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Abstract

1. Introduction

China is one important market for Thai rice. Thai rice accounted for 99.7% of rice import of
China in 2001. However, the position of Thailand was challenged by Vietnam since 2012. In
2018 Vietnam captured 46% of the imported rice market in China, followed by 32% of
Thailand'. The other important players include Pakistan, and ASEAN neighbors of Cambodia,
Laos and Myanmar. Thai rice in China had an even bleaker prospect in 2019. the total rice
export from Thailand to China form January to July 2019 is only 59% in value of that in
2018, of which broken rice is 58% and milled rice 60%. Only brown rice is 121% compared

with the same period in 2018°,

This research addresses the challenges of Thai rice in China by looking at an interesting niche
of brown and color rice. Brown rice is defined as the whole grain rice with hull (husk)
removed, but with bran layer, cereal germ retained, while color rice is a family of brown rice
with pigmented outer layers, colored red, black and purple etc. The brown and color rice is
studied under the frame of new national strategy for rice of Thailand which we argue should
balance two important objectives: “higher income for farmers” as well as “international

competitiveness of Thai rice”.

There are three research objectives. First, supply of brown/color rice in Thailand: Different
varieties of brown/color rice; Potentials and problems in farming, production and R&D.
Second, market for Thai brown/color rice In China: Potentials & problems of brown/color
rice in Chinese market; Customer need, competition, regulation & marketing mix: product
(branding), price, promotion, place (020 channels). Third, strategy & policy implication for
stakeholders: The new national strategy for rice of Thailand; Implications for farmers, millers,
R&D, business service providers, exporters, importers, distributors, retailers and government.

Desktop research, In-depth interview/Focused group and Field trip observation are the major
research methods used. The field trips include 52 visits in 12 provinces in Thailand and 27

visits in 5 provincial units in China.

! Sourcel WTO, ITC
% Sourcel. WTO, ITC
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2. Supply of Brown/Color Rice In Thailand
The supply of brown/color rice is reviewed in two parts: 1) Rice varieties of interests and 2)

Role of stakeholders of rice production.

Rice Varieties of Interests

By 2019, there are 152 rice varieties officially certified by the Bureau of Rice Research and
Development of Thailand’, Together with thousands of uncertified varieties, they provide a

strong gene base for rice production of the country.

Through reviewing of the competition in Chinese market for Thai rice, five groups are
identified as rice varieties of interests (Table 1) . They include: 1) Hom Mali rice group; 2)
fragrant rice group; 3) white soft rice group; 4) glutinous rice group; and 5) color rice group.
The colored cells in Table 3 indicate varieties newly certified from 2016 to 2019. Table 1
records the production data of the selected rice varieties in these five groups, in terms of
yield (kg/rai), planting areas, planting period (days), harvest time and number of crops per
year. All five groups can be processed as brown rice with hull (husk) removed, but with bran

layer, cereal germ retained.

® Source: “Rice Knowledge Bank” of Rice Department, Ministry of Agriculture & Cooperatives

and Bureau of Rice Research and Development
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Table 1: Production Data of Selected Rice Varieties of Interests
Feature Hom Mali Fragrant White Soft Glutinous Color
Mae Kiaw 1
eum
Name RD15 | KDML105 RD65 Chan RD43 RD79 RD6 Ngoo . Sangyod RD69 Riceberry RD83
ua
Fragrant 8974
Yield
(ke/rai) 560 363 673 700-800 561 809-1,182 666 371-484 343-455 330 797 300-500 542-864
g/rai
North &
. Upper ) Lower North & 400-800 North
Planting Upper Middle Upper Lower o North
North & North East North North North above East No limit
Area North Irrigated ) North South . East
Dry lands Middle East sea level Irrigated ]
Middle
Planting
period 100 120 113-5 150 95 118 120 125-7 150 140-3 130-44 130-5 130
(day)
Harvest )
Nov 10 Nov 20 Nov 14 Nov 25 Nov 25-7 | July 10-2 Nov 21 Nov 26-8 Oct 13-5 July 10 Anytime | Oct 15-20 -
(Main Crop)
Crops Per
1 1 1 1 2 5 /2 years 2 1 1 1 5 /2 years 1 2
Year

Source: Compiled by researcher
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Hom Mali (RD 15 and KDML 105) is the premium brand of Thai rice with long history and
established image. The challenge is to maintain its premium position. There is market
feedback that Hom Mali is not as fragrant as it used to be, and are partially replaced by
fragrant KDM of Vietnam and Mali of Cambodia.

