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ABOUT THIS PAPER
This market brief has been prepared by the Pacific Trade Invest New Zealand.

This report examines the market for kava in New Zealand and aims to give
Pacific Island exporters and other interested parties an overview of the New
Zealand market; key market trends; market requirements; and market
opportunities.

KEY WORDS: kava, Pacific Islands, New Zealand, market research, trade,
export, functional beverage.

DISCLAIMER

While every effort has been made to ensure that the information hereinis
accurate, PTINZ does not accept any liability for error of fact or opinion which
may be present, nor for the consequences of any decision based on this
information.
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About kava

Piper methysticum is a member of the family Piperaceae (pepper). As with
many other South Pacific crops, it is propagated vegetatively. According to
Dr Vincent Lebot, the most reliable available evidence indicates that kava
originated in Melanesia (probably modern Vanuatu), where it has spread
throughout the Pacific. Numerous cultivars of kava exist, each with its own
growing requirements, appearance, psychoactive properties and even
flavour.

Piper methysticum is the scientific name for ‘kava’ a word of Tongan origin
that has come to be the most frequently used international name for the
drink. Within the Pacific Islands there are many names used that can
differentiate noble varieties in each of the Kava producing countries, as
there are various usages of the drink that are linked to local cultural
practices, varieties of the plant and effects of the terroir.

Below is a non-extensive list:

Fiji: yagona

Hawai'i: ‘awa, ‘ava

Kosrae: seka

Marquesa: kava-kava

Niue: kavainu

PNG: at least 37 names, including ka, wati
and in the Western Province sika, saka
Pohnpei: sakau

Samoa: ‘ava’ava

Tahiti: ‘ava, ‘ava ‘ava, evava

Vanuatu: at least 30 local names including maloku, malohu, gea
(BankIslands), gi (Torres Island)

Traditionally, kava is a beverage prepared from the either dried or the
green main stump or rhizome, peeled basal stems, and unpeeled roots,
crushed and strained through water (The National Quality Standard of
Export, Vanuatu). Its effects are sedative, soporific, and relaxing, providing
a sense of calm and clear-headedness without the excitability, eupho-

ria, or loss of inhibition that accompany alcohol consumption (Aporosa,
2015).

In order for the roots to be ready for use as kava, they must be carefully
cleaned and dried. It is imperative to properly dry kava in order to
prevent the growth of mould and the potential presence of aflatoxins
(Rowe, 2012). Kava quality is cognisant of the use of noble varieties and
the preparation process. The

ability to distinguish between quality product and tudei (cultivars
producing longer, less desirable effects) or other varieties is important.
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Kavalactone can also be
extracted using an eth-
anol, acetone, or water
solution for use in ther-
apeutic supplements.
The use of the non-water
extract has been at the
centre of health con-
cerns and will be dis-
cussed further below,
however, the inclusion of
kava in nutraceuticals represents one of the largest potential growth
markets. The use of non-water solvents reportedly optimizes the
kavalactone extraction yield, often resulting in higher concentration of
these active compounds, but also other potentially less desirable
flavokavains and alkaloids.

For instance, the abundance of flavokavains A and B in the ethanolic kava
preparation was reported to be about 100 times higher than in the
traditional aqueous kava preparation (Bian, 2020). In terms of yield, there
seems to be a consensus that acetone is the best solvent for the extraction
of kavalactone compounds, followed by ethanol, and finally water (used in
traditional preparation and some nutraceuticals).

Each of the 19 different kavalactones isolated from kava, have a different
physiological effect (Celentano et al 2019), while six are considered
responsible for 96% of the pharmacological activity. These are classified as
the major kavalactones, while the others (a number increasing as further
studies are completed) are minor.

The efficacy of kava is attributed to the synergistic effects of several kava-
lactones. In defining a kava cultivar’s chemotype, the proportion of the six
major kavalactones is listed in decreasing order. The kavalactones are then
numbered and used to determine the kavalactone profile/chemotype of a
kava cultivar. In general, over 70% of the total kavalactone content is made
up of the first three kavalactones. The first three kavalactones of a particu-
lar chemotype are therefore of particular interest to traders and produc-
ers.

This qualitative system of tracking kava is effective because kavalactones
are genetically controlled, which ensures that kavalactones are preserved
through successive generations of cultivars. Kava cultivars in Vanuatu
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are classified into four groups: noble, medicinal, two-day (also known as
tuder), and wichmannii. Among these cultivars, only those classified as
noble kava are approved for export (The Kava Act, Vanuatu, 2002) . This
restriction is the result of the fact that the effects produced in the user
may vary greatly, and noble cultivars produce a more rewarding and safer
experience. A high kavain content, in particular, makes noble kava more
effective in providing anxiolytic effects, whereas dihydromethysticin-for-
ward cultivars (tudei) produce more overpowering and/or unpredictable
effects, including nausea and headaches that can last for several days.

Kava-flavoured lollipops, cocktails, vape cartridges, chocolates, and a vari-
ety of other value-added kava consumable products are currently availa-
ble in the United States, but not in New Zealand or Australia.

Despite the fact that this represents a potential future industry, caution
should be exercised as long-term effects of these products have yet to be
determined (AddictionResource, 2019).

Kavalactone name Attributing Effects

Demethoxyyangonin MAQ B Inhibitor/ Dopamine Booster
Dihydrokavain Relaxing/Sedative

Yangonin Stimulating/Creative
Kavain Happy/elevated
Dihydromethysticin Sedating/long-lasting
Methysticin Pain-relieving
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History

Thereis no doubt that kava is one of the most
important crops cultivated in the Pacific. Over the
past 3,000 years, it has been an integral part of
rites and traditions in Pacific Island nations, used
for everything from celebrating a baby’s birth to
grieving a loved one’s death, as well asin
traditional medicine (Aporosa, 2015).

Researchers believe that it originated in
northern Vanuatu, along the early migration and
trade routes around the Pacific, reaching Papua
New Guinea in the west, Hawaii in the east, and
New Zealand Aotearoa in the south, where it
failed to grow (Lebot and Levesque, 1989).

A historical reference states that Dutch naviga-
tors named Le Maire and Schouten saw kava on
Wallis and Futuna in 1616 (KalmwithKava, n.d.).
The voyages of Captain James Cook to the South
Pacific most certainly included the encountering
experience of kava. In the Natural History
Museum in London, England, there is a botanical
drawing of kava dating back to 1769. Later, George
Forster, a naturalist, journalist, and revolutionary
who accompanied his father, also a renowned
naturalist, on many scientific adventures
including Captain James Cook’s second Pacific
voyage, described kava in detail: “Kava juice is
extracted from the roots of a kind of peppertree.
Theroots are first made into pieces and then are
chewed by people who later spew out the pulp
into a bowl containing coconut or cold water.
After this, the mix s filtered through the coconut
fibers and then emptied into a separate bowl for
consumption.”

Many island nations, such as Pohnpei (Microne-
sia), Vanuatu, Fiji, Tonga, and Samoa, retain much
of their traditional use of kava, while other are-
as, such as Te Au Maohi (the greater Rarotonga
group of islands), French Polynesia, and Hawaii,
have reduced or eliminated the use of kava alto-
gether due to colonial contact and influence of
missionaries.

