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EXECUTIVE SUMMARY
The Vietnamese dairy sector is valued at US$ 4.1 
billion and has been growing at a CAGR 16.6% 
over the last 5 years. Supported by favorable 
demographics and steady consumer base expansion 
in terms of quantity and disposable income, the 
Vietnamese dairy sector is expected to continue to 
show high paced growth over the next 5 years. 

While the downstream dairy sector is dominated 
by many big players, opportunities exist for high-
end products and the upstream dairy farming 
making Vietnam’s dairy sector attractive to foreign 
investors. As of today, the Vietnamese downstream 
dairy sector is very consolidated with less than 10 
players capturing 85% of the market. The upstream 
dairy sector, on the other hand, is more fragmented 
with a lot of under-developed providers of raw milk, 
resulting in heavy reliance on imports of raw milk 
(70%) to keep up with market demand.

The Vietnamese dairy market size in 2015 was 
US$ 4.1 billion with powdered milk and liquid milk 
being most sold dairy products (66% value share). 
Among the other kinds of dairy products, powdered 
milk, cheese, and fresh cream are the three dairy 
segments most attractive to foreign producers. 

Foreign producers fulfill 60-65% of powdered milk 
demand in Vietnam resulting in approx. 50% sales 
value of powdered milk from imported products. 
Foreign producers also produce and import 70-90% 
of volume of cheese consumed in Vietnam. Fresh 

cream is the most fragmented segment with the 
top 10 players accounting for less than 15% of the 
market value. The market is diversified with lots of 
SMEs and startup businesses.

The dairy market in 2020 is expected to double 
its size, reaching US$ 8.2 billion as Vietnam’s 
population is projected to increase by 5 million people 
and personal income and dairy consumption are 
foreseen to increase at 15% and 7% compounded 
annual growth rate (CAGR) respectively.

Changing consumer’ habits are expected to fuel 
the demand, especially for relatively new product 
categories such as yogurt and cheese. The yogurt 
segment is projected to be the fastest growing with 
a CAGR of 24% over the next 5 years as convenient 
branded products are expected to gradually replace 
traditional home-made ones. Sales of cheese are 
expected to grow at a CAGR of 8.2% over the next 
5 years due to the westernization of the Vietnamese 
cuisine.

To benefit from the trend, local companies in the 
dairy sector seem to reshape their strategies and 
focus investments on dairy farming development to 
strengthen domestic raw milk supply and to reduce 
reliance on imports. Moreover, they focus on rapid 
product innovation to promote sales and raise 
awareness of health benefits of dairy products to 
increase consumption.
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1. INTRODUCTION

Figure 1.1a: Dairy farming zones in Vietnam

Demography creates growth opportunities
Vietnam is home to over 90 million people, 53% of 
whom are under 45 years old. With a 1.2% annual 
population growth rate and the fast emergence of 
a sizeable middle class, Vietnam’s demography 
creates growth opportunities for the FMCG sector 
in general and for the dairy sector in particular. 

As Vietnamese consumers are increasingly paying 
more attention to the health aspects in their food 
choices, demand for high protein and high energy 
food such as dairy products have increased. The 
Vietnamese dairy industry in 2015 was estimated 
to be valued at US$ 4.1 billion, growing at a 16.6% 
CAGR over the last 5 years. 

Economic hubs
Vietnam has 2 epi centers of economic growth: Ha 
Noi and Ho Chi Minh City. Together, these cities 
account for 17% of Vietnam’s population. 

The city of Da Nang is in the Centre of Vietnam, 
accessible by sea, land, and air transport. Ergo, 
it is not uncommon for companies to choose Da 
Nang not only as a distribution point for the market 
in the central regions, but also as a transportation 
hub between regions in the North and South.

Dairy Sector 
The dairy manufacturing plants and dairy farms 
in Vietnam concentrate around the Southern and 
Northern provinces. It is estimated that 75% of 
total dairy cows are raised in the Ho Chi Minh 
City’s vicinity and nearby provinces, 20% are 
raised in the Northern provinces surrounding 
Hanoi, and 5% in the Central provinces.

The dairy sector in Vietnam is characterized 
by increasing investments in dairy farming to 
reduce the reliance on imports of raw materials. 
At the moment, it is estimated that only 30% of 
raw materials for dairy production are produced 
domestically.

Source: General Statistics Office, 2016
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Figure 2.1c: Vietnam Urban & Rural Population Map, 2014
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2. KEY FACTS ABOUT VIETNAM
2.1  Population
Similar to other countries in Asia, the urban population in Vietnam is growing. However, the majority of 
people continues to live in rural areas. In fact, it is estimated that 62% of Vietnam’s population lives outside 
of urban areas. Despite the fast pace of urbanization, it is expected that the ratio between the population of 
urban and rural areas will remain relatively stable for the next 5 years (see figures 2.1a, 2.1b & 2.1c below). 
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2.2 Vietnam Urban Centers
Ha Noi and Ho Chi Minh City are the two main economic hubs of Vietnam, which classifies them as “Special 
Class” urban centers. Hai Phong city, currently Class 1, is targeted to become Special Class in 2020 due to 
its strategic location for maritime, logistical & economic development.

Figure 2.2a:  Vietnam’s Urban Center
Classification, 2015 
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Figure 2.2a:  Vietnam’s Urban Center
Classification, 2015 

3. MARKET OVERVIEW
3.1 Market Size
The Vietnamese dairy industry has been growing consistently over the last 10 years. The industry grew 
annually at 16.6% over the last 5 years, doubling the market size from US$ 1.9 billion in 2010 to US$ 4.1 
billion in 2015. The market is also projected to double between 2016 and 2020 (Figure 3.1a).

The current domestic raw milk production has only been able to fulfill 20-30% of consumption demand, 
making this part of the dairy industry’s supply chain attractive for foreign producers who are looking to export 
to Vietnam or invest in raw milk production.

As domestic production of both raw milk (raw materials) and dairy products (finished goods) have not 
been able to fulfill the consumption demand of the growing population, the imported dairy products have 
been growing steadily over the last 10 years at an annual rate of 14.8%. However, dairy companies in the 
Vietnamese market have also been investing to expand their production capacity of both raw milk and dairy 
products to serve the local market. 

