs of setting up an envirommental man-
agement system to be a main deterrent. While carpanies have to increase
their costs in order to set and maintain the BMS, they dmn't see any inme-
diate economic benefits. The lack of capacity within a campany (both in
terms of knowledge and skills, and the need to import the know-how of
extermal amsultants) results in an increase in costs.

In Viet Nam, little evidence of intermational merket demend for EMS
certification by exporters was found. In local markets, consumer knowl-
edge of EMS or ISO 14001 is limited, so no pressure on producers from
that fraont was evident. Therefore, the perceived need for BMS certification
is still very low in comparison with other countries in the region, and
compared with the level of awareness of ISO 9000.

Proliferation of certification bodies ard the impact on the quality
o -

Experts noted that there is a proliferation of certification bodies at
the national, local and intermaticnal levels, and there was concern that
this would have a negative inmpact on the quality of certification, particu-
larly as sare of these agencies are not officially accredited. The Viet Namese
govermment is ooncermed about the increasing presence of foreign certifi-
cation bodies. It is estimated that about eight foreign and miltinational



40 GREENING TRADE IN VIET NAM

certification agencies for ISO 14001 are gperating in Viet Nambut anly a
few of the certification agencies are registered, and none of them accred-
ited (because the accreditation scheme for certification orgenizations is
not yet launched in Viet Nam) .

One natiaml certification agency (Quacert) was established recently
under STAMEQ. This underscores the need for training at the national
level of ewiramentally conpetent certifiers. This is a very inportant is-
sue because anly in this way the certification expenses can be reduced to
a minimum, thereby encouraging more companies to participate. As noted
doove, the expense of certification, is ae of the main reasms for the low
rate of canpanies certifying to ISO 14001.

Trade and investment impacts

Many experts shared the view that, as there has been little experi-
ence with inpleventation of EMS, it is too early to assess the extent of the
trade and investment impacts of ISO 14001. However, it was felt that the
inadequate participation of developing contries in standards develop-
ment might have a direct link with certain adverse trade effects that may
accarparty the use of IS0 14001. The lack of international accreditation
of local certification bodies in developing contries including Viet Nem
ocould also result in trade barriers. Many referred to the importance of
mutual recognition and equivalence in this regard. It was suggested that
the notion of trade barriers in the omtext of EMS needs further definition.

In relation to investment, it was suggested that, by enploying the
sane enviromental criteria both in operations at home and investments
abroad, T™Cs could otribute to raising enviramental menagement stan-
dards in host contries. Viet Nam can use these advantages to encourage
TNCs investing in Viet Nam to work towards this goal, so as to increase
the implementation of ISO 14001 in local compenies.

Benefits of implementing IS014001

A recent seminar, organized by STAMEQ for exchange of experi-
ences in implementation of ISO 14001 among pilot and interested compa-
nies, showed that the companies systemically implementing ISO 14001
recognize the specific enviramental benefits of implementing the stan-
dards. While the enviramental benefits are quite clear for the compenies
implementing ISO 14001, the market benefits of meeting ISO require-
MeNts are not as dovious.

Ervirommental benefits that companies gain from implementation of
15014001 are realized over the long term. Sore of the benefits recog-
nized by experts are as follows:

® Prevent pollution and reduce risk of enviramental accidents;
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B Better response to enviramental respansibilities and dbligations;

B Systematic improvement of envirommental performance;

B Increasing enviramental awareness and behaviour of staff;

® Good means for efficiently meeting mendatory standards; and

m The possibility of demmstrating conformity to legislation

® Tnplementatian, certification and accreditation issues
Implementation of the ISO 14001 standard

Overall, it wes felt that the implementation of the ISO 14001 stan-
dard was anly in its infancy. Sare comntries with existing national EMS
are still in the process of amalysing the benefits of I90 14001 as regprds its
impact on environmental performance of companies, while others were
more concerned with the impact that ISO 14001 may have on market
access gpportunities for developing comtries. While it was clearly stated
that IS0 standards are voluntary tools to ke used in the marketplace, om-
cerns were expressed that they may become de facto barriers to develop-

ing country exports.

Unfortunately, no accreditation body regpansible for the formal rec-
ognition of competent certifiers is yet established in Viet Nem. The anly
accreditation activity at present is laboratary accreditation, anrently car-
ried out under the Viet Nam Iaboratory Accreditation Scheme (VILAS) of
the Bureau of Accreditation (STAMHEQ) . It was also pointed out that ISO
14001 certification does not guarantee compliance with meeting certain
govermmental regulations for envirommental performence. ISO 14001 cer-
tification is only for meeting a management standard in which each com-
pany sets its own eviramental dojectives.

The role of the government was seen as important for implementing
BVS, although setting standards and accreditation are metters for the pri-
vate sector in many countries. There was a large convergence of views
that the voluntary use of EMS and government regulations were comple-
mentary, and that the wider use of EMS did not inply deregulation. While
recognizing the potential of EMS to help reduce the environmental im-
pacts of an argenization’s activities, it must be noted that at present, al-
though the Viet Nem goverrment has adopted a positive attitude towards
IS0 14001, the policies and concrete measures to be taken to encourage
its inmplementation are still under consideration by concermed goverrment
agencies. There was consensus that in any case, the use of ISO 14001
should remain voluntary.

Another matter that must be addressed by govermment is improper
advertising about certification, as savetimes ocours in the case of IS0 9000.
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The diffiailties ggpear to lie in the ladk of availability of corpetent
trainers, the lack of available information on ervirament related issues,
ard the lack of expertise and qualified workers in locally owned firms in
Viet Nam. Concermn was expressed with respect to the conflict of interest
that may arise in instances where a conparty offering auditing services is
also imvolved in training, cmsultation and even trading activities. There-
fore, it was suggested that a code of practice for auditors should be elakbo-
rated. The need for properly qualified auditors, including those having
enviramental expertise, was enghasized. A wide range of skills and knowl -
edge are needed for auditing.

Certification, Accreditation issues and Mutual recognition

Mitual recognition of certification bodies is needed to facilitate in-
temational trade. It was pointed cut that mutual recognition should be
based on criteria for certification bodies and accreditation systems. Mui-
tual recognition is not about harmmmizing implementation. A raticmale for
mutual recognition is that all certifying bodies certify to the same ISO
14000 standard. However, some were of the opinion that existing stan-
dards for certification bodies are insufficient as a kasis for mubual recooni-
tHo

Sare were concermed that willingness to engage in mutual recog-
nition agreements may be based an a deliberate attearpt to protect market
share. However, there was little enpirical evidence of ISO 14001 certifi-
cates being rejected by clients in developed countries. Same experts ex-
pressed aoncem over the dominant presence of intermatianal certifiers in
their dovestic market.

It was suggested that the development and adoption of a worldwide
accreditation logo, enabling naticmal certifiers to be recognized world-
wide, would provide the most appropriate solution in the future. This will
enable developing countries like Viet Nam to have more chance to join
not anly the intematianal merkets but also dovestic markets equally.

Qe of the targets for Viet Nam's integration into regiamal trade ac-
tivities for Viet Nam is to strengthen the capacity and infrastructure of
ratiaal certification, and work towerd perticipation in the Association of
South East Asian Nations (ASEAN) Mutual Recognition Agreements (MRAS) .
Leaders of ASEAN countries cutlined areas of concern in an ASEAN frame-
work agreement for MRAs, signed at the Ha Noi sumit in December
1998.

The aosts of huilding infrastructure for natiaal certification to IO
14001 may include:

B (ost of training (training for trainers) competent EMS and ISO 14000
series amsultants
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B (ost of training (training for trainers) eviramental auditors and lead
axditars
m (ost of information ypdating system (including training of experts) an
envirommental and ISO 14000 matters
B (st of assisting Netiamal Certification Pilot Program (for 3-5 corpenies)
with the assistance of intematiaml experts
The estimated costs of building basic certification infrastructure is

shown in the table below:

Teble 3. The estimated costs of building basic certification

infrastructire

No Adtivities raining Other expenses Amounts
expenses (equipment,
. -
eperts, ec )
1 Training of Gnsultants 20,000 USD 20,000 USD
(10 cnsultarts)
2 Training of Auditars and 25,000 USD 25,000 USD

lead Auditars (10 Auditors)

3 Informetion updating system 2,000 USD 4,000 USD 6,000 USD
4 Certification Pilct Program 5,000 USD 20,000 USD 25,000 USD

Tetal 76,000 USD
Case of SMEs

Reasans for SMEs certifying to ISO 14001

Most companies in Viet Nam are SMEs, so the implementation of
EMS IS0 14001 by these businesses is quite important for the country’s
sustainable development. The needs of SMEs in this regard are, as men-
tioned earlier, to maintain and increase market share, demonstrate com-
pliance with national enviramental legislation, and enhance corporate
imege. However, it must be noted that SVEs will certify to ISO 14001 not
because of perceived savings and lower costs, but rather as a respanse to
pressure fram custarers.

Needs of SMEs

Tt was noted that SMEs in both the developed and developing coun-
tries face meny similar difficulties with EMS and certifying to ISO 14001.
The main constraint faced by QEs is the high cost associated with inple-
menting and maintaining an EMS. Apart from the financial costs, SMEs
lack the necessary technical expertise and experience as well as humen
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resources and menagement time. In addition, there is a lack of awareness
of EMS and ISO 14001. Often Q/Es (particularly the smallest enterprises)
lack acoess to the necessary informetion, and lack resources to participate
in meetings related to the formilation of standards. Some felt that the
needs of MEs might not be adequately taken into account in the formila-
timn of IS0 standards.

Mnother view is that it would be counterproductive to develop a
separate standard for QVEs, as this could be discriminatory. It may be
more appropriate to have a single standard, but at the same time introduce
national support systems to assist MEs. Of course, Viet Nam's solution
must be appropriate to the contry’s particular enviramental prablens.

One of the main difficulties faced by SVEs in implementing an EMS
relate to lack of awareness of envircnmental issues and how to conduct
the initial erviramental assessment, devising appropriate policies and
programs to implement the EMS, the actual implementation of the EMS,
and. prablems related to enviramental auditing.

Tt must be noted that pressures on SMES to introduce menagerial
procedures to dotain IS0 14001 certification could detract from the ervi-
ramental dojectives of setting up an BVS.

Addressing the needs of SMEs

Althouch there are sore existing efforts for prawting information
flows to SMEs, such as the intention to use Viet Nam Chambers of Com-
merce and Industry (VCCI) as focal points and relying on moderm conmmui-
nicatio tools, it was also recognized thet these might be difficult for SEs.
Thus, there is a need to devise additional means to improve comunica-
tion flows to SEs.

Tt was noted that there should be increased cooperation between the
public and private sectors. Also, Es in Viet Nam could benefit from the
experience of QEs in other develgping countries (egpecially comtries in
the South-Fast Asia region), and in developed contries. Partnerships be-
tween QVFs in developing countries perhaps could also be encouraged. It
was also suggested that ™NCs could act as mentors in assisting QEs, as
well as in providing additiaal finencial resources for the perticipation of
SMEs in the development of EMS.

