


b, Informal markets

Informal markets are spontaneous markets
that emerge in the newly urbanized residen-
tial areas or densely residential ones where
the existing formal markets have not fully
covered the need of a growing population.Itis
observed that in a densely populated area in
the city,a market facility serves the population
within a radius of 1-2 km, which is suitable to
be reached on foot.

These types of markets may include either
fixed stalls or stalls on the ground (this is
typical of markets in remote rural areas of
Southern Vietnam) or a combination of these.
These informal markets are prone to
government's plans of removal and clearance.

2. Stores and Shops

The most common type is household-run
stores "Tiem tap hoa” or small family stores
that are located in crowded residential areas
and sell a variety of dry goods and fresh food
(fruit, pasteurized milk, meat, fish, vegetables
etc) in small quantities. Owing to small space
and low investment, household-owned retail
shops are commonplace. This type of retail
trade was known to emerge since the late
19th century under the French Colony and
was owned by the Chinese (as discussed with
Mrs. Doan Le Phong, Vice Director of HCMC
Museum) as a component of a much larger
international trade system dominated by
Chinese traders. Since 1975, most of the
Chinese fled overseas and Vietnamese retail-
ers have been taking over this business, espe-
cially since 1990,

Another type is a larger shop “Cua hang" that
is more specialized in some commodities (e.g.
rice/paddy stores) and usually located in high
density areas. These shops are operated either
by an individual or by a company.

In addition, recently there has been the prolif-
eration of small shops selling specialties from
north Vietnam. These shops are readily identi-
fiable and very similar with their small spaces
and neat displays. This type of shop has
increased along with the number of northern-
ers residing in HCMC and an increasing
number of locals are also becoming
customers,

3. Street mobile vending (or hawkers)

Hawkers carry fruit or vegetables on bikes,
bicycles or tree-wheel carts “Xe ba banh” for
sale at every corner in residential areas. Most
of them are people migrating from the north
or from rural areas of the south. Street mobile
vending is very common in HCMC due to the
consumer’s preference for fresh food. As the
number of working women increases, their
time for buying is considerably reduced and
hawkers and nearby informal markets are
convenient for daily purchases for working
women (Cadilhon and Tam, 2004).

D. Modern distribution chains

These include supermarkets and hypermar-
kets, isolated or within trade centers; small
convenience shops and prepared-food
specialists that process products and sell
directly as well as indirectly.

1. Small convenience shops

This category includes the shops that are
located within or near expatriate residential
areas and selling foreign food. This type of
shops can be found on Le Thanh Ton street,
District | (Japanese food shops) or Tan Binh
District (Korean food shops). There are also
newly established 24- hour convenient stores
that are next to gasoline stations. Falling into
this type are specialty Citimart stores and 28
Co-op shops located in residential areas that
are small-scale, belong to the Federation of
Trade Co-operative and are upgraded with the
co-operative’s investment.

2. Prepared food specialists

These include domestic investors such as Sao
Viet Center, Saigon Vegfruco, Kinh Do Confec-
tionery Corporation, Duc Phat Bakery, Vissan,
Cau Tre, Vinamilk and foreign investors, for
instance Vinabiko-Kotobuki KFC, Lotteria,
Jobille, etc.

3. Supermarkets

Supermarkets have developed because food
hygiene at other sorts of shops had become a
growing concern especially in the city center.
Mowadays the modern retail sub-sector













(Interview with Ms. Nguyet, DoT on 09/05/05).

The second supermarket developed in HCMC
was Citimart, located at 235 Nguyen Van Cu,
District 5 in 1994, Its owners were two sisters -
Nguyen Thi Anh Hoa, Nguyen Thi Anh Hong
(Vietnam Economic Times, 2004a). Since 1996,
the two women have separated their business
into the two trade names of Citimart and
Maximark. This supermarket has stopped its
operation in 1996. Ms. Nguyen Thi Anh Hoa
has then opened her first own Citimart at
MguyenThi Minh Khai Street on 12th Jan 1996
and Ms. Nguyen Thi Anh Hong has also started
her operation with Maximark at 3/2 Street on
05 Jan 1996 (DoT, 2005)

In 1996, the first modern retail/entertainment
complex, Superbowl Vietnam, was established
near HCMC airport (Hagen, 2002). In the same
year, Saigon Federation of Trade Co-operatives
(Saigon Co.op) established their first super-
market -Co.op Mart Cong Quynh in HCMC.
Since then, Saigon Co.op has become the
largest local supermarket chain in South
Vietnam with 13 branches of which 11 are in
HCMC. Two years later (in 1998), Bourbon
Group, a leading French investor started its
supermarket operation under Cora trademark
that was then renamed Big C at the end of
2003.The state-owned Saigon Trading Corpo-
ration (SATRA) has penetrated modern distri-
bution networks in 1999 with Saigon Mart.
Metro Cash & Carry Vietnam -a German -
owned company- is a wholesaler with two
centres in HCMC in 2002, namely Metro An
Phu and Metro Binh Phu.

Even though some supermarkets have failed,
the number of supermarkets has steadily
increased, particularly since 1995 when
USA-VN relationships were normalized
{(Hagen, 2002) and foreign direct investment
was booming. According to Hagen, factors
contributing since 1985 to the growth of
supermarkets was the demand from increas-
ing numbers of expatriates, Viet Kieu and
middle classes. Other contributing factors
may have included knowledge transfer from
various sources such as foreign suppliers,
Government and non-government organiza-
tions, as well as direct foreign investment.