Vietnam’s dairy imports in 2015
As of today, more than 50% of Vietnam’s import of dairy products come from New Zealand, USA, and 
Singapore, whereas only 20-30% are contributed by European countries. The picture below illustrates that 
despite the positive trend, dairy imports in 2015 decreased by 18% compared to 2014 with the steepest 
decrease coming from the major markets (Figure 3.1c).
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Figure 3.1a: Dairy market grew at CAGR 16.6% between 
2010-2015
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According to industry experts from the Vietnam Dairy Association, imports in 2015 decreased not because 
the market contracted or stabilized (Vietnam’s dairy market is expected to continue growing fast), but rather 
because domestic raw milk production increased as a result of large investments in dairy farms by domestic 
key players in the sector. As of today, opinions are inconclusive as to whether investments by domestic 
players will be able to meet the growing market demands in the coming years. Hence, imports will likely 
remain important.

Another possible explanation was that the export price of the key markets decreased (New Zealand, 
Australia, Europe) in Q3 and Q4 2015 due to a surplus of supply from increased production output. 

EU-VN FTA’s effect on dairy market (EVFTA) 
The EVFTA, which will come to effect in 2018, will allow EU dairy products to enter the Vietnamese market 
tariff-free creating more incentives for EU producers to export to Vietnam. 

On the other hand, the EVFTA will reduce the tariff rate to 0% for animal feed and dairy calf imports which 
are the two major inputs for the production of raw milk. That is expected to create opportunities for locally 
produced dairy products that might be more competitive in terms of pricing.

Overall, even considering the foreseen tariff reduction, it will probably still be challenging for imported 
products to compete in price with locally produced products, except for powdered milk and cheese, for which 
consumers have always been willing to pay a premium price for ensured high nutrition quality.
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Figure 3.1c: Top 10 exporters of dairy products to Vietnam market
Source: General Statistics Office, 2015
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3.2 Market Segmentation

Figure 3.2c: Dairy product categorization

Dairy market value share: local vs international players
Over the past 3 years, local companies have increased their value share in both urban and rural markets. 
Consequently, international players are losing market shares, especially in rural areas where they lost 16% 
of value share to local competitors.

Powder milk market value
The powdered milk market accounts for 36.5% of the total dairy market and has been growing continuously between 
2010 and 2015. This market is expected to keep growing at an annual rate of 14.5% over the next 5 years reaching 
US$ 3.2 billion in 2020 equivalent to 170,000 tons of powdered milk (Figure 3.2d).

As consumers are willing to pay premium prices for high quality products, the powdered milk segment is dominated 
by FDI companies whose products are priced at 30-160% higher than local ones. 

The market share of FDI companies is estimated at 60-70% of the total market including big names such as Abbott, 
Friesland Campina, and Mead Johnson (Figure 3.2e). The only competitive Vietnamese player in this segment is 
Vinamilk with an estimated 25% market share. 

Vinamilk operates the biggest fully automated powdered milk factory in Vietnam with a capacity of 54,000 tons/year. 
For powdered milk, the competition is expected to be among the imported brands rather than with local brands, 
as the Vietnamese Government has regulated that the retail price of powdered milk for infants and kids must not 
exceed 15% of the wholesale price. This means that foreign producers will need to be more effective in distribution 
and channel management to be profitable.

Figure 3.2a: Dairy value share in urban areas Figure 3.2b: Dairy value share in rural 

areas

Source: Kantar World Panel, 2016
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Liquid milk market value
The liquid milk segment contributes 29% to the total value of the dairy industry. This segment has been 
growing by double digits for the last 5 years, and is projected to continue growing at 17% y-o-y until 2020. By 
2020, the market value of liquid milk segment is estimated to reach US$ 2.4 billion, equivalent to 1,600,000 
tons (Figure 3.2f).

Key players in this market are Vinamilk, Friesland Campina, and TH Milk. The domestic company Vinamilk is 
the current market leader with nearly 50% of the market share of liquid milk. Vinamilk invested US$ 110 million 
to set up a new factory and to expand its capacity between 2010 and 2020. In 2013, Vinamilk completed 
phase 1 of its biggest liquid milk factory in Binh Duong achieving a capacity of 400 million liters/year. By 2018, 
Vinamilk will finalize phase 2 of this factory which will double its capacity to 800 million liters/year.

Another key player, TH Milk also has plans to invest in a liquid milk factory with a total capacity of 500 million 
liters/year. This factory will become fully operational in 2017.  

Figure 3.2e: Powdered milk market share

Figure 3.2g: Liquid milk market share
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Friesland Campina

TH Milk

Other

Yogurt/ sour drinks market value
Vietnamese consumers have long been consuming yogurt to help digestion and improve health. In the last 10 years, 
with growing health awareness of consumers, dairy companies have been successful in launching branded yogurt 
products that promise to ensure better food safety standards than the traditional home-made yogurt. 

Yogurt is a fast growing segment, with existing demand waiting to be fulfilled. As such, the yogurt market in 2015 is 
estimated to value US$ 560 million, equivalent to 14% of the total dairy market value. Although still a small segment 
at the moment, it is expected to grow significantly at an annual rate of 24%, reaching a total volume of 240,000 tons 
in 2020 (Figure 3.2h).

This segment is currently dominated by local players. Vinamilk has the biggest share of the market at 73% with the 
Probyl and Probeauty brands, and IDP second at 8% with Ba Vi Yogurt brand. 
 
Other successful FDI brands are TH True Yogurt of TH Milk, Dutch Lady Yogurt of Friesland Campina, Jogole and 
Zottis of Delys, and Yakult of Yakult Vietnam.

Figure 3.2d: Powdered milk market value is expected to 
growth at CAGR 14.5% between 2015 - 2020
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Figure 3.2f: Liquid milk market value is expected to 
growth at CAGR 17.2% between 2016 - 2020
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Cheese market value
Although the volume of cheese consumed by Vietnamese consumers is still small compared to other dairy 
products, this segment is expected to continue growing steadily at an annual rate of 8.2% between 2016 and 
2020. (Figure 3.2j).

