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Executive Summary
Sub-Project No.3 Strengthening the Arabica Coffee Production and Marketing

Potentials in the Highland Area

Sub Project under: Integrated Research to Strengthening the Arabica Coffee
Production and Marketing Efficiency in the Highland Area
Research Plan: Supporting the Arabica Coffee Production and

Marketing Efficiency

-----------------------------------------------------------------------------

1. Project Background and its importance

Coffee is one of the important crop species in the world economy. During the past three
years, global demand for coffee has been continuously increasing. World coffee production in 2013
averaged about 8 million metric tons. Arabica coffee accounted for 62 percent total production and
the rest 38 percent was Robusta coffee. The amount of Thai coffee production was about (.52
percent of total world coffee production.

In 2013 and 2014, production area of Thailand with about 302,860 rais, down from 2.24
percent a year ago, today there are 290,000 rais of coffee plantation with total yield of 30,000 tons,
while the country needs up to 70,000 tons. Arabica coffee varieties growing areas in Chiang Rai.
Robusta coffee varieties in Ranong, Surat Thani, Chumphon. In 2013 — 2014, with an output of
about 41,600 tons of the whole country divided into 35,300 tons of Robusta and Arabica Coffee
6,300 tons, down from last year. 7.77 percent.

Competitive scenario, exports and imports, found that Thailand has not enough domestic
coffee production to satisfy its market demand. Therefore, Thailand has to import coffee from
foreign countries especially from ASEAN countries has increased by coffee consumption. However,
the study data of Arabica coffee production and marketing in Thailand, is necessary in order to be
prepare the Thai coffee growers, processors and organizations involved to be ready for competition
in the future. Whereas strategies on extension and research for producing quality Arabica coffee to
serve both domestic and foreign consumers must be identified.

In the highland area of Thailand, Arabica coffee is an important crop species for the
economic development of the highlands communities. Currently, research and development of

Arabica coffee has been continuously promoting by related agencies. At present, Arabica coffee



planted areas was 68,594 acres with the total production of 7,792 metric tons. Arabica coffee was the
main source of income for number of highland farmers. However, the Arabica coffee production and
marketing were fluctuated from time to time due to lack of the integrated management system among
involving sectors. There is also lack of correctly and timely marketing and production information
for effective formulation of coffee promoting strategies to the farmers in these areas.

In the production year 2011/12, there were 2,272 coffee growers from 17 development
centers of the Royal Project. These growers produced and sold Arabica coffee through the Royal
Project as much as 226,083.4 kilogram of green bean and valued at 33,877,297 bath.

Therefore, The Highland Research and Development Institute (HRDI) has recognized the
importance and the needs for develop the Arabica coffee production and marketing efficiency, and to
promote Arabica coffee production in the Royal Project area. For this reason, in order to know their
production and marketing potentials, this research should be studied to identify and analyze Arabica
coffee production and marketing potentials of Arabica coffee in the Royal Project areas as well as to
formulate the recommendations and guidelines in order to enhancing and strengthening Arabica

coffee production and marketing potentials in the Royal Project area.

2. Research Objectives
The objectives of this study were;
2.1 To investigate the production and marketing situations of Arabica coffee in the Royal
Project area
2.2 Toidentify and analyze Arabica Coffee production potentials in Royal Project area
2.3 To study and analyze the Arabica Coffee market potentials in the Royal Project area, and
2.4 To propose recommendations and guidelines in order to enhance Arabica coffee production

and marketing potentials in the Royal Project area

3. Scope and Limitation
This research was conducted in the 15 Centers / Stations of the Arabica coffee promoting
area of the Royal Project between January and September 2015 as the following;
1) Ang khang Royal Agricultural Research Station
2) Kae Noi Royal Project Development Center
3) Nong Hoi Royal Project Development Center
4) Mon Ngao Royal Project Development Center

5) PaMeang Royal Project Development Center



6) Teen Tok Royal Project Development Center

7) Pang Oung Royal Project Development Center

8) Inthanon Royal Agricultural Research Station

9) Huay Som Poi Royal Project Development Center
10) Khun Wang Royal Project Development Center

11) Mae Paee Royal Project Development Center

12) Wat Chan Royal Project Development Center

13) Mae La Noi Royal Project Development Center

14) Huay Num Khun Royal Project Development Center

15) Huay Phong Royal Project Development Center

4. Research Methodology

4.1 Population, Sampling and Sampling Procedure
Unit of analysis used in this study was the farmers population, the samples size of 333
farmers who grow coffee Arabica in the 15 Royal Project areas were calculated by proportion
allocation technique in each of the Royal Project Centers / Stations and were randomly selected from
the total of 1,984 farmers in the 15 Royal Project areas by simple random sampling based on the .05

level of statistical significance.

