


suggests that supermarkets have little effect
on the poor as very few persons shop at
supermarkets, except young peoples with a
high income (Figuié and Truyen, infra). In Ho
Chi Minh City, the situation is quite different.
The development of supermarkets is more
advanced and supermarkets, after focusing in
a first stage on well-being households, are
now targeting different income levels. They
not only focus on non-food and processed
food but also on fresh food, fiercely compet-
ing with traditional retailers (Cadilhon and al,
2006). A survey in Ho Chi Minh City has
revealed that wvegetable consumers who
shopped at supermarkets were those who
were concerned about food safety (Cadilhon
and Giac Tam, 2004).

METHODOLOGY

Site Selection

District number 1 in Ho Chi Minh City was
selected as a place which has diversity of food
retail points including both traditional and
modern ones, There are ten wards in this
district. The Ward of Nguyen Cu Trinh was
chosen. This is a busy area, about 2 km away
from Ben Thanh Market. The total area is
76,000 sguare meters. The entire ward is
bordered by the boulevards of Tran Hung Dao,
Mguyen van Cu, Nguyen Thi Minh Khai and the
main road of Cong Quynh. Three supermar-
kets are concentrated in the western part of
the area (Cong Quynh Co-Op Mart, Hanoi
Supermarket and Citimart).In the East, there is
a network of old and well-known traditional
markets (Cau Muoi wholesale market, Nancy
market, Thai Binh market, Cau Kho market,
Cau Ong Lanh market, Co Giang market,
etc.).

Method of Data Collection

The poor households were selected randomly
from a list of 95 poor households provided by
the Ward's People Committee. Non-poor
households located in the same area were
then selected.

A number of 125 households were inter-
viewed, 8 were discarded due to data missing.
117 households remained of which 52 were
poor and 65 were non-poor.

This method of sampling was aimed to assure
that the difference in food purchase

The present study is conducted to assess how
the recent development of supermarkets in
Ho Chi Minh City has affected the poor
consumers’ choice of retailing outlets. The
method is based on a comparison between
poor and non-poor consumers shopping
behaviors.

The paper proceeds as follows: a first section
describes data and methods; a second section
describes the study site followed by a third
section on a socio-economic profile of the
households surveyed; a forth section exam-
ines the issue of food insecurity; section 5
describes the food purchasing practices. The
last part is devoted to conclusions and discus-
sions.

behaviors between the poor and the non-
poor was not affected by the distance
between their households and the food sale
points. The two traditional markets (Thai Binh
and So Rac markets) and the three supermar-
kets in place were about 50 - 200 meters apart
from one another, they tend to cluster at the
one end of the ward (See map 12).

Markets are concentrated on the eastern side
of the main road of Nguyen Trai, supermarkets
on the western side. The eastern side is also
the side where most of the poor households
are located.

The interview was carried out with the guid-
ance of the People’s Committee and Women
Union's members. We used the same struc-
tured questionnaire which was used in the
Hanoi survey. The interviewees were the ones
who were mainly responsible of purchasing
food for their families.

In addition, we present in annex a comparison
of wholesale prices and retail prices of fruits
and vegetables in different points.

Data Analysis.

Data was processed using Excel and SPSS
softwares.
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salers; direct supplies from farmers are
preferred because of the possibility to control
cultivation methods and farmers’ income, but
on the other hand, it may create logistical and
shortage problems compared to buying from
only wholesalers. The Federal Agricultural
Marketing Authority in Malaysia supports the
establishment of contracts between farmers
and supermarkets, especially through
dialogue, negotiation, extension services (but
the type of services provided is not specified),
and infrastructures for distribution centres
(including cold rooms). In 2004, 1,362 farmers
were involved in contract farming, including
405 fruit farmers and 616 vegetable farmers
(Julien, 2004).

