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Abstract

This study focuses on the constraints faced byhall stakeholders of the current pomelo
value chain process: growers, collectors, wholesalend retailers, particularly the

smallholder farmers and their access to the montenkets to achieve proper value chain in
Yangon Region, Myanmar. Within recent years, ponias become a potential export item
in Myanmar. Yet the current value chain procespahelo from growers to export market
has several constraints and is underdeveloped.rdiogpy, this study explores the internal

and external factors affecting the production amsthibution of each stakeholder, their costs
and profit margins. From this study, retailersuinthe highest costs while the wholesalers
gain the largest profit margin among stakeholdérst development of a proper value chain
in the pomelo export market in Myanmar growers ke vital role. Improving technology,

knowledge, collaboration, access to markets andsacto financial capital for the growers

are indispensable.






Analysis of Constraints Faced by Stakeholders towards a Successful Value Chain:
Case Study of Pomelo in Yangon Region

1. Introduction

Myanmar is renowned for its rich natural resourfsseveral decades. Yet the economy
suffers from inefficient economic policies, corrigot and rural poverty. Despite Myanmar's
emergence as a natural gas exporter, socio-ecormnditions have deteriorated under the
mismanagement of the previous regime. In Myan2@#gb6 of the population lives below the

poverty line and the average proportion of totalidehold budget spent on food is 68 %.
Hence, it can be said that Myanmar is still onehef poorest countries in South-East Asia.
According to a recent country-wide survey, agrigrdtremains the basis of the economy with

almost 63 % of the labor force engaged in farnting.

The 2011 government reforms and implementationnobpen door policy to the economy
initiated lowering export taxes, easing restricsiam its financial sector, and reaching out to
international organizations for assistance. Altjlouhere have been some changes, the
majority of the population are still living in rdrareas with their livelihood depending largely
on agriculture. Even in agriculture, most farmarse small holders’ farmers who rely on
staple and cash food cultivation. Developmentasfibulture and other type of crops still lag
behind with insufficient knowledge, education, itgpand infrastructure. In order to upgrade
the livelihoods of the majority of population ankdegiate poverty, upgrading the agriculture

sector is indispensible for the country.

In Myanmatr, rice is historically regarded as thamsaple and export yet pulses and beans
has contributed as export crops in recent yearBe dgro-climatic conditions within the
country are suited to a large variety of crops sashequatorial plantation crops and
temperate fruits in addition to the common foodsl amdustrial crops of monsoon Asia.
Although Myanmar can produce a wide variety of tBuithey are mainly intended for
domestic markets alone until recent years. Thistsbecause of the demand deficiency, but
because of the insufficient knowledge, inefficienay access to markets and poor

infrastructure in general.

1 www.unops.org/english/whatwedo/UNOPSinaction/PAReducing-poverty-across-Myanmar.aspx
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1.1 Overview

Before 1988, the agricultural policy of Myanmar wbibe depicted as rigid and controlled
and a subsidized policy that highly emphasized dwiméood security and stability of price.
After the economic transition from a planned ecoitosystem to a market-oriented system
in 1988, agricultural policies of Myanmar paid atten to boosting and promotion of
agricultural exports. The Government consideas the base for all-round development of
other economic sectors’. In pursuance to the implementation of agricidtudevelopment
policies, the following three main objectives areoptized without jeopardizing the

production of other crops of the country.
(a) Fulfilling the needs of local consumption

(b) Export of more surplus of agricultural produdts the increase of foreign

exchange earnings
(c) Assistance to rural development through agiucal development

Myanmar is now trying very hard to achieve econongwelopment with momentum yet
Myanmar’s economy is still mainly reliant on theriagltural sector and the majority of the
population is rural-based. The main objectiveled Ministry of Agriculture and Irrigation
aims to call for the Promotion of Productivity irgAculture. At the same time, within the
context of a market-oriented economic system, fseedn agricultural production and

participation of the private sector has become @nmalicy in the agriculture sector.

Major issues on the future development of the atjtical sector are regional food security,
extension of agricultural land, enhancing partitiggaof private entrepreneurs in agricultural
activities, income generation activities throughraducing new crops, and encouraging
farmers to cultivate environmentally friendly cropghen agriculture sector can be enhanced
through uplifting the value chain, it can elimingbeverty, ensuring food security and

enhancing exports.

The agriculture policies laid down in 1992 inclugeduction of food crops and industrial
crops with no restriction, permit the production iofustrial and plantation crops for

commercial scale, allowing private investors amdhiars to expand agricultural production in

2|



Analysis of Constraints Faced by Stakeholders towards a Successful Value Chain:
Case Study of Pomelo in Yangon Region

cultivable wastelands, encouraging the participatibthe private sector in the distribution of
farm machineries and farm inputs and utilizing agjturally unproductive land for other
production programs.

Yet most of these policies are mainly aimed in psting paddy, oil crops, pulses and beans
and industrial crops. For cultivation of fruiteely are regarded mainly for domestic markets.
Later, some agricultural policies related to theamant industrial crops were changed for
the improved performance of producers and developnod local market activities.

However, efforts of the public sector to upgradstfcultivation, production and exports have
been very few. Only the formation of grower groupxiler the UMFCCI can be seen as

support for farmers in horticulture.

1.2 Research Rationale

In recent decades, some fruits have been expartethér countries. After 2010, efforts have
been made to increase export of fruits. Amongeloesps, pomelo has great potential due to
its quality and supply. Pomelo is the largestusitfruit that is consumed in fresh and juicy
forms. It is recognized as a healthy fruit duetéchigh nutrition and vitamin contents. Yet
exports can be made by very few farmers from thegéa Region. In this study, pomelo is
chosen as the targeted fruit as it has a potentmlge demand in the world market even

though current exports from Myanmar are at theahstage.

Within the previous decade, demand for pomelo avgrg in the world market. Myanmar
produces pomelo in southern part of the countrynipdor domestic consumption yet higher
demand for pomelo from abroad in recent years Ip@vsuaded cultivators to grow more of
the fruit. This study aims to find out ways to mate the production and marketing of
pomelo as well all as to overcome the difficultileat the stakeholders encounter.

Present value chains of pomelo in this study, imgtam, Myanmar are still insufficient and

fragmented. Smallholder farmers are unable tgnate into export markets, where there are
opportunities to improve income and reduce poveftthese farmers. Hence, to reach the
right track of the value chain for potential fryifgomelo is currently the prerequisite for

stakeholders in Myanmar.
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1.3 Objectives of the Research

In exploring the pomelo value chain process, thearobjectives of this study are to explore
the enabling environments for promoting pomelo puotin, to link small farmers to the
modern market, and to examine constraints or isthashamper the pomelo production and

value chain process in Myanmar.

1.4 Research Questions

The major questions that this research seeks toearse:

1. What are the key factors of the existing situaaod their difficulties for the better
market linkage?
2. What agricultural technologies are necessary torong rural livelihoods and

sustainability in the selected crop and how toreiie export market?

1.5 Scope and Limitations

The value chain composes of inputs provision froralfconsumers; this study only analyzes
the growers and intermediaries and excludes infaigiers and consumers. Interviews were
carried out during the years 2012-2013. In explprine current value chain process of
pomelo exports in Yangon Region, three townshigskKyi, Hlegu, and Hmawbi are chosen.

Stakeholders are classified into five groups- gmsweollectors, wholesalers, retailers and
exporters. At each level of the value chain, mieavs were made to selected stakeholders in
trading pomelo. Total selected interviewees weik pgrsons (Growers 21 persons,
Collectors 5 persons, Wholesalers 5 persons, Retal persons and Exporter 1 person).
Key Informant Interviews (KIl) was also carried oat the UMFCCI and respective

Departments.