4.2 Research instruments and data collection method
Research instruments used in collect the data were interview schedule, focus group

discussion and questionnaire.

4.3 Data analysis
Data were analyzed by percentage, average, maximum-minimum values, standard
deviation. Meanwhile, Reveal Comparative Advantage: RCA, Multiple Regression Analysis and
SWOT Analysis/ TOWS Matrix were used to evaluate and analyze Arabica coffee marketing
potentials.
1) 5 Likert Scales was used to evaluate and analyze Arabica coffee production potentials
with the Radar diagram. Arithmetic mean, and criteria of Arabica coffee production potentials as

followed;



Score Weighted Mean Level of Production Potentials
5 4.21-5.00 Means Highest/Maximum Production Potentials
4 3.41-4.20 Means High Production Potentials
3 2.61-3.40 Means Moderate Production Potentials
2 1.81-2.60 Means Low Production Potentials
1 1.00-1.80 Means Lowest/ Least Production Potentials
2) Reveal Comparative Advantage: (RCA) was used to analyze the competitiveness of
Thai Arabica coffee of Thailand in the world market and domestic market potential of Thai Arabica
coffee
3) Simple Regression Analysis and of the trend on distribution value of Arabica coffee
ND SWOT Analysis/ TOWS Matrix were used to evaluate and analyze Arabica coffee marketing

potentials of the Royal Project as well as to derive/formulate the Royal Project marketing strategies.

5. Results of the study
Research Objectives No. 1: To investigate the production and marketing potentials of Arabica
coffee in the Royal Project area

The study found that the overall situation in the production of coffee Arabica of the 15
Royal Project areas the sample farmers were growing coffee Arabica 65.7 percent were male and
34.3 percent female, average age of 49.89 years. 48.9 percent of farmers were aged 46-60 years,
followed by 28.5 percent between the ages of 31-45 years, 45.9 percent of the farmers have not been
studied. Followed by 44.4 percent level education in diploma and 33.6 percent have a primary school
education, most of them 63.7 have member houscholds more than 4 pecoples. In the aspect of
workforce to take care for a coffee plantation, found that majority of them 71.8 percent have
workforce to take care for coffee plantation 1-2 with 54.6 percent have the workforce in coffee
harvesting about 1-2 people, and most of them 87.9 percent have the workforce in the coffee
processing 1-2 people.

Of 69.7 percent of sample farmers have their own Arabica coffee area planted between 1-
5 rai and 89.3 percent were land tenant of the land size between 1-5 rai. 39.1 percent of sample
farmers have experience in growing and producing coffee between 6-10 years. Overall 15 Royal
Project areas, the volume of Cherry Coffee averaged 3,946.32 kg / rai, Parchment Coffee average
2,083.70 kg / rai. Green Bean average of 86.55 kg / ha and an average yield of Coffee Beans Roasted

16.95 kg / rai.



On the aspect of coffee growing systems, found that majority of sample farmers 77.7
percent applied the planting shade, with 21.2 percent applied GAP growing systems, 13.1 percent are
organic cropping system, 42.4 percent of the farmers in the sample is processed Parchment Coffee
and 2.1 percent of them processed Green Bean. Overall 15 Royal Project Foundation areas, the total
average income/ revenue from their coffee produces was 375,667.15 baht / year and the average
annual expenditure for their coffee farm management was 34, 503.78 baht / year by divided
investment or cost in farm management (growing and producing) with a total average 30503.78
baht /rai.

Most of the sample farmers sold their Cherry Coffee production and Parchment Coffee to
the Royal Project, agricultural market products, merchant who was in the village and outside the
village in the form of sale in cash and sell on credit. Cherry Coffee, Parchment Coffee, Green Bean
and Coffee Beans Roasted were sold to the coffee shops. There are only a few of which are sold to
the cooperative or farmers groups itself. While, the less traded coffee contract farming. Most sample
farmers agreed that the Arabica coffee market today as well. There are more distribution channel
output for easy and versatile if converted to production is certified GAP coffee will likely sell more
coffee production.

