





ship between 5Ms and some suppliers in
order to assure top-quality produce and low
coordination costs. When analyzing the
impacts of SM on horticultural farmers, Shep-
herd found the same pattern of SM procure-
ment change in Asia (Shepherd, 2004). While
many chains in Asia (The Philippines, Thai-
land) maintained their procurement from
traditional wholesalers, some supermarket
chains have gradually shifted to
specialized/dedicated  wholesalers  who
specialize in certain products and supply only
one supermarket chain. Some supermarkets
have even formed joint ventures with whole-
sale firms. Evidence outside Asia shows that
some dedicated wholesalers have shifted
from purchases to contracts with farmers in
order to meet specific grades and standards
of modern chains. Preferred supplier systems
have been also promoted. Preferred suppliers
are selected producers or wholesalers who
are capable of meeting quality and safety

standards. This system enables rapid move-
ment of produce from farms to stores and
traceability be constent all along book traca-
bility or traceability. It has replaced the old
method of procurement from various suppli-
ers at TOPS supermarket, as the old method
had caused difficulties in terms of quality
consistency and stock controls.

Individual farmers find it impossible to
directly supply SM and meet a consistent
quality and quantity supply. There are several
ways in which small farmers can be linked to
modern distribution chains: through whole-
salers, or a farmer organization like a co-
operative an NGO-supported project or a
government program such as the National
Association of Co-operative Federation in
Malaysia. In the context of Vietnam, farmers’
organizations such as farmers' groups and
agricultural cooperatives are formal forms of
linkage with SM.

OBJECTIVES AND METHODOLOGY

This study examines both traditional and
modern distribution chains that coexist in
HCMC.In particular,it examines how and what
type of farmers have access to traditional and
supermarket chains, focusing on two cases:
water convolvulus that comes from peri-
urban areas of HCMC and tomatoes that come
frorm Lam Dong province. These two products
are the most common vegetables consumed
in HCMC and they are displayed in both wet
markets and supermarkets. In addition, the
assessment of benefits and constraints accru-
ing to farmers of each chain is based on the
buyers’ procurement practices alongside the
business relationships they have developed
with their suppliers and the ways producers
are linked to a distribution chain.

In-depth interviews of various stakeholders
along a chain have been undertaken, with a
special focus on purchase and supply strate-
gies, constraints and opportunities presented
by the different existing value chains, relation-
ships between buyers and purchasers as
regards distribution of information, commit-
ments, risk sharing, input and service supply,
advantages and drawbacks of entering a

farmer's group, quality control, costs and
benefits, and prospects. For the case of water
convolvulus that comes from the peri-urban
area of HCMC, we selected Ap Dinh Associa-
tion - a well-known safe vegetable produc-
tion area since 1996, For the case of tomatoes,
we examined three agricultural cooperatives
that produce safe vegetables in Dalat (Phuoc
Thanh, Xuan Huong and Anh Dao co-
operatives),seven tomato farmers and two
tomato traders in Duc Trong plus three farm-
ers and Duong Thao Company in Don Duong
district, Lam Dong Province. In addition, a
survey of 120 horticultural farmers in Dalat,
Don Duong and Duc Trong was conducted to
gain insight on their selling practices and
their preference of marketing outlets.
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Therefore they have freedom to sell to any
trader at harvest time. However, farmers are
used to selling to a few traders whom they
trust.In Don Duong district, agricultural devel-
opment has accelerated recently. Most
farmers are poor as they are ethnic minorities
or new immigrants; some are even landless.
These farmers receive inputs and cash from
traders. In return, they have to sell all their
produce to the traders at a price lower than
the prevailing price in the local market. If
traders provide all inputs, farmers may have to
follow all traders'instructions on how to culti-
vate their crop.

Baby tomatoes are cultivated in greenhouses
in Dalat and are mostly delivered to supermar-
kets or vegetable companies by contract. The
surplus goes to wholesale markets, e.g., Mai
Xuan Thuong market in HCMC. The increasing
demand for this product has been met by
both modern and traditional channels.