Conclusions

The potential of the ISO 14000 series of standards for preventing
pollution and accessing markets is becaming increasingly clear. There is
an inportant role to be played by these standards in designing a strategy to
achieve sustainability. Joint initiatives with other argenizations and gov-
ermment agencies in Viet Nam engaged in this field, such as STAMEQ,
NER, the ministries of Industry, Trade, Fisheries, and Agriculture and Ru-
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ral Develgoment, as well as institutions, trade wnians, industrial sectors,
TNCs, Viet Nam Chamber of Commerce and Industry (VCCI), and other
Ns, might accelerate this critical process. They should contribute and
oooperate with each other to disseminate, as widely and as homogenecusly
as possible, kasic informetion an BMS in order to overcore the difficulties
and challenges mentioned above, to guarantee a common ground for
achieving the opportunities for a fair development of worldwide trade,
and to avoid negative effects that may arise from an inadequate imple-
mentation of EMS in Viet Nam.

Recommendations

Because the IS0 14001 standard was only issued recently (Sept 1996)
and adopted as national standard in Viet Nam in 1997, more analysis and
experience is needed to fully understard its implications. There is also a
need to share experiences among companies, and particularly those where
there is still a general lack of awareness and understanding of the ISO
14000 standards.

It is recommended that there should be complementarity between
voluntary standards on BMS and regulatory measures. There is a consen-
sus in Viet Nam that ISO 14001 should not become mandatory.

Tt is important to emphesize the inportant contribution that interma-
tional standards can, in general, meke in facilitating intematiaal trade
ard the development process of developing countries. The importance of
enhancing the representation and effective participation of Viet Nam in
I0's work in general, including in the build-up to the revision of IS0’'s
BMS standards should also be recognised. This will require financial and
technical assistance as well as better ccordination at the national level
between STAMEQ as the national standards body, the govermment agen-
cies concermed, and other stakeholders. Therefore, MOSIE, as the lead-
ing govermment organization in conducting the envirormental campaign
ard assistance of industry in certain prablems of standards implementa-
tion and envirammental legislation, should recammend to the goverrment
the necessary policy and concrete measures to encourage the implemen-
tation of EMS ISO 14001 in Viet Nam.

Experts recognized that the IS0 14000 series of standards including
EMS and eco-labelling could have inplications for trade, particularly for
developing country exports. Whilst compliance with the ISO 14001 stan-
dard may enable certain companies to strengthen market positions, the
standard could act as a berrier to trade for conpenies that find it difficult
or costly to camply with the standard. In this regard, it is recommended
that appropriate attention should be paid to national implementation is-
sues as well as to intermatianal cooperation, to facilitate the implerenta-
tion of EMS in Viet Nam.
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Pressures on developing country suppliers to achieve ISO 14001
certification could result in barriers to trade ard/or detract fram the ewi-
rormental objectives of setting up an EMS. The Ministry of Trade may
wish to oonsider the possibility of further cogperation of companies in
developed countries with their suppliers in Viet Nam in the area of BVS
implementation. TNCs could play an important role in this regard.

Tt wes stressed that certification and accreditation should be fair and
rigorous to safeguard the credibility of the ISO 14001 certificate. There-
fore, Viet Nam should develop the necessary infrastructure to allow con-
formity assessment, certification and accreditation harmonized with inter-
national and regiaal activities in these areas. In doing so, the relevant
intermaticonal standards and guides should be followed. In this way possi-
bilities to increase domestic and extermal market share could be defined
for darestic certification bodies and onsultants, including through South-
South cooperation.

Tt was recognized that SVEs in both developed and developing coun-
tries may face significant omstraints in setting up and meintaining an EMS.
The need for positive incentives, including tedmical assistance is impor-
tant. Of equal importance is cooperation between large firmms and SVEs.
Similarly, coogperation between VEs, particularly those in the same sec-
tor and geographical area, could help to reduce the costs of EMS imple-
mentation.

Covermments in developing countries face several policy choices in
the context of EMS standards, such as whether or not to adopt a pilot
project approach, and whether or not to share part of the cost of EMS
implementation with the private sector. In any case, govermments could
play an inmportant role in providing an enabling envirament for the imple-
mentation of EMS, particularly in developing comtries, for exanple by
pravoting the creation of necessary infrastructure and legislation as well
as appropriate incentives. In this regard, govermment agencies need to
work together to determine the necessary steps to be taken, based an the
results and experiences gained through the current EMS pilot program.

Recent study has identified the requirements of national implemen-
tation of the ISO 14001 standard. These recommended actions include:

8 awareness building among the concerned stakeholders, especially
imdustry;

B identification of sources of and dissemination of information;

0 creation of infrastructure, and training of auditors and consult-
ats;

@ access to and transfer of environmentally sound technology

(clesrer productian) ;
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(e) assistance in developing and implementing EMS and related leg-
islatim; ad
(£) sugport for participatio in relevant fora and for sharing experdi-
ences with the inmplementation of BMS (through the EMS Pilot pro-
gram in 2000, ard other possibilities).

Other tools of ISO 14000 standards could be introduced in Viet Nam

In arder to encourage progress in this regard, the aporopriate policy
measures from the Government Agencies concerned needs to be elabo-
rated. Sore technical assistance for solving the legislative and market

diffiailties also neads to ke provided.
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CHAPTER 3

SURVEY REPORT ON THE IMPACTS OF QUALITY AND
ENVIRONMENT REQUIREMENTS ON VIET NAM’S
AGRICULTURE EXPORTS

By Ms. Tran Thi Thu Hang'
Multilateral Trade Policy Department, APEC - ASEM, Ministry of Trade

INTRODUCTION

Export form cne of the main pillars of the Viet Nam economy, ac-
oconting for up to 70% of the comtry’s @P, of which agricultural exports
are becoming more and more important.

With tough competition in the world market, exports are now a chal-
lenge for every comntry. Viet Nem has done its best to pave the way for its
exports, including by respanding to all kinds of trading requirements im-
posed by its importing pertrners. In this antext, the ability of Viet Nemese
producers and exporters to respond to enviromental requirements is im-
portant both to gain access to markets and to ensure enviramentally sourd
export growth.

Besides, economic integration is an ongoing process. In the course
of negotiating for accession to the World Trade Orgenization (WIO), par-
ticipating in the Association of South East Asian Nations (ASEAN) ard the
Asia Pacific Economic Cooperation (APEC), Viet Nam has to abide by a
large ninber of doligatians, including doligations relating to ewviramen-
tal measures. Such cdbligations impose certain pressure on Viet Namese
firms engaged in export business, carpelling them to adjust to meet new
requirements of importing countries, particularly requirements on ervi-
rament standards.

In addition, Viet Nam is member of key Multilateral Envirorment
Agreements (MEAs) that imply the need to implement environment com-
mitments in merny economic sectors.

In this cmtext, the Viet Namese Directorate for Standards arnd Qual-
ity, supported by the United Nations Development Program (UNDP) has
implemented International Standards Organisation 14000 in Viet Nam.
However, to oope with local challenges and to reach sustainability in ex-
port growth, further study on the impacts of enviramental requirements
on market access and export performence is needed. This survey was car-
ried cut towards that end.
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OBJECTIVES AND SCOPE OF SURVEY

The survey aims at identifying existing envirament-related impacts
that Viet Namese firms have been facing when exporting their products to
intermational merkets, and their plans to overcore those impacts. Due to
time omstraints, this survey will focus primerily an enterprises exporting
agricultural products in the following aontext:
1. Bxports of firm concermed
2. Main destinations of exports

3. Prdblems with Sanitary and Phytosanitary Measures (SPS) and technical
regulations imposed by importing countries

4. Prcblems with the conformity assessment policy of importing contries
5. Costs of meeting technical and envirommental standards required by
importing contries

6. Prablars with different treatment by importing contries vis-a-vis agri-
aultural exports of QEs and large-sized enterprises

7. Prablems with discrimination by importing countries against agricul-
tural exporting comntries
8. Adjustment plans of enterprises concermed to meet intemational stan-
dards and inporting countries’ requirements

METHODOLOGY

The survey was carried out an 25 enterprises irvolved in agricultural
exports, ranging from national corporations to small and medium sized-
enterprises (MEs) located throughout the contry (Ha Noi, Ho Chi Minh
city, High central land, central provinces, northem delta provinces, and
southerm delta provinces) . The enterprises surveyed are either mainly or
solely engaged in agricultural export, so their export prablems would ap-
ply to other agriailtiral exporters as well.

The survey was done in the form of a questicomaire. Interviews and
telephone communication exchanges have been made where needed.

GENERAL FINDINGS

® Most of the enterprises surveyed have very little knowledge of interma-
tional enviramental and technical regulations, even though they abide
by mary of their custarers’ quality requirements. For them, SPS require-
ments, envirament standards, teclnical regulations, product design and
packaging are all seen as matters of product quality. Sometimes, improv-
ing product quality is simply understood as increasing the use value of
products and packaging, not focusing specifically on envirament stan-
dards, SPS or other tecdnical aspects.
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m Al] enterprises onsider quality requirements by importing comtries to
be very high. However, there is no specific assessrent of the regulations
imposed (e.g. the relevance of those regulations, whether they are based
m scientific evidence or arbitrarily inmposed, etc.). They all do their best
to meet importers’ requirements.

m In the case of sare agricultural exports, the level of quality is interma-
tioally acospted but at a lower export price than quoted an intermaticnal
merkets, or lower than the export prices of foreign competitors. The sanple
cases are coffee beans, which are often sold at US $30 per tome lower
than quotes in the London market. Export prices of vegetables are offered
at about 20 per cent to 30 per cent lower than other foreign exporters’
prices.

m A large rumber of enterprises think that quality and other kind of re-
quirements of importing countries create impacts on their market access
in terms of delivery delay, extra transaction costs and oompliance costs.
Many agricultural products cammot get access to foreign markets due to
heavy importing regulations. Sore comtries have cited certain fruit dis-
eases in prohibiting exports from Viet Nam without providing ary scien-
tific evidence.

m Market diversification exists when access to a certain merket is too dif-
ficult. Diversification is usually oriented to markets that inpose lower re-
quirements, but trading conditions such as payments are more risky.

m SMEs tend to be hit hardest by those impacts as they often lack good
facilities for quality amtrol, testing and menagament. The costs of install-
ing quality control equipment range from several hundred thousands to
millions of US dollars.

® Quality requirements of importing comtries differ amog contries. Each
has its own standards, with the result that Viet Namese exporters have to
adapt to a serdes of different requivements. This fact in sare cases limits
the ability of exporting enterprises to exterd their merket reach, as their
production systems are not flexible enough to respand to all kinds of re-
quirements. Furthermore, they often camnot meet intensive investment
needs, usually conted in millions of dollars, in order to satisfy those
requirements. From industry association sources, we learn that costs of
upgrading investments are projected to reach $30 million USD for the
coffee industry and $90 million for the tea industry. Harmmizing import-
ing requirements to intermaticaal standards are strangly emphasized as an
effective way for business facilitarion.

m All enterprises see product quality as crucial for their corpetitiveness in
the world merket, and pay great attention to inmproving the quality of their
products. So far, the best way they have found of doing so is to adopt
advanced technologies and moderm quality management systems such as
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ISO 9000 (ISO 14000 has not yet penetrated the mainstream Viet Namese
SVE sector) . However, up to February 2000, only about four enterprises
in the agriciltural sector had been certified IS0 9000, of the total of 110
m Those surveyed generally have no information on MEAs or WIO regula-
tions related to envirament. The question of envirament is touched upm
under the agpect of protecting envirament in the production cycle (i.e.
waste menagement, air pollution control, workplace hygiene, etc.). All
entrepreneurs must show a certificate of enviromental readiness when
siomitting their request to set Up an enterprise, in order to demmstrate
their ability to deal with ervivament issues in their operatians.