It was also found that sample farmers are preparing to produce high-quality coffee such as
knowledge, training courses, seminar and visiting good farm management. There were also established
coffee producer groups in the community to help members of the group who could not be sold coffee
products. Overall, the ability to supply the market for coffee production showed that 56.4 percent is
enough to produce marketable products. It also found that 73.8 percent of sample farmers have a level of
production and marketing competence on moderate to very little level, while 84.0 percent had no
knowledge of processing coffee. The sample farmers are demanding that staffs of the Royal Project
should provide guidance and help them supply their products and negotiate with the merchant to buy their

product regularly.



Research Objectives No.2: To identify and analyze Arabica Coffee production potentials in Royal
Project area
Using five Likert Scales to evaluate the Arabica coffee production potentials in the 15 Royal
Project areas, results from the analysis could be divided into 3 groups according to the total average
mean scores of Arabica Coffee production potentials level; as followed:
1) Highest Production Potentials level was 1 area which were;
1.1 Teen Tok Royal Project Development Center
2)High Production Potentials Score, however, there are restrictions on the expansion of
production area totally 3 arcas which were;
2.1 Pa Meang Royal Project Development Center
2.2 Huay Num Khun Royal Project Development Center
2.3 Ang khang Royal Agricultural Research Station; respectively.
2.4 Inthanon Royal Agricultural Research Station
2.5 Mae La Noi Royal Project Development Center
2.6 Huay Phong Royal Project Development Center
2.7 Mon Ngao Royal Project Development Center
2.8 Pang Oung Royal Project Development Center
2.9 Huay Som Poi Royal Project Development Center
2.10 Nong Hoi Royal Project Development Center
2.11 Khun Wang Royal Project Development Center; respectively.
3) Moderate Production Potentials with the total of 3 areas which werc;
3.1 Mae Paee Royal Project Development Center
3.2 Kae Noi Royal Project Development Center

3.3 Wat Chan Royal Project Development Center, respectively.

Research Objectives No.3: To study and analyze the Arabica Coffee market potentials in the Royal
Project area
1) The study on marketing competitive of Thai Arabica coffee in the world
market
The study collected world export value of coffee during 2005 to 2014 from the United
Nation. These data were the total export value of Arabica and Robusta coffee. They were used to

compute the revealed comparative advantage (RCA) index. The study found that the average



computed RCA index during the past 10 year for Thai coffee was 0.035 which was much lower than
1.00. Tt indicated that “Thailand have less marketing competitive in the world coffee market.” This
was predominantly due to Thai coffee production, especially Arabica coffee production was aimed to

support domestic consumption.

2) The study on market potential of Thai Arabica coffee in domestic market

The analysis of the growth of Arabica coffee production and growth in the proportion of
Arabica coffee production to domestic consumption revealed that Thailand could not product enough
coffee for its domestic use. During 2007-2011, Arabica coffee production was decreasing. In the
contrary, its domestic use was increasing. The demand for coffee from the processing factories grew
at the rate of 4.30 percent per annum to follow the increasing trend of coffee consumption among
consumers. It appeared that consumption of brewed and roasted coffee were popular among urban
consumers. For canned coffee and coffee products, Processors had developed many new products to
fit the consumers’ life style. As a result, coffee demand sowed and Thailand had to import coffee
from abroad in order to meet it domestic demand. The survey of brewed and roasted coffee stores
showed that they had difficulty in getting Arabica coffee to serve their customers. This implied that
Arabica coffee was highly demanded, had market potential, and be able to expand its market in the
future. The key success in expanding Arabica coffee market were the expansion of its production and
having a good distributing system. A good distributing system implies the distributing system that
effectively distribute coffee to a wide range of brewed/roasted coffee stores and final consumers.
The study found that there was high market potential for Arabica coffee. The Arabica coffee market
has been continuously expanding since 2010. However, the production potential was still very low.
Therefore, Thailand had to import coffee in order to secure its domestic market. Market potential in
the world market was thus the problem of Thai Arabica coffee industry.

The study on the proportion of domestic Arabica coffee production to its domestic
consumption showed that such average ration during 2007 to 2014 was 1.10. Only in the year 2007
and 2009 the computed ratio was lower than 1.00. These findings imply that the domestic
consumption of Arabica coffee was greater than its production. On the other hand, it can be stated
that the domestic market for Arabica coffee had high potential to absorb its production. Looking into
more detail, the annual proportions of domestic consumption to its production has an increasing
trend. This means the domestic consumption of Arabica coffee has been expanding more rapidly

than its production. It demonstrated the high potential for domestic market of Arabica coffee. When



market situation of brewed/roasted Arabica coffee was taken into account, it can be strongly
concluded that “Thai Arabica coffee had its potential in the domestic market. Its market potential has

been obviously increasing since 2010.”