2. Review of Literature

2.1 Concept of Value Chain

The value chain is a process of organizing the ecotaa group of activities that create value
by producing goods or services from basic raw nedtefor purchase by a consumer. The
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entire series of orgararional work activities add value at each step it@gg with the
processing of raw materials and ending with thesffied product in the hands of ~users
(Sree Rama Rao, 2010). The conceptual tool afevahain has been accepted as a
factor affecting the longerm profitability of business since the 198

It was first suggested by Michael Porter in his Impation, Competitive Advantage: Creating
and Sustaining Superior Performance, in 1985. According to Porter, the value chait
regarded aghe internal processes of a firm to design, prodpoemote, deliver and supp
its product. At the firm level, a business’s vatd&in and its activities are a reflection of
history, its strategy, its approach to implemeniisgstrategy, and tl underlying economic
of the activities themselves. Porter describetdancof activities common to all business
and separated them into primary and supportingities.

Primary activities are concerned with the creatbma product or delivery cservice. They
can be grouped into five main arednbound logistics, operations, outbound logistics,

marketing and sales, and services. Each of these primary activities is linked tqgort
activities which help to improve their effectiveses efficiency. Support activities incluc

procurement, technology devel opment, human resour ce management, and infrastructure.

Infrastructure

Human Resource Management

Technology Development

Procurement

Inbound Operations Outbound Marketing Service
Logistics Logistics E Sales

Elapsed Time: Value added time cost

Figure 1 Generic Value Chain Analyses by Porter

Source: www.docstoc.com

The main aim of employing value chain managemeribiseduce clivery times, lesse
inventories and augment customer satisfaction tirountegrate communication a
collaboration between the production chain. Valae be increased throt
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0] Increase perceived benefits while holding priceast constant,
(i) Increase perceived benefits while reducing priceost, or

(i)  Decrease price or cost while holding perceived fisneonstartt

The success of a value chain process is the alityprovide added value through
improvements in delivery time, price and productsustomers. The analysis of value chain
is widely utilized not only in business managemdnif also in agriculture production.
Especially in horticulture, value chain analysi©oydes a useful tool in examining the
guestions and activities of how the products fasmgroduce reach the final consumer,
economic relationships between players in the ¢haaw this relationship is likely to change
over time, what are the major threats to the eale@e chain and the key determinants of
farmer’s share of the profits created by the chaire following figure shows the value chain
of the pomelo production and trade in Ben Tre Rro®j Vietnam. Currently, Vietnam
became the top pomelo exporter among Asian cosrdne has passed the pomelo export of

Thailand in recent years.

TOOLS & AGRICULTURE CHEMICAL
MACHINERY SUPPLIERS
AGENTS
LOCAL VENDORS J
r
a RETAILERS,
» SUPER MARKET, »
AIRPORT &
=
oy =2
POMELO 2
o
0

GROWERS
RESTAURANTS, HOTELS,
TOURIST RESORTS

&
EXTERIOR
LOCAL URBAN i
COLLECT — PACKING | WHOLESALE |—pd VENDORS
o AGENTS ‘;|

SAPLING
SUPPLIERS

Figure 2.Pomelo Value Chain in Ben Tre Province
Source: www.sme-gtz.org.vn/Portals/0/AnPham/16%20y¥8is%200f%20
Pomelo%20VC%20in%20Ben%20Tre%20province-ENG.pdf

2 David A. Collier, James R. Evans, OM2; Operatiddenagement, 2009 South-Western, a part of Cengage
Learning
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Pomelosare consumed in fresh form. There is no procesgmguct so far. There are
marketing channels in Ben Tre which are shown bel

Channel 1: farmer retailer— consumer

Channel 2: farmer> restaurant and tourist res— consumer

Channel 3:  growers> collectors—restaurant and tourist reses#t consume

Channel 4:  growers— collectors — local packers— restaurant and tourist res
— consumer

Channel 5:  growers collector— local packager — local whole sellers —
retailers/super marke— consumer

Each and every step of these channels has prosarsd Fewer stakeholders within

chain may generate small holder farmers with grepatefits yet cannot fulfill the marke

demand. In contrast, larger chains in marketingpa@ielo can genate low returns fo

famers but tends to fill the needs of demand framous parts of the country as well as fr

abroad. Therefore, it is necessary to balanocedmst achieving high profits for growers

well as fulfilling the market demand and ex|s.

2.2 Framework of Analysis

The conceptual frame work of the study is showRigure 3

through education and training, other

Capacity Bullding of Pomelo Growers
HED praciices

-
( Reduce High Dependency on
Middle-men )
-
[ Improve Pomelo Trade
(Domestic and Abroad) )
[ Increase Income ]
i
[ Betier Standard of Living among Farmers ]

Figure 3.Conceptual Framework
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Farmers’ and growers’ performance towards the aehient of a larger export market can
be enhanced through the reduction of their deperydem middleman. To reduce the
dependency, it is necessary to empower the grower, capacity building through

dissemination of knowledge via training, educatéom other measures. Accordingly, price
received by growers will increase which will gerterbetter income for growers and achieve

a better standard of living.
2.3 Value Chain and Poverty Reduction

At the local and regional levels, growth of urbatian and income, changes in pattern of
consumption, competition and higher value prefegengenerate firms to gain competitive
advantage by performing activities more cheaplybetter than competitors. In addition,
change in cost structures, competitive advantagesjand and risks at the global level
encourage firms in the developing world to move yavilom traditional approaches to

innovative value chain approaches.

For poverty reduction in developing countries, rutavelopment is indispensible and the
value chain approach provides a useful framewotkonty for farmers at the micro level, it
can also enhance meso (group) level through cotfdive efforts and also at the macro level
with support of the public sectors. With the rgispeed of globalization, increasing
production and export of agricultural products ttes be an effective way of reducing rural
poverty. In order to achieve this, integrating amqrading the rural poor into the value

chain processes is essential, especially in thewdgmre sector of developing countries.
2.4 Value Chain Mapping and Analysis

In today’s business environment, the major purpdsevery firm and organization is not just
earning profit, but to provide value to its custemend stakeholders. In business
management, the termalue is the perception of the benefits associated witfood, service

or bundle of goods and services in relation to vigsers are willing to pay for them, i.e.
Value = Perceived benefits/ Price (cost) to th&t@mer

If the value ratio is high, the good or servicerégognized positively by customers and

success will be achieved by the producing orgamizatTo explore the general overview of

8|
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the value chain and to undertake anis, a value chain mapping is necessary. In addit
showing the networks, the most vulnerable groupsadso visualized in the mapping.

looking at a value chain mapping, potentials andstaints at each level of process car
visualized and cahe able to realize the necessary measures to entfamprocess. A bas

description of a value chain can be seen as fc

Input ‘ Exporters ey |

Figure 4. A Simple Value Chain

Source: From Survey

A value chain can be mapped and analyzed usinge vetain analysis (VCAwhich can
include qualitative and/or quantitative measuret all value chains are as easy and sir
as mentioned above. The following figure showsgample of a complex value chain ¢

mapping of the agriculture produc

EXPORT
MARKETS

%| LARGE-SCALE
PROCESSORS

INTERMD,

DOMESTIC MASS TRADERS

MARKETS

PRIMARY
PRODUCERS

INSTITUTIOMAL
CUSTOMERS

at? SMALL-SCALE
Lk PROCESSORS

NICHE
MARKETS /
LOCAL Existing —)

MARKETS

Potential = = l)

Figure 5. A Complex Value Chain
Source Guidelines for Value Chain Analysis, 2006

In undertaking value chain mapping, the initialpsie to identify the core processes
general and whether they are simple or complexenTmajor stakeholders are needed t
portrayed. After that, the flow of products frohetinitial producers tthe final consumptio

can be described. The next step is to show thre dioknowledge, information and volurr
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geographical flow of products as well as changgeaduct values. Then, necessary services
that enhance the value chain process are alsoreeqia be illustrated. Finally, mapping is

concluded with the potentials and constraints fanedach stakeholders at various levels.
2.5 Research Techniques

When conducting a value chain analysis, it is nesgsto find out the strengths and
weaknesses of stakeholders at each level. By dmngmphasis can be made to transform
the weaknesses into strengths and achieve addeel teatespective stakeholders. This study
stresses four stakeholders: growers, collectors)eshlers and retailers.