The fragrant rice group and soft white rice group on the other hand are fighting brands to
capture the lower price segments. The fragrant rice group has reasonable fragrance and
competitive price. The challenge is to have a clear differentiation from Hom Mali in branding,
and apply easy testing method to prevent them from mixing with Hom Mali in milling and

packaging, a point well illustrated by the recent case of RD65.

The white soft rice group is recently promoted for export because of its soft texture, i.e.
low amylose content (<20%). RD 43 is promoted by Department of International Trade, MOC
for its softness and low Gl (Glycemic Index) which is beneficial for diabetes patients. RD79 is
another promising new variety with soft texture and high yield (800-1182 kg/rai). The
challenge is a proper government incentive to attract farmers for producing and exporters
for pushing them into the market. The glutinous rice group (e.g¢ RD 6 and Kiaw Ngoo 8974) is

mainly for food industry in China and has no serious competition so far.

The color rice group becomes popular for both domestic and export markets with the
concept of healthy food. Besides the traditional varieties like Sang Yod Phattalung and Leum
Pua, new varieties have been developed in recent years, such as Rice Berry, RD 69 and RD
83. A longer list of color rice varieties has 14 varieties in 5 groups according to the newly
published Color Rice Standards of Thailand 2019.

The distinguished nutritions of color rice include Niacin, Iron from Sang Yod Phattalung;
Antioxidant,Omega 3,6,9, Iron, Calcium, Manganese from Leum Pua; Anthocyanin, Antioxidant
from Rice Berry; Antioxidants, Phenolic, Flavonoid from RD 69 and Antioxidant from RD 83.
As an emerging niche in Thai rice, the challenge are proper government incentives and

probably a reliable contract farming system to ensure substantial and stable demand and

supply.

Role of Stakeholders

Based on in-depth interview, focused group and observation in Thailand, the roles of six

groups of stakeholders of rice export and their roles are identified in Table 2. They include
1) Research Center & Seed Station which provides seeds and technology; 2) farmers
organized in Cooperative & Community Enterprise; 3) Miller; 4) Exporter; 5) Other Business

Service Provider; and 6) Government.
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Table 2: Role of Stakeholders of Rice Export in Thailand

Stakeholders Roles

Discover and nurture new variety of rice

Supply seed to farmers and maintain the purity of seeds
Research Centers &

. Training program for technology transfer to farmers
Seed Station

Exam and certify rice production system: GAP, organic farming

Implement government promotion program

Organize famers to receive support form research centre
Cooperative & Community | resell seeds and Maintain the purity of seed
Enterprise Buy agricultural machines to be shared by members

Buy rice from the members and market the products

Milling service for famers with high capacity

Buy rice form the famers and sell to whole sellers and
Miller exporters/importers

mix rice of various varieties according to the need of

customers

Purchase rice from millers and integrators

Match international orders with supply

Exporter Develop new market and new product in cooperation with
importer

Maintain quality standard for rice export

) . Service for new seed adoption, field management, post
Other Business Service )
harvest management and processing

Provider
Service for packaging, promotion and market development
National Rice Policy Committee: National Rice Policy
Minister of Agriculture and Cooperatives (MOAQ): Rice
Research, Promotion for GAP & Organic rice
Government Minister of Commerce (MOCQ): Rice Standard, Promotion

programs in international markets

Ministry of Interior (MOI): Support of rice trade for local

communities

Source: Compiled by researcher
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There are certain policy initiatives to enhance the milling and marketing capacity of farmers
to reduce their reliance on millers and exporters. However, it is difficult for individual famers
or cooperative and community enterprise to export directly to China. Millers and exporters
still play a crucial role in the export supply chain. The farmers may be assisted by a new
generation of business service providers who specialize in packaging, promotion & market
development.