In a fiercely competitive manner, Metro and
some supermarkets have recently called for
assemblers’ participation in their procurement
process so as to make their purchases as
cheap as possible without any care for loyal
business relations or safety of vegetables,
according to some interviewed farmers. These
assemblers are often wholesalers who have
their own stalls in vegetable wholesale
markets. They do not ultimately appreciate
such a procurement manner and consider it
indecisive and dispensable. Explaining this,
Ms. K., a collector and wholesaler in Dalat
wholesale market interviewed on 12/04/05,
declared that she had problems with her
remaining vegetables, unsold to supermar-
kets, which are obviously hard to sell in tradi-
tional markets, with fluctuations in SM's
purchasing price, and breaking-off of contract
by SM if agreements on purchase prices are
not reached. The delay of payment of 15 days
after delivery is also considered too long for
some collectors to manage their working
capital, according to Ms. C,, a wholesaler in
Dalat wholesale market (interviewed on
26/01/05).

Concerning the poor's participation in the
chains, the poor participate in the chains
neither as collectors nor traders (wholesalers
or retailers) because of operational capital
requirements. Most of them are producers
supplying their vegetables either to tradi-
tional or modern chains. When taking part in
modern chains, farmers do not directly sell to
supermarkets or vegetable companies, but

through farmers’ organizations, which will
now be presented.

IV. Horizonatal and Vertical
Coordination

1.The role of farmers’ organisations

This section explores the way in which poor
farmers are linked to DVCs. As regards
horizontal coordination, farmers’ organiza-
tions have appeared to market their
vegetables. As regards vertical coordination,
we will present the relationships between
farmers and their purchasers regarding the
exchange of marketing and technical informa-
tion; supply of credit, inputs and training;
quality control pricing strategies and possible
conflicts and sanctions.

Apart from the government support as previ-
ously presented, the formation and operation
of farmers’ organizations have also derived
from the farmers’ need for an organization to
act as a representative to market their com-
modities, so that they can gain access to many
potential orders in large quantity and/or with
high quality requirements, especially by the
modern distribution chains. Interviews with
heads of associations proved that they have
been able to obtain valuable contracts in
trading fairs through their association, a result
that could not have been reached by
individual action. Farmers derive legal status
to make transactions by belonging to associa-
tions. Through these organizations, the
product labels have also been established and
continuously promoted in the market. In most
cases, one farmer himself is unable to meet an
order of a wide range of vegetables everyday.
If able, he stands in an unfavorable position in
making transactions, as all organizations
prefer doing business with a legal entity
rather than dealing with one individual
person. Rarely have any companies entered
into contracts with one individual farmer
{interview with Mr. T, the head of Tan Phu
Trung cooperative). Without any previous
reliable relationship such a contract seems
unattainable to one individual farmer and
thus turns more risky to the buyer.

Prominent among several differences
between a legal entity and either legal person
or legal merchant is the fact that benefits from
doing business are in the name of the former,
not the latter. The former is responsible for
loss within its own registered assets whereas
the two latter have to put up with the loss with
all his/her assets. Besides this, a legal entity
finds it easier to get a bank loan or have access
to the government supporting program,




which often requires a leader like a farmers’
representative to participate in the process
and then dissermninate the scheme to farmers.
Other than these common concerns, however,
there have remained some differences
concerning the form of legal entity, the
organization's operation, and member charac-
teristics as required by the association
manager, i.e., their land, high quality produce,
capital and reputation. Among six organiza-
tions in the sample, Tan Phu Trung, Xuan
Huong, Anh Dao and Phuoc Thanh are in form
of cooperatives; Ap Dinh is an association - a
group of farmers; and Duong Thao is a private
company. The differences in establishment
and operation also result in differences in the
members’ characteristics.

a. Characteristics of commodities and members

The characteristics of the studied organiza-
tions are summarized in Table 194 and Table
195.

Commodities

The nature of the crop depends on each area.
As for the case of Tan Phu Trung and Ap Dinh
in Cu Chi district, farmers have currently
provided 13 categories of vegetables includ-
ing six leafy vegetables and seven fruit-
vegetables.Leafy vegetables are water convol-
vulus (rau muéng), leaf mustard (cai xanh),
choysum (céi ngof), basella alba (méng toi),
amaranth (rau dén) and flagrant knotweed
(rau rém). Fruit-vegetables are cucumber (d?a
leo), bitter melon (khé qua), yard-long bean
(d4u dia), okra (d4u bap), gourd (bau), wax
gourd (bi), pepper (6f) and smooth loofah
(muwdp huong). It takes 25-30 days per crop
for leafy vegetables and 40-45 days per crop
for fruit-vegetables. Thus, farmers can annu-
ally plant seven or eight crops for leafy
vegetables and three crops for fruit-
vegetables.Farmers rotate these crops in their
fields during a year.

