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A:  Background-TheGermanCeylonCinnamonmarket

1. StrongdominationofCassia

1300-1500tons  of
werebetween660and800tons.Thisindicatesa

According  toGerman  FederalStatistics = Department,Germany imports around

CassiaperyearwhiletheCeylonCinnamonimports

strongdominationofCassiaoverpureCinnamon intheGermanmarket. Alsoaconstantgrowthon

importsofpowderedCinnamon  canbeobserved. However, there isnodifferentiationinHS classification

forpowdered cinnamonandcassia.ltisimportedunderthesameHScode.

Table 1
TotalGermanCinnamonlmports Import:Weight Import: Average
Value(US$} | importprice
MT Tsd.US$ inUS$perKG

2012

WA09061100 Ceylon Cinnamon 665,5 1327 1,99
(CinnamomumzeylanicumBlume),no

WA09061900 OtherCinnamon,non-powdered 1581,7 3271 2,07

WA09062000 Cinnamon, powdered 1141 2733 2,40

2013

WAQ09061100 Ceylon Cinnamon 795,5 1881 2,36
(CinnamomumzeylanicumBlume),no

WAQ09061900 OtherCinnamon,non-powdered 1502 3519 2,34

WA09062000 Cinnamon,powdered 1378,3 3537 2,57

2014

WAO09061100 Ceylon Cinnamon 796,8 2231 2,80
(CinnamomumzeylanicumBlume),no

WA09061900 OtherCinnamon,non-powdered 13314 3917 2,94

WAQ09062000 Cinnamon,powdered 2063,4 5721 2,77

ls—ggerecrgiStotlStlcsD—e.portementWIesbaden

DuetolackHScodedifferentiationforpowderedcinnamon,itcannot  bedistinguishedclearly ifitis derived from

CeylonCinnamon orCassia.Butthecountries ofOriginfortheimportedproduct,could provideanindication

whetheritismadefrom rawcinnamonorcassia.

However,itcannot bedeterminedincaseofathird country importsi.eNetherlands. Eventhough asitis, Table2indicates
anevenstronger dominationofCassiaCinnamon inthe German market. Particularlyduring the period from 2012 to
2014, powdered cinnamonimportsfrom Indonesia increasedfrom 602.2tonsto1291.2tonsand689tons, mainly

derivedfromCassia.

Assuch, themarket shareofnon-powderedCeylonCinnamon intheGermanmarketis29.61while

11.78%for  powderedCeylonCinnamon,which represents CeylonCinnamonfrom both  countries,



SriLankaandMadagascar.



Table 2

German ImportsofpowderedCinnamon,Top6 Import: Import: Import: Average
importersquantitywise Weight Value Value(USS) importPrice
MT Tsd.EUR Tsd.USS inUSS/KG
2012
Indonesia 602,2 774 993 1,65
Netherlands 352,1 801 1024 2,91
SriLanka 63,5 292 376 5,92
Madagascar 52,3 64 82 1,57
Vietnam 24 73 93 3,88
China 12,2 22 28 2,30
2013
Indonesia 687,6 974 1297 1,89
Netherlands 379,5 884 1172 3,09
Srilanka 85,2 329 439 5,15
Madagascar 71 123 165 2,32
Vietnam 63,3 131 174 2,75
China 36,1 80 104 2,88
2014
Indonesia 1291,2 2211 2970 2,30
Netherlands 318,4 776 1029 3,23
Austria 109,2 296 403 3,69
Madagascar 103,9 129 174 1,67
Vietnam 84,4 211 281 3,33
SriLanka 58,1 329 431 7,42

Source: FederalStatlstlcsDepartmentWlesbaden

2. TheCompetitorintheCeylonCinnamonMarket:

Although,CeylonCinnamonisproduced

inSriLanka,Madagascar

andSeychelles, Madagascaristhe

marketleaderforCeylonCinnamon inGermany with a highermarket shareof72% in20%as per thebelowTable 3.