3. Incomplete contracts

The dominant coordination mode in Africa
and Latin America appears to be regular
relationships: for instance, 80% of Shoprite
South African suppliers have been with them
for 12 years,and of the 300, they only delist 5-6
a year (Weatherspoon and Reardon, 2003).
These relationships entail informal commit-
ments on quality on the part of suppliers.
Formal contracts are rare. In a context of insta-
bility on supply, incomplete contracts with
possible negotiation of trade conditions like
prices and volumes are actually more adapted
than formal contracts (Brousseau and Fares,
1998). In Costa Rica, Hortifruti has contracts
with farmers, individual or groups (like the
Centro Agricola Cantonal gathering 250 small
farmers); these contracts specify volume, qual-
ity, safety standards and packing require-
ments, while prices are negotiated two weeks
after the harvest (Rondot et al, 2005).

Little is said about the relations of depen-
dence which contracts and integration agree-
ments may create for farmers. For India, it is
mentioned that the role of farmers is being
reduced to producers of raw material by
changing them into sub-contractors for food
companies and retail chains (KIT/RIMISP/IIED,
2004),

4, Constraining requirements

Several requirements make it difficult for small
farmers to supply supermarkets, and may lead
to their exclusion from supermarket supply,
and in the end from the economy as super-
markets gain the largest share in the total
market.

a. Requirements in terms of regular volume

Farmers in Malaysia have to deliver products
365 days a year (Singh, 2004); cheese farmers
in Northern Peru have to deliver cheese to
supermarkets everyday, while pineapple
growers have to supply 5,000 pineapples per
day, a requirement they cannot fulfil (Boucher,
2005)

b. Requirements in terms of quality

Quality promotion and certification strategies
are pushed by supermarkets, even though
they can develop outside of supermarket
development,

In China, all six interviewed supermarkets in
Sichuan sold pollution free vegetables, a stan-
dard of quality promoted by the government,
accounting for a range between 5 to 90% of
their total sales. The supermarkets select
suppliers whose vegetable production bases
are certified by the pollution free production
office at the provincial level. In-store quality
inspection is also done by the Provincial Qual-
ity Inspection Bureau. Carrefour hires a private
company for in-store quality inspection, and
another supermarket plans to invest in their
own lab (Zhang and al., 2004).

Private standards are developed by supermar-
kets as substitutes for missing or inadequate
public ones. They serve as tools in the compe-
tition with the informal sector by claiming
superior product quality attributes (Ménard
and Valceschini, 2005). In the case of Morroco
and Turkey, supermarkets have not yet devel-
oped their own strategy and are waiting for
the public authorities to develop standards
(Codron J.-M. Z. Bouhsina F. Fort E. Coudel and
A. Puech 2004); Rondot et al, 2005). In Micara-
gua, milk farmers have to provide sanitary
certification (Collion and Mendoza-Vidaurre,
2005).

[ Requirements in terms of investments
(these are linked to volume and quality require-
ments)

Evidence of exclusion of small-scale farmers is
provided by Reardon and Berdégué (2004) for
the dairy sector who record that more than
100,000 producers have been drawn out of
formal milk markets since the 1980s. This is
mainly due to the low prices of UHT milk sold
by supermarkets in parallel with private
investments in large-scale processing units.
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Supermarkets push suppliers into invest-
ments, e.g., trucks, cooling equipment and
packing. These investments are worth if they
make farmers enter the procurement lists of
supermarkets (Reardon and Berdégué, 2005).
In South Africa, producers selling to Fresh-
mark, a wholesaler supplying supermarkets
have to get involved in all post-harvest activi-
ties, i.e., washing, packing, labelling (Rondot et
al, 2005).

Yet in Nicaragua, a milk cooperative of 141
members was able to adapt to the require-
ments of supermarkets, in particular sanitary
certification, packaging with nutrient data
and purchase date (Collion and Mendoza-
Vidaurre 2005).Besides, for products for which
supermarkets have high demand compared
to supply, they are ready to share investment
costs with farmers. This is the case with pine-
apples in Morthern Peru where supermarkets
supply disinfectant and cardboard boxes to
farmers (Boucher, 2005).