In Lam Dong district, Xuan Huong association
is currently providing 14 types of vegetables
including eight kinds of vegetables grown in
greenhouses: lettuce (xa Idch), spring onion
(hdnh tdy), hot pepper (ot), fragrant herbs (rau
thom), cauliflower (lo xanh), green peas (dau
héa lan), baby tomatoes (ca chua sori), ci héi;
and five in open fields: headed cabbage (bdp
cai), Chinese cabbage (cai thdo), potato (khoai

tdy), carrot (ca rot) and (cd dén). Farmers
annually plant four temperate vegetables:
headed cabbage, Chinese cabbage, carrot and
potato, and seven leafy vegetables such as
lettuce and fragrant herbs. In the same area,
Anh Dao and Phuoc Thanh associations have
relatively a similar range of vegetables except
for some kinds of fragrant herbs.

Vegetables in Cu Chi are of common varieties
and their economic values are not as high as
those in Dalat. Leafy vegetables are, on aver-
age, sold at only 1,800-2,500 VND per kg
(farmgate). By contrast, vegetables in Dalat are
of special varieties and have higher economic
value, in particular baby tomatoes and
fragrant herbs. Among four organizations,
Xuan Huong mainly supplies high-value
vegetables to a niche market such as green
coral and fragrant herbs: parsley, celery and
capsicum. These vegetables require green-
house production in small or medium fields as
well as certain farming techniques. In return
for this investment, his members can receive
high and, more importantly, stable price in
both traditional and modern chains during
the year and meet a limited demand of well-
off consumers. Phuoc Thanh's and Duong
Thao's members provide a smaller range of
vegetables,in larger quantity. Anh Dao's mem-
bers serve a wide range of vegetables under
their medium production scale.

Members

Ap Dinh, Tan Phu Trung and Anh Dao associa-
tions’ members are diverse in terms of income
and production size (see Table 194), Entry into
these organizations is either free or in the case
of Anh Dao cooperative subject to a limited
subscription fee. A wide range of high-quality
vegetables is what the organizations'
managers need from their members' partici-
pation. By contrast, Xuan Huong and Phuoc
Thanh associations seem to be restrictive
concerning the number of members and
requirements for their entry. According Mr. Q.,
the head of Xuan Huong cooperative, his
cooperative’s members have close relation-
ship with him, have experience in safe produc-
tion and can afford greenhouse investment
for high-value vegetables. Mr. H., the Phuoc
Thanh cooperative manager, keeps an eye on
potential members' capital contribution so as
to expand the cooperatives’ activities not only
in farm production but also in trading and










Thanh is offered by the Vietnam Bank for
Social Policies (VBSP) through the Farm Asso-
ciation. It channels credit to farmers under the
province’s supporting program to enhance
farm cooperatives' operational efficiency. The
credit amount is 5-7 million VND for each
farmer, with an interest rate of 0.5% per month
within two years. In HCMC, farmers also enjoy
a supporting interest rate on bank loans from
4 to 7% per year during two years on a credit
amount of 5-10  million  without
collateral/asset security (see Box 11).

The association is not involved in credit supply
since the district People’s Committee directly
examines the farm household's projects, and
then submits them to the Municipal project
appraisal board for final approval.

Quality specifications and control

Farmers have to follow procedures for farming
technigues, especially pesticide and fertilizer
use identified by the department of agricul-
ture of HCMC. As it is controlled in the whole
area, the source of water is a less important

parameter to be checked at the farmer's level,

Quality control is carried out on both produc-
tion and marketing. The Division of Plant
Protection of the DARD is in charge of quality
control at the production stage in HCMC. The
inspection is freely performed one or two
times per month for each association. The
association, as an intermediary, then considers
and appoints farmers to be inspected, one or
two for each inspection time. Sometimes, the
Division of Plant Protection performs inspec-
tion without notice at the farmers' organiza-

tion premise when farmers deliver vegetables.

In Dalat, the quality control is performed by
the City Agricultural Center of DARD. Annually,
the association has to send 10 samples to the
city Agricultural Center for inspection to
renew its certificate of safe vegetable produc-
tion.

