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INTRODUCTION 
The growth of modern food retail structures, including hypermarkets, supermarkets and mini-markets, has been taking place in 
Indonesia for more than two decades. Initially, modern food retailers focused mainly on servicing the needs of  upper-class consumers 
and expatriates in major cities and were mainly domestically owned and managed (Suryadarma et al., 2010).  This situation changed 
after the Indonesian government signed a Letter of Intent in 1998 with International Monetary Fund allowing Foreign Direct Investment 
(FDI) in food wholesaling and retailing (Natawidjaja et al., 2007).  Modern food outlets1 began to spread dramatically, catering for the 
middle/lower-class in suburban and rural  areas (ACNielsen, 2007; Suryadarma et al., 2010).   

Patterns of supermarket diffusion in Indonesia are generally similar to what researchers have found in other areas of  Southeast 
Asia (Reardon et al., 2003; Roslin and Melewar, 2008; Reardon et al., 2010; Schipmann and Qaim, 2011).  For example, in Indonesia, 
supermarkets initially sold primary processed and staple food items (World Bank, 2007).  However, modern food retailers are now also 
offering fresh produce, including fruits, vegetables, meats, poultry, and seafood.  Hence, as Schipmann and Qaim (2011) suggest, this 
strategy is likely to increase competition between modern and traditional outlet formats over time, particularly if prices and quality are 
competitive. 

Modern food retailers are not only owned by domestic companies but also multinational companies such as France’s Carrefour 
and Malaysia’s Giant (USDA, 2010; Natawidjaja et al., 2007).  In fact, in 2008, 74.8% of hypermarkets in Indonesia were owned by 
multinational companies, while only around 25.2% were owned by domestic companies (USDA, 2010).  FDI in food retailing by multina-
tionals has led to the development of not only modern supermarkets, but also convenience stores/mini-markets and hypermarkets.  
The diversification of format is to facilitate the concentration of economic activity across location and to accommodate unique con-
sumer needs (Reardon et al., 2007; Reardon et al., 2010).  For example, to expand the city centre market in locations such as Jakarta, 
where land available is limited, PT Hero (owned by Dairy Farm Group of Hong Kong) utilizes mini-markets.  Conversely, to reach a large 
consumer base in suburban and urban areas where transportation access is available, Carrefour uses hypermarkets.  These firms are 
attempting to compete against traditional food retailers in terms of price, quality, variety and service, focusing not only on high-income 
consumers, but also on consumers in smaller cities and lower income areas (Suryadarma et al., 2010).  Thus, modern food retailing in 
Indonesia has evolved from focusing only on a small, high income niche market to addressing the food needs of a larger share of the 
Indonesian population through a variety of modern retail formats.   

The penetration and diversification strategies of modern food retailers (both foreign and domestic-owned) in Indonesia have re-
sulted in ongoing concerns that supermarket penetration may have negative impacts on the Indonesian food supply chain.  For 
example, researchers have suggested that if traditional food retailers are crowded out of the market, smallholder farmers will lose 
market access resulting in income loss (Chowdhury et al., 2005; Suryadarma et al., 2010).  Additionally, consumers’ access to fresh 
affordable produce could decrease if traditional retailers are forced out of the market.  If fresh food is less affordable, diet quality may 
be adversely affected.  In particular, consumption of fresh fruit and vegetables may decrease and consumption of highly processed food 
may increase (Hawkes, 2008).   

Several previous studies have investigated the impact of the modern food retail penetration on traditional food retailers in East 
Asia (Shiu and Dawson, 2001; Maruyama and Trung, 2007; Gorton et al., 2011), however these studies have limitations.  First, the 
studies were based on small non-representative samples.  Second, most previous studies focused only on supermarkets and traditional 
wet markets.  This study explores data on consumers’ shopping behaviour and attitudes with respect to multiple formats, including 
hypermarkets, supermarkets, minimarkets, semi-permanent stands, wet markets, and peddlers.  In particular, Indonesian consumers’ 
preferences, attitudes and frequency of use and expenditure shares at each modern and traditional food retail outlet are examined.   