Table 3
German top 3 | Import: | Import: Average Marketshare Change toprevyear in%
Ceylon Cinnamon Weigth | Value(USS) ImportPrice
Suppliers

MT Tsd.USS inUSS/kg MT Tsd.USS MT Value
2012
Madagascar 566,1 851 1,50 85,06% | 64,13%
SriLanka 93,7 466 4,97 14,08% | 35,12%
Indonesia 5,4 8 1,48 0,81% 0,60%
Totalmarket 665,5 1327
2013
Madagascar 639,8 1073 1,68 80,43% | 57,04% 13,02% 26,09%
SriLanka 107,8 741 6,87 13,55% | 39,39% 15,05% 59,01%
Indonesia 44 54 1,23 5,53% 2,87% 714,81% 575,00%




Totalmarket 795,5 1881 19,53% 41,75%
2014

Madagascar 571,4 1038 1,82 71,71% | 46,53% -10,69% -3,26%
SriLanka 103,6 877 8,47 13,00% | 39,31% -3,90% 18,35%
Indonesia* 120,2 306 2,55 15,09% | 13,72% 173,18% 466,67%
Totalmarket 796,8 2231 0,16% 18,61%
*Currently under revislon byGerman Federal Statistics Department, as requested by
Consulate/Frankfurtduetounexpectedhighfigure

Source:FederalStatisticsDeportmentWiesboden

Despitethefactthat thequalityofCeylonCinnamon from SriLankaisconsideredtobe higherthan

theMadagascarCinnamon, themarket shareforCinnamon from SrilankaintheGermanmarket is around 13-
14 %intermsofvolume. In termsofvalue,itisbetween35and39%duetothehigher average purchase price of Ceylon
Cinnamon. However,these figuresareonly appliedto non- powderedCeylonCinnamon. If wecombinethe
abovetables andinclude Cassiaandpowdered Cinnamontocalculatethetotal market
shareofalltypesofcinnamon, themarketsharefurther go downto193outof3,675.8tonswhichis5.25% in2013.

Moreover, itis notable, that the average price of CeylonCinnamon from Madagascar almost equivalentto the
averageprice ofCassia from Indonesia,while the averageprice ofSriLankan Cinnamonisabout 3-5times
higherthanthosetwo.

Consideringthe fact, that the German market usually ishighly quality conscious,the question ariseswhytheGerman
importsaresomuch dominatedbylowqualityCassiaorinferiorCinnamon fromMadagascar,
incomparisontoSriLankanCinnamon.

Furtherinvestigationonthisscenario,revealsthefollowingreasons
B.TheGermanCinnamonConsumption
1. Thelanguage:

Thespiceis alwayscalledas "Zimt"whetheritsCeylonCinnamon orCassia.Professionalsin trademay
addCeylonorCassiaas aprefix ,referring"Ceylon-Zimt"or"'Cassia-Zimt,but in general use,particularlyamongst
consumers, this differenceisnotcommon. Also,in food products which containsCinnamon, the
compositionof ingredientsusuallystates"Zimt" withoutanyreference towhetherCeylonCinnamonorCassia.

2. Thesocio-culturalcontext:
2.1. Cinnamonisconsideredas"ChristmasSpice' inGermany

Itisusedasamajor ingredientformanyvarieties ofChristmasbakeryproducts,someeven with
ahighconcentrationofCinnamon, where theingredientisevenpartofthename,like "Zimtsterne"(Cinnamon
Stars). During the Christmas season many types of Christmas
cookies,mostofthemaremadewithCinnamon(CassiaorCeylonCinnamon)are availablein the German
supermarkets.Thesesproducts are seasonal and availableonly during the Christmas season, from mid-
September tomid-Januaryinthefollowing year.Therefore, this period isthemain season for Cinnamon
consumption. The aboveconsumption behaviouralsocreated animpressionthat
CinnamonisonlyforConfectionaryfooditems.



2.2. LackofawarenessamongtheGermansoftheusesofCinnamon.

Cinnamon fitswellinto sweets.Cinnamon isaspicethatfitswelltomanysweetfooditems.
ThisistheimpressionforCinnamon amongthemindsofGermans. This shows, lackof awareness among the
Germans that Cinnamon could beused orsuitableto beusedin main cooking dishes. Asamatterof
fact, aquick search in anonline cooking recipe database inGermany revealed 3362recipes with Cinnamon
but almostallofthem were related tosweet fooditems,likedeserts(e.g.milk-
rice),cakes(pancake,applecake,etc.)or cookies.Thefewexceptions wererecipesfor maindishesfrom
AfricanorAsianorigin.None wasoriginalGerman.Thisindicates amajor
gapinGermancuisine,astheconsumptionof Cinnamon isnotusedindaytodaymaindishes.