In exploring the process of pomelo export from Myam, fresh fruits are the only product.
According to value chain process, core activitifsnbound logistics, operating process,
outbound logistics, marketing and sales and ses\tweustomers are needed to be taken into
account. However, in this fresh fruit export valdeain, inbound logistics are not so
significant. Accordingly, outbound logistics, mating and sales activities are the most
prominent activities. Supportive activities indligl procurement, technology development,
human resource management, and infrastructure Isoeceucial especially in the pomelo

export value chain.

To find the weakest point of the value chain assdcauses can be achieved through finding
out of the pros and cons. A SWOT analysis is usefind out the internal and external

factors during the value chain of pomelo. The gsialwas developed in the 1960s by Albert
Humphrey by using data from the top companies éenUhited States at the time. SWOT is
used as a strategic tool to look at the directibra dusiness or to help make decisions.
Internal factors are the strengths and weaknesdgesnal to the organization or market

depending upon their impact on the organizatiobjeatives. External factors compose of

the opportunities and threats presented by theredtenvironment to the organization.

Another analytical tool used in this study is threlpem tree analysis. It is also known as
situational analysis or problem analysis. Probtexe analysis helps to illustrate the linkages

between a set of relationships by fitting them iatbierarchy of related factors. It is used for

3 www.valuechains4poor.pbworks.com/w/page/1251834pfditay %20the%20Value%20Chain
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linking the various issues or factors together Whitay contribute to an institutional problem

and help identifying the underlying or root causéan institutional problem.

In this study, efforts have been made to improveuhlue chain of pomelo export through
finding out internal and external strengths and kmeases through SWOT analysis. In
addition, for the internal weaknesses, the proltiem analysis is used to explore the causes
and look for ways to mitigate or eliminate thesases. In addition, share of profit and costs
incurred by all stakeholders have been studiedxploes the ways to enhance the added

value of pomelo.
2.6 Reviews on Previous Studies of Value Chain

In many developing countries, value chain approsignacticed in the agriculture sector can
be seen mostly in horticulture. As stated by Ba{@010), smallholder farmers in Limpopo

Province have a comparative advantage in vegetabieing yet they have lack of access to
commercial farming and high value added markets. addition, the study found that,

individual farmers can be able to access on — fafrastructures and link to formal markets
than a group of farmers. Most farmers in Africa amall holders with a lack of access to
formal markets and better and cheaper inputs. izatibn of the value chain approach can

solve this problem to a certain extent.

The weaknesses of value chain in horticulture Hzeen examined by Hichaambwa (2010).
Horticulture has long been regarded as highly psorgi export sector of the economy and
also plays as a crucial role in rural income get@mmaand urban consumption in Zambia.
The sector has weaknesses of transport relatedsloksck of standardization to enhance
quality, low capacity of brokers for efficient bredage leading to slower sales, poor crop
management, poor hard market infrastructure, ldctavage capacity and limited processing

capacity leading to great wastage.

The research suggested that capacity building taketolders in horticulture — growers,
brokers, traders, dealers and consumers, investingrd and soft infrastructures, enhancing
the better flow of information and upgrading therage and transportation facilities are a

prerequisite for the development of horticulturéandlocked, LDC economy of Zambia.

| 11
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The Madagascar Position Paper on post-harvestrangport technologies (2010) examined
the challenges of the horticultural sector, issugating to post harvest, transport, and
marketing for domestic and international level. eTgaper suggested that although there is
market liberalization, effective collaboration aflpic and private sectors is indispensible for

ensuring benefits from the value chain approadiomticulture.

Larry C.Y. Wong and Eh Mywe Aye Wai (March 2013)exned that Rapid Value Chain
Assessment: Structure and Dynamics of the Riceé/@hain in Myanmar. “The challenge
is in getting the ‘basics’ and ‘’balance’ right. @ft undergoing this process, these
recommendations are expected to contribute gre#dlyards increasing efficiency,
competitiveness and sustainability of the Myanniae supply chain and rice industry as we
move into a more globalized and liberalized tradéngironment as well as a more integrated
ASEAN in the 21st century.”

Raphy Favre and U Kyaw Myint (2009) focus on “Analysis of the Myanmar Edible Oil
Crops Sub-Sector”. They found that Myanmar hasssete levels of standardization of
marketed agricultural commodities which are suéintifor the domestic markets. Similarly,
the prevailing maze of weight and measures ungsl irs marketing oil crops has not been a
major drawback to the operation of the domesticcafjural marketing system as most actors
along the chain have become familiar of this diiersf units. Yet, in maintaining the ability
of Myanmar to further develop quality export magkett is critical to harmonize trade
standards and measures. There continue to beastibbtcosts associated with the
standardization of measures (e.g. replacementl ohedsuring implements), and the longer

Myanmar waits to adjust to international standatias,higher will be the costs.

Myanmar is equipped with a few laboratories on feadfs (MAPT50 and FDA51) that can
conduct analysis on oil crops and edible oils. M@_F is equipped to conduct nutritional
analysis on oil cakes. Yet, despite the existenicdalooratories, systematic food safety

controls are not implemented, leaving room for bivetl practices of edible oil adulteration.

Perhaps the major food safety concern is the usemfcled metallic drums which have
transported chemicals, fuels and engine oils teestalible oils. Priority interventions from
the study are to harmonize trade standards andumesais line with the international system,
to valuate existing laboratories and the need fograding to satisfy food safety control

12|
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requirements in the edible oil crops sub-sectomplement systematic food safety controls
on oil crops, edible oils and oil cakes in all met&kof Myanmar, to ban the use of recycled
metallic drums to store and transport edible dibsyeplace recycled metallic drums with
clearly identifiable containers such as plasticnaspand to provide training to the private

sector on international certification standards.

The above studies explore important features ofievalhain in agriculture from various
aspects. Yet this study explores the weakest mditite value chain of pomelo exports in
order to understand its causes. Finally, way®tluce or resolve the problem will be found

out for the future development of pomelo exporueathain.
3. Research Methodology

3.1 Data Collection

To perform the value chain analysis for pomelo paiidn and exports in selected townships
of the Yangon Region, the initial step is to clBsthe stakeholders. The stakeholders
involved in pomelo value chain compose of growerddlectors and exporter. Interviews

were made with all groups of stakeholders from BjoriMay, 2013.

Altogether 30 growers were interviewed for thisdstu Among them, 18 growers could not
provide completers answers as they did not hawardef their previous production as well
as costs and other financial matters due to poocatn levels. Among the respondents of
12 growers, only 3 could provide adequate answé&he remaining 9 growers’ answers were

confused and unclear.

For the collectors, there were 5 regular pomeldectdrs within the study area. During the
interview period, there is no processor for the plmmmarket. However, in the future, there
will be one potential processor who will produceedrpomelo and pomelo jam. In this
study, only one exporter was interviewed for thenpto market. The exporter has been

exporting since last year.

