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Brief From Market System Analysis
Of Coffee In Chin State

Coffee production in Myanmar

Coffee was originally introduced in Myanmar in 1885 by missionaries in Myeik and Dawei, both on the western
coast of the country’s southern tip. While coffee production has ceased in Myeik and Dawei, Robusta growing
continues in Kayin State to this day. Coffee production in Myanmar has now been distributed throughout
several regions, including Shan State, Mandalay Region, Kayin State, Chin State, Kachin State, Kayah State,
and Rakhine State. Myanmar have nearly 50,000 acres (20,243 ha) of coffee plantations in 2020, which
consist of about 75-80% of Arabica coffee and 20-25% of Robusta coffee plantations. Depending on this
sown acres, 8,769 MT of coffee beans, with an average yield of 0.7 tons per hector, was produced in 2019
- 2020.

Coffee production by states and
regions in Myanmar

Mainly coffee growing areas by
states and regions in Myanmar
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Data source: Myanmar AgriculturalStatistics Book (2021)




Market Analysis Of
Domestics And
International Market

Export countries and coffee specialty: Myanmar
coffee is mainly exported to 17 countries in 2020,
including the United States, the United Kingdom,
European countries, ASEAN countries, and some
Asian countries. The largest volume of coffee is
exported to ASEAN countries, which account for 254
MT, and followed by EU countries and Japan with
100 MT and 88 MT respectively. Myanmar coffee
is now produced as both specialty and premium
coffee, as well as commercial coffee. The best
coffee and specialty coffee are primarily exported to
the United States, European countries, Japan, and
Korea, whereas commercial coffee is only exported
to neighboring nations such as China and Thailand.

Myanmar Coffee Export Volume,
MT(2020)
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Market Dynamic: The Myanmar arabica coffee trade
has seen substantial shifts in recent years. Thailand’s
enormous demand for coffee beans has a significant
impact on Myanmar’s arabica coffee supply chain.
Few specialty coffee producers emerged in the
local coffee sector around 2017 and 2019 as a
result of USAID’s and UNODC'’s coffee value chain
interventions. Likewise, Myanmar’s domestic coffee
market reached its peak in the 2022 coffee season
because of high demand from Thailand and high
prices offered even for normal-quality coffee cherries
or coffee green beans.

Market segment of coffee: Arabica is the most
commonly farmed variety (80%); however, about
20% of total cultivation is covered by Robusta coffee,
especially in lower hilly regions. Arabica coffee is
grown in Myanmar’s highlands, from the mountains
of Chin State near the Indian border to the base of
the Himalayas in Kachin State and all the way around
to the highlands of Kayah State on the Thai border.
Depending on standardized Q-grade system scores,
specialty coffee has the highest value and is also the
fastest-growing segment of the beverage business,
despite accounting for only 10% of total coffee sales,
whereas commodity coffee is still the vast majority of
all coffee consumed in the world (90%). The Arabica
coffee produced in Shan State’s Ywangan region
is regarded as a specialty coffee around the world.
In regards to product specification, organic coffee
has been used as a marketing tool to attract new
consumers. Genius coffees in Ywangan get organic
certification. Organic roasted beans are distributed
in local markets as well as exported internationally.
Fairtrade coffee is a niche market that is typically
sold at the highest premium price.

Way of
Segmentation Segments Contribution
By Arabica 80%
Variety Robusta 20%
By Commodity 90%
Grade coffee
Speciality 10% max
coffee
Conventional >90%
By O i 5-7%
Specification rganic 7
Fairtrade Only one company
at current



Market analysis of
Chin Coffee

A total of 74 sample coffee farmers participated in
the present study. Agriculture is the main source of
income for farm households. Coffee cultivation is
mostly practiced by intercropping with other crops,
such as avocado, elephant foot yam, maize, mango,
and banana. There are also coffee sole croppings,
which are 34% in Mindat and 7% in Kanpetlet.