Supermarkets recorded in the report by
HCMC People's Committee in January 2002
amount to 28 supermarkets plus 7 trade

centers, while information provided under
Decision No.144A/2003/QB-UB by the HCMC
People’s Committee in December 2002
records

46 supermarkets:

- 16 supermarkets of grade 01;

- 11 supermarkets of grade 02;

- 19 supermarkets of grade 03;

- Plus 11 supermarkets located in trade
centers;

- Which makes a total of 57 supermarkets.

Of the 46 supermarkets, 37 are general {or
diversified) with a wide range of merchandise
and 9 specialized that include 2 supermarkets
involved in food. The remaining 7 specialized
supermarkets sell durable goods such as
home appliances, electronics, computer,
mobile phones.

In April 2005, HCMC had a total of 71 super-
markets, including 36 general and 35 special-
ized (DoT, 2005) at individual locations, plus
additional 7 supermarkets in trade centers -
totaling 82 supermarkets,

The operation areas of these general and
specialized supermarkets are respectively
144,220m? & 40,217 m?. There are 18 trade
centers comprising an area of 184,963 m?. Of
these 11 have supermarkets of which 4 have
already been included in the list of 36 general
supermarkets (Interview with Ms. Nguyet from
DoT on 09/05/05).

2. Ownership

Supermarkets in HCMC have mixed owner-
ship including private, state-owned, co-

operatives joint-venture and foreign-invested.
Most supermarkets are owned by Vietnamese
citizens. Four supermarkets (out of 71) are run
by foreign enterprises; two Metro Cash & Carry
and two Big C. Three supermarkets situated in
trade centers are joint ventures: Zen Plaza,
Thuan Kieu Plaza and Superbowl (DoT, 2005a).

3. Location

Eighty-five percent (70 out of 82) supermar-
kets are located in urban areas. There are only
7 general supermarkets and 5 specialized in
newly-urbanized districts. None of the super-
markets are located in suburban areas. Most
supermarkets have chosen to set in the







Supermarkets have recently expanded to
outer-urban areas where new districts have
emerged or to suburbs with a potential for
increased purchasing power. This trend has
resulted from either expansion of existing
supermarkets to meet demand or as an incen-
tive due to government palicy.

While Big-C and Metro Cash & Carry are
featured in suburbs prioritized under govern-
ment policy such as Metro An Phu (district 02)
and Metro Binh Phu (district 06)], Co.op Mart
targets consumers with increased purchasing
power in HCMC's suburbs. Transferring the 10
inner-city wholesale markets to 3 suburbs also
reflects suburban economic development.

Virtual or internet-based supermarkets are
also increasing. Internet selling has been
popular in developed countries and is emerg-
ing in Asia, however in Vietnam, local markets
and face-to-face sales are still preferred.
Vietnam Data Communication company
(VDC) in association with Thien Phat company
opened Vietnam Cybermall (at
http://203.162.5.45/cybermall/index.asp) in
1998. This is the first E-supermarket in HCMC.

Other companies are joining e-commerce
activities.VDC located at
http://tienphong-vdc.com.vn;
http://vdcsieuthivnn.vn,
http://dvcshopping.vnn.vn and
http://eshop.vn-style.com;

Similar vendors are GOLmart at
http://www.golmart.com.vn,
http://goodsonline.com.vn;

Saigon Co.op
http://www.saigoncoopvn.com,
http://www.saigon-Coop Mart.com,
http://www.saigonco-op.vn,
http://www.saigonCoop Mart.com.vn

4. Commodities

Superbowl and Minimart were the first places
that incorporated an entertainment concept
to their business, when in 1996 they allocated
floor space for activities including bowling
and gaming such as snooker or video arcades.
Since then, several supermarkets such as
Co.op Marts, Maximart and Mien Dong, have
followed this lead.

There is also a change in the type of
commodities being sold. The percentage of

imported goods in supermarket has gradually
decreased, while domestic merchandise
increased from 30-50% in 1997-98;and to 70%
in 2000-04. Foodstuffs, textiles and clothing
totaled 85-90% of the goods for sale.

Many kinds of fresh and prepared foodstuffs
in supermarkets can now be kept in good
condition and increased availability of
vegetables and other agri-products are a
good example of increasing domestic product
{Mr. Nguyen Van Sang, Department of Domes-
tic Market Policy, Ministry of Trade on Saigon
Liberalization on 25th  August, 2004).
(Labourer Press, on 21st October, 2004).

While  supermarkets initially sourced
vegetables through wholesale markets, they
have now contracted suppliers such as farmer
groups and newly established agricultural
co-operatives as preferred suppliers. Since
2000 food safety - particularly of vegetables-
has been a growing concern. Supermarkets
have set their own standards and carefully
select sources of supply (see Component 3).
As a result, vegetables sold in supermarkets
have been improving in quality, safety and
presentation.

5. Some information on the Leading super-
markets

Co-op Mart chain

The leading supermarket in HCMC for a
number of years has been Saigon Co.op Mart
chain. In cooperation with Asia Commercial
Bank they launched in June 2003 a new
payment method via cell phones; Mobile-
Banking Service, as well as a website to
increase convenience to consumers by
providing a choice in the types of transactions
available.