The sampling frame is within the Yangon region aathple size in this study composes of

37 respondents including growers, collectors, wéalkr's, retailers and exporters. Data
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collection was carried out in selected townshipshef Yangon Region from April to May

2013. Methods involved key informant interviewscds group discussions and sourcing of
production information from crop research instiytstatistical abstracts and farmers’ groups.
Subsequent to the data collection and preliminaghyais, industry experts were consulted to
validate the draft results and seek feedback oromimttlenecks and recommendations for

improvement.

3.2 Method and Technique of Data Analysis

This study explores the value chain of pomelo eixpothe Yangon Region with qualitative
analysis. Primary data is obtained from intervieyvadl stakeholders. From the collected
data, costs and profit margins of actors in eachllalong the value chain are calculated. In
addition, internal and external assessments ofsthkeholders at each stage of the value
chain are carried out through SWOT analysis. Thesm problem tree and objective tree are
constructed to uncover the causes and mitigatiosmsares for the future development of the

pomelo exports.

3.3 Description of the Study Area

Pomelo is grown in States and Regions of the Igweet of Myanmar as our local saying
“Upper Myanmar is Good for Mango and Lower Myannsafsood for Pomelo”. The study
mainly stresses on pomelo production and export@mhers in selected townships of the
Yangon Region. The Region is selected as it isran center for both trading and
conducting business. The top three growing areasMawlamyine, Bago, Yangon and
among them Mawlamyine is the best geographical fare@omelo cultivation. However, the
local-people in this area use traditional methodd aannot carry out mass production.
Another reason is that they are not interesteché export process since they have other
hindrances such as difficulties in transportatipaor infrastructure, and lack of access to
markets as well as higher costs of production aqube. Due to these reasons, the selected
area for this paper is Yangon.

Yangon is the main center for trading and busimegdyanmar. The city is previously the
capital city of Myanmar and now regarded as thenmaading hub for all kinds of
merchandise in Lower Myanmar. The internationahkidg system is only available in
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Yangon which is one of the best cities for commer&woth air and sea freight trading
available n only Yangon. Currently, there is one more ind¢ional airport in Mandalay th.
supports upper Myanmar traders. There are thre@ maits for sea freight in Yangc
Thilawa (Thanlyin), Bo Aung Kyaw (Yangon) and As¥dorld (Yangon). Much of th
county’s normal trade goes through Thilawa Port, thgdat and busiest port in Myanme
Thus, Yangon is recognized as having a high pakintiagricultural production with ma
products including pomeland other fruits, vegetables and ornamental p

Figure 6. Location of the Survey Area

Source: Myanmar Information Management Unit (MIN

Within the Yangon Region as a whole, there areo®3ships. Among these 33 townshi
only 3 townships (Hlegu, Hmawbi and Taikkyi) areinta cultivated and the her areas
have lesser cultivation. In this research, thenncaitivated area of Yangon; Hlegu, Hmay
and Taikkyi are selected. Hlegu Township is locatethe northeastern part of Yangon ¢
and on the way of the new Yan¢-Naypyidaw Highway. Althoulg it is near to the Yangc
city township it is still largely rural. In Hlegliownship, Paunglin Dam and Ngamoey

| 15



Mekong Ingtitute
Research Working Paper Series No. 4/2013

reservoir supply water to over 28,300 hectare0(0®acres) of farmland between Hlegu .
Yangon. In addition, they supply water of ny 340 million liters (90 million gallons) dail
to the people living in Yangon. Hlegu Townshipaiso subdivided into 53 Village Tract
Another area called Hmawbi Township is located meest of the city of Yangon. |
Hmawbi Township, is where the :16 acres (4.11 kfj of Myaung Dagar Industrial Zone

located. The zone is mainly intended for steeldiaes. Hmawbi Township is also subdivic
into 40 Village Tracts. Taikkyi Township is alsothe Northern District of Yangon Regic
Myanmar. Taikyi Township is subdivided into 3 towns that inatud@aikkyi town, Okekal
town, and Ahpyauk town. Taikkyi Township is alsddivided into 75 Village Tracts

In these townships, informal networks of financiptpy a key role for growers, su
networks ircluding; local money lenders at village or higherdls, agricultural input supp
shops! many of whom provide inputs on credit, and loadlectors who will typically be th
principle or sole buyer from a particular area amaly either purchase the puct harvest
outright or provide storage services to the proddicelater sale. These networks of sor
capital appear to provide the overwhelmingly domtrfarm of support to production and

such the logical entry point for external assiste

Land area
E Pomelo are

100 and above

60 to 99 acre 2

30 to 59 acre 2

10 to 29 acre 7

less than 10 18
acre

0 5 10 15 20
Growers

Figure 7.Land Access in Acres by Pomelo Growers (Surveyl-May, 2013

Source: Survey Data
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The majority of the growers cultivate on small laackas for pomelo (about 18 pomelo
growers use cultivate land area of less than 1@sacrin contrast, only one grower operates
on more than 100 acres of land. Pomelo growerspuassess 10 to 29 acres of land are only
7 in number, while 2 growers operate 30 to 59 aare&b 60 to 99 acres respectively. From
these data, it can be said that most of the tatad krea is not used to grow the pomelo. If
they have certain market situations, they can esipbanore on the growth of pomelo than

other crops.
3.4 Data Analysis

To analyze the current value chain of pomelo expofYangon Region, relative financial

positions of actors in the value chain are congderThe investments, variable, fixed and/or
other relevant costs, and revenues are known andirtAncial position of the value chain

actors can be analyzed. The marketing margin, ctexiaed as some function of the
difference between retail and farm price of a gifemm product, is intended to measure the
cost of providing marketing services. The marginnfluenced primarily by shifts in retalil

demand, farm supply and marketing input prices.t @ber factors also can be important,
including time lags in supply and demand, marketgro risk, technical change, quality and
spatial considerations. The marketing margin & gb-called price-cost margin and price-
cost margins are best viewed as net margins ingdudet of labor and other variable costs of

marketing.

Economic analysis of the determinants of retail famch price of pomelo in Yangon is shown
in the following table. This marketing margin issked on the assumption of price-taking
behavior in both the output markets for the finedduct and input markets for all inputs,
including the market for the agricultural raw protuln this table, all actors along the value
chain produce only for the national market and footexport markets. Marketing systems
cannot be effective without being efficient in dperation. Marketing efficiency is the ratio
of inputs to outputs. Typical inputs are land datcapital and raw materials whilst common
outputs are service levels, specific volumes ofdpobts delivered to the customer and the

provision of a given level of satisfaction.

Marketing efficiency is principally comprised of enational efficiency and pricing

efficiency. The concept of pricing efficiency isllp relevant to competitive markets. The
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price mechanism directs resources to where theeffastive demand and where maximum
economic returns can be earned from those resourdcethis value chain, retailers use the
highest marketing cost along the chain. The margetost used by wholesalers is less than

that of other actors within the chain but they cesate higher profits than the other actors.

Table 1. Calculation of Marketing Cost and MarkgtMargins

Value Costs Revenues Profits Margins

Chain Unit Added % Unit Unit % Total Unit % of

Actor Total Unit Added Price Profit Profits  Margin Margin
Cost Cost Cost

Farmers A - A/F G G-A (G-A/J- G G/J
F)
Collector G+B B B/F H H-B-G (H-B- H-G (H-G)\J
S G)/(J-F)
Wholesal H+C C CIF I-C-H (I-C- I-H (I-H)/3
ers H)/(3-F)
Retailers +D D D/F J J-D-I  (J3-D-h/(3- J-I (J-n/1J
F)
Total F=A+B+C+D 100 J-F 100 J 100

*Added unit costs refer to the added costs at stage of production net of the

procurement cost from the previous stage.

Source: A tool book for practitioners of Value Ghainalysis

Note: A to J represents the financial value dtaxin the unit cost of farmers to unit profit

margin.