Delays in payment (45-60 days after delivery is
the common pattern in Latin America; up to
90 days were imposed to cheese farmers by a
supermarket in MNorthern Peru (Boucher,
2005)) may create cash constraints for small-
scale farmers. Yet for pineapple in Peru, super-
markets pay farmers within 5 days, due to their
high demand of this product (Boucher,
2005).

d. Market instability

Market instability is created for suppliers as
supermarkets can shift procurement rapidly.
On the other hand, supermarkets can get
involved in contracts that guarantee more
stable prices for farmers as evidenced by
Cadilhon (2005).

e Decreasing prices offered to farmers

Oligopsonies may be detrimental in the long
run for consumers as well as suppliers as they
reduce the choices of outlets and leave the
suppliers with “take it or leave it” conditions.
Even wholesale markets can no longer play a
role in competitive access to markets as their
role is increasingly confined to a residual, low
quality markets. “The systematic coordination
of the supply chain using direct contracting,
rather than competitive pricing structures,
and the use of (or threat to use) imports,
allows retailers to regularize farmgate prices
against their precise targets of gross margins”

(Fox and Vorley, 2004, p.7). The UK competition
commission found an inverse correlation
between the retailer market share and the
price paid to suppliers.

Redistribution can be more tight because
shelf fees may be charged to suppliers. This is
mentioned by Singh (2004) for Malaysia:
supplier listing fee, promotional and advertis-
ing fees have to be supported by farmers. Also
for milk in Nicaragua, the cooperative has to
rent supermarket shelf space (Rondot et al,
2005); it is also quoted for cheese in Northern
Peru (Boucher, 2005). These fees are especially
developed in Europe, particularly in England:
listing fees (charging for shelf space for new
products), supplier rebates (discounts based
on the amount ordered or the time it takes to
sell an amount of product, overriders (supplier
gives back a percentage of sales if a certain
annual level of business is achieved), and
requests for promotion expenses (Fox and
Vorley, 2004).

For milk in Nicaragua, it is mentioned that
supermarkets provide lower prices than other
outlets, and that discounts of 10-15% have to
be made at Christmas time (while supermar-
kets keep a margin of 32%). In Northern Peru
(Cajamarca), in addition to shelf fees, produc-
ers have to accept 7 types of discounts, an
admission fee of 500 USD,and a first free deliv-
ery of 700 USD. These requirements, in addi-
tion to investments required for milk pasteuri-
zation, packaging and bar codes, plus the fact
that prices are lower than in markets and
specialized stores, explain that cheese farmers
have still not been successful in supplying
supermarkets (Boucher, 2005).

Yet supermarkets offer in some cases higher
prices to their suppliers: Dunghuan Group is a
professional vegetable supplier in Sichuan
{China) who pays farmers 5-10% higher prices
than the market prices. In Sichuan, supermar-
kets are ready to lose on the vegetable section
in order to attract new consumers, and they
sell vegetables 5 to 20% cheaper than those in
open markets (Zhang and al., 2004). Besides,
farmers appreciate the stability of prices guar-
anteed by supermarkets, both in China and in
Southern Vietnam (Zhang and al, 2004, Cadil-
hon, 2005).

In fact, the main advantages reported for
supermarket supply relate to secure prices
and volumes:this is the case for milk in Nicara-
gua (Rondot et al, 2004).

Some supermarkets are developing efforts in
terms of ethical remuneration of farmers, for




instance Co-op and Migros in Switzerland
have converted their bananas to ethically
sourced material (Fox and Vorley, 2004, p.9) .
Indicators of fairness (or justice) towards
suppliers are provided by Kumar (1986)
quoted by Fox and Vorley (2004):

- distributive justice: price received,
payment terms, distribution of costs, imposed
charges

- procedural justice: bilateral communi-
cation

Other quoted requirements of supermarkets
are:- Entering a formal system of invoices,
accounting and taxes

- High rate of product rejection
Changes transferred to farmers because of all
the quoted requirements in terms of quantity
and quality can be classified according to
categories of Berdégué (KIT/RIMISP/IIED,
2004): (i) technological; (i) managerial
(capacity to keep records for examination by
certification agencies); (iii) financial (for invest-
ments); (iv) organisational.

5. Varying impact according to prod-
ucts

Provision of “niche” products may be easier for
small-scale farmers with comparative advan-
tages in terms of location in a specific area,
traditional savoir-faire and/or low production
costs: vegetables are a typical product for
which small-scale farmers have an advantage
because of labor intensity, perishability and
seasonality which also restrains economies of
scale. In Colombia, palm hearts and beans
from Putumayo were promoted by Carrefour
as they represent specific local products
(Rondot et al, 2005).