Co-op Mart, with 13 supermarkets has
become increasingly popular and accounts
for around 50% of total market share in HCMC.
With over 50,000 products, they represent the
third supermarket chain in terms of product
range, following Big-C and Metro Cash & Carry
(Nguyen Ngoc Hoa, 2003). Our recent study
(see Chapter 3) found that the price of
vegetables is generally lower in Co-op Mart,
Mien dong and Big C than in other supermar-
kets (see component 2) while a study from
2004 by the Vietnam Economic Times
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the differences in prices between super-
rmarkets were not significant except for Metro
Cash & Carry which is 10-20% cheaper than
other supermarkets due to bulk sales.

The success of Saigon Co-op might be due to
the support, consultancy and training offered
to Co.op Mart’s employees from The Swedish
Co-operative Centre, KF Project Centre, and
NTUC FairPrice Cooperative Centre. Their
location is always well-placed in busy inner-
city sites. And thirdly, Saigon Co-op always
pays attention to its customers’ needs. By
recognizing its customer's priority for clean
and safe food, especially fresh food, Co-op
Marts offers high quality vegetables, fish,
meat, and shrimp as well as additional services
such as free on-site clothing adjustment or
free gift wrapping. Co-op Mart has developed
and maintained a reputation for quality and
new outlets can easily attract hundreds of
customers.

To attract customers, Saigon Coop has always
looked for new producers and operates on a
low rate of profit, and offering competitive
prices with a team that monitors competitor's
pricing in HCMC (Interview with Ms. Luong
Thu Lieu in 2005).

In the Vietnam MNews of 12-10-2004, it was
suggested that local distribution companies
especially Maximark and Coop Mart have
profitability problems. The profit of Maximark
is 10% of value of sale compared with 20 to
30% for supermarkets in foreign countries.
Coop Mart faces heavy competition from
foreign companies, because it is a cooperative
and relies on capital investment financed from
its members.

Saigon Coop (HCMC Union of Trading Co-
operatives is a member of the Vietnam-Ho
Chi Minh City Co-operative Alliance (HCA) -
HCA is a body set up by provincial and city
governments under the control of the central
government. (Clause No 45 of Co-operative
Law by the Assembly - Socialist Republic of
Vietnam). The HCA has an executive commit-
tee, standing committee and control commit-
tee, and its membership includes retail
trading, services, transportation, industry,
agriculture and credit funds. HCA, 2005) (see
also the structure of HCA management in
Appendix 8).

Implementing policies of Government and
the HCMC People's Committee is one of HCA
obligations in collaboration with departments
such as Department of Trade and DARD. For
instance the HCA and the Department of
Trade recommends Coop Mart supermarkets
source their vegetables from areas under the
strategic development of HCMC - such as Cu
Chi (Interview with Ms. Nguyet - Department
of Trade's expert on supermarket on 09th May,
2005). (Decision No. 104/2002/QD-UB - 19-
09-02 by the HCMC People's Committee on
the development program of safe vegetables
in HCMC 2002-2005 (p. 6)).

The management of Saigon Coop - as a coop-
erative consists of a Board of Directors (Mr.
Nguyen Ngoc Hoa is currently the Managing
Director) and a Board of Management,
currently presided by Ms. Nguyen Thi Nghia
who is also the Vice —President of the HCA.

Disclosure of any conflict of interest is offered
to the Board of Management and the Board of
Directors at the general meeting of the mem-
bers.

Metro Cash & Carry

Metro Cash & Carry, a German-owned com-
pany has brought a new trading style to
Vietnam. Metro Cash & Carry's success in
Vietnam rests on the targeting a wide range of
customers, operating as a direct supplier and
having competitive prices with low transport
costs,

According to the country general director on
28/10/02, hotels, restaurants and catering
institutions make out over half of Metro Cash
& Carry turnover (Cadilhon, 2005). To win a
wide range of customers including caterers,
retailers, hotels, restaurants and small stores,
Metro Cash & Carry has collected information
on its targeted customers and then
researched their needs prior to starting
business. This list of customer’s has continu-
ously been updated.

Foodstuffs account for over 65% of Metro
Cash & Carry sales (according to the senior
manager in charge of company expansion on
17/05/04). Turnover for Metro Cash & Carry
Vietnam in 2003 was reported at over 100
million U5 dollars (Saigon Times Weekly
2004b). Fresh food in particular constitutes
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over 50% of total food turnover (according to
the country general director on 28/10/02) and
fruit and vegetable represent 13% of fresh
food sales (according to the senior buyer on
09/03/04).

Metro Cash & Carry tries to source and process
Vietnamese products to be more competitive.
The portion of domestic purchase in 2004 was
reported up to 95% in their total purchase
(interview with Ms. Nguyet — Department of
Trade's expert on 09/05/05). Low transport
and purchasing costs are made possible
through direct contracts with farmers.

The company's business model has shaken
other local traders by adding a competitive
element to distribution chains,and innovation
in terms of products and customer service. For
instance Metro Cash & Carry buys large
amounts of Vietnamese basa and tra fish for
export.With a chain of 475 supermarkets in 26
countries worldwide, Metro Cash & Carry has
now become one of the biggest customers for
Vietnamese catfish. Apart from trade activities,
Metro Cash & Carry in collaboration with a
German non-profit organization (DEG) has
invested 400,000 euros in ftraining local
farmers and in standardizing abattoirs
(Vietnam Economic Times on 7th June, 2004
and economic news on 3rd June 2004 on
www.saigonnetvn). After obtaining a
foothold in HCMC with two centers on the
edge of town (An Phu and Binh Phu), Metro
Cash & Carry expanded to Ha Noi in 2003, and
in Can Tho in 2004.

