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Impact of Supermarket Development
on Food Supply Chain in China
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Supermarket development would change
the structure of food supply chain in China
thoroughly, and it will become a
locomotive that lead the agricultural and
retail sectors and food processing industry
toward modernization in China!
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Supermarkets are gradually turning

Into main shopping place for 1.3
billion population in China.
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Supermarket started in China in 1990;

e |In 2003, there are 74.0 thousand SM
stores and total sales at US$ 71.1 billion.
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Development of Spermarket in China
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The Proportion of supermarket sales at total retail of
consumer goods in 12 cities

City Name Total Retail Sales of Proportion Numbers of
Supermarket £ Supermarket
(US$ Billion) | (US$ Billion) © stores
Supermark
et (%)

Shanghai AKS) 11.2 37.7 10220
Beijing 26.4 7.7 29.0 5000
Tianjin 12.7 3.0 23.3
Chongging 11.5 2.5 21.9 3000
Qingdao 7.3 2.1 28.7 3785
Shenyang 9.7 2.6 26.7 4000
Wuhan 11.6 3.0 25.9 2350
Suzhou 7.5 1.2 16.2 1093
Ningbo 7.2 1.7 24.0

Taiyuan

Yantai

2.7

0.6

20.4

Harbin
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Why are the rapidly development of
SMs in China
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Development of economy and raising
Income of residents

Per Capita Annual Income of Urban Engle Coefficient of Urban and
and Rural Households Rural Households

O Rural o Ruralh y
Household ' | Househo

® Lrban . Egﬁzrelhold
Household
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Consumers need better shopping

Environment

The reason for purchase in Supermarket

O Save time

B Varieties
O Discount Products

O Better environment
B Others

<20 20-29

30-39

40-49

50-59
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A survey on 240 Beijing Households by author, 2004
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Needs of safety and quality agri-food

70.0

60. OF

50, 0f

B Convenience
30. 0f OVarieties
20, 0F OPrice

10.0! %

0.0
Dairy Pock Rice  Vegetables  Fruits

—

A survey on 240 Beijing Households by author, 2004
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Supermarkets attempt to gain profits
from Iincreasing scales
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SM chains open new stores

CEEELLLELES:
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(2) RINALHY E A S T A /N T
Large Chinese and foreign chains are
acguiring smaller and medium chains




?w

BT 5L(2002-2005)

Supermarket chain buy list (2002-2005)

Year

2002
2002
2002
2002
2002
2002
2002
2002
2003
2003
2003
2004
2004
2004
2004

2004

Name

Lianua
Huanren
Huaren

Huarun
Carrefour
Huishang Group
Beijing Huanlian
T-eleven
Dashang Group
Shoulian Group
Huanrun Group
Tesco

Wu-mart
Wu-mart

Lianhua

Be Bought Chain

Huashang Group
Suguo

Huaren Wanfang
Guangdong Baihui
Tianjin Quanye
Shangzhidu
Beijing Small SM Chains
Shanghai Liangyou
Tiankelong

ITtanfu SM Chain
Huanlian

Lrgou

Chaoshifa

Darong

Youjia Group

1ﬁnhHﬁ
D s A

2005
2005

Lianhua

Lianua

Dasuang Group

Jiayong

Area

Hangzhou

Nanjing

Tianjin

Hangzhou

Beijing
Beijing

Shanghai

Beijing
Tianjin
Shenyang
H ngzh

Investm sto
ent (100 re
0 US$) Num
ber
25301
16867 150
10000 4
37711 40
550
10000 16
9639
260000
8875
12
2

1181

_-
ONanjiog T8
Serving
(Sh, S o2
bt s

Nanning

12892

Explain

Buy 39.25% Stocks

Buy 34.77% Stocks

Buy 20. 0% Stocks
Buy 50. 0% Stocks
Buy 25.03% Stocks
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foreign chains enter China

