
 

MEMORANDUM 
 

TO: John P. Mackey, Co-founder and CEO 

 

CC: Richard Linowes 

 

FROM: Tram Nguyen, Consultant 

 

Date: March 24, 2010 

 

RE: Whole Foods in Vietnam through Acquisition 

 

 

Executive Summary 

 

With the demand of organic food growing annually and the increased competition in the 

U.S market for organic food, Whole Foods should explore the business endeavor of entering 

Vietnam as a new market. This memo examines a make-buy decision that will assist Whole 

Foods as it takes this step into Vietnam. Since the company has grown through acquisitions in 

the past years, a recommendation is made that WFM should acquire a private, Vietnamese 

company, Hanoi Organics. This is an ideal choice for Whole Foods because Hanoi Organics 

already share the same goal with the company: to promote the awareness of high quality food 

through local farmers and communities and also to make organic food available for all.  

Before moving onto the proposal itself, a SWOT analysis shown below briefly explains 

the strengths, weaknesses, opportunities, and threats of the possible business endeavor.  

 



Strengths 

  

The first strength is Whole Foods’ financial standing. Currently, the company brings in 

over $146 million in net income. A majority of this can finance the proposed entry into the 

Vietnam market, especially when the total cost is estimated to be no more than $6.76 million. 

Another strength that Whole Foods possesses is its already established reputation in the 

industry. Being one of the most successful and most philanthropic food retailers, Whole Foods 

already has a high reputation within the consumers’ market worldwide. The company is known 

for its charity and community work that created a high brand image to the consumers. Thirdly, 

with this expansion into Vietnam, Whole Foods can contribute to the development of Vietnam’s 

growing economy. As an emerging market, Vietnam possesses many good traits such as low 

cost of entry, high regulations for foreign firms, and friendly acceptance of foreign presence in 

the market.  

 

Weaknesses 

  

As for weaknesses of the proposal, the main underlying issue is obtaining and 

maintaining suppliers in the new market. Currently, Whole Foods is having a hard time finding 

suppliers for the US market due to Wal-mart’s expansion into the organic food industry. By 

having the “elephant” or Wal-mart as a main competitor, Whole Foods is facing trouble as it 

find ways to compete with Wal-mart. Another weakness is the company’s current growth plan. 

As of today, Whole Foods is only present in some international markets, especially European 

countries. The company is holding off entering new markets, especially Asia, because it believes 

that the consumer market will not be able to afford the company’s high priced goods. This 

relates to one weakness of the Vietnamese market. Even though there is potential growth in 

the future, the per capita income of the country is extremely low compared to the US’ and 

Europe’s. A majority of the population lives under the poverty line and some are not even able 

to afford food in general, moreover organic food. However, this weakness should not hinder 

Whole Foods’ decision.  

 

Opportunities 

  

If Whole Foods does decide to implement this proposal, the company will have a 

competitive advantage as being the first foreign organic food retailer in Vietnam. By having a 

first-mover advantage, the company is able to capture the whole consumer market and control 

a majority of the market share. This will provide the company with an opportunity for 

international growth, especially in other regions of the world other than Europe or North 

America. As mentioned later in the memo, Whole Foods existing competitors such as Wal-mart 

and Trader Joes are currently not present in Vietnam. Thus, by taking the first step will give the 

company a much greater competitive advantage. Another opportunity is the mutual benefits 

from both parties: Whole Foods and the Vietnamese’ economy. While operating in Vietnam, 

Whole Foods will have an opportunity to expand its suppliers’ base to Vietnamese organic 

farmers and help develop the city’s economic growth. By being present in the country, Whole 



Foods will have access to more organic suppliers that its competitors, Wal-mart and Trader 

Joe’s, will not have.  

 

Threats 

 

 Like any business endeavor, there will be threats and risks involve as there are strengths 

and opportunities. One of the significant threats is the company not succeeding in Vietnam. 