B The enviramental measures taken vary from ane enterprise to another.
Sone enterprises create their own waste management and air pollution
ocontrol systems, while others import these services from abroad. How-
ever, in arder to enhance their productivity effectiveness and corpetitive-
ness, sare enterprises in cogperation with local authorities may voluntar-
ily uporade their waste management system. Furthermore, the govern-
ment has also issued an instruction that all enterprises include sound erwi-
ramental measures into their short or long term development plans.

® Awareness of the need to inmprove product quality was relatively preva-
lent amayg the enterprises surveyed. Priority is given to enhancing quality
itself (i.e. product taste and use value), increasing shelf life by adopting
appropriate post harvest processing and preservation measures. Inproving
the package of products is also seen as a priority in improving demend.

SPECIFIC PROBLEMS
1.Main exports
Agricultural exports of enterprises surveyed included:
Rice
Nuts: Groundnuts, cashew nuts
Beans: Green beans, coffee beans
Tea
Vegetables: fine herbs, cauliflower, garlic, shallots, barboo shoots,
taro, punpkin, lettuce, celery, mushroam, etc.
Spices: cirmmamon, anise, pepper, anian, garlic, ginger
Cammed fruits and vegetables: pineapple, lychee, ranmbutan, puree, cu-
curber, asparagus, egg plants
Fresh fruits: dragm fruit



52 GREENING TRADE IN VIET NAM

Dried and frozen fruits and vegetables: banana, pea, mengo, pineapple,
ococauit, longan, lychee, rambutan, sepodila, guava, sourscp, lime, ba-
nana and leguminous vegetables.

Other: Tapioca starches

The survey shows that merny categories of campetitive, mass-pro-
duced Viet Namese agricultural products are either not exported or ex-
ported below capacity (such as potatoes, tomatoes, seasanal vegetables
ard tropical fruits) for the following reasms:

m they can not travel overseas because of insufficient post harvest process-
irg facilities;

® prablens with access to certain markets;

® inporting contries place restrictions on importation; and

m lack of distribution charmels.

2. Main trading partners

Most Viet Namese agricultural exports are bound for the following desti-

retians:

Agia:  Singapore, Korea, Japan, Hongkong, China, Indonesia, Philip-
pines, Malaysia, Laos, Chinese Taipei

Burope: France, Gemrerty, Italy, Russia, countries of the former Soviet
Union

Middle East: Irag, Saudi Arabia
America: Unites States of America, Canada

The reach of Viet Namese agricultural exports has not yet extended
to Africa, neighbouring Asian contries or Westem Europe. Pacific Ocean
countries such as New Zealand and Australia are also beyand the reach of
most Viet Namese agricultural exports due to high SPS requirements.

3. Prablems with SPS and technical regulations

Carpliance with SPS and teclmical regulations is usually stipulated
in omtracts between inmporters and exporters. In most cases, agricultural
exports have to abide by relatively hicgh requirements imposed by import-
ing contries. Corpliance is certified through “Quality Certificates” is-
sued by different bodies. So far, the following certificates are needed:

B For rice, green beans ard other kinds of mits for export: certificate of
quality oontrol issued by the Plant SPS Department

B For vegetables, fruits (fresh, camed or dried) and other agricultural prod-
ucts: quality and SPS certificates issued by a designated body
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Importers of agricultural products from Viet Nam have to undergo
meny kinds of formaelities and quality oontrol in their hore contries. For
exanple, importers must have a letter of recomendation from the Minis-
ter of Agriculture or Agricultural Association (a professiaml orggnization
representing business camumity irwolved in agriculture trade and pro-
duction) if they went to import certain agricultural products from Viet
Nam. Those formalities discourage importers from doing business with
Viet Namese exporters. Furthemmore, in certain markets, most agricultural
inports are subject to licensing provisians. A license is not granted auto-
metically, and aporoval is not based an transparent criteria.

Sare countries require that imported agricultural products comply
with domestic laws and regulations, such as laws on protecting plants,
food safety, food additives and other kinds of standards accepted by the
Minister of Health. These laws are not always transparent, coherent or
available to foreign exporters, and are applied on an almost case-by-case
basis (in other words, they may differ from product to product and con-
sigment to consigmrent) . It seams that ordinary exporters, especially those
fran QEs, have difficulty in fully understanding the language of the requ-
latias.

Furthermore, imported products for domestic use must be labelled
in local languages with the following compulsory information:
® Name of the product

® Narme and address of importing comparny and its business registration
number

® Expiry date or menufacture date

B Weight, volume or quantity

® Main ingredients (at least five nust be gpacified)
® Use ard storage instructions

m Place for returning or exchanging goods

Labelling requirements are seen as costly becauge the label needs to
be designed separately for each single inporter.

Sare contries impose very hich quality standards (even higher than
intermatianal standards) an imported agricultural products, especially fresh
vegetables ard fruits. In ae way or another, high standards are reflected
in the following conditions comonly applied in developed countries
importing fresh fruits and vegetables fram South East Asian contries, in-
cluding Viet Nam. These conditians are applied not to the product itself,
but usually involve production and process methods (PPMs) .
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PRE-EXPORT PRECAUTIONS

B pre-harvest visits by an entamologist from the importing contry should
be plammed and field control practiced intensively throughout growing
seasons. When using pesticides and/or fungicides, due care should be
paid to post harvest residue prdolems

B Precautians as to harvesting, grading ard sorting, packing, loeding, etc:
for any type of fruits and vegetables, harvest goerations should be under-
taken in good weather conditians. Sorting operations should be oonducted
with the utmost care to eliminate pest- or disease-infected fruits and veg-
etables

® Freight containers and packaging materials should be checked before
loading for the possible presence of insect pests and disease
PHYTOSANITARY REQUIREMENTS
Area freedan certificatian

This certificatio stipulates procedures and caditions as agreed be-
tween two designated plant quarantine authorities in both importing and
exporting contries. The designated plant quarantine authority in the ex-
porting comtry must usually provide his comnterpart in the importing con-
try with the overall methodology to be used in the monitoring survey,
before the survey is actually administered. Sare importing countries re-
quire further detailed requirements; for exanple, the Australian Quaran-
tine Agency, while certifying for import of mengo fruit, requires a sanple
size that ensures that if Mango Pulp Weevil or Stemochetes frigidus (MPW)
is present in the production area with one percent or more of the trees
infested and 15 percent of the fruit infested per tree, the survey will detect
the pest 95 percent of the time. The methodology and the timing of the
survey will be agreed between local quarantine agency and the Australian
ane based an the biology of MPW and practical conditions in the areas to
be surveyed, including the rumber of trees and the varieties of mango in
each area.

Applicatian of import inspectian

In sare cases importers nmust submit a written “Application for Im-
port Inspectian” at least ae day prior to the arviving date of carrder vessel.
Seaurity of arigin

A designated Plant Quarantine Authority of the exporting country
nust have in place procedires to ensure fruits and vegetables for export to
those comntries are only sourced from inspected production areas. Pro-
duce must be packed securely ard their origin identified clearly before

being transgported to a registered treatment plant in the exporting comntry.
The procedires to ensure security of arigin are usually detailed in a Spe-
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cific Comodity Understanding (SCU) and will be audited and found sat-
isfactory by an authorized plant quarantine agency in the importing comn-
try kefore exports will be permitted.

Searrity an arrival at treatment centres

On arrival at the registered treatment centre in the exporting com-
try, an officer of the designated Plant Quarantine Authority to ensure that
integrity of the packages has not been compramised will check packages.
If the packages are acoepted they will be stored in a designated area away
fram other fruit to ensure their ardgin. Transfer of fruit/vegetable into treat-
ment trays will be done under the supervision of the designated Plant
Quarantine Authority. The treatment trays will be marked indicating that
the product is for export anly to the designated comtry. Products for other
destinations will not be treated in the same chanber at the sare time.

Treatment facilities mist be registered and approved by a designated
Plant Quarantine Authority of the importing comtry. The requirvements of
treatment facilities vary fram ane importing comtry to ancther. Agricul-
tural exporters can therefore anly equip themselves to a limited mumber
of treatment facilities ard inporting market requiraments. Those facilities
nust ustally be designed under the specific requirements of the importing
country, for exanple, prohibiting the entry of fruit flies into areas where
urpecked treated fruit is held, and providing thaet treated fruit be discherged
directly into insect-proof and secure packing rooms. The menagement of
the treatment facility will ke required to provide details of systams thet are
in place to ensure isolation and segregation from other products through-
out the treatment, packing, storage and transport stages before exports
comence. This will be audited for compliance with the requirements of
the designated Plant Quarentine Authority in the importing comtry in the
first export seasm, before exports will ke permitted.

After the initial seasm approval of the registered treatment centres,
the Plant Quarantine Authority in the importing country may require the
Plant Quarantine Authority in the exporting comtry to audit the facilities
at the begiming of each season to ensure that compliance with require-
ments before registration is renewed.

The designated Plant Quarantine Authority in the exporting contry
must ensure the following:
B registered treatment facilities are maintained in a condition that will
provide efficacy in treatment programs

m a1l aress are lygienically maintained (clesned daily of dameged, blemished
or infested fruit), the premises are maintained to exclude the entry of pests
fram autside, and to ensure treated and untreated products are kept apart
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m all measurement instruments are reqularly calibrated and records re-
tained far verification

m the movement of products, from the time of arrival at the registered
treatment centre through to the time of export is recorded

m the security of products is maintained at all times that product is an the
premises

® anly registered growers can provide their products for export.
Vapor heat treatment (VHT) requirements

The VHT treatment specified in the SOU has been assessed as effec-
tive agpinst all quarantire fruit flies.

2n gppropriate Plant Quarantine officer of exporting comntry using a
certified thermometer will calibrate VHT sensors. All certified thermom-
eters will be checked armuilly against a reference thermometer calibrated
by the appropriate matiawl standards authority.

The mumber and location of fruit sensors in each chanber will de-
pend an the meke and model of the treatment wnit specified in the SCU.

Sensors will be placed in fruit chosen from among the largest size
fruit in each charber load. Placement of probes within the chamber and
the methed to insert prabes will be specified within the SCU.

Treatment time will commence when the pulp core temperature of
all prdoe mmitored fruit reaches 46°C, ard this terperature will be main-
tained for 10 mirutes.