This segment is dominated by foreign producers. BEL Vietnam is currently the market leader with 70% market 
share. The remaining 30% of the market is divided among others like Fonterra, Lactalis, Vinamilk and other 
SMEs. This segment is considered to have the highest potential segment for foreign producers who target 
Vietnam for the export of dairy products.
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Figure 3.2h: Yogurt will continue to grow at CARG 24% 
between 2016-2020

Figure 3.2i: Yogurt market share

Figure 3.2j: Cheese volume will grow at 
CAGR 8.2% between 2016-2020

Figure 3.2k: Vietnam cheese 
market share 2015

Source: CEL Consulting projection, based on Euromonitor data, 2014 Source: Euromonitor, 2014
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Figure 3.2l: Vietnam’s import value of cheese products
Source: ITC Trade Map, 2016

Other cheese
Grated or powdered cheese, of all kinds
Fresh (unripened or uncured) cheese, including whey cheese, and curd
Processed cheese, not grated or powdered
Blue-veined cheese and other cheese containing veins

Figure 3.2m: Top 5 EU exporters of cheese  to Vietnam

Figure 3.2n: Top 5 non-EU exporters of cheese  to Vietnam

Source: ITC Trade Map, 2016
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Figure 3.2r: Condensed milk market shareFigure 3.2q: Condensed milk will continue to grow at 
CAGR 2.5% between 2016-2020

Figure 3.2o: Fresh cream market grew at CAGR 13% 
between 2010-2015

Figure 3.2p: Fresh cream market share

Fresh cream market value
The fresh cream market in Vietnam is still highly fragmented. The market leader is KIDO with only 9.8% market 
share followed by Vinamilk, Thuy Ta, and Trang Tien, all of which are local companies. Foreign companies 
such as Fanny, Bellany, Baskin & Robbins, Snowee, HaagenDazs, Monte Rosa are mostly active in the big 
cities. Although being the leading foreign company in this segment, Fanny currently only captures 1.7% of the 
market share. Overall, ice cream is a segment with lots of potential for growth. From 2010-2015, this segment 
grew by 13% and the potential is still plentiful for European companies.  (Figure 3.2o).

Condensed milk market value
Condensed milk was traditionally used as a nutrition source d by Vietnamese consumers; this role is now 
taken over by powdered milk and liquid milk. Although condensed milk has low nutritional value, it still 
accounts for 8.3% of the total value of the dairy industry due to its popularity as a sweetener in coffee, fruit 
smoothies and other refreshment sold in cafés across the country. However, this segment is considered 
saturated and is only expected to grow marginally y-o-y (annual rate 2.5%). It is estimated that in 2020, the 
condensed milk production will reach 420 million cans (Figure 3.2q).

Vinamilk dominates this segment with 80% market share and two major brands “Sữa Ông Thọ” (Longevity 
Brand) and “Ngôi Sao Phương Nam” (Northern Star). Friesland Campina is the second largest player in this 
segment with two brands: Dutch Lady and Completa.

Source: BMI International, 2014

Source: CEL Consulting projection, based on Euromonitor data, 2014 Source: Euromonitor, 2014
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3.3 Market Drivers
Booming population
The Vietnamese population is growing at an annual rate of 1.2% and is estimated to reach 96 million people in 
2020. Hence, over the next 5 years, the dairy industry in Vietnam will potentially have access to approximately 
5 million more customers. 

Growing dairy consumption per capita
At the moment, a Vietnamese consumes on average 20 liters of milk per year. By 2020, the dairy consumption 
per capita is projected to increase to 28 liters per person per year. The dairy sector in Vietnam will not only 
have an additional 5 million new consumers over the next 5 years, but the population is projected to also 
consume 40% more dairy products. However, even considering the significant 40% growth, Vietnam would 
still be consuming less milk per capita than Thailand (35 liters) and Singapore (45 liters), meaning there is still 
potential for the future (Figure 3.3a).

Figure 3.3a: Dairy consumption per capita
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Steady economy and the emergence
of middle class
The International Monetary Fund (IMF) projects 
a steady average GDP growth of 5-6% for the 
Vietnamese market. The unemployment rate will 
also remain stable at 4% resulting in the emergence 
of a sizeable middle class. It is estimated that by 
2020, the number of middle class citizens in Vietnam 
will triple, reaching 33 million people.

Youthful and urbanizing demographics
The general trend in Vietnam is that the population is 
becoming more urbanized and that life styles become 
more dynamic and fast-paced. Therefore, many 
consumers are looking for healthy but convenient 
foods that suits that modern life style. With over 60% 
of the population being under 35, demand for new 
convenient processed food products is on the rise.

Growing health awareness
Health awareness in Vietnam is increasing thanks 
to Government initiatives improving the general 
population’s knowledge of health and the nutritional 
value of dairy products. 

Such programs can be seen on TV promoting, for 
example, the intake of calcium to increase bone 
strength and to prevent injuries among middle-aged 
and elderly people or supporting a dairy rich diet for 
children’s development.

The development of modern trade channels 
and e-commerce
Modern trade channels are expected to develop 
rapidly over the next 5 years. Currently, most sizeable 
supermarket operators in Vietnam have only covered 
either the Northern (Ha Noi) or the Southern (HCMC) 
urban centers. With the expansion strategies of 
many supermarket operators for the next 5 years, 
supermarket channels can be expected to double in 
size. 

Convenience stores are also growing fast with 
considerable growth projected by all key operators 
(Figure 3.3b).

Source: Euromonitor, 2014



EVBN Report | 15

3.3 Market Drivers

Figure 3.3b: Projection of number of convenience 
store growth in Vietnam 2015-2020

Figure 3.3b: Projection of number of convenience store growth in Vietnam 2015-2020

Figure 3.3c: Sua.vn, a popular dairy e-commerce website in Vietnam
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E-commerce is also becoming popular in the dairy sector with key products being sold online including 
nutritional powdered milk for infant and children. On the contrary, ready-to-drink milk, and processed milk are 
expected to remain in traditional and modern trade channels.