As regards marketing, the point of control
depends on the marketing outlets. As the
main customers of Ap Dinh and Tan Phu
Trung, Coop Mart and Metro inspect at the
point of delivery. However, such inspections
are neither regular nor frequent. CoopMart
and Metro are the only retailers performing
quality control at the stage of product
delivery. The DoH carries out inspection at
trading or catering paoints.

Certification of safe production

In HCMC, before 2002, the certificate of safe
production was individually issued to house-
holds. To obtain this certificate, the farmer,
during one year, had to attend a training
course organized by the DARD and go
through the incidental inspection from the
Division of Plant Protection, HCMC DARD.
Since 2002, the certificate has been issued to
the commune as a whole and the individual
certificate is no longer provided.

In Dalat, there are two kinds of certificates, one
for production and one for trading, which are
provided to the organization at the beginning
of its operation, relating either to production
or trading activities, As mentioned earlier, the
certificate of safe production is renewed
annually on the basis of the results of 10
sample inspections. The time of inspection is
known in advance, so it is a formality rather
than an actual control procedure.

In HCMC, the association members have to
respect their commitments to safe vegetable
production. This commitment was officially
made between individual farmers and the
government authority through the Division of
Plant Protection, the DARD and the People's
Committee in Tan Phu Trung commune, Cu
Chi District through the individual certificate
before 2002 and the commune certificate
since 2002.

Vegetable selling activities
Some characteristics of the outlets of farmers’
organizations are presented in Table 196.

Production plans

Mr. H., head of Ap Dinh association, says that
he can estimate the demand for each
category of vegetables on the basis of his
statistics of previous years. Mr. H. monthly
assigns farmers with the quantity of
vegetables to be collected. The association
receives weekly order from customers. Two to
three days before the delivery time, farmers
inform Mr. H. on the kinds of vegetables avail-
able for selling. Each farmer's quantity to be
collected is then adjusted based on this infor-
mation. Each individual farmer does not have
to grow a certain type of crops in a given area.
They can make arrangements with other
farmers provided that the total guantity is













concern in the governments support
program to enhance safe vegetable produc-
tion in both areas. The performance of the
support programs is however uneven. The
government's program in HCMC, held in coor-
dination between the DARD, the DoT and the
HCMC Co-operative Alliance, has created a
strong linkage between farmers’ associations
and supermarkets. A similar linkage between
farmers’ associations in Lam Dong and super-
markets in HCMC has not been strong
enough to ensure a loyal business relation-
ship over time, possibly because of long-
distance and previous relationships already
established between supermarkets and
suppliers.

b. Other social and economic impacts

Income growth has, more or less, affected
farmers’ social lives. Selling to supermarkets
enable them to save time for social activities
like taking care of their families, joining in
welfare work and so on. As water convolvulus
production gets more promising, some
farmers also keep an eye on relevant business
such as utilizing waste vegetables to feed
goats or establishing their own retail
vegetable stalls. Such an impetus has still to
be reached in the case of tomatoes in Lam
Dong province since farmers have to deal
with daily price fluctuations. In some cases of
Duong Thao's members, farmers have
become indebted due to either low prices or
natural risks (interview with Ms. Nguyet, a
farmer of Duong Thao Co.), so that they had
to work for other farmers.

C. Distribution of benefits in the value
chains

The presentation now moves on profit
generation in each trading point in the distri-
bution chains of tomatoes and water convol-
vulus, for traditional and supermarket-driven
chains. The present distribution of costs,
profits, margins in tables and graphs is
displayed in Table 197, Table 198, Table 199,
Table 200, Figures 54-57, and Appendix 2 and
3.The figures are reported for the dry season,
and for favorable conditions of sale,

The lowest production cost among the three
vegetables is that of water convolvulus, in
both absolute and relative values, causing
farmers in Cu Chi to earn the highest return
on investment and profit portion in selling
price and in total profit per kg, reported at

93.4%, 24.8% and 50.5% for the 5M driven
chain and 82.6%, 21.1% and 40.1% for the
traditional chain. 5Ms and retailers are partici-
pants earning the highest share of profits
after farmers among the participants of the
distribution chains. However, supply capacity
is another factor determining each
participant’s earnings (see Table 141). The
higher profit portion of retailers compensates
for their lower supply capacity relative to
collectors, wholesalers and cooperatives. The
higher the supply capacity, the larger the
number of workers and the higher the operat-
ing capital required in business. As regards the
number of workers, it amounts to one to three,
two to four and two to five persons respec-
tively for retailers; wholesalers'and consolida-
tors’ business, not including employment for
loading, delivery and transport. The higher
monthly earnings of collectors somehow
compensate for a larger number of employ-
ees, As they buy standing crops for tomatoes,
collectors have to make a large payment in
advance.