3. Market for Thai Brown/Color Rice In China
The Marketfor Thai Brown/Color Rice In China is reviewed in three parts: 1) Thai Brown/Color

Rice in China; 2) Customer Need & Competition; and 3) Government Regulation in China.

Thai Brown/Color Rice in China

Brown/Color rice is a promising category in the “Miscellaneous Grain” (Z4##) section of the
supermarket in China. While the total rice export from Thailand to China fluctuated around
1 million tons from 2015 to 2018, the amount of brown/color rice increased more than 3
times from170tonsin2015 to the peak of 551 tons in 2017. The most important brown/color
rice from Thailand to China is Brown Hom Mali and Red rice, more than 200 tons in the peak
year of 2017, followed by Black rice (mostly rice berry), Black organic rice and Brown fragrant

rice, of 33 tons, 16 tons and 6 tons respectively in the peak year of 2018"

It is found those brown/color rice of Thailand are mainly exported by 5 Thai companies.

Table 3 shows the name of these Thai exporters, their brands, and their partner importers.

In terms of Product, Thai brown/color rice in China includes Brown Hom Mali, Brown
Fragrant, Rice Berry, Red, Black, Black Glutinous, normally in 1 kg vacuum package. Their
Prices range from ¥20-30/keg at the lower end to around ¥80-100/kg at the high end. Their
Promotion measures include low price for special occasions, g¢roup buying, and store
demonstration & tasting. In terms of Channels (Place), Thai brown/color rice enter Chinese
market mostly through Chinese importers in Guangzhou, Shenzhen & Shanghai. They are
than distributed online through shops in TMALL, JD , Taobao and Pingduoduo etc. or offline

in whole sale markets or middle to higher-end supermarkets.

¢ Source: Thai Customs
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Customer Need & Competition
There are three transitions in customer need for rice in China: Firstly, more northerners who

used to prefers wheat flour products such as noddles and bun now eat more rice, especially
the young people. Secondly, there is increasing preference forJaponica (k) over Indica
(FlK) for its softness and better taste (low Amylose content). Japonica dominates the
market in North, North East and East China, and expands fast in South and Middle China.
Thirdly, there is increasing popularity in the “Miscellaneous Grains” (#24#) section in the
supermarket, which includes brown/color rice, beans, oat, etc, for health concern. These
three trends have positive implications for Thai rice export to China in general, white soft

rice and brown/color rice in particular.

Table 3: Thai Exporters of Brown/Color Rice in China

Thai exporter Brand Chinese importer
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Source: Compiled by researcher
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The most important competition to brown/color rice of Thailand comes from the Chinese

players in three segments of bulk rice, packaged rice and cereal mix:

1)

Brown/Color Rice in Bulk is offered in the variety of: Normal, Fragrant, Red, Black,
Purple, & Black Glutinous rice, at price from ¥10-20/kg at lower end to ¥40-50/kg at
higher end.

Brown/Color Rice in Package is offered in the variety of: Normal, Fragrant, Organic,
Red, Black, Purple, &Black/Purple Glutinous at price from 20/kg at lower end, ¥50-70/kg
in the middle range, to ¥80-100/kg at higher end.

Brown/Color Rice in Cereal Mix is normally offered in a mix of 5-10 kinds of other
cereals for better taste and balanced nutrition, at price from ¥20/kg at lower end to
¥50-140/kg at higher end.

While the products at the lower end seem to be a threat, it may nurture the
consumption of brown/color rice. Given the brown/color rice of Thailand are sold in
China in the price range from ¥20-30/kg to around ¥50/kg, the higher end market shows
the opportunity for higher quality Thai products, especially in the segment of Brown

Rice in Cereal Mix.