Metro Cash & Carry is expected to cover most
localities in Vietnam. According to Saigon
Times Weekly (2004b) and Cadilhon (2005),
total investment by Metro Cash & Carry in
Vietnam could reach 150 million euros and
cover a total of eight outlets. Metro Cash &
Carry currently employs 1,200 people with a
further 700 workers planned with the opening
of the two extra outlets in October 2004
(according to the senior training manager
interviewed by Jo Cadilhon on 20/02/04).

Big C

Since the first supermarket opened in 1998 in
Dong Nai province followed by the second in
HCMC in March 2001, Bourbon Group has now
three Big-C supermarkets in Vietnam, consist-
ing of two in HCMC located in the southern

and western gates into HCMC and one in
Hanoi.

Bourbon Group has large trading spaces,
product diversity and direct investment in
food processing. Bourbon is very confident in
the Vietnamese market, and plans to open five
trade centres in HCMC and neighboring prov-
inces over the next few years.

Food sales account for 50% of the company
turnover, fresh food for 30% of all food sales
and fruit and vegetable for 16% of fresh food
sales, With a strong emphasis on the fresh
food and bakery sections to attract customers,
the company strategy is to be consistently
cheaper than its competitors in the traditional
retail markets (according to the junior fresh
food buyer on 25/02/04 quoted in Cadilhon,
2005).

6. Concluding points on supermarkets

Though supermarkets have rapidly increased
in number, planning for locations has not
been well regulated. In the 24 districts in
HCMC, most supermarkets are located in the
six inner city districts. Better planning provi-
sions are needed as supermarkets extend into
the outer urban areas and suburbs (see
section on supermarket future expansion).
Supermarkets have improved customer
service as well as presentation, quality and
variety of stock - with locally made or
produced goods steadily increasing and
particularly fruit and vegetables.

7. Companies specializing in vegetables

Despite a lack of data about vegetable
producers, companies trading in safe
vegetables are recorded by the Departrment
of Agriculture and Rural Development (DARD)
of HCMC. These companies collect vegetables
from farmers / consolidators then either
distribute them to supermarkets and retail
shops or sell them to caterers such as those in
Industrial Zones, schools, hospital, hotels and
restaurants.

Currently, there are 15 companies in HCMC
dealing with safe vegetables (see Appendix
03) (DARD HCMC, 2004). Of the 15 companies,
there are only two companies directly selling
vegetables to consumers through their own
retail shops; Saigon VEGFRUCO and Sao Viet
Center.




These companies are required to register with
the DARD for the production of ‘safe
vegetables. This compulsory registration

helps the government to inspect the quality
and improve linkages between traders and
farmers (Duong Hoa Xo, 2003).

PROSPECTS OF SUPERMARKETS AND OTHER

DISTRIBUTION CHAINS

A. Supermarket future Expan-
sion

1. Number of supermarkets up to 2010

The authorities of Ho Chi Minh City have
approved a plan for building supermarkets
and trading centres from 2005-2010 (HCMC
People Committee's Decision MNo. 144/2003/
QD-UB 11-08-03).

By 2010, thirty eight supermarkets are
planned by HCMC People’s Committee includ-
ing 15 supermarkets of grade 1; 7 of grade 2;
and 16 of grade 3 (see Appendix 02). This
investment will total around 6.798,5 billion
VND for a total area of 152.920 square meters,
The number of supermarkets is planned to
increase by 83% between 2004 and 2010 from
46 to 84 especially grade 1 supermarkets (with
an increase of 94%), while grade 3 will grow by
84% (DPI, 20042 and b)

Government planning codes stipulate the
locations, capital required, and timeframe for
investrments. While some sectors are under
government monopoly, other investments
may be up for tender. This has been the case
for supermarkets and trade centers -
conversely however there has been a general
lack of interest from foreign or private inves-
tors for development of markets places (see
part IV.3, Decision No.559/QB-TTg),

2. Supermarket location

The HCMC People's Committee has plans to
develop many small and medium size super-
markets in the residential areas of the inner
city; by turning small convenience shops into
small-scale supermarkets, and to upgrade and
expand some modern supermarkets, Large-
scale supermarkets will be developed in
HCMC's suburbs and city margins to serve
wholesale operations. The more populated
areas in on the city margins will also have
access to medium size supermarkets. Medium
and large supermarkets will also be

developed in the city's new urban centers
such as An Phu, Thu Thiem, Phu My Hung, etc.

3. Public and private investment

The approved planing of supermarkets devel-
opment has been followed by a government
call for investment. Potential investors can
easily get information on intended removal or
clearing of existing market sites in residential
areas or expansion into new urbanized
locations.

Since the success of Metro Cash & Carry, super-
markets have attracted many foreign inves-
tors particularly in HCMC. At least two Asian
supermarket chains have expressed interest
(Vietham Economic Times, 2004). Saigon
Tourist is looking to collaborate with Parkson,
one of the biggest chains in Malaysia, and
plans to build a supermarket and trade centre
at the corner of Dong Khoi and Le Thanh Ton
streets in HCMC's centre. The Hong Kong food
and drugstore retailer Dairy Farm also wants
to invest in Ho Chi Minh City.

