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EXECUTIVE SUMMARY

The rubber sector strategy holds significant promise
in terms of contributing to the export performance of
Myanmar, while also driving improvements across the
sector export value chain. Although the sector’s contri-
bution to national gross domestic product is rather lim-
ited (less than 1%), the development of the sector —and
more particularly of its industry— could have a high so-
cioeconomic impact and become a driver of job creation.
It is estimated that the sector currently employs between
350,000 and 400,000 workers, mainly in the plantation or
upstream sector linked to planting and production of raw
natural rubber.

In general, the rubber products sector remains relatively
small in terms of its exported value (US$215 million'), be-
ing only the ninth largest export product in Myanmar in
2012, far behind mineral fuels, the top exported product,
with an exported value of US$3.5 billion that same year.

As the industry related to manufacturing of rubber prod-
ucts is still emerging, Myanmar mainly exports natural
rubber, while value added manufactured rubber prod-
ucts are imported, mostly from China and Thailand. As a
result, and partly due to the recent drop in natural rubber
prices, the rubber products sector as a whole reported
a trade balance deficit of US$5 million in 2012 after two
successive years of surplus. To date, 90% of the rubber
products exported consist of raw natural rubber, namely
Ribbed Smoked Sheets (RSS) and Technically Specified
Rubber (TSR).

Based on Ministry of Agriculture and Irrigation (MoAl)
estimates, the production of natural rubber has more
than tripled over the past decade, reaching a volume of
150,000 tons in 2011-2012, driven mainly by the open-
ing up of the economy in 2008 and the rapid expansion
of the total tapped area, which exceeded 490,000 acres

1. ITC calculations based on United Nations Comtrade statistics.

(approximately 200,000 hectares)? in 2011-2012 com-
pared with 267,000 acres in 2005-2006.

The rubber products sector’s key supply-side con-
straints are:

Low productivity of the sector, mainly caused by the
inferior quality of planting materials and inputs, the
planting of low-yield cultivars, and the low adoption of
improved harvesting technology;

Low quality, reducing value and affecting the ability to
diversify into new export markets;

Inadequate electricity supply, low levels of foreign di-
rect investment (FDI), outdated technologies and an
unskilled workforce, which are constraining the devel-
opment of higher added value activities;

Low capacity and skills set, which is adversely affect-
ing the productivity and sustainability of the sector;
Fragmented and small-sized agricultural holdings lead
to low and unpredictable yields.

The rubber products sector’s key business environment
constraints include:

Lack of regulation and law governing the rubber prod-
ucts sector;

Lack of international accreditation for rubber testing
laboratories in Myanmar results in reduced target mar-
ket confidence for domestic exports;

The need for a specialized rubber research institute to
best answer sector needs;

Limited access to capital, which is a significant barrier
to entry for enterprises in the sector;

Inefficiency of the trade support institutions (TSIs) in
the rubber products sector, which leads to poor link-
ages and coordination between the various stakehold-
ers and prevents them from accessing key market
information.

Looking at trends in world trade for natural rubber, it is im-
portant to highlight the fact that despite reported growth

2. The total planted area represented 1.4 million acres in 2012-2013.



of 21% during the period 2008-2012, the world’s imports
of natural rubber are now facing a severe downturn with
world demand decreasing by 29% in value in 2011-2012.
Affected by this contraction in the world market, natural
rubber export prices dropped from around US$5,500 per
ton in 2011 to US$3,000 in the first quarter of 2013.

Myanmar is a small player in the global rubber market,
ranking thirteenth in world exports with a global share of
0.76% in 2012. However, sector exports have exhibited
impressive growth in recent years, albeit starting from a
low base.

Myanmar’s export growth between 2008 and 2012 out-
performed world market trends: Myanmar natural rub-
ber exports have grown at a rate of 32%, compared with
global import growth of 20% over the same period. The
country is continuously increasing its world market share
for natural rubber (+10% in 2012), thereby slowly catching
up with the leading natural rubber exporters in the region.

Natural rubber exports in Myanmar totalled US$195.6
million in value in 2012 (57,775 tons of natural rubber
were exported that year compared with 51,506 tons in

2011%). However, affected by the sharp drop in the price
of natural rubber, revenues generated from these export-
ed volumes declined by 10% (from US$223.2 million in
2011 to US$195.6 million in 2012). The main exported
products are RSS and TSR, sold almost exclusively to
the neighbouring Chinese and Malaysian markets, these
two countries accounting for 61% and 32% respectively
of the natural rubber exported by Myanmar.

Despite its recent dynamism, the export performance of
the rubber products sector has been hampered by a wide
range of issues such as the low quality of the country’s
natural rubber, the low productivity of the sector, the lack
of quality control on production inputs, and the use of
unskilled labour. The trade information available to the
sector suffers from poor content and accessibility chal-
lenges, and finally, poor sector organization is hindering
export promotion and branding efforts. Fragmented and
small-sized agricultural holdings also lead to low and un-
predictable yields.

3. ITC calculations. It is to be noted that local authorities reported a
total amount of US$265.3 million worth of natural rubber exported
that same year for a total volume of 86,881 tons. The difference
between these figures can be partly attributed to China underreporting
its imports because of its 37% tax on imported rubber (aimed at
protecting national rubber plantations). As demand is strong, however,
the country is importing rubber from Myanmar illegally and reporting it
as its own.



In order to realize the export potential and increase the
export competitiveness of the Myanmar rubber products
sector, the following vision has been adopted:

To foster innovation and sustainable growth in national

and global rubber value chains.

To achieve this vision, the strategy will reduce the binding
constraints on trade competitiveness and capitalize on
strategic options identified for the Myanmar rubber prod-
ucts sector. The strategic orientations aim at developing
key markets in the short and medium terms for Myanmar
exporters, and facilitating structural changes in the value
chain to increase its efficiency and value generation.

The sector strategy vision will be achieved through the
implementation of the Plan of Action (PoA) for the sec-
tor. This PoA revolves around the following five strategic
objectives, each spelling out specific sets of activities in-
tended to address both challenges and opportunities fac-
ing the rubber products sector in Myanmar.

Create an environment for attracting investment and
finance into the rubber products sector.

Establish the regulatory framework and national quality
infrastructure for a sustainable and competitive sector
along the value chain.

Promote Myanmar’s natural rubber and related rubber
products industry internationally.

Strengthen skills, technologies and human resources
to create value addition, higher productivity and quality
in Myanmar'’s rubber products sector.

Facilitate the availability of land resources and physical
infrastructure in the rubber products sector.

The short-term market development of the rubber prod-
ucts sector will focus on existing products in target ‘tra-
ditional’ or ‘old’ destinations such as China, Malaysia,
Singapore, India and the Republic of Korea. The next step
will be to develop these existing products to ‘new’ markets
with high growth potential such as the European Union
(EU) (Germany, France, Italy and the United Kingdom
of Great Britain and Northern Ireland), the United States

of America and Japan. In the medium term, the strate-
gy will enable exporters to expand their existing prod-
ucts’ export reach through the supply of new products,
initially to old target markets and then targeting new,
developed markets.

To achieve efficiency gains in the rubber products sector,
the key structural changes to the value chain will include
the following: upgrade planting materials, production in-
puts and cultivars; develop technical competencies of the
rubber products sector towards improved quality rubber
products and value added rubber market segments; im-
prove the capacity of the rubber products sector to com-
ply with international standards; and improve inclusion
of a skilled workforce throughout the sector value chain.

The key targets of the strategy as defined by sector ex-
porters are to:

Increase the share of processed rubber in total rubber
exports by 10% per annum;

Increase exports to non-traditional regional markets
by moving into downstream activities and improving
marketing of Myanmar products;

Increase exports to developed markets (EU, United
States and Japan in particular);

Use existing free trade arrangements as a platform to
benefit from preferential margins and easier market
access, such as through the Association of South-East
Asian Nations (ASEAN)-Korea and ASEAN-Australia—
New Zealand Free Trade Agreements.



The achievement of these ambitious targets will require
continuous and coordinated efforts from all relevant pri-
vate and public stakeholders, as well as support from
key financial and technical partners, donors and inves-
tors. Several institutions are designated to play a leading
role in the implementation of the sector PoOA and bear
the overall responsibility for successful execution of the
strategy. They will be assisted by a range of support in-
stitutions that are active in the rubber products sector.

Box 1: Methodological note

Each institution mandated to support the export devel-
opment of the rubber products sector is clearly identi-
fied in the strategy PoA. Moreover, the Myanmar Trade
Development Committee (MTDC) and its Executive
Secretariat will play a coordinating and monitoring role in
the implementation of the rubber products strategy in the
overall framework of the NES. In particular, the MTDC is
tasked with coordinating the implementation of activities
in order to optimize the allocation of both resources and
efforts across the wide spectrum of stakeholders.

The approach used by ITC in the strategy design process relies on a number of analytical elements
such as value chain analysis, trade support network analysis, problem tree and strategic options
selection, all of which form major building blocks of this sector export strategy document.

Value chain analysis: A comprehensive analysis of the sector’s value chain is an integral part of the
strategy development process. This analysis results in the identification of all players, processes and
linkages within the sector. The process served as the basis for analysing the current performance of
the value chain and for deliberating on options for the future development of the sector.

Trade support network analysis: The trade support network comprises the support services
available to the primary value chain players discussed above. It is constituted of policy institutions,
trade support organizations, business services providers and civil society. An analysis of the quality of
service delivery and constraints affecting the constituent TSIs is an important input to highlight gaps
in service delivery relative to specific sector needs. A second analysis of TSls assessed their level of
influence (i.e. their ability to influence public policy and other development drivers in the country and
therefore make things happen or change) and their level of capacity to respond to the sector’s needs.

Problem tree analysis: The problem tree analysis used is based on the principles of root causes
analysis. The problem tree provides a deeper understanding of what is causing the sector’s
constraints and where solution-seeking activities should be directed. As a critical step in the analytical
phase of the sector’s performance, the problem tree guides the design of realistic activities in the

strategy’s PoA.

Strategic orientations: The strategic options for the development of the sector are reflected in the
future value chain, which is the result of consultations, surveys and analysis conducted as part of the
sector strategy design process. The future perspective has two components:

A market-related component involving identification of key markets in the short and medium- to-

long terms for Myanmar exporters; and

Structural changes to the value chain that result in either strengthening of linkages or introduction of

new linkages.

Realistic and measurable plans of actions: The definition of recommendations and strategic
directions for the development of the sector is essential to guide its development, but is not enough.
It is important to clearly define the actions to be implemented to stimulate growth. The development
of a detailed action plan, defining which activities need to be undertaken by sector stakeholders, is
necessary to the effective implementation of the strategy. An action plan, developed with the support
of ITC, includes performance indicators to ensure effective monitoring and evaluation of the strategy’s

implementation.



INTRODUCTION

The analysis and strategy presented in this document
for rubber products forms an integral part of the NES of
Myanmar. The sector contributes in a significant manner
to employment, rural development and, more recently,
export earnings. The level of value addition of the sector
in Myanmar remains extremely low, although some limited
production in downstream activities has begun to take off.
The export development of the sector has mainly been
oriented towards export to China for further transformation
in manufacturing. The sector’s future export prospects
are quite positive despite a variety of existing challenges,
ranging from the policy environment to the supply of in-
puts, technology and skills.

This document presents the expectations of the private
and public sectors for the improvement of the rubber
products sector in Myanmar. Without concerted efforts to
address critical issues and identified market development
opportunities, the sector’s potential will remain untapped.
The five-year PoA of the strategy proposes realistic and
achievable activities that will support the rubber products
sector’s growth as a leading export sector, creating down-
stream Myanmar rubber products capable of meeting
growing global standards and demand.

Hevea brasiliensis rubber was reportedly introduced
into Myanmar in 1876, with commercial planting start-
ing in 1909 and reaching 140,000 acres of planted ar-
eas by 1960. With the support of a Food and Agriculture
Organization of the United Nations (FAQ) project in the
late 1950s and 1960s, a total of 30,440 acres were planted
with new cultivars. The area of plantations then reached
a peak of 220,000 acres in 1969. With the change of po-
litical situation in 1962, many rubber estates owned by
both local citizens and foreigners were nationalized in the
years 1964 to 1973. Thereafter, due to the loss of interest
by private sector planters, who owned about 80% of the
area, rubber areas declined to 190,000 acres in the 1980s.

From 1963 to 1988, the Government controlled the local
rubber planting industry though a series of measures,
such as:

Direct ownership of production from Government
estates;

Procurement of rubber as the sole legal buyer;
Marketing of rubber both for export and for domestic
consumption;

Distribution of the limited supplies of inputs;

The provision of occasional advice to rubber planters.

The Government has given rubber the status of a prior-
ity crop in national development plans since 1979. The
Government sought assistance from international or-
ganizations to replant rubber plantations with high-yield-
ing cultivars and to modernize the deteriorating rubber
products industry. This resulted in a two-phase Rubber
Rehabilitation Project, implemented with credits from the
International Development Association, from 1979-1980
to 1984-1985* (Phase I) and from 1984-1985 to 1992-1993
(Phase ).

The United Nations Development Programme (UNDP)
supported the project in the form of technical assistance,
with UNDP providing the grant fund and FAO acting as
executing agency of the project. The projects were imple-
mented from 1979 to 1982 and from 1984 to 1987, and
provided consultancy inputs, staff training and some
equipment. UNDP and FAO continued to provide assis-
tance to the plantation crops industry through the Applied
Research Centre for Perennial Crops (ARCPC) project,
which was implemented from 1991 to 1994 with a grant
of US$1,090,000. This project assisted in establishing a
research centre, improving infrastructure, training staff to
acquire the technical and managerial capabilities needed
to undertake applied research, and providing extension
support to the private sector.

4. The two phases of the project successfully planted a total of 4,500
acres and 11,153 acres respectively. However, the project was limited
to government-owned plantations, excluding the private sector which
constituted the majority of the industry.



The Development Centre for Rubber Technology was
established with the assistance of the United Nations
Industrial Development Organization in 1987, with the
objective of providing assistance to rubber product
manufacturers in respect of technologies, formulation
and training.

A political change took place in late 1988, at which time
all foreign aid and International Development Association
credits were suspended. The UNDP/FAO-assisted
ARCPC project was the last project in the rubber products
sector which was implemented with external assistance.
The political change in 1988 brought about changes in
the country’s economic policy with the adoption of a mar-
ket-oriented policy. Rubber could be planted, produced

and marketed without any restriction. Government con-
trols and quota purchases of the crops produced were
abolished and vast land areas were allocated to private
entrepreneurs, farmers and planters.

Exports of rubber could also be freely undertaken by the
private sector but only for a limited two-year period, after
which exports were allowed only after fulfilling the obliga-
tory sale of 45% to the Government at a designated price.
The remaining balance (55%) could be exported at the
Government’s approved price. This system was abolished
in 2004 with the total liberalization of the sector. As a result
of the adoption of the market-oriented economic policy,
along with the encouragement of investment by the pri-
vate sector, rubber areas increased dramatically.



WHERE WE ARE NOW

Natural rubber is an important export sector in Myanmar.
The production of natural rubber has more than tripled
over the past decade, reaching a volume of 150,000 tons
in 2011-2012 (compared with world production of 11.4 mil-
lion tons in 2011, see Figure 1).°

Of the three main types of natural rubber traded in the
international market, namely RSS, TSR and latex concen-
trate, Myanmar produces only the first two types, i.e. RSS
and TSR, and does not produce any synthetic rubber.