6. Role of farmers’ organisations

The characteristics of family, small-scale
agriculture (large diversity of farming systems
and practices that results in diverse and non-

homogeneous agricultural products) are a
burden for supermarkets whose requirements
and standards are precise (Rondot et al, 2005).
There is therefore an important need and role
for intermediaries (wholesalers, farmers orga-
nizations, others) to connect farmers and
supermarkets and a window of opportunity
for agricultural producers to organize them-
selves, in particular to aggregate and match
supermarket demand for well qualified
agricultural products coming from a heteroof

geneous supply (Rondot et al, 2005).

Farmers’ organisations reduce transaction
costs implied by relationships with supermar-
kets because they centralize contracts with
lower transaction costs than would be the
case if separate contracts were negotiated
with each farmer and also because they
reduce risks of farmers contract default (peer
pressure, joint collateral, good communica-
tion within groups) (Coulter J. et al. 1997,
quoted by Rondot et al, 2005). They also
enable the investment in collective assets
(transport, storage, packaging) that may
answer the requirements of supermarkets in
terms of conditions of product delivery and
vertical integration.

These organizations are subject to a number
of conditions to operate well:

- a certain homogeneity in terms of
farm structure and product quality

- good accountability and manage-
ment; for instance, the veal cooperative in
Aveyron comprises a board of 11 directors and
33 field managers, acting on a voluntary basis;
for the cucumber cooperative in Turkey, 1% of
the sales serve to pay 5 employees, taxes and
office rental.

Examples of successful cooperatives supply-
ing supermarkets include the following:

- The Milk Cooperative in Nicaragua
made of 141 members, set in 1992, enabled to
ensure regular supply of UHT milk and
invested in packaging and quality certification
(Collion, Mendoza-Vidaurre, 2005)

- The Aveyron Veal Cooperative, with a
partnership with Auchan and Bigard Slaugh-
terhouses since 1995, enforces animal confor-
mation standards and ensures regular supply.
The cooperative, slaughterhouse and super-
market have set up a tripartite charter, and
have regular meetings to promote the prod-
uct,including visits of purchasers to the coop-
erative, and visits of farmers to the supermar-
ket (Bosc, 2005)

- The Cucumber Cooperative in lzmir
(Turkey), made of around 100 small cucumber
growers (around 2,000 m? each):it collectively
set prices based on auction prices collected
with mobile phones; it sells to supermarkets
through an intermediary in charge of trans-
port and contacts (Codron en al, 2004).

7. Need for public support

Successful examples of small-scale farmers
supplying supermarkets imply the assistance
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the public sector or NGOs in the following
directions:

- Technical training to reach quality
standards (Purranque cooperative in Chile
reported by Reardon and Berdégué, 2004) for:
processing, packaging, and developing
contacts with supermarkets (small-scale food
processors, Fabrica do Agricultor program in
Parana, Brazil; for quality control, logo devel-
opment and marketing in general in the case
of United Nations Program against illicit drugs
in Colombia in partnership with Carrefour
(Sautier, 2005)).

- Input credit

The investigation of tripartite arrangements
between banks, supermarkets and their
preferred suppliers is recommended by Shep-
herd (2004).

Other directions of policy support are
indicated below:

- Provision of infrastructures including
cold storage as distribution centres: see the
example of FAMA in Malaysia mentioned
before; it is also recommended that large
wholesale markets, like the ones in Bangkok,
supply logistics platform for smaller super-
market chains (Shepherd, 2004). In Korea, the
government has supported the National
Agricultural Cooperative Federation (NACF) to
develop modern wholesale food distribution
centers, which operate together with
cooperative-owned supermarket chain distri-
bution centers at the same location
(Shepherd, 2004). The example of pollution-
free vegetable areas in wholesale markets is
also  worth disseminating (Zhang and
al,2004).

- Favoring contacts and
between farmers and supermarkets
Besides their role in developing contracts
between farmers and supermarkets, FAMA in
Malaysia has also established a pilot demand
and supply virtual system to link farmers with
modern retail outlets.