Source: CEL Consulting, 2016
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Figure 3.4: Expats in Vietnam

3.4 Market Trends & Opportunities1

Domestic market trends 2016-2020
Little growth in traditional concentrated markets 
such as sweetened condensed milk.

Ready to drink milk with long shelf life (UHT) is 
foreseen to grow fast. The popular flavors are 
chocolate and strawberry. The preferred pack 
sizes are 200ml, 250ml, and family pack (1 liter).

Nutritional products for infant and toddlers 
(developmental milk) will show strong growth. 
Mainstream regular instant milk powder products 
will decline.

Fresh pasteurized milk, yogurt, and sour drinks 
will show strong growth in urban areas through 
modern trade channels.

Opportunities for new entries
Yogurt consumption growth will open plenty of 
opportunities for new products innovation. As 
Vietnam’s yogurt consumption is still low compared 
to other countries in the region (see table below), 
there is much potential for growth.

Country Yogurt / milk Consumption

Vietnam 20/80

Thailand 50/50

Singapore 70/30

Demand for ready-to-drink milk for the 50+ 
consumer age group is still not met sufficiently. 
This market presents big challenges, but also 
rewarding opportunities. There are between 20-
25 million consumers in the 50+ age group. At 
the moment, products catering to this segment 
have been mostly nutritional products (e.g. bone 
strengthening milk).

Fast growing Western-style restaurants and 
cafes, a growing expatriate workforce, and the 
westernization of Vietnamese family diet create 
favorable market opportunities for the cheese 
segment. Currently there are 74,000 expats 
working in Vietnam. The number of expats have 
grown annually at 6% over the past 5 years. 
Approximately 30% expats living in Vietnam 
are Westerners (European and American). It is 
expected that Vietnam’s cheese consumption will 
grow at 8-9% CAGR over the next 3-5 years.

The fragmented fresh cream market presents 
opportunities for newcomers including SMEs. The 
top 10 fresh cream producers only accounts for 
15% of the market. 

Success factors for new entries
Innovation is the key factor of success in the 
Vietnamese dairy sector as consumers are 
relatively open to try new products, especially 
ready-to-drink and processed milk. 

As dairy products in Vietnam have not yet 
become a commodity, investments in branding 
and marketing such as awareness campaigns 
and advertising to promote dairy consumption are 
important. 

•

•

•

•

•

•

•

•

•

•

1 CEL Consulting, In-depth interview with industry experts from leading dairy companies in Vietnam

There are ample opportunities for importers of dairy raw materials. At the moment, dairy companies in 
Vietnam have only been able to self-supply approximately 20-30% of their raw materials demand. Although 
companies are investing in pastures to develop their domestic sources of raw materials, imports will still play 
an important role in the coming years.
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4. CONSUMER PROFILE
4.1 Household Income
Generally speaking, Vietnamese households are earning more income and becoming more confident in their 
financial ability and security. In 2015, consumers in Ha Noi and Ho Chi Minh City earned an average monthly 
income between 700 and 720 US$, an annual growth rate of 15% over 5 years.

A recent survey shows that despite improving finances, Vietnamese consumers are still cautious and tend to 
save parts of their income. Vietnamese urban and rural consumers alike tend to save 11-12% of their income, 
resulting in conservative shopping behaviors. Prices are expected to remain very important to Vietnam’s 
consumers, and increased earnings will not lead necessarily to much more liberal spending.

Figure 4.1c: Consumer’s evaluation of their 
household’s current financial situation

Figure 4.1d: How consumer spend for 
grocery shopping

Figure 4.1a: Average monthly income per 
urban household

Figure 4.1b: Average monthly income per 
rural household

Source: Kantar WorldPanel Insight Handbook 2016

Source: Kantar WorldPanel Insight Handbook 2016
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Figure 4.2a: Rural shoppers’ FMCG 
spending

Figure 4.2c: New product innovation drives the growth of dairy category Figure 4.2d: Breakdown of new SKU 
launch in 2015

 

Figure 4.2b: Urban shoppers’ FMCG 
spending

4.2 Dairy Consumption
Consumers in rural and urban areas alike spend approximately 27-29% of their income on FMCG products. As dairy 
is among the top spending categories, it is estimated that 6-10% of consumers’ income goes on dairy spending. 
 
In general, urban consumers consume more dairy products than rural consumers. An average urban household 
spends US$ 18-20 per month for dairy products compared to rural households who spend US$ 6-7 per month.  

Consumer’s share of wallet & FMCG spending

Source: Kantar WorldPanel Insight Handbook 2016

Source: Kantar WorldPanel Insight Handbook 2016

Consumers’ willingness to try new products
Generally speaking, Vietnamese consumers are likely to try multiple brands instead of just sticking to one 
familiar or known brand. A recent consumer survey by Kantar WorldPanel found that 25-35% Vietnamese 
buyers were trying more than one brand. The survey also showed that 72% are pleased with the increasing 
variety of products available in the market.

Vietnamese consumers have been quite open to try new dairy product as dairy is the most successful FMCG 
category with new product launches achieving an average 20% penetration rate and 50% repurchase rate. 
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New product launches have been important for dairy companies to sustain growth and increase sales.  In 
2015, infant milk, cup yogurt, and drinking yogurt were the top 3 groups with the most product launches with 
83, 44, and 35 new Stock Keeping Units (SKUs) respectively. 

Although this helped to increase sales, the launch of too many products also resulted in cannibalization 
among different brands of the same company. 

Information channels for launching new products
Since dairy products directly affect the health and well-being of families, consumers are careful in choosing the most 
suitable products for consumption, especially in the case of infant milk where there has been a number of cases 
where fake milk or milk causing health issues has been imported from China. 

Word of mouth is an especially important tool for the successful launch of new products. In rural areas, consumers are 
also likely to take the advices from shop keepers when choosing the most suitable milk products.  TV commercials 
also play a large part in promoting new products.

Figure 4.2e: Top 5 information 
channel for launching new products

Figure 4.2f: Online FMCG 
Penetration

Another important information channel is the Internet. Following the online penetration of FMCG categories, 
sales of dairy products through the Internet is becoming more and more popular, mainly in the powdered milk 
group (powdered milk for kids and for infants). 