To better understand the impact of modern retail penetration on food markets in Indonesia, the objectives of this paper are: 1) to 
provide information on consumers’ frequency of shopping for food at various modern (hypermarkets, supermarkets and mini-markets) 
and traditional (semi-permanent stands, wet markets, small shops and peddlers) retail outlet formats; 2) to explore consumers’ 
perceptions of various aspects (e.g. value of products, quality, safety and trustworthiness of information) of each retail format, and 3) 
to determine the factors which help explain consumers’ shopping behaviour with respect to frequency of shopping for food at modern 

1 In this paper, modern outlets refer to hypermarkets, supermarkets and minimarkets/convenient stores. Hypermarkets are very large modern stores 
which occupy more than 8000 m2, with at least 10 or more cash registers selling both food and other groceries.  Supermarkets are medium to large-
sized stores occupying between 300 to 8000 m2, with 2-9 cash registers selling both foods and other groceries (Suryadarma et al.,  2010).  Minimarkets 
and convenience stores are small, modern stores with 1-2 cash registers selling a wide-range of groceries (ACNielsen, 2007). 
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and traditional retail outlet formats.  The remaining sections of the paper include research methods and the main findings of the 
research as well as the related policy implications. 

RESEARCH METHODS 
To address each of the objectives, data is analysed from household surveys which were conducted from November, 2010 to Janu-

ary, 2011.  The sample consists of 1180 households from three cities: Surabaya, Bogor, and Surakarta.  These cities and households 
were selected using systemic random sampling methods based on population, income, and distance to nearest hypermarket or 
supermarket.  The surveys were conducted via face-to-face interviews with the person responsible for purchasing food for the house-
hold using a structured questionnaire.   

The survey instrument was developed after reviewing relevant literature, interviewing key informants from Government, food 
wholesaling and retailing, and completing three focus groups in each city.  The instrument was refined after conducting pretests.  The 
survey assessed respondents’ frequency of shopping for food at the seven retail formats considered (modern and traditional outlets), 
as well as distance and travel time to each retail formats.  Information was gathered on respondents’ attitudes regarding the quality, 
safety, price, and trustworthiness of products sold at each retail format and the most important attributes when purchasing various 
categories of food products.  Additionally, information was obtained regarding the household’s frequency of using each retail format 
for purchasing an extensive list of food products, expenditures on food product categories at each retail format type, as well as 
household members’ health status and in-depth socio-demographic information.   

Ordered probit models were estimated to explore whether socio-demographic characteristics and consumers’ attitudes towards 
nutrition, food quality and food safety, as well as consumers’ perceptions of retail format types help to explain higher shopping 
frequency at each of the seven different modern and traditional food retail formats.  The dependent variables in the ordered probit 
models were the frequency of shopping at each retail outlet format.  Table 1 provides summary statistics for each of the dependent 
(first seven rows of Table 1) and independent variables used in the ordered probit models.  This approach was also used Shiu and 
Dawson (2001) to assess the factors influencing the choice of traditional and modern retail formats in Taiwan.   

RESULTS AND DISCUSSION 
Frequency of Use and Perceptions of Modern Versus Traditional Retail Outlets 
Table 2 provides an overview of how frequently respondents use each type of retail format when shopping for food.  It appears that 
respondents use a variety of outlet formats to shop for food.  Not surprisingly, traditional retail outlets, including small stores, tradi-
tional wet markets and peddlers, are used most frequently with 33.1%, 28.8%, and 28.7% of consumers shopping at them daily, 
respectively. On the other hand, less than 1% of respondents use hypermarkets and supermarkets daily.  However, it appears that in 
Indonesia, minimarkets are beginning to be used more frequently by urban consumers with over 25% of respondents shopping at them 
at least weekly.  

In the current debate regarding the transformation of food markets in Asia, opponents of the supermarket revolution thesis claim 
that traditional retail markets will continue to dominate in Asia because consumers perceive traditional outlets to be better than 
supermarkets and hypermarkets both in terms of price and quality (Goldman et al., 1999; 2002; Goldman and Hino, 2005; Maruyama 
and Trung, 2007).   