3. Lackof knowledgeindifferentiationof CeylonCinnamonandCassiaamongconsumers

Asit isalready displayed in the language, the awareness of the difference between Ceylon Cinnamon and
Cassiaamong the end consumersisvery little to non-existent.Forthe vastmajorityofconsumers the spiceisonly
"Zimt". Thetraders haveusuallyundergoneatleast three years of vocationaltrainingin their field of business
and thereforeusually know the differencebetweenCeylonCinnamon
andCassiaverywell.Anyhow, theircustomersarenotwell acquaintedofthe difference.For Consumers,there
isnodifferencebetween CeylonCinnamon and Cassia. Therefore,itisconsiderablydifficult for the traders to
justifytowards their customers,the pricedifferencebetweenCeylonCinnamon from SriLankaandCassiaorCeylon
Cinnamon from  Madagascar,which  wasinthe ratio of 4.65:1 in2014,asstated above.This
furtherexplains,whyGermany issourcingCeylonCinnamon primarilyfrom Madagascar,where thepriceiseither
similartoCassiainsteadofbuyingthehigherquality CinnamonfromSriLanka

despitethefactthatGermansareusuallydemandinghighquality.

C: TheCeylonCinnamonShowatAnuga2015

TheSriLankaExport DevelopmentBoard in coordinationwith the SriLankaConsulateGeneral/ Frankfurtorganized
acooking show atthe culinary stageof Anuga2015. AsAnugaisthe world's leadingtrade fair for food and
beverages,the location was an ideal platformto stage new developmentsonCeylonCinnamon. Mr.
ErnstVleer,President oftheColonChefsAssociation was hired tostagetheshowtogetherwith
acomedian.HestagedseveralMembers ofhisAssociationin the cooking demonstration insupport andorganized
theparticipationofaboxingworld champion onthe stage, to raisemore attraction andaudience to the show. EvenMr.
Schramma,ahighly reputedformerMayor ofColognecametothestageinsupport oftheshow.

Theshowhasgiven prominencetothedifferencebetween CassiaandCeylonCinnamon. Butasthe audiencewasmostly
attendedbytraders andGastronomy professionals,astrongemphasiswasalso placedoncookingfulldisheswith
CeylonCinnamon,asthisaspectisyetmissinginGermancooking.
TheshowwasheldinGermanlanguagetoparticularlyattracttheaudienceofthehostcountry andthiskeymarket
andattendedbyaround 60-100Guests.

Theshowwaswellreceived.TheSecretaryGeneraloftheEuropeanSpiceAssociation,Mr.Gerhard Weber stated after the
show,that "the show precisely hit the soft spotoftheGermanCinnamon market,"byshowcasingthatCeylonCinnamon
ismore thanjustaningredientforChristmascookies. Alsoother Guests, followingtheshowstated,that
duringtheshowthey've gotten aware,that they haveyetbeen blind, asthey hadonly considered Cinnamon
asaChristmasspice, not foranything else.But thefoodspreparedduringtheshow haveproventhemwrong.

Certainly itisto benoted, that ashow like this canonly setaninitialsparkfor the audience to reconsider

theuseofCeylonCinnamon inanextended manner. Anyhow,thereception oftheshow



indicates,that thefocusonestablishing CeylonCinnamonasaspiceforfulldishesishighlywelcome amongGermans.

D:Followup

Asthe CeylonCinnamon Culinary Showat Anugaconfirmed,there isamajor gapinthe German Cinnamon
consumptionwith regardto itsuse asaspiceforfulldishes.ltisrecommendedtobuild

newstrategiesonthisaspect,asithitsintoaweakspotintheGermanmarket.

While the differentiationbetweenCeylonCinnamon andCassiais couldleadonly to increasethe market
shareofCeylonCinnamon to acertain limit which isthe currentmarketpotentialforboth cassiaandcinnamon,a
strategy onfocusingtheuseofCeylonCinnamontocreatefulldishes could leadto expand the market of Cinnamon itself.
Thismeans:ThepromotionofjustdifferentiatingCassiafrom Cinnamon couldleadtoamaximumincreaseinthemarket
shareto11% whichwas US

118MillionUSSmarket in2014(includingpowderedCinnamon).

Targetingtoincreasethemarket shareshouldfocusonincreasingthecurrentmarketpotential. As
anypromotioninitiatedin  thisregard  should alsobeconnected  with  the PureCeylon  Cinnamon
brand,whichcomplementstoanincreasedmarket shareinthegainedCinnamonmarket.ltisalsoto
beconsidered,thattheGermanCinnamon marketwith itsstrongpreference ofCassiaisestablished

fordecadesduetocompetitiveprices.