3) The study on market potential of Thai Arabica coffee of the Royal Project

The study on market potential of Thai Arabica coffee of the Royal Project revealed that
during 2008 — 2014 the Royal Project could distribute Arabica coffee with the growth of 11 percent per
annum. When types of coffee was taken into account, the distribution of roasted coffee had a steadily
increasing trend. In contrast, the green and parchment coffee had high fluctuated trend in the distribution
value. It was also found that the price of parchment coffee was set at lugh level due to its high quality.
However, the buyers was looking for coffee with lower price rather than the quality. This phenomenon
was the same as the export market where the price of Thai coffee was higher than the price reported by
the International Coffee Organization. Despise, it was found that there were some traders imported coffee
from Laos, Myanmar, and Vietham which had low price and resold in the domestic market. Such practice
led to fluctuation in the distribution value of Arabica coffee of the Royal Project.

Results from analysis of distribution trend of Arabica coffee of the Royal Project using
linear regression showed that majority of coffee sold by the Royal Project was the green coffee and
roasted coffee. The distribution of green bean was very small and trend to decline overtime. This is
because the Royal project has no policy to sell green coffee bean. Therefore, variations of coffee
distribution value of the Royal project was highly depending on the parchiment coffee. The result
from the analysis showed the trend of overall value of Arabica coffee sold by the Royal Project was
considerably constant and being the same as its parchment coffee. Its roasted coffee sold had
obviously and statistically increasing trend. This implies that “the Royal Project has high market

value and well market potential in distributing roasted coffee.”

Research Objectives No.d4: To propose recommendations and guidelines in order to enhance
Arabica coffee production and marketing potentials in the Royal Project area
4.1 Proposed recommendations and guidelines in order to enhance Arabica coffee production
potentials in the Royal Project area
To enhance the strengthening of Arabica coffee production potentials in the Highland Arca,
this research give some appropriate recommendations, guidelines and approaches that the Royal
Project should be focus on promoting the Arabica coffee production in 9 centers / stations that have

high production potentials with the chance/opportunity to expand their production area and should be



considered several approaches of enhancing the Arabica coffee production efficiency as following
aspects;

1) The geographical conditions of Arabica coffee planted area

2) Arabica coffee seed/variety and their growth rate

3) Management of cropping and cultivating systems

4) Harvesting, quality control and quality inspection

5) Product development, manufacturing industry and farm investment

6) Farmer's market

7) Enhancing marketing management of the Royal Project Development Centers/Stations

8) Farmer's knowledge and their ability in producing and processing

9) Knowledge and technology transfer to strengthening farmer group and their community

10) Arabica coffee academic development and Research and Development continuously, and

11) The policy of the Royal Project to address the Arabica coffee issue and problem and Arabica

coffee production and marketing development.
4.2 Proposed recommendations and guidelines in order to enhance Arabica coffee marketing
potentials in the Royal Project area
In order to derive/formulate marketing strategies, the study conducted SWOT analysis and

constructed TOWS matrix for the distribution of Arabica coffee of the Royal Project. As a result, the
study suggested the Royal Project to launch the following marketing strategies: Instead, the Royal
Project should develop, distribute and do branding of roasted coffee such as the Royal project coffee
specialty. An interesting and challenging marketing strategies for the Royal Project should be the
development of its owned retail coffee stores and franchising such as the Roval project coffee shop
and development of green bean coffee according to agricultural product standards. In addition, to
increase the marketing efficiency and staff efficiency, the Royal Project should be develop personnel

who responsible for the coffee marketing.
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Title Strengthening the Arabica Coffee Production and Marketing Potentials in the Highland
Area
Researcher Professor Emeritus Dr. Pongsak Angkasith1

Associate Professor Dr. Suraphol Sreshthaputra2

Assistant Professor Dr. Kamol Ngsmlsr,-msul«:2

Phraewarin Mahawan3
Abstract

This research, “Strengthening the Arabica Coffee Production and Marketing Potentials in the
Highland Area” intended to; 1) investigate the production and marketing potentials of Arabica coffee in
the Royal Project area 2) identify and analyze Arabica Coffee production potentials in the Royal Project
area 3) to study and analyze the Arabica Coffee market potentials in the Royal Project area ; and 4) to
propose recommendations and guidelines in order to enhance Arabica coffee production and marketing
potentials in the Royal Project area. Which conducts research in the 15 Centers / Stations of the Arabica
coffee promoting area of the Royal Project between January and September 2015.