The designated Plant Quarantine Authority will ensure that aopies of
the data records of each treatment are forwarded to the Plant Quarantine
Authority of the importing comtry. This documentation will include the
Phytosanitary Certificate (PC) and import permit nurbers applicable to
that treatment. Information regarding the mode of caweyance and port of
entry will be included in the relevent sectians of the PC. This requirement
may be reviewed after ane season of gperation, to determine whether this

provides adequate control.
Packirng, starage arnd loading of treated fruit
The fruit or vegetable is to be packed in new cartons sealed with a

corpetent quarantine agency sticker or seal seaurely placed across the car-
ton gpening.  No urprocessed packing material of plant origin is to ke used.

A1l cartons will be marked with the name of the comntry of destina-
tion, labelled with packing date, registered packing house name or rm-
ber and registered treatment centre establishment name or rumber.

Fruit inspected and cleared by local quarantine agency for export
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must be packed, sealed and stored uder security, and segregated from all
other fruit in storage until lcading.
Inspection and Phytosanitary Certificatian

In inspection ‘lot’ can ke no greater than all fruits treated for export
on ane day from one registered treatment centre.

Designated technical expert and the resulting determinations, to-
cgether with the soarce, must identify intemal feeding insects foud in the
sanpled products and date of harvest, submitted to the importing quaren-
tine agency. No products are permitted to be exported to the importing
contry while identification is pending.

n arrival inspectian

m Designation of port of entry is gpplied for most inported fresh fruits ard
vegetables.

B n-arrival ingpection for quarantine pests will be carried aut by a desig-
nated Plant Quarantine Authority on each consignment, in accordance
with the sanmpling plan cutlined in the SCU. Products showing damage or
punctures may be cut for intermal examination.

B Tn additio to the ingpectio at ports of entry, sare propagating materi-
als are subjected to post-entry quarantine in order to check for pests and
diseases such as viruses that are not detectable by the ordinary import
inspection. Intensive examinations may be carried out by various tech-
niques such as inoculation test, plants, serological diagnosis, electron
microsoopy, etc.

Disinfectian ard destruction

When pest and/or disease are found during ingpection, disinfection
or destructim is to be uwdertaken. Methods of disinfection include:
® Fumigation with methyl bromide may sometimes injure the quality of
fruits trested,
® Air brushing,
® Tnsecticide treatment, and
® Sortirng.

Iy aonsigmment found to be infested will be refused entry, with the
options of re-export or destruction. Further shipping of the itemwill be

suspended until the cause far infestation is clarified ard the effective can-
termeasures are established.
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OTHER CONDITIONS FOR IMPORT

Usually, agreement to import fresh from a developing country would
require the following conditions:
m Products oare from registered export and packing facilities, which source
products fram, registered growers.

B An agreement such as a Specific Comodity Understanding (SCU) docu-
ment would need to be prepared between designated Plant Quarantine
Authorities in the importing and exporting countries, including an ap-
proved set of quarantine conditions and cperatianal procedures. Ay change
in import requirements would require the development of an amendment
to the SAU detailing agreed quarantine conditions and cperaticnal proce-
dures for ane of the above optins or equivalent gptians.

The oonditions for import would be reviewed at the end of the first
year of trade.

A list of potential pests and diseases associated with fresh fruits and
vegetables from Scuth East Asian countries and identified by certain im-
porting comtries is amexed.

Prablems with conformity assessment policy of importing countries

Most national corporations have their own quality menagement and
amtrol divisions. Some trading partrers (for certain transactians) recog-
nize those divisians and allow them to test and certify the quality of prod-
ucts exported. In sore other cases, exporters must acquire a quality -
formity certificate at a designated body such as the Viet Nam Quality
Control Agency (Vinacontrol) or even foreign laboratories. Service fees
charged by VINACONTROL depend on products, ranging from several
hundred VND (several dozen USD) to 5 million VND (about $350 USD) .
Sametime fees are calculated on a percentage of about 5 percent of the
aatract value.

Certain importing contries require that products imported to their
territories must dotain in advence certificates of quality issued by desig-
nated laboratories in their comntries. Those procedures often take time
and extra transaction costs. In some cases, a designated body in the ex-
porting contry mey issue certificates, but testing procedures nust follow
their instructions and quidelines strictly. They also lead to extra transac-
tion costs and delivery delays for Viet Namese exporters.

Sare inporting comtries require importers of agricultural products
to dbtain import licenses from certain nominated foreign banks in their
contries. These licenses are valid for only a short period of time and
usually granted to cormpenies with long business experience. In fact, the
short-term import license discourages importation because the importer
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hesitates to engage in a lang-term contract, which is seen as absolutely
necessary for agriaultural trade. Agricultural exporters ustally rely an layg
term aontracts to plan their production.

Decree rumoer 57/1998/NDCP provides detailed regulations on the
implementation of the Commercial Law on Export, Import, Processing
Goods and Agencies on Sale and Purchase of goods with foreign mer-
dhents. This decree exteands inport-export ridhts to all enterprises, e.g. the
number of exporting SMEs has increased considerably (from 187 in 1997
to 1020 in 1999) . However, most of them have difficulties in quality as-
sessment as they lack good quality control and assessment divisions with
moderm equipment. Getting quality certificates fram other bodies is seen
as time consuming and costly.

Cost of meeting technical and envirammental requirements

Al enterprises pay great attention to inmproving the quality of their
products. A popular method is the adoption of the ISO 9000 system. The
estimated cost of such an irvestment varies from ae enterprise to another
(depending on how good their productive infrastructure is and how much
teclmical assistance they need) . The cost for getting an IS0 9000 certifi-
cate ranges from US$ 5000 to US$ 15000. However, the costs for upgrad-
ing the infrastructure system of the company, improving the productive
menagement and training workers in order to meet ISO standards are much
higrer.

Many enterprises consider the trading requirements of importing
countries for agricultural products to be very high. Meeting these require-
ments is usually time oonsuming and costly (i.e. fines for delivery delay,
extra husiness aosts, fees for testing labarataries, lost ar udelivered goods
due to complicated import procedures, etc.). Some enterprises estimate
that extra business costs may account for up to 20 percent of the amtract,
resulting fram:

B Extra treastmet facilities;
B Extra documentation costs;
® Hiring more tenporary experts;
B Extra expenses for visits of experts; and
® Vulnerability of exported goods.
In addition, delivery delays ar rejection is as sericus as extra busi-
ness costs. It can result in broken cotracts, loss of business aonfidence
ad credibility.
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Discrimination between SVEs and large-sized enterprises

The survey shows that different enterprises exporting the save prod-
ucts to the same trading partners may be subject to different requirements
(for exanple, product of company X is required to have eco-labelling,
while the similar product of another compary is exenpted from such re-
quirenents) . However, this fact is not enough to justify the coclusion that
discriminatory treatment exists. More informmation about specific cases is
needed from importers, in order to draw more firm conclusions.

The gpplication of SPS and importing standards also shows that even
though there is no discrimination between SMEs and large sized enter-
prises, QVEs can hardly export agricultural products directly to inporters
because they lack the facilities to canply with both tedmical and proce-
dural requirements. The required extra 20 percent cantract fee is too much
for them.

Discrimination between exporting countries

The main discrimination foud is in the area of tariff rates. Some
importing camntries do not grant most favoured mation (MEN) tariff rates to
Viet Nam, therefore Viet Nam exports are less competitive in comparison
with other neighbouring comtries. If Viet Nem becores a member of the
WIO, this discrimination can ke removed. In addition, the fact of not yet
being a WIO menber restraing Viet Nam from taking part in WIO discus-
sions on trade of products subject to SPS and teclnmical standards. These
factors are partly attributable to the arrent difficulties for Viet Nem ex-

ports of agricultural products.

Tnporting comntries also usually classify their exporting partners by
certain SPS, eviramental and quality criteria. Viet Nam is excluded fram
sare preferential lists, therefore certain agricultural exports fram Viet Nem
to those markets are prohibited while those of other exporting comtries are
allowed. No justification from importing comtries has been shown so far.

Adjustment plans to meet internatiaonal standards and importing
countries’ requirements

Most etterprises ansider that intensive investment in quelity is crucial
to enhence their products’ quality and reduce the cost of quality conpliance.
Sare national corporatians think they should invest more in modem testing
equipment so that they can better ensure the quality of their exports.

Sare enterprises also plan to increase their knowledge an interna-
tional regulations by inviting experts to introduce and update information
in this sectar.

However, none of enterprises surveyed has made concrete budget
for such adjustment plans.
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PROPOSAL

211 etterprises enprasize their need to increase their products’ quality
ard to meet different requirements of their trading partners. Proposals have
been made in the following areas:

1. Free teclnical assistance in adopting ISO 9000 and 14000 systems.

2. Tedhmology transfer fram developed contries to help Viet Nam enter-
prises to improve their production quality and to upgrade their quality
omtrol equipment for better responding to product standards required by
inmporting comtries.

3. Organizing courses an intermational enviramental and teclnical stan-
dards for enterprises, including envirament-related trade rules under
MEAS.

4. Regular information on the importing requirements of major trading
partrers, especially amalysis and assessrents of those regulatians in light
of intematianl regulatians.

5. Intermational economic orgenizations and fora need to take actions to
harmonize different importing requirements with intermational standards
so that businesses, especially in developing comtries, cannore easily set
up their production systans intermatianally, not ruming up to different or
omfused standards of importing contries.
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ANNEX

Table 1. LIST OF COMMON PESTS AND DISEASES ASSOCIATED WITH
TROPICAL FRUITS AND VEGETABLES

(identified by sare importing contries)

Species Common Name
B Aleurocanthus woglumi citrus blackfly
B Bactrocera cucurbitae Melan fly
B Bactrocera occipitalis Pt fly
B Bactrocera philipgpinensis Enilippire fruit fly
B Chlumetia brevisigna twig borer
B Chlumetia transversa twig borer
B Fudocima fullonia fruit piercing moth
B Helgeeltis p. mosquito bug
B TIcerya seychellarum Seychelles fluted scale
B TIdiosogous clypealis Mango leafhopper
B Idiosogous nitidulus Leafthopper
B Mictis lawgicomis twig wilter
B Nephopterix sp. black borer
B Niphonoclea albata twig borer
B Niphonoclea capito twig borer
B Noorda albizonalis red-banded caterpillar
B Orgyia postica Oriental tussock moth
B DParasa lepida lue-striped rettle grub
B Pplanococcus 1ilacinus coffee mealybug
B Saissetia coffese helmet scale
B Stemochetus frigidus mango pulp weevil
B Sternochetus mangiferae mango seed weevil
B Thosea . shy caterpillar
B Thosea sinensis shy caterpillar
B Typhlocyba nigrabilineata mango hopper
B Cephaleurcs virescens alogl leaf spot
B Xanthomonas campestris pv.
Mangiferaeindicae bacterial black gpot
B Altemaria altemata alterraria ot
B (Cephaleuros virescens Kimze apl leaf spot
B Cercospora . leaf gt
B Cladosporium fulvum Cooke leaf mould
B (olletotridum sp. leaf anthracnose
B Corticium salmonicolor Berk. &
Br. (Syn. Erythricium salmnicolor
Br. & Broane) Bursdall pink disease
B Dipladia durionis Sac. & Syd. Dieback
B Fusicoccum sp. twig blight
B Meliola durionis Hansf. sooty mould
B Oidium nephelii Hadiwidjaja powdery mildew
B Restalotia . leaf soot
B Phomopsis . leaf spot
B Pyllosticta drianis lesf spot
| root rot, petch carker, fruit

Phytophthora palmivora (Butl.)
Buitler
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Rhizoctania solani
Septabasidium sp.

