
























































Like in 2002, the same safe vegetable coopera-
tives supplied supermarkets, and safe
vegetable stores and stalls vendors. Van Tri has
an interesting way of directly selling retail in
10 market retail stalls rented by the
cooperative, each of those are managed by
one member of the cooperative. In addition to
this selling through vertical integration from
its members, it has a branch in Moc Chau, in
the form of another cooperative of 7 mem-
bers, 19-5 Cooperative, which supplies it with
off-season vegetables. Van Tri Cooperative
also acts as a wholesaler supplying other
cooperatives with Moc Chau wvegetables,
including Van Noi Cooperative.

Direct retail marketing represents 50% of sales
by Van Tri Cooperative for off-season
vegetables. The rest is distributed as follows:

- Sale to other safe vegetable coopera-
tives Iin Van Nol (37%)

- Sale to safe vegetable retail stores
{13%).

According to the chairman of Van Noi Safe
Vegetable Cooperative, at present, vegetables
from Dong Anh District and Van Noi
commune,are supplied to more than 30 stores
and stalls, 20 supermarkets, and over 100 of
400 boarding schools in Hanoi.

Two supermarkets are supplied by the Bao Ha
Company which buys vegetables from Soc
Son Cooperatives and Van MNoi (Mrs L's Coop-
erative). Bao Ha company also supplies 11
shops and stalls.

In regard to ordinary vegetables, retailers are
supplied through three wholesale night
markets (Long Bien, Dich Vong, Den Luj,
directly from collectors (themselves and farm-
ers}) or farmers in the case of leafy vegetables
and winter vegetables supplied by peri-urban
areas, and by wholesalers buying from
collectors in the case of off-season vegetables
originating from rural provinces (including
Moc Chau and Dalat for tomato and cabbage)
- see more details on these chains in Hoang
Bang An and et al. (2003); Gia and et al. (2004);
Moustier, Vagneron and Thai (2004)). In the
case of off-season vegetables from Moc Chau,
collectors move by truck to Ha Dong to sell to
wholesalers with whom they have regular
relationships. Daily contacts are made by
telephone regarding prices and wvolumes.
There are 4 main collectors based in Moc Chau
and Thao Nguyen Town, each selling approxi-
mately 500 kg per day. Transport from the field
to collectors takes place by motorbikes, trans-
porting 150 to 250 kg by bike, while transport

from Moc Chau to Ha Dong Central Market
takes place by 10 ton trucks hired by five to six
collectors. Since the improvement of the road
in 2004, the trip lasts four- five hours while it
lasted seven-eight hours before, which has
increased the volume of sale.

Ill. COORDINATION AND GOVER-
NANCE IN VEGETABLE CHAINS

A. Differences according to qua-
lity promotion

Coordination and governance differ signifi-
cantly according to the importance of quality
characteristics - appearance and safety — in
the transactions. In the chains of safe
vegetables, coordination is characterized by
patterns of integration between production
and marketing, while in ordinary vegetable
chains, spot relationships — with some regular
relationships — prevail. This is a common result
that theory explains by the efficiency of
integration in reducing information and
uncertainty in constraints related to quality,
especially in regard to product safety, which is
very difficult and costly to measure (see in
particular: Barzel, 1982; Jaffee, 1995; Brousseau
and Codron, 1999; and for an application for
vegetable chains in Vietnam, Moustier and al.,
2005). Here we will go into the details of these
forms of integration for the supply of off-

season vegetables to safe vegetable shops,
stalls, and supermarkets. The following forms
can be distinguished:

- Assembling farmers' cooperatives-

driven chains (19-5 Cooperative, Van Tri Coop-
erative, Van Noi Cooperative), characterized by
a combination of horizontal coordination,
contractualization and integration with farm-
ers; contractualization with supermarkets (for
Van Noi), and an integration of retail market-
ing (for Van Tri)

- Assembling company- driven chain, in
the case of Bao Ha, characterized by contrac-
tualization with farmers and supermarkets.