Kava exposure varies significantly depending on
the dosage range, frequency of administration,
and, perhaps most importantly, the preparation
method and therefore the chemical composition
of kava products (Bian, 2020). Consequently,
these variations can be expected to resultina
variety of safety profiles. Historically, there have
been limited safety disputes surrounding
traditional kava use. A small number of cases of
hepatotoxicity have been reported in Western
countries since the late 1990’s and early 2000's.
As aresult of these adverse events, kava was
banned as a herbal anxiolytic drug in Germany
between 2002 and 2014 (Kuchta, Schmidt, &
Nahrstedt, 2015).

An advisory was also issued in March 2002 by the
U.S. Food and Drug Administration (FDA). There
are anumber of hypotheses regarding the
causes, including the use of low-quality cultivars,
the adulteration of non-root parts of the plants,
the improper handling and storage of kava
materials, the possibility of drug-herb interac-
tions, kava overdosing, and others. There has
been no validation of any of these proposals,

as the products associated with the purported
cases have never been accurately identified
(Schmidt, 2014).

The hepatotoxic potential of kava is therefore
suggested as an idiosyncratic phenomenon. The
World Health Organization concluded in 2007
that drinking kava as a beverage does not cause
irreversible, long-term health complications. This
finding led to the German courts overturning the
longstanding ban on kava imports in 2015,
however approval was again withdrawn in 2019
when it was determined that there was a lack

of data on the anxiolytic effects (Thomson and
Schmidt, 2021).
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Cultural Practices

In Fiji, dried kava root is traditionally presented to
the village head when visiting a village.

On accepting the kava root, the villagers prepare
the kava drink in a large wooden bowl (tanoa). In
the first instance, the first bow! of the kava bev-
erage is served to the highest-ranking chief of the
village. Other village heads take turns before it is
offered to everyone else.

There are more kava varieties in Vanuatu (80)
than anywhere else in the world. Kava is often
consumed at local kava bars, called ‘nakamals’,
and drunk while standing. Unlike some of the
other Pacific Islands, drinking kava is usually a
solitary practice. It is common for men to share
kava with their neighbours, sometimes as a

Kava Ceremony, Fiji (Source: Wkimedia Commons)

means of resolving disputes between them.
Traditionally, it is common in Vanuatu to drink
kava at births, marriages, and deaths, as well as to
offer it as a gift to the ancestors. In addition, kava
is considered to be a gateway to the supernatural
world and used in ritual ceremonies (Corcuran,
2008).

In Tonga's informal kava drinking practices, kava
is served in rounds with those sitting farthest
away receiving first service from the ‘tou’a,” an
unmarried young woman (traditionally, women
are not permitted to participate in kava drinking)
(Lemert, 1967). Refilled bowls of the kava bever-
age served are passed around until everyone has
drunk. Men must sit cross-legged throughout the
ritual, and often discuss politics and sports, play
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Media in 19th Century New Zealand displayed an
anthroplogical interest in kava. (Source: Heritage Images
Online, Auckland Libraries.)

guitar, and sing until the next round of drinking
begins. Informal kava drinking can last up to eight
or nine hours. The rules of formal kava ceremo-
nies differ from those of informal drinking rituals.
Rather than a tou’a, the male chief distributes
kava by calling the first participant, with a servant
delivering the kava between the parties, and so
on until all the participants have completed the
ceremony.

In the Pacific diaspora commmunities around the
world, kava consumption is becoming increas-
ingly prevalent and has introduced kava to a new
generation of non-Pasifika kava drinkers, who use
the substance primarily for recreational purpos-
es; for relaxation and/or medicinal purposes, as a
means to reduce anxiety and facilitate sleep.

However, there are others who have drawn on
kava's traditional meanings and sociocultural
function to both enhance and expand their sense
of identity through the practice of kava drinking.

Among indigenous users as well, there has been a
change. For instance, extremes between old

and urban contemporary styles of kava con-
sumption can be found (Showman, 2015). In
contrast to urban contemporary Ni-Vanuatu kava
drinkers who tend to stand and drink, urban Fijian
and Tongan kava drinkers, including those in
diaspora, generally mix and serve the beverage
from a designated bowl to those seated on woven
mats.

According to some, the latter is more in keeping
with Pacific cultural values, in which some believe
that standing and drinking kava is disrespectful. In
some instances, kava continues to be consumed
within its traditional environment, while in other
instances, new user groups have emerged who
position the drink and its associated practices as
uniquely Pacific.
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Pharmacology and Health
Benefits

The pharmacological activity of kava is attributed
to six key psychoactive compounds called kava-
lactones. The sensory feeling of slight numbness
of the tongue and lethargy are caused by these
psychoactive chemicals acting on receptorsin
the central nervous system (Singh, 2009).

Kava plays an important role in traditional
medicine and is used across the Pacificas a
remedy to calm nervous conditions, induce sleep
and relaxation, counter fatigue, and reduce body
weight. Other medicinal uses include treatment
of urinary tract infections, asthma, rheumatism,
headache, fever, gonorrhoea, and syphilis, as well
as use as a diuretic and stomachic (Lebot and
Cabalion, 1988). Consumed in beverage form,
kava exhibits mild local anaesthetic and
analgesic effects as well as antifungal and anti-
bacterial properties (Singh, 2009). The use of
kava for medicinal purposes is now widespread,
including in Europe, North America, and Australia,
where it is used to treat anxiety, nervous tension,
restlessness, mild depression, and menopause
related symptoms (Restorative Medicine, n.d.).

The pharmaceutical market for kava existed in
Germany and France as a prescribed drug for
many years, used in capsule form for psycholog-
ical disorders, considered a natural replacement
for drugs such as Valium (diazepam) that relieve
the symptoms of stress and anxiety. The
understanding of German scientists of the
pharmacology of kava as early as the 1930s can
be traced back to German colonisation of Samoa
and New Guinea before World War I. Prior to the
initial ban, the German Commission E recom-
mended kava for the treatment of nervous
anxiety, stress, and restlessness, and kava has
been recognized by contemporary pharmacolo-
gy as an effective anxiolytic (Blades, 2016; Sarris
etal.,, 2013), as well as an effective alternative to
hormone replacement therapy (HRT) for women
(Braun and Cohen, 2010; Cagnacci et al., 2003).

healthy

newzealand

In more recent years, -
kava has been used in GOIERVA 4.200mg |
cancer research, specif- I
ically in the treatment of
ovarian, bladder, colon
and lung cancers, as well
as leukemia (Lim, 2016).
Kava has been widely
reported for its medici-
nal benefits, but it has also
gained increasing interest
as arecreational

beverage and alternative to
alcohol, to the point that it
can now be found in fran-
chised barsin the United
States (Showman et al.,
2015; Wolinski, 2018). There
are some USA bars that mix
kava with other substances such as
alcohol or kratom to potentiate its
effects, which has raised the
concern of several medical profes-
sionals due to the risk associated
with ‘drug interactions’ '515%585.
(AddictionResource, 2019).