Purchase location preference
In general, Vietnamese consumers prefer to buy dairy products at local stores and supermarkets. 
Southerners show strong interest in buying at supermarkets, at 13-18% more than consumers elsewhere, 
whereas the local store is the most preferred channel for consumers in Central areas. Consumers in 
the North seem more open to try new modern trade channels such as convenience stores, and stores 
specializing in milk products than Southern and Central consumers.

There is also a big difference between males and females in terms of channel preference. Male 
consumers are less likely to buy dairy products at supermarkets than females. A factor contributing 
to this variation could be the fact that women are the primary grocery shoppers in households, and so 
would be more likely to shop regularly at supermarkets.

Source: Kantar WorldPanel, 2016Source: Kantar WorldPanel, 2016
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Consumer’s brand preference
Vinamilk is the most preferred brand in Vietnam, followed by TH True Milk and Fami, all of which are local 
brands. Dutch Lady is the most popular foreign brand. Overall, among the top 10 brands, 8 belongs local 
companies, namely (Vinamilk, TH True Milk, Fami, Vinasoy, Ba Vi, Long Thanh, Nutifood).  

Figure 4.2g: Purchase location preference by consumers 
in different regions of Vietnam

Figure 4.2i: Top 10 dairy brands nominated by consumers

Figure 4.2h: Purchase location preference between 
consumers’ gender

 Source: Q&Me Market Research, 2014 Source: Q&Me Market Research, 2014

 Source: Q&Me Market Research, 2014
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5.  DAIRY LOGISTICS
5.1 Vietnam Transportation and Logistics Sector2 
There are approximately 1,200 logistics companies in Vietnam. Out of which 900 are transportation agencies (70% 
are comprised of SMEs). There are 25 international logistics establishments holding 70% to 80% of the market 
share. The market growth rate is estimated at 16-20%/year3.

Modes of Transportation
Trucking accounts for transporting the largest volume 
of products (78%). The main challenges are the lead 
time (North to South transport takes 4-5 days) and the 
poor quality of roads and highways including a high 
probability of theft and congestion. 

Inland waterway is an under-utilized mode of 
transportation. Inland waterway transport services are 
not getting enough exposure to businesses despite 
the fact that they account for 16% of total volume 
transported, predominantly in the Mekong Delta areas.

Sea freight is the mode that is most suitable and 
cost effective for inter-warehouse transport. Most 
sea freight service providers are acceptable in terms 
of quality & reliability. However, there are limitations 
due to risks during the storm season. Most sea freight 
providers are expected to improve their capability in 
the next 3 to 5 years.

78%

16%

5% 1%
1%

Road

River

Sea

Rail
 
Air

Figure 5.1: Total volume of carried cargo 
domestically 2015

Railway is not the most reliable mode of transport; with only 1 service provider. With its unreliable performance, 
and requirement for too many interchanges (truck-rail-truck, adding 1 day for North to South), it is the least 
preferred logistically. 

Airfreight mainly serves 2 sectors, perishable goods & mail parcel. Airfreight mail parcel delivery is a growing 
sector. However, this sector is expensive given the regulated market (limited competition) and so demands 
high capitalization despite low consumer utilization.

Other challenges 
Legislation
Frequent changes in laws which are difficult to monitor and to comply with.

Human Resources & Education
A lack of discipline and attention to details in executing jobs according to customers’ requirements can be 
challenging, especially for newcomers. Furthermore, adherence to set times and schedules is an issue. 

Regarding education, the problem is two-fold. Firstly, there is a lack of understanding for the need to focus 
on total supply-chain cost. 

Secondly, there is a lack of focus in the educational system to sufficiently train qualified, future supply chain 
professionals.

2 General Statistics Office, 2015 & CEL in-depth interviews with e-commerce logistics service providers – November 2015
3 Ministry of Industry & Trade

Source: General Statistics Office, 2015
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5.2 Dairy Sector Supply Chain

Farming Households
There are more than 19,000 dairy cow husbandry 
households in Vietnam, with an average of 3.3 cows/
household, of which 35% are located in the South 
and 37% in the North. The average size of Southern 
households is 60% larger than the ones in the North.  
  
Households buy dairy cows from 2 main sources:
1.Dairy firms for purebred Holstein Friesian (HF) cows.

2.Breeding inventories in Ba Vi, Moc Chau, Cu Chi 
for crossbred HF cows at 25% lower price. Price 
varies with degree of purity.

Households self-supply 80% of animal feeds (mainly 
forage). The remaining 20% of feeds (starches and 
minerals) is supplied by retailers or wholesalers.

Large scale dairy pastures
There are 2 types of large-scale dairy farms: 
1.The ones belonging to the supply chain of dairy 

firms such as TH True Milk, Vinamilk, etc.

2.The independent ones supplying raw milk to dairy 
firms namely HAGL, DLGL.

Focusing on productivity and economy of scale, 
these farms invest in HF cows with high breed purity, 
resulting in high milk yield (e.g. 20-25 liters/day in 
HAGL and 30-40 liters/day in TH Milk). 

Dairy firms
There are 3 types of dairy firms: 
1.Dairy firms having their own large-scale farms 

(thousands of dairy cows) with closed production 
chains (i.e. TH True Milk).

2.The ones having no large-scale farm but buy from 
households or private farms (Friesland Campina, 
Moc Chau, IDP, Long Thanh).

3.Dairy firms in the process of developing their own 
farms (Vinamilk, Dalat Milk).

Collectives
There are 2 main different kinds of collectives.
1.Localized membership collectors where 

participating households have to pay an annual 
fee in exchange for intermediary support including 
the signing of contract with dairy firms, suppliers 
(breeding cows, veterinary services, animal feeds), 
training, and investment support.

2.Free-membership collectors who make profit from 
the difference between the raw milk collection price 
and the selling price to buyers. In this model, the 
collectors will sign a yearly contract with farming 
households for raw milk supplies.
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Cold storage facilities in Vietnam

Cold chain is classified as climate control logistics. 
By structure, cold chain can be divided into two 
systems: cold storage and cold transportation 
(including cold trucks, cold containers, cold air cargo). 
Cold storage and cold transportation are commonly 
viewed as key supporting industries for the country’s 
export of temperature sensitive products. Cold 
chain in Vietnam is currently under-invested and the 
government recently introduced various incentives 
to lure local and foreign investors in this segment. 
According to Frost & Sullivan’s report on logistics in 
ASEAN countries (2012), climate control logistics 
is one of the most required and potential segment 
for growth with logistics sectors in Vietnam. Growth 
rate of climate control logistics has increased 4 times 
from 2008 to 2012.