B. Market prospects
1. Number of markets up to 2010

In response to Decree MNo. 02/2003/NB-CP
(14-01-03) by the Prime Minister on market
administration and development, the HCMC
People’s Committee has implemented Deci-
sion 144A/2003/QD-UB (11-08-03) for city
market development where 116 new markets
will be built before 2010 and 229 informal
markets will be removed from 2003 to 2010
(see Table 32 and Appendix 1). The number of
formal markets will increase from 162 in 2004
to 272 markets in 2010, presenting a growth of
67.9%. The priority is for new markets to be
placed in suburbs and newly-urbanized
districts, with a planned growth rate of 130.5%
and 76.9% respectively from 2004 and 2010.
In the inner city, 76 of the existing 100 formal
markets will be upgraded.
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The development and management of
markets is regulated through Decree No.
02/2003/ND-CP 14-01-03 by the Prime Minis-
ter,and is the current policy related to organi-
zations and individuals participating in man-
agement, planning, developing, and upgrad-
ing and building markets.

This policy oversees regional planning and
synchronization. Markets must conform to
regional planning and take into account
residential areas, transport, and utilities such
as power and drainage. New constructions or
upgrading of an existing market must be
approved by the relevant authority and
comply with site regulations, fire fighting and
prevention rules, and lighting, drainage, venti-
lation, hygiene and environmental regula-
tions.

Under general direction of the Prime
Minister's Decision N0.559/QB-TTg on 31-05-
04 for market development to 2010, priority
has been placed in remote areas and areas
that face particular difficulties. Second priority
is for development of specialized and whole-
sale markets. Thirdly is for concurrent devel-
opment for various outlets (e.g. market, super-
rmarket, shops etc) in urban areas. Establishing
an agro-product market networks is also
detailed.

Further market regulation is detailed in Circu-
lar No. 06/2003/TT-BTM that concerns the
function, responsibility, jurisdiction and orga-
nization of the market’s management; and
Circular No.67/2003/TT-BTC for financial man-
agement.

The HCMC People’s Committee has formally
put forward its own measures in Decision
No.216/2004/QP-UB dated 15-09-04 on the
basis of Decree No.02/2003/NB-CP and Deci-
sion No.559/QB-TTg. Under this decision, legal
entities in Vietnam (except for foreign-owned
enterprises) are allowed to take part in the
bidding. The decision has also stipulated the
procedure and schedule for tendering, includ-
ing associated fees to take part in the tender.
This decision has however been limited to
grade 2 and grade 3 markets and more
detailed guidance from the government is still
needed.

2. Policy on Supermarkets

currently the only legal document on super-
markets. Supermarket standards and classifi-
cation are stipulated on the basis of sales area
and the number of merchandise items under
the guidance of the Department of Trade, with
the signage for their business in Vietnamese,
and if necessary in smaller size in a foreign
language. The decision also identifies super-
market planning permission; merchandise
and services, hygiene standards, pricing, and
the governance of supermarket operation.

In contrast with grade 1 markets, investment
information has not been included in the list
of preferential projects of the Decree
No.35/2002/NB-CP dated March 29th 2002.
This has discouraged potential investors in
this field. The HCMC People’s Committee has
listed supermarkets and trade centers as
preferential projects for investment. (DPI
HCMC, 2004). More details of preferential
treatment were expected in May 2004 but
have not yet been announced.

C. Policy on traffic and architec-
ture

Along with the socio-economic development
and urbanization, traffic security has been a
growing concern. The HCMC Committee has
annually detailed the program opposing
traffic jams in urban area in the Decision No.
37/2001/0b-UB  27-04-01, Decision No.
45/2002/QB-UB dated 03-05-02 and Decision
Mo, 277/2003/QB-UB 25-11-03 and Decision
No. 115/2004/QB-UB 27-04-04.

Regarding distribution chains, the decision
mentions the following objectives:

Improve trading order, to prevent an
increase in the number and operation size of
spontaneous markets

Implement the city's investment planning,
to make the best use of three wholesale
markets

Project the wholesale market system, to
arrange the operation of night markets so as
to reduce spontaneous markets that encroach
on roadways and pavements.

More enforceable are the two Decrees stipu-
lating in detail the implementation of Traffic
Law: Decree No. 14/2003/NB-CP and Decree
MNo. 15/2003/NB-CP 15-02-03 by the Prime
Minister. Under these decrees, the

Decision 1371/2004/QD-BTM (24-09-04) is

-----




government has prohibited trading operation
on the roadway and paverment on the ground
that it causes difficulty in the traffic and a loss
of the city's landscape. Penalties from 20,000
to 40,000 VND are applied for street vending.

The two above-mentioned decrees have been
further detailed under Decision No.
106/2003/Qb-UB 27-06-03 by the HCMC
People's Committee.