Consumers were asked to indicate the retail format they believed to be ‘best’ for price, quality, safety and trustworthy infor-
mation, respectively, for seven categories of food.  With respect to price traditional wet markets and small shops are generally per-
ceived to offer the best price for all food categories.  However, for most types of food, a significant share of consumers perceived 
modern markets to be ‘best’ for quality, safety and trustworthy information.   

Results of Ordered Probit Models 
Seven ordered probit models were estimated to determine the factors which explain consumers’ shopping frequency at modern versus 
traditional food outlets.  The dependent variable in each model was the respondents’ frequency of shopping at the retail outlet type.  
Independent variables included socio-demographic characteristics as well as attitudinal variables which were believed to help explain 
shopping frequency.  The estimated coefficients for the ordered probit models are provided in Table 3. The coefficient on the variable 
female was positive and significant for both the hypermarket and traditional wet market models, but it was negative and significant for 
the small shop model.  This means that females are more likely to shop more frequently at hypermarkets and traditional wet markets 
and are less likely to shop frequently at small shops.  The sign of the coefficient on the variable age was negative in all models, but was 
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only significant in the semi-permanent shops and small shops models.  In general, older consumers shop less frequently at all types of 
retail outlets.  These findings are consistent with the previous research of Li and Houston (2001), Shiu and Dawson (2001) and Gorton 
et al. (2011).   

The coefficient on the education variable is interesting.  Education was positive and highly significant for all modern food retail 
models (hypermarkets, supermarkets, and mini-markets).  On the other hand, education was negative and highly significant for 
traditional markets (small shops and wet markets). The finding suggests that more educated respondents are more likely to shop at 
modern food retail outlets.  The signs and significance of the variables on three variables related to household status, domes-
tic_employee, household_income, and refrigerator are similar to education suggesting that households with a domestic employee, 
higher household incomes and a refrigerator are more likely to shop for food more frequently at modern retailers and less likely to 
shop at traditional retail outlets.   

The coefficient on household_number was only significant in the small shops and the wet markets models. The coefficient on the 
dummy variable indicating the presence of children under 18 living at home was significant and positive in all models, except for the 
hypermarket, traditional wet markets and peddler models. Thus it appears that households with a relatively higher proportion of 
children who are under 18 years are more likely to shop at these other outlets.    

The coefficient on the variable time_hypersuper was negative and significant in both the hypermarket and supermarket model.  
This is not surprising as it suggests that the more time it takes to get to the nearest outlet the less likely respondents are to shop at 
these outlets.  The coefficient on nutritionlabel_use was positive and significant for all models of modern food retail shopping frequen-
cy.  This result implies that consumers who are highly concerned about nutritional information tend to shop more frequently at modern 
food retailers and is similar to the results found by Li and Houston (2001).  In addition, consumers who are concerned about food safety 
tend to shop more frequently at modern food retailers.  The convenience_factor variable was a positive and significant factor in both 
the hypermarket and supermarket models.  This means that consumers considering retail outlet attributes related to conveniences 
such as entertainment, air conditioning and delivery services are more likely to shop at modern retail outlets.  In contrast, consumers 
who are price sensitive tend to shop more frequently at traditional food retail outlets.  