- Spot marketing combined with regu-
lar relationships, which is dominant in
ordinary vegetable chains

In the context of Vietnam, where the develop-
ment of supermarkets is recent as well as the
procedures for food safety ensurance, and the
barriers of entry into production of diverse
and regular quantities of vegetables are high,
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agricultural area of over 6 sao (2,160 m32), with
hilly or forested land. They are active people
with experience in farming production and
have a fairly good economic condition in com-
parison with other farm households in the
village (their house is well built and they have
a TV, motorbike, etc.). This economic condition
is mostly due to their involvement in the
supply of the cooperative during the last two
years. Before, these households were only
growing one rice crop a year. The rest of the
time they let the land lay fallow or grew sweet
potatoes. Growing vegetables was for self-
consumption using local traditional
cultivating habits. In the two recent years,
these households have shifted to producing
commercial vegetables thanks to the support
of the 19-5 Agricultural Service Cooperative in
terms of training for vegetables planting,
providing breeds and materials on credit, and
marketing their products.

Salaried workers

Mr T. also employs two vegetable farmers as
salaried workers, which represents an even
further integration into the production
process. These workers (group 2 of vegetable
farmers in Moc Chau) are newly-married,
illiterate people. One has never owned
agricultural land, the other sold it out due to
poverty. The 19-5 Agricultural Service Coop-
erative hires them to produce vegetables on
its own land (1 household per 1 hectare). In
return, they get the amount of 500,000 VND to
600,000 VND/person/month. Besides that, the
cooperative also lends them their houses and
other facilities (motorbikes, pump) in order to
satisfy their minimum living requirements.

Supply by collectors

The cooperative is also supplied by collectors
buying from vegetable households (Group 3).
These are the Kinh people who emigrated
from Hung Yen, Hai Duong, Ha Tay, and Thai
Binh. They have settled there for two genera-
tions and have had a lot of experience in
agricultural production. They grow a variety of
vegetables like the people of the Red River
Delta. 5o their living conditions are quite
stable and good compared with other house-
holds in the village. Their houses are well built
(roofed with tiles or flat roof ). They have a TV, a
enotorbike, and even a refrigerator.

b. Vertical integration of retail stages (Van Tri)

Direct retail marketing, which represents verti-
cal integration, is carried out by the Van Tri
Cooperative, through points of sale rented
and managed by cooperative members (4
points in 2002, 10 in 2004). Each shop sells
between 200 and 250 kg of vegetables per
day.

The direct sale of Van Tri vegetables by the
producers, allow regular contact with the
consumers, who ask questions and are given
answers concerning the production methods
used by the cooperative.

¢. Contracts between cooperative and super-
markets or shops (Van Noi, Van Tri)

In 2002 (Loc, 2002), written contracts existed
for 10 shops or market stalls out of 15, and for
9 supermarkets out of 11, for the other super-
markets and shops, contracts were verbal. In
2004, written contracts were observed
between the cooperatives and all the super-
markets. Written contracts are signed by the
two parties, for a period of 3 months. Terms
of the contract define:

- vegetable types and quantities

- quality: (i) description of appearance;
(i) vegetable safety: certificate of quality
issued by an official office have to be
produced. These certificates have not been
updated since 2001, but they are an indication
of past training and efforts in terms of quality
for the buyers. The stamp of the cooperative
also has to be given. Finally, there is a commit-
ment that in case some consumers complain
of having been poisoned by a vegetable sold
by supermarkets, the supplier and the super-
market vendor should jointly identify the
source of the problem and find a solution;

- delivery time (everyday in the mor-
ning)

- payment mode; cash, 2 weeks after
delivery for supermarkets, daily or weekly for
shops

- risk sharing: The contract also stipu-
lates that vegetable suppliers have to endorse
risk of 50 to 100% value of the non-sold
surplus

- invoice: supplier must provide a VAT
invoice and have a bank account.