Other relevant decisions are:
- Instruction No. 02/2001/CT-UB 16-03-01 by
the HCMC People Committee on Implementa-
tion of 12 significant programs in 2001 — 2005
and urban traffic security program in 2001.
- Decision No.90/2001/Qb-UB dated October
05th 2001 for the whole program in 2001-
2005

Decision No. 37/2001/QB-UB dated April
27th 2001 for the implementation program in
2001

Decision No. 45 /2002/QB-UB dated May
03rd 2002 for the implementation program in
2002

Decision No.277/2003/QB-UB dated Now.
25th 2003 for the implementation program in
2003
- Decision No. 115/2004/Qb-UB dated April
27th 2004 for the implementation program in
2004
- Decision No. 106 /2003/0B-UB dated June
27th 2003 for the detail implementation of the
Decree No. 14/2003/NB-CP and Decree No.
15/2003/ND-CP dated Feb. 19th 2003 by the
Prime Minister
- "Orientation of residents’ trading habit
toward formal markets and supermarkets”
(Decision No. 90/2001/QBP-UB). Small traders
on the streets and pavements “get in the way
of the traffic and reduce the beauty of the
city”
- Application of the highest rate of penalty
(40,000 VND) for trading operation on the
roadway and pavement
- Prohibition of mobile sale by cart

D. Policy on food safety
1. Orientations on food safety

Based on the instructions listed below, the
HCMC People’s Committee has appointed the
Department of Health as accountable to the
government for the management of hygiene
and safety of foodstuffs, in coordination with

other relevant authorities.

- Ordinance No.12/2003/PL-UBTVQH11 26-
07-03 by the National Assembly,

- Instruction No.02/2002/CT-UB 21-01-02 and
- Instruction No.06/2003/CT-UB 21-03-03

The Department of Agriculture and Rural
Development of HCMC (DARD) is responsible
to conduct the program of safe vegetable
production and to promote marketing in
coordination with the Department of Trade.
The DARD (Plant Protection Division) is also in
charge of inspecting the quality of vegetable
production relating to pesticides and fertiliz-
ers and to collaborate with the Department of
Health to inspect vegetable gquality in whole-
sale and retail outlets.

The Department of Trade is mainly respon-
sible for controlling the packing and labeling
of goods traded at food outlets.

Government initiatives based on these
policies have improved the safety of food
distribution and made consumers more aware
of food safety issues. Consumers are increas-
ing their demand for foods of a high standard
at all retail outlets including supermarkets.

2. Policy on safe vegetables

The growing concern of the government for
food safety has resulted in Decision
No.67/1998-BNN-KHCN dated on April 28th
1998 on the temporary regulation of safe
vegetables in the whole country. HCMC
started its program in 1996 after the notice
No0.395/TB-UB dated April 24th 1996 and Deci-
sion Mo, 2598/0B-UB on the scheme of safe
vegetable production (DARD HCMC, 2003).
Under these programs, the safe vegetable
production has come into effect particularly in
Ap Dinh, Tan Phu Trung (Cu Chi district). The
Decision No.104/2002/QP-UB dated Sep. 19th
2002 and Decision No.136/2002/0B-UB dated
Nov. 22nd 2002 on the development program
of safe vegetables in HCMC in the period
2002-2005 cover not only production but also
trade promotion and the government
administrative management.

The HCMC DARD is responsible for coordinat-
ing the related formal institutions and provin-
cial departments to perform the program into
the three following aspects:




a. Development of safe vegetable production

It is oriented in suburban areas and further
enlargement through:

- Agricultural extension; training on farming
technique, use of pesticide and chemical
substance; support to equipment investment,
stable supply of seed and other related
policies;

- Implementation of the activities in selected
areas including Tan Phu Trung (Cu Chi district),
Tan Thoi Mhi, Xuan Thoi Son, Xuan Thoi
Thuong, Tan Hiep communes (Hoc Mon
district); Tan Quy Tay, Binh Chanh communes
(Binh Chanh district);

- Responsibility of research and transfer by
The Science and Technology Department of
HCMC in coordination with DARD, Universities
and other institutions.

b. Planning of trade promotion and supply of
safe vegetables in HCMC:

- Organization of safe vegetable trading
network in HCMC; investment in the agri-
product wholesale market, upgrading the
vegetable fixed retail outlets;

- Regarding tax exemption/reduction for
groups of farmers and cooperatives involved
in safe vegetable production, some projects
have been under consideration by HCMC
DRAD, Department of Trade and Department
of Finance;

- Setting a website on production and trade
of safe vegetables;

- The HCMC Department of Trade is in charge
of organizing safe vegetable trading network;
the HCMC DARD has the responsibility of
safety at the production stage.

¢. Enforcement of administrative control of safe
vegetables in HCMC:

- Monitoring and inspecting the farmer's
performance to certify vegetable quality;

- Under the direction of DARD, the Division of
Plant Protection is in charge of guiding and
inspecting the excess of pesticide use;

- The Department of Trade has to coordinate
with the city Department of Health to inspect
vegetables traded in wholesale markets,
markets, supermarkets and other ocutlets;

- Implementation of the government support
policies;

- The government has provided capital with
supporting interest rate from 4% to 7% per
year for agricultural production including safe
vegetables;

- Some measures have been in evaluation
such as tax exemption/reduction for group of
farmers, cooperatives involved in safe
vegetable production, support to farming
technigue and investment in equipments for
processing and transportation of safe
vegetables.

The enforcement of these decisions has accel-
erated the safe vegetables production and
trade. With the strict observation of hygiene at
the beginning, supermarkets have turned
more attractive to the city dwellers, thus
playing an important role in furnishing
vegetables and other food items.