In this table, the division of investments, costsjenues, net income (or profit) and margins
among the actors in a value chain are consideféé. aim of this step is to make conclusions
about the final position of an actor compared witier actors in the chain. There are several
ways to present the financial position of actoraimalue chain, for instance, in a table or

through a diagram. Table 1 is the example of howalculate the formulas of value added

margins and profits along a chain whereas the tefwm the study was calculated by using

the given guidelines of DFID Value Chain ToolkiD@B).
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3.5 Background of Pomelo Value Chain in the Study #ea

In Myanmar, economic reforms in post 2010 encouksdgeving a proper market economic
system. New laws and regulations are promulgatedobst foreign investment, external
trade and participation of the private sector. aldition measures in relation to rural
development and poverty alleviation are carriedatuhe macro level. These policy changes
and other external factors generate opportunitres threats for pomelo export within the

Region.

Under pomelo horticulture of Myanmar, the first qoon the value chain is the growers.
They grow varieties of pomelo in the lower partMyanmar. Then, sell these fruits by
themselves in the local market as well as to mt&nvithin their locality or to collectors who
can distribute them to wholesalers. Subsequentiplesalers again supply to retailers at the
fruit markets. Those who directly sell to localaiters are not significant in this whole value
chain process. Hence, this process is exclud#ddsarstudy of value chain for export. Unlike
other fruits, processing of pomelo has not beeramnproduce as efforts have been made by
few firms to preserve the fruit in various formgam, juice, marmalade, etc. Hence, for
exporting their products, fruits, growers have aotessed exporters directly. Between the
two parties, there are various stages of intermedia

The second major point in value chain is the rdleallectors. Collectors buy pomelo from
farmers and then resell to wholesalers in variarsspof the country. Collectors already have
links with wholesalers from fruit markets of the jorecities. They need to fulfill the required
amount asked from various wholesalers. Therefarepntrast to other type of businesses,
inbound logistics — acquisition of inputs for gromgi pomelo — is skipped and outbound
logistics begins from growers to collectors. Thallectors then transport pomelo to
wholesalers from major fruit markets in lower arqgper Myanmar, i.e. mainly to Yangon

and Mandalay.

The wholesalers sell the pomelo to exporters foeigm markets and retailers for domestic
markets. In the value chain process, this linkdsaacludes not only distribution and selling
but also the process of marketing. Getting actedbe potential exporter is important for
wholesalers. Within the ASEAN region, pomelo isimha exported by Vietnam and

Thailand with the major importer being Singapokence, for exporting high quality pomelo
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for the foreign market, wholesalers nea requiredquality and volume at the right time.
this pomelo value chain, provision of customer ®ervs rare and service can be provi

only at the retail level.

The above mentioned activities are necessary todmperly with supporting activities
improve effectiveness or efficiency of the stakeleos. Among these supportive activiti
procurement is crucial for collectors, wholesakend retailers. Fcgrowers, maintaining Hl
is important. Pomelo growing regions have abundalpor resources with most of the
persuaded by higher wages from other regions ealpeaeighboring countries. Moreove
another supportive activity, technological develepins also important for growers as we

Infrastructure includes not only the physical istracture but also the market infrastructu
Even in Yangon, growers cannot access directlyht é@xport market due to a lack

knowledge and poor transport iastructure and facilities. Accordingly, it is nesas to find
the internal and external factors that affect thki® chain of pomelo exportThe following

figure describes thenoderate value chain mapping for pomelo for theoexmarke in

Yangon in 2013.
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Figure 8. Value Chain Mapping for Pomelo Expor¥engon Regio

Source: Author's Analysis
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Like other value chains, the pomelo export progeséangon Region starts with the regular
system of inputs: growers, collectors, wholesaderd national retailers. Starting from last
year, the order has extended from growers to egomhich have now started to send to
Singapore. Another step of value added procefiseidink towards exporter that has to be
taken into account. In the above figure, the pmdémprocessing firm is shown with a red
arrow. The firm is inventing preserved pomelo rizarketing in the near future. Hence, the

current pomelo value chain in Yangon Region canlassified as follows.

Channel 1:  Grower> Collectors—» National Retailer~ Final consumer
Channel 2:  Growers»> Collectors—Wholesalers— Final consumer
Channel 3:  Growers>Collectors—Exporter—Global Retailers

Channel 4:  Growers> Process Firm— Wholesalers— National Retailers

Unlike other countries, especially Vietnam, all tfennels pass through the collectors stage
who gain benefits. Growers cannot access retailga consumers or exporters at all. In
addition, there is no special recognition or markgebf the benefits of pomelo and hence,

Pomelo is not regarded as an ideal health frulyanmar.
3.6 Analysis of the Value Chain

In analyzing the value chain of pomelo cultivationthe Yangon Region, the first step is to
analyze by SWOT analysis. Internal and externetiofa that affect pomelo value chain in
Yangon Region is examined based on interviews alestolders, personal observations and
secondary data sources. In production and exgogomelo, various stakeholders face
different strengths and weaknesses. Among themmei@ or growers face rigorous problems

with the least income from the value chain.

Internal assessments of strengths and weaknessésased on the main factors of the value
chain analysis; inbound logistics, process, outdologistics, marketing and sales, and
service provision of specific stakeholders; growansl middlemen. The following table
illustrates the internal factors affecting the \eatihain of pomelo exports.

| 21



Mekong Ingtitute
Research Working Paper Series No. 4/2013

Table 2. Strength and Weaknesses of the Pomele@\Gihain in Yangon Region

Strengths Weaknesses

For Growers For Growers

- Can produce high quality pomelo for | - Lack of Irrigation Facilities

export - Lack of knowledge and education to expand
- Suitable geography and climatic market

condition - Difficulty in accessing modern technology
- Availability of cheap labor - Lack of risk reduction measures
- Availability of other inputs locally - Low investments caused by difficulties in

- Higher operational efficiency @ access to financial facilities
employees - Lack of storage facilities
- Able to expand the area of cultivatiy - Limited value adding
Pomelo - Lack of local management expertise
For Marketers - Lack of Research and Development
- Able to buy Organic Pomelos at a low, For Marketers
price - Lack of innovation in market changes
- Reselling at various markets; urban | - Unable to access wider export market
wholesale markets or few export - Lack of bargaining power in export market

markets with high prices

- Enjoy profits

Source: Survey Data

Myanmar possesses strengths in the standard quatitgelo for exports due to its
geographical and climatic conditions. In additiathe use of traditional techniques
encourages the production of organic fruits. Iditon, pomelo is a type of perennial crops.
Accordingly, inputs can be accessed domesticatijding labor. One of the strengths of the
pomelo market is that current cultivation can sygpgher demand from abroad as well as
availability of arable land in the future. Inntoast, most growers only know how to grow
the fruits traditionally. They have a lack of krledge and education to expand the market.
Consequently, innovation in market changes, rigkucgon (production risks, marketing
risks, financial risks, etc), are value added, aede and development andanagement
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expertise become a lower priority. These fact@s generate lower profitability for their

products and can be exploited by intermediaries.

Another drawback for growers includes a lack o#fioial and physical facilities. Although
there exist some loan programs from the Ministhg &availability is low and insufficient.
Hence, most borrow from outside sources with aintlagket rate of interest. This generates a
vicious cycle for farmers in settling these loaRser logistics processes, it is difficult to

measure as collectors spend outbound logisticemigio to the urban market.

The next step is to analyze the external factdestifg the value chain of pomelo production
and exports. These external factors mainly stoessupporting factors of the value chains
analysis. They include infrastructure, human reseudevelopment, technology and
procurement. Yet, in the pomelo case, governmetitipe are included as one of the
supporting factors. The opportunities and threbth® pomelo market are portrayed in table
3.