- Promaoting fair trade

In addition to the release of the constraints
faced by small farmers, a positive approach is
to promote the unique values smallholder
producers can add, the sustainable competi-
tive approach as advocated by the Agrofair
Company which sells “fair bananas” to a
number of European supermarkets. The com-
pany is 50% owned by farmers, the other half
is owned by NGOs (KIT/RIMISP/IIED, 2004). The
companies face fragility as regards possible
competition with multinationals that can also

contracts

get involved in fair trade and organic goods;
also small farmers are not represented in the
definition of standards.

Impact of supermarket on traders

1. Impact on retailers

According to Reardon and Berdégué (2004),in
Latin America, supermarket development had
a positive influence on the modernization of
specialty shops and street fairs, while they
resulted in the recession of small traditional
stores and plaza markets.

2. Impact on wholesalers

Traditional wholesalers are excluded from the
supply of supermarkets due to a lack of stan-
dards and grades; hence supermarkets switch
to new wholesalers able of providing graded
products, or to direct procurement from farm-
ers (Reardon and Berdégué, 2005). Hortifruit in
Chile, is an example of new wholesaler with
stringent quantity and quality standards, it is
inspected by a third-party auditor based in
California. This wholesale company has
contracts with 500 fruit and vegetable farmers
in Costa Rica and 200 farmers in Nicaragua.
Professional wholesalers are also described in
the case of Sichuan (China) as companies
involved in direct farming or contracts with
government for farmers’ groups supervision,
and who invest in cleaning, grading, packag-
ing and trucks (without cool storage). One
wholesaler, the Dunghuan Group, is also
involved in direct delivery of consumers by
orders and state that this activity is more
profitable than supplying supermarkets
(Zhang, Yang and Fu, 2004).

Graded products and quality standards can be
termed as specific assets for which supermar-
kets need to develop specific relationships
with suppliers in line with predictions of trans-
action cost economics (Williamson, 1985).
Supermarkets develop their own distribution
centers which serve the supply of local outlets
and may serve for exports at the same time. In
China, all supermarkets with more than one
store have a procurement center for
vegetables which centralizes orders (Zhang,
Yang and Fu, 2004).




Concluding remarks

The processes of exclusion of the small
farmers from supermarket supply are quite
well explored by the literature, as well as, the
conditions for improved and more profitable
access to supermarkets, in particular, partici-

METHOD OF CASE STUDIES

For each case study, the framework of data
collection was as follows (see Tables 3 to 5 in
Chapter 1):

1. Literature review on the organization
and performance of the commadity chain

2. Estimating the impact on employ-
ment of the poor as traders of the different
distribution chains:

1. Making a census of all the retail
outlets where the products are sold
(supermarkets, quality shops and stalls, retail
markets, street vending).

2. Comprehensive census and position-
ing of all the supermarkets and markets
selling the selected products (in relation with
Component 1, in particular using the docu-
ments from the Departments of Trade of
Hanoi and Ho Chi Minh City which give a
census of the different points of wholesale
and retail trade in the two cities).

3. Enumeration of all the traders selling
the selected products in the identified
markets (wholesale and retail) with indication
of their functions (wholesalers, collectors,
retailers, hauliers) and a score of poverty
according to the nature of visible investments
in the business (nature of stall, transport
mode).

4, Estimation of the people employed by
supermarkets for fruit and vegetable distribu-
tion and their qualifications.

5. Selection of two districts in the city
(one with high density of traders, one with low
density) and enumeration of all the traders
selling the selected products in shops or as
street vendors with indication of a score of
poverty according to the nature of visible
investments in the business (nature of stall,
transport mode).

6. Synthesis on the number of the poor
employed in the marketing of the selected
products operating in the different outlets
(supermarkets, shops, wholesale markets,
retail markets, street vending).

pation in farmers’ organization; yet, these
appraisals are mainly qualitative; little is
known on the actual financial gains and
losses of the access to supermarkets for
small-scale farmers relative to other outlets,
which is certainly due to the delicate nature
of such information.