Year Name of Company Country Place of first

Supermarket
1991 Yohan Japan Shanghai
1992 7-Eleven Japan Shenzhen
1995 Carrefour France Shanghai
1996 Metro Germany Shanghai
1996 Wal-Mart URYAY Shenzhen
1997 Lotus Super Center Thailand Shanghai
1998 Ito Yokado Japan Beijing
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Ko 4.6%[ 15, S EHI21.9%.
Sales of foreign chains in China in 2004

atl5.6 billion US$ & 3402 Stores

No. name of SM Sales Number of \[o} name of SM Chain Sales (US$ Number of
Chain (US$ Million) Stores Million) Stores
1 KR4 (Carrefour) 1957 62 14 #4 (Ito Yokado) 349 5
2 IR (Suguo) 1672 70 15 {3 (Parknshop) 331 31
g MXF (rust 1446 88 16 Ji%EE Makro) 181 6
art)
4 FHHEER (Yom!) 1430 1400 17 %+ (Dicos) 122 383
5 MK (Huarun) 1327 476 18 R4 (OBI) 12 11
6 KIE% (darenfa) 1145 40 19 é%%ﬁﬁ (Family 96 43
7 WR/RE (Wal-Mart) 920 43 20 j&t %% (Chamion) 60 6
8 T (parkson) 892 30 21 K K5 (Daiei) Y! 12
9 W3t (Lotus) 891 41 22 7-Eleven 54 198

13 D\léj (Auchan)
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Government policies
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Prolect of Ministry of Commerce:
“Ten thousands villages and thousands

Policies of Changing wet-
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Impact of SM Development up the food

supply chain
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Set up a new food supply chain

RSN EEN 5 HE T BN
SMs introduce suppliers into supply chain.
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Carrefour chain in Beijing has 3

vegetable suppliers, Beljing Fangyuan
Ping’an Safety Food Development Co.,
Gujihong Trade Co. Ltd. and
Lingyuanhong Food Co. Ltd.

e



2. G AR = AR P AR
Introduce new agri-food production model

Direct managed

farms
, HE ARy
Supermarket Suppliers — Contracted small-
T SR scale farmers
/f/\}L_\Z ﬁ;ﬂ é\lﬁjd\ﬂ)ﬁ
Farmer




AT A2 224 B b T R 2
Beijing Fangyuan Ping’an Safety Food Co.

J7 AR BT B FH X MR EE 2 N7 T 40072 Lt
PI7Nye I, AP S LSR8 B 5 i o
20044F 75 R I SE i B w2 2, e

WX E|1.7/47T

Fangyuan sets up 400 ha directly managed
farm in Chaoyang district in Beljing, which
cultivates green and organic vegetables. In

2004 the output of vegetables was at 20,000
t 170 million RMB.
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Introduce new technical of distribution
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Build distribution centers with warehousing
and transportation facilities
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Increasing the speed of import food into
domestic markets
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he routes of Foreign Agri-foods Iinto
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Domestic

Supermarket

N

Consumers <

Other retails

|

Whole sale

market

Foreign
supermarket

Global

procurement [*
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International

Traders
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International

markets
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Import agrl -food Into the domestic market needs a
process of consciousness and acceptance by
consumers; The means of foreign agri-food to enter
the domestic market are as follows:

(1) B 5w ererh B A EVE 9 & d R (EANETTD
Satisfy with demands of foreign consumers in China
(Foreign SM);

(2) Wi HEANEIELEERE TR (EIMNET) ;

Satisfy with the Chinese people who has living
experiences abroad (Foreign SM);




(3) P DBFEAH FYIH DA KA CE IR S

) ;

Adopted by few people who love new things
(Foreign and domestic SMs);

(4) NFEINZHENESE a2 (EWNETD .

Accepted by most Chinese consumers
( Domestic SMs)

Sl R, SRR SRR, B

Cases: cheese, butter, new varieties of vegetable
and fruits

s
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Set up a safety food supply chain
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The traditional food supply chain
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Small-scale farmers
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Agir-food collector
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Transporter
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Consumption area
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Private Peddler
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Issues of traditional food supply chain

1. AR~ 31548 Oy (E AN BE i R AT T
%
There are too many intermediate stages from
the beginning to the end of the supply chain;

2. HENVEE ESASIA T 2 A A LK &R
Lack of connection among different stages;

3. Ml T XAFAE, SAIERA Ny g 35 8 i
4 IR 2R AFAE

As opportunism existed, every links in the

/
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Consumers have less confidence for
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Supermarkets are introducing food safety
and guality management system in order
to iIncrease competition power.
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Carrefour CQL Project in China

1. COQL Litchi (1999) (##) ;
2. COQL Pomelo & Mandarin (2002) il 1A

fit)
3. CQ
CQ
5. CQ

e

| Pork Shanghai ( Dec. 2003) (3R
_ Pork Beijing (Dec. 2004) (J&AD

_ Salmon ( From Norway, March 2003)

(=2Cf)

6. Current Develoiment:
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The food quality control system at other SMs

1. PEERE T HE H AR B8 fr i 2 A T RS
Ito Yakado introduces “Fresh food manage
system "from Japan into chain store in China.