Further,theestablishedstructuresanduserhabitsmakeitisextremelydifficulttoreachevenasmall market
shareincreaseof1%or2%inthismarket. Particularly duetothefact, thatthemainfocusof the German spicetraders, isto
maintaintheir profitmargin, which bestcasestaysthe same.ltis difficultfor them to passthe additionalcost to the

consumers or justify the price difference by switchingtoCeyloncinnamon fromCassia.

Therefore astrategy toincreasethemarket sizebyeducating theendconsumers  onthealternativeusesof Ceylon
Cinnamon (throughawareness programmesand recipes) could pave the way to createinterest amongtheconsumers
insearchforCeyloncinnamon. Hence,thedemandforCeylon Cinnamon fromthe consumers will enablethe traders

topurchaseofthe sameandsetapremium price. Asaresult,traders couldexpandpurchasingofCeyloncinnamon
whilereducingthequantity  ofinferiorsubstitutesandincreasetheir profitmargin. Thisapproach
alsohelpstoovercome the obstaclesforpromotioninanestablished market

forcassia,asitismoresimilartocreationofanew market.
Insummary, if we candisseminate the informationamong the consumers of the possibilities of creatingmanypopular
Germanstyledisheswithcinnamon wouldenableustopopularize theuse of cinnamon among the German Consumers

and also could change the common perceptionof cinnamonissuitableforChristmascookiesonly.

TheTradeDivisionoftheConsulateGeneralofSriLanka alreadyhadaMeetingwith HonoraryConsul
ofSriLankaMr.NihalSamarasinhatofurtherdiscuss ~ theoptions  andstrategiesavailabletoincrease  the  market
shareofSriLankanCinnamon given hiswide experience inthe Germanhotel industry.
Alsothetopic,tochangetheimageofCinnamon tobea full-year-spicewasdiscussedwithSecretary
GeneraloftheGermanSpiceAssociationandtofindcostefficientapproachestoachievethemarket

expansionstipulatedabove.

E. Strategic Approaches:

Asdescribed above,mediaadvertisementcampaignsarenot considered asanappropriatechannel to create an image
change of Cinnamon from Christmas Spiceto full-dish-spice.On one hand, campaigns likethis would bemore

expensive,than the market potentialorvalueofCinnamon in



Germany.Otherreasonis,thatitwillalsorequire toteachGermanshowtoincludeCinnamonintheir cooking. If they would
just know, that CeylonCinnamon canbeawonderfuladditionto loadsof dishes,but withoutknowing howtouseit,they

would notuseit.Forthisreasonasuitablestrategy would requirefollowingitems:

a) Requirements
-First,toachievetheintendedimagechangeistohaveloadsofgoodGermanstylerecipescreated
basedontheuseofCeylonCinnamon. (Currentlywehavefour recipeswhichwerecreated byMr.

ErnstVleerfortheCeylonCinnamonCulinaryShowatAnuga2015.)

-Second,tofindsuitable communicationandpublicationchannels,tomaketherecipesavailablefor

thebroadGermanpublic.

-Third,toshowGermans,theuniquetasteofusingCeylonCinnamonintheirmaindishes.
Notonlyhavingtherecipesavailablebutalsorequires toencourageorinfluence themtostartusing intheircooking.

-Multipliers:Asageneralmedia promotionistooexpensive,severaltypesofMultipliersneedtobe identified,that could
beusedtodisseminate theinformation aswellas thewaysandmeans to encourage the
usageofCeylonCinnamon.Relevantmultiplierscouldbe :Gastronomy professionals, likehoteliers

andrestaurantchefs,professionals fromfoodindustries whouse spicesetc.

b) Promotionaloptionsavailable:

1. Hon.ConsulNihalSamarasinhahassuggestedasmall promotionalbrochure with a  Sachetof powdered Ceylon
Cinnamon and a piece of cinnamon  stick together  with a recipe both in  German/English
language(includingareliable contact person who could supplyitfrom Germany) could beplaced inthe restaurants
andhotels. Heoffered hisgeneroussupport bydistributingit amonghisHotelchainsincluding6hotels inFrankfurt
whichattracts morethan150,000customers perannum. Hefurtherofferedto assisttheSriLankanCinnamon Industry
bydistributingitamong  other  hotels inFrankfurt areawhere hehasgoodcontacts. Thisoption
istargetorientedandcost effective.lfanexporter wishestooptthisoption to market

hiscinnamon, inGermanyHon.Consul Samarasinghewould assisthim.

