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AFD
FAO
Danida
DFATD
DFID
GAP
GDP
Glz
IFC
JETRO
JICA
NGO
MPS
ODA
SDC
VND

W

Asian Development Bank

French Development Agency

Food and Agriculture Organization

Danish International Development Agency

Department of Foreign Affairs, Trade and Development (Canada)
Development for International Development (UK)

Good Agricultural Practice

Gross Domestic Product

Deutsche Gesellschaft fiir Internationale Zusammenarbeit
International Finance Corporation

Japan External Trade Organization

Japan International Cooperation Agency
Non-governmental Organization

Milieu Programma Sierteelt

Official Development Assistance

Swiss Agency for Development and Cooperation

Vietnamese Dong
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Summary

The Survey aims to examine the potential use of the technology of Naniwa Flower Auction Co., Ltd.,
“Total Practice Coordination of Freshness-keeping Distribution of Cut Flower” for Japanese ODA projects
which is expected to contribute to addressing the development issue in the cut flower industry of Lam Dong
Province of Viet Nam. The scope of the Survey includes network building and information gathering to

develop ODA projects and to launch and expand business after the projects.

I. Description of the current situation and development needs of the
concerned development issues in the surveyed country

Lam Dong Province has an altitude 800 to 1,500 meters and its climate is constantly cool all year round
with annual average temperature of 18 - 25°C. The production of flowers here is the largest in the country
thanks to its ideal environment. The Provincial Government further designates flowers as a strategic
industry alongside vegetables and wishes to develop them as internationally competitive export items.

However, there remain various challenges in the industry of the Province, which include not only
insufficient production systems and materials for high-quality products, but also inappropriate operation
practices in each step of the cut flower value chain from post-harvest sorting and cooling to packing,
transportation, and storage in retail shops. These inappropriate practices degrade freshness and quality of

the products cumulatively through the value chain.

I1. Possible applicability of the SME's products and technologies

Naniwa Flower Auction is Asia's 2nd largest cut flower auction. Since 2008, the company has exported
Japanese cut flowers to foreign countries including the United States and Canada. As shown in the figure
below, Naniwa’s products are highly evaluated for the long-lasting, quality, rich variety, etc. in overseas
markets especially in the US. Naniwa’s know-hows for value-chain-wide total practice coordination have

made it possible to increase the product value.
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Naniwa Flower Auction’ s
“Total Practice Coordination of Freshness—keeping Distribution of Cut Flower”

High Appraisal of Naniwa’ s products in overseas market (especially in U.S.)

Long-lasting High-Quality Rich-Varieties
¢ Clearly last longer than
those from other * Unique texture and color
countries * Better balance, more
* All buds beautifully petals, voluminousenss
bloom in the end

* Timely supply of wide
varieties
Thorough.implementation of the consistent-know-hows
for maintaining fressness and quality throughout the distribution chain

. Harvesting Packaging . "

 Different colors and
flower shapes of same
varieties

* Introduce market * Develop and * Develop * Ensure * Propose product-
needs disseminate appropriate temperature- dependent

«Research and harvesting manual packaging controlled processing at
introduce new including materials transportatoin retailers
varieties and pr(.)cessmg of pre- * Develop and * Discuss and agree * Develop new
production shipment disseminate product handling products/brands
technologies * Develop detailed packaging and procedure with collaborating with

N sorting standard loading manual carriers designers ,

— Total Practice Cordination by Naniwa Flower Auction —
Steady approach to players of each step to ensure thorough continuation of approapriate practice

I11. Verification of adaptability of the SME's products and technologies to the
surveyed country (Demonstration and pilot survey)

The survey had focused on introducing the company’s proposed know-hows on “Total Coordination
of Freshness-keeping Distribution of Cut Flower” to the public and private relevant organizations in Lam
Dong Province, such as Lam Dong Provincial Peoples’ Committee, Da Lat City Peoples’ Committee, and
Da Lat Flower Association, which are potential partners for the proposed ODA project as described below.
The survey team and the Vietnamese organizations shared the findings on issues faced by the flower
industry in Viet Nam that the survey team had found through the survey, and exchanged the comments and
opinions regarding customization of the proposed know-hows for the adaptation to the local context, and
reached the shared conclusion that the proposed know-hows and the practical implementation of such
coordination activities is the necessary and effective intervention to Lam Dong and entire Vietnamese
flower industry.