The import of brown/color rice of China, especially those from CLMV countries is another

competition for Thailand._Four observations are made on the competition from the CLMV

players:

1)

2)

Compared with its CLMV competitors, Thailand has the strongest position in Hom Mali,
fragrant and brown rice in both online and offline channels.

Cambodia is the strong competitor to Hom Mali with award winning quality and
competitive price, while Vietnam is strong in fragrant and white rice with lesser quality
but competitive price. Both countries have brown rice presence outside mainland China
such as HK. Vietnam has processed brown rice products in mainland China, such as
brown rice cookies and noodles.

Even thoush Myanmar and Laos are top exporters of brown rice to China. Most of
them enter through border trade and are further milled inside China. There is a few
color rice products in the online market.

Promotion messages of the CLMV rices focus on uncontaminated water and earth,
original rice variety and organic production method. International awards and certificates
are also highlighted in the cases of Cambodia and Vietnam.

Government Regulation in China

Rice market is heavily protected in China. A Tariff Rate Quota of 5.32 million tons for rice are

allocated to state and private importers. The tariff rate within quota is 1% for Paddy, Brown,
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White and Broken rice. The tariff rates outside the quota for Paddy, Brown, White and Broken
rice are 180%, 65%, and 50% respectively at normal level, for MFN of WTO members, and
for members of China ASEAN FTA (CAFTA). In the New Tariff Schedule for Rice 2018, the tariff

rate outside quota for broken rice is reduced to 5% for CAFTA members.

Beside the barriers of tariff and quota, rice producers in Thailand should also be approved as
theRegisteredRice Producer for export to China by State Administration for Market Regulation
(SAMR), previously General Administration of Quality Supervision Inspection and Quarantine
(AQSIQ). There are 49 producers the first list. The second list is in the process of approval at
the moment.

SAMR is also above Certification and Accreditation Administration (CNCA) which supervises
agencies for issuing certificates according to various standard. For example, there are three
standards related to organic food, namely:Pollution Free Agricultural Products (JE2 #E4& 7 i),
Green Food (£ttt &), and Organic Product of China (FFEFHHLF=#). It is necessary for Thai

exporters of organic brown/color rice to obtain relevant Chinese certificates.

4. Strategy & Action Plan

Five dimensions each for strength (S1 to S5), weakness (W1 to W5), Opportunity (O1 to O5)
and Threat (T1 to T5) are identified for brown/color rice of Thailand based on the research
findings in section 2.4 (Figure 1). The SWOT matrix generates 10 general strategies including 3
SO strategies (Ob1 to Ob3), ST strategies (Ob4 to Ob6), and 2 WO strategies (Ob7 to Ob8),
and 2 WT strategies (Ob9 to Ob10). They can be classified into 3 groups: 1) Marketing
Strategy with 4P Mix; 2) Competition Strategy; and 3) Strategy for Demand Driven Supply
Chain. According to the “Roadmap & Milestone” in the action plan, the strategies proposed
would increase the export of Thai rice to China from the base year (2019) of US$425.5
million to US$542 million in 2-3 years and US$585 million in 4-5 years.

Marketing Stratesy with 4P Mix

Product Strategy

It is suggested that Hom Mali should be kept as a Premium Brand in a small high end
market, probably with features like guaranteed 2AP (2-acetyl-pyrrolin) test result to ensure
the level of fragrance, and organic or eco rice production system. Beside Hom Mali, a
constellation of Fighting Brands should be established which include the white or brown
Fragrant rice, Soft Rice, Glutinous Rice, Germinated Rice and Color rice (refer Table 1),
differentiated with various degrees of Fragrance (2AP), Softness (Amylose) , and Glycemic
Index (GI), as well as Nutrition/Health Property (Anti-oxidation: Phenolic Contents; DPPH,
BHT, Ascorbic acid (Vitamin C) O-Tocopherol (Vitamin E).
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Figure 1: SWOT Matrix of Brown/Color Rice of Thailand
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Pricing Strategy
It is suggested that the FOB price for premium brand to be 1000-1200 $/ton, and fighting

brands 500-800 $/ton.The retail price in China to be ¥50-60/kg at higher end, and ¥20-30/kg

at lower end.