Looking at production structures, it appears that small-
holders with less than 20 acres of planting constitute 90%

5. According to the International Rubber Study Group.

World rubber production 2000-2012

of the total number of producers. Entrepreneurs work-
ing on rubber plantations larger than 100 acres in size
account for only 1%?¢ of total producers. The majority
of smallholders produce unsmoked sheets, which are
supplied to smokehouse processors to produce RSS.
There are many factories owned by private planters and
companies that process RSS. After processing, the RSS
are graded according to the international standard (see
Production section below). A smaller quantity of pro-
cessed rubber consists of TSR. There are two state-run
factories and about 10 private factories that process TSR.

6.Thein, San (2012). Industrial Readjustment in Myanmar: Agro-
industrial Preparedness for Integration with the AEC. In Industrial
Readjustment in the Mekong River Basin Countries: Toward the AEC,
Yasushi Ueki and Teetana Bhongmakapat, eds. BRC Research Report
No. 7, Bangkok, Thailand: Bangkok Research Center, IDE-JETRO.
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Figure 2: Rubber exports (2005-2006 to 2012-2013)
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Source: National reported statistics.

Figure 3: Revealed comparative advantage and normalized revealed comparative advantage for Myanmar exports,

2002-2004 to 2010-2012
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Traditionally, rubber in Myanmar is planted mainly in Mon
State and Tanintharyi Division, and also moderately in
the Bago Division, Yangon Division and Kayin State. Due
to expansion in non-traditional areas over the past two

decades, there are some rubber plantation areas emerg-
ing in Kachin State, Shan State and Rakhine State.”

7. Hla Myint. (2008). Development of rubber planting industry in
Myanmar: review and major constraints. Paper presented at IRRDB
International Natural Rubber Conference, 13-15 October, Kuala
Lumpur, Malaysia.



In 2012, export volume was 86,000 tons (valued at
US$265 million). Natural rubber exports are highly con-
centrated, with 90% of trade conducted with neighbouring
China and Malaysia, these two countries accounted for
76% and 14% of Myanmar’s exports respectively. As the
industry related to downstream activities —namely man-
ufacturing of rubber products— has barely developed,
Myanmar’s natural rubber is mainly destined for the export
market. Meanwhile, value added manufactured rubber
products are imported, mainly from China and Thailand.
As a result, and partly due to the recent drop in natural
rubber prices, the rubber products sector as a whole re-
ported a trade balance deficit of US$5.4 million in 2012
after two successive years of surplus.

The sector is facing fierce regional competition as
Thailand, Indonesia and, to a lesser extent, Malaysia and
Viet Nam, are the leading global exporters of natural rub-
ber. Those four ASEAN countries represent 85% of the
world’s exports of natural rubber. While Myanmar does
not yet compete with these traditional and long-estab-
lished rubber exporters (Myanmar’s world market share
was 0.76% in 2012), its continued rise does indicate a
strong potential for growth with the view to becoming a
key economic actor in the sector. The revealed compara-
tive advantage, however, indicates that even if the sector
benefited from a significant gain in competitiveness over
the last decade —mainly associated with the opening up
of the country’s trade policy— the overall competitiveness
of the sector remains low compared with other priority
sectors in the country, and there is still a long way to go
to play a major role in the natural rubber products sector
internationally.

The highest levels of employment in the sector are con-
centrated in planting and immature maintenance areas,
and tapping or harvesting areas. The development of the
sector could have a high socioeconomic impact since the
sector can be a driver of job creation. Based on the cur-
rent 0.9 million acres of planted immature maintenance
areas and 0.5 million acres of tapped areas in 2012-2013,
the contribution of the sector to employment was esti-
mated to be in the range 350,000 to 400,000 jobs in 2012
(1.4% of total employment), according to the MRPPA.8
The development of the rubber products industry could
also significantly boost job creation and generate indirect
employment alongside the value chain.

Regarding the regulatory environment in Myanmair, it is
to be noted that labour laws are in application for manu-
facturing (industry) operations only. Rubber planters are
considered to be farmers, so that they avoid any labour
laws and regulations and are solely responsible for the

8. Based on statistics from MoAl and MoC.

welfare of their workers. There are therefore no apparent
unions in the rubber products sector in Myanmar. The
social and environmental conditions surrounding rubber
production (including labour rights, workers’ use of pro-
tective gear, implementation of effective waste disposal
methods, use of chemicals, etc.) must be managed in
order to strengthen the sector’s development potential.

The sector employs women primarily in the business of
tapping. Wages in general are low in rubber planting and
tapping, while working conditions are difficult. As ex-
plained above, there is currently no policy aiming to im-
prove the working conditions of male and female workers
in this sector.

The production of natural rubber has more than tripled
over the past decade, reaching a volume of 150,000 tons
in 2011-2012, with a total tapped area of rubber planta-
tions of 490,000 acres (approximately 200,000 hectares).®
Since 2005, and more particularly after the opening up of
the economy in 2008, the rapid expansion of cultivated
areas raised the level of rubber production at an aver-
age annual growth rate of 14% over the period 2005-
2013. This production is expected to rise further in the
future since the National Plan for Rubber Planting and
Production (2013-2014 to 2015-2016) anticipates a pro-
duction of 195,131 tons by the fiscal year 2015-2016 (see
Figure 4).

9. The total planted area was 1.4 million acres in 2012-2013.



Natural rubber production and yield in Myanmar, 2005-2006 to 2015-2016

250.000 800
_— - 700
200.000 —1
——/_/ - 600 =
©
- . g
[} . ~
S 150.000 ~ — %0 ¢
£ L
.g National Planfor| 400
S Rubber Planting 5
3 100.000 & Production | 300 g
2 (2013-2014 to -
2015-2016) .E
- 200
50.000 —
= Production - 100
—ield
0 0
© & > © O A o OINEPN SN B Y
Q& F e P > N @ Y :
& o A & SRS N o AN RN
Y
s

Source: National reported statistics.

The plan suggests that the increase in production is main-
ly obtained by expanding the planted area, as it does
not provide for a significant amelioration of the yields in
plantations. If the latter have constantly increased at a
moderate average annual growth rate of 3.8% since 2005
— from 530 pounds/acre (or 594 kg/ha) in 2005-2006 to
687 pounds/acre (or 770 kg/ha) in 2012-2013 — the pro-
ductivity of the sector remains very low compared with
other producing countries in the region (with average
yields ranging between 1,500 and 1,700 kg/ha). This situ-
ation can be explained by the use of inferior and outdated
plantings, the existence of overage and outdated culti-
vars in tapping areas, and the use of outdated harvesting
techniques, leading to high production costs for rubber.
A table presenting the data is presented in appendix 2.

As previously mentioned, Myanmar only produces two
types of natural rubber, namely RSS and TSR. In gen-
eral, the natural rubber produced is of very low quality,
with RSS No. 3 and No. 5 and TSR 20 and 50 being the
principal grades, which fetch low prices in international
markets.'® Appendix 3 presents the different types and
grades of RSS in more detail. Myanmar’s rubber produc-
tion is generally considered to be of low quality due to
impurities (rocks, sand, dust, etc.) contaminating produc-

10. (i) RSS is graded and marketed according to the international type
specification of RSS No. 1 to No. 5. (ii) TSR is graded according to
Myanmar’s own specification of Myanmar Standard Rubber 5, 10, 20
and 50 respectively, where 5 refers to the highest quality.

tion processes, reducing value and affecting the ability
to diversify into new export markets. Quality is also low
due to the lack of quality control systems and third-party
certifications as well as limited investments in training and
technology.

Rubber products can be divided into the following
main categories: rubber and rubber-based articles
(Harmonized System (HS) 40) and footwear, gaiters and
the like which include rubber parts (HS64). Most rubber
products produced in Myanmar fall under the first cate-
gory with natural rubber (HS 4001) being by far the main
subsector. Other products under this category include
synthetic rubber, compounded rubber, tubes and pipes of
rubber, and tyres. The footwear category is also of impor-
tance for domestic production as it comprises products
such as shoe soles and other articles of footwear. It is to
be noted that products resulting from the exploitation of
rubberwood could also be developed. The production of
other products such as mattresses, rubber rice rollers, or
headgear of rubber, among others, could also be consid-
ered but have not been included in Figure 5.
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Figure 5: Rubber products map
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VALUE CHAIN OPERATIONS

PRE-PRODUCTION AND INPUT
SOURCING

The first step in the value chain is pre-production, or the
cultivation of rubber trees (H. brasiliensis). At this stage,
land is prepared and rubber trees planted. These trees
must be allowed to grow for about seven years before
they become viable for harvesting rubber. Once the trees
have reached the appropriate level of maturity they will
be tapped.

The main production inputs include fertilizers, herbicides,
planting materials and lands. Input supply is often of low
quality and expensive as there is a heavy reliance on im-
ports for most inputs. It is here that the necessary financial
and agricultural inputs are acquired by producers. The
key actors at this stage are rubber planters and producers
who commission their services. A number of service pro-
viders including financial institutions, agronomists, land
workers, equipment and machinery operators, and input
providers are essential at this stage.

PRODUCTION /TAPPING

The tapping stage includes fertilization, treatment against
fungi, and the actual tapping operation or harvesting of
crops. It also involves the acquisition of equipment and
the use of skilled workers. Production is mainly performed
by individual farmers who are, most of the time, owners
of the rubber land in smallholdings. The latex is then col-
lected and sent for processing into unsmoked sheets or
RSS rubber.

DISTRIBUTION

Collectors and traders of raw materials are the link be-
tween planters/producers and processing factories. A
number of levels of collectors and traders exist along the
value chain. Their main role is financing producers and
other collectors down the chain and providing transport.

PROCESSING

Freshly tapped latex can be made into various rubber
categories by different processing methods. Rubber pro-
cessing in Myanmar is mainly in the form of TSR and RSS.
Traditionally, natural rubber has been made into sheets
and has also been traded as crepes. RSS production
from latex occurs in either factory-scale facilities (on es-
tates and larger smallholdings) or in micro field units (in-
dividual smallholdings). Despite its variability in scale, it
always includes the following operations: blending, co-
agulation, milling, drying and finishing. There is not really
enough information available to identify the capacities of
individual processing factories though.

The main production inputs to process rubber include
utensils such as coagulation tanks, mesh and trolleys,
clean water, chemicals, smokehouses and sheeting roll-
ers (for RSS), process machinery and dryers (for TSR),
energy, and packaging materials such as weighing ma-
chines and press boxes.

Processing involves transporting of goods. At this stage,
production is mainly handled by local collectors of raw
materials and processing factories. External support is
provided by transport companies, packaging suppliers
and testing laboratories for TSR (foreign).




(cc) Sean Beesley. Latex sample in cups at RSS factory

Myanmar supplies its natural rubber mainly to overseas
industries in China and Malaysia, local industries playing
only a minor role in the value chain. Of these local rubber
products manufacturers, the general rubber goods in-
dustry (producing automotive parts, rubber bands, etc.)
and traditional rubber sandals industry are the most de-
veloped. Myanmar has a total of four tyre factories, two
state-owned under the Ministry of Industry (Mol), one in
the private sector (Yangon Tyre Factory) and a recent-
ly commissioned (2013) one owned by the Myanmar
Economic Corporation, a conglomerate which is oper-
ated by Myanmar’s military. For domestic transformation,
produce is channelled to local rubber industries either
directly from processing factories or through a purchase
depot. The transformation of natural rubber in Myanmar
is costly as it relies heavily on imports for most inputs re-
quired, including chemicals, production machinery, test-
ing equipment and synthetic rubber, among others.

The final rubber products end up either in the local retall
market or in export markets. The vast majority of Myanmar
rubber exports, however, consist in processed natural
rubber (RSS and TSR), to be transformed in export mar-
kets. Rubber buyers and traders buy raw rubber from
planters/producers and sell it to consumers/exporters.
Various service providers such as wholesale commis-
sioners, retailers, agents/distributors and storage/trans-
portation providers are relied upon at this stage. Brokers
also play an important role as they put together sourcing
needs from all over the world. Global rubber products
manufacturers deal through brokers rather than directly
with local processors. MRPPA also arranges seller—buyer
matching between local exporters and foreign buyers.

Myanmar’s current value chain is presented in Figures
6and 7.
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Box 2: Prohibitive taxation imposed on rubber exporters in Myanmar

Rubber products exporters have to bear the significant cost of several cumulative taxes in
Myanmar. Firstly, the Ministry of Finance and Revenue levies an advance 2% tax for exporters, the
‘income tax in advance’; income that is then taxed according to the rate of income. Secondly, a
corporate tax of 25% is imposed on companies. Finally, rubber is the only agricultural commodity
subjected to 5% commercial tax, compared with all other agricultural products which are free from
commercial tax. In the end every transaction is taxed three times.

Other charges also have to be borne by exporters, such as the online licence fees for membership
to MRPPA for each ton exported (the range is between 100 and 1,000 kyats). On top of these
compulsory taxes, informal bribes often have to be paid to export commodities.

Informal fees: 10,000 kyats for the licence (irrespective of size of shipment).

Net FDI outside of the sector of gas has remained very
low, with a small exception for the garment and textile sec-
tor. Both FDI and domestic investment are seen as essen-
tial to accompany the ambitions of the rubber products
sector in Myanmar, a sector that lacks adequate invest-
ment in capital, knowledge and new technologies. FDI is
non-existent in the rubber products sector in Myanmar.
Though there appears to be exploratory interest in the
sector, foreign partners are not yet willing to invest in the
sector, despite the absence of restrictions on FDI.

The main reasons for the historically low investment lev-
els are:

The existence of sanctions against Myanmar;

Low regulatory environment and inadequate Customs
system;

Inadequate provisions for investor protection (assets
cannot be used as collateral, for instance);
Prohibitive taxation for the repatriation of profits (see
Box 2);

Uncertain political and socioeconomic environment;
Unfair trade practices and lack of competition policies;
Restrictive trade licensing schemes;

Undeveloped financial intermediation;

Poor physical infrastructure and logistical services,
particularly for plantations located in remote areas;
Lack of technology and know-how;

Inadequate access to electricity, etc.

A number of these areas have been addressed or are in
the process of being addressed, and are expected to lead
to better domestic and foreign investment levels.

So far, FDI initiatives have been in the form of coopera-
tion —similar to a memorandum of understanding, which
describes an agreement between several parties— but no
technological transfer or direct investment have occurred

yet. Although joint ventures and strategic alliances are
currently being discussed between major local compa-
nies and economic operators from Malaysia and Thailand,
achievement in creating such partnerships is weak, even
between domestic enterprises. Factors of attraction ex-
ist, however, in the natural rubber products sector in
Myanmar, including:

Human resources: cheap workforce and low cost of
production;

Low land costs;

Abundant land resources and the existence of vast
areas of vacant lands suitable for rubber, mainly in
the states/divisions of Shan, Tanintharyi, Bago and
Rakhine;

Proximity of numerous plantations to industrial zones;
Great export potential;

Low level of competition locally;

Opening up of the economy and commitment to eco-
nomic reforms;

Absence of restrictions on FDI.

There is heavy reliance on imported inputs such as fer-
tilizers, chemicals and machinery, which are mainly im-
ported from China due to the weak domestic supply base
for these inputs. Fertilizers, herbicides and fungicides are
particularly important for planters to ensure satisfactory
yields and production of raw material. At the processing
level (RSS and TSR), imported production inputs mainly
consist of chemicals and machinery, and more complex
inputs —such as synthetic rubber, testing equipment, rub-
ber chemicals and machinery for working rubber— are
imported at the industry level.