CONCLUSIONS 
The findings indicated that traditional food retailers are still used most frequently by the majority of consumers.  They are perceived by 
consumers as the ‘best’ type of outlet to buy fresh meat, fish, fruit and vegetables.  Although traditional food retailers currently 
dominate the market for fresh food, modern retailers are gaining market share in the fresh fruit market.  In addition, modern food 
retailers are perceived as the best type of outlet to buy food that is safe and provides trustworthy product information.  The results of 
the econometric analysis suggest that consumers with a higher household income, education, refrigerator and credit card are more 
likely to shop frequently at modern retail outlets.  This implies that a particular socio-economic niche tends to use modern food 
retailers.  However, it appears that the growing interest of all consumers in outlets providing better nutritional information, safe to eat 
products and convenience will result in modern retailers capturing a new customer base.  This will allow modern food retailers to 
capture traditional food retailers’ market share if the traditional outlets cannot adapt and cater for consumers’ needs.  Therefore, 
traditional retailers will need to be innovative to maintain market share because they are an important markets for smallholders.  Thus, 
the government may have a role to play in helping develop innovative strategies. 
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APPENDIX 
Table 1.  Sample characteristics and summary statistics 
Variable Mean Std. Dev. Min Max N 
hypermarket 1.347 1.411 0 6 1180 
supermarket 1.386 1.485 0 6 1180 
minimarket 2.100 1.767 0 6 1180 
semipermanent 2.580 1.947 0 6 1180 
smallshop 4.491 1.683 0 6 1180 
wetmarket 4.023 1.894 0 6 1180 
peddler 4.015 2.080 0 6 1180 
female 0.894 0.308 0 1 1180 
age 44.831 12.863 15 83 1180 
education 10.345 4.545 0 22 1180 
employed 0.451 0.498 0 1 1180 
household_number 4.414 1.759 1 12 1180 
dchild17 0.678 0.467 0 1 1180 
domestic_employee 0.136 0.343 0 1 1180 
household_size 6.764 1.296 1 9 1180 
cars 0.269 0.443 0 1 1180 
refrigerator 0.717 0.451 0 1 1180 
credit_cards 0.175 0.380 0 1 1180 
time_hypersuper 13.071 9.115 1 60 1180 
time_minimarket 8.938 7.782 1 153 1180 
surabaya 0.508 0.500 0 1 1180 
bogor 0.237 0.426 0 1 1180 
nutritionlabel_use 2.945 0.810 0 4 1180 
safety_concerned 3.367 0.565 0 4 1180 
riskaverse_factor 0.000 1.008 -4.192 2.335 1180 
service_factor 0.000 1.004 -4.398 3.122 1180 
convenience_factor 0.000 1.003 -2.808 2.840 1180 
pricesensitive_factor 0.000 1.003 -3.745 1.855 1180 
 

Table 2. Respondents’ frequency of shopping for food products at various retail formats (in percent) 

  Hypermarket Supermarket Minimarkets 
Semi-

permanent 
Stands 

Small Shops Traditional Wet 
markets Peddlers 

Daily 0.6 0.7 1.5 6.4 33.1 28.8 28.7 
2-3 times/ week 2.7 3.6 10.2 14.9 32.8 22.3 29.7 
Once a week 5.8 5.9 13.5 14.6 10.9 16.7 10.8 
2-3 times /month 9.3 11.4 16.7 16.2 9.9 8.1 8.3 
Once a month 24.2 20.9 15.9 12.5 4.9 7.8 4.5 
< once a month 18.1 16.8 14.2 13.3 3.0 11.4 3.9 
Never 39.3 40.7 28.1 22.1 5.3 4.9 14.2 
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Table 3.  Results of ordered probit estimation: frequency of shopping for food at modern versus traditional retail outlets 

 