Promotion Strategy

It is suggested that the promotion messages to be: World reputation of Thai rice,
international certificate, Earth and water quality & organic way in eco system, Unique taste &
appearance, Superior nutrition property based on lab test, Embodied Thai culture, Superior
technology in field management, storage & logistic. The promotion measures to be: Star or
KOL recommendation, User experience sharing, Discount for bulk purchase & group buying,
Limited-time offer, New comer coupon, Buy one get one free, Festival promotion, Store
visibility, On spot experience of aroma & taste, Taste events for B2B buyers, Premium goods,

Knowledge for health benefits, Tips for storage and cooking.

Channel (Place) Strategy

It is suggested the major channel should be professional exporters in Thailand and their
partnerimportersin China. There should be an integration for on line awareness and purchase,
as well as offline experience and delivery; balance between B2C channel and B2B channel,
for examples FSD (food service delivery) & WAG (welfare & gifts); expansion from traditional

market in the coastal regions into inland emerging markets.

Competition Strategy

Differentiation from the Chinese Competitor may be established though emphasis on: the
world reputation of Thai rice, the earth and water quality in Thailand; international certificates
of the producers; superior nutrition property based on lab test. Differentiation from the
CLMV Competitor may be established though emphasis on: established record in the world
market of Thai rice, its unique taste & appearance; Thai culture embodied; superior

technology in field management, processing, storage & logistic.

Strategy for Demand Driven Supply Chain

The rice planting area (major crop) In year 2019-2020 is nearly 60 million rai. The Hom Mali,
glutinous rice and hard rice accounts for 39%, 27% and 24% of the total planting area. The
rest 10% of the land is divided among fragrant rice (8.7%), rice for special market (1.1%) and
soft rice (0.3%)5. To implement the product strategy suggested above, the distribution of

the rice planting area should be adjusted: probably a reduction of the land used for Hom

® Source: MOAC
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Mali and hard rice, an increase of the land used for soft rice, and rice for special market (e.c.
color rice).

Government policy plays a crucial role in the demand driven supply strategy. It may include
R&D program for new rice variety and processed rice products, programs to improve quality
and efficiency of rice production, a legally effective contract framing system. The most
important one, however, is to provide incentives through guaranteed or guided price to
attract farmers to produce the rice varieties according to the product strategy, and leave

enough margin for millers and exporters to process and push them into the Chinese market.

Three breakeven models are produced with the insights on decision variables for farmer,
miller and exporter. Given the assumption on Production Cost (Baht/rai), Yield (kg/rai), Land
per Family (rai), Gross Income Target of the Family (Baht/year), the model for farmer
predicts the minimum price of paddy rice (Baht/ton) to attract a farmer to adopt the rice
variety for production. Given the assumption on Price of Paddy Rice (Baht/ton), Transfer Rate
(%), Volume (ton), Targeted Margin (%), the model for miller and exporter predicts the
minimum selling price of rice (Baht/ton) to attract a miller to process or the exporter to

export the rice variety.