Aspergillus niger

Botrytis cinerea

(olletotrichum gloeosporioides
Cytosphaera mangiferae
Dothiorella dominicana
Dothiorella mangiferae

Elsince mangiferae

Erythricium salmonicolor
Geotrichum candidum
Guignardia mangiferae
Lasicdiplodia theobromae
Macrophoma luzonensis
Macrophomina phaseolina
Mucor circinelloides
Nattrassia margiferae

Oidium mangiferae

Penicillium spp.
Pestalotigpsis margiferae
Phoma glomerata

Phoma sorghina

Phomopsis mangiferae
Phytophthora nicotianae var . parasitica
Phytophthora palmivora
Rhizopus arrhizus

Rhizopus oryzae

Rhizopus stolanifer
Stemphylium vesicarium
Stigmina mangiferae
Hemicriconemoides mangiferae
Coccus .

Hemicentrus attenuatus Funkhouser.
Icerya g

Mudaria luteileprosa Holloway
Planococcus 1ilacinus Cockerell
Pseudococcus .

Remelana jangala ravata Moore
Saisettia .

Scirtothrips dorsalis Hood
Setora fletcheri Holloway
Spilosoma sp.

Suana concolor (Walker)
Syllepte deromata (F.)
Tetranychus fijiensis Hirst
Thrips coloratus Schmutz
Thrips hawaiiensis Morgan
Tirathaba ruptilinea Walker
Tiruvaca subcostalis (Walker)
Toxoptera aurantii Boyer de
Fonscolombe

Xyleborus fornicatus Eichhoff
Zeuzera coffeae Nietner

lesf fall, foliarkligt
felt fugus
black mould
blossam blight
anthracnose
stem end rot
stem end rot
stem end rot
mango scab
pink disease
Saur rot
pyllosticta vt
stem end rot
grey leaf spot
charaoal rot
MUCOr rot

stem end rot
powdery mildew
blue mould

grey leaf spot
phoma rot
phoma rot

stem end rot
phytophthora rot
phytophthora rot
rhizopus rot
rhizopus rot
transit rc
stemphylum rot
stigmina rot

scft scale

horned treehopper
stem scale insect
durian seed borer (DSB)
coffee mealybug
durian mealybug

fruit eating moth

scale insect
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CHAPTER 4

INTRODUCTION TO GENETIC RESOURCES &
TRADITIONAL KNOWLEDGE USE AND COMMECIALISATION
IN VIET NAM

By Prof. Le Quy An,
President, Viet Namese Association for the Conservation of Nature and
Environment

W ith its diverse climate and ecosystars including fertile plains, for-
ests and mountains, Viet Nem is endowed with a richmess of biodiversity,
comprising sare 275 species of mammals, 800 species of birds, 180 spe-
cies of reptiles, 80 species of anphibians, 2,500 species of fish and 5,500
species of insects. Viet Nam is also home to 12,000 plant species, of
which just 7,000 have been identified so far. As much as forty percent of
the flora may be endemic. Viet Nam is considered to be the world’s 16%-
richest comtry in terms of bicdiversity.

Between 1992 and 1994, three new mammal species were discov-
ered and described; another manmmel species was identified in 1997. Ac-
ocording to a press release from the Ha Noi Office of the World Conserva-
tion Union (IUCN), seven new plant species have been discovered in
Halong Bay, the World Heritage Site. All these new plant species are
endemic to Halong Bay, and are found nowhere else in the world.

While the new discoveries are exciting, marny other species are fac-
ing the danger of extinction with over 300 fauna and 350 flora listed as
endangered species in Viet Nam's Red Book [1] [2].

The national economy of Viet Nam depends largely on natural capi-
tal, egpecially natural resources. Agriculture still oocoupies a significant
portion of the Gross Dorestic Product (GDP), in comparison with other
carntries in the region:

Table 1. Distribution of GDP among sectors (%), 1998

Cantry Igriailtire Trdstry Services
Viet Nem %.8 2.5 41.7
Thailand 4.2 37.5 483
Indoesia 18.8 45.7 3.5
Prilippines 16.9 3.5 51.6

Singepore 0.1 35.3 64.6
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The use of biological resources plays a very important role in agri-
alture (including forestry ard fishery), for ensuring the life of the pacple
ard the food security of the natim.

Traditional crops and new hybrids are helping to increase food pro-
duction, the gross output of which reached 33.8 million tons in 1999.
Darmestic consumption amounts to only about 21 million tons.

In the health sector more than 3000 medicinal plants, with thou-
sards of applications, have been used by the population for centuries.
This peper will review the use, comercialisation and traditional
knowledge of plant genetic resources.
The use of traditional plant varieties ard the adaptation of
introduced varieties rely an scientific achievements and knowledge
of the pecple

thile the Kinh pecple (Viet Nam's largest naticnality occupying 85%
of the total population and distributed all over the comtry) are the main
actors in developing and maintaining rich agricultural diversity largely
based on wet rice farming, some 54 ethnic minorities living mostly in
mountainous areas are equally known as the primary creators and custo-
dians of agricultural biodiversity. A Tay farmer in Sm la province identi-
fied more than six wild yams in the forest and explained how to utilize
each species. He said that there are even more species of wild yams, but
grew tirved of describing the different dharacteristics of each. [3]

Indigencus and local comunities know how to use countless other
medicinal plants and natural products. Several thousards of plant species
are utilized for food, medicine, fodder, fibre and raw meterial. [3]

Most agricultural crops have been doresticated and cultivated for
mery years. A certain rinber of varieties are still growing in the wild.

The conservation, use, development and comercialisation of plant
varieties rely on research and developrent (RSD) activity, as well as the
productive practices of fammers. Mearmhile, traditiomal knowledge is com-
monly used and comrercialised to some extent.

Scientific research institutions and Uhiversities and tednical ool-
leges used to play a leading role in cooperating with local comunities
for collecting crop germplagms, and adapting new and introduced variet-
ies and hybrids. (See Amex: List of main Scientific Research Institutes
related to Genetic Resources and Plant Varieties) .

For exanple, during the period from 1983 to 1991, the Agricultural
Science Institute has collected 5,516 sanples of crops and wild plant va-
rieties related to 70 different species. Can tho thiversity’ s three year col-
lectim effort resulted in more than 800 collectians which brought its total
rice collectians to 1,800.
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In the framework of the “Conmmity plant genetic resources project,”
(FR) Can tho thiversity is also irvolved in the distrilbution of traditiaal
rice cultivars to farmers engaged in rice genetic resource onservation and
development. One hundred and twenty-five farmers in four provinces were
trained in seed conservation, selection methods and field documentation.
Five hundred and seventeen rice gpecies were distributed to these farmers.

The materials, which include pure line selection from populations,
were initially characterized and evaluated at Can tho University. These
were then distributed to the farmers for trials and doservations.

The materials given to the fammers were sorted out according to the
ecosystems where the seeds are to be grown. For exanple, 129 species
are planted in the Can Giuoc District of Long An Province. Because of the
salinity prablem in this district ard the rainfall pettem, the farmers in the
district acospted anly short-term meturing traditiamsl aultivers. In another
case, 136 medium-term species were managed by selected fammers in the
Ten Tru District of Long An Province. These selections were based on the
prevailing caditions of the district.

The cultivars are evaluated by farmers who choose, usually during
“Farmers Day”, aultivars to be subjected to further trials ar in a few cases,
seed multiplication. Field documentation is conducted by the farmers them-
selves. Can tho University provides them with a simple descriptive form.
Ruarther stages of the project are expected to carry aut research in varicus
areas, among which one relates to indigenous knowledge systems. This
research is aimed at conserving and strengthening farmers’ experiences,
traditions and knowledge in PGR conservation and development. It in-
cludes the docurentation of farmers’ experiences in seed selection, stor-
age, cultivation practices, planting meterial preparation, insect and dis-
ease aarrrol, bicdiversity and the analysis of the scientific basis of indig-
enous knowledge systems.

These examples show that there is an dovious need to establish a
partnership between Science and Technology (S&T) Institutions and Uni-
versities, and farmers. On one hand, the study and development of new
varieties or hybrids, and the introduction and adaptation of alien varieties
are mainly carried aut by these institutions in close cogperation with local
comnities as experimenters, evaluators and potential users. Such part-
nership is also needed for improving and developing traditional knowl-
edge an a more solid scientific footing.

But on the other hand, S&T Institutions and Universities often ben-
efit from indigenous wisdom in the conservation and utilization of BGR,
without ary cbvious payment or compensation to local conmmunities.

Sare S&T institutions contimue to produce and supply plant seeds,
but market based seed supply systems are developed and maintained by
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plant seed carpanies.

Sare regulation does exist for sharing benefits among varicus stake-
holders (see Part. IT below), but it warks more to the advarntace of plant breed-
ers, rather then to the local commnities owning traditional knowledge.

The use and camercialisation of indigenous/traditional knowledge

is realized in three ways (including the cases of crops and medicinal plants
ard practices surronding their use) :
a) Traditional use and sharing of knowledge. Agricultural practices often
become popular through the incremental and collective development of
indigenous arnd local knowledge, so that it is often difficult to identify a
particular person or group of persons as the inventor of a plant-based
traditional cure or useful crop variety, [4] (althouch local commities in
merty cases are the ultimate protectors and nirturers of biodiversity) .

Tt is quite similar with the traditianl use of medicinal plants. Most of
them became common and well known through usage and sharing. Dr.
Do Tat Loi produced the famous bock entitled “Medicinal Plants and Me-
dicinal Tngredients of Viet Na’ in which more than 800 plant species are
described with their biclogical and therapeautic dharacteristics. The use of
traditional knowledge, and oonsultation with eastem physicians and doc-
tor - herbalists, has permitted him to introduce hindreds of prescriptions
for treating mery diseases.

A popular feature, especially in rural areas, is the growth of mery
medicinal plants in family gardens and daily use by the population, for
exanple Paederia Tarentosa, Zingiber officinale, Sophora Japanica, etc.

Other medicinal plants have been doresticated or widely grown for
large-scale production, for example: Eleutherimme Subsphylla, Leawreus
heteraohyllus, Andrographis Paniculata. [3]

The armual harvest amounts of some medicinal plants can be very
high, for exanple: Angelica dahurica (157t (tanes)), Polygoum miltiflorum
(28t), Ligustiamwellichii (37t), and Coix lachryma-jdoi (178t).

Many plants can be used in curing common diseases, such as fever,
ocough, diarrhoea, and influenza.