Table 3. Opportunities and Threats of the Pomellu® Chain in Yangon Region

Opportunity Threat

For Growers For Growers

- Initiation to collaborate with Ministry | - Poor production and market infrastructure

concerned, UMFCCI and INGOs - High local transport costs
- Training and Technical Assistance | - Lack of access to urban and export market
- High Potential for greater foreign - Lack of credit facilities
demand other than existing foreign | - Migration of labor to neighboring countries
market - Low policy priority for exports of fruits and

- Government initiations for poverty horticulture products
alleviation and development of SMESs| - Need for proper training and education
- Encouragement of Rural Developmern program for management techniques for local
programs by the government at variol farmers to gain value added
levels - Need to enhance current technical assistance

projects and sustain them
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Opportunity Threat

For Marketers or Marketers

- Government Policy towards market | - Transport charges changes

economy - Labor shortage
- Expanding to Export Market - Lack of Bargaining Power
- Initiation of market exchange rate - Inelastic demand

Source: Author's Survey Data

In production and export of pomelo, opportunities &ssistance include government and
INGOs, changing trend of government policies towaitte rest of the world, i.e. especially
after the 2010 initiative for greater demand fomgto and other fruits of Myanmar from
abroad. In addition, encouragement of domestiarme$ particularly the rural development
programs and encouragement of SMEs to local preduceboost their production. Yet,

there are also threats for the market as well.

Being a developing country, poor production infrasture and market infrastructure lead to
high transaction costs. For the growers and othakesiblders of pomelo, the lack of
collaborative efforts and unionization brings abexploitation from foreign buyers. Lack of
credit facilities, 6w policy priority for exports of fruits and hortitture products by the
public sector andnsufficient training and education program for local farmergeaie
availability of a higher value added. Another #irés the migration of youth to work in
neighboring countries where they obtain higher \gaigerecent years. High transport and

other transaction costs also cause retailers to imgh costs in the value chain.

In order to understand the impacts of the curresues chain of pomelo on various
stakeholders, another type of analysis is examioingdded unit cost and profits of all four
actors, farmers, collectors, wholesalers and srtilAs stated in the previous chapter, it can
be said that the added unit cost is more thandhéte profits which is similar to the unit

margins.

From this value chain analysis, the second waypakiasing value is the most appropriate for
pomelo export in Yangon Region. By reducing thepstbetween growers and exporters,
prices will be lower and growers and consumersgain benefits. Among the four value

chain actors, retailers spent the most added ohitsarketing cost, 39%, but the wholesalers
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spent only 11%. Based on the data, the wholesatgrgain the highest unit profit of $0.27
(33%), whereas the farmers have the lowest unfitpwehich is $0.18 (22%).

It seems that while the farmers have to pay thstlamount for the revenue, the collectors
and wholesalers have to pay $1.45 and $1.95 régelgct The lowest profit earners, the

farmers, had to pay the least revenue which is abbut $0.56. However, retailers have to
pay the revenue of about two times more than thtteoothers. In unit margins, the percent
of farmers and wholesalers are similar (19% & 1&¥pectively) whereas those of collectors

and retailers are about 30%.

Presenting the total costs, revenues and profitsaptr in a year shows the scale of an
actor’'s business. This is important because if oy profit per unit is considered, an actor
might appear to have an unfair share as they makeaosmall profit per unit. However,

looking at the actor’s total profit per year maynamstrate that the actor actually earns a
reasonable income. In conclusion, among all theevehain actors, the wholesalers have the

most profit with very little amount of cost.

Table 4. Calculation of Marketing Cost and MarkgtMargins

Value Costs Revenues Profits Margins
Chain Unit Added % UnitPrice Unit % Total Unit % of
Actor Total Unit Adde ($)  Profit ($) Profits Margin  Margin

Cost  Cost d Cost %)
(%) (%)

Farmers 0.38 - 17 0.56 0.18 22 0.56 19
Collectors 1.28 0.72 33 1.45 0.17 21 0.89 30
Wholesale 1.68 0.23 11 1.95 0.27 33 0.50 17

rs

Retailers 2.80 0.85 39 3.00 0.20 24 1.05 35

Total 2.18 100 0.82 100 3.00 100

*Added unit costs refer to the added costs at stagye of production net of the

procurement cost from the previous stage.

Source: Author's Survey Data
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Added unit costs refer to the added costs at e@agfe ©f production net of the procurem
cost from the previous stage. The diagrammatisgur@tion of the value chain margins

shown in Figure 9.

B Retailers

BWholesalers
Bm Collectors

B Farmers

% Added Unit Cos % Total Profits % Retail Price

Figure 9. Value Chain Margins for the ActorsEach Level of the Value Chaas % of the Overall Valu
Added
Source: Table 4

It may be evident that the farmer incurs high castd has little profit, while the wholesalt
can have more returns than costs. This suggestsadists and margins are sed unequally
in the value chain. The intervention might be iscpup the business of an actor in a chai
order to make the business more attractive for abr. Resolving these threats a
weaknesses are necessary in order to gain addad f@l dl stakeholders. In order -
mitigate them, challenges and constraints of th@gdo value chain are highlighted to fi
out possible measures to mitigate and eliminatenth€he following table presents t
challenges and constraints of the stakeholdacing the difficulties and the possit
solutions throughout the pomelo value chain. Th& fthallenge is the availability of wate
Since growing of pomelo needs enough water to kjaradity and mass production, especii
in summer period, but it nde to have an irrigation system for about 5 mosthsube wel
water must be used in this process. Irrigatianasnly from natural resources and technig

should be learned from the MOAI (Ministry of Agritwre and Irrigation).

If natural resources are rare or the plantatioasat near the river or near water sources
only way to solve the irrigation system is to usee well water for plantation. Durir

summer, if the water is not adequate, fruits fallvd before thetare ripe and can badly affe
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fruit production. To use the tube well water, aledly is essential and if it is not available at

all times a generator including engine and fueudthbe ready.

Table 5. Challenges and Constraints of Groweroométo Value Chain

Irrigation Tube well
Production Technology Knowledge sharing program, work shops
Lack of Marketing knowledge | Communication and participation in Exhibitions

Irrigation &resource managem Learn from MOAI

Diseases Cure by pesticide & fungicide / treatment for disea
Theft plants
Harvesting Use more labor for security

Try for retail market as much as they can because
Financial supporting wholesales price vary less than market price
High risk of seedling Loan with low interest rate from Govt. or NGOs
Fruits fall down before ripe Substitution, Improve seed multiplication and
during summer distribution

Insect attack when plants have Irrigation

new leaves
Difficulty for irrigation without | Pesticide and maintain birds; birds that eat irssect
electricity; 5 months a year
Labor shortage Tube well; Engine, Fuel
Packaging system
Value addition/ post-harvest | Hire from other regions

Export market development | Loan

Investment costs very high Processing technology

Export/Import regulations and associated incentives
Contract farming

Source: Author's Survey Data

The growers need appropriate technology and tcogdé&reowledge sharing programmes and

workshops should be held for them. Thus, for thenglo growers, the FAO provides the
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supporting program for 3-year project. The firstaiydhas begun from the 14th to 17th
February 2012 to provide crop management trainn§Q selected growers. In the second
year, only 3 growers from 3 demonstration farmsemerovided with the IPM (integrated
pest management) training, evaluation and mongadiriom 13th to 21st February, 2013. The
third year program is still uncertain. Based om pinovided training program, the MFFVPEA
association have provided and extended trainingraro as well as knowledge training to the
growers on how to use the fertilizers and orgagehhiques.

The growers should be given knowledge of probaldeades in their farms, by doing so they
should know how to prevent these prior to the iantd They should also be given training in
managing immediate actions of these diseases pmoelo plants are long term plants and
take at least 5 years to bear fruits. There vglbde a production gap minimum of 5 years

and during this time farmers will incur expenses.