Currently existing players are not so many, namely: 
Panalpina, Kuehne Nagel, Swire Cold Storage, 
Preferred Freezer Services, Schenker, Agility, APL, 
K-line, Maerks Logistics, Konoike, Panasato and 
some local brands such as: Quang Minh, Hoang Ha, 
Minh Phương, Hung Tri, ABA, HDO, Gemadept, 
Vinafco... Logistics companies in Vietnam for both 
local and foreign companies have not yet had sufficient 
capacity to provide full cold chain logistics services. 
Local companies focus on forwarding and domestic 
transportation while foreign ones specialize in packing 
and international transportation. Participation of 
logistics companies in cold chain is scattered and 
thus, competition is low. In fact, these companies tend 
to connect with each other in providing some discrete 
stages of the chain.

4 Vietnam Supply Chain, 2015

5.3 Vietnam Cold Chain Overview4

Red river 
Delta

North and 
Central Costal South East Mekong River 

Delta Total Country

Manufacturing cold 
storage

Quantity Units 162 455 111 375 1,103

Capacity Tons 28,540 53,055 18,978 250,310 350,833

Average 
capacity Tons per storage 176 117 171 667 318

Trading cold 
Storage

Quantity Units 94 51 34 31 210

Capacity Tons 8,510 6,375 77,058 13,100 105,043

Average 
capacity Tons per storage 91 125 2,266 423 500

Bonded warehouse 
cold storage

Quantity Units 2 18 3 23

Capacity Tons 580 5,150 11,246 16,976

Average 
capacity Tons per storage 290 286 3,749 738

Total 
Capacity Tons 37,630 64,580 107,282 263,410 472,902
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6.  COMPETITIVE LANDSCAPE
6.1 Dairy Manufacturers 
Vinamilk – Vietnam dairy market leader
Established in 1976 as a state owned enterprise, Vinamilk was later privatized and became the largest dairy 
manufacturer in Vietnam. Vinamilk is now selling over 200 products and employing over 6,000 employees. 
Vinamilk not only serves the domestic market, but also exports its powdered milk and condensed milk 
products overseas (10% of total revenue). Vinamilk is among the top 100 largest enterprises in ASEAN5.  

Figure 6.1 aVinamilk revenue & earning before tax 
grew at CAGR 22% and 16% respectively over the 

last 5 years

Figure 6.1b: Vinamilk market share by segment 
Vinamilk is the leader 

M
ill
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n 

U
S

$

Vinamilk in Vietnam and overseas markets
 • Distributors (VN): 268
• Supermarkets (VN): 650

• Vinamilk’s shops (VN): 110
• Export markets: 29

5 Standard & Poor’s
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BEL – Vietnam cheese market leader
BEL Group dominates the Vietnamese cheese 
market, accounting for 78% of the value sales in 
2015. The company operates a diversified product 
portfolio that consists of many brands, including La 
Vache Qui Rit, Belcube and Babybel.

Its distribution network covers both traditional and 
modern channels across the country, which give it 
a competitive advantage. The company was also 
active in marketing and promotional activities and 
recorded the strongest increase in value share 
in 2015. BEL Group has high expectations for the 
Vietnamese cheese market as Vietnam is the only 
Asian country where BEL set up factories. 

In 2015, BEL Group invested US$ 6.6 million to build 
its 5,000 m2 cheese factory in Binh Duong province, 
capable of producing 4,000 – 8,000 tons per year.

Within the same year, BEL invested another US$ 17 
million to build another 17,000 m2 cheese factory, 
also in Binh Duong province. This new factory is 
capable of producing 15,000 tons of cheese per 
year. This factory is planned to be fully operational 
in Q3, 2016. 

Friesland Campina Vietnam
Friesland Campina is a leading dairy corporation in 
the Netherlands with over 140 years of worldwide 
operations. Friesland Campina has operated in 
Vietnam for 17 years, yearly supplying over 1.5 
billion liters of high quality milk with many preferred 
brands such as Friso, Dutch Lady, YoMost, Frist.

Strengthen production capacity and distribution network
Since 1996, Friesland Campina has invested up 
to US$ 135 million to expand manufacturing in 
Vietnam with 2 factories in Binh Duong and Ha 
Nam provinces. Friesland Campina’s supply chain 
network consists of 150 distributors, 700 domestic 
suppliers and more than 100,000 retailers. 

Develop domestic raw material source
The company has invested over US$ 15 million 
for Dairy Development Program (DDP) to support 
the sustainable development of dairy farming in 
Vietnam resulting in over 3,000 farms & households 
producing 75,000 tons of milk per year. 

Friesland Campina will establish three specialized 
dairy zones in Viet Nam, with two pilot dairy farms 
per zone, while supporting farmers’ access to 
preferential loans for sustainable farm and dairy 
zone development, providing training and technical 
advices, developing and implementing procurement 
and control systems to ensure the high quality of 
the milk, as well as the consumption of fresh milk at 
competitive prices.

IDP (International Dairy Products)
Established in 2004, managed by the Vietnamese 
“Marketing Magician” Mr. Tran Bao Minh and backed 
by VinaCapital and Daiwa PI Partners (Japan), 
IDP is among the local dairy companies with the 
fastest revenue growth in the last 2 years. In 2014, 
VinaCapital invested US$ 34 million in IDP, making 
it the 5th largest investment of VinaCapital (4.6% of 
the net asset value of the fund).

This investment has allowed IDP to grow in revenue 
by 70% in 2014, and 50% in 2015. Despite this 
large revenue growth, IDP is yet to make a profit. 
However, the CEO is confident that over the next 3 
years, IDP will continue to grow by 25% annual rate 
and start to earn positive profit margins. 