Myanmar imports and exports for the rubber products sector, 2001-2012
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In theory, natural rubber production in Myanmar should be
sufficient for producing final rubber products for the do-
mestic market. In practice, however, the country exports
raw rubber and imports value added processed rubber
products for its domestic market.

Imports of value added processed rubber products have
been gradually increasing in recent years. After two con-
secutive years showing a positive trade balance, the rub-
ber products sector reported a deficit of US$5.4 million
in 2012" (Figure 8). In addition to the reliance on imports
for finished goods, the trade balance has been severely
impacted by the recent drop in natural rubber prices (the
subsector accounts for more than 90% of the sector’s
exports).

Apart from a few instances of imports from suppliers in
Singapore and India, with imported value of US$16.4 mil-
lion and US$13.8 million worth of rubber products re-
spectively, the majority of imports in Myanmar for rubber
and articles thereof (HS 40) are sourced from China and
Thailand, accounting for 44% and 32.7% of Myanmar’s
imports of rubber products respectively. Based on the

11. ITC —HS code 40- rubber and articles thereof, 2012.

list of products imported, it appears that ‘new pneumatic
tyres, of rubber’ (HS 4011) is by far the most imported
product, accounting for 70% of the sector’s imports in
2012 (US$155.8 million) (see table 1).
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Table 1: List of products at four-digit level imported by Myanmar in 2012 (mirror data) — detailed products in the category:

40, rubber and articles thereof
rted value 2012 Main suppliers
S$ millions)

Country Imported value (US$ millions)
4011 New pneumatic tyres, of rubber 155.8 China 76
Thailand 425
4013 Inner tubes of rubber 26.3 China 204
Thailand 3.4
4010 Conveyor or transmission belts 10.0 China 6
or belting of vulcanized rubber Thailand 3.3
4016 Articles of vulcanized rubber 9.0 China 4.2
other than hard rubber, n.e.s. Thailand 3
40 Rubber and articles thereof 220.8 China 97.2
Thailand 721

Source: ITC calculations based on United Nations Comtrade statistics.

GLOBAL PERSPECTIVE
WORLD RUBBER CONSUMPTION

According to the International Rubber Study Group, total
rubber consumption worldwide, irrespective of its type,
reached 26 million tons in March 2013 (see Figure 9). It
is to be noted that 80% of this consumption of rubber is
used for the automotive industry.'

12. According to the Centre for International Cooperation in Agricultural
Research for Development.

Figure 9: World rubber consumption 2000-2012

Decomposition of Export Growth
Rubber sector
MMR, HS2 2002-12
S- [ -
2.
=
E.
‘s
B 009 a.04
E- A1 01 L1072
I O\ Prods to Od Mits B ew Prods to Mew Mits
[ Fall OMd Prods to Oid Miis [ New Prods fo Old Mits
I~ T Fromia b | — Y ! P 0 = TR (O S Y e |

Source: International Rubber Study Group.




18

THE REPUBLIC OF THE UNION OF MYANMAR NATIONAL EXPORT STRATEGY

RUBBER PRODUCTS SECTOR STRATEGY 2015-2019

Table 2: Leading global importers of natural rubber, balata, gutta-percha, etc. (HS code 4001)

Annual growth Share Average tariff
: in value inworld | (estimated) applied by
(%) | 2011-2012 (%) | imports (%) the country (%)
World 27 419 20

1 China 6811 24 -27 24.8 6.6

2 United States 3544 18 -29 12.9 0

3 Japan 2506 14 -36 9.1 0

4 Malaysia 2493 26 9 9.1 0

5 Republic of Korea 1378 20 -29 5 0

6 Germany 1272 25 -38 4.6 0

Source: ITC calculations based on United Nations Comtrade statistics.

GLOBAL IMPORT TRENDS
FOR NATURAL RUBBER

The global market size for rubber and articles of rub-
ber (HS 40) stood at US$216 billion in 2012, reflecting
an annual growth rate of 12% between 2008 and 2012.
Although China is the second largest importer of rubber
products with more than US$ 20 billion worth imported in
2012, Western markets are the main importing markets for
these products, led by the United States (accounting for
13.9% of world imports) and Germany (7.8%).

Taking a closer look at global markets for natural rub-
ber, China exhibited a strong growth rate of 24% between
2008 and 2012, in line with the global growth average
during the same time (20%). As indicated in Table 2, the
country is the leading importer with more than US$6.8
billion worth of natural rubber imported in 2012, followed
by the United States (US$3.5 billion) and Japan (US$2.5
billion). India’s demand is also booming, with an annual
growth in value of 47% between 2008 and 2012.

It is to be noted that China applies an estimated average
tariff of 6.6% on natural rubber imports (ITC). According
to the key stakeholders in the sector in Myanmar, the rate
of protection imposed by China would peak at 37% on
imported rubber, owing to a combination of tariffs and
domestic taxes.

Although world demand for natural rubber grew at an
average annual rate of 21% in value between 2008 and
2012, the sector has been facing a reduction in world de-
mand since 2011, with world imports decreasing by 29%
in value in 2011-2012. Coupled with the continuous ex-
pansion of the world’s natural rubber supply, this contrac-
tion in demand led to a drop in the natural rubber export
price. From around US$5,500 in 2011, the price of a ton
of natural rubber reached US$ 3,000 in the first quarter of
2013, as illustrated in Figure 10. A direct consequence of
the drop in prices is the fall in the value of world imports,
which fell by 29% in 2011-2012.

Figure 10: Natural rubber price (US$ per ton), 2011 to Q1 2013
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Source: Data taken from: International Rubber Study Group (2013). Rubber Statistical Bulletin, July-September.




Leading global exporters of natural rubber, balata, gutta-percha, etc. (HS code 4001)

World 25773 20 -31 100
1 Thailand 8 746 18 -34 33.9
2 Indonesia 7 865 20 -33 30.5
3 Malaysia 2 546 14 -4 9.9
4 Viet Nam 1953 40 1 7.6
5 Cote d'lvoire 927 23 -17 3.6

Source: ITC calculations based on United Nations Comtrade statistics.

Thailand and Indonesia are the leading global exporters
of natural rubber, followed by Malaysia and Viet Nam.
Together, Thailand and Indonesia command a 64% share
of world exports, with an annual growth rate of 18% and
20% in value between 2008 and 2012, respectively. Viet
Nam is catching up, with a growth rate of 40% in value
during this period (Table 3).

Box 3: The case of Viet Nam

With four ASEAN member states holding the highest rank-
ing positions, the ASEAN region takes on the lion’s share
of natural rubber exports, accounting for 84.8% of world
exports. In the region, Cambodia and the Lao People’s
Democratic Republic also aim to become major interna-
tional actors with annual growth for natural rubber exports
of 75% and 45% in value between 2008 and 2012, respec-
tively. With the exception of Viet Nam, leading exporters
of natural rubber reported a sharp decrease in annual
growth in value for the period 2011-2012, as a result of
a drop in natural rubber prices on international markets.

Viet Nam is one of the most dynamic exporters of natural rubber on the international scene, with

an annual growth in exports of 40% in 2012. Its share in world exports reached 7.6%, placing the
country as the fourth largest exporter after Thailand, Indonesia and Malaysia. The natural rubber
products sector has been booming in recent years, increasing its world market share by 16.7% in
2012, with natural rubber exports reaching US$1.9 billion in value that year.

Although China and Malaysia remain Viet Nam's main target markets for natural rubber exports,
accounting for 28.7% and 25.1% of the country’s total exports respectively, Viet Nam has actively
diversifyed into new markets, tapping into key Western international markets such as the United
States, the EU and Japan, thereby demonstrating the quality of its production. The country has
also developed —and is still developing— strong trade relations with India, a key market for natural
rubber exports, as Viet Nam can benefit from the country’s booming demand for this product (the
annual growth in value for natural rubber imports was 47% between 2008 and 2012). In 2012, the
share of Viet Nam in India’s imports was 19.3%.

Looking at the products exported, it appears that the bulk of the country’s rubber exports consist
of raw natural rubber, with the subsector accounting for 68% of sector exports in 2012 (compared
with 90% for Myanmar). It is also to be noted that while Myanmar is still producing mainly RSS,
Viet Nam predominantly produces TSR, the latter accounting for 72% of the natural rubber
exported by the country in 2012.

However, although significant progress has been made to diversify rubber products in the
country —as illustrated by the emergence of the tyre industry— the country has not yet managed
to develped higher value added products and still relies on imports to supply its domestic market.
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The broader sector of ‘rubber and articles thereof’ is
Myanmar’s ninth largest export product —accounting for
2.2% of the country’s exports in 2012— and remains rel-
atively small in terms of value exported (US$215.3 mil-
lion'), far behind mineral fuels, the top exported product
with an exported value of US$ 3.5 billion that same year.

The level of product diversification is extremely low, with
90% of the rubber products exports consisting of natural
rubber (HS code 4001). Exports in this subsector totalled
US$195.6 million in 2012, with 57,775 tons of natural rub-
ber exported that year (ITC)." The country is also export-
ing soles of rubber for footwear with an exported value of
US$109.8 million, mainly to Japan.

Driven by a strong 32% annual growth in value of natural
rubber exports between 2008 and 2012, thereby outper-
forming the 20% global import growth over the same time
period, Myanmar is continuously increasing its world mar-
ket share for natural rubber (+10% in 2012), thereby slowly
catching up with the leading natural rubber exporters in

13. ITC calculations based on United Nations Comtrade statistics.

14. Local authorities reported a total of US$265.3 million worth of
natural rubber exported that same year. The difference between

these figures can be partly attributed to China underreporting its
imports because of its 37% tax on imported rubber, which is aimed at
protecting national rubber plantations. As demand is strong, however,
the country is importing rubber from Myanmar illegally and reporting it
as its own.

the region. Nevertheless, despite Myanmar’s booming ex-
ports of natural rubber, the country remains a small player
in the global natural rubber market, ranking thirteenth in
world exports with a global share of 0.76% in 2012.

Looking more closely at Myanmar’s performance for the
natural rubber subsector, it appears that the country ex-
ports almost exclusively two types of products: namely
RSS (HS 400121) and technically specified natural rub-
ber (HS 400122), with exported values of US$115.8 mil-
lion and US$75.4 million in 2012, respectively. The quality
of these products is overall in low grades (RSS 3 and
Myanmar Standard Rubber 20) as reported in Table 4.
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Table 4: Myanmar natural rubber exports by product kind, 2012-2013

Myanmar Myanmar
RSS 1 RSS 2 RSS 3 RSS 5 Standard Standard
Rubber 5 Rubber 20
Tons 1128 0.23 55 641 2056 86 24188
US$ millions  3.33 0.83 170.25 612 0.3 72.48
Myanmar
Standard Crepe Rubber sheet  Rubber Cuttings Total
Rubber 50
Tons 2729 88 15 482 468 86 881
US$ millions  9.01 0.23 0.02 1.39 1.29 265.25

Source: National reported statistics.

Despite an increase in the volume exported (from 51,506
tons in 2011 to 57,775 tons in 2012), revenues gener-
ated from exports of natural rubber decreased in 2012
compared with 2011 (from US$223.2 million in 2011
to US$195.6 million in 2012), as a result of the price

depreciation of rubber in international markets.'® The fi-
nancial stability of the sector is therefore fragile as the
price of natural rubber continues to fall, mainly driven by
weakened Chinese demand.

15. ITC calculations based on United Nations Comtrade statistics.

Table 5: Major rubber products exported by Myanmar, 2008-2012

Myanmar exports (annual

World exports
(annual growth in
value, %, per annum)

(2008-2012)

growth in value, %, per
annum)

(2008-2012)

4001 Natural rubber, balata, etc. 32 20
Exported value in 2012 :
_ (US$ millions) Main target markets

400121 Natural rubber in smoked sheets 115.8 China (68.2)
Malaysia (47.2)

400122 Technically specified natural rubber 75.4 China (46.6)

Republic of Korea (14.2)

Malaysia (14.2)

640399 Footwear, outer soles of rubber/plastics uppers 79.0 Japan (70.6)

of leather, n.e.s.
640391 Footwear, outer soles of rubber 301 Japan (28.5)

Source: ITC calculations based on United Nations Comtrade statistics.

EXPORT DIVERSIFICATION
AND INTENSIFICATION

Sanctions have shaped Myanmar’s existing export struc-
tures and have led to a market orientation geared towards
neighbouring countries and lower value added products.
Isolation from global trade and finance systems has re-
sulted in limited investments, high import restrictions and
a weak trade facilitation framework.

As indicated in Figure 12, Myanmar’s exports are highly
dependent on the neighbouring Chinese and Malaysian
markets. These two countries accounted for 61% and 32%
respectively of the natural rubber exported by Myanmar.
This also indicates the high degree of concentration of
the country’s exports.
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Figure 12: Importing markets for natural rubber exported by Myanmar (2012)
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Source: ITC calculations based on United Nations Comtrade statistics.

Figure 13: Myanmar, decomposition of export growth, rubber products sector, 2002-2012
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Source: ITC calculations based on United Nations Comtrade SITC.




The decomposition of export growth indicates that
Myanmar’s exporters have been unable to diversify their
product base in new markets, and that growth is exclu-
sively driven by exported products being exported to
existing markets, with existing flows to current destina-
tions accounting for 99% of growth. Figure 13 shows the
decomposition.

With the reinstatement of trade preferences by the EU and
the easing of sanctions by the United States, Myanmar
can promote its trade to new markets. Diversifying into
higher income and growth markets will be a source of
economic growth that reduces vulnerability to possi-
ble shifts in market conditions among traditional trading
partners. At the moment, looking at the leading import-
ers of natural rubber, it appears that Myanmar is not yet
tapping into the following major markets: United States
(13% of world imports), Japan (9%), Germany (5%)
and India (4%).

Figure 14 indicates the probability that an export rela-
tionship survives one year, two years, up to 10 years. In
the rubber products sector in Myanmar, the probability
of export relationships surviving until the second year is
0.28 (on a 01 scale), and the probability of maintaining
a relationship for five years is 0.12. This probability falls to
0.03 after 10 years.

The share of imports of parts and components in the
sector has fluctuated over the past 10 years: Myanmar’s
share in global or regional supply chains has actually de-
clined, from 3% in 2002 to 2.5% in 2012. This indicates
that the assembly activity of the rubber products sec-
tor remains extremely low. The share of parts and com-
ponents in manufactured exports for Myanmar is nil or
almost nil in the rubber products sector (approximately
0.05% in 2012), indicating that the country is not integrat-
ed in the global supply chain.

Survivability of export relationships in the rubber products sector, Myanmar
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Share of imports and exports of parts and components, Myanmar rubber products sector, 2002-2012
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As described in the previous section, the export basket
for rubber products is poorly diversified —consisting al-
most exclusively of RSS and technically specified natural
rubber— and the export destinations remain fairly con-
centrated (China and Malaysia accounting for 90% of the
country’s exports). China, which is the world’s highest
importer of rubber products, purchases almost all types
and grades produced by Myanmar. Malaysia, which is
a large rubber producer and net exporter, is purchas-
ing Myanmar'’s inferior grades of rubber to process into
value added higher grades and for tyre production. The
Republic of Korea also purchases Myanmar’s rubber to
produce tyres, and seeks quality and regular supplies of
rubber from Myanmar.