However, keep in mind that the estimate cost of the entry is no more than $6.76 million which 

is only a small percentage of the company’s previous net income. Another threat is the lack of 

legal regulations by the government. Since the country is just a developing country, Whole 

Foods might run into economic and political problems while operating in Vietnam. The 

company will have to deal with the language barriers, cultural differences, and government 

relations. With these issues, it could negatively affect the company’s growth.  

 

Company Profile  

 

Whole Foods Market (WFM) was established back in 1978 when John Mackey and Rene 

Hardy partnered together to open a small natural foods store called SaferWay in Austin, TX. 

They started out with a small loan of $45,000 from family and friends; however, growth was 

slower than expected. Later, the two owners joined forces with Craig Weller and Mark Skiles, 

founders of another natural food chain called Clarksville Natural Grocery, to expand their 

business. In 1980, the first Whole Foods store opened with 10,500 square feet of space and a 

staff of only 19 employees.  

 Within a year of operation, the company faced a devastating disaster when a flood hit 

Austin, resulting in approximately $400,000 in inventory loss and equipment damages. Since 

the company lacked insurance, the financial losses were detrimental to the company’s possible 

future growth. However, with the help of loyal customers, neighbors, and the Austin 

community, Whole Foods reopened its store in just 28 days after the flood.  

 Due to its success in Austin, the company began expanding into other cities such as 

Houston and Dallas in 1984. By 1989, the company was present in New Orleans and the West 

Coast. Business grew dramatically throughout the 1990s for Whole Foods when the company 

acquired multiple local natural foods chains such as Food For Thought in California, Fresh Fields 

in the District of Columbia, and Wild Oats in Colorado.  

 As of September 27, 2009, Whole Foods has a total of 284 stores: 273 in 38 states and 

the District of Columbia, 6 in Canada, and 5 in the United Kingdom. Currently, the company 

employs 54,000 well-committed, loyal team members nationally and globally1.  

 

Growth Strategy 

 

The core of WFM’s growth strategy is to expand through acquisitions, mergers, and new 

store openings. Since the food retailing industry is highly fragmented and highly competitive 
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consisting of large retailers and smaller regional chains, the company depends on the 

acquisitions of these smaller chains for access to new and desirable store locations. The stores 

are mainly located on premium real estate sites and range in size between 35,000 and 50,000 

square feet. The average size for their 284 stores is approximately 37,000 square feet2.  

When analyzing for a potential store site, the company uses an internal developed model 

that examines many criteria such as education levels, population density and income levels. As 

mentioned before, a majority of the stores are located in urban, high-populated, and high-

traffic shopping areas.  

As expected new stores require a large amount of cash investments, the total cost 

actually depends on “the size of the store, geographic location, degree of work performed by 

the landlord and complexity of site development issues…, and costs for elements that often 

increase or decrease rent, e.g., lease acquisition costs, shell and/or garage costs, and landlord 

allowances”3.  

 

Core Values and Purpose 

 

 Whole Foods is not only known for its mission of promoting well-being of individuals by 

supplying the highest quality food, but the company is also well famous for its core values and 

purpose. These core values are linked interdependently and are embedded in the company’s 

way of doing business. They include: 

- Selling the Highest Quality Natural and Organic Products Available 

- Satisfying and Delighting Our Customers 

- Supporting Team Member Happiness and Excellence 

- Creating Wealth Through Profits & Growth 

- Caring about our Communities & Our Environment 

- Creating ongoing win-win partnerships with our suppliers 

- Promoting the health of our stakeholders through healthy eating education 

 

Global and Community Giving 

 

 At Whole Foods, one of its core values is “caring about our communities and our 

environment”. Since these values are embedded in the company’s way of doing business, WFM 

created the 5% Community Giving Day as a way to support its communities. With only four 5% 

Days a year, each store gives 5% of the day’s net sales to a chosen non-profit organization in 

the community4. Not only does WFM have 5% Days, the stores also donate food to area food 

banks and shelters. Given that the team members share the same vision as the company, they 

also constantly volunteer their time and expertise to the community whenever is needed.  