STRESS SUPPORT"

Kava Root
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Im & relaxed feeling*

In Steiner’s (2001) article, ‘Kava as
an anti-craving agent’, he reports - =
preliminary findings concerning
the use of kava in the treatment of
alcohol, tobacco and/or cocaine dependency.
Braun and Cohen (2010) also discuss the bene-
fits of kava for

treating withdrawal symptoms associated with
benzodiazepine use. They report that kava “may
have an anxiolytic effect beyond the benzodiaze-
pines”, and that “withdrawal symptoms following
discontinuation of benzodiazepines occurred
somewhat less frequently under treatment with
kava extract, and even if they did occur, the
anxiolytic effect remained.”
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As an additional point of interest, kava has been
used as acomponent of two New Zealand addic-
tion rehabilitation programmes; one in the Bay of
Plenty aimed at alcohol abuse and another in the
Marlborough region, a smoking cessation program
with a 90% success rate (Daunauda, 2016). A
further finding by Marotta (Aporosa) is that the
use of kava and talk therapy is extremely valuable
in his work with heroin addicts in Thailand and
Massachusetts, USA.

The anti-craving properties of kava are said to
work particularly well when kava is used in a more
traditional setting, such as a form of talk therapy
that encourages conversation between people.

Several randomised, double-blind, placebo-
controlled trials of certain standardised kava
preparations have demonstrated beneficial
effects on anxiety measures (Sarris, 2013).

However, further well-designed trials are required
to confirm these effects. The majority of clini-

cal trials on kava extracts have used one type of
kava extract (containing 70% kavalactones) and

it cannot be assumed that similar results will be
achieved with other kava extracts. In addition, well
defined standardised kava preparations have
been compared with certain standard anxiolytics
in clinical trials involving patients with anxiety. The
results of these studies suggest that kava extracts
may be as effective as certain standard anxiolytic
agents, however further investigation is neces-
sary (Thompson, 2004; Bilia, 2017; Blade, 2016;
Braun and Cohen, 2010; Geier, 2004). Recently,
Waikato’s D. ‘Apo” Aporosa won the Fulbright
scholarship to study the effects of kava on Post
Traumatic Stress Disorder (Marriner, 2022).

Kava’'s anxiolytic effects are supported by data
from pharmacological studies, although many
traditional uses of kava have not been scientif-
ically examined (Aporosa, 2022). A substantial

number of pharmacological studies have exam-
ined the effects of the synthetic kavalactone
(O-kavain rather than the natural compound
(b)-kavain (Sarris, 2013). The standardised kava
extracts have generally been well tolerated in
placebo-controlled clinical trials; adverse events
reported have generally been mild and transient,
and similar in nature and frequency to those re-
ported for placebos. A clinical trial, however, can
provide only limited information regarding the
safety profile of a drug (Aporosa, 2022). There
have been spontaneous reports of hepatotoxic-
ity associated with the use of kava preparations
since 2000, however further research
determines this to be idiosyncratic (Thomsen,
2020).

In this context, kava was prohibited from being
used in unlicensed medicines in the UK in 2003,
and all licensed kava products were removed
from the market in the EU. An expert working
group in the UK reviewed evidence in 2005
regarding the hepatotoxicity of kava and conclud-
ed that there was insufficient new evidence to
change the regulatory position, which means that
kava cannot be included in unlicensed medicines
(Richardson, 2007).

Avoluntary recall was also initiated in Canada and
Australia, and in the USA, consumers have been
warned of the risk of liver toxicity associated with
the consumption of kava-containing products.
Reports of liver toxicity have been reported in
association with supplements containing ethanol
or acetone- extracted kava rather than kava as a
water-based beverage, an ongoing issue which
has been debunked by the WTO Risk Assessment
Report.

An ichthyosiform (scaly, non-inflammatory) skin
condition, termed ‘kava dermopathy’, is also re-
ported following the chronic consumption of kava
preparations (Norton, 1994).
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Global Outlook

Global Production

Kava is currently grown almost entirely in the
Pacific region. It makes a significant contribution
to rural livelihoods in Pacific Island producing
countries. Itisanimportant cash cropand a
significant source of income and employment for
rural households and those involved in its har-
vesting, processing, and sale.

There are reports of people attempting to grow
kava in the warmer parts of the USA and in South
America, Australia (Civil Beat, 2021) and some
parts of Southeast Asia, although there is no
commercial trade in these regions yet (Henry,
2022). This represents a very real threat to the
Pacific kava market; South American countries
with more significant resources and processing
facilities, as well as areduced transport distance
and cost would more than likely be a preferable
supplier of kava to the North America and
European markets.

Data from the Government of Vanuatu puts kava
as the largest export product in Vanuatu as of
2021, representing 51% of the total export
receipts. It has been increasing in both value and
volume, up 20% or 46 tonnes on the previous
year, and increased 6% in price, generating an
estimated VTV939 million in annual export
earning providing income to over 30,000 house-
holds across many of the country’sislands.
Livelihood income is generated from kava
through direct export of kava chips, local sale in
‘nakamals’ (kava bars), value-added products,
and services along the value chain such as pack-
aging and transportation. Most kava from
Vanuatu is exported to New Caledonia, Fiji, US,
Guam, China, Kiribati, and New Zealand (Civil
Beat, 2021).

According to the 2020 Fiji Agricultural Census
Report, 26% of households in Fiji are engaged in
growing kava, with an approximate production
of more than 12,000 tonnes. Fiji exports kava to

markets including other Pacific nations, New
Zealand, to the European Union, USA, and some
Asian nations. In 2020 Fiji's kava exports were
worth FJ43.6 million, up 34.3% on the previous
year. The Fiji Ministry of Agriculture’s latest
market price data puts waka at FJ107.50/kg and
lewena at FJ74.58/kg. Some value-added
processing is done in Fiji including kava supple-
ment drinks and kava capsules, but itis generally
exported as powdered product made up of dried
roots (waka) and chips (lewena). The domestic
market is substantial and is considered as
valuable as the export market, witha consump-
tion value of over FJ1billion in 2020.

The global kava root extract market size was
valued at US$1.02 billion in 2021. The market is
projected to continue growing significantly for
the remainder of the decade, forecasted at over
US$3 billion (Fortune Business Insights, 2021).

The market is anticipated to see greater
penetration in untapped markets such as India,
Dubai, and China. Additionally, increasing aware-
ness about kava’s medicinal and therapeutic
benefits provide a positive impetus to its use in
various functional foods and beverages, another
industry slated for substantial growth.

There are several companies experimenting with
kava as an ingredient in skincare, along with other
health and beauty products, and s likely tobe a
growing export market in the coming years.

Global Trade

There have been significant changes in the
market for Fijian kava and kava products over the
last two decades. While the domestic market
currently dominates the industry, it has not
always been the case.
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Alarge demand in Europe for medicinal and
pharmaceutical kava created a ‘kava boom’ in the
late 1990s, with export sales many times greater
than the current level. Nevertheless, kava toxicity
claimsin Germany led to the decline of the boom
due to liver damage suffered by a few patients. As
aresult, international concern was raised about
the safety of kava products, and in 2001
Germany banned kava and its products (Kuchta,
2015). PROINVEST3 provided assistance to the
Pacific kava-producing countries and their
stakeholders, including the European Union, in
rebutting this claim (PHAMA Plus, 2018). A

major role was played by the International Kava
Executive Committee (IKEC) in organizing
international meetings and coordinating with
Pacific Ambassadors in Brussels. World Health
Organization (WHO) subsequently cleared the
claim of liver toxicity, and the ban was lifted in
2015. Nevertheless, exports to the EU have not
resumed in any significant way and Germany
reversed the decision again in 2019 (Thomson,
2021).