The main issue for Myanmar’s rubber in the international
market is quality. Myanmar, with its inferior rubber quality
without any guarantee and certification system, needs to
build its image, and accordingly is not receiving prevail-
ing international market prices. As a result, and despite
the lifting of the ban imposed on Myanmar’s exports, ex-
porters have been unable to penetrate key Western inter-
national markets such as the United States, Japan or the
EU. Several issues remain unresolved to access these
markets, such as, among other things, the quality require-
ments necessary to penetrate the United States, EU and
Japanese markets.

Many factors can explain the major barriers to export de-
velopment. The four gears section of this document pro-
vides key information for understanding the challenges to
the export performance of the sector.

The TSIs providing important services to the sector can
be categorized according to the following support areas:

Policy support network
Trade services network
Business services network
Civil society network.

Tables 6 to 9 identify the main TSls whose service deliv-
ery affects the rubber products sector in Myanmar. An
assessment of the TSIs along four key dimensions —co-
ordination, human capital, financial sustainability and ad-
vocacy - is provided. The ranking (high/medium/low)
for each TSI was selected taking into account the service
delivery of the TSI relative to the rubber products sector.
In other words, the assessment was conducted based
stakeholders’ evaluation of TSIs from the perspective of
how well they serve rubber products sector stakeholders.

The institutions in the policy support network represent
ministries and competent authorities responsible for in-
fluencing or implementing policies at the national level.



WHERE WE ARE NOW 2

Table 6: Myanmar rubber products sector policy support network

Human

Financial

ription of TSI in line with Coordination capital | sustainability Adngfcy
sector £ e s

Ministry of Environmental * Management of forestry land L L L L
Conservation and Forestry
* Forestry Department
MoAl * Land usage M M L L
* Settlement and Land * Planting and production

Records Department techniques
* Department of Industrial * Planting material production

Crop Development (DICD) * Research and development

» ARCPC (R&D) in upstream and

» Research Technology & downstream industries of

Training Centre for Rubber rubber
Products (RTTCRP) * Training and education

Mol * Issues business licences M M L L
* No. 2 Heavy Industries * Has started standardization

Enterprise (No. 2 HIE) (State-  « Manages State-owned

owned enterprise but in the enterprises

process of privatization) - Promotion of small and
¢ Central Department of Small medium-sized enterprises

and Medium Enterprises

Development
* Directorate of Industrial

Supervision and Inspection
Ministry of Commerce (MoC) * Trade promotion (fairs, business M M L M
« Trade Promotion Department ~ matching, trade information)
* Department of Commerce * Statistics

and Consumer Affairs * Trade policies
* Directorate of Trade * Import/Export licences

(including Trade Training « Border control

|nStitUte) . Training

* Commerce Journal

Ministry of Science and * Research on products, L M L L
Technology including polymers and rubber
* Myanmar Scientific and

Technological Research

Department
Ministry of Finance and * Customs and trade facilitation L L L L
Revenue (MoFR) « Foreign exchange
* Customs * Commercial bank lending rules
* Myanma Foreign Trade Bank
* Myanmar Investment and

Commercial Bank
* Myanmar Economic Bank
Ministry of Transport  Shipments and clearance of L L L L

* Myanmar Port Authority

commodities at port

5
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Human Financial

Description of TSl in line with Coordination capital | sustainability Ad\:g::fcy
sector LA s
Ministry of Foreign Affairs * Trade and investment M L L M
= Commercial attachés/trade intelligence and promotion
counsellors (relatively new)
Ministry of Labour, * Planters are not registered L L L L
Employment and Social under this Ministry because
Security they are classified as farmers

* Factories must comply with the
rules and regulations of this
Ministry

* Coordination with other TSls: measures the strength of this institution’s linkages with other institutions as well as
the beneficiaries of their services (in particular, the private sector) in terms of collaboration and information sharing.

** Human capital assessment: assesses the general level of capability of this institution’s staff in terms of their training
and responsiveness to sector stakeholders.

*** Financial resources assessment: assesses the financial resources/capacity available to the institution to provide
service delivery in an efficient manner.

**** Advocacy: assesses the efficacy of this institution’s advocacy mechanisms, and how well/frequently this institution
disseminates important information to the sector.

TRADE SERVICES NETWORK

These institutions or agencies provide a wide range of
trade-related services to public and private stakeholders
of the sector.

Table 7: Myanmar rubber products sector trade services network

Description of TSl in line with Human Financial
Sustalnabullty

Subcommittee for the * Made up of public and private
Standardization of Rubber stakeholders

and Rubber-Based Products - Stj|| at inception phase

(under the chairmanship of (established in 2012)

Mol)
MRPPA * Training H L L M
(including branches at state  * Information
and regional levels) » Events
* Intermediary between
Government/producers and
lobby (recommend free on board
price to Government)
* Member of International Rubber
Research and Development Board
Union of Myanmar  Role with trade delegations M L L M

Federation of Chambers » Trade fairs
of Commerce and Industry . gsiness matching

(UMFCCI) * Training (business), market

access, etc.




Myanmar rubber products sector business support network

Myanmar International
Freight Forwarders
Association

clearance

Facilitates shipment and Customs L L L L

Myanmar rubber products sector civil society network

General media for information Media H H M H
on rubber (television, radio,

newspapers)

eTrade Myanmar Private media L M M L

These are associations, or major representatives, of com-
mercial services providers used by exporters to effect
international trade transactions.

ANALYSIS OF THE TRADE SUPPORT NETWORK

These institutions are not explicitly engaged in the sec-
tor's trade-related activities. However, they are opinion-
leaders representing specific interests that have a bearing
on the sector’s export potential and socioeconomic
development.

In a country that has only recently opened up its econo-
my, the need to ensure coordination among TSIs is very
important. In the absence of coordination, redundancies
and overlaps result in wastage of effort and valuable re-
sources, and on the other hand lead to gaps in service
delivery. From the perspective of Myanmar’s rubber prod-
ucts sector stakeholders, several institutions have been
identified as being significantly limited in terms of coor-
dinating their service delivery. Those identified are the
Ministry of Environmental Conservation and Forestry, the
Ministry of Science and Technology, MoFR, the Ministry
of Transport, the Ministry of Labour, Employment and
Social Security, and the Myanmar International Freight
Forwarders Association, which are not planning their in-
terventions for the sector sufficiently in coordination with
other ministries or institutions.

According to the assessment, most institutions suffer
from significant human capital deficiencies. There is an
urgent need to improve the skills levels of the staff of

these institutions, together with a need for organizational
alignment. The few institutions considered as having ad-
equate human resources are the Subcommittee for the
Standardization of Rubber and Rubber-Based Products,
MoAl, Mol, MoC, the Ministry of Science and Technology,
and the media entities.

From the perspective of financial stability, media enti-
ties are the only institutions considered to possess ad-
equate financial resources to complete their mandate.
The fact that most institutions are considered financially
constrained may stem from decades of isolation and the
country’s allocation of public budgets away from industrial
development in general. Poor financial intermediation and
difficulties in accessing finance also explain the difficulties
faced by private sector organizations.

Advocacy is also a very important aspect of the work of
TSls and serves to inform beneficiaries (current and po-
tential exporting enterprises) of the services available to
them and other important information. Advocacy is also
important to raise awareness about certain critical issues
affecting the development of trade and export of rubber
products. None of the institutions cited are perceived as
having a high advocacy role, with the exception of the
general media. This area has been cited as a significant
weakness for most institutions, with the exception of MoC,
the Ministry of Foreign Affairs, the Subcommittee for the
Standardization of Rubber and Rubber-Based Products,
MRPPA and UMFCCI. This dire situation indicates that
significant efforts must still be made for TSls related to the
rubber products sector to actively lobby in favour of the
sector, support the sector developing and diversifying its
activities, and help local entities penetrate new markets
internationally.



analysis can be further developed by considering another
dimension: the level of influence the TSI possesses over
sector stakeholders. This classification represents sec-
tor stakeholders’ perception of the level of influence and
The above analysis resulted in a multidimensional assess-  capacity to respond of each institution. Table 10 repre-
ment of the capacities of TSIs to respond to the needs  sents this classification for TSIs supporting the rubber
of rubber products sector planters and enterprises. This  products sector.

Stakeholders’ perception of rubber products sector TSIs’ level of influence versus capacity

Medium to high

Low to medium

Low Medium to high
MRPPA General media for information on rubber
UMFCCI
Ministry of Foreign Affairs
MoC

Subcommittee for the Standardization of Rubber
and Rubber-Based Products

Mol elrade Myanmar
MoAl
Ministry of Science and Technology
Ministry of Environmental Conservation and Forestry
Ministry of Labour, Employment and Social Security
Ministry of Transport
MoFR
Myanmar International Freight Forwarders Association




According to the perceived influence and capacity of TSIs,
institutions at the policymaking level have generally a low
degree of influence despite their mandate, even if the
Ministry of Foreign Affairs and MoC are considered the
most influential ministries. It also appears that all these in-
stitutions are limited in their capacity to support the sector
because of their overall low levels of human and financial
resources. This situation may explain why enterprises expe-
rience significant delays when applying for export permits,
land-use permits, etc. MRPPA and UMFCCI are assessed
to have a higher degree of influence in promoting the in-
terests of the sector, despite their rather limited capacities.

Only the media entities have been assessed to have suf-
ficient human and financial capacities, with general media
for information on rubber being the only group assessed
to have the desired high—high combination for rubber
products sector enterprises. This implies that general
media for information on rubber are currently in the best
position to contribute to the sector’'s development through
advocacy mechanisms, collaboration with other institu-
tions and information sharing.

Since late 1988, there has been no external assistance
and financing for the development of the rubber products
sector in Myanmar. Recently, with the reforms undertaken
by the new democratic Government in line with new poli-
cies, some initiatives have been undertaken in the sector.

Two State-owned rubber factories, the Fan Belt Factory at
Yangon and the TSR Factory at Mudon, were leased out
to two separate local companies in 2012. An instruction
was given in November 2013 to state and regional DICD
offices to register rubber nurseries and allow them to dis-
tribute only recommended rubber cultivars to planters.
The aim is to remove the many nurseries which are distrib-
uting unproven and uncertain cultivars, which would have
a negative impact on the future productivity of Myanmar’s
rubber in the long run.

A Subcommittee for the Standardization of Rubber and
Rubber-Based Products was formed in 2012 with the
aim of standardizing Myanmar’s natural rubber and
rubber products in line with internationally accepted
specifications and standards. The activities of the
Subcommittee are under way and ongoing. This is the
initiative which would contribute to the improvement of
quality and marketability of the rubber products.

The Stated-owned TSR factory at Thanbyuzayat was
leased out to a local company in 2012.

Twenty-seven State-owned rubber plantations with
a total area of 15,000 acres were being privatized in
September 2013 to improve the management effi-
ciency and boost the production of these plantations.
Two State-owned tyre factories (the Thaton Tyre
Factory and the Belin Tyre Factory) were also an-
nounced in December 2013 and invited to become
involved in joint operations with private sector compa-
nies. This is in process.

The international non-governmental organization CARE
MYANMAR conducted, in August and September 2013,
a Study for a Value Chain Strengthening Programme for
Smallholders’ Rubber Production in Mon State and north-
ern Tanintharyi Division, funded by the Swiss Agency for
Development and Cooperation (SDC). The study aimed
at formulating a project to assist rubber smallholders to
improve their rubber production with respect to productiv-
ity and quality, and to enhance their socioeconomic situ-
ation. Currently in its inception phase, the SDC-funded
Strengthening Competiveness of Smallholder Rubber
Farmers project is being implemented by CARE in
Myanmar’s southeast, with an initial focus on Mon State,
and is intended to run until 2023.

With the aim of improving the quality of Myanmar’s rubber,
MRPPA signed a memorandum of understanding on 4
November 2013 with two Japanese counterpart associa-
tions, Japan Rubber Manufacturers Association and the
Rubber Trade Association of Japan, to develop a quality
certification system by a third party.

MRPPA officials met with the Deputy Minister of MoFR
and on 16 November 2013 and discussed the revision of
the 5% commercial tax levied on raw rubber to 0%, to be
in line with all other agricultural and industrial crops. The
Deputy Minister agreed to revise the tax as requested and
put it to Parliament in January 2014 for approval.

In view of the lack of human resource capacities and fi-
nance in Government departments and the similar situa-
tion in MRPPA, external donors are necessary to support
their efforts and initiatives. Donors should support pro-
jects aiming to improve the main issues and constraints
currently identified in the supply-side, business environ-
ment and market entry gears.

The key areas to be focused on are productivity and qual-
ity improvements in the upstream supply side and the



development of a value added rubber products industry
for product diversification in the downstream supply side.
In this regard, the establishment of a specialized rubber
research institute, together with human resource develop-
ment, is most vital for the sustainability and competitive-
ness of the rubber products sector in Myanmar.

The export constraints analysis uses the four gears frame-
work presented below to determine the major concerns
to export development.

Supply-side issues affect production capacity and
include challenges in areas such as availability of
appropriate skills and competencies, diversification
capacity, technology and low value addition in the sec-
tor’s products.

The quality of the business environment issues are
constraints that influence transaction costs, such as
regulatory environment, administrative procedures and
documentation, infrastructure bottlenecks, certification
costs, Internet access and cost of support services.
Market entry issues are essentially external to the
country (but may also be manifested internally), such
as market access, market development, market diver-
sification and export promotion.

Border-In Issues Border Issues
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Development 4/ Doing Business "\
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The analysis presents those major constraints that are
currently main export competitiveness bottlenecks for
the rubber products sector in Myanmar. However, the as-
sessment also explores issues limiting socioeconomic
spillovers of exports to the society at large:

Social and economic concerns include poverty re-
duction, gender equity, youth development, environ-
mental sustainability and regional integration.

Box 4: Overview of supply-side issues
related to the Myanmar rubber products
sector

Low productivity

Inferior quality of planting materials and inputs
Planting of low yield cultivars

Low adoption of improved harvesting technology
Existence of unproductive trees

Low quality

Lack of quality control systems and third-party
certifications

Limited investment in training and technology
Low value addition

Low volume of production

Low capacities and skills set

LOW PRODUCTIVITY

While yields have gradually increased in recent years to
reach 687 Ib/acre (or 770 kg/ha) in 2012-2013, owing to
the increased planting of high-yielding cultivars in the past
two decades, the productivity of the sector remains very
low compared with other producing countries in the re-
gion (1,500 — 1,700 kg/ha). A number of factors, detailed
below, have contributed to this situation.

INFERIOR QUALITY OF PLANTING
MATERIALS AND INPUTS

The vast majority of rubber producers in Myanmar are
using inferior quality planting materials and inputs as
well as outdated plantation management and harvesting
techniques, leading to high production costs for rubber.
The Myanmar rubber products sector depends heavily on
imports for agricultural inputs, including fertilizers, herbi-
cides, fungicides, etc. Inadequate enforcement of policies
and verification of quality of inputs by the concerned in-
stitutions (MoAl, MoC, and the Myanmar Fertilizer, Seed
and Pesticide Entrepreneurs Association) have resulted in
the uncertain quality of imports. This has significantly af-
fected the yield and the total production in the sector. The
quantity of inputs also appears to be insufficient, mainly
because of the limited financial capacity of planters due
to difficulties in accessing finance.



Part of the solution lies in increasing the supply of lo-
cally produced inputs and developing advocacy cam-
paigns aimed at informing farmers about alternatives, but
equally important is the need for better market regulation
and surveillance in terms of technical requirements and
standards.