After the study on the local situation of the country, it was found that many of Vietnamese small- and
mid-sized flower farmers face the difficulty of, not only freshness-keeping practices and techniques in
shipment, transportation or distribution processes among the whole value chain, but of continuously
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introduce of new, up-to-trend varieties due to the lack of information and connection with seed companies
and retailers from high-end markets inside and outside the country. On consideration of this finding,
Naniwa refined a proposed design of the business model and ODA project, by incorporating the know-
hows in the product development and farming process in to the coordination activities to be introduced to
Lam Dong Province.

Through the survey, the company verified the adaptability of the proposed solution through: (i) needs
and issues analysis for localization of the proposed know-hows, (ii) study on as-is situation of Lam Dong’s
cut flower industry and needs for the company’s proposed solution, and (iii) test pilot implementation of
the Company’s proposed solution.

The conclusion of these verification activities is described in the below chart:

Problems preventing from Production to Marketing for Value Added Cut
Flower in Lam Dong Province, and its Solutions

Product

Post-Harvest

Development harvesting Sorti Packing Transportation
&Growing orting
9 * Lack of understanding | | «[nappropriate * Inappropriate * Using big boxes * Inappropriate
S OIS @IS harvest timing. grading standard which causes temperature
o market situations flower damages control by drivers
3 « Lack of access to new © Inapp'roprlate O Ineff.|C|ent '
(%) varieties (seedling, handling of post- grading process * Weak packing *Boxes are
P4 knowledge) harvest flowers materials (easily dumped and
gﬁ-_ * Lack of growing « Inappropriate use crushed) thrown in a very
8 e of perseverant * Un-waterproofed rough way.
pest control etc.) . A
2o - Wet boxes * While ship is
o o Ui . ideal for avoiding
communication q
8— between flower heat-shock, it
) growers and retailers takes too long.
3
(%]

* Share market * Prepare a manual * Prepare arule * Use small boxes * Share a manual for
n information with based on Japar.lese book among all « Use boxes and model distribution
o growers standard practices p!aygrs |r1 . materials that are channel
E". * Introduce new * Provide training distribution chain. stronger, water- * Produce new boxes
g varieties, R&D for for model growers * Prepare visual proof and etc. suit for container-
w growing manuals use, use Ethylene-
technologies gas absorbent

In the know-hows of the total coordination that Naniwa Flower Auction has developed through its
experience in Japan, the coordinator is supposed to take the steady approach to players of each process of
the value chain to ensure the implementation of necessary standards and qualities through the continuation
of appropriate practices. The practical solutions will be constantly changed or improved based on the efforts
to be made jointly by the coordinator and players to find the problems and their causes faced through daily
farming and trading practices. The tentative idea of solutions that are expected to be effective to the issues
currently faced by the players in the industry is shown in the table below.
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Tentative |dea of Solutions Expected to Address the Current Issues

Value Chain
Tentative Idea of Solutions
Process
Product ® Study of new varieties and farming technique with model farmers.
Development
and ® Trading and communication tool between farmers and flower shops to be
Farmi developed. It is expected to improve mutual understanding.
arming
Harvesting ® Operation manual for harvesting to be developed and disseminated. Naniwa and

its customer famers shares the standard manual in the flower industry in Japan,

which can be introduced to and customized for Lam Dong Province.

® Training with model farmers based on the above-mentioned manual

Sorting/Classification

® More detailed standard for sorting and classification to be developed and shared

among all the players on the supply chain.

® The new standard will be described in a manual that contains pictures and figures

which will help players to understand it visually.

Packaging

® Promotion of small-sized packing box for the decreasing of damage loss through

the distribution processes.