3. Tracing back the commodity chain
from selected DVCs in Hanoi and Ho Chi Minh
City up to selected production areas to iden-
tify the places of transaction, the different
marketing, processing, sorting and packaging
stages, and the different intermediaries. This
has been done through cascade interviews
starting from retail traders and continuing
with a sample of their suppliers and the
suppliers of the suppliers.

Estimating the share of the poor farms in the
supply of selected DVCs through interviews of
DVCs managers and farmers’ interviews, and,
reciprocally estimating the share of DVCs in
the marketing of the poor farms relative to
other - traditional - outlets, through farmers’
interviews

4, Analysis of the institutional factors
explaining the development of the marketing
of the selected products (provision of agricul-
tural services, promotion of new farmers'asso-
ciations, etc.), through group interviews with
province, district and commune leaders, as
well as key-informant farmers.

5. In-depth analysis of the patterns of
horizontal and vertical coordination linking
poor farmers to DVCs

- In regard to the horizontal coordina-
tion: the emergence and role of farmers' asso-
ciations, product labels - this is gathered
through group interviews of farmers and
community leaders.

- In regard to the vertical coordination:
the relationships between farmers and their
purchasers in terms of exchange of informa-
tion (market and technical information),
credit, inputs, quality control, training, pricing
strategies and bargaining power, and possible
conflicts and sanctions. This is gathered
through farmers’ and traders’ interviews.

6. Analysis of the social and economic
costs and benefits of the involvement of the
poor in DVCs:

i. Historical analysis of the involvement
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of farmers in the supply of DVCs and other
outlets, and gathering indicators of the social
and economic changes brought by this
involvement (changes in the volume of sales;
changes in the number of poor households;
investments in housing, education, health;
diversification of economic activities). This is
done through in-depth interviews of province,
district and commune authorities as well as
selected farmers.

ii. Qualitative  assessment  (through
farmers’ interviews) of the advantages and
drawbacks of the different types of outlets for
farmers (sale to collectors, sale to town-based
wholesalers, retailers or consumers, sale to
supermarkets, sale to shops): volumes, prices,
conditions of payment, flexibility wversus
dependence, conditions imposed on quality
and regularity. Reciprocally we have to estab-
lish a gualitative assessment of the advan-
tages and drawbacks of different types of
suppliers, including the poor of the selected
areas for the DVC managers, through traders’
interviews.

i, Disagregation of costs and benefits
along the commodity chain through traders’
and farmers’ interviews. The identification of
the cost structure by supermarkets will be
especially difficult to get: (i) first because of
the reluctance of supermarket managers to
make economic data transparent in a context
of sharp competition between supermarkets;
(i) second because it is difficult to affect to
one given commodity marketing costs which
are covered for the whole shop. Hence our
strategy will be as follows: (i) trying to be as
convincing as possible with supermarket
managers as regards the usefulness of our
study for the development of quality food
production in Vietnam, (ii) gathering farmers’
purchase prices from farmers, (iii} gathering
supermarket resale prices by direct observa-
tions in the shops, (iv) getting information on
the share of different costs in the price differ-
ential from supermarket studies in other
countries and asking Viethamese supermar-
ket managers if this cost structure is the same
in Vietnam.

The disagregation of costs and benefits has
two major purposes: (i) measure and compare
the impact on farmers' incomes of different
marketing outlets, (ii) measure and compare
the impact on the final consumer price of
different marketing outlets (in relation with
Component 2),

7. Prioritization of constraints and policy

options to improve the benefits of poor farm-
ers through the supply of DVCs. This is done
through a synthesis of gathered information
and with a participatory workshop with
selected interviewed farmers and officials.

So this component is mostly based on the
following modes of data collection:

- Census of traders (for task 2)

- Farmers' interviews (for tasks 3, 6, 7b
and 7d presented above). A minimum of 20
poor farmers are interviewed for each case
study.

- Traders’ interviews (for tasks 3.4,7c
and 7d). A minimum of 3 traders for each type
of possible outlet are interviewed (so this
makes a total of 10 to 20 traders).

- Group interviews with community
leaders and farmers: for tasks 5, 6a, 7a and
workshop for task 8.