Another consideration should be the training oftipgkes and fungicides usage and by
learning so; the growers will know how to cure tment their farms. Most insects are
usually found during the time when the plants haesv leaves. Hence, it is not only
necessary to use suitable insecticides, but alsgralebirds which can maintain the nature
also needs to be raised to eat the insects onlémespthis is an eco-friendly approach to
controlling pests and insects. The MFFVPEA shoutitasionally solve the growers’

inquisitive questions but it has not supported tbislly to allow full potential of the mass

production of fruits. Thus, provision of a regularowledge sharing program and regular
workshops can support the production technologyaamenhance quality mass production.

Better technology provides not only quality assaeabut also better food safety.

At present, the seedlings in each farm are notoumif This means that even though, the
seedlings are for white pomelo, not all plantsvah#te pomelo but are mixed with the other
genes. If substitutions are made in the old fanngorm seedlings should be confirmed. If
new farms have to be undertaken, all the seedlisgd should be selected to be uniform. If
possible, the guaranteed seedlings only shouldbghi.

In the case of harvesting, most growers wait fer dbllectors and certain market demand to
control wastes and other expenses, thus the maturibe plants can cause defects in quality
of the fruits. Thus they should have a wholesalekstaand export market to pluck the fruits
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at the right time and to sell the bulk fruits. Tdeare also many thieves during the fruit
ripening period so the produce needs to be pratect8ecurity to guard the plantation area
also adds to the increasing costs.

A financial supporting system is essential for éiméire process of cultivation and production.
At present, growers solve the financial problemtélking local loans which have a high
interest so they are in the spiral of debt anddoalf the government or NGOs can provide
growers with financial support at low rates of net, they can have more profit. If the
growers use the value added process, fresh frilltbevmore valuable than raw. In the post-
harvest handling technology, storage facility, agkg system and packing house are
necessary but these processes need high costsolvieothese processes, unless local can do

that, foreign direct investment (FDI) is required.

For wholesale and export, a marketing process ssngisl since the growers can't do the
marketing themselves and don’t have enough manketmation and lack the resources to do
it. They just rely on middle men for their earnisgp they suffer from middle men

exploitation. To avoid these situations, they neegroved communication and participation
in local as well as international exhibitions. Th&lyould also visit local and neighboring

countries.

Recently, 10 pomelo growers visited the farms irailemd in 2012 and 43 members of
pomelo growers visited the Horti Asia 2013 Exhiniti in Thailand. They should

continuously learn to receive international infotima and if the association or other
organizations can regularly support this there télcontinuous benefits for growers. Now,
the MFFPVEA association opens the farmers’ market Tihirimingalar wholesale

greengrocers and the growers can sell their produdehave direct markets to consumers.
By doing so, they can have more opportunities didealing with the customers and more
market information. As many markets as the growsens reach, they can have more and

more opportunities to improve their livelihood.

If they can access export markets, they can haws sales within a short period of time and
can improve their earnings. If they can producespiidl products such as pomelo and can

have a regular export market, exports of more ssgd of agricultural products will help
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increase foreign exchange earnings and assist degaélopment through agricultul
development.

One of the constraints is the migrant of labor whove from locale to better places
higher earnings so that they have to fine labors from other areas and have to spend
money to find the labor and their cost of stayingré. Farmers at present grow these c
using traditional methods, without proper knowledgfenew technologies that have be
developed for training, pning, fertilization, fruit thinning, etc. Poor manfrastructure

transport and irrigation facilities are also majonstraints in Myanme

Table 6. Effects of Pomelo Value Ch

Causes| Technology Market Fund Raising | Integrated
et Information
e 1 o I I
Medinn High

Cost High 2 High
Technology Approprate Appropriate Low Appropriate
Social Risk Low Low High Misdium

Possibibiby of
ncTease AMedium High High High
Cruantity Export
WNegative
Environmental Low - Low Low
Impact

Source: Author's Survey Data

According to the information from survey, it is fodi that raising funds is high in 3 issu
except technology and negative environmental ingpadt can be said that raising funds
the most frequent experience that affects prodactiod export of poelo among farmer:
The effects of the two factors, technology and reakformation are not as severe as rai
funds. Among the five issues, cost is also highmiost of the categories. Farmers .
stakeholders face costs related issues duringdlue chain process of pomelo export. -
major reason for cost issues include lack of inftecsure, difficulty in access to market, a

poor technology for mass and quality producti
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By integrating all three sectors, the cost andsiilgy of incresse in quantity exports a
high but the negative environmental impact is Idivcan be said that theses two issues ,
and mass production hamper the production and epp@omelo in Yangon. Major reaso
are higher costs for using advanced tecogy, high raising funds cost (especially due
high interest rates from informal sources), diffigun acces to larger markets, and difficu
in raising required capital for mass productiony dlving these issues, the required out

intermediate otcome and end outcome can be achit

To resolve the issues, a problem tree approacked to analyze the causes and effects

negative outcome. The problem tree is shown inr€id.0

Indiract Effect

Indiract Effact

Dhract Effect

Core Problam

Direct Cause I

Indirect Cause

Figure 10. Problem Tree
Source: Author's Survey Data

There are three main direct causes of low profit or lowllbeing. These are as
consequence of poor technology and low market mm&bion. Another reason is that exg
quality fruits cannot be collected properly by matden and collectors. Poor technol
means that the growers are not so interested itettfenology and are not awre of that
well. Perhaps the worst of all is the lack of ateasive servic
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Another factor is that the growers cannot aquireugh market information from expc
markets tirough the association. The third factor concéooal farmers, their small sce
production and instable domestic demand. Thisltsegupoor quality fruits and inability t
achieve export quality. Because of these facigusjified pomelo cannot produced to
meet export demand and that is the core probleom Fis result, the direct effect is that-
export quality is low followed by low profits and@w well being as indirect effects.

contrast to problem tree, the objective tree atienif solve the negative aspects mentio

in the problem tree. The objective tree is peskmtd-igure 11

Indirect End

Indirect End

Direct End

Core Objective

Technology Approach Market Information Approach Fund Raising Approach

Figure 11. Objectives Tree

Source: Author's Survey Data

To complete these objectives, three main approacfteshnology approach, mark
informationapproach and fund raising approach) are focused.upostly, in the technolog
approach, competitions and exhibition are undertaie all growers. All producers a
provided training and they can also receie traiifigm other countries througtudy visits.
These three activities are carried out to applyrowed technology by growe
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Secondly, in the approach of market informationpak market information is shared to
acquire market information from export markets tigio the association. The last approach is
the fund raising approach and this can be donestabksh a pomelo collection center by
providing investments for infrastructure. By aching these approaches, the core objective
of producing quality pomelo can be attained. Byndao, the direct end is to increase quality
export. Based on these processes, the indireeciblgs are to increase profit as well as

wellbeing.

4. Results and Discussion

Up till now, agriculture is regarded as a main sfay the population in Myanmar and
horticulture has become a potential for the expoarket. Myanmar has abundant land
resources for expansion of horticulture. Amongrthproduction of pomelo is rising with an
increasing trend. In the lower part of Myanmarmmgto plantations have been in existence

since ancient periods, yet most of the productsraeaded for the domestic market.

In recent decades, production and export of ponfiedn South East Asian countries,
especially Thailand and Vietham have increasingintcbuted to the global market for
pomelo. Malaysia and Singapore followed the expbgomleo after Thailand and Vietnam.
In 2008, the ASEAN share of pomelo export conteoubnly 0.6% but increased to 1.4% of
total world export of pomelo. Myanmar initiatedetlexport of pomelo in 2012 which
amounted to US $ 1,200 (20 MT). The amount of expdll be expected to rise in the

coming year.