Hypermarket Supermarket Minimarket 
Semi-permanent 

Stand Small Shop 
Traditional Wet 

market Peddler 

Coeff. Z Coeff. Z Coeff. Z Coeff. Z Coeff. Z Coeff. Z Coeff. Z 
female 0.224** 2.08 -0.048 -0.46 -0.008 -0.08 -0.157 -1.34 -0.192* -1.84 0.253** 2.34 -0.144 -1.33 
age -0.005 -1.54 -0.001 -0.24 -0.004 -1.31 -0.008** -2.95 -0.005* -1.83 -0.001 -0.5 -0.000 -0.16 
education 0.076*** 7.41 0.026*** 2.73 0.042*** 4.4 -0.006 -1.18 -0.038*** -3.89 -0.015 -1.49 0.006 0.65 
employed -0.138** -2.05 -0.005 -0.07 0.026 0.4 0.152** 2.62 0.079 1.2 0.314*** 4.82 -0.117* -1.82 
household_number 0.035 1.4 0.004 0.19 0.012 0.54 -0.009 -0.05 0.072*** 3.19 0.084*** 3.92 0.011 0.49 
dchild17 -0.061 -0.66 0.279*** 3.19 0.263*** 3.14 0.031 1.15 0.251*** 2.86 -0.052 -0.66 0.035 0.41 
domestic_employee 0.251** 2.31 0.157* 1.49 -0.205** -1.99 -0.057** -1.08 -0.263*** -2.68 -0.089 -0.85 -0.094 -0.85 
household_income 0.122** 2.37 0.198*** 4.55 0.137*** 3.57 0.041 -0.13 -0.086** -2.06 0.018 0.48 0.034 1.01 
car 0.041 0.42 0.058 0.66 -0.106 -1.18 -0.268 2.61 -0.432*** -4.57 -0.156* -1.81 -0.003 -0.03 
refrigerator 0.528*** 5.44 0.328*** 3.43 0.227** 2.68 0.008 -0.62 -0.219** -2.45 0.085 0.94 0.139 1.66 
credit_cards 0.218** 2.18 0.097 0.99 -0.020 -0.2 -0.129* -2 -0.278** -2.8 -0.139 -1.55 0.152 1.49 
time_hypersuper -0.016*** -3.66 -0.016*** -3.95 0.013**** 3.35 -0.003 -0.68 0.007 1.62 -0.012* -3.17 0.009* 2.35 
time_minimarket 0.005 1.3 0.005 1.39 -0.027*** -2.69 -0.003 -0.43 -0.004 -0.75 0.002 0.7 0.002 0.48 
surabaya 0.469*** 5 -0.303*** -3.5 0.395*** 4.49 -0.123 -1.42 -0.052 -0.63 0.221*** 2.71 0.378*** 4.39 
bogor 0.304*** 2.9 0.320*** 3.39 0.298*** 3 -0.118 -0.72 0.668 6.47 -0.311** -3.33 0.458*** 4.64 
nutritionlabel_use 0.109** 2.43 0.126** 2.85 0.144*** 3.3 0.158*** 3.32 0.022 0.49 -0.022 -0.5 0.085* 1.86 
safety_concerned 0.129** 2.05 0.021 0.35 0.066 1.09 0.109* 1.87 0.054 0.87 -0.115 -1.83 -0.003 -0.05 
riskaverse_factor 0.047 1.25 -0.011 -0.26 -0.007 -0.18 0.034 0.78 -0.054 -1.53 -0.037 -1.02 0.025 0.71 
service_factor 0.009 0.26 0.050 1.44 0.042 1.24 -0.020 -0.96 0.041 1.18 -0.038 -1.15 -0.009 -0.27 
convenience_factor 0.160*** 4.63 0.109** 3.01 -0.016 -0.48 0.020 0.41 0.004 0.11 -0.011 -0.34 -0.005 -0.18 
pricesensitive_factor -0.055 -1.56 -0.081** -2.31 -0.012 -0.35 -0.014 0.09 0.059* 1.72 0.079** 2.27 0.026 0.76 
cut1 2.667  1.953  1.734  -0.439  -2.738  -1.726  -0.172  
cut2 3.317  2.472  2.182  -0.028  -2.461  -1.017  -0.005  
cut3 4.290  3.194  2.636  0.306  -2.141  -0.719  0.162  
cut4 4.842  3.773  3.149  0.731  -1.688  -0.460  0.428  
cut5 5.427  4.284  3.718  1.177  -1.295  0.008  0.730  
cut6 6.157  5.109  4.725  1.929  -0.238  0.642  1.532  
Number of Obs. 1180  1180  1180  1180  1180  1180  1180  
Wald chi2(20) 596.08  356.2  221.56  82.68  396.16  158.87  68.37  
Prob > chi2 0.000  0.000  0.000  0.000  0.000  0.000  0.000  
Pseudo R2 0.1651  0.1011  0.0592  0.0168  0.1119  0.0364  0.0194  

***,**, and * indicates the level of significance at  1%, 5%, and 10% , respectively. 
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