3. Policies on cooperatives and contract
farming

Other relevant policies are the encourage-
ment of farming contract and pilot co-

operatives The former is regulated by Deci-
sion 80/2002/Qb-TTg dated June 24th 2002
by the Prime Minister and Circular No.
04/2003/TT-BTC dated 10th January 2003 by
the Ministry of Finance. Some incentives can
be listed as follows:

a. Investment in infrastructures

By linking areas supplying raw material,
processing and agri-products, the gowvern-
ment has given a top priority to investment in
infrastructures such as warehouses, electricity
system, market information system, wholesale
market system and so on. The needed capital
is contributed by producers and other key
players, If this contribution is insufficient, the
city/provincial People's Committee will addi-
tionally invest from local budget or such an
additional capital can be borrowed from the
government's credit fund with 0% interest
rate.

b. Supporting credit

The government has provided participants to
contract farming with credit from supporting
development fund (Quy ho tro phat trien). In
remote areas, the supporting interest rate is
only 3% per year. As for contract farming
performed by state-owned companies, the
government has supplied 30% working
capital to these projects.

The government has considered partly bear-
ing the loss of farmers involved in contract
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MAIN FINDINGS

(see table 37)

Poor consumers

Social policies in Vietnam do not address the
poor as “consumers; but instead, mainly as
“farmers” or “ethnic” categories via rural devel-
opment support programs. However social
policies have proved to be important in
decreasing poverty in recent years: 25% of
households were under the food poverty line
(less than 92%/cap/year for food expenditure)
in 1993, compared to 10% in 2002 (G50, 2004).
But these policies could be inappropriate for
the future, if we consider the social transfor-
mation occurring in urban areas (increasing
migration along with employment and
accommeodation problems).

Poor consumers are sensitive to change in
food distribution system. Mostly because food
represents a very high share (70%) of the
value of their consumption. And the urban
poor, having a low share of home production
(less than 4% of self consumption in urban
areas, 32% in rural ones) are much sensitive to
food prices variations. Now, after a period of
stability, food prices have begun to increase
since 2004: +17.7 % for the staple food, +
15.6% for the other foodstuffs, for the year
2004.

What could be the impact on these vulnerable
households of the modernizing the food
distribution system in Vietnam, and more
specifically of supermarkets development?

Share of supermarkets in poor households
purchasing practices

In Vietnam, the development of supermarkets
is still beginning. We assessed that supermar-
kets represent 0.8% of national food market in
2002, Their present strategy is to gain
customers among the middle or high income
classes, of the major cities of the country:
Hanoi, Ho Chi Minh, Da Nang, Hai Phong.
There is no supermarket in secondary cities
such as Moc Chau. This situation may be
considered as characteristic of the first stage
of the rise of supermarkets development
observed all over the world: “they begin in

upper-income niches in larges cities and
spread into middle-classes then to the poorer
consumer markets from larger cities to
secondary cities to towns, and from richer
urbanized zones to poorer and less urbanized
areas” (Reardon and Berdegue 2002).In Ho Chi
Minh City a supermarket chain has just been
set in a poor area.

Mowadays, in Ho Chi Minh City, supermarkets
are more numerous than in Hanoi
(respectively 71 and 55) but in proportion of
the population, Ho Chi Minh City is less
equipped (one supermarket for 78,000
dwellers in HCM City, but one for 55,000 in
Hanoi).

Mevertheless, households in Ho Chi Minh City
are more likely to shop in supermarkets than
in Hanoi (table 2):

In Hanoi, more than 60% of the poor house-
holds of our survey have never shopped in
supermarkets and only 2.7% shop there regu-
larly (from few times a month to few times a
week). Food expenditure in supermarkets only
accounts for 0.3% of the total food expendi-
ture recorded during the week of the survey in
poor households. Open air markets, formal or
informal, are still the main place for
purchasing food, in all households.

In Ho Chi Minh City, only 33% of the poor
households have never shopped in supermar-
kets (and 2% for non-poor households), and
38.5 % shop there regularly {(81.2% in non
poor households).

The higher use of supermarkets in Ho Chi
Minh is confirmed by other sources.

In Hanoi, regarding food purchased in super-
markets, poor consumers mainly buy
processed food, i.e., milk and dairy products,
instant noodle, canned food, and processed
meat (in Ho Chi Minh City, non poor house-
holds buy the same main products, plus
sweets).
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Limits for poor households shopping in
supermarkets

Prices, habits and distance are the main
reasons quoted by consumers for not
shopping in supermarkets.

Daily purchasing practices, importance of fresh-
ness. Many of the respondents have quoted
that they do not shop in supermarket because
this is “not in their habit’ But what do they
really mean? Poor households in Hanoi
purchase very often and for a small amount:
13 purchases a week, 17,000 dongs by
purchase. This might be linked to the limited
assets of the households (fridge, freezer) and
the inability to transport large quantities of
goods. But the importance of freshness for
Vietnamese consumers (confirmed by many
studies in Asia) might explain also this prac-
tice. Fresh food products are very importantin
the Vietnamese diet (especially vegetables)
and buying food daily is seen by consumers as
a guaranty of the freshness and safety of the
product (Figuié 2004). Consumers also show
some reluctance for refrigerated food.