The operating costs of premise and office
rental is not included in the cost of farmers’
associations whose heads use, in both cases of
Anh Dao and Ap Dinh, their own houses for
business operation. Except for Ap Dinh asso-
ciation, farmers’ associations in Dalat revealed
that most business expenses currently derive
from other activities such as trading
consumer goods or production inputs.
Operating capital is a crucial factor in SM
operations. CoopMart’s profit is 12% and 20%
on selling price respectively for leafy
vegetables and fruit-vegetables, not account-
ing for waste and other overall investment like
premises, trading space and so on. CoopMart
itself recognizes that its vegetable trading
operation is currently only for drawing
customers towards 5M to buy other more
profitable products.
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While producers’ profit portions in selling
prices are little different between SM-driven
chain and traditional chains for baby toma-
toes, they are significantly different between
the two chains for ordinary tomatoes: 15.7%in
the SM driven chain, compared to 7.1% in the
traditional chain, i.e. more than twice more.
This demonstrates farmers'vulnerability in the
tomato market, especially for farmers outside
associations, and the benefits of farmers' asso-
ciations that bring higher profits to its mem-
bers by directly selling to SM at a higher price.
As regards water convolvulus, farmers’ profit
margins are 13% higher in supermarket-

driven chains than in traditional chains.

While farmers’ production costs are relatively
equal in the two chains (42.5% and 45.8% for
baby tomatoes, 38.3% and 38.9% for toma-
toes, 26.6% and 25.5% for water convolvulus),
it is the technique applied in production and
the way their products are marketed that
crucially determines their earnings. This fact is
clearly demonstrated in the case of tomatoes.
In Lam Dong province a larger portion of
farmers is not familiar with SM driven chains,
in contrast with Cu Chi situation.

VI. Advantages and drawbacks of
the different types of outlets

After having penetrated into supermarkets,
suppliers face several difficulties in maintain-
ing their transactions, including high quality
requirements, supplying capacity for a wide
range of vegetables, and competitive prices.
These are respectively debated so as to draw
out the prerequisites for a more efficient
participation of the poor in the chains.

A. Quality requirements

Vegetable quality requirements concern
safety, appearance and grading. The
appearance is comprised of color, softness,
toughness, size, and solidity. Supermarkets
buy grade 1 vegetables. Water convolvulus of
grade 1 is greenish, softer, and shorter than
grade 2 or that in the second harvest. Toma-
toes of grade 1 are solid, not limp or flaccid
and of medium size.

Supermarket purchasers require safety, which
is not the case with wholesale or retail
purchasers. Supermarket controls on safety
are not carried out on a daily basis. Metro Cash
& Carry's safety inspection is performed once
in a month on their different kinds of

vegetables, and also when receiving any
complaints from consumers.

Currently, the HCMC DARD implements its
once-per-week free inspection for the whole
Tan Phu Trung commune, which has two
farmers’ organizations, namely Tan Phu Trung
cooperative and Ap Dinh association. On
average, each organization receives two free
inspections per month. In each inspection, all
kinds of currently sold vegetables are taken
into consideration, i.e. one sample is
inspected for each kind of vegetable. For
example, at each time of inspection, Ap Dinh
has provided 12 samples, corresponding to
about 12 kinds of vegetables. While cutting
the inspection expenses, Metro Cash & Carry
gets much benefit from this program and
finds that it is rather enough to guarantee
vegetables’ safety. While Metro Cash & Carry
has tried to reduce such expenses as much as
possible, CoopMart has budgeted 50 to 70
million VND each month for inspection of
fresh and processed food products. The cost
of inspection is charged to suppliers if the
vegetable is not safe, otherwise Saigon Coop
itself pays the cost.