 Not only is WFM an active participant in the local communities, the company also 

possesses a global presence when it comes to philanthropic programs. One of its major 
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foundations is the Whole Planet Foundation. Its goal is to fight poverty through micro-lending 

in rural communities around the world. Another example is the Local Producer Loan Program 

which provides up to $10 million in low-interest loans to small, local producers in helping them 

bring their products to market. These loans range from $1,000 - $100,000 and can be use for 

purchasing new/more livestock, investing in new equipments or converting to organic 

production.  

 

Organic Market in Vietnam 

 

 With the global organic food market expecting to grow by 20-30% annually, Vietnam is 

an ideal country for WFM to expand into as it finds new international markets5. Organic foods 

have been on the rise throughout Vietnam since 2005 when the Agricultural Development 

Denmark Asia (ADDA) joined with the Vietnam National Farmers Union (VNFU) to establish an 

organic project under the International Federation of Organic Agriculture Movements6. The 

project’s objectives are to improve organic agriculture in all areas of the country and to raise 

consumer awareness and market demand for organic food. Many services are provided to ease 

the transition process to organic farming for farmers, to encourage the development of internal 

quality control within cooperatives or associations of farmers, and to establish a production 

system that consists of quality control, input supply and training and extension7.  

In 2004, the Organic Project was implemented in Hanoi and surrounding provinces. It is 

expected to run until the end of October 2010. According to the ADDA, there have been some 

significant results since the start of the project. They include:  

- Demand for organic products in the domestic market has increased 

- Organic farming systems covering seasonal and perennial crops and aquaculture are 

developed for the north of Vietnam 

- Farmers, organized in groups, have increased organic production 

- A guarantee system for organic products in the domestic market has been 

developed 

- Increased awareness among Vietnamese GO/NGOs on the conditions needed for the 

development of organic agriculture.  

Due to all the benefits and advantages already established by project, Hanoi should be a 

starting point for WFM if they were to enter the Vietnamese market.  

 

Hanoi 

 

 As the capital of Vietnam, Hanoi currently is ranked the country’s second populous city 

with 6.5 million people, falling slightly behind Ho Chi Minh City8. Similar to any developing city, 

Hanoi has both skilled and unskilled workers, with 25% skilled workers surrounding the capital. 
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The city’s population is also highly literate compared to Ho Chi Minh City with 6.5% college 

graduates9. According to a study done by Pricewaterhouse Coopers, Hanoi is predicted to have 

the highest economic growth during the period 2008-2024 with an average real GDP growth of 

7%10.  

 Hanoi’s economy consists of agriculture, service, trade, tourism, finance, banking, and 

real estate. In November 2009, Phi Thai Binh, the city’s vice chairperson, reported that Hanoi’s 

GDP increased to 9% compared to 6.7% in 2008. The city’s per capita income reached 30 million 

dong, which is roughly around $1500. Economists are expecting Hanoi to reach 9-10% of GDP 

growth by the end of this year with a per capita income of over 36 million dong11.  

 

Make-or-Buy Decision 

 

 With Hanoi’s tremendous growth in its economy and its organic food market, WFM has 

two possible methods that it can take when entering the Vietnamese market. The make-or-buy 

decision proposes will examine the costs and benefits to WFM if they wish to enter Vietnam as 

an international company or if they wish to come in through an acquisition.  

 

New Company: “Make” 

 

According to the US Commercial Service Country Guide, American companies that wish 

to do business in Vietnam can do so in two ways: one is indirectly through an agent or 

distributor, and the other is directly by establishing a commercial operation utilizing several 

options12. In the “make” decision, WFM will take the second approach as the company seeks 

for a direct presence in Vietnam. As a new entrant into the Vietnamese market, WFM will 

acquire many costs such as dealing with the legislative issues, cultural issues, and the total 

financial costs of a new store.  

 

Costs 

 

Legislative Issues 

 

In order to distribute its goods in Vietnam, WFM is required by law to fulfill the 

following guidelines. First, WFM needs to establish a representative office license; second, 

obtain a branch license, and lastly acquire a foreign investment project license under Vietnam’s 

Foreign Investment Law13. In order to facilitate the registration process, WFM will set aside 
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$6,000 in lawyers’ fees to cover the costs of new business paperwork, construction permits, 

and registration of property14 (See Appendix 1).  