PLANTING OF LOW YIELD CULTIVARS

Planting of uncertain or unproved rubber cultivars is com-
mon, fuelled by uncontrolled nursery operation and distri-
bution of those cultivars. This situation highlights the lack
of regulation and control related to nursery operations to
distribute recommended or proven cultivars, and also the
import of planting materials for commercial distribution
without prior sufficient local testing. The sector also suf-
fers from an apparent lack of technical support and edu-
cation to planters regarding cultivars. Raising awareness
of the importance of cultivars is needed in this regard.

LOW ADOPTION OF IMPROVED HARVESTING
TECHNOLOGY

The low productivity of the domestic natural rubber
products sector can also be partly explained by the low
adoption of improved tapping techniques and use of stim-
ulants. Two reasons can be given to explain this situation:
the limited training of the majority of smallholders and the
low level of R&D in the country. ARCPC should play a key
role in this regard but is constrained by a limited budget
and lacks adequate facilities and competent researchers
and scientists. The sector would also benefit from better
technological transfer. The low level of R&D and, above
all, the limited access to finance do not currently allow for
adequate technological transfer.

LACK OF QUALITY CONTROL SYSTEMS
AND THIRD-PARTY CERTIFICATIONS

There is a severe lack of control and related regulations
for the production, processing, trading and export of rub-
ber in accordance to type specification along the whole
supply chain. Unskilled workers not following standard
operating procedures for RSS, coupled with the general
inadequacy of the technology used to process the rub-
ber, partly explains the overall poor quality of domestic
production. In addition, buyers/traders do not differenti-
ate grades; as a consequence, even if suppliers provide
good quality products, buyers lump all grades together
and generally do not reward for better quality. Looking
more specifically at TSR, it appears that there is no stand-
ard operating procedure to control the quality of pro-
cessed rubber as most TSR factories lack quality control
laboratories to specify their produced rubber accordingly.

Mol issues licences to operate TSR factories, but there
is no control and regulation regarding the process and
quality of the produced TSR rubber. In this regard, lack of
coordination between Mol and MoAl is evident.

The rubber products sector also suffers from the lack of
a certification system for the quality of export rubber, for
which foreign buyers tend to pay less than the prevailing
international market price. There is no third-party certifi-
cation in Myanmar, and no organization in existence in
Myanmar would currently be capable of undertaking this
activity. The Government, through RTTCRP, is currently
in charge of evaluating the quality of processed rubber.
However, tests are conducted on an irregular basis and
the RTTCRP laboratory is not accredited. This certification
must be delivered by an independent third party accord-
ing to international standards (International Organization
for Standardization (ISO) standards).

EXISTENCE OF OLD UNPRODUCTIVE TREES

The productivity of the sector is also negatively affected
by the existence of overage rubber plantations as well as
outdated unselected seedlings, which need to be replant-
ed with new high-yielding cultivars. Funding for replanting
overage trees is, however, lacking — once again con-
strained by the limited access to finance in the country.

LOW QUALITY

Both types of rubber produced in Myanmar — RSS 3 & 5
and TSR 20 & 50 — are of low quality. Myanmar’s rubber
production is generally considered to be of low quality
due to impurities (rocks, sand, dust, etc.) contaminating
production processes, reducing value and affecting the
ability to diversify into new export markets. Several factors
explain the situation, detailed below.

LIMITED INVESTMENTS IN TRAINING
AND TECHNOLOGY

There is a clear lack of education of planters and pro-
cessors to produce high quality rubber in Myanmar, il-
lustrating a crucial and urgent need for training and
awareness-raising campaigns. A new mindset is need-
ed in the sector that should aim at attaching greater im-
portance to the quality of the rubber products exported
rather than the quantity.

LOW VALUE ADDITION

Value addition in domestic rubber products exports is
hampered by several factors, including the unstable and
insufficient electricity supply from the national grid for TSR
factories, which consume substantial electricity, as well as



the low levels of domestic investment and FDI that would
allow the development of higher added value activities.

The low adoption of technology also prevents the domes-
tic rubber products sector from producing value added
products. Among other things, the sector lacks factory
laboratories, testing equipment and modern production
equipment. The unqualified human capital also hinders
the development of added value production, as skilled
workers and technicians are needed to improve the quali-
ty of domestic production sustainably. As previously men-
tioned, the education system needs to be upgraded and
the workforce properly trained.

Value addition in manufactured products will contribute
to an increase in revenue, reduce vulnerability to exter-
nal shocks, improve export penetration into new markets
and help develop product diversification. Improvements
in value added and quality are also expected to lead to
improved sustainability of export markets, which has been
identified as being extremely low.

LOW VOLUME OF PRODUCTION

Although Myanmar benefits from the existence of abun-
dant land resources, including vast areas of vacant lands
that could potentially be suitable for rubber, the coun-
try’s potential remains largely underexploited despite the
gradual expansion of cultivated areas. MRPPA forecasts
production of 300,000 tons by 2020-2021, compared with
the 165,000 tons in 2012-2013, though this remains rela-
tively low-scale.

Prohibitive regulations regarding land use seriously hin-
der the development of the sector as they are a major
obstacle to the establishment of new producers and cre-
ate unnecessary delays in obtaining a land-use permit. It
is also to be noted that, with regard to land rights, a pro-
ducer has four years to plant crops, a period after which
the Government has the right to expropriate the land. In
reality, however, the system is not implemented and the
concerned land is not used, and instead kept for specu-
lative purposes.

LOW CAPACITY AND SKILLS SET

The capacity of the institutions responsible for the rubber
products sector in Myanmar is relatively low compared
with regional competitors. Although the recent chang-
es in policy and the resulting need for adaptation can
partly explain the low institutional capacity, it should not
divert attention from the overall weaknesses in the institu-
tions’ organization. Coordination and cooperation among
Government organizations and private sector stakehold-
ers is also lacking. This low capacity arises from the lack
of institutional capacity-building as well as the limited

number of professionals in the sector. From a private sec-
tor point of view, and as previously mentioned, the limited
skills set is mainly due to the lack of technological transfer
to smallholders and the lack of skilled labour.

Box 5: Overview of Myanmar rubber
products sector business environment
issues

Weak rules and regulations

Prohibitive taxation system

Energy supply and reliability

Limited access to finance

There is a need for a specialized rubber research
institute

Weaknesses of TSls

Limited transport infrastructure

WEAK RULES AND REGULATIONS

There are almost no regulations and laws related to plant-
ing and production of rubber, processing and local trad-
ing or marketing. Although there is a recommendation
of planting materials (cultivars or clones) to be planted
according to the agro-climatic conditions of the planting
areas, there is no control or regulation of nurseries regard-
ing distribution of the recommended cultivars to planters.
A notification requiring the registration of all rubber nurs-
eries was issued by MoAl in 1992, but it was ignored and
has never been implemented.

Traders and buyers are not being registered and there-
fore there is no control of the types and grades of rubber
purchased and the grading system being practised. In
addition, TSR rubber processing factories are required to
be registered at the Directorate of Industrial Supervision
and Inspection under Mol; however, there is a lack of
regulation regarding the process, type and quality of the
processed TSR rubber.

Regarding the export of rubber, exporters or companies
are required to have an exporters/importers permit from
the Department of Commerce and Consumer Affairs un-
der MoC. However, there is no regulation regarding the
types and grades to be exported. There is a complete lack
of a certification system for the quality of exported rubber.



PROHIBITIVE TAXATION SYSTEM

In addition to structural and institutional weaknesses, the
sector suffers from a prohibitive taxation system, since
rubber is the only agricultural commodity subjected to a
5% commercial tax, compared with all other agricultural
products, which are free from commercial tax. All the in-
dividual players along the whole supply chain (producers,
processors, traders and exporters) have to pay the com-
mercial tax repeatedly for the same commodity, leading
to a high cost at export point. The reason behind this ex-
ception is that rubber planters and producers are seen as
industrial producers and not as cultivators. Cumulation of
the commercial tax through every link of the supply chain
(planters pay 5%, traders pay an additional 5% and ex-
porters an additional 5% for every transaction) makes
production costs high. A direct consequence of this taxa-
tion system is the existence of illegal exporters who try to
evade taxes, hence putting legal traders at a disadvan-
tage. Incentives should be created in the taxation system
for rubber to support the development of the sector. The
sector as a whole should not be double or triple taxed.

the Central Bank of Myanmar. Myanmar’s banking system
currently provides mainly limited amounts of short-term
credit for trade —usually one year—making it very difficult
for all industry stakeholders (rubber planters, processors,
traders and exporters) to invest and develop their activi-
ties. Even when granted, for secured lending only, high
interest rates charged by banks (around 13%) limit op-
portunities for small and medium-sized producers and
processors to upgrade capital equipment and make other
investments. It is also to be noted that there is no cash
flow lending system in place in Myanmar.

A direct consequence of this absence of financial or credit
support is that enterprises usually obtain capital through
informal channels (family or friends or informal credit insti-
tutions, rather than the banking sector) when they require
it. Overall, the level of financial intermediation is also low
compared with Myanmar's peers. This matters because
capital is required to invest in technology/equipment to
become competitive. Inventories are needed to be able
to ensure delivery, and access to trade finance is a vital
part of increasing exports.

ENERGY SUPPLY AND RELIABILITY

The electricity supply in Myanmar is still largely insuffi-
cient and unstable, considerably affecting the business.
There is indeed no power supply from the national grid for
TSR factories, which consume high levels of power. This
is turn leads to a situation where factories use their own
generators to produce electricity, which pushes the cost
of production up considerably. There are currently no vi-
able alternatives as fuel prices are not competitive thanks
to the import of diesel, and natural gas being exported
rather than distributed for domestic use.

LIMITED ACCESS TO FINANCE

The financial sector remains largely underdeveloped in
Myanmar, hampering effective mobilization of domestic
savings for investment. Access to banking in Myanmar is
limited, with an insufficient number of commercial bank
branches. Myanmar has only 1.69 branches per 100,000
adults, compared with 3.63 in Viet Nam and 11.29 in
Thailand.'® Rural areas are particularly isolated in this re-
gard. International banking divisions are also scarce in
the country. The banking system also remains inadequate
with regard to cross-border payments.

Producers and exporters face considerable constraints
in accessing credit to offset the lack of operating and
investment capital at their disposal. Businesses suffer
from limited credit availability due to strict regulation by

16. International Monetary Fund (2013). Myanmar: staff-monitored
programme. Country Report No.13/13. Washington, D.C.: IMF.

THERE IS A NEED FOR A SPECIALIZED
RUBBER RESEARCH INSTITUTE

To best answer the needs for technologies, local capac-
ity-building, professional development and infrastructure
development in the sector, a rubber institute dedicated
to the industry is recommended. ARCPC is partly playing
this role but it does not respond to the specific needs of
the rubber products industry. RTTCRP should also play
a key role to support the value added industry subsector
and to raise awareness. However, both research institutes
are constrained by limited budgets and are currently lack-
ing adequate facilities and competent researchers and
scientists.

WEAKNESSES OF TSIS

Another issue linked to the business environment relates
to weaknesses of TSIs that should play a key role in ob-
taining real-time market information and prices, and infor-
mation on standards, rules and regulations. TSls should
be developed to improve the organization of the sector,
modernize the communications system and strengthen
the linkages between stakeholders.

LIMITED TRANSPORT INFRASTRUCTURE

The transport infrastructure (road, air and water) is largely
inadequate and considerably underdeveloped, hamper-
ing the movement of goods and people and constraining
economic activity. The lack of transport infrastructure in
some rubber-producing areas leads to high transportation



costs. In addition, the absence of infrastructure in some
areas suitable for rubber planting makes them inacces-
sible for harvesting and transport to market.

Box 6: Overview of Myanmar rubber
products sector market entry issues

Limited access to trade information
Absence of export promotion and branding efforts
Limited investment promotion

LIMITED ACCESS TO TRADE INFORMATION

Access to timely and relevant market intelligence is a pre-
requisite for building export competitiveness in a sector.
This information includes consumer trends and target
market needs and requirements. This need plays an even
more prominent role considering that local enterprises
in the rubber products sector, due to their structure, are
inexperienced in market penetration and development.
It is important to centralize the collection and dissemi-
nation of trade information, as well as making it easier
to access. The lack of participation by the Government
in international or regional rubber organizations means
that the concerned Government agencies are not kept
abreast of real-time information regarding policies, strat-
egies, trends, technologies, markets, etc. TSIs should
play an important role in this regard. Information on buy-
ers’ requirements is not readily available. The absence
of this information prevents exporters from adopting the
market requirements critical to succeeding in a specific
target market.

ABSENCE OF EXPORT PROMOTION
AND BRANDING EFFORTS

Domestically produced natural rubber currently suffers
from the perception of its image in international markets.
To illustrate this, it is common that Malaysia imports rub-
ber from Myanmar, repackages it and, benefiting from a
better image, exports it as Malaysian rubber.

To build export competitiveness, the rubber products sec-
tor must have an established brand outside the country.
Ensuring that the sector’s products are of minimum quality
and supplied with consistency is a given prerequisite in
this regard, and the lack of suitable products for export is
a major obstacle. Another important dimension is devel-
oping an effective brand promotion campaign. The small

per capita size of landholdings and the low level of organi-
zation among producers in the sector have partly con-
tributed to slow or non-existent branding and promotion
efforts. Cooperatives or associations of producers could
indeed leverage collective strengths towards greater sup-
ply, quality, branding and promotion, but these entities yet
have to be established.

LIMITED INVESTMENT PROMOTION

Investment promotion activities such as a sector-specif-
ic development fund or guarantees for land ownership
are required to better promote the potential of the rubber
products sector in the country. Procedures for land use
and rights should also be eased to attract local and for-
eign investors. Finally, the current instability of the market
should be tackled by subsidies to incentivize the sector’s
stakeholders.

Box 7: Overview of Myanmar rubber
products sector development issues

Employment
Rural development
Environmental issues

EMPLOYMENT

As previously mentioned, the development of the sector
could have a high socioeconomic impact since the sec-
tor can be a driver of job creation. The development of
the rubber products industry could significantly boost job
creation and generate indirect employment.

Despite the lack of statistics on workers, it seems that
women play a significant role in Myanmar’s rubber prod-
ucts sector as most tappers and graders are known to
be women. However, inadequate gender statistics pro-
vide an incomplete overview of the gender situation and
quality gender disaggregated data would be needed to
benchmark the country in regards to gender and women'’s
empowerment.

Looking at the labour laws, it appears that regulations
only apply to industries in Myanmar. As rubber planters
are classified as farmers, they thus avoid all kind of regu-
lations and are solely responsible for workers’ welfare.
Unions are also absent to protect workers in the rubber
products sector.



(cc) Sean Beesley. Rubber sheets smoking in the Smoke House.

RURAL DEVELOPMENT

The development of the rubber products sector could
have a positive impact on rural areas in the country, as it
would foster rural development in a sustainable manner. A
large concentration of poverty, 85%, being located in rural
areas,'” the development of the sector could hence con-
tribute to reducing the gap between urban and rural zones.

ENVIRONMENTAL ISSUES

The degree of air and water pollution caused by indus-
try or agriculture is currently minimal due to low levels of
industrialization and relatively little use of chemicals in
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agriculture. This risk will have to be monitored as the sec-
tor continues to thrive, paying particular attention to waste
management, smells, and effluent caused by water man-
agement and treatment in rubber processing factories
having negative impacts on the environment. These envi-
ronmental issues are currently largely ignored in most TSR
factories and inspections are limited, if not non-existent.