® Introduction of appropriate materials for packaging conforming to item/variety
characteristics and quality demand: high-strength cardboard or water-repellent

inner lining etc.

Transportation

® Establishment of a model distribution channel: standardization through manuals
and training on loading and handling of the products, environment control for

farmers and distributers.

® Sea transportation: special packing box for the containers to be developed. It helps
air circulation inside a container fully through the inner space of boxes for better

cooling of the products during transportation.

IV Proposal for formulating ODA project

Naniwa proposes an ODA Project which is aimed to: (i) demonstrate the know-hows for value-chain-
wide total practice coordination for high-value addition to cut flower produced in Lam Dong Province with

local players in each step of the flower value chain; and (ii) disseminate those know-hows to the provincial

government and relevant private sector players.
The expected impact of the project is to contribute to: (i) developing capacity of the provincial
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government and flower growers community to expand and maintain the total coordination of appropriate
value chain practices from product development and farming, transportation, to retailing; and (ii) improving
freshness and quality of the products at the final point of the chain, leading to the increased brand
recognition and demands of the Lam Dong’s cut flowers in the domestic and international market.

The following table describes the outline of the proposed ODA project.
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Outline of the proposed ODA project

Project Name

Verification Survey with the Private Sector for Disseminating Japanese
Technologies for Total Value-chain Coordination for High-value Addition to

Cut Flowers Produced in Lam Dong Province

Overall Goal

High-value addition to Lam Dong’s cut flower products are promoted,
demand from domestic and overseas markets and production are extended,
and sales price is increased. It ultimately leads to the increase of sales and
profitability of the small- and mid-sized flower farmers of Lam Dong

Province contributing to their better livelihood.

Project goal

Relevant Vietnam’s institutions enhance their capacities in implementing
Total Value-chain Coordination for High-value Addition to Cut Flowers in

Lam Dong Province and its markets in Viet Nam.

Main Activities

® To develop manuals for players of each value chain process participating

to the total value chain coordination.

® To set up a network and process standards of continuous introduction of
new varieties through the collaboration among model farmers and seed

companies

® To develop packing and transportation materials suitable for the high-
value added cut flower products for domestic and foreign high-end

markets.

® To develop the communication tool between farmers and flower shops

for Proof of Concept purpose and demonstrate it in the test trading.

® To implement test farming and trading of new, up-to-trend varieties of

cut flowers with selected model farmers and distribution channel.

® To disseminate the demonstrated and verified know-hows of the total
value chain coordination to the relevant players in Lam Dong Province

and other areas in Viet Nam

Counterpart

Institution

® Pecople's Committee of Lam Dong Province
® Pecople's Committee of Da Lat City

® Da [Lat Flower Association
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V  Further Business Development Plan

Naniwa will purchase cut flowers, as a wholesaler, from growers in Lam Dong
Province, and distribute them to domestic and overseas markets including North
America, China, Singapore, and Thailand. The total coordination activities which are
planned to be demonstrated in the proposed ODA Project will continue even in the
business stage as a free-of-charge technical assistance to the whole Lam Dong flower

industry.
Intended Value Chain Model at the Business Stage
Product Processin
Development Collection/Shipment Transportation Retail g End User
& Growing
Grower Transporter Retailer Consumer
Lam Dong Province
& K & &
Main Flower Trading Center Flowen
Partner T Partnetr B Bouquet Bridals
Grower r Naniwa’s r L= manufacturers \
< o - S —
Subsidiary in Vietnam ? ?/
& Ve ~ &
Other Other Flower
P ) Hotels
Growers €11 Cut flower Wholesaling ! Transporters shops
g i — —
swivin 44 1 T
1 1

\ &
.

Total Practice Coorination h -
& of ”':—"'9 A A A

Freshness-keeping
\_ Distribution of Cutflower )

Partner

Seedling
companies
Appropriate practices by players of each value chain step for value added cut flower
v Develop manuals for players v Develop boxes and buckets v Freshness retention test and v Certification system
for each step suitable for transportation feedback v Unannounced inspection
v Introduce new varieties and environment v’ Problem analysis and
support test growing consultation
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