The sample used in this study were 333 Arabica coffee farmers in the 15 Royal Project
development centers/research stations. Of the 1,984 population of Arabica Coffee farmers were randomly
selected based on the .05 level of statistical significance. The samples size were calculated by proportion
allocation technique in each of the Royal Project development centers / research stations.

Rescarch instruments used in collect the data were interview schedule, focus group discussion
and questionnaire. Data were analyzed by percentage, average, maximum-minimum values, standard
deviation. Five Likert Scales was used to evaluate and analyze Arabica coffee production potentials with
the Radar diagram. Meanwhile, Reveal comparative advantage (RCA), simple regression analysis and
SWOT Analysis/ TOWS Matrix were used to evaluate and analyze Arabica coffee marketing potentials.
In addition, the study derived appropriate recommendations, guidelines and marketing strategies for the
development/improvement of Arabica coffee production and marketing potentials of the Royal Project
Keywords: Strengthening the Arabica Coffee Production and Marketing Potentials, Highland

Area,

Royal Project

Professor Emeritus, Department of Highland Agriculture and Natural Resources, Faculty of
_ Agriculture, Chiang Mai University
" Associate Professor, Assistant Professor, Department of Agricultural Economy and Development,
: Faculty of Agriculture, Chiang Mai University
" Development Division, Royal Project Foundation



Five Likert Scales was used to evaluate the Arabica coffee production potentials in the 15 Royal
Project areas. Results from the analysis could divide Arabica coffee growers into 3 groups according to the
total average mean scores; 1) Centers / Stations that have highest production potentials level was 1 area; Teen
Tok Royal Project Development Center 2) Centers / Stations that have high production potentials level area
totally 11 areas; (1) Pa Meang Royal Project Development Center (2) Huay Num Khun Royal Project
Development Center (3) Ang khang Royal Agricultural Research Station; (4) Inthanon Royal Agricultural
Research Station (5) Mae La Noi Royal Project Development Center (6) Huay Phong Royal Project
Development Center (7) Mon Ngao Royal Project Development Center (8) Pang Oung Royal Project
Development Center (9) Huay Som Por Royal Project Development Center (10) Nong Hoi Royal Project
Development Center, and (11) Khun Wang Royal Project Development Center; respectively; 3) Centers /
Stations that have moderate production potentials level with the total of 3 areas, (1) Mae Paee Royal Project
Development Center (2) Kae Noi Royal Project Development Center (3) Wat Chan Royal Project
Development Center, respectively.

To enhance and strengthen Arabica coffee production potentials in the Highland Arca, this
research give some appropriate recommendations, guidelines and approaches that the Royal Project
should focus on promoting the Arabica coffee production in 9 centers / stations that have high production
potentials with the chance/opportunity to expand their production area and should consider several
approaches of enhancing the Arabica coffee production efficiency including improving geographical
conditions of Arabica coffee planted area, Arabica coffee seed/variety and their growth rate; management of
cropping, cultivating and harvesting system; quality control and inspection; product development; promoting
industrial production and farm investment; enhancing farmer's marketing skill/ability and marketing
management of the Royal Project Development Centers/Stations, improving farmer's knowledge and their
ability in producing and processing Arabica coffee, knowledge and technology transfer to strengthening
farmer groups and their communities; continuously promoting research and development of Arabica coffee;
adjusting Arabica coffee policy of the Royal Project to address important issues and problems related to
production and marketing development of the Royal Project development centers/research stations.

The study on marketing competitive of Thai Arabica coffee in the world market indicated that
Thailand have less marketing competitive in the world coffee market. This was predominantly due to Thai
coffee production, especially Arabica coffee production was aimed to support domestic consumption. For
market potential of Thai Arabica coffee in domestic market, it can be strongly concluded that Thai
Arabica coffee had its potential in the domestic market. Its market potential has been obviously increasing
since 2010. Lastly, the Royal Project has high market value and well market potential in distributing

roasted coffee.