According to anecdotal evidence, many EU and

UK kava consumers purchase from online
suppliers based in New Zealand and the United
States (Kava Forums, n.d.).

The kava boom and subsequent bust highlight the
necessity of strict regulation and quality control
for products such as this. As a result of the boom,
there were many unscrupulous dealers and
fly-by-night operators who traded inferior quality
or tudei varieties.

Due to the lack of supporting infrastructure and
mechanisms at the time such as standards and
legislation, it is necessary to re-examine the
industry in order to chart a clear course for the
future and avoid future incidents similar to those
that occurred in Europe. PHAMA Plus (2017) has
worked with Vanuatu, Samoa, Tonga, and Fiji to
develop standards on quality control for kava.

Today, there is a marked difference in the kava
market, with the majority of kava traded with and
between the Pacific Island Countries and
Territories (PICTs). Within the PICTs, kava is
primarily traded for beverage purposes,

Kava comes to the New Zealand cultural mainstream. Here,
a kava ceremony at Hillary College, Otara, Auckland in 1973.
(Source: Heritage Images Online, Auckland Libraries.)

Prime Minister of New Zealand David Lange (right) at a kava
ceremony. (Source: Heritage Images Online, Auckland
Libraries.)
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whereas outside the region, it has both beverage
and medicinal/pharmaceutical applications.
Despite its small size inrelation to the PICT
region, the US kava market has the potential for
significant growth, with a number of new kava
bars offering high prices for the best quality kava
on the market (Wolinski, 2018).

In the three main destinations beyond the Pacific,
the beverage market is concentrated both in the
Pacific Islands and in Pacific Island(er)
communities. Kava is consumed as a beverage by
all three island groups of Micronesia, Polynesia,
and Melanesia. It is most commonly consumed in
Fiji, Vanuatu, Kiribati, Samoa, and Tonga, while
lesser quantities are consumed in Solomon
Islands, Papua New Guinea, and the Federated
States of Micronesia. In Australia, New Zealand,
and the United States, kava consumption is large-
ly concentrated among Pacific Islanders, with a
small market for non-islanders and Indo-Fijians
(Aporosa, 2015).

Nonetheless, this has changed in the USA, where
over one hundred Kava bars have opened,
increasing the popularity of the beverage among
non-islanders (Aporosa, 2019; Wolinski, 2018).
Based on the results of a market scoping mission
undertaken by the Fiji's Ministry of Agriculture in
2015, the market for Fijian kava is estimated to be
worth approximately US$15 million per year. It was
estimated that this could easily grow to 20 tonnes
per year if export prices were reasonable. The
estimates provided here have proven to be very
conservative.

Development of a regional standard for kava
products has been under consideration for some
time by the Codex Alimentarius Coordinating
Committee for North America and the South
West Pacific (CCNASWP). The purpose of the
regional Codex standard is to protect the health
of consumers, assure quality and promote trade.
The standard is intended to cover kava products

for use as a beverage when mixed with water and
does not apply to kava beverage as such, or
products used for medicinal purposes, or as
ingredients in foods, or for any other purposes
(ANZ Food Standards Code). Codex recently
approved the regional standard which will
harmonise national standards, including those of
Fijiand other Pacific countries (FAQO, 2020).

Australian regulations on kava started in 1997.
People without a permit were restricted to 2kg per
person, followed by a complete ban in 2007 for
indigenous communities in the Northern Ter-
ritory, while a 2kg limit remained for the rest of
Australia. In 2020, the Codex Alimentarius codi-
fied the regional standard for kava as a beverage
when mixed with water (FAQO, 2020; Blades, 2018).
While this was being drafted, the Australian
Federal Government announced a pilot
programme in Port Vila Vanuatu for A $1.9 million
over four years to increase consumer access to
kava (Aporosa, 2019). Restrictions were eased

in Australia and the limit was raised to 4kg per
person. The second stage of the pilot programme
which would allow for the commercial
importation of kava for non-medicinal purposes
was delayed by the Covid-19 pandemic, but after
commencing in December 2021 has so far seen
183 exporters exporting nearly 100 tonnes of kava
into Australia, with a 73% labelling compliance
rate.

PHAMA Plus is working with the Australian
Department of Foreign Affairs and Trade to
monitor the impact of commercial kava pilot

on kava-growing countries in the region. This
includes looking at the number of companies ex-
porting to Australia, the value of kava exports and
changes in the livelihoods of growers and other
kava value chain actors (Nintione, 2022).
Australian regulations on kava started in 1997.

When analysing the scope and scale of the kava
market, itis important to keep in mind that the
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product is relatively new to world commmerce. The
widespread commercialization of kava only be-
gan 40 years ago, despite the fact that the bever-
age has been consumed for thousands of years in
Pacific Island cultures. As a result, exporting
nations and retail product manufacturers
became driven to meet consumer demand. The
repeal of the European bans and the introduction
of kava bars to the United States is encouraging
expansion of the kava market. As long as proper

quality controls and standards are set, the market
is poised to expand further.

However, unlike an established commodityina
market that has matured over hundreds of years,
there are relatively few institutions, systems,

and standards that exist for kava. A very limited
amount of public data is available regarding the
kava trade outside of key Pacific exporting
countries.

Kava Importing Countries

[167130]

101405

150048

419056

255264

158707

187193

(Source: NZ MPI Import Data. Quantities in kg.)
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Kava processing in Vanuatu. (Source: PTI NZ Image Library)

Powdered kava. (Source: PTINZ Image Library)
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Key Global Trends

Affecting kava imported to NZ. Data sourced from IHS Connect Global Trade Atlas.
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NZ Market Overview

A significant opportunity to supply New Zealand
with kava exists for Pacific Island exporters, as
both the Pacific diaspora and new consumer
markets are showing growth. New Zealand
importers have cited a present lack of consist-
ently available, quality kava in the market and
subsequently expressed an interest in

working with exporters and co-operatives to
import high quality kava from the Pacific Islands.
Market opportunities were also identified in the
value-added kava products such as nutraceuti-
cals, provided that the supply is consistent, and a
high-quality standard is maintained.

The New Zealand market for kava is expected to
grow as the population of New

Zealand becomes increasingly diverse and the
interest in connecting with the Pacific part of New
Zealand’s identity grows, as well as an increased
interest in the ‘sober-curious’ movement by
young people, and a prioritisation of health and
wellbeing.

Product Types

Powder

The most commonly found form of dried kava
roots and most frequently purchased by those
who like the more traditional and interesting way
of preparing and drinking kava. It's also the most
affordable form of kava. The traditional powder
should be placed in a strainer bag, immersed in
warm water, and then kneaded hard for
approximately 10 minutes. It can make a strong
and full-flavoured, but smooth and relatively easy
to drink beverage.