Individual farmers' and traders' interviews are
preferred to group interviews to gather sensi-
tive data such as relationships in the market-
ing chain, and economic data. Group inter-
views are used for topics of common interest,
including historical information, and the
nature of farmers' organizations. The work-
shops also help to validate, synthesise and
debate the gathered information. Participants
to group interviews and workshops are
carefully selected to enable balanced expres-
sion among the participants (a maximum of
10 participants in order to avoid excessively
talkative or silent participants).

The method had some slight adjustments
according to the case studies, these will be
given in the following chapters.
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areas, e.g, Moc Chau and Dalat, as they have
specific advantages for the production of off-
season vegetables because of their favorable
climatic conditions. Moreover, the poor of
Hanoi peri-urban areas (the district with the
highest percentage of poor being 5oc Son,
with 4.3% of poor), can become the suppliers
of safe vegetable cooperatives and companies
as is the case for Bao Ha, provided they receive
some preliminary training.

In Moc Chau, vegetables are mainly produced
in two villages, Chieng Ly and An Thai, where
poor households (defined as earning less than
70,000 VND/maonth) represent 16% of house-
holds. But poor households are not spontane-
ously involved in wvegetable production
because of, the marketing risks associated
with vegetables, the necessity to invest in
agricultural inputs, e.g, fertilizer and pesti-
cides and the necessary training. Hence the
poor households are involved in subsistence
rice production and other staple crops, e.g,,
sweet potato and cassava. The condition for
poor households to get involved in vegetable
production are: (i) the credit provision of
inputs (seeds, fertilizer, pesticides); (ii) the
provision of training; (iii} the guaranteed
purchase of products at stable prices for the
season; (i) and risk shouldering, by not claim-
ing input credit in case of harvest losses. This
has been done by the Moc Chau cooperative
during the past two years and has enabled the
shift from staple crop to vegetable production
and the ability of marketing of four poor fami-
lies of Thai ethnic origin. This shift has enabled
the families to earn enough cash to invest in
the improvement of their housing and trans-
portation. In addition to these four contracted
farmers, two poor subsistence farmers are
working for the cooperative, as employees on
land owned by the cooperative, to produce
vegetables for which they have been trained.
They get a monthly salary of 500,000 VND per
month, and they also benefit from housing
rented by the cooperative.

The advantages of poor households as suppli-
ers, according to the head of the Moc Chau
cooperative, mostly relates to their labor
ability. Safe vegetable production has easily
been adapted to the profiles of small-scale
farmers as the economic data on production
costs show that these are lower for Moc Chau
farmers involved in the supply of the coopera-
tive than those on the outside. On the other
hand, the labor requirements are higher.
Hence the involvement in the Moc Chau coop

erative supply has enabled six households to
step out of poverty; this is a small impact in
numbers, but can be seen as a model of
poverty alleviation through contracts on
inputs — labor and products.

In regard to farmers supplying HCM City
supermarkets, they cannot be termed as poor
in the sense of people earning less than
500,000 VND/month (poverty line of Commit-
tee of Hunger Elimination and Poverty Reduc-
tion), but we can find that 5% of small-scale
farmers with land less than the average, i.e.
less than 2900 m? (VLSS 1997-1998 data for
Morth-East of South), in the Cu Chi coopera-
tives supplying Metro and Coop Mart with
leafy vegetables. On the other hand, poor
farmers of the Duc Trong District of Dalat are
not supplying supermarkets, which are
supplied by cooperatives whose members
have to pay shares more than 1 M VND.

The involvement of the poor is higher in rice
production than in vegetable production as
they represent around 20% of rice farmers in
the two communes of Hai Phong and Hai Toan
of Hai Hau District (defined as earning 50 000
to 80 000 VND, and 700 to 1000 m?), while the
percentage of the poor in the area is 15%. The
supermarket-driven chain is supplied by com-
panies buying from medium-scale to large-

scale farmers, while the association-driven
chain supplying supermarkets comprise of
around 20% of poor farmers.