 

Cultural Issues 

 

Whenever companies enter a foreign country as a new potential market, they always 

face some sort of cultural issues from the people. In this case, if WFM takes the first approach, 

its entry into Vietnam might stir up resistance from the Vietnamese people due to the cultural 

differences. The effects of the cultural clash can be devastating to Whole Foods business such 

as finding employees for the new store, forming relationships with local farmers and suppliers, 

dealing with governmental rules and regulations, and adapting to the Vietnamese way of doing 

business. 

 

Store Location and Land 

 

After obtaining the permits and documents needed, the next step is to find a potential 

location for a new store. For this proposal, it is recommended that WFM establishes a store in 

the Hoan Kiem District of Hanoi for the following reasons: 

 

- Hanoi Organics, a potential competitor for Whole Foods, is located in this district. 

- Hoan Kiem is Hanoi’s booming commercial and urban district that includes the old 

French quarter.  

- Hoan Kiem District is home to many international and domestic businesses, hotels, 

restaurants, and tourists sites.  

 

Because Hoan Kiem District is such a thriving area, it is the ideal location for Whole Foods to 

open a store. The size of the store will be similar to the average size of US’ stores in 2009, which 

is approximately 37,000 square feet. For simplicity sake, it is assumed that WFM will establish a 

store within the same area as Hanoi Organics (. By using current market price for prime real 

estate in Hanoi, it would roughly cost $4.75 million for a store of 37,000 square feet in space.  

• (26,100,000 VND/m2)15 x (3,437.41248 m2) = 89,716,474,080 VND = $4.75 million USD 

 

Expenses 

 

Once the land is bought for a 50 year lease, WFM will have to set aside construction 

costs for the new store. The cost is estimated to be around $940,960. This is calculated by 

taking the total construction cost of a local supermarket and finding the cost per square meter.  

 Whole Foods’ business strategy is not to depend on marketing for growth and success, 

hence in 2009, the company only spends approximately .4% of total sales on marketing costs16. 
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Marketing cost for this new store is estimated from finding the average marketing cost per 

Whole Foods existing store in 2009.  

 As for hiring and training new employees, $81,408 is set aside for payroll with a total of 

50 employees while training is about $12,297. Overall, the total cost of “making” a new store in 

Hanoi is roughly $6.76 million (see Appendix II).  

Benefits 

 Even though WFM will encounter several costs as it enters the Vietnamese market, the 

company will also gain some benefits. The first benefit is the first mover advantage that WFM 

will have over its other competitors. According to marketresearch.com, Trader Joe’s has been 

WFM primary competition with more than 300 stores and an estimated $6.5 billion in sales17. 

Although Trader Joe’s generated about $1,500 sales per square foot of its stores compared to 

WFM’s $933 per square foot, the company currently only operates in the US while WFM has 

expanded to the UK and Canada. Another major competitor is Wal-Mart, which is the world’s 

largest retailer. Surveys show that when consumers shop for organic products, Wal-Mart is the 

retail chain that is most shopped at followed by Whole Foods then Trader Joe’s18.  

 Considering the high competition within the US organic food market, both of these 

competitors are not present in Vietnam. Thus, if WFM takes the initiative to enter the 

Vietnamese market, then it will gain an advantage over the other companies if they decide to 

pursue the same market.  

 

Acquisition: “Buy” 

 

Acquisition of Hanoi Organics 

 

 Given Whole Foods’ growth strategy, an acquisition of Hanoi Organics is a possible 

approach for the company to take when it enters Vietnam. Vietnam’s Investment and 

Enterprise Laws state that there are four main forms of corporate structure for foreign 

investment. They include: limited liability companies (LLC), joint stock companies (JSC), 

incorporated partnerships, and private enterprises (i.e. sole proprietorships)19. Out of the four 

options, WFM should consider investing in Hanoi Organics as a limited liability company first 

and then gradually acquiring the domestic company.  