Sometimes, the carbination of traditional and moderm medicines is
very helpful in treating sericus diseases, for exanple Artemisia armmua for
treating malaria, and Catharianthus roseus for treating blood cancer. Such
achievements are usually developed by S&T institutes and pharmaceutical
enterprises, the medicinal products of which are registered under their
own trademarks.

b) The miltiplication and production of seeds. This is usually done by
farmers, mostly for their own use, and partly for exchange. They have the
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implicit right to save seeds of new varieties for reproduction for subse-
quent use or exchange between them, without payment (royalty) to plant
breeders.

¢) Secrets. In the case of medicinal plants and traditianal thergpeutic meth-
ods, there are many cases in which the know-how still remains secret and
held by an individual. Some pecple hold information and knowledge about
a specific plant, its locality of growth, deracteristics, therapautic effects,
processing method, use for treatment, etc.
d) Variations. Inmost cases, as traditioml medicinal prescriptions usually
oxtain a large ruber of ingredients, varying according to the conditions
of the patient, ae plant can ke used in different prescriptions with verious
doses in carbination with other plants, so that there are meny prescrip-
tions handed down from ancestors. Such “no-patent-needed, informal-
but-recognized” knowledge helps its owner to gain income. The owner
ey be willing to share the product but not the secret itself. The owner is
reither willing to register ar to agoly far patenting because he/ghe is afraid
that the secret might be let an to other pecple.

In 1984, there was a decision of the Goverrment (No 317/CP, 15-9-
1984) on granting remuneration to pecple offering to meke traditional
prescriptions public, but the respanse was limited. Perhaps the proposed
remmeration appeared too modest, in comparison with the income to be
generated by traditional prescription to the “owner” of a prescription.

Mearmhile, the Govermment encourages and facilitates traditional
medical practice by promilgating several regulations, such as the ordi-
rance an “Private medical ard pharmaceutical professiaal activities” (26L/
CIN, 13-10-1993); the circular of the Ministry of Health dated 15-5-1993
a “Guiding the certification of gpeciality level m traditional pharmeceau-
tics” (05/BYT-TT); the decision of the Ministry of Health of 12-3-199% to
enact the “Statute an assessing the safety and effectiveness of traditicmal
medicines” (371/BYT-QD); and the decree on 24-1-1991 promulgating “
"Regulations on diagnosis and treatment by traditional medicine” (23/
HDBT) .

The Viet Namese Traditional Medicine Association is playing a very
active role in the comntry. By the decision 508/BYT-(D of the Ministry of
Health on 6-9-1989, it has also the right to hold clinics.

Tt is worth mentioning that this valuable knowledge is disappearing
at an alarming rate, together with the loss of landraces ard the destruction
of habitats. The deterioration of medicinal plant gpecies in general, and
precious ones especially, are due to large-scale deforestation and over
harvesting. An herbalist-woman of the Muong nationality in Hoa binh
Province sadly remarked that the disappearance of forests has caused the
loss of many medicinal plants, which cammot be found in tree plantation
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areas where fast growing species are cultivated. Her traditional knowl-
edge could not be transmitted to her descendants, because there are no
more plants to use. [3] The situation also illustrates the effects an both
biodiversity and traditional knowledge of inadequate natianal policy arnd
regulatian.

There still are very few legislative effarts to menage and cotrol
the use of genetic resources ard almost none an the protection of
traditional knowledge

In Viet Nam, the protection of biological dojects and methods origi-

nated similtanecusly with the protection of irvention, an the basis of the
Government Decree on “ Inmmovations for tectmical improvement and pro-
duction rationalisation and on inventions ” ( 31/CP, 23 — 1-1981), accord-
ing to which:
m Biological methods, including gene modification, are aonsidered irnwven-
tions and are protected as such; all regulatians an gpplication procedures,
protection requirements, protection form, and duration of protection of
these dojects are the sare as for irvention of other kinds.

® Sare biological dbjects as may be uged in agriculture (plant varieties,
animel species) are not amsidered as dojects of invention protection, but
can be protected similarly. However, the procedires for granting this type
of patents are somewhat different from the procedure for other kinds of

Protection requirements for plant varieties and animal gpecies are:
rovelty, stability, wnifomity and effectiveness.

Ipplications for protection of plant varieties and animel species are
to be lodged with the Ministry of Agriculture. Here, they are subject to
examination by the camission of varieties and species, which is respon-
sible for management of new species used in culturing and cultivating.
Applications are examined in procedures similar to that for invention ap-
plication. The duration of examination is eighteen months, begiming on

To date, about 30 certificates have been granted for plant and ani-
mel species, of which 27 are plant varieties (rice: fourteen, meize: six,
mulberry: two, sweet potato: two, tea: one, tamato: cne, peamut: one)
ard three animal species (pig: ane, silkworm: two) . The use of these spe-
cies in culturing practice, together with inported varieties and gpecies,
ontribute to the development of agriculture in Viet Nam.

The regime for the protection of plant varieties and animal species
seans to be autdated. The fact that anly the State has the exclusive right to
use varieties and species, and the author is granted anly a symbolic remu-
reration, suits anly a collectivised agriailture system inherent to a cantrally
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plamed ecoxany. In recent years, in parallel with the transition to a merket
econary, the dojective of farmers has been to produce agricultural goods,
ard the very species used in agriculture have becare a tradable good. In
order to encourage creative activity in generating new valuable species, the
sare prdolem as that of irvention in industry has to be solved.

Since plant and animal species are of a living nature, a conpletely
different situation to irmvention in cawentiaal industry, there should be
gpecific terms in the protection regime for these species.

Normelly, at the initial stage, the creator of a new species generates
only a certain rurber of individuals of the new species. From the source,
gpecies are miltiplied and sugplied to the users (farmers) . The dojective of
the users is to meke product fram the species dotained.

At times, however, the product of the species dbtained from the
creator becores a new specie, thus limiting the role of the creator to a
mere supplier. The more stable is the initial species and the easier the
multiplication of species, the greater is the possibility that the user will
alter the suplied species firther. Ridht after the fivst harvest, the creatar of
gpecies is already at risk of losing his position as sole supplier of such
species, meaning he will have little chance to benefit fram exploiting spe-
cies in future hervests.

Bs a preliminary adjustment to the situation, we could refer to the
Govermment Decree No 7-CP dated 5-2-1996 on seed varieties, raising
productivity and quality and speeding the multiplication of seed varieties,
in which :

a) The overall policy of the Govermment is to imvest for building up the
rational capacity in canserving, selecting, producing and carrying an the
business of sead vardeties. (Article 4).

b) Plant genetic resources are considered national property and menaged
by the State. All organizations and individuals are encouraged to pros-
pect, collect, preserve, urilize ard enrich genetic resources for the benefit
of the natianal econany and social welfare (Art. 8). The Ministry of Agri-
culture and Rural Development (MARD) is the main governmental body
respansible for the State menagement of seed varieties.

c) The State encourages ard protects the legal rights of all Viet Namese
and Foreign orgenizations and individuals in their scientific research and
business activities (Art.3) and facilitates intermatiaal cogperation (Art.13)
o seeds and breeder plants. Nevertheless, such activities should be 1i-
censed and put under the control of MARD (Art.14), and the technical
process strictly followed (Art.11).

d) Newly produced, selected ar imported seed varieties are subject to tests
or pilot production before recognition and larger use (Art. 9).



GREENING TRADE IN VIET NAM 71

e) Seed varieties as goods in the market should be sold under trademark,
alag with a certificate of quality. All illeggl and wnfair practices in pro-
duction ard trade of seed varieties are forbidden (Art.13).

f) The plant breeder owns the aopyright on new seed varieties (Art.10).

Decree No.7-CP provides a legal framework for seed variety man-
agement, but at the same time shows a shortcoming in protecting tradi-
tional knowledge and ensuring equitable sharing of benefits derived fram
itsuee.

Viet Nam has ratified the Covention on Biodiversity (CBD) ard is
preparing to join the World Trade Organization (WIO). These
associations imply the application of CBD and the Agreement on
Trade-Related Aspects of Intellectual Property Rights (TRIPs)

There is a need to understand the contents of CBD and TRIPs, ard to
seek a way of elaborating a matiaal legislative framework in this damain.

a) The three dojectives of the (BD are the conservation of biological di-
versity, the sustainable use of biological resources, ard the fair and equi-
table dharing of the benefits ardsing fram the use of geretic resarees (Art.1).
The Convention obliges members to take various steps to conserve
biocdiversity within their jurisdictions, emphasizing in situ oonservation
ard the role of traditianal lifestyles and local comnities (Art.8).

“Subject to its matiawl legislation, each Contracting Party shall re-
gpect, preserve and maintain knowledge, irmovations and practices of in-
digenous and local comunities embodying traditional lifestyles relevant
for the omservation and sustainable use of biological diversity and pro-
mote their wider application with the approval and involvement of the
holders of such knowledge, immovations and practices and encourage the
equitable sharing of the benefits arising fram the utilization of such knowl -
edoe, imovations and practices.”

While the (BD establishes the principle of fair and equitable sharing
of benefits derived from the use of genetic resaurces, specific measures to
facilitate benefit sharing are expected to be formilated at the national
level, as stated in Art.15: “Each Gatracting Partly shall take legislative,
administrative or policy measures with the aim of sharing in a fair and
equitable way the results of research and development and the benefit
arising fram the comercial and other utilizaticon of genetic resources”.

b) The TRIPs Agrearent extends the intermational trade regine to intellec-
tual property rights (IPRs) and doliges WIO marbers to provide at least a
gpecified level of protection to all the generally recognized forms of IFRs.

The TRIPs provisions seek to gldoalise the dominant patent para-
digm of developed countries at the expense of developing comntries, be-
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cause these provisions guarantee ownership rights to products mede in the
laboratories of developed contries, using the knowledge of indigenous
peoples and local comunities. Using this approach, anly the industrial
model of immovation is recognised. Mearmhile the cumilative collective
system of imovation of traditional comunities is excluded by definition
in the TRIPs provisians. [4]

c¢) In 1978, the Intermational Cawention for the Protection of New Variet-
ies of Plants (UPOV Convention) covered only the cammercial marketing
or sale of the protected variety’s propagating material. Farmers thus had
the “privilege” to use seeds derived from a first crop to plant a second
crop, without paying the plant breeders’ rights (PBRs) owner a second
royalty fee. But the amended 1991 UPOV Cavention theoretically extin-
guishes the farmers’ privilege by extending PERs to all uses (althoudh it
does allow menboer States to limit PERs in their natiawal legislation) .The
amended Cawentio also forbids the use of a protected variety to create a
new variety, if the newly created variety aotains virtually all of the arigi-
el variety's ges.

d) The workshop on Traditional Knowledge and Biological Diversity, held
in Madrid in Noverber, 1997, highlighted the need to clarify the relation-
ship between the WIO TRIPs Agreement and environmental conventions
dealing with compensation to, or benefit-sharing with local commnities
irvolved in bicdiversity conservation. [6]

e) Being aware of the conflicts between the CBD and the TRIPs Agree-
ment, specialists frommeny contries, especially from developing comn-
tries, have been carrying out studies for bridging the gaps between CBD
ard TRIPs. [5]

Table 2. Patenting in TRIPs: compulsory and optional exclusion.