Source: Euromonitor, 2015

Source: Euromonitor, 2014

Figure 6.2c: Market share of BEL Group 
in cheese segment

Figure 6.2d: Friesland Campina market 
share by segment 
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Market expansion to the North
Nutifood invested US$ 74.3 million to build new 
dairy factory at Kien Khe Industrial Park in the 
northern province of Ha Nam. The facility covers 
10 hectares of land and has an annual designated 
capacity of 200 million liters of milk, and 31,000 tons 
of powdered dairy products.

Besides producing milk for general consumption, 
this new factory will also produce more nutritional 
products targeted at pregnant mothers, children, 
and elderly people.

Source: Company data, 2014

Figure 6.2e: IDP revenue is projected to 
grow 25% annually over the next 3 years

IDP’s dairy product brands

In terms of market strategy, IDP plans to double its 
yogurt production in the next 3 years, consequently 
increasing its market share of yogurt from 15% to 
25%. IDP also focuses on product development and 
innovation to stay one step ahead its competitors.
 
In terms of supply chain strategy, IDP is now 
focusing on stabilizing its raw material sourcing by 
cooperating with 2,000 farmer households to collect 
75 tons of raw milk per day.

Nutifood
Since its establishment in 2000, Nutifood’s products have been popular in the market thanks to quality,
formulas, and ingredients comparable to imported products at reasonable prices suitable for Vietnam’s 
general consumers.

Nutifood’s brands have been voted “Top 5 Vietnam High Quality Goods” by Vietnamese consumers 
since 2001. To achieve and maintain such high quality, Nutifood invested and built a factory at My Phuoc 
Industrial Zone located in Binh Duong Province. This factory is equipped with production technology 
from Germany and Sweden, and maintain high hygiene and food safety standards.  

Local dairy farming development support
In addition to the dairy factory in Ha Nam province, Nutifood also support dairy cow farming development in 
this province. Nutifood assists local farmers in applying modern know-how to raise cows, grow feed grass, 
preserve and transport milk. The company also organizes study trips for dairy farmers to modern pastures 
and supports in importing dairy calves. It is estimated that by 2020, the dairy cow herd in Ha Nam province 
will grow to 8,000 cows from current 1,300 cows.
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TH Milk – Fast growing star
Founded in 2010, TH Milk became one of the leading producers of fresh milk and dairy products in Vietnam 
in less than 5 years. In 2013, TH Milk was honored as one of Vietnam’s “Top 15 Best Enterprises” and 
recognized for being a role model of the clean and fresh milk sub-sector. The company employs over 2,000 
people and earned US$ 188 million in revenue in 2013. Following this success, TH Milk continue to aim for 
higher goals with US$ 700 million revenues in 2015. 

TH Milk development roadmap 2010-2015  

TH Milk market penetration

6.2 Successful Startups

TH Milk’s products are sold in more than 130,000 
stores nationwide via 180 distributors, as well as 
directly through its own chain of retail outlets of 145 
TH True Mart stores.

Raw milk production
TH Milk is the only dairy company in Vietnam able 
to self-supply 100% raw milk input for production. 
TH Milk has in total 8,100 hectares of pastures with 
45,000 milk cows capable of producing 400 tons of 
raw milk on daily basis.

TH Milk’s current fresh milk production capacity is 
estimated to be equivalent to 30% of the domestic 
market demand for fresh milk. To further expand 
its capability, TH Milk has invested to increase the 
number of milk cows to 137,000 by 2017, equivalent 
to 70% total fresh milk demand.

Figure 6.2f: TH Milk has been penetrating the both 
urban and rural markets at double digits

Source: Kantar WorldPanel Insight Handbook 2016

Hanoimilk – Struggling SME set on recovery 
Established in 2001 in Hanoi, with capacity to produce 100 million products/ 
year, Hanoimilk was among the successful SMEs in dairy industry until it’s 
sub-optimal business decisions in 2010 caused increasing difficulties for the 
business performance. From 2010-2014, Hanoimilk invested US$ 1.66 million 
to expand its factory and US$ 2.15 million to develop new yogurt brands.

The decline in Hanoimilk’s revenue between 2010 and 2014 was the results 
of Management Board’s sub-optimal decision to invest in “Wed box” products 
(see image below). 
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This milk box was intended to differentiate Hanoimilk 
from other brands, but instead alienate the brand 
from consumers due to easy spillage, and the 
difficulties in effective display in stores. The company 
stopped producing Wed box products in 2015.

Hanoi milk also manufactures for other brands such 
as TH Milk and Nestle. In 2014, the total production 
volume reached 6.1 million liters of UHT milk, and 2 
million liters of yogurt. In 2015, TH Milk increased its 
production by 26%.

Hanoimilk also increased its spending on marketing 
and selling activities by 42% to US$ 4.13 million in 
order to scale up business results. 

Distribution capability
Hanoimilk aims to strengthen its domestic distribution 
network by setting up central warehouses at major 
cities to shorten lead time. Their current distribution 
network employs 400 people serving 50,000 stores 
(10% of the total number of stores in Vietnam). 

In the domestic market, besides modern trade 
and traditional trade channels, contracting with 
food suppliers for school canteens and factory 
and industrial zone canteens is also very lucrative. 
In terms of exporting, Hanoimilk is targeting the 
Chinese market.

Fanny
Fanny is a French startup ice cream chain producing 
100% natural ice cream, following a traditional 
production method of French cuisine. Fanny is 
the leading premium ice cream manufacturer and 
distributor in Vietnam. With market share estimated 
at 1.7% in a highly fragmented segment, Fanny is 
the biggest foreign player in this segment. 

With its own parlors in Hanoi and Ho Chi Minh 
City, Fanny Vietnam supplies for more than 1,000 
premium hotels and restaurants all over the 
country. The key success factors of its products are 
reputation, high quality, and ensured natural origin.
 