Hanoi Organics 

 Currently Hanoi Organics is the only private organic food retailer in the capital with little 

competition20. The company was started in 1999 by Phan Dinh Nam, a local businessman, and 

Then Koen Den Braber, an agriculture consultant, with just $2,000. The business started out as 
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a subscription operation “selling seasonal vegetables at a fixed price to 20 customers, all 

expatriates”21.  By 2001, monthly sales increase to more than 700 kilos to more than 60 

subscribers paying around 23,000 VND for a two-kilo pack.  

With the growth in business, the company established a store in the Hoan Kiem District 

of Hanoi serving a majority of the expatriate community. Initially, Hanoi Organics only bought 

their organic vegetables from two local farmers since organic farming require more labor and 

higher costs. However, more farmers converted to this new farming technique as a result of the 

high income of 10 million VND a year for an organic farmer. As the numbers of organic farmers 

rise, Hanoi Organics acquired 27 more organic farmers to meet the market demand and to also 

expand into fruits, tea, and rice.  

Even though the company has an advantage as being the first organic retailer in Hanoi, 

the company only earns about 10 million VND a month in sales, which is approximately $6,360 

a year22. This is due to the costs of buying produce, employees’ payroll, and administrative 

costs. With an annual growth rate of 4.3% for organic food, Hanoi Organics is hoping to expand 

its business into other big cities such as Ho Chi Minh City.   

Costs  

Like any new business endeavor, there are always costs and benefits that the company 

must face. In this acquisition, WFM will encounter several costs: 

 

- Adjusting Hanoi Organics employees to Whole Foods core values and work ethics 

- Redesigning the current store to a different store layout 

- Expanding Hanoi Organics products selection which requires acquiring more 

suppliers; and 

- Paying lawyers’ fees for paperwork of acquisition. 

 

Note that these are not the only costs that WFM will acquire, but they are significant ones. 

Financial costs are included further in the memo under expansion plan. Moreover, the most 

imperative cost is whether the consumers market will accept this acquisition or not.  

 

Benefits 

 

 One benefit that WFM will encounter through the acquisition is that the company will 

not have to pay for the construction cost of the new store since Hanoi Organics already has one. 

However, WFM does have to take in consideration the cost of Hanoi Organics’ main asset: its 

store (see Appendix II). Another benefit that WFM will gain is the established relationships with 

suppliers and farmers that Hanoi Organics already has. If WFM enters as a foreign company, it 

might experience some opposition from the Vietnamese people because of the uncertainty and 

cultural differences. However, if the company enters the market through an acquisition, it will 

be accepted more since Hanoi Organics is already well received by the people.  
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Recommendation 

 

Expansion Plan 

 

 From the cost-benefit analysis shown above, it is recommended that Whole Foods takes 

the second approach because of the acquired benefits. An expansion plan will be implemented 

once both companies agree to the terms stated. The 5-year plan explore the steps that are 

needed to be taken from the finance, HR, and marketing aspects of the transition process. The 

ultimate goal of the plan is to expand into Ho Chi Minh City by the end of five years.  

 

Finance 

 

 Hanoi Organics is located on 12 Hang Chuoi, Hoan Kiem District of Hanoi. Currently the 

company only operates with one store; however, this might change once business picks up. 

Total costs for this expansion include cost of redesigning the current store layout, cost of 

training for current and new employees, and marketing costs.  

 Shown in Appendix II, it would cost WFM about $4.83 million to acquire Hanoi Organics’ 

current store. This number is calculated from a sale price of an existing health food store in a 

business district in Ho Chi Minh City that is about 3,000 m2 (see Appendix II). As for marketing 

costs, that was explained earlier under the “make” decision section. Another cost that WFM will 

have to incur is the hiring and training of current employees. Shown in Appendix II, the total HR 

cost is $69,537.  

 

HR 

 

Since the store is only 37,000 square feet, there will be a total of 50 employees. Payroll 

is calculated finding the average annual income of Hanoi residents and multiplying it by 50.  