Corpulsory exclusion Optiaal exclusion

B Trventions that are not new, donot B Diagnostic, therapeuric and surgical meth-

imvolve an irventive step, ar are incapeble ods for the treatment of huvens or animels.

of indstrial gplicrim. B Tventians, the prevention of the commer-
cial exploitarion of which is necessary to pro-

B Failure to disclose the Irventim ina tet ordre pblic armoElity.

mermer clear and carplete enough to B 2ninels and plats (including plart verdeties) .

ke carried aut by a persm skilled in the art. B Essentially biclogical processes for the pro-
ductim of plants ar aningls.

B Failure to provide informetion concerming
correspading foreign goplicatians and grants

Source: Graham Dutfield (5)



GREENING TRADE IN VIET NAM 73

A likely and feasible option for contries may be to incorporate in
natical patent laws all the exclusians allowed by TRIPs (Teble 1) .

There are also other proposals in defence of bicdiversity and indig-
enous knowledge. [5]

Mr. Gurdial Singh Nijjar has formilated a new definition of “imova-
tions” which includes ... derivatives which utilize the knowledge of in-
digencus pecples and local comunities in the comercialisation of amy
product as well as to a more sophisticated process for extracting, isolat-
ing, or synthesizing the active chamical in the biological extracts or can-
position used by the indigencus pecples”.

The comunity should be declared the “owner” of knowledge. It
should exercise complete control over the knowledge collectively, and
hold it in trust for themselves as well as future generations. The comu-
nity therefore holds this right as custodians or stewards ard it is thus held
in perpetuity. No use should be made of the knowledge, save with the
amnsent of the comunity that is the custodian of this knowledge. Ay use
of that knowledge should ke paid for by the user.

In Viet Nam, MARD is drafting legislation an the protection of new
plant varieties. Since the draft regulation is not examined and approved
vet, there is famel interpretation of its catents.

However, through workshops and discussions during the process of
its elaboration, it will be desirable to reamcile the anflict between
and TRIPs, for example by recognizing the rights of the patent holder and
at the same time, denying patents in different cases, such as: a) persaal
and non-cammercial use of seed varieties; b) using the product of the
harvest dotained by planting the protected variety, for propagating pur-
poses on ane’ s own holdings and ¢) using the protected material to de-
velop new varieties and for scientific research.

But it would ke necessary to mention that genetic resources are di-
verse according to their uses, and traditional knowledge are often be asso-
ciated with particular genetic resources.

While there are conflicts between the CBD and the TRIPs Agreeament,
existing intematianl legpl instrurents also provice a possible basis of fin-
damental principles upon which a national regulatory framework can be
preamised. For exanple, Agenda 21 ard the Forest Principles, with the addi-
tim of a few references to local omtrol over genetic resources associated
with traditicnal knowledge could ke used for that purpose. The 199 Inter-
naticnal Coverant on Boonomic, Social and Qultural Rights, the 1996 Inter-
national Covenant on Civil and Political Rights and the 1948 Universal
Declaration on Humen Rights [7] could also provide some guidance.
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e In the Philippines, the President’s Executive Order (PHO) was issued in
1995 for regulating biodiversity progpecting, which is defined as “the re-
search, oollection and utilisation of biclogical and genetic resources for
purposes of applying the knowledge derived there from to scientific ard/or
comercial purposes.” (President Executive Order Na 247, Appendix B) .

The PEO requires that all biodiversity prospecting should ke sibject
to the prior informed consent (PIC) of local and indigencus camunities.

e In Costa Rica, the Legislative Assarbly passed the Biodiversity Law in
1998, which is seen to date as the most ambitious and elaborate national
law to inplement the CBD. The overall dojective of the Law is to conserve
biodiversity, sustainably utilize resomrces ard distribute fairly the derived
benefits and costs. It covers a full range of issues, among which is the
protection of scientific and traditional biodiversity-related knowledge
through intellectual property rights and/ar sui gaeris systems.

Developing contries have to create effective sul generis protections
for plant varieties in 2000 (2006 for least developed countries) .

Viet Nem will need to take advantage of the grace period allowed by
TRIPs to devise appropriate IR laws aonforming to natianal interests.
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Annex

List of main Scientific Research Institutes related to Genetic
Resources ard Plant Varieties

Institute of Biotedmology

. Institute of Oceanography
. Institutes of Ecology and Biological Resources

. Institute of Materia Medica

Food Crops Research Institute

. National Institute of Animal Husbandry
. Viet Nem Agricultural Science Institute

Forest Science Institute of Viet Nem

. Institute of Agricultural Science of Scuth Viet Nam
. Q1 Long Delta Rice Research Institute

Rubber Research Institute

. Tea Research Institute

. Research Institute of Marine Products
14.
. Honey Bee Research Center
16.
17.
. Institute of Veterinary Medicine
. Institute of Agricultural Genetics

Maize Research Institute

Notiamel Institure for Soil and Fertilizers
Research Institute of Vegetable and Fruit
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CHAPTER 5

ENVIRONMENTAL IMPACT REVIEW OF WTO
AGREEMENTS —-THE CASE OF VIET NAM

By Dr. Nguyen Minh Tu,
and Ms. Vu Xuan Nguyet Hong,
Central Institute for Economic Management (CIEM), Ministry of
Planning and Investment

Introduction

V iet Nam launched an open economy in 1986 under the Viet Namese
Comunist Party’s “doimoi” program. This program has brought about
progressive economic performence for over the last ten years. One of the
main factors causing this economic success was Viet Nam's move to a
merket-oriented system and greater integration in multilateral talks. For
instance, Viet Nem has been a member of Association of Scutheast Asian
Nations (ASEAN) since 1995, joined Asia-Pacific Economic Cooperation
(APEC) in 1998, and is now actively negotiating for membership in the
World Trade Organization (WIO).

The govermment of Viet Nam has been well aware that integration
will bring about opportunities but at the sare time, will also create dal-
lenges for the country’s development. For exanple, integration enables
darestic businesses to access advanced teclmology and menagement skills,
provides favourable conditians for them to participate in world trade, ard
generates production quality and competitiveness. Integration, however,
creates higher competition pressures for Viet Namese firms in both foreign
and darestic merkets. It is necessary that Viet Nem cansider all possible
positive and negative impacts of integration in general and from WIO
menbership in particular.

This peper has been prepared by the authors following a request by
the United Nations Conference on Trade and Development (UNCIAD) for
input to a United Nations Development Program project report, which
focuses on the possible envirommental effects of WIO agreements an Viet
Nam' s goods and services.

The paper ontains four sections. The first section presents a sum-
mery of the integration process of Viet Nam during the last decade, which
has been revealed in a policy of greater cpermess, foreign direct irwvest-
ment (FDI) promotion measures, and participation in several regional and
intemational orgenisations and agreaments. This section also gives evi-
dence of impacts of this process on the econony in terms of trade expan-
sion and economic development. The second section includes an analysis
of the enviramental inmpacts of integration and a description of the pos-
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sible environmental impact when Viet Nam becomes a WIO member.
The trade and environmental impacts of integration and WIO member-
ship have been demonstrated in detail by way of some exanples in sec-
tion 3, where an analysis of impacts of WIO agreements in Viet Nam’'s
five major exporting industries was undertaken. The paper concludes by
meking proposals for further studies and armalyses of the possible erviran-
mental impacts of WIO agreements on Viet Nam’s economy .

I. Process of Intermational Integration of Viet Nam

In line with the comm trend of gldoalisation over the last decade,
Viet Nam has implemented a more open economic policy, gradually inte-
grating into the regianal and intermational econamy.

The expansion of intermational trade has been ane of the most impor-
tant factors in Viet Nam's economic growth. As shown in figure 1, the im-
pressive high growth rate during the period 1993-1996 in Viet Nam came
with substantial export growth. Viet Nam currently trades with more than
100 cantries in the world, with an average ammual export growth rate of 20
percent. In terms of its share of Gross Dovestic Product (@DP), export value
omtributes an important portion, which increased significantly: from 31
percent in 1990, to 36 percent in 1997, and 40 percent in 1999.

The more gpen econamic policy has created opportunities for Viet
Nam'’ s domestic products to reach the world merket. It has also helped in-
crease flows of foreign currencies, boosting imports of meterials necessary
for domestic fimms. It has also cotributed to the increasingly corpetitive
business envirament, that in tum promoting the competitiveness of Viet
Nam' s products, reducing production costs and creating additiamal jdos.

Figure 1: Economic and Foreign Trade Performance During 1991-1999

-
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After the GSO law on FDI promotion was promulgated in 1987,
there was a boost in FDI inflows. By 1999 Viet Nam had granted 2,670
FDI projects, with total legal capital of US$ 35 billion. Foreign irwvested
projects with more advanced technology and business management and
market access possibility have mede a considerable contribution to eco-
nomic growth, increased export revenue, and improved the quality of
“Made in Viet Nam” products.

The contribution of the FDI sector to GDP has grown rapidly, from
two percent in 1991 to seven and half percent in 1995, and up to 10.4 per
cent in 1999. Similarly, it omtributes an increasing share of exports: five
per cent, 22.8 per cent and 22.2 per cent in the same years. In addition,
FDI projects have helped to transfer advanced technology to Viet Nam,
including enviramental ly friendly tedmology. The FDI sector is attractive
to Viet Namese workers. At present, more than 300,000 Viet Namese
workers are enployed by FDI projects.®

Viet Naw's intermatianal integration process is also revealed in the
govenment’s effarts in negotiating for its participation in regiaal and in-
temational organisations during the last decade. After gaining member-
ship in the Intermational Maetary Fund (IMF) in 1993 and signing a coop-
eration framework agreement with the Eurcpean Union (EU) in 1995, Viet
Nam became a full member of ASEAN and joined ASEAN’s Free Trade
Area (AFTA) in 1996, a member of APEC in 1998, and succeeded in
negotiating a bilateral trade agreement with the United States of Averica
(U8A) and preparing conditions for joining the WIO. In doing so, it hopes
to enjoy more favourable caditians for expanding foreign trade activities,
and not to be isolated or discriminated against in intermational fora and
negotiations. It is important to note that Viet Nem has joined meny other
regional and intermational non-economic organisations involved in public
health care, sports, and enviramental protection. This has helped to in-
crease Viet Nam's prestige and position in intemational discussians, and
given Viet Nam greater access to the benefits of gldoal immovation.

In the integration process, Viet Nam hopes to gain the following
mein benefits:

e Help in mobilising foreign resources to accelerate economic growth
and reforms, and learm valuable lessons for the transition to a market
economy .

e Help in avoiding discrimination and unfair practices in intermational
trade. As a participent inmiltilateral orgenisations, Viet Nem has a forum
to 1ddoy for better treatment for economies in transition or for less-devel -
oped economies;

e Provide favourable conditions for expanding intermational trade, ex-
ploiting Viet Nam's comparative advantages of low wages and natural re-
sources and by promoting domestic markets at the same time. By promot-
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ing foreign irwvestment, Viet Nam can gain in terms of tedmology transfer,
in the industrialisation and modemisation of the comntry.

e Accelerate the process of economic structural change and adjustment
towards improving economic growth and economic efficiency. Integration
can also push economic reforms in a more market-oriented direction, and
towerds a more effective institurianal system.