In regard to Yen The-Bac Giang, the poor
(defined by local authorities as earning less
than 80,000 VND/month), represent 16% of
households in 2004 - a percentage equivalent
to litchi production. Litchi production has
enabled a substantial reduction in the poverty
rate (it amounted to 36% in 2000). Thanks to
litchi sales, the farmers earn more than 40,000
VND per day, but this is only during 43 days,
due to a small size of production and low
yields caused by a lack of training. At the
moment, Bac Giang's litchi do not supply
supermarkets which are supplied by Thanh
Ha's litchi in small quantities, Thanh Ha's litchis
benefit from a reputation of quality (as well as
Luc Ngan, Bac Giang) which has not yet been
obtained by the Yen The litchi, despite similar
varieties grown. This shows the importance of
guality promotion in the supply of supermar-
kets and other adding-value outlets.
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paid in traditional chains. In regards to Hai
Hau rice, farmer gate prices are slightly higher
(by 29} in the supermarket chain than in the
traditional chain, while it is 45% higher in the
association chain selling pure flavored rice.
The difference for litchi farmers’ price
between supermarket and the traditional
chain is around 20% (and more than 50% for
farmers inside the association). The price
difference between supermarket and tradi-
tional chains is also around 20% for Soc Son
farmers; in Moc Chau, there is no price differ-
ence.

b. Security of outlets

In Ho Chi Minh City and Hanoi, supermarkets
purchase weekly stable quantities of
vegetables, at prices more stable than in the
traditional chains. This is translated into a
yearly contract with estimated quantities and
prices — which are more precisely negotiated
every week.

The stability in prices and quantities are
variable according to the supermarkets and
are diminishing with more supermarket com-
petition and development (see below). In Ho
Chi Minh City, the stability of offred prices has
decreased from seven to three days.

2. Drawbacks of supermarkets
a. Quality requirements

Supermarkets have requirements in terms of
physical quality, especially in HCM City where
they impose a system of grading and buy only
the best grade. In Hanoi, physical quality
requirements are limited to slight damage
and size homogeneity, plus packaging
(except in the case of the Moc Chau tomato as
well as leafy-vegetables of Ha Tay sold in Big
C). In regards to rice, the requirements in
terms of quality mostly refer to packaging.
Quality as regards the percentage of flavored
rice in what is sold as flavored rice, is actually
lower in supermarkets (30%) than in tradi-
tional chains (70%) except for those which
buy from the association chain (100%). Litchi
can be sold packaged or unpackaged. Super-
markets express preferences for packaged
litchi, with indication of origin.

In regards to vegetable safety, suppliers are
selected according to their ability to produce
a certificate of safe vegetable production in

Hanoi (although out of date). But supermar-
kets admit that in times of scarcity of
vegetable supply, i.e., during the rainy season,
they buy vegetables from collectors buying
from Moc Chau or even China without proof
of vegetable safety. In Ho Chi Minh City,
suppliers are inspected by DARD (every
month in Cu Chi, every year in Dalat); Metro
and Coop Mart also perform their own inspec-
tions on an occasional basis; Coopmart
charges farmers the cost of inspection when
problems are identified. In Hanoi, there is a
commitment that in case some consumers
complain of having been poisoned by
vegetables sold by supermarkets, the supplier
and vendor are then jointly identied as the
source of the problem and most find
solutions.

In regards to rice, the requirements of safety
mostly refer to the registration of suppliers in
the department of health.

b. Diversity requirements

Supermarkets cause pressure on suppliers to
increase the diversity of supplied vegetables.
The Anh Dao Association supplies 32 varieties,
4 of those are less than 10 kg.

C. Transport requirements

Supermarkets ask to be delivered daily by
their suppliers; this is usually done by small
vans in the case of vegetables, or motorbikes
for Thanh Ha litchi.

d. Payment conditions

While in traditional chains, farmers are paid
immediately, or after one to three days, super-
markets pay 15 days after the sale in HCM City.
Supermarkets deal with suppliers as legal
entities who have bank accounts, can provide
bank accounts, and, in some cases, can
provide invoices and pay the VAT.

In HCM City, some supermarkets, e.g.,
Coopmart, reduce 1 to 2% of the final price for
promotion expenses. In Hanoi, contracts with
some supermarkets (Intimex and Fivimart)
stipulate that vegetable suppliers have to
endorse the risk of 50 to 100% of the value of
the non-sold product. When litchi is unsold,
the producer gets back the unsold product for

drying.
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