2. WS

A
L o Y |
L J—

EET H A A R AR

Wu-mart set up “Own brand quality manage
system”.
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Organic & Green Vegetables in SM

Name of SM Variety of Organic or NER Varieties of Organic or
vegetable green vegetable green
vegetables vegetable
Huarun 20 15 Huaguan 84 47
Hualian 32 17 Huaguan Shopping 70 33
Center

Huapu 20 20 Taixingyuan 33 16
Hua’an 18 10 Wumart Fresh Food 77 46
Zhuangsheng 42 15 Yikelong 47 25
Auchan 87 46 Wumart (Yungang) 17 13
Huaguang 87 47 Wumart 20 9
Carrefour 92 30 Hengyuan 75 40
Chaoshifa 35 29 Wumart hypemarket 18 10
New World 68 68 Lotus (Liuli Bridge) 30 14

Meilianmei Yikelong
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The safety Agri-food productions are
under the management of supplier

(1) HNHERAR: XA~ T
B
Supplier’'s farm: to be managed at entirely
by supplier self;
(2) BLRV Ry B AR P FE
Supplier’'s AF production base;

e




V. R AR 7 ol A
Supplier’s Agri-Food production base

AT SR B & EVJ?”HL_L
Feh . mE RO IRBEM T, IE. ARy SEAE
PR R, IRIE DR b1 N B AL E’Jiﬁlﬁﬁﬂh
A A P I AR A T

Supplier set up the AF productive bases at
certain village which productive condition fit
for safety and quality AF. Supplier provide
seeds, pesticide, chemical fertilizer, and give
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On the Twain Food Supply Chain in China

[ [R] S 7 PR 25 B (R D BE

There are two agri-food supply chains in China;

(1) —Zc e A AE Y #E) B 2 dh HE Y BE

One food supply chain is under management of
supermarket and suppliers

(2) 5 /N AR P 4 #E R T3 -+ SRR )
o A Y
The other is small scale farmers + wholesale

R
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The difference of two supply chain

e AT =8 N7 e o 1 W = AT P VA
A LOS P i AT BR SR Y, PR 22 S

The food In the supermarket supply
chain could be traceable;

AINFUBRAR P, A T 3 AN A AR AR 1
TARIEIH, ARMECRUE & 242

The food at paddlers could not be traceable.

Eaaaay oy
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Prospect of Retall Sector in China

The Preportion of Supermarket Sales at Total
Ketail

———

——&— Supermarket
—— Other Market |

1994 1996 1998 2000 2002 2005 2008 2010 2012 2015
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Impact of SM development upon
traditional retall sector
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Affects of supermarket upon peddlers’

business

O large Affect
B Small Affect
O Non Affect
O Others

The survey on 100 small retail stores in Jinahou, Hubei Province

By Qi Dongliang, January 2005
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Impact of SM upon the sales of peddlers

The survey on 100 small retail stores in Jinahou, Hubei Province

By Qi Dongliang, January 2005

O Increase
B Reduce
O Unchange
O Others
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The plan of peddlers in future

O Move to other area
B Sale other Proudcts
O Change to Other Job
0Go back Village

B The Others

The survey on 100°small retati'storesan Jnahou, Hubel Province

By Qi Dongliang, January 2005
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Issues to be resolved
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Many relevant government de
recognized the effect of SM

agriculture, distribution sector, processing
Industry and consumption,;

2. R
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e A%

partments have not
evelopment on

 m—

GG UOR NG TIT IR A
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Farmers have not set up farmer’s associations to
cope with the supermarket development;




3. RT S Bl /N RIAR R MY B SR N A

WAy CHRBNEEED
How to help small-scale private peddlers

to cope with the changing of environment,
help them to find out new job (Organize
professional training);

4. Tl 7E AH R BUR AR AT Wy 37 22 4 6l

W %

Formulate relevant policies and regulations

ST T S
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Study on the impact of SM development
upon international trade through
International cooperation.




25 Conclusion

T IEAE R E T E !
Supermarket makes China
changing!
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