Figure 6.2g: Hanoimilk revenue over the last 5 years

Figure 6.2h: Hanoimilk focused to increase yogurt 
production from 30% to 40% of total production 

volume in 2015

Source: Company data, 2015

Source: Company data, 2015
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6.3 Dairy Importers & Distributors
Abbott

Abbott began operating in Vietnam in 1995 with 
approximately 100 employees. Today, Abbott employs 
approximately 3,400 people in Vietnam, following the 
acquisitions of Solvay Pharmaceuticals in 2010 and 3A 
Nutrition, a local nutrition distributor, in 2012. Vietnam 
is a key market for Abbott and is the second largest 
market for medical and pediatric nutrition products 
among the countries where they operate.

In Vietnam, Abbott markets and distributes a broad 
range of health products in three key areas: nutrition, 
diagnostics and established pharmaceuticals, through 
a sales force of 2,100 across 64 provinces.

The majority of Abbott’s nutritional products in Vietnam 
are produced at Abbott’s manufacturing facility in 
Singapore, the company’s largest nutritional dairy 
manufacturing plant in Asia.

New Viet Dairy
Leading Vietnamese food distributor
New Viet Diary has been in business since 1997, 
with revenue over US$ 200 million, seven locations 
throughout Vietnam, and over 300 employees. 
The company owns and operates a fully integrated 
distribution system, aligned with the best international 
practices in the food industry. NVD ensures product 
quality throughout the distribution process, as well as 
a stable supply.

Distribution Channels
New Viet Dairy has three primary B2B distribution 
channels:

Ingredients: dairy ingredients are supplied to trusted 
partners, which include Vinamilk, Nutifood, Dutch 
Lady, Coca Cola, KIDO and more. New Viet Dairy is 
able to deliver to clients a total solution: right pricing, 
right product functionality (tailored according to client 
needs, and procured from globally-approved factories), 
technology knowledge support, and consistent 
inventory availability.

Food Service: this service is exclusively established to 
provide a large range of food for the hospitality industry. 
Key products include: dairy products, frozen meat and 
vegetables, sauces, oil and vinegar, wine, beer and 
other drinks.

Retail: New Viet Dairy supplies a selected range of mid 
to high-end imported brand-name foods to major and 
smaller retailers across the country, including Big C, 
Coopmart, Aeon, Metro, and convenience chains. NVD 
also supplies their own brand, Bottega Zelachi, which 
provides international grade products repacked into 
smaller pack size.

Fonterra Brands

Fonterra is the world’s largest global milk processor 
and dairy exporter. Through integrated “grass to 
glass” supply chain, Fonterra deliver high quality dairy 
ingredients and a portfolio of respected consumer 
brands to customers and consumers around the world.

In Vietnam, Fonterra distributes well known nutrition 
brands for increasing bone strength in elderly women 
(Anlene) and for pregnant women (Anmum)  

Lactalis
Lactalis International has been providing quality dairy 
products to Vietnamese people for over 20 years 
through its most prestigious brands such as President 
and Galbani. 

Lactalis also distributes Lactel, it’s leading UHT milk 
brand in France for over 40 years. The brand was 
launched in Vietnam in 2012 and quickly became 
popular enough to encouraged Lactalis to continue 
growing the Lactel brands in Vietnam.
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Phuong Ha Shop 

Phuong Ha is an imported food & beverage wholesale 
distributor and retailer shop with over 20 years of good 
reputation in Ho Chi Minh City.

Providing more than 10,000 SKUs originating from 
overseas at high quality and competitive price, Phuong 
Ha is a brand trusted by many big restaurants, hotel 
and expats community.

Figure 6.3a: Phuong Ha Shop’s website

Annam Group - The leader in distribution of 
premium imported food & beverages
Annam Group was established in 2000 with a small 
food and wine retail store in Ho Chi Minh City to cater to 
the expats and local people looking for high quality food 
and beverage products. 

After a few years, this business quickly grew into the 
leading importer and distributor of premium food 
products, wines, beverages and cosmetics in Vietnam, 
Cambodia, Laos, Myanmar.

Distributing to over 2,000 clients who are restaurants, 
hotels, cafés. These customers in turn service millions 
of consumers per year, Annam Group continues to 
expand its product portfolio by seeking and inviting new 
business suppliers from all around the world. 

Number of employees 500

Average YoY growth rate 30 – 40%

Portfolio 7,000 SKUs

The company’s 4,000 m2 central warehouse is located 
in the outskirts of Ho Chi Minh City. From here, Annam 
distributes to all over Vietnam through its 2 distribution 
platforms in the North and Central regions.

Figure 6.3b: Annam Group’s website
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APPENDIX
Regulatory & Legal References
One focal regulation impacting the Vietnamese dairy sector is the so-called price stabilization regulation, 
implemented by the government since June 2014. The regulation is applicable to dairy products for infants and 
children under 6 years old.

Following the regulation, retail prices of dairy products have remained stable over the last 12 months, with prices of 
various dairy products for children under 6 years old reduced by 1% to 34%. The prices of dairy products for infants 
under 24 years old have also decreased by 1% to 5.5%. 

Time Laws applicable to companies operating in Vietnam

14/06/2005 Commerce Law 36/2005/QH11

21/06/2012 Advertising Law 16/2012/QH13

26/11/2014 Investment Law 67/2014/QH13

26/11/2014 Business Law 68/2014/QH13

Laws regarding dairy industry and dairy products

Food Safety Law 55/2010/GH12

Standards and Technical Regulations Law 68/2006/QH11

Products and Goods Quality Law 05/2007/QH12

Administrative Sanctions - Protection of Consumer Rights 19/2012/NĐ-CP

Charter 122/2010/TT-BTC – Products Requiring Price 

Registration

122/2010/TT-BTC

Dairy products price regulation

17/4/2015 Official dispatch 12/QLG-NLTS regulating the registration of 
prices for dairy products for infants below 24 months

20/4/2015 Official dispatch 115/QLG-NLTS regulating the registration of 
prices for dairy products for infants below 24 months

20/4/2015 Official dispatch 116/QLG-NLTS regulating the registration of 
prices for dairy products for infants below 24 months

14/8/2015 Official dispatch 11198/BTC-QLG strengthening the prices 
control of dairy products for infants below 24 months

29/12/2015 Official dispatch 368/QLG-NLTS regulating the provision of 
maximum prices, registered prices, and retail prices.

Source: Ministry of Industry and Trade
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