Importantonthisapproach would betohavealocaltrader whom wecouldmentionimprintedon thesamplewith

hiscontact details where wecouldassurethat heissellingPureCeylonCinnamon from
SriLanka.Thisismandatoryaswhoever isattractedbythis promotionalsomust beableto
immediatelypurchasethePureCeylonCinnamon,asotherwise,thepromotionwould befornothing

orthecompetitorMadagascarwouldprimarilybenefit fromthispromotion.

Inadditiontotheabovehefurthersuggestedtoestablishcontact with VapianoRestaurantChainto encourage them to
create somenovelty disheswith cinnamon intheirrestaurants. Vapianoisa restaurant Chainwhichlabelled
itselfasrestaurantwhich prepare eachdishfresh asrequested by thecustomer.lfwecould negotiateandofferthema
suitable benefit,likesupplyof complimentary CeylonCinnamonfor
aboutoneyearormoreforcreatingoneortwoCeylonCinnamonbaseddishes which areoffered inallVapianoRestaurants

to maketheir customersopen-up fortheideatouse CeylonCinnamoninfulldishes.

2.AsperDiscussionwith Mr. Weberfrom EuropeanandGermanSpiceassociation,theAssociation
issuesasmallimagepromotionmagazine.ltispublished byamedia company hired by them and issued twice a vyear.
Anyhow, asthe idea is, to get the image of Ceylon Cinnamon awayfrom
Christmasspice,itisrecommendedtohaveanarticle inthefirst issueofayear.Articles wouldbe writtenby that media

company, but they would require background informationand picture.



Important could be, next to pictures, where we have the publication rights,alsobackground informationon how
Cinnamon ismanufacturedin SriLanka.Anyhow, itisnotyetclear,if the magazineforstart 2016

isalreadyfullornot,meansifwecangetanarticleinsidefor2016 orifwe havetowaituntil 2017.
3.ChefCompetitionforthebestrecipebasedonpurecinnamon

Asper the requirementof having sufficientamount of recipes available which combine German cooking with the
useof PureCeylonCinnamon, itwill berequiredto targetChefsto startusing CeylonCinnamon
formaindishesandsharingtherecipes.Toachievethiswewould recommend to organize acompetitionamong German
Chefsfor the best Europeanstyle CeylonCinnamon Dish wheretheycanwinaprize.(Forexample
a2weektraveltoSriLankafortwopeople,oramonetary price,anyhow, itmust beattractiveenough for German Chefsto
make them want to win). This competition wouldalso require support from some German organizationlike
Associationof

Gastronomy IndustrytopublishthecompetitionamongtheChefsandtoselectthewinner/evaluate
therecipes.Theaimofthisideawould bedouble:

-Onehand we would get agood amount of recipes which wecould publishamongGermanson recipe-websites.

-Ontheother handitwould makeallthechefs, whoareparticipatinginthecompetitionstarttouse CeylonCinnamon
formain dishesandmakethem explore the opportunitiesofthis spiceto create evenbetter meals.Weareofthe view that
thiscouldresult  inagoodamount ofRestaurantswho then startcooking with CeylonCinnamon  ontheir
own.Bestcasescenariowouldbethat theyeven might introduceadish labelled asCeylon Cinnamon Dishon theirrate-
chartwhich would also promotethe idea among their customers who then might look on the internetfor
recipeswith CeylonCinnamon. Anyhow, thisdevelopmentwould notbeinourhands, butcouldariseoutofan

initialsparklikethechefscompetitiondescribedabove.

4.Soonasthe recipesarereceived from Mr. Vleerwe will sendCinnamon samplescollectedat Anugatogetherwith
contact detailsoftheexporters  andtherecipestotheMembersoftheGerman  SpiceAssociation.Thosemembers
aretheactualspicetraders. Providingthem withproductsamples might result inraising their interestinsourcing directly
from SriLanka.Therecipesweshareare intendedforthemtosharewiththeircustomers, stipulatingthemalsoto

lookintoCeylonCinnamon asaGeneralusespice,notonlyaChristmasspice.