In addition to controlling vegetables sold by
farmers’ organizations, the DARD has
deliberately performed inspection at special
stalls in wholesale and retail markets in which
safe vegetables are sold. However, neither
wholesale markets nor retail ones are
equipped with safety control systemns. Safe
vegetable stalls are operated by vegetable
companies. Currently, there are 15 companies
in HCMC involved in trading safe vegetables.
None of them has undertaken production
(see Chapter 4). Although they keep an eye
on these outlets, no farmers’ organizations
have currently penetrated these market
segments.

From the supply side, farmers in associations
state that safety is almost the same between
vegetables sold either to supermarkets or to
ordinary retailers as vegetables are grown in
the same field. The only difference is the
appearance or grade. In some cases for toma-
toes, farmers separate plots and exert stricter
control on pesticide use and delay between
spraying and harvesting for tomatoes
supplied to supermarkets. However, we don't
know whether this is really the case. From the
collector’s viewpoint (interview on 13/04/05
with Mrs. K., a trader in Dalat wholesale
market and supplier of Metro Cash & Carry),
after collecting vegetables from farmers, she
selects the best vegetables for Metro Cash &







frequently change their suppliers to cut down
prices without any consideration of vegetable
safety and of their loyalty in dealing business.
As a result, the associations’ vegetables
change prices everyday, and may be chan-
neled to other distribution chains in the
market.In fact, Anh Dao gains profit on certain
kinds of vegetables only among a wide range
of vegetables supplied. The unstable
purchasing price and the uncertainty in the
purchasing capacity of supermarkets have
discouraged farmers and associations from
investing in production to ensure a reliable
supply.

Metro Cash and Carry’s purchasing strategies
are focused on competitive pricing, which
prevents anyone from building a reliable and
loyal business relationship with them.
Recently, such strategies have clearly been
shown in practice as the period of time for
negotiating purchasing prices has been
reduced from seven to three days. Metro Cash
& Carry’s purchasing managers used to nego-
tiate with collectors for the agreed price of
vegetables every seven days. This means that
the collectors’ selling price (or Metro Cash &
Carry's purchasing price) used to be stable
within a week. Currently, such period of time
has been reduced from seven to three days.
The shorter the bargaining period, the less
stable the prices of vegetables are. Such a
shorter period either enables collectors to
obtain a highly competitive price or lose their
supply contract due to other competitors'
lower prices. Collectors and farmers them-
selves do prefer stable turnover and a loyal
business relationship to such a wventure.
According to Mrs. K., a trader in Dalat whole-
sale market and supplier of Metro Cash &
Carry interviewed on 13/04/05, supplying
Metro Cash & Carry is not more profitable
than selling vegetables to wholesale and
retail markets without prior sorting. Therefore,
supplying Metro is only one among a number
of options and it has not been decisive in her
business. Mr. Q., the head of Xuan Huong
cooperative, told us that Metro Cash & Carry's
strict quality requirement is focused on
vegetable appearance rather than safety and
that its concern for competitive pricing does
not enable it to build loyal business relations,
as it often changes suppliers among all types
including collectors, traders in wholesale and
retail markets, and cooperatives.

Each supermarket keeps a small number of
suppliers so that they can maintain a competi-
tion among suppliers. Each supplier has to

offer its prices before a SM makes a decision
on purchasing. A SM may negotiate the prices
with the supplier, may decide to buy at a small
volume if the offered price is relatively high or
may decide not to buy these products from
this supplier at all. As volume and price are not
predetermined by the written contract
between SM and suppliers, this creates prob-
lems for farmers. Some suppliers such as Xuan
Huong agricultural co-operative, which is well
known for its safe produce in Dalat, have given
up supplying SM. They sell to vegetable com-
panies which agree to buy at a fixed price by
contract. This price ascertains a specific
margin for farmers even though it is usually
lower than the market price at some points of
time.

However associations suffering from loss of
purchasers also occurs in the case of
vegetable companies. This is the case of Phuoc
Thanh cooperative. A contract between Phuoc
Thanh and a vegetable company has ceased
because the company bought vegetables
directly from farmers. The cooperative has
suffered a loss for its long training of farmers
and other long-term investment in produc-
tion. The company has offered the same prices
to both the cooperative’s members and
outside farmers. Though this price was equal
to the cooperative’s purchasing price, farmers
are in a more fragile position, as the govern-
ment does not record the company’s contract
with farmers as it is with the cooperative.
Another drawback quoted by Duong Thao Co.
in the case of processed products such as fried
onions, freeze-dried persimmons and sweet
potatoes, is that some companies repack the
products of the cooperative and replace the
trademark or product’s label with their own.