The social and environmental conditions surrounding rub-
ber production (including labour rights, workers’ use of
protective gear, implementation of effective waste dis-
posal methods, use of chemicals, etc.) must be managed
in order to strengthen the sector’s development poten-
tial. This may also include raising awareness of corpo-
rate social responsibility, including employee welfare,
and of ways to transform undeclared work into regular
employment.






WHERE WE WANT TO GO

The following vision has been developed towards the goal
of increasing export competitiveness in the Myanmar rub-
ber products sector.

To foster innovation and sustainable growth in national

and global rubber value chains.

The scope for improvements in the sector is immense and
extends along the value chain. In some cases it involves
strengthening existing linkages, while in other cases struc-
tural modifications to the sector are required. Both these
types of improvements must lead to market penetration
(increasing exports in existing markets), product devel-
opment (increasing exports of new products in existing
markets), market development (increasing exports of ex-
isting products in new markets), and full diversification
(increasing exports of new products in new markets). This
envisaged future state of the rubber products sector is
discussed in greater detail below.

As indicated in the introduction, the envisioned future
state of the rubber products sector has been developed
using a combination of consultations, surveys and analy-
ses. This future state consists of two components:

A market-related component involving identification of
market development options for Myanmar exporters
Structural changes to the value chain that result in ei-
ther strengthening of linkages or introduction of new
structural linkages.

The market identification was based on a combination
of trade analysis using ITC methodology for identifying
potential target markets and consultations with the main
stakeholders of the rubber products sector. Both exist-
ing and new products —to old and new markets— are as-
sessed. The projected structural changes to the sector
are based on efficiency gains identified through the four
gears analysis of the sector’s performance, and through
the identification of opportunities for improving the sec-
tor's capacity to add, create, retain and distribute value.



The following section provides insights into market devel-
opment opportunities' based on quantitative and quali-
tative research. Key markets associated with short-term
opportunities are selected based on factors such as exist-
ing trade relationships, cultural affinity and geographical
distances. These factors highlight strong existing mar-
ket linkages that form the foundation for expanded future
growth. Markets representing longer-term opportunities
reflect the increasing ability of exporters to move into new
and/or higher value markets over time —as envisioned by
the NES and its PoA. In the longer term, it is expected
that the evolving capacities of exporters— across multi-
ple dimensions including quality management, supply
capacities, product diversification, time to market effi-
ciency, and marketing/branding, in conjunction with the
improving business environment, investment climate and
export value chain improvements — will allow exporters to
develop new products and to target other markets which
seem hard to penetrate now.

As indicated earlier, Myanmar’s existing exports are highly
concentrated within a handful of markets. For instance, in
2013 roughly 61% of natural rubber exports were shipped
to China and 35% to Malaysia. This reflects geographic
proximity and overall import trends, but also highlights
opportunities for diversification. Myanmar’s currently low
level of diversification and limited capacity for value add-
ed activity means that the country is a price taker on world
markets.

CHINA

Product: natural rubber (HS 4001)

China is world’s second largest importer of rubber be-
hind the United States, and is Myanmar’s most important
trading partner for rubber products, representing 60.7%
of Myanmar exports for rubber and articles thereof (HS
40) in 2013, With an exported growth in value of 47%
between 2009 and 2013 (%, p.a.), Chinese demand is
the main driver of development of the rubber products
sector in Myanmar. However, the US$123.3 million worth
of rubber products imported by China that year were al-
most exclusively composed of natural rubber (TSR and
RSS), used primarily for the transformation industry. We
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can also note that Myanmar rubber products currently
represent only 1.1% of Chinese imports. As a comparison,
Chinese imports from Thailand reached US$6.3 billion,
or a 31.5% market share. The natural rubber imported by
China is primarily used in tyre manufacture, the country
being the world’s largest exporter of this product.

In the short term, a market development option would
consist in increasing export revenues by controlling and
enhancing the quality of RSS exports to China (RSS 3
to RSS 1 as opposed to currently RSS 5 to RSS 3). The
reliability of the supply also has to be improved to build
longer-term trading relationships with these key markets.
Similarly, from TSR 50, the country should aim at produc-
ing and exporting higher-value TSR 20 to China.

MALAYSIA

Product: natural rubber (HS 4001)

Currently the second trading partner of Myanmar for rub-
ber products with a 34.7% market share, Malaysia is a
key market for the sector. Looking at the trade relation-
ship between the two countries, natural rubber appears
to be the most imported product, representing 35.5% of
Malaysia’s total imports from Myanmar in 2013. As with
China, Malaysia's imports are almost exclusively concen-
trated on two natural rubber products, TSR and RSS. It
is to be noted that more than 70% of the natural rubber
imported by Malaysia consists of RSS. Natural rubber
exported to Malaysia is primarily used in the clothing in-
dustry, after transformation. A large share of the natural
rubber imported from Myanmar is also processed and
re-exported.

As above, it is crucial that the sector increases the price
of its production by controlling the quality of its natural
rubber exports. The recent exported growth rate of 13%
in value reported from the period 2012-2013 is a promis-
ing sign for future development.

REPUBLIC OF KOREA

Products: natural rubber (HS 4001) and outer soles of
rubber (HS 6043)

Currently the third partner for Myanmar rubber products
exports, the Republic of Korea offers opportunities for
Myanmar’s products. After several years of growth, the
Korean market is now declining as the demand for rub-
ber products reported a negative growth of -7% in value
between 2012 and 2013 (%, p.a.). With a negative growth
rate of 19% over the same period, the situation is even
more critical for natural rubber imports. With Myanmar’s
exports to Korea consisting almost exclusively of TSR for
the manufacturing of tyres, the sector should be looking



at developing the production of higher added value prod-
ucts for which a demand exists in Korea, such as articles
of apparel and clothing accessories of vulcanized rubber
(+19% annual growth in value between 2009 and 2013
(%, p.a.)) or synthetic rubber.

Most important when targeting the Korean market is the
development of the production of outer soles of rubber.
Myanmar exported US$ 6.4 million worth of outer soles to
the Republic of Korea in 2013, only accounting for 0.9%
of the country’s total imports of this product. A bigger
market share could be obtained by focusing on the qual-
ity of the products exported to this demanding and de-
veloped market.

JAPAN

Products: outer soles of rubber (HS 6403) and natural
rubber (HS 4001)

Japan is Myanmar’s most important trading partner for
outer soles of rubber, representing 91.9% of Myanmar ex-
ports for footwear, uppers of leather in particular in 2013,2°
or US$107.6 million worth. With a 7.2% market share in
2013, Myanmar appears to be an important provider for
the Japanese market and could benefit from a steady
growth in demand of 11% in value between 2009 and
2013 (%, p.a.) for this product. Similarly to the Korean
market, the high quality of the products exported will be a
key factor to increase Myanmar’s penetration in one of the
most demanding markets in the world. Myanmar's soles
of rubber are used in footwear factories for assembling.

Japan is the world’s leading importer with more than
US$6.8 billion worth of natural rubber imported in 2012,
followed by the United States (US$3.5 billion) and Japan
(US$2.5 billion). India’s demand is also booming with an
annual growth in value of 47% between 2008 and 2012.

EU

Products: natural rubber (HS 4001) and articles of foot-
wear (HS 6406)

It appears that Myanmar is not yet tapping into the
European market for its natural rubber exports. Having
overcome EU sanctions, Myanmar can expand its trade
from Asia to the whole globe and take advantage of the
EU Generalized System of Preferences—Everything but
Arms agreements. The natural rubber imported is used in
the manufacturing industry for transformation (tyres and
other articles of vulcanized rubber).
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Improvement of the quality of the RSS is, however, a pre-
requisite to accessing these developed markets. Only
then can the country promote trade in the rubber prod-
ucts sector, targeting end users (manufacturers associa-
tions). Skilled labour and adapted technology are needed
to achieve this objective.

Germany, France and ltaly, mainly, should be seen as pri-
ority markets for TSR exports. Similarly to the RSS situa-
tion, the quality level of Myanmar’s production has to be
considerably improved in order to penetrate these highly
demanding markets, and prior to undertaking trade pro-
motion activities to end users. Skilled labour, technology
and FDI are needed to improve the competiveness of
Myanmar TSR. The reliability of the supply also has to
be improved to build longer-term trading relationships
with these markets and to penetrate the leading European
markets (Italy and Germany being the main importers).

UNITED STATES

Product: natural rubber (HS 4001)

The United States is the second largest importer of TSR
after China, importing more than US$2.3 billion worth of
this product in 2013 — primarily for transformation in tyre
factories — and mainly relying on Malaysia for its sup-
ply. However, due to past sanctions and the low quality
of its products, Myanmar is not yet tapping into the vast
American market. Having overcome American sanctions,
Myanmar can start developing its trading relationship with
the United States for natural rubber. As indicated above,
improvement of the quality of the TSR is a prerequisite to
accessing this demanding market.

INDIA

Product: natural rubber (HS 4001)

India’'s demand is also booming with an annual growth in
value of 33% between 2009 and 2013. This demand for
both RSS and TSR, fuelled by the emergence of Indian
tyre manufacturers, represents an interesting opportunity
even if the tariffs applied by the country are still prohibitive.



The main prospects for diversification into new products
relate to producing compound rubber products.

CHINA

Products. concentrated latex (HS 400110), compounded
rubber (HS 4005), conveyor belts (HS 4010) and sawn
rubber timber

With the appropriate level of investment, coupled with the
emergence of a skilled workforce and the sourcing of new
technologies, Myanmar could develop the production of
high quality natural rubber latex. Historical regional trading
partner China is one of the main importers of rubber latex
— accounting for 21.6% of world imports — but is almost
exclusively supplied by Thailand, making it difficult to pen-
etrate its markets. Concentrated latex is primarily used in
manufacturing activities, mainly in the tyre industry.

Myanmar could develop the production of compounded
rubber that fetches higher prices on international mar-
kets compared with RSS and TSR. For this step, it is a
prerequisite that the appropriate technology is acquired.
Myanmar should aim at developing sustainable longer-
term trade relations with China, the country being by far
the main importer of compounded rubber (42% of world
imports) with an imported growth in value between 2008
and 2012 of 33%.

Exports of conveyor belts to China, the world’s number
four importer, also represent a great opportunity, despite
an average tariff of 11% applied on this product.

Exports of sawn rubber timber could be developed, tar-
geting the demanding and booming Chinese market.
China accounts for 42% of world imports of sawn rubber
timber, with an annual growth in imports of 27% between
2008 and 2012.

MALAYSIA

Products: concentrated latex (HS 400110), compounded
rubber (HS 4005), tyres (HS 4011) and inner tubes (HS
4013)

With more than US$ 1 billion worth of products imported
in 2013, Malaysia was the world’s major importer of con-
centrated latex (HS 400110) in 2013 with a 35.5% market
share. As indicated above, Myanmar could develop the
production of high quality natural rubber latex to penetrate
the Malaysian market, which is currently monopolized by
Thai suppliers.

Market development options for compounded rubber in-
clude the development of trade relations with dynamic
markets in the region, starting with Malaysia (the coun-
try reported an annual growth of 124% in value between
2008 and 2012).

The production of tyres is slowly emerging in Myanmar as
encouraging initiatives have recently been observed. The
country should consequently be looking at increasing the
quantity produced and build strong and sustainable trade
relations with key importers such as Malaysia. A skilled
workforce, technology and significant investments are
needed to develop this emerging and promising source
of growth.

The production of inner tubes of rubber also represents
an option for the sector’s development. Malaysia seems
to be presenting promising market conditions with higher
growth rates and no tariff barriers. The appropriate level
of investment, a skilled workforce and adoption of new
technologies are prerequisites for the development of this
activity.

INDONESIA

Products: concentrated latex (HS 400110), inner tubes (HS
4013) and conveyor belts (HS 4010)

At the regional level, Indonesia seems to provide enabling
conditions for Myanmar’ products to enter its market, with
alow level of concentration of supplying countries of 0.39
and a sustained growth of its imports of 21% on average
per year over the last five years.

The production of conveyor or transmission belts or
belting of vulcanized rubber can also be envisaged in
Myanmar with the appropriate level of investment, tech-
nology and skills. Looking at traditional markets, and de-
spite its limited 1.9% share in world imports, Indonesia’s
20% annual growth for conveyor belt imports over the
last five years, coupled with a low concentration level of
supplying countries, makes the country very attractive for
this particular product.

OTHER ASEAN COUNTRIES

Product: tyres (HS 4011)

The emerging tyre industry should be looking at increas-
ing production and targeting dynamic regional markets
such as Cambodia, Thailand, the Philippines and Viet
Nam (whose imported growth in value between 2008 and
2012 ranged between 24% and 27% despite a limited
share in world imports — the four countries together ac-
counting for 1.3% of world imports). The European and
American markets also represent major development



options as they remain the main importers of tyres world-
wide, and include many countries as sources for their
imports (i.e. these markets have very low levels of con-
centration of supplying countries). A skilled workforce,
technology and significant investments are needed to
develop this emerging and promising source of growth.

JAPAN

Products: mattresses of rubber materials (HS 940421) and
concentrated latex (HS 400110)

Market development options to Japan and the Republic
of Korea have been identified by the sector’s stakehold-
ers for these products. The Korean market is particularly
dynamic with 42% growth over the past five years and
a world market share of 2.2%. As mentioned above, the
appropriate level of investment, a skilled workforce and
adoption of new technologies are prerequisites for this
production to emerge. The Japanese market, despite
its high degree of concentration of supplying countries
(75%), constitutes a viable option for concentrated latex.

UNITED STATES

Products: mattresses of rubber materials (HS 940421) and
conveyor belts (HS 4010)

The United States market is the world’s largest for this
product and could also offer opportunities for Myanmar.
The appropriate level of investment, a skilled workforce
and adoption of new technologies are prerequisites for
this production to emerge. The United States, the world’s
largest importer of conveyor belts, is to be considered for
future developments.

EU

Products: concentrated latex (HS 400110) and rubber-
wood furniture

New market development options for concentrated latex
include the penetration of several European markets, and
more particularly the Belgian and the British ones, these
countries being the main importers of latex after Malaysia
and China, moreover reporting sustainable growth and a
relatively low level of concentration of suppliers. Myanmar
could develop higher value added products from rubber
timber — such as wood furniture — to export to European
markets.

INDIA

Product: compounded rubber (HS 4005)

Despite the application of a 10% tariff rate, the Indian
market also represents an interesting option for Myanmar
products, as pointed out by several rubber stakeholders
during consultations.

RUSSIAN FEDERATION

Product: conveyor belts (HS 4010)

Conveyor or transmission belts or belting of vulcanized
rubber are highly demanded in the Russian Federation,
the country accounting for 3.3% of world imports with an
annual growth in value between 2008 and 2012 of 17%,
making the country attractive for potential exports. The
United States, the world's largest importer of conveyor
belts, is also to be considered.

BRAZIL

Products: inner tubes (HS 4013) and concentrated latex
(HS 400110)

Looking at new markets for inner tubes of rubber, Brazil
presents the best guarantees of success for Myanmar
products since import growth for inner tubes in Brazil was
45% per year on average between 2008 and 2012. This
could be done through a joint strategy with other rubber
products like TSR. The rapid emergence of the Brazilian
market for inner tubes should also be considered.