Instant Kava

Instant kava is a fantastic option for beginners,
those who cannot be bothered with the tradition-
al preparation techniques and seasoned

drinkers looking for a more convenient option.
These products are made by dehydrating freshly
prepared, strong, green kava (obtained through
a cold-water extraction of freshly harvested kava
roots) until all that remains are the pure instant
granules. The instant powder is incredibly fine,
smooth, and potent. It can be mixed directly with
water or juice without the need for kneading or
straining. Instant kava is more expensive than any
other type of kava, but it also offers a remarkable
combination of potency, smoothness, ease of
drinking and convenience. It is usually enough to
use just 30-50 per cent of the amount of
traditional kava to get similar effects.

Ready to Drink Kava

As the name suggests,
this form of kava is
simply pre-made kava
drink that can be enjoyed
without any additional
preparation. As such, it
is the most convenient
and easy-to-consume
form of kava. This can
be made from either
fresh (green) roots or
from dry powders. Both
are shelf-stable at room
temperature for up to
one year from the date
of manufacturing and
produced in a state-
of-the-art facility with
only two ingredients, kava and water, without any
chemical extracts or preservatives. While there
are not many options currently available on the
market, this product is in product development.
It is shelf stable without causing any significant
damage to its properties and can be more potent
than what can be achieved at home via manual
preparation.
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Micronised Kava

Thisis a slightly more controversial form of kava.
In essence, micronised kava promises the con-
venience of instant powder at a more affordable
price. This is achieved by grinding the kava root
so fine that the resulting powder can in theory
be mixed directly with water or any other soft
drink (just like with the instant kava, no filtering
or kneading necessary). This process requires
extra work but nowhere near as much work as
the making of instant or ready-to-drink kava and
hence micronised kava can be relatively cheap.
However, the problem is that even the finest
powder is never as smooth as instant or properly
strained traditional kava and for some people
this form of kava is more likely to cause stomach
upsets than any other form of kava. Thisis true
for all micronised kava, including the most premi-
um versions of it, that are made by not just fine
grinding but also by the removal of some of the
hardest fibres (known as makas) prior to milling.

Nutraceuticals

Nutraceuticals containing kava are advertised as
being designed to support the mind and body in
times of stress and anxiety. One common
method of preparation for anxiolytic kava is
ethanol or acetone extraction (though some
companies use a water extraction) and the
solvent-free extract is packaged into the final
product in the form of tablets and capsules. Due
to the potential risk of hepatotoxicity from these
products, Germany banned kava’'s clinical
anxiolytic use in 2002.

Although the WHO cleared the claims and
Germany lifted the ban for a time, other EU
countries were slow to follow, and more clinical
data are required before its re-entry as a clinical
anxiolytic agent.

Due to concerns about the long-term

safety of kava-containing nutraceuticals, these
products have warnings to not consume for a
period of longer than six weeks, with alcohol, while
pregnant or breastfeeding, or while on some
types of medication. Kava nutraceuticals
represent a market of high growth opportunity.

Health and Beauty

There are very few kava-containing health and
beauty products currently available in the New
Zealand market, however as innovation in the
Pacific continues, businesses are likely to be able
to export the soaps, haircare, and makeup
products being created. There is opportunity
here for partnerships with New Zealand manufac-
turers or processing facilities to gain the
resources required for large-scale production
and exploit the brand of New Zealand made
products.

Market Structure

The structure of the New Zealand import industry
for fresh produce can be segmented into three
tiers based on commercial size.

Large commercial importers

Large commercial importers are aligned with
kava-containing health products and
nutraceuticals. These tend to be exported from
the Pacific Islands to processing plants in India,
before entering New Zealand for further pro-
cessing and packaging. These companies tend to
supply health stores and pharmacies.

Medium commercial importers

There are several small-to-medium sized
companies which specialise in importing and
distributing kava. Restricted by their size and the
demand for kava, these companies (often sole
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traders) deal only in limited quantities and carry
out any necessary repackaging. Such enterprises
tend to purchase between 50-100kg of kava per
month.

Small importers (informal)

This tier consists of small family, friend, and
church networks. Products are imported directly
from their home countries (such as the Pacific
Islands) through family connections and supplied
to their own local buyers such as dairies and
independent retailers, as well as those in their
social circles. One commercial importer believed
that one in five Fijian households in Auckland im-
ported, or had close connections with someone
who imported kava

Commercial buyers consider consistency in
supply and quality, packaging, price as key
factors in their purchase decision. With emphasis
on quality and consistency of supply, the large
buyers have the established infrastructure and
systems in place to supply national retailers and
consumers effectively. Quantity of kava supplied
is significant, with one large buyer importing over
12,000kg of kava via China and India after
processing for the nutraceutical market.

In terms of final product, the New Zealand market
can be splitinto three main categories.

Thefirstis the beverage sectors, which has two
sub-sectors: traditional/ceremonial; and for
regular use as a social and relaxation drink, which
includes the new generation of kava drinkers. The
Food Standard stipulates that the claims can-
not be therapeutic in nature — they cannot refer
to prevention, diagnosis, cure or alleviation of a
disease or condition. ‘Relaxation’, ‘well-being” and
‘improved sleep’ are not medically defined con-
ditions and thus can be addressed with kava as a
food product.

The nutraceutical market is arelatively new
market segment for kava. Non-food products that
make therapeutic claims with a named condition
must be backed up with scientific

evidence and are regulated by the New Zealand
Ministry of Health. In 2021, the New Zealand
government decided to regulate natural health
products under the Therapeutic Products Bill.
However, they won't be regulated as therapeutic
products or as foods, and will have their own
regulations under the Bill.

Herbal medicines could be considered a third
category as the kava is used with other herbal
plant material as health supplements but does
not go through the process of extraction with any
chemicals. The market for this product category
is potentially large and needs to be developed

in Asian countries, particularly China and India
where 60% of the population regularly use herbal
medicines.

Demand Factors

The New Zealand market for kava is small and
noted to have potential to grow further driven by
the growing cultural diversity of New Zealand'’s
population with the growth of many of ethnic
communities.

There is a good demand for kava from the

Pacific Island population in New Zealand.
According to the 2018 Census, 381,642 people of
Pacific ethnicity were living in New Zealand, an
increase of 28.96% on the 2013 Census (Stats NZ,
2019). The majority of the Pacific Island ethnic
group live in Auckland, approximately 63.9%, or
15.5% of Auckland’s population.

Throughout New Zealand were 777,836 people
identifying with the Maori ethnic group, up 29.6%
from 2013. The most recent estimate of the New
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Kava ceremony at a hotel in Fiji. (Source: Royal Davui Island Resort)

Zealand Maori community is 875,300 or 17.1% of
the entire population (Stats NZ 2019) While Maori
people have not traditionally drunk kava, the
beverage in increasing in popularity with this
group as a means to identify more closely with
their Pacific identity.

The Asian population in New Zealand represents
an untapped market for kava and kava-including
supplements. These populations have strong
social institutions of using herbal and homeo-
pathic medicines and would be relatively easy to
educate and convert to kava use and purchasing.
The Asian population in New Zealand increased
from 471,708 to 707,598 people in the 2018 NZ
Census (an increase of just over 50%), with the
majority residing in the Auckland area (Stats NZ,
2019).