More than 80% of the coffee produced in Chin State
are arabica coffee varieties, which were primarily
introduced by missionaries in 1885. As a result of
winning the coffee cupping competition hosted by
Winrock’s (USAID) coffee value chain development
project in 2016, Chin Coffee has been recognized
as high quality coffee among coffee produced in
other locations. The continued support of MCA,
government departments, and NGOs, together
with the enthusiasm and efforts of some local
private sector actors, has resulted in tremendous
improvement in the Southern Chin State coffee
industry in recent years. However, the majority of

coffee beans produced in Chin do not have a distinct
market position and are regarded as being of poor
quality due to quality issues imposed by improper
harvest and post-harvest practices by the majority
of coffee growers and processors. There are still
numerous obstacles to overcome when it comes to
quality issues.

Market flow: Coffee produced in Southern Chin
State flows into the existing coffee industry in various
forms at each level, based mainly on the quality of
the products. Farmers produce coffee parchments
and green beans using a simple, natural pulping
process. The raw coffee green beans produced
by farmers at village level were mainly sold to the
township traders and processors. Dome traders
and processors in Chin State have developed better
connections with traders and processors in POL as
well as in Shan State, particularly Ywangan, thereby
striving for improvements in coffee harvest and post-
harvest processing methods and also coffee roasting
methods. As a result, there is better market potential
for the better-quality coffee green beans produced in
Southern Chin State after 2018. Only a very limited
amount produced by the Hornbill Chin Coffee brand
had been exported once to the USA market, in 2019,
but shipments were stopped after one year due to
unfavorable political circumstances.




Commercial operators and buyers: Myanmar
Coffee Group (MCG) takes a leading position in
the Myanmar coffee industry as a specialty coffee
exporter and a support services provider for the
smallholders for export processing, dry-milling, and
export logistics services. Amayar Women Coffee
Producer Group in Ywangan township is producing
and exporting specialty arabica coffees directly to
the USA and other countries. This group-owned
processing facility provides export dry-mill services
as well as specialty coffee export services for other
small-holder coffee groups evolved in Ywangan and
other townships in Southern Shan State, as well as for
Chin State Horn Bill Chin coffee producers. Golden
Bean Company specializes in the processing and
trading of coffee produced in southern Shan State
to Malaysia, Thailand, and Hong Kong.The company
produces both specialty coffee and commercial
coffee, but a greater proportion of commercial coffee.
Green Gold Coffee Cooperative Society currently
exports Fairtrade certified (as a Small Producer
Organization) coffee to the EU market via Malango
French Coffee Company, starting in 2017. Currently,
the company exports an average of 160 MT of coffee
green beans annually.

Price setting practices: In the coffee-growing
regions of Myanmar, the yearly and periodic buying
price setting of fresh coffee cherries as well as dried
green beans is mainly initiated by the decisions of
lead traders and processors in the region before
the start of the season. Traders mainly refer to the
coffee green bean price offer happening at the China
border and Thailand border gates because the
majority of production amounts flow into those two
main routes. Specialty coffee exporters reported that
the international market price for specialty coffees
is quite stable. Hence, they used to consider a few
factors in setting the price offer for fresh cherries,
namely, last year’s price range, the exchange rate
of USD for export earnings, the cost of logistics
services, etc., while also looking at the price offer
by the commercial coffee traders to incentivize the
community specialty coffee groups.

Quality requirements and effort: Coffee quality is
strongly reflected in the shape, size, texture, color,
and bean chemistry of the raw bean, which are
inherent characteristics. The quality expectations
of coffees produced in Myanmar by the different
producers and processors will also differ based on
the respective buyers and their target markets. To
fulfill these requirements, a few pioneer processors
have been trying to apply good practices along the

coffee supply chain, starting with the coffee cherry
buying practices from farmers and also upgrading
processing methods by installing improved
equipment, machines, and infrastructure, such as
solar drying systems in the coffee industry, especially
in Mindat. These actors had invested money, time,
and effort to meet the quality expectations of buyers
and consumers, having thoroughly understood the
market potentials and future direction of the coffee
industry in southern Chin State.

End market opportunities: Thailand, China, and
Malaysia were the main destinations of commercial
green coffee exports from Myanmar. Japan, the
United Arab Emirates, South Korea, Australia, and
France also followed, while shipments for those
countries experienced more modest paces of
growth. In a dynamically developing coffee market,
big players and niche competitors interact in the
competition for customers and push or pull towards
better practices. Best practices for coffee producers
would change from a barrier to a driver for local
market diversification and innovation culture.