OTHER PRODUCTS AND MARKETS

Another market development option that could be de-
veloped by Myanmar is the exploitation of rubberwood.
Exports of rubberwood represent unexploited export
potential for Myanmar with China, Malaysia, Singapore,
the United Arab Emirates and the Republic of Korea rep-
resenting key target markets. Rubberwood log exports
for the semi-finished furniture industry could also be in-
creased to Thailand, but the Myanmar Government will
no longer allow exports of timber logs, with effect from
FY 2014-2015, and the production of higher added value
rubberwood furniture could be increased.

Rice mill polishing blades and rubber rice rollers also rep-
resent growth potential for Myanmar’s exports, and trade
relations could be established with emerging markets
such as Viet Nam, Bangladesh and Saudi Arabia, as well
as with the leading and constantly growing Indian market.
The production and export of rubber bands to India and
Bangladesh could also be further developed.



Myanmar has embarked on political and economic re-
forms while improving its international relations with
important partners around the world. In 2012, project
numbers increased from 10 to 54 and Myanmar has also
shown increases in capital investment (151.94%) and job
creation from FDI (157.20%).%!

Net FDI outside of the sector of gas has, however, re-
mained very low, with a small exception for the garment
and textile sector. FDI has indeed remained very low in
the agriculture sector in Myanmar. There is some foreign
investment in distribution services for rubber tyres (and
automobile concessionaires) but there are presently no
joint venture operations for manufacturing and no invest-
ment in plantations. Yet FDI and domestic investment are
seen as essential to achieve the ambitions of the rubber
products sector in Myanmar, a sector that lacks adequate
investment in capital and knowledge.

Geographic clusters exist in the country, namely in
Taunggyi, Mandalay and Yangon, and manufacturing
operations can best take place in industrial zones. With
an increasing level of demand for vehicles as Myanmar
opens up, interest in investing in domestic production fa-
cilities to transform rubber will also increase.

Significant opportunities for investment —domestic or for-
eign— exist, including:

Smokehouses for smallholders. Currently there is little
access to finance for smallholders to invest in them.
Only large plantations currently manage this;

Tyre factories;

Rubberwood furniture factories;

Higher value added grades of TSR and RSS rubbers;
Nurseries of higher-yielding perennial crops;
Investing in latex concentrate production.

From the country’s point of view, investment would con-
tribute to:

Strengthening supplies by improving the quality, reli-
ability and pricing of upstream operations;

Setting up downstream industries aimed at end con-
sumer markets;

Developing new value added product production;
Improving the environmental concerns of the industry;
Building the capacity of local staff and implementing
integrated quality control systems;

21. Financial Times (2013). The fDi Report 2013.

Improving access to markets, since foreign firms have
better access to other distribution channels in foreign
markets because of better knowledge. Myanmar firms
tend to export just free on board and stop at ports.
They can also better meet buyer requirements because
of financing from head offices.

Box 8: Overview of structural changes
to the Myanmar rubber products sector

Upgrade planting materials, production inputs and
cultivars

Develop technical competencies of the rubber products
sector towards improved quality rubber products and the
value added rubber market segment

Improve the capacity of the rubber products sector to
comply with international standards

Improve the skills of the workforce throughout the
sector’s value chain through a variety of training
programmes

Link with other sectors through the development of
rubberwood products

UPGRADE PLANTING MATERIALS,
PRODUCTION INPUTS AND CULTIVARS

Intervention is required to modernize the inferior and out-
dated plantation management and harvesting techniques
currently used in the sector, which result in high produc-
tion costs. Upgrading the technologies used would also
allow the sector to improve the quality of its production
and to increase its productivity significantly, thereby re-
ducing productions costs and increasing export potential.

Interventions at the policy level would include adequate
enforcement of policies and verification of quality of in-
puts by the concerned institutions (MoAl, MoC and the
Myanmar Fertilizer, Seed and Pesticide Entrepreneurs
Association) to ensure the quality of production inputs
(fertilizers, herbicides, fungicides, machinery, etc.).

Efforts to regulate and control nursery operations should
also be implemented in order to distribute recommend-
ed and proven cultivars and to tackle illegal imports and
widespread planting of those imported cultivars without
sufficient prior local testing. Investment should also aim at
increasing the supply of locally produced inputs and de-
veloping advocacy campaigns aimed at informing farm-
ers about alternatives.



DEVELOP TECHNICAL COMPETENCIES OF
THE RUBBER PRODUCTS SECTOR TOWARDS
IMPROVED QUALITY RUBBER PRODUCTS
AND THE VALUE ADDED RUBBER MARKET
SEGMENT

The development of higher added value rubber prod-
ucts would significantly contribute to better positioning
of Myanmar products in global markets, especially within
the EU, the United States and Japan. As indicated in the
market development options section, there is potential to
develop various rubber-based products, with promising
prospects for local consumption as well as for exports.
Moreover, these products will constitute a high revenue
base for Myanmar exporters.

Interventions at the policy level would include develop-
ment of a standard that incentivizes new producers. A
steering committee comprising governmental actors
(ministries and technical agencies), the civil society net-
work, development actors (including international donor
agencies), and the private sector as the ultimate benefi-
ciaries, will need to be set up to launch a nationwide drive
to develop added value activities.

IMPROVE THE CAPACITY OF THE RUBBER
PRODUCTS SECTOR TO COMPLY WITH
INTERNATIONAL STANDARDS

A key prerequisite for building export competitiveness in
the rubber products sector lies in the ability of enterprises
to meet international standards. Global standards range
from moderate (China, ASEAN member states) to high
(EU member states, United States), and it will be impor-
tant for Myanmar producers and exporters to be able to
meet the most demanding requirements to ensure market
diversification.

Natural rubber consumers are conscious of the high
quality, consistency and cleanliness of raw materials that
they buy. Industrial standard series ISO 9000 emphasizes
quality control, which is required in the rubber manufac-
turing industry. The 1ISO 9000 certification would be the
first step for quality control management of raw natural
rubber production in Myanmar to improve the competi-
tiveness of domestic rubber products in the world market.
This would assist Myanmar in the promotion of its rubber
products exports, as more and more buyers require the
ISO 9000 standard to be implemented for their rubber
imports.

Broad-ranging initiatives should be launched in order to
develop and improve capacities of companies and co-
operatives to commit to international voluntary standards.
Initiatives could include, but not be restricted to:

Assessments to identify the current level of compliance
and key barriers that are preventing producers from
committing;

Pilot projects to support upgrading of facilities;
Improving quality management infrastructure within
enterprises;

Developing a strong traceability infrastructure across
the value chain;

Ensuring laboratories are accredited in Myanmar;
Technical field trainings related to best practices
involved in cultivation and pre- and post-harvest
processes.

IMPROVE THE SKILLS OF THE WORKFORCE
THROUGHOUT THE SECTOR'S VALUE
CHAIN THROUGH A VARIETY OF TRAINING
PROGRAMMES

The development of the workforce capacity in Myanmar’s
rubber products sector was an important consideration
throughout the strategy development process. Private
companies can collaborate with universities and train-
ing institutions to provide trainings on appropriate tech-
nologies and the latest techniques, as well as providing
on-the-job training for individuals already working in the
sector. Specific areas to focus on within the value chain in-
clude correct choice of cultivar and planting, upkeep and
maintenance, tapping, processing, manufacturing, etc.
The involvement of universities, agronomists and other
experts, and local companies, would be essential.

The operational aspects of this proposal would involve
agreements signed between selected companies and
major universities in Myanmar that have agronomy majors
and end product manufacturing technology as part of the
curriculum. Specialized programmes would be developed
with additional specialties including business administra-
tion, marketing, quality assurance, and so on. The pro-
gramme would involve practical training sessions as well
as assessment through practical and theoretical exams.
Unless already employed, graduates would be provided
with placement guidance, as well as direct placement op-
portunities through participating companies.

The proposed future state is presented in Figures 16 and
17 through a future value chain, which captures both the
selected key markets and strategic options.

LINK WITH OTHER SECTORS THROUGH
THE DEVELOPMENT OF RUBBERWOOD
PRODUCTS

A market development option that could be developed by
Myanmar is the exploitation of rubberwood. This sector
has been largely ignored, the Government favouring the
development of higher added value teak wood exports.
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Exports of rubberwood, however, represent unexploited FUTURE VALUE CHAIN

export potential for Myanmar. The production of higher
added value rubberwood furniture could be increased,  The future value chain is presented in Figures 16 and 17.
targeting the Singaporean and Korean markets. This sub-

sector is currently at an embryonic stage and significant

investments, as well as a skilled workforce and adequate

production technology, would be required to develop this

promising and unexploited market.
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Figure 16: Future value chain

(e e e

Equpment
T Agol
MaAT MaAl - Department of Agricutsn MOECF - Farestry Depastment e Trade
——honi- Setement v Lond |
‘ " Rocords D Ament MoFR MNPED hmm Certification body
BRMEED Lyoniss ol A0 B o Mywmem, gy MO spechs.
Naonal Quaty Infrasiruchre (NQY
Financial services




THE REPUBLIC OF THE UNION OF MYANMAR NATIONAL EXPORT STRATEGY
RUBBER PRODUCTS SECTOR STRATEGY 2015-2019

Figure 17: Future value chain (processing)
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HOW TO GET THERE

The vision of the strategy "To foster innovation and sus-
tainable growth in national and global rubber value
chains” responds to the constraints, but equally to the
ambitions, identified in the sector strategy. The following
section explains the framework that will guide the imple-
mentation of the strategy. A detailed action plan setting
out what needs to be done, and by whom, is presented
at the end of this section.

The rubber products sector vision of becoming a global
provider of value added products based on higher pro-
ductivity and modern production techniques will require
the implementation of a realistic and achievable road map
to develop the sector. The following section explains the
framework that will guide the implementation of the strat-
egy. A detailed PoA indicating what needs to be done and
by whom is provided at the end of the section.

Five strategic objectives are considered necessary for
realization of the sector vision.

The first strategic objective is to create an environment
for attracting investment and finance into the rubber
products sector. This goal will be broadly achieved through
the following operational objectives and related activities:

Improve access to credit for private sector operators
Create access to low-interest credit

Establish a risk-sharing organization

Create the conditions to increase FDI in the sector
Improve the availability of capital

Establish a Rubber Development Fund.

The second strategic objective is to establish the regu-
latory framework and national quality infrastructure for
a sustainable and competitive sector along the value
chain. This major and crucial objective will be accom-
plished through six distinct operational objectives:

Establish a Rubber Board

Create and enacting rubber nursery regulations
Establish TSR factory regulations

Create a centralized registry for the various stakehold-
ers operating along the supply chain

Improve awareness of quality specifications in rubber
(RSS and TSR)

Establish a quality certification system.

The third strategic objective is to promote Myanmar’s
natural rubber and related rubber products industry
internationally. This goal will be reached through the fol-
lowing operational objectives and related activities:

Set up a website centralizing relevant information for
the sector

EstablishaMyanmar Rubber Trade Promotion Committee
Increase participation in trade fairs

Build up cooperatives and organize business matching
between buyers and sellers, investors and producers
Setup arubber exchange market or central rubber market.

The fourth strategic objective is to strengthen skills,
technologies and human resources to create value ad-
dition, higher productivity and quality in Myanmar’s rub-
ber products sector. This goal will be achieved through
three distinct but complementary operational objectives:

Improve skills and human resources
Update new technologies
Establish a Myanmar Rubber Research Institute.

The final strategic objective is to facilitate the availa-
bility of land resources and physical infrastructure in
the rubber products sector. This will be accomplished
through:

Implementation of land-use rights for forest land as well
as for vacant, fallow and waste land;

Improving the availability and coverage of utilities such
as water and electricity;

Improving communications network accessibility.



The broad range of activities, together with the complex
nature of integrated intervention, requires careful imple-
mentation that efficiently directs resources and monitors
results at both the micro and macro levels. To this end,
the MTDC was established in order to facilitate the pub-
lic—private partnership in elaborating, coordinating, and
implementing the NES. In particular, the MTDC is tasked
with coordinating the implementation of activities in or-
der to optimize the allocation of both resources and ef-
forts across the wide spectrum of stakeholders. Within
this framework, implementation of the rubber products
strategy also falls within the purview of the MTDC.

Such efforts involve directing donor and private and pub-
lic sector organizations towards the various NES priorities
in order to avoid duplication and guarantee maximum im-
pact. Responsibilities also include monitoring the results
of activities and outputs, while at the same time recom-
mending policies that could serve to enhance realization

of the strategic objectives. With a 360 degree view of pro-
gress, the Committee is best placed to manage funding
and provide regular reports to donors and stakeholders.
Moreover, the MTDC will play a key role in recommending
revisions and updates to the strategy so that it continues
to evolve in alignment with Myanmar’s changing needs.

A number of institutions will play a key role in the imple-
mentation of the PoA for the rubber products sector, as
illustrated in the trade support network section and the
PoA. These are institutions that have the overall respon-
sibility for successful execution of the strategy, as well
as support institutions that are active partners but not
leading institutions. Each institution mandated to support
the export development of the rubber products sector is
clearly identified in the strategy PoA.
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APPENDIX 1:
SECTOR TEAM MEMBERS

U Win Myint

Director

Ministry of Commerce

__|__ Organzaton | Emal

2008winmyint@gmail.com

Daw Ye Ye Win

Assistant Director

Ministry of Commerce

yywin07@gmail.com

Daw Nyein Nyein Tun

Assistant Director

Department of Industrial
Crop Development,
Ministry of Agriculture and
Irrigation (MOAI)

ms.nyeinnyeinhtun@gmail.
com

4 Daw Aye Aye Win Assistant Director Department of Industrial nansaban86@gmail.com
Crop Development, MOAI
5  Daw Cho Cho Mar Dy. Assistant Director Department of Industrial cchomar33@gmail.com
Crop Development, MOAI
6 U Aung Kyaw Nyunt Assistant Director Ministry of Commerce aungkyawnyunt97@gmail.
com
7 U Hla Than Staff Officer Department of Industrial
Crop Development, MOAI
8 Dr. Theingi Myint Staff Officer Department of Industrial tgimyint@gmail.com
Crop Development, MOAI
9 UTintSan Staff Officer Ministry of Commerce
10  Daw Mi Mi Htwe Staff Officer Ministry of Commerce
11 U Naing Oo DICD, MOAI naingoo83261@gmail.
com
12 U Thein Myint RTTCRP, MOAI theinmyintdcrt2013@
gmail.com
13 Daw Myint Myint Kyu RTTCRP, MOAI 09-250370683 hlahtay.myintkyu@gmail.
com
14 U San Yu Kyi DICD, MOAI
15 U Aung Myint Htoo MRPPA asianrubber@gmail.com
16 U Myo Thant MRPPA myothant@gmail.com
17 U Khine Myint MRPPA 2010khaingmyint@gmail.
com
18 U Hla Myint MRPPA hmyint.mrppa@gmail.com
19 Dr Mg Mg Myint Light House maungmaungmyinth@

gmail.com
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20 U Myint Han MRPPA nglrubber@gmail.com