As for training purposes, WFM will offer training courses for all employees, especially 

the top managers. Five managers from the store will be provided round-trip airfare to a store in 

California. Throughout the time spent in America, top managers will learn the work ethics and 

core values of Whole Foods, observe how a typical store is run, and learn the everyday store 

operations from a manager’s perspectives. After this training course, managers will gain an idea 

of how Whole Foods operates and understand its corporate structure. Once the managers 

share the same view as the company, dedication, commitment, and loyalty will be passed down 

to all team members, both part-time and full-time.  

 

Marketing  

 

As mentioned before, WFM is not your typical grocery stores when it comes to 

marketing budgets. The company only spent .4% of its 2009 sales on marketing costs overall. 

Instead of the traditional advertisements used by others, WFM has always relied on word-of-

mouth recommendations and testimonials from customers and employees as its main 

marketing medium. In this situation, $113,121 will be set aside for all marketing purposes.  



 A majority of WFM’s marketing strategies are in-store related activities. They include 

taste fairs, cooking classes, product samplings, and promotional events such as local farmers’ 

markets. This approach will be implemented for the opening of the store in Hanoi. During 

opening week, free samples will be given every day to lure customers into the store. Free gifts 

such as reusable grocery bags will also be given as a purchase incentive for customers. As for 

promotional events, Whole Foods will team up with ADDA, a Danish NGO in Vietnam, to further 

develop organic agriculture and agricultural development for local farmers. This campaign will 

increase and improve Whole Foods suppliers’ relations.  

Suppliers’ Relations 

Originally, Hanoi Organics established relations with local organic farmers with the help 

of ADDA, it is best for Whole Foods to continue this association with the farmers since it relates 

back to the company’s core value of caring for the environment and communities. As 

mentioned before, WFM will need to acquire additional number of suppliers because of the 

expansion in product selections. A recommendation for this is to provide loans to local farmers 

through its loan program that will assist farmers in transitioning to organic farming. Farmers 

will see this as an incentive to change their current farming techniques, adapt organic farming, 

attend training courses held by the ADDA and in return receive a much higher income than 

traditional farmers.  

 

Future Growth 

 

If the company grows dramatically throughout the years, Whole Foods should explore 

newer markets such as other cities and other location within Hanoi.  As mentioned above, Ho 

Chi Minh City is another potential market for the company to investigate with its recent 

economic boom. This expansion plan recommends that if Whole Foods become successful in 

Hanoi with the acquisition of Hanoi Organics, the company should plan to open a new store in 

Ho Chi Minh City by the end of five years.  
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Appendix II 

 

 “Make”  “Buy”  

Land  $4,754,973 $3,795,47623 

Construction Costs24 $940,960 - 

Marketing  $113,121 $113,121 

HR    

- Payroll  $81,408 a $57,240b 

- Training $12,297c $12,297 

General and administrative expenses $858,271 $858,271 

Total $6.76 million $4.83 million 
a Avg. monthly income of workers in foreign-invested firms = 2,560,000 VND25. Total: 50 

employees 
b Avg. monthly income of Hanoians = 1,800,000 VND 
c Avg. training cost per employee = 2,850,000 VND26 
d Avg. cost of new store in U.S in 2009 = $4.3 million 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
23

 Web. 19 March 2010. http://business.vietnammarkets.com/forsale/production/opportunity118.php 
24

 “Hanoi’s Largest Retail Supermarket to Open Doors”, Vietnam Net Bridge. 01 July 2005. Web. 19 March 2010. 

http://english.vietnamnet.vn/news/2005/01/362911/ 
25

 “Foreign-invested firms pay highest salaries”. VietnamNet Bridge. 15 January 2008. Web. 19 March 2010. 

http://english.vietnamnet.vn/social/2008/01/764204/ 
26

 Kauanui, Sandra. “Impact of Training on Firm Performance: A Look at Manufacturing SMEs in Vietnam”. Web. 22 

March 2010. http://www.sbaer.uca.edu/research/usasbe/2004/pdf/40.pdf 



Appendix III 

 

 

 
Total Cost = 44,539,000 VND => $ 2,360.57 



 

Appendix IV 

Store Location (Hoan Kiem District, Hanoi) 

 
 

 
 