In this regard, the opportunities highlighted for Chin
coffee are
(1) niche market opportunity with
speciality grade coffee,
(2) expansion of domestic production driven
by the quality demanded by high-end markets,
and
(3) organic or Fairtrade coffee could create
the highest value for the Chin coffee communities.




PESTEL analysis

Political factors such as the depreciation of
Myanmar’s currency, the tremendous increase in
the cost of major inputs for agriculture, logistics,
and transport, and uncertain international trade
conditions pose significant challenges throughout
the coffee value chain in a very fragile political
situation.

Economic factors: high inflation, high consumer
prices, instabilities, decreased job opportunities,
and lowered productivity since the coup have been
leading to the failed state of the country’s economy.
Sociocultural factors like modern consumer healthy
trend and Fairtrade coffee products in the developed
countries lead to demand on decaffeinated coffee
and Fairtrade coffee products. One of the big
changes in terms of technology in the coffee industry
is the advent of new, coffee-specific appliances.
The private sector’s investment in hulling, drying,
and processing machines also empowers small
and medium-sized businesses to improve coffee
processing and marketing both domestically and
internationally.

Environmental concerns: unsustainable farming
processes such as slash and burn can result in
deforestation. Other environmental concerns
associated with farming include the use of pesticides
and fertilizers, as well as commercial farming’s use
of water. Initiation on the sustainable practices of
coffee production in Chin State would be favorable
to the development of the coffee sector. Adoption
and certification of organic and fair-trade coffee
would somehow contribute to the sustainability of
the coffee industry without affecting the environment.

Legalfactors:asaproduct designedforconsumption,
coffee falls under food and drink regulations in nearly
all of the world’s jurisdictions. Being a member of
WTO, Myanmar follows WTOs’ trade requirements
as well as buyer’'s demanded factors. However, it
is difficult to imagine a version of Myanmar further
away from rule of law since national bodies cannot
be operating well.




Domestic Key Functions
consumption

Border Trade International (Coffee Shops/
End Market (over land) to export from home) Key Actors
Thailand/ China Yangon port
export from Yangon
(by sea) 1t (b
port (by sea) Support Actor
o
._g Commodity Specialty Coffee
g Coffee Exporters Exporters
= N=4~5
=
©
g 1 tx__1 1
%’ Domestic .g
g market Local coffee roasters and (%2}
distributors 5
Q
(7]
8
c Roasted =
] £
B coffee beans Coffee Y 8 o
= Roasters/ distributors S (O] £
o) _15. 0 Z 2
o N= 15~20 = o)
o Green a @
coffee beans E _5
[7]
3 g
Collection and '% i
. sorting of fresh © =
3 cherries/ dried 2 B
= cherries < 3
Q [0) (7]
S P (0]
fa = o
° <} =
1 = o 5
5 drying and = - ] £
‘g hulllngifto £, g £ Large Coffee E £
£ get coffee ORL g2 Estates o 2
‘— >
4 PECUDLE DI 538 £3 (Mostly in POL) 0 s &
2 S 98 n=25~30 °
3 . o oo S
8 Pulping and g_
o drying to get 0
dried coffee 5
parchment _%

t 1)

: Small holder farmers
Production (Shan, Chin, Kayin and others)

Recommendations

Increase productivity at the production and aggregation level through the implementation of better management, a zoning
approach, and marketing practices associated with quality, technical, and sustainability requirements.

Provide technical assistance in all steps of coffee production through the development of sustainable best practices training
materials, drying technologies, and good post-harvest practices training materials.

Upgrade processing units through collaboration with processors, proper aggregation of processing units, and the introduction of
proper sampling protocol in order to enhance quality products and sector development.

Expend market linkage and networks with national and international associations to penetrate high quality Chin coffees into high-
end international markets.

Improve access to finance through medium term loans for the infrastructure development and product diversification related to
SME development programs for the local processors.

Access market information services through the day-to-day market information system, including the information collection,
generation, and dissemination on coffee markets, in order to help the coffee value chain actors overcome the systemic challenges
associated with imperfect information.

Prepared by “
myanSEED Agribusiness Consultancy Co.,Ltd YanSEED

Agri-Business Consulting
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