Can Viet Nam realise these benefits? What dostacles does Viet Nam
face in the integration process? This question has been discussed widely
among govermment officials and policy-mekers. In these discussions, the
following themes are often repeated:

e First, Viet Nam enbarked on the integration course when the comntry
was at a very low level of development. Although GDP per capita grew
substantially during the last ten years, Viet Nem remains among the poor-
est comntries in the world and at the lowest developrent level among the
ASEAN countries (see Table 1). According to UNDP’s Human Develop-
ment Report 1999 Viet Nam was ranked 110% among 174 countries in
terms of the Human Development index (HDI), and at 51% among 92
contries in terms of per capita GDP.

e Second, Viet Nam's economic environment and competitiveness were
ranked 49% among 53 countries according to the World Economic Forum
(1999) . Products of major industries in Viet Nam have very low interma-
tional competitiveness (exospt for sare product groups where Viet Nam has
relatively static conpetitiveness such as rice, textiles, etc.). Industrial prod-
ucts are now largely protected by very hich import tariffs and produced in
the less competitive domestic envirament. More importantly, tariffs are

Table 1. Rank of Human Development Indicator (HDI) and Hunger
and Poverty Indicator (HPI) among ASEAN countries and China

Lagevity Mliterary School GDP per HDI HPT
{yeer) we enrolment pital Rank Rank
fperoat) e fperoat)  (PPRY)

Singapore 77.1 9.4 73 28,464 22 -
Malaysia 72.0 85.7 65 8,140 56 18
Thailard 68.8 A.7 59 6,690 67 29
Bniligoines 68.3 A.6 82 3,520 77 20
Indresia 65.1 85.0 (8 3,490 105 46
Viet Nam 67.4 9.9 62 1,630 110 51
Myanmar 60.1 83.6 55 1,199 128 55
Cambodia 53.4 66.0 61 1,290 137 -
Iaos 53.2 58.6 55 1,300 140 66
Chira 69.8 8.9 69 3,130 B 30

Source: UNDP, Human Development Report, Oxford University Press, 1999
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often adjusted in respase to requests by business enterprises, especially big
state-owned enterprises (SCEs) and sare joint ventures (JVs) with SCEs.
This proves that Viet Nam has to confront tough conditions when it gpoens
the econonmy and decides to integrate into the world merket.

e Third, tecdhnology and equipment in almost all industries of Viet Nam
are ane or even two generations dosolete compared with developed coun-
tries and newly-industrialized comtries (NICs) . While the davestic saving
rate of the econoy is still low (16 -17 per ot of P in recent years), it
will be difficult for Viet Nam to increase its product quality or reduce
production costs in order to be more competitive in the world markets;

e Fourth, Viet Nam is far behind mary comtries in the process of eco-
nomic integration. Potential domestic actors are still not efficiently
mobilised by a market system. In particular, many dorestic enterprises
ard firms are not yet aware of the integration trend, which requires them
to make use of new opportunities and prepare to confront challenges. This
will contirue to bring abaut great dostacles for their survival in the cotext
of gldvalisation. On the other side, the policy framework for economic
integration at the macro-level is not yet well formilated, samething that
will be very important in helping to push dorestic firms to compete in the
intermational merket.

e Fifth, Viet Nam is now in a transitional pericd towerds a merket econany.
This means that market mechanisms have not been fully developed and
well gpeerated, while the formerly centrally-aontrolled mechanisms remain
in place innery areas. It can be said that Viet Nem still has a dual ecaxy,
or as an expert from Harvard called it, a “dark and light economy”. In
order to become more integrated, Viet Nam must accelerate economic
reforms and develop its legal framework in accordance with the interma-
tioal ae (this includes the principles of non discrimination, transparent
policy, sufficient infomerion acquisition, etc.);

o Sixth, the legal framework of Viet Nam is underdeveloped, insufficient
ard less effective then it could be. Although the Natianal Assenbly of Viet
Nem promilgated several laws and regulations during the last ten years, a
lot of economic activities are not regulated at all (notably in services,
tedrology transfer, property ridhts, etc.). This is likely to creste prcolams
ard limit the intematicaal trade of Viet Namese goods ard services. It can
also lead to rent-seeking activities, which can cause hamm to the long
term interest of Viet Neam;

e Seventh, limited management skills of managers and poor knowledge
o the part of officials can be another dostacle in the process of integra-
tim. In intermatias] negotiation, this could limit Viet Nem's capebility to
push far its interests.

Tn order to prepare for further integration and to be more active in
this process, the Viet Namese government has been developing an inte-
gration agenda, including: 1) studying the experience of other countries in
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the process of integration; ii) developing an integration strategy for Viet
Nam; iii) accelerating the reform process; iv) preparmg and undertaking
steps in bilateral ard miltiratical negotiatians; v) irvolving businesses in
Viet Nam actively in the comntry’s integration process; and vi) providing
more information about integration, the gldoalisation process, etc? .
2. Eviramental Issues in the Integration Process and Possible
Environmental Impacts of WIO Agreements

2.1. Enviramental Issues in the Integration Process

The process of intermational integration in Viet Nem during the last
decade has brought about both positive and negative impacts on the erwvi-
rament. The following positive emvirvamental factors can be dbserved:

e Tharks to integration, especially FDI flows into Viet Nam, the comntry
has been accessing more envirammentally friendly and advanced technol-
ogy. Many FDI projects brought the most up-to date technology, which
terds to cause less pollution and use materials more effectively, particu-
larly in the information and commmication sector. According to recent
irvestigations, most FDI projects were required to have systeams for treat-
ing industrial wastes®.

e By participating in regional and intermational orgenisations, Viet Nem
can contribute its voice to ewiramental discussians, gain better access
to information, benefit from recent knowledge on envirommental protec-
tion and e more aware of the inter-relationship between trade and ervi-
romment . Through integration, Viet Nam can also gain experience from
other comntries in maintaining harmorny between increased intermational
trade and enviramental protection.

e Growing overseas development assistance (ODA) in environmental
protectio is another positive factor of the integration process. At present,
11 per cent of total ODA goes to so-called enviromental projects. This
helps Viet Nam in strengthening its envirommental protection and at the
sare time, to settle urgent enviramental issues such as industrial pollu-
tion, water resource quality improvement, envirormental protection in
coastal areas, forest rehabilitation, protection of endangered species, etc.

The intermatiaml integration process can increase costs as well. The
expansion of intemational trade during the last decade has brought alout
the following main envirvamental impacts:

e The main exports of Viet Nam are natural resources and semi-produced
products. The export share of processed goods accounted for only 40 per
cent in 1999, which is very low compared with other countries in the
region. Anong the main exports, in 1999 the crude oil export share was
17.5 per cent, the rice export share 9.6 per cent, marine products 8.5 per
cent, and coffee 6 per cent. Among processed goods, the export share of
textiles and garments was 14.6 per cent, footwear 12.2 per cent, and
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electranics and electrical gppliances 5 per cent of total exports. The fig-
ures indicate that intematianal trade in Viet Nem is based mainly an natu-
1al resource extraction. In the process of industrialisation and trade expan-
sion, there has been evidence of ewviramental impacts in sore sectors of
the economy where natural resources were over-exploited (for exanple,
deforestation, over-fishing, and soil ercsian) . ¢

o Tndustrial develooment and expansion of intermaticaal trade has brought
increasing industrial pollutio to Viet Nam, egpecially in industrial areas
ard large cities. The envirament has deteriorated amsiderably in Ha Noi
and Ho Chi Minh City during the last decade. Water pollution, air pollu-
tion, and solid wastes have had serious negative impacts an public health
in the most populated areas, where sare indicators of ewiramental quality
are several times higher than the accepted norms. Reasans for this situa-
tion, apart from expended economic activities, include other factors like
the high concentration of industries in meny areas; dosolete technology
and equipment; poor infrastructure; poor awareness among the popula-
tion about envirommental protection; poor city and industrial zane plan-
ning, rural to urben migration; higher consumption of goods, etc.

e Tmports to Viet Nam consist mainly of rew materials and semi-finished
products. Imported technology comes mainly from Asian countries. Asia
provides 65 -75 per cent of the value of total imports to Viet Nam. This
inplies that production technologies used in Viet Nem are not very ad-
vanoed. In the FDT sector, there were cases where instead of bringing their
most advanced and clean technology to Viet Nam, some foreign irwvestors
brought dosolete and polluting tedmology, already prohibited in their omn
contry. Another issue is illegal imports of used machinery or aut of date
products, sare of which have been prohibited for use in other contries.

e Intermaticnl integration, in the short nun, will cause Viet Neese enter-
prises difficulties in penetrating world merkets, egpacially those merkets re-
quiring high quality products at high enviramental standards. Meny devel -
oped contries apply very strict enviramental niles (called “green trade
barriers”) an imported products. This is a big dhellenge for Viet Nam, whose
dorestic products are already less competitive than those of other comtries
in the regian, and businesses face firencial diffiailties because of poor capi-
tal merkets to irvest in more enviramentally friendly tedmology.

e Viet Nam launched its open economy and integration policy when its
legal framework was still incomplete and law enforcement inadequate.
Weak govermment control and low supervision of regulatory implementa-
tion have caused envircnmental damage in many cases. For example,
during the last few years, govenment authorities disclosed several prac-
tices of illegal smuggling of rare and precious species and wanton forest
destruction irvolving govermment officials.

The issue of balancing trade and enviramental control in Viet Nam
has been discussed in many seminars and conferences organised by Viet
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Nanmese ard international orgenisations over the past few years. A recur-
ring finding is that emviramental regulations and institutions do not go
hand in hand with intemational trade policies. In merny cases, erviron-
mental regulations and measures were only implemented after economic
or trade activities had already caused serious enviramental costs. Sec-
ondly, although an enviramental protection law was promilgated in Viet
Nam in 1993, many of the necessary regulations (concerning environ-
mental monitoring systems, pollution charges, emviramental funds, envi-
romental menagement systems, etc.) have not yet been issued.

While integration is considered an indispensable process, Viet Nem
should properly consider the impacts it would cause to the economy,
including the enviramental impacts.

2.2. Possible Envircmmental Impacts of WIO Agreements on Viet Nam

This section examines the possible enviromental impacts of Viet
Nam joining the WIO. It should, however, be noted that the examination
is anly the starting point for further discussians and irvesticptians. Tt will
lock at the impacts at the macro rather than micro level.

The environmental impacts of WIO agreements can be seen in two
aspects: first, they can be caused by the increase in intemational trade
and second, WIO Agreements may have environmental aspects which
may in turm have effects on Viet Nam.

a) Possible enviramental inpacts fram a boam in intermatianal trade

Viet Nam would gain many benefits from being a WIO menber. For
exanple, first, Viet Namese businesses would enjoy low tariffs for imports
ard in turn, be able to reduce production costs, allowing them to expand
their export markets. Secand, export products and services would ke treated
equally with the products and services of other contries. Third, Viet Nem
would participate in negotiations and push for the benefits enjoyed by
other developing comtries. In other words, it is expected that Viet Nam's
intermational trade will experience a dramatic boom as a result of WIO
membership. However, this p