E. Planning difficulties

Duong Thao Co. illustrates another case of
drawbacks in doing business with supermar-
kets. Mr.T,, the company’s director, used to get
large orders from Metro Cash & Carry without
any contracts for production. As the company
cannot store vegetables for a long time, he
sometimes was not able to meet these large
orders not because of his supply capacity but
because of lack of production planning, which
could have been avoided if Metro could make
orders before the crop time.




F. Terms of delivery and payment

Cash payment on delivery is carried out in the
traditional chain, or one to three days after
delivery. When the market is short of
vegetables, collectors have to pay in advance
for their collection from farmers; hence they
require a lot of capital. Few cases of collectors
buying standing crops, which they harvest
themselves, have been observed for tomatoes.
In this case, payment is also in advance, based
on the market value of the crop as estimated
by the collector.

In the supermarket chains, farmers’ organiza-
tions receive payment 15 days after delivery.So
far the associations have accepted these
conditions because they are the rule for all
supermarket suppliers including wvegetable
companies. Some supermarkets have taken a
1-2% percent deduction on each payment to
farmers’ organizations for their promaotion
expenses.

While in traditional chains vegetable delivery
takes place at the selling points (either whole-
sale or retail markets), except for collectors,
supermarkets and vegetable companies in
HCMC carry out delivery at their premises. As
long as buyers take delivery cost into account
in the purchasing price, farmers’ organizations
feel satisfied and try to make the best use of
their trips to the city for various errands.

7. Prerequisites for the poor’s par-
ticipation in new market channels

A. Farmers’ qualifications

To penetrate into modern distribution chains,
farmers need to supply vegetables of high
quality in terms of good appearance, uniform
size and safety. To meet these criteria, green-
houses are required for baby tomatoes, but not
for safe water convolvulus and normal toma-
toes. Secondly, while farming techniques are
not too complicated, harvesting techniques
are decisive to meet market criteria. For
example, farmers have not to spray any kind of
pesticide in a given period before and during
harvesting time, to not water during this
period to control the level of moisture, to keep
vegetables clean and prevent disease trans-
mission from roots. Moisture makes vegetables
easily infected from pestilent insects, which
may possibly appear at the root. And
vegetables are more easily damaged when
packaged either with nylon instead of firm

plastic baskets or in wet condition.

Thirdly, vegetable production needs labor
efforts more than capital invested. Though
farmers have to supply uniformly sized
vegetables, their farming is not a mass produc-
tion like manufacturing. A good farmer is often
characterized by his cautiousness and
diligence, especially for harvesting. As a result,
small-scale production is preferred to large-
scale Farmers who have small- to medium-
sized production, from 800 m2 to 2,000 m2,
commonly fit this criterion.

Apart from capital investment and harvesting
techniques calling for external support,
namely credit supply and training, the
remaining conditions require farmers to move
toward more suitable attitudes in farming. In
addition, modern distribution chains demand
not only high quality but also diverse varieties
of vegetable. Such a demand is actually
difficult for small farmers.

B. Development strategies of farmers’
organisations

From the perspective of the heads of associa-
tions, they all need to penetrate into more
outlets and invest in more reliable supply
capacity regarding higher quality and
increased stable quantity (see Table 201).
Though each association has its own way to
market vegetables, Ap Dinh, Anh Dao, and
Phuoc Thanh associations have all kept an eye
on expanding outlets. While Ap Dinh and
Phuoc Thanh associations have preferred to
set up their own retail outlets, Anh Dao has put
its priority on wholesale markets, supermar-
kets, vegetable companies and large-scale
consumers like Vietsov Petrol Company. These
associations’ production plans also include
diversifying into a wider range of vegetables.
Besides, an increasing demand for high-
ranking vegetables and organic vegetables
has been taken into account by Ap Dinh and
Xuan Huong associations.

C. Need for government support

Apart from their own internal solutions, the
heads of associations have recornmendations
for government intervention. According to Mr.
H.,the head of Ap Dinh association, and Mr.Q.,
the head of Xuan Huong association, the farm-
ers' difficulty in marketing their vegetables is
the seasonality, which may result in excess
supply in the whole market. Such a supply
capacity at the whole national scale has been






