Since the beginning of the COVID-19 pandemic,
there has been a growing demand for products
that improve health and wellbeing. The global
functional food and beverage industry is
expected to grow to US$158.3 billion by 2023 and

is exhibiting growth in all market segments
(Research and Markets, 2021). The largest
market for growth is expected to be China. New
Zealand-based consumers are increasingly
turning away from alcohol, soft drinks, and juice
for kefir, kombucha, and natural energy drinks.

People of the Pacific diaspora tend to buy larger
quantities of kava for social or traditional

drinking, while new kava drinkers are more likely to
buy smaller quantities to drink alone.

Conservative estimates suggest that around
30,000 people drink kava in New Zealand
regularly (Aporosa, 2019), though the majority of
them purchase kava from those who have
imported it without a license.

There is a growing number of kava bars in New
Zealand, located in city centres across the
country. Some offer kava only, in a more tradition-
al setting, while some offer a selection of
‘functional’ beverages such as kombucha.
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Global Trade Atlas Kava Data

m Tonga m Cooklslands; = Fiji
= Samoa ® Vanuatu m PNG
2017 2018 = 2019 2019 2020

Vol kg | $ Value [ Vol kg | $ Value | Vol kg | $Value | Vol kg | $Value | Vol kg [ $ Value
Cookls 10 135
Fiji 83,655 | 21M 95,381 |31M 79,236 [29M 98643 |32M 108,115 | 3,261,119
Samoa 5 75 400 7095 |23 806 228 9,965
Tonga 3713 | 29,363 | 12147 | 79,385 | 34,765 | 47442 | 124,238 | 130,162 | 164,250 | 134,068
Vanuatu | 1045 | 78,228 | 670 62,994 | 5,824 | 233,936 | 4,157 374,875 | 3,556 | 456,059
PNG 8,617 61981 |105 4487
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Kava drying in Vanuatu. (Source: PTINZ Image Library)

Import Statistics

Three significant problems contribute to the
lack of accurate kava trade data. The first is that
kava has been a largely informal market for many
years, so a large portion of the kava exported

to New Zealand did so in suitcases of travellers.
COVID-19 allowed for a slightly clearer picture
as international borders were closed so suitcase
imports were not possible. There was a large
jump in reported kava imports to New Zealand
throughout 2020-2021 which may indicate the
new reliance o formal exports for the New
Zealand market.

The second is that global trade data cannot be
relied upon for a clear picture of trade. Pure kava
exports (most common form of export) are
classified under the tariff code 121190049 (NESOI

primarily for use in perfumery, pharmacy or insec-
ticides) or 12129900 (NESOI Vegetable products
of akind primarily used for human consumption)
which is a catchall category shared with “other” or
NESOI products. Despite a presumption that the
majority of exports from the Pacific in this
category are kava products, re-exports become
indistinguishable from other products when
passing through an intermediary country like India
or China, as kava for use in pharmaceutical and
nutraceutical products is (BePure, 2022).

The third issue that arises and is under consider-
ation by Pacific regulatory bodies is the lack of a
standardised method of capturing data
surrounding kava. The PICTs have different
reporting requirements on kava grown and
exported, which doesn’t allow for clear
comparisons between the countries.
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New Zealand Market
Requirements

The following discusses the import requirements
for kava as a food, under the Food Standards Act.

Itis preferable that all documentation be

written in English. For documents not written in
English and where an inspector cannot determine
whether New Zealand’s import requirements
have been met, MPI reserves the right to require
the importer to obtain a translation (at the
importer’s expense) from a competent authority.

(1) Regardless of any requirement for a phytosan-
itary certificate, unaccompanied consignments
must be identified by means of documentation
such as a bill of lading, airway bill or invoice,
except in certain conditions.

(2) Other forms of documentation (e.g.,
manufacturer’s declaration or certificate) are
recommended to clarify the commercial
processing and packaging details of the
commodity concerned, especially if the product
contains multiple ingredients or has undergone
considerable processing.

(3) Manufacturer’s declarations or certificates
must be issued on company letterhead by a
person authorised to act on behalf of the
company and must include:

a) their signature, job title and date

of issue;

b) name and address of the supplier (if
different to the manufacturer);

c) identity of the product (description

or brand name);

d) details of processing; and

e) date of manufacture.

(4) If these details are not clear, a consign
ment may still require inspection

Import Process for Fresh Kava

Fresh kava must be sourced from a production
site that uses standard commercial

cultivation methods that comply with the princi-
ples of Good Agricultural Practice (GAP) including
pest control, harvesting, sorting, cleaning, inspec-
tion, and packaging.

Phytosanitary inspection

(1) Asample unit for the purpose of this IHS is an
individual fresh kava tuber.

(2) The National Plant Protection Organisation

(NPPO) of the exporting country must:
a) Sample each homogeneous grower lot
of fresh kava. The minimum sample size
forinspection must be based on a 95%
confidence level that not more than 0.5%
of the unitsin the lot are infested as set
outinISPM 31;
b) Visually inspect each sample unit
according to official phytosanitary proce
duresin accordance with ISPM 23. Guide
lines for inspection and ISPM 31.
Methodologies for sampling of consign
ments for all regulated pests required by
New Zealand;
c) Verify that Basic Measures have been
applied;
d) Reconcile that the number of packages
presented for inspection is consistent with
documentation;
e) verify that traceability labelling is com
plete; and
) verify that phytosanitary security is
maintained for the consighment.

(3) The NPPO must contact the New Zealand
Ministry for Primary Industries (MPI) to establish
the regulatory status of any pests not listed in
Biosecurity Register for Imported Commodities
(BORIC) and found during an inspection.
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Phytosanitary certification

(1) Each consignment must meet the require-
ments set out in Part 3 Inspection, Verification
and Documentation Requirements and be ac-
companied by a phytosanitary certificate issued
by the NPPO in accordance with ISPM 12. Phy-
tosanitary certificates.

(2) The phytosanitary certificate must include
the following where applicable:
a) Sufficient detail to enable identification
of the consignment and its component
parts. Information must include country/
place of origin.
b) The scientific name of fresh kava (Piper
methysticum).
¢) The following certifying statement, or a
variation that is compliant with ISPM 12.
Phytosanitary certificates and has been
approved by a Chief Technical OfficerCTO

This is to certify that the plants, plant products
or other regulated articles described herein
have been inspected and/or tested according to
appropriate official procedures and are
considered to be free from the quarantine pests
specified by the importing contracting party
and to conform with the current phytosanitary
requirements of the importing contracting
party, including those for regulated non-
quarantine pests.

(3) If a consignment of fresh kava is stored in
another country in transit to New Zealand or
opened, split up or has its packaging changed
prior to when it arrives in New Zealand, a
phytosanitary certificate for re-export is required
from the transiting country, in accordance with
ISPM 12. Phytosanitary certificates, and must
accompany each consignment.

Packaging for Exporters

(1 All packaging and packaging material must be
clean, and free from soil and other contaminants.

(2) It must be possible for an inspector to identify
the product (e.g., the labelling is ideally in English
and the labelling is not damaged). MPl encourag-
es importers of commodities covered by this IHS
to have packaging and labelling written in English
to expedite the importation of the commodities.

(3) Food safety standards on composition and
labelling are detailed below.

Requirements for retail food labels

Food labels must:

- be part of or attached to the food

- be easy toread

« be written in English

- have the right information to meet the rules of
the food standards code, the Fair Trading Act
1986, and the Weights and Measures Act.