Higher prices are another main reason quoted
by respondents to explain their low atten-
dance of supermarkets (and the price to pay
for parking). Food shortage can be important
in these households (29% of the poor house-
holds in Ho Chi Minh declare to suffer requ-
larly from food shortages, but only 2% in
Hanoi) and these consumers are highly
budget-conscious. Hanoi supermarkets have
higher prices than open air markets
(especially for vegetables +40% to +160%,
according to our survey). But in Ho Chi Minh
City a comparison of prices (for vegetables)
does not show much difference. In fact higher
prices may be related to the notion that, in a
way, supermarkets are not for poor people: the
shame quoted by some respondents in Ho Chi
Minh City for poor clothing when visiting
supermarkets and this common remark in
Hanoi “poor do not shop in supermarkets”
reflect this perception.

Proximity. Distance from home is another
main reason for not shopping in supermar-
kets. Poor households have a limited purchase
area (2 km radius in Quynh Mai, while the
nearest supermarket is at 2 km). This is partly
due to the lack of mean of transportation in
these poor househaolds. The question of

distance has to be related to the one of time
spending: time to park your motorbike
{whereas you can shop from your motorbike
in other outlets), to deposit your bag at the
security desk, to wait at the cashier. This is
important considering that 47% of the
persons in charge of food purchasing in our
study in Hanoi work more than 10 hours a day.
Distance must also be related to the question
of trust. Developing personal relationship
with retailers is important because this
ensures: (1) access to credit (one household
out of four in our Hanoi sample had borrowed
money to buy food during the month before
the survey) and (2) the guarantee not to be
misled on the quality of the goods bought:
“I've lived here a long time, | am well-known,
the traders cannot mislead me’ For poor
consumers, who cannot use high prices as a
signal of quality, this is particularly impor-
tant.

The potential of development of supermar-
kets

Poor consumers generally have a good opin-
ion of their primary food outlets (formal or
informal markets, shops). Supermarkets and
street vendors set themselves apart of this
global assessment, giving two specific and
opposite images: good price and fast service
but low quality of the products for street
vendors, compared to high guality but high
prices and extra time spent for supermarkets.

Supermarkets are mainly seen as a place of
high quality and trusted products (no fake
products). Even those who do not shop in
supermarkets have a very good opinion of this
retailing point. They do not express any
frustration for being excluded of this distribu-
tion channel. Supermarkets contribute to a
sort of "enchantment" characteristic of a
developing society of consumption: they
should not be assessed only in terms of utility
but they must also be viewed as places that
offer pleasure and dream:if it is not a place to
shop quickly, it is according to the respon-
dents a place of leisure, offering cool air,
playing ground for children (free of charge), or
more simply places to sit. Those who have
never been in supermarkets have heard about
them from friends and relatives and really
wish that they could visit one, one day.

Supermarkets symbolize the dream of access
to the society of consumption, after shortages




experienced in the past.

Impact of supermarkets development on
poor households

Assessing the impact of supermarket devel-
opment on poor consumers is quite difficult at
this early stage. Supermarkets are supposed
to benefit poor consumers in the second
stage of their implementation, when they
reach economies of scale that lower prices. But
prices are not the only economic problem,
access to credit is another one. Some private
initiatives in other countries aim at encourag-
ing access to supermarket for poor consumers
through credit facilities (such as the Yamada
supermarkets in Brazil who focuse on poor
workers from informal sector).

Shall we regret, from a perspective of social
development (and not from a commercial
one) that Viethamese poor consumers are
little integrated into the modern distribution
sector?

The results of our study relate back the ques-
tions of poor consumer’s access to super-
markets to the question of (1) the access to
food quality and (2) the impact of the formali-
sation of the food distribution sector.

Whether supermarkets really offer safer prod-
ucts, as consumers think, is still to be proven.
MNevertheless, supermarkets seem to be the
only actor in Vietnam able to improve the
quality of the goods offered to consumers,
compared with the weaknesses of the State to
impose public standards. Access to safe food is
a right for all consumers and health being a
public good, it should not be left only in the
hands of private actors. This suggests to
support the State in ensuring food safety for
all, and to support collective actions, such as
the one of producers or consumers associa-
tions.

The impact of supermarkets development
relates back also to the present State's effort to
formalise the Vietnamese food distribution
sector, where the informal economy is quite
important. Poor consumers use a large
number of complementary retailing points.
They worry about the process of formalizing
the food distribution sector which could
decrease the number of retail points and
increase prices, due to the taxes that vendors

have to pay (not even considering the impact
in terms of income for the poor invalved in the
informal food distribution system).

We should consider the possible negative
impacts of supermarkets development in a
longer term. Our literature review suggests
that the supermarket development should be
accompanied by policies which help reduce
the possible long-term negative impacts on
consumption, such as:

1. Possible increasing food prices as a conse-
guence of market concentration (Kinsey,
1998);

2. Food dependency and unbalanced trade
(through an increase of food importation, as
the declared objective of the Cochrane
program funded by USDA, Hagen 2002);

3. Decreasing number and diversity of food
retailing outlets (Wrigley and al, 2002);

4, Un-balanced diet (Tordoff, 2002);

5. Development of a culture of "retailtaine-
ment" (Badot and Dupuis, 2002) to the detri-
ment of practical knowledge about food
purchasing and other cultural activities.

This study suggests the necessity to build
policies in order to accompany supermarket
development considering consumer interests,
with the objective to avoid excessive concen-

tration, to keep a balance in the different
forms of outlets, and to enforce public quality
standards to ensure the right of everyone to
have access to safe food.
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