21 U Soe Moe Naing Pho La Min Co., Ltd barbu1980@gmail.com

22 U Zar Ni Zaw MRPPA spszarni@gmail.com

23 U Zay Yar Lin MRPPA zayyarl@gmail.com

24 U Myo Zaw MRPPA

25 U Ohn Than MRPPA ohnthan01@gmail.com

26 U Soe Moe Yo Ma Star Rubber mintuntrading@outlook.
com

27 U Min Oo Aung Thu Kha Rubber minoo5511@gmail.com

28 U Myint Soe MRPPA, Bago Region

29  Dr Htin Kyaw Oo Yangon Tyre Co., Ltd evergreenmyanmar@
gmail.com

30 U Man Htain Win MRPPA, Mon State mehnhteinwynn@gmail.
com

31 U Kyaw Kyaw MRPPA , Mon State kyawpowerb4@gmail.com

32  Daw Mi Mi Htwe Ministry of Commerce

33 U Thet Oo MRPPA, Mon State thetoo@gmail.com

34 U Nay Moe Myint MRPPA, Mon State naymoe75@gmail.com

35 Tan Tan Win KBZ Bank tantanwin@KBZ

36 Zon Thet KBZ Bank zonthetpan@kbz

37 Sandar Aye Fuxing Brother Co., Ltd fuxingb@gmail.com

38 UHanSoe Rubber King Co., Ltd kohansoe2009@gmail.
com

39 U Han Tun Zaw Rubber King Co., Ltd lv.myanmar@gmail.com

40 U Khin Mg Win Rubber King Co., Ltd

41 U Tun Lwin EFR Co,, Ltd tunlwin@gmail.com

42 U Aung Linn MRPPA khfather.alin@gmail.com

43  SailLate Yong Xin Co., Ltd yongxintrading@gmail.
com

44 U Pyae Sone MRPPA pyittsoann@gmail.com

45  Daw Cho Cho Aung IMP Co., Ltd chochoaung65@gmail.
com

46  Nandar Win Media ndwin2011@ gmail.com

47  May Soe San Media

48 U Soe Win MRPPA

49 U Khin Mg Win MRPPA kmgwinmpce@gmail.com

50 U Than Sein MRPPA, Tanintaryi Region  uthansein@gmail.com

51 U Nay Lin Mg MRPPA, Tanintaryi

52 UTint Soe Pho La Min Co., Ltd

53 U Khin Mg Thet MRPPA, Bago Region
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APPENDIX 2:

RUBBER PLANTED AREA
AND PRODUCTION
(2005-2006 TO 2012-2013)

Productive area . Yield (pounds per

2005-2006 558 565 267 180 64 239 530.06
2006-2007 728 329 303 907 73 355 53214
2007-2008 935 800 342 930 88 528 569.13
2008-2009 1057 395 356 437 93 207 576.50
2009-2010 1143 427 411 688 111673 598.02
2010-20M1 1246 531 460 767 127 921 612.06
2011-2012 1342 202 490 151 149 619 672.96
2012-2013 (p.a.) 1435 931 527 693 164 425 686.94
2013-2014 (NP)* 1473743 565 650 165 097 643.47
2014-2015 (NP) 1529 315 610 692 178 789 645.43
2015-2016 (NP) 1590772 653 110 195 131 658.68

* According to the National Plan for Rubber Planting & Production (2013-2014 to 2015-2016).






APPENDIX 3:
INTERNATIONAL NATURAL
RUBBER TYPE AND GRADE
DESCRIPTION (RbS)

General Nothing but coagulated Slight resinous matter (rust) ~ Oxidized spots or The rubber must

Specs rubber sheets, properly and slight amounts of dry streaks, weak, heated be dry, firm, and
dried and smoked, can mould on wrappers, bale and burnt are not free of blisters.
be used in making these surfaces and interior sheets, permissible. Dirty packing,
grades; block, cuttings or found at time of delivery will sand, and all other
other scrap or frothy sheets,  not be objected to. foreign matter is not
weak, heated or burnt permissible
sheets, air-dried or smooth
sheets not permissible.

RSS 1 Each bale must be packed ‘Rust’ or ‘dry mould’ in an Under-cured, Clean, strong, sound.
free of mould. There is no appreciable extent appears  oversmoked, opaque  Free from blemishes
penetration of mould inside  in less than 2.5% of the sheets are not and resinous matter
the bale. Small pinhead bales sampled. permissible. (rust)
bubbles, if scattered, will not
be objected to.

RSS 2 Small bubbles and ‘Rust’ or ‘dry mould’ in an Under-cured, Clean, strong,
slight specks of bark are appreciable extent appears  oversmoked, opaque sound and free from
permissible in less than 5% of the bales  sheets are not blemishes

sampled. permissible.

RSS 3 Slight blemishes in ‘Rust’ or ‘dry mould’ in an Under-cured, Strong and free of
colour, small bubbles and appreciable extent appears  oversmoked, opaque blemishes
small specks of bark are in less than 10% of the bales  sheets are not
permissible sampled. permissible.

RSS 4 Medium-size bark particles,  ‘Rust’ or ‘dry mould’ in an Under-cured, Free of blemishes
bubbles, translucent stains,  appreciable extent appears  oversmoked sheets
slightly sticky and slightly in less than 20% of the bales are not permissible.
oversmoked rubber are sampled.
permissible

RSS 5 Bubbles and specks of bark  ‘Rust’ or ‘dry mould’ in an

are not objected to.

appreciable extent appears
in less than 30% of the bales
sampled.




APPENDIX 4:

MARKET DEVELOPMENT
OPTIONS — PRODUCT-BASED

ANALY SIS

The approach used by ITC in the market development
options design process relies on a number of analytical
elements such as:

The share of the target market in world imports (A);
The importer’s annual growth in value between 2008
and 2012 (B);

The concentration of supplying countries for this par-
ticular product (C); and

The average estimated tariff applied by the country (D).

For each product, between 9 and 15 key markets have
been identified and analysed, relating to the main import-
ers reported in ITC’s TradeMap tool, as well as based on
the identification exercise conducted during the stake-
holders’ consultations.

For each factor, scores were calculated with values rang-
ing from 0 to 1, with the highest performing country for
a particular factor given a score of 1 (and the worst per-
forming received 0).

The obtained scores were then weighed according to the
importance given to each one of them, as below:

A weight of 1
B weight of 3
C weight of 2
D Weight 2

A country’s overall performance index for a particular
product is then calculated by averaging the individual
weighed coefficients, using the following formula:

A+3B+2C +2D
8

Detailed tables presenting the factors for each product
are presented below.

Overall performance index =

The overall performance indexes for each product per
country are presented at the end of this section.
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Product: 4005 Compounded rubber, unvulcanized, in primary forms

China

42 33 33 10 0.49
Germany & [ 11 o 0.51
United States & 19 43 0 0.38
France 5 11 32 a 0.38
Poland 3 g 29 ] 0.37
Canada 3 11 80 o 0.32
Malaysia 1 124 76 0 0.66
India 1 30 10 10 0.53
Indonesia 1 13 24 0 0.41
Singapore 1 47 39 0 0.46
Thailand 1 12 24 o 0.39
Korea, Republic of 1 20 14 7 0.43

Product: 4010 Conveyor or transmission belts or belting of vulcanized rubber

United States

10 11 2 0.68
Germany 7 [ 7 1 0.70
China 5 12 23 11 0.49
France 5 1] 11 1 0.47
Belgium 4 [ 17 1 0.52
Australia 4 16 23 3 0.68
Canada 4 10 40 0 053
Russian Federation 3 17 10 7 0.72
Indonesia 2 20 15 o 0.77

Product: 4011 New pneumatic tyres, of rubber
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United States

17 14 12 1 0.69
Germany 2] 12 6 o 0.73
France 5 6 8 0 0.55
Canada 4 10 27 a 0.47
Australia 4 22 15 3 0.67
Mexico 4 19 28 16 0.46
United Kingdom 3 3 10 a 0.46
Indonesia 1 21 26 o 0.60
Horea, Republic of 1 16 18 7 0.49
Thailand 1 26 13 o 0.72
Viet Nam 1 27 22 0 0.69
Philippines 1 26 15 0 071
Cambeodia 1 24 43 0 0.61
Belarus 1 28 38 37 0.42
Product: 4013 Inner tubes of rubber
United States 10 4 33 1 0.51
Brazil & a5 55 15 0.64
Nigeria 5 11 82 17 0.32
Germany 4 7 24 0 0.50
Japan 4 1 24 0 0.45
United Arab Emirates 4 35 S 0.39
France 3 3 14 0 0.56
Malaysia 2 31 31 0 0.65
Cambodia 1 1 62 0 0.49
Viet Nam 1 1] 23 o 041
Bangladesh 1 13 29 11 0.37

Product: 6406 Parts of footwear; removable insoles, heel cushions etc.; gaiters etc.
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Italy 12 2 13 0 0.56
Germany 7 5 9 ] 0.60
United States 7 5 42 6 0.35
Romania 3 ] 37 0 0.43
Japan 5 4 65 12 0.24
Viet Nam 5 13 25 19 0.35
Hong Kong, China 4 4 a4 i} 0.37
China 4 1 17 22 0.17
Russian Federation 4 27 4] ] 0.50
Indonesia k] 39 13 0.64
Argentina 2 60 30 17 0.60
Brazil 2 54 3 17 0.56
Belarus 1 32 ES) 0 0.53
Bangladesh 1 25 32 25 0.24

Product: 8437 Machines for cleaning/sorting seed, grain; machinery used in the milling industry

India 7 14 13 7 0.63
Russian Federation 5 18 15 2 0.66
United States 4 3 10 0 0.60
Venezuela 4 24 11 11 0.63
Germany 3 27 0 0.39
Indonesia 3 8 41 i) 0.43
Kazakhstan 2 23 2 0.37
Saudi Arabia 2 43 47 5 0.71
Canada 2 7 37 0 0.41
Bangladesh 2 33 23 5 0.68
Viet Nam 2 6 22 i] 071
Thailand 2 15 22 0 0.53

Product: 400110 Natural rubber latex, whether or not pre-vulcanized

Malaysia £ 14 3428 99 0 0.49
China 22 19 2146 85 i 0.47
Belgium 7 18 3161 335 a 0.48
United Kingdom 4 17 3358 15 a 0.61
Japan i 29 4099 75 a 0.47
United States i -12 2067 22 a 0.37
Canada 3 24 3660 69 a 0.45
Germany 3 -16 2757 16 a 0.41
Karea, Republic of 2 0 2180 55 a 0.37
Brazil 2 23 2315 39 3 0.48
Indonesia 1 28 2233 33 a 0.52
Thailand 1 17 2479 90 a 0.39
India 1 &9 2129 33 69 0.49

Product: 400121 Natural rubber in smoked sheets
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China 22 11 65 4 0.55
Japan 16 7 93 0 0.46
India 13 53 26 20 0.82
United States 12 18 17 ] 0.53
Malaysia 4 24 34 0 0.63
Brazil 3 7 56 4 0.43
Singapore 3 13 61 o 0.47
France 3 11 81 o 0.43
Karea, Republic of 3 16 51 o 0.45
Germany 3 -6 £l ] 0.41
Turkey 2 10 70 ] 0.42
Belarus 1 53 99 ] 0.70
Product: 400122 Technically specified natural rubber

China 0 27 31 4 0.60
United States 17 20 53 0 0.47
Japan 10 19 59 0 0.43
Korea, Republic of 7 21 36 0 0.47
Malaysia 5 52 27 ] 0.60
Germany 4 50 18 0 0.67
India 3 43 24 20 0.46
France 2 13 22 0 0.52
Brazil 2 120 40 2 0.75
Turkey 2 19 41 o 0.43
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Product: 401699 Articles of vulcanized rubber n.e.s., other than hard rubber

Germany 12 6 7 0 0.68
United States 12 14 13 1 0.64
China 3 12 13 13 0.43
Mexico 5 11 27 6 0.41
Japan a 7 22 0 0.44
Thailand 4 12 21 ] 0.49
France 4 0 10 0 0.47
United Kingdom 3 10 o 0.54
Italy k] 11 i 0.47
India 2 16 8 10 0.58
Indonesia 2 19 21 1] 0.53
Korea, Republic of 1 10 21 6 0.38
Malaysia 1 11 13 0 0.50
Viet Nam 1 11 23 0 0.44
Bangladesh 0 40 17 15 0.60
Product: 440399 Logs, non-coniferous n.e.s.

China 48 17 8 1 0.77
India 23 22 29 5 0.56
Finland 5 -10 57 0 0.21
Sweden 4 4 32 0 0.29
Taipei, Chinese 2 1 43 0 0.31
Portugal 2 45 80 0 0.66
Canada 2 4 100 0 0.24
Japan 1 2 21 0 0.36
Korea, Republic of 1 4 21 0 031
Malaysia 0 3 24 o 0.38
Product: 440799 Lumber, non-coniferous n.e.s.

China 42 27 19 2 0.88
Thailand 4 -3 51 ] 0.27
Italy 3 -13 10 0 0.33
Viet Nam 3 4 48 n] 0.37
Japan 3 4 19 1 0.45
United States 3 3 18 0 0.36
Israel 3 8 18 0 0.51
Taipei, Chinese 2 3 i3 0 0.37
United Kingdom 2 1 15 0 0.44
Philippines 2 21 35 i} 0.62
Korea, Republic of 2 5 18 3 0.46
India 1 17 9 0.66
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Product: 940360 Furniture, wooden, n.e.s.

United States 21 -1 32 o 0.42
Germany g [ 13 a 0.57
France 6 -5 10 0 0.39
Japan & 6 27 0 0.47
United Kingdom & & 18 a 0.28
Canada 3 2 23 3 0.39
Switzerland 3 4 18 0 0.45
Russian Federation 3 11 13 34 0.38
Metherlands 3 -3 10 o 041
China 1 20 g 10 0.82
Product: 940421 Mattresses of cellular rubber or plastics, whether or not covered

United States 19 26 55 0 0.69
Germany 12 5 a1 0 0.48
France 7 2 30 0 0.46
lapan 6 11 34 1 0.52
Netherlands 5 9 24 0 0.39
Canada 4 10 a1 5 0.48
Switzerland 4 7 20 0 0.56
Austria 4 5 22 0 0.53
Italy 3 1 25 0 0.46
Australia 2 2 28 0 0.44
Korea, Republic of 2 42 18 7 0.83
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Rubber products: overall performance indexes

PRODUCTS
= — ~ (-] < < =2 —

§ 2z 3§ 38 § § ¢ EE§E
meorers 2 2 2 2 %2 2 3 § § § § § § %
Argentina 0.60
Australia 068 067 0.44
Austria 0.53
Bangladesh 037 024 068 0.60
Belarus 0.42 053 0.70
Belgium 0.52 0.48
Brazil D64 056 D48 043 075
Cambodia 061 049
Canada 03z 053 047 041 045 0.24 0.3% 048
China 049 049 0.17 047 055 060 043 077 088 D82
Finland 0.21
France 038 047 055 D56 043 052 047 0.3% 046
Germany D51 070 073 050 060 039 041 041 067 068 057 048
Hong Kong, China 0.37
India 0.53 063 049 082 046 058 056 D066
Indonesia 041 077 060 064 043 052 0,53
Israel 0.51
Italy 0.56 0.33 046
lapan 045 024 047 046 043 044 D036 D45 D47 D52
Korea, Rep. of 0,43 0.49 037 045 047 038 031 046 0.683
Malaysia 0.66 065 045 063 060 050 038
Mexica 0.46 0.41
Netherlands 041 039
Philippines 0.71 0.62
Poland 0.37
Portugal 0.66
Romania 0.43
Russian Fed 0.72 0s0 066 0.38
Saudi Arabia 07
Singapore 046 047
Sweden 0.29 045 056
Taipei, Chinese 041 0av
Thailand 039 0.72 051 0as 0.45 0.27
Turkey 042 043
UAE 0.35
United States 0.46 0.61 0.54 044 0.28
United Kingdom 33 ges 063 081 035 080 037 053 047 064 036 D42 DES
Venezuela 063

Viet Nam 068 041 035 071 0.44 0.37
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