- alot/batch identification: this enables you to
trace your product if it needs to be recalled

- an accurate name or description of the food:
and some foods (for example, processed meat,
honey, and infant formula) must use the exact
names from the code

- the name and physical address of your New
Zealand or Australian business: A PO Box, web
site, or email address by itself is not enough.
The food label must clearly have a date mark for
foods with a shelf life of less than two years.

This should be written as one of the following:

- Use by: if the food could make people sick if
consumed after a certain date.

- Best before: if the food declines in quality but is
still safe to be consumed.

- Bkd on/Bkd for: if your product is bread with a
shelf life of less than 7 days.

- Also to be included any specific food storage
instructions needed to keep the food safe to eat
for the duration of the shelf life.
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Food warning and advisory statements

Some ingredients or foods need to be avoided by

some people. This could be because they have

an allergy or because they are pregnant. Products

that contain these ingredients need to include a

statement on their label.

There are three types of statements:

« Allergy declaration: ingredients that can cause
allergic reactions for some people.

« Warning statement: only applies to some
types of food (such as royal jelly and kava).

« Advisory statement: applies to certain foods
or ingredients which may cause health risks for
some consumers.

All kava packaging needs to have the statement
‘May cause drowsiness.’

Most food labels must clearly have the following.

There are some exceptions.

« Nutrition information panel (NIP).

« Ingredients list.

« Irradiated and genetically modified food
information.

« Percentage labelling.

« Amount of food.

These are optional but have rules that must be

followed:

« Nutrition content claims and health claims.

« Health Star Rating.

« Nutrition information panel (NIP)

« A nutrition information panel (NIP) shows the
amount of energy, protein, fat, saturated fat,
carbohydrate, sugars, and sodium in a food. It
has an amount per serving and per 100g or
100ml for each nutrient.

NIP must meet the rules about layout and con-
tent as stated in the code.

Ingredients must be listed in descending order,
including additives. There are rules about how

these are listed that won't be discussed here.

If it is chosen to make nutrition content or health

claims about the product, it must:

« be able to prove the claim that has been made

- add the nutrition information for the claim to
the Nutrition Information Panel (NIP). This rule
overrides any exception to having a NIP.

Packaging must state how much food it contains
in appropriate unit of measure (for example kg, g,
ml, ) in text 2mm or bigger.

For manufacturing/processing - the food label

must:

- be part of or attached to the food

- be easy toread

« be written in English

« have the right information to meet the rules of
the Code, the Fair Trading Act, and Weights and
Measures Act.

The label may be:

+ on the package, or

« if there is more than one layer of packaging, the
label needs to be on the outer package.

. If the food is in a transportation outer, the label
needs to be clearly visible through the outer.

The food label must clearly have:

« an accurate name or description of the food:
Some foods (for example, processed meat,
honey, and infant formula) must use the exact

names from the food standards code

- alot/batch identification: to enable you to trace
your product if it needs to be recalled

« net contents of food in an appropriate unit of
measure: (for example, kg, g, ml, ) in text size
2mm or larger, and be near the name of the food

- the name and physical address of a New

Zealand or Australian business. A PO box, web-

site, or email address by itself is not enough.

- the price

« a GSl1barcode.
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(Source: New Zealand MP1.)
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(Source: New Zealand MPL.)
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Competition

Competitive Landscape

Because of kava’s position as an ingredient
trading in the larger health and wellness market,
there are two types of competition to consider
here: competition for wholesale kava supplies
and also competition for other ingredients that
trade in the same market.

This makes the industry’s current threat from
new competition high. Any new kava growing
origin, like those that might emerge from South
America, South or Southeast Asia, is a potential
new competitor. The Piper methysticum plants
are relatively easy to grow (preferring lower eleva-
tions, consistent moisture, and partial sun, and is
often grown under the shade of another crop like
taro or coconut) they’re hardy and can be plant-
ed almost anywhere in the tropics.

Fresh or ground kava root without considering the
costs for differentiation (certifications, branding,
standards, quality scheme, etc.) is relatively easy
and inexpensive to reproduce. The threat of new
entrants to competition may also include any
other ingredient or product that can be viewed

as a potential substitute for kava, whetheritis a
mood-altering socialisation consumable (such as
alcohol, marijuana, or kratom), or a health
focussed, natural ingredient like those found in
calming and sedative teas - valerian root,
passionflower etc — which are readily available at
supermarkets and health stores.

Any producer of a new novel health trend is a
potential new competitive threat to the kava
industry. The Blue Pacific’s position here is very
weak and in need of protection from
differentiation. The Regional Kava Development
Strategy aims to look into this area to protect kava
as a specifically Pacific product.

Kava exporters face widespread competition
from kava producers in other Pacific nations.
Commercial farming is present in Fiji, Samoa,
Tonga, Vanuatu, Papua New Guinea, and

other PICTs. Most of these farms supply the large
domestic markets, however those wishing to
export still face a great deal of competition.
Partially due to the reputation of middlemen,
many producers want to do it all themselves,
reducing the quality of the kava and placing
self-imposed restrictions on their commercial
export capability due to their more limited total

supply capacity.

Onamore micro scale, the three to five year grow
time means kava farmers cannot enter the
market immediately. This presents a time
constraint on market entrance for new growers.
Many Pacific governments have been
supporting kava growing initiatives and the plant
is easy to grow. Many households have their own
plantations for personal consumption, however
the knowledge and financial investment to grow
kava in in export quantities at the quality level
demanded by consumers is harder to achieve.

Each individual farming household has little
bargaining power, as producer/exporters have

ALL CONSIGNMENTS OF FRESH
KAVA MUST BE

Intact, sound & clean

- rot, signs of shrivelling & dehydration

- any visible foreign matter

- damage caused by pests affecting
the flesh

- abnormal moisture

Able to withstand transportation & handling

Fresh kava MUST NOT include flowers,
leaves or any other plant parts

Fresh kava MUST ONLY be used for human
consumption
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multiple domestic sources. However, if they were
to work as a collective unit, Pacific farming house-
holds would have considerable power. Only a

few producers are vertically integrated to supply
their own kava and importing kava from other
countries would be cost prohibitive (although Fiji
imports a great deal of kava from Vanuatu).

Gate prices are strongly dependent on

natural weather disasters, so farmers have the
ability to set much higher gate prices if supply is
low. The long grow time also means that if crops
are destroyed (or stolen), the unaffected farmers
will have higher selling power.

Kava Frequency: Annual

Pacific Island Countries and territories: Fiji
Indicator: Farmgate price

Commodity: Kava

Unit of measure: FJ$/kg

Time

2013 25.75
2014 34.5
2015 36
2016 80
2017 71.25
2018 80
2019 95
2020 90
2021 70
Pacific Data Hub (SPC)

In New Zealand, the ratio of low-mid quality kava
to premium is skewed towards the low quality.
The large informal market makes it easy to
acquire kava, especially in city centres with a high-
er population of the Pacific diaspora.

Some commercial buyers of kava estimate that
about one in five Pacific households in Auckland
import kava for personal use or on-selling from
family or friends back in the Islands.

