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ABSTRACT

In this study, the structure, conduct, and performance approach and the
marketing channel approach are applied, together with the insights drawn from the
theory of institutional economics. These approaches are used as a guideline to
discover the different issues in the glutinous rice (GR) marketing system in the
Mekong Delta (MD). Marketing costs, marketing margins, and the profit margin of
each trader in the marketing channe] are analyzed. A total 60 of GR farmers, 47 of GR
assemblers, 39 of GR dryers, 24 of GR millers, 18 of GR wholesalers and three state
owned enterprises were interviewed in the three provinces that have the largest

glutinous rice cultivated areas in the Mekong Delta.

The result of the market structure analysis indicates that the average age of
trader is between 41 - 45 years old with experience in the glutinous paddy/rice business for
about 11-15 years. The reason they become involved in the glutinous paddy/rice is the high
profit margin. Millers have the highest investment capital (1,665,835 thousand VND), and
assemblers the lowest investment capital (67,441 thousand VND). The GR market in MD,
Vietnam can be characterized by competition. In general, it is concluded that there are
no important barriers for new traders to enter the glutinous rice market in the MD.
However, the greatest obstacle for new traders entering the market is investment
capital. There is no concentration of traders in the Mekong Delta market. The GINI
coefficient is low for all of the glutinous traders: 0.2122, 0.2552, 0.3109 and 0.2143
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for assemblers, dryers, millers and wholesalers, respectively. The glutinous rice
products marketed are rather homogenous, with 53% of assemblers, 59% of dryers,
46% of millers and 61% of wholesalers very easily obtaining price information in the
market, The marketing channel through which glutinous paddy/rice passes from
farmers to final consumers, is quite complex. Three main glutinous rice-marketing
channels are identified in the study. In the domestic GR market, private GR traders
play an important role in distributing the product. The quality (variety and % broken) and
moisture content are two factors that directly influence purchasing and selling price

formation.

With regard to the GR market conduct, the major finding is that all traders
purchase and sell at the local market level, but some large-scale traders purchase and
sell in other provinces. All traders did not make contracts when purchasing and selling
their products, except 21% of the millers and 22% of the wholesalers. Assemblers do
not store or own warchouses. But all dryers, millers and wholesalers own warehouses.
The storage length-time is from 1.6 months (wholesalers) to 3.6 months (millers). The
main reason for storage is to wait for a higher price. Most (about 75.00% — 84.62%)
investment capital of traders is borrowed from the state banks. Traders also borrowed
from moneylenders at a high monthly interest rate from 4.05 — 5.40% because the

conditions given by moneylenders are not difficult to satisfy.

The analysis of market performance shows that the marketing cost of
assemblers, dryers, millers and wholesalers are 102,853VND, 72,657VND;
150,899VND and 113,028 VND per ton, respectively. The profit margin is
37,005VND per ton (assemblers), 87,608 VND per ton (dryers), 63,608 VND per ton
(millers) and 75,491VND per ton (wholesalers). However, the percentage of profit
margin in total costs is 1.42% (assemblers), 2.62% (dryers), 1.03% (millers) and
1.18% (for wholesalers). These numbers show that if traders invest capital into the
business they will make profit, but at relatively low rates. The average storage cost to
dryers, millers and wholesalers are 44,555 VND, 54,099 VND and 76,954 VND per
ton per month, respectively. All traders have perfect price performance in the first two

month’s storage.