5. Conclusions and Recommendation

5.1 Conclusions

From this study, the value chain of Pomelo in Yangegion has been shown to differ from
the usual value chain. Pomelo is sold and exponéts natural condition. Hence, growers
play a vital role in producing quality pomelo foordestic and export markets. Current
pomelo value chain in Yangon has 4 channels angetf those channels need to pass
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through collectors. There is no chance for growersneet wholesalers in the domestic

market or exporters.

Based on our observations, growers face more weakeehan marketers in the value chain
of pomelo export in Yangon Region. Although grosveave strengths of resource capacities
for future expansion such as an abundance of @vdrable weather conditions and good
farming practices, weaknesses relating to inteimefficiencies, and inadequate knowledge
and technology hamper their potentials. In condgcan external assessment, although
NGOs, NPOs and the Government are initiating in @omvalue chain, poor transport

infrastructure, deficient credits, reduced policyppty and technical assistants still exist.

In contrast, wholesalers receive greatest prodilpived by collectors. Retailers have to
incur costs of about two times more than that efdthers. In order to meet foreign demand
as well as improve the gain of local pomelo growepgrading the current value chains of
pomelo production and exports towards more appaitgone is indispensible. Accordingly,
challenges and threats faced by the most affected the most prominent stakeholder,

growers are explored.

In Myanmar, the major beneficiaries within the pdmevalue chain process are
intermediaries, especially the wholesalers. Thest is the least among other stakeholders
and they gain the highest profits. For the retsjlalthough they can make profit, their cost is
the largest among stakeholders, even higher thaweays. In fact, the main stakeholder
among them is growers and uplifting their produttiand added value from pomelo is
necessary. By doing so, their income and employrapportunities will become high and
this in turn leads to their livelihoods as well ragional development. In addition to this,
poverty reduction will be enhanced among farmeidowever, this cannot be achieved

without removing the influence of middlemen.

Analysis of the problem tree and objective treel@exgthe direct and indirect causes of the
problem among farmers/growers. Among them, majodriances for expanding their

exports are poor technologies, low access to mank@imation, and mass production of high
guality pomelo to meet foreign demand. These thaew®rs are rooted from poor awareness,

lack of extension services, and lack of contachwitarkets, small scale production and
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instable demand condition. Due to these factors, groductivity of quality pomelo will be

incurred.

This enhances low exports, which lead to low incopmefit and living standards of farmers.
At the same time, external challenges such asyoheanges, exploitation of middlemen, and
other factors can also affect productivity and eigoHence, the objective tree analysis
illustrates mitigation measures for the above regatauses and effects.

5.2 Recommendations

The main aim of the value chain process is to im@rexport earnings by increasing the
productivity and marketing process of quality poonedithin the region. To fulfill this aim,
the first and immediate action is to improve prdduty of quality pomelo. Then, mass

production of quality pomelo can be attained aratgssed to the export consortia.

To reduce the direct and indirect negative effecthe value chain, utilization of appropriate
technology and quality assurance are a prerequisitée first step involves technical
trainings, competition and exhibition and studyitsisibroad as well as to local regions. The
next step includes quality seedlings that are pleito the main growers. The required
fertilizer is also needed to be supplied. Theiffigant post-harvest implements and tools
are also vital. After the post-harvest process,ithportant processes such as storing in the
warehouse, cool storage, sorting by machine, patfagransport vehicles and generators
also play a central role for quality product expoiinfrastructure investment and trading
agreement forums are also important and need tsupported by the public sector.

However, these remedies necessitate sufficieninfgsdas well as a policy priority.

From the information mentioned above, it can bechated that among all the value chain
actors, wholesalers have the most profit with véthe amount of cost. Government policy
should be enhanced to upgrade the production dichtiure as well. In addition, individual

fruits clusters (unions) should be organized tdex@hbargaining power for the small holders
and rural farmers to achieve a better standardvofgl Complex procedures related to
exports should be reduced. Otherwise, smallholddishot be able to reach the high value

added level at all.
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From the analysis, the following factors can beuted. The future prospect of the export
market can be achieved through mass production twéhdesired quality within a targeted
time. For local growers alone, the ability to amitexport markets is impracticable due to
the lack of skill, knowledge and experience notyofdr mass production, but also for
marketing and exports of fruits to buyers. Thathis reason why the role of intermediaries

becomes crucial for the value chain process.
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About MINZAS

MINZAS program is a partnership program of Mekongtitute and New Zealand Embassy
in Bangkok. The objective of this program is to @mte research capacity of young GMS
researchers by providing a structured learningfded research application program for 36
master’s degree students from provincial univessitn Cambodia, Lao PDR, Myanmar and
Thailand.

Through a comprehensive supports — trainings, r@aohel meeting, constructive advices
from MI advisors including financial supports — whiare to be and have been provided to
scholarship grantees, students’ research skills @mtuction of research deem to be
developed. The completed research works will bdighgd in ‘Ml Working Paper Series’
and disseminated to related agents among the GMS.

The MINZAS Program is designed for 3 cycles; eaatieclasts for one year with 4 phases:

Phase One: Training on Research Methodology

Phase Two: Implementation of Sub-regional Researé&tespective Countries

Phase Three:Research Roundtable Meeting

Phase Four: Publication and Dissemination of StteleNorks in ‘MI Working
Paper Series’

YV V V

The research cycle involves:

e One month training course on GMS Cooperation an&M$ Integration, research
development and methodology. The students wiltipce their research designs and
action plans as training outputs;

e Technical assistance and advisory support to MINZ#cholars by experienced
mentors and academicians in the course of thendspeocess;

e The scholars will present their research papeis iound table meeting attended by
subject experts and their peers;

e Scholars will revise their research papers and avgpas necessary, based on experts
and peer review during the roundtable meeting;

e Publication of reports as MI working paper series.
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The Mekong Institute (MI) is an intergovernmental ViSion

organization with a residential learning facility located on the

campus of Khon Kaen University in the northeastern Thailand.

It serves the countries of the Greater Mekong Subregion Capable and committed
(GMS), namely, Cambodia, Lao P.D.R., Myanmar, Thailand, human resources working
Vietnam, Yunnan Province and Guangxi Zhuang Autonomous together for a more

Region of PR. China.

integrated, prosperous,
and harmonious GMS.

MI is the only GMS-based development learning institute,
chartered by the six GMS Governments, offering standard and

on-demand capacity development programs focusing on MiSSion

regional cooperation and integration issues.

MI’s learning programs services caters to the capacity building
needs of current and future GMS leaders and policy makers on
issues around rural development, trade and investment

Capacity development for
regional cooperation and
integration.

facilitation, human migration, with good governance and

regional cooperation as cross cutting themes.

MI Program Thematic Areas

RURAL DEVELOPMENT
FOR SUSTAINABLE
LIVELIHOODS

TRADE AND
INVESTMENT
FACILITATION

HUMAN MIGRATION
MANAGEMENT
AND CARE

. Policy
Researc onsultatio

Y 4 X

Cross — Cutting Themes:
- Regional Cooperation and Integration
- Good Governance
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Rural Development for Sustainable Livelihoods
= Agriculture value chains

= Natural resource management

=  Food security and sufficiency

=  Productivity and post harvest support

. Trade and Investment Facilitation

= SME clusters, business to business and export
networking

=  Trade and investment promotion in Economic
Corridors

= Cross-Border Transport Facilitation Agreement
(CBTA) and Logistics

=  Public-Private Partnerships

Human Migration Management and Care

= Safe migration

= Labor migration management

= Harmonization of migration policies and
procedures

= Mutual recognition arrangement for education,
training and skills standard
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