Action Plan
An Action Plan is provided which includes “Involvement of Stakeholders” (Table 4) and
“Roadmap & Milestone” in short and medium terms (Table 5) related to the 10 general
strategies and “Resource Configuration” of the necessary Natural, Human, Technology,
Financial and Public resources (Table 6) are explained.
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Table 4: Involvement of Stakeholders
Strategic Objectives Farmer Miller R&D Service Exporter | Importer | Wholesaler | Retailer Government

Ob1 Consolidate Hom Mali as Premium Brand Develop v v v v v v v v v
fighting brands

Ob2 Develop & Promote Rice with Special Property v v v v v v v v v
for Health

Ob3 | Expand geographically to inland areas - - - - 4 v 4 v 4

Obdl Thainess as a Differentiation Points from Chinese & ) ) ) v v v v v v
CLMV competition

Ob5 | Education on the Benefits of Brown & Color Rice - - - 4 4 4 4 v v
Research & Development of New Products

06 , P : : v v : : : : :
Adopting New Food Technology

Ob7 Understand Chinese Consumer & Market, ] ) ] v v v v v v
Develop Marketing Strategy with Partners

Obs Demand Driven Supply to Improve Quality & v v v v ) ) ) ) )
Production Capacity

Ob9 | Develop Competition Strategy with Partners - - - - v v v v 4

Ob10 Adopt New Agricultural Technology to Improve v v v v ] ) ] _ v

Quality & Efficiency

Source: Compiled by researcher
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Table 5: Roadmap & Milestone

Strategic Objectives

1 year

2-3 Years

4-5 years

Consolidate Hom Mali as Premium Brand

Plan & coordinate 2AP test

2AP test & logo implementation

System of premium and fighting

Ob1
Develop fighting brands Planting area plan Planting area adjustment brand established & improved
) ) o ) Third party test and confirmation ) )
Develop & Promote Rice with Plan for promoting rice with ) ) Success of of rice with health
Ob2 ] ) Planting area adjustment ]
Special Property for Health special property for health . ) property Continuous R&D
Marketing campaign
) ) Test marketing based on ) ) ) ) o
Ob3 Expand geographically to inland areas ] Expansion for offline experience Consolidate in inland markets
e-commerce ordering
) ] o ) ) Establish a clear & optimal
Thainess as a Differentiation Points from ] ) o ) Promote and deliver the o ) )
Ob4 ) N Identify the differentiation points ) o positioning in the mind of Chinese
Chinese & CLMV competition differentiation
customers
Ob5 Education on the Benefits of Consolidate the knowledge base Expand the knowledge base With Wider acceptance of brown/color
Brown & Color Rice Initial promotion more third party confirmation rice By 50% of target population
Research & Development of New R&D for processed products Such as ) ) Continuous R&D and
Ob6 Production and marketing
Products Adopting New Food Technology cereal mix and snacks product launch
Ob7 Understand Chinese Consumer & Market, Market intelligence system setup Improvement of marketing Continuous marketing Increase
Develop Marketing Strategy with Partners Planning with channel partners Increase brown/color rice by 4 times brown/color rice by 10 times
Obg Demand Driven Supply to Capacity planning & adjustment Implementation for planting capacity Establish optimal capacity High
Improve Quality & Production Capacity Plan for quality improvement & quality improvement quality premium & fighting brands
Develop Competition Strategy Market intelligence system setup . Top player in China for rice
Ob9 ) ) ) Implement competition strategy ]
with Partners Planning with channel partners And Brown/color rice
) ) o Implement quality & efficiency ) ) ) )
Adopt New Agricultural Technology to Plan for quality & efficiency ) ) Leading producer in quality, yield,
Ob10 improvemnetExpanding GAP &

Improve Quality & Efficiency

improvement

Organic Thailand

cost and labour productivity

Source: Compiled by researcher
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Table 6: Resource Configuration

New land and adjustment of land usage Improve earth and water quality,

Natural S
Improve irrigation system
y R&D personnel for new seed development & field management, Skilled
uman
Farmer for adopting new technology Marketing experts, Service providers
Develop of new rice varieties Technology for field management, post harvest
Technology o . )
storage & logistic Technology for deep processing & food production
- il Investment for natural resource, human resource and technology
inancia
development Budget for government programs
Government support for R&D, new technology adoption and training
oubli Government planning & promotion for land adjustment & new variety
ublic

adoption Government support for community enterprise Government

involvement and support for international marketing

Source: Compiled by researcher