As regards the relation between the Van Noi
Cooperative and supermarkets, the terms of
the contract can be adjusted by daily informa-
tion exchange between the collector and




retailer. The price of products can be adjusted
every week. Commonly, the buyer makes a
request regarding the volume and category of
vegetables the day before the delivery by
phoning, or right after the delivery. The orders
are flexible, changes may be made through
the telephone the day before the delivery day.
We are in the typical situation of incomplete
contracts, combining the advantages of secu-
rity for some parameters, e.g., quantities, and
some flexibility adapted to market variability
(Brousseau and Fares, 1998).

C. Assembling trade company-
driven chain

1. Horizontal coordination in Thanh Xuan
safe vegetable groups

There are 8 safe vegetable production groups
including 80 members which have been
established by ADDA organization and Hanoi
Farming Association. The safe wvegetable
production groups help their members to
have access to investment, IPM Technical
Training, advanced technology (on seeds,
planting techniques, etc) provided by
national and international projects (ADDA in
collaboration with the Hanoi Farming Associa-
tion, and the Hanoi Plant Protection Depart-
ment). Besides, the establishment of
vegetable production groups is the basis of
attracting two large-scale assembling units:
the Bao Ha Company, and a vegetable collec-
tor of the safe vegetable production coopera-
tives in Van Tri.

In general, the participating members are
those who have had a lot of experience in
agricultural production, large vegetable
growing areas in comparison with other
households in the village, and they are willing
to grow commercial vegetables. According to
a local agricultural IPM Training Assistant of an
ADDA project, some of the farm households of
the groups have quite a good economic
condition: a concrete house, TV, motorbike,
but there are still some who have poor living
conditions. It is estimated that the groups
comprise 32% of poor households.

2. Vertical coordination between collector
and Thanh Xuan groups

There are three collectors for the safe
vegetable production groups in Thanh Xuan.
They come from well-known vegetable

growing areas such as, Van Tri and Van Noi,
that supply vegetables to Hanoi markets.
Thanks to past experience in production, they
know how to practice the production of
various safe vegetables.

Their collection activities are implemented
under the form of “consignment.” It means
that at the beginning of each crop, the collec-
tor gives farm households money to buy
seeds and plant protection chemicals in order
to produce vegetables requested by the buyer
regarding time and planting techniques.
Once the harvesting time comes, the collector
buys all the requested vegetable volume at
the market price - after deduction of the input
costs. There is no binding on the quality of
product between the producer and collector:
he just sometimes reminds the producer to
comply with the safe vegetable production
process without giving out any particular
regulations or inspecting the production
process.

The collector markets an average of 250 kg of
vegetables per day, the transport is by motor-
bike. Payment is in cash. If the volume
purchased is not large, they make daily
payments and if the volume is large, they
make payments monthly.In general, the mode
of payment is negotiable.

3. Vertical coordination between collector
and Van Tri cooperative

After collecting vegetables from the farmers,
most of the volume (70%) is resold to 4 safe
Vegetable Marketing and Production Coop-
eratives in Van Tri (cooperatives of Mr. M, Mr. X,
Mrs. L, and Mr. X). Twenty percent of the
volume (special vegetables, e.g., some types of
lettuce) is sold to retailers in Hanoi to supply
to restaurants and hotels. The remaining 10%
that is damaged or withered is sold to the
local retailers at the price of ordinary
vegetables.

4, \Vertical coordination between Bao Ha
company and Thanh Xuan group

Bao Ha is a limited liability company acting as
an intermediate, cooperating with the Hanoi
Plant Protection Department to monitor the
production techniques in the targeted areas,
i.e.2 safe vegetable groups in Thanh Xuan and
Mrs L's Cooperative in Van Noi. After collecting
vegetables, they cooperate with the staff of
the Hanoi Plant Protection Department for




















































capital requirements, and criteria for supplier
selection, hence they should be considered as
complementary. Supplying supermarkets is
not necessarily the most interesting option for
farmers’ groups, because of their frequent
returns of unsold products, which explains why
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