Price Factors

There are several factors that heavily

influence prices for kava. Gate prices can be
seasonally dependent due to natural disasters
and adverse weather conditions, and also due to
overall

supply; if supply is limited, kava farmers are able
to negotiate higher prices.

Importers can get landed kava for anywhere
between NZ$40 and NZ$120 per kilogram,
depending on the quality of the kava, quantity
purchased, country of origin, packaging, and
product type. Exporters should note that
importers are generally unwilling to buy the
standard of kava available at NZ$40, as their main
criteriais quality, and they will not risk their
reputation by offering low end kava. For refer-
ence, the kava landed at NZ$120 is premium
single origin Vanuatu kava, processed in HAACP*
facilities, with excellent packaging. * Hazard Anal-
ysis and Critical Control Point

Due to the unregulated nature of the kava
industry, prices can be very volatile. Farmers are
capable of setting their prices,

middlemen frequently take a cut and may not
add value, and shipping

companies are beginning to charge per kilogram
rather than by volume as it has been identified

as a high value cargo. Freight in general has in-
creased due to a global economic recession. In
addition, informal buyers are able to import up to
15kg without a license, which floods the diaspora
market with cheaper, unregulated kava (Elbourne,
2022).

The global average per Ib of kava for preparation
as abeverage is US$60.37 retail, as of June 2022
(Kava Forums, 2022).
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Key Success Factors

Product Quality

Quality is important for a new exporter seeking
industry buy-in. A bad shipment can affect the
reputation of not just the buyer, but the kava
industry as awhole, therefore it is important to
getitright. Improved production and postharvest
practices were highlighted as areas which can
contribute significantly to better quality;
ensuring kava is properly cleaned and dried,
tested, and contains only root of noble kava
cultivars, specifically a starting combination of
kavalactones 2, 4, and 6.

The quality parameters of kava are generally
assessed on the following factors:

« Cleanliness: It is of critical importance that the
kava has been properly cleaned and dried.
Standards for contamination (filth), mould, and
moisture are not ubiquitous, so going above and
beyond will present the kava product as best
quality. Using standard methods, heavy filth will
not exceed (a) 0.63% of dry weight basis. Heavy
filth exceeding (b) 0.63% but less than 0.7% will
be considered to be lower quality. Heavy filth
exceeding (¢) 0.7% will be rewashed and redried.
The ash content should not exceed 6%.

« Hygiene procedures and testing: Methods of
sampling and analysis, including determination of
moisture content, and the method for determi-
nation of kavalactones using the acetone color-
imeter method will reassure buyers of the quality
of the kava. Moisture content should not exceed
12%.

« Maturity: Though kava can be harvested after
three years, the market preference is for five
years.

« Texture, colour, and aroma: The colour should
be the characteristic light brown/grey colour,
while the texture should be consistentin
whatever grind has been specified. The aroma
should have a similar scent to the plant, with no
underlying smells indicating contamination.

« Cultivation method and geographic origin: The
condition of the soil the kava is grown in plays a
partin determining the overall quality of the kava.
Farmers and exporters can improve their soil by
increasing overall fertility, using organic
processes, and ensuring the kava gets appropri-
ate sunlight and water.

Packaging

When shipping pre-packaged kava for consumer
purchase, packaging must be durable enough to
handle transit, well-sealed to ensure no moisture
can enter, and display the correct information.
Informal, tests kava, adds label to vacuum pack at
home with ingredients and details, branding

Relationship Building

Building a relationship with the buyer is critical
factor for success. Advice from New Zealand
importers is to establish a relationship and
gradually build your exports, seeking to improve
with every shipment.

When sending samples, ensure to send a true
representation of your product rather than those
you have determined as ‘best’. Coordination and
communication are important factors required to
build a relationship with a commmercial buyer.
Constant communication and regular market visit
can help strengthen the relationship and ensure
that a quality product reaches the consumer
efficiently.
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Marketing & Branding

There are a number of kava products available on
the market. Itis important for an exporter to
identify the target market(s) for each product it
offers particularly if the kava is going direct to
consumer for consumption, rather than bulk for
nutraceuticals.

The packaging especially its appearance and
marketing needs to be tailored to suit. Building a
recognised and trustworthy brand can be a key
comparative advantage when selling a product
with little differentiation.

In the competitive market for kava as a beverage,

Kava bar, Port Vila, Vanuatu. (Photo: PTINZ.)

The Kava Society has successfully positioned
itself in the market as a premium kava brand by
creating a point of difference. This is a product
that shows the power of effective marketing and
branding through consistently offering the high-
est quality product, building a reputation among
global seasoned kava drinkers as having good
quality and strong kava, and providing knowledge
and answers to new drinkers.

Market Entry

In the kava industry, there is a recurring problem
of information asymmetry between those who
grow and process the product and those who
consume it.
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Many kava exporters are curious about

technical questions regarding kavalactones and
chemotypes, but there is little interest in
discussing procedures for ensuring that kava is
clean. According to New Zealand kava

buyers, a kava could contain high kavalactone
percentages, but if it is not cleaned and free of
microbes, it will not be suitable for discerning kava
consumers, which is an apt description of the
new kava market.

Many kava farmers are attempting to do
everything from growing to processing to export-
ing. If these different stages were divided more
clearly, butin a way that encourages collabo-
ration, the industry would likely benefit greatly.
Thereis a tendency to view processors negatively
as middlemen, but this is not always the case.
Throughout the kava industry, there are middle-
men who do little but clip tickets, which is one of
the reasons for the distrust.

The issue of growing and processing kava does
need to be addressed, but what really needs
attention is providing the general public with
accurate information about kava. Many people
who are not traditionally kava drinkers are be-
coming curious about it and will purchase unla-
belled and often substandard kava from dairies.
Many individuals will inevitably prepare it incor-

rectly and then have a negative experience with
kava and never try it again.

Among new demographics of consumers, kava
consumption can grow exponentially in New
Zealand and abroad, but it must be about
education and authentic experiences with high
quality kava (Henry, 2022). It has the potential to
grow to a number of new markets, and there are
many countries where kava is either semi-banned
or classified as some type of grey area. If some
effortis put forth and proper presentations are
made, these bans may be largely overturned.

There is arisk of a global economic recession
caused by the pandemic, inflation, and the

war in Ukraine, but it is likely to have the greatest
impact on those industries viewed non-essential.
In view of the economic slowdown, consumer
confidence in New Zealand (and across the world)
has taken a hit, with 90% of households showing
concern and reducing spending, especially in
areas such as luxury goods and dining (Scoop,
2022).

With consideration given towards market position,
kava exporters can still successfully enter foreign
markets and maintain or grow sales. A number of
substitute products are available with perceived
health benefits at lower prices, such as fruit

ADVANTAGES DISADVANTAGES
Direct export Direct customer contact Greater financial risks
Higher profit margins Investment of time and staff
Independence from foreign partners Limited market coverage
Insufficient knowledge of market and culture
Indirect export No or very few extra staff required Lower profit margins

Agent knows and has access to the Dependence on commitment of partner
market and distribution channels
More complete market coverage possible No direct customer contact

Smaller financial risks
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juices, vitamin supplements, and alternative
products with perceived immune benefits. Kava
products can fall within the healthy lifestyle
category, though it has less elastic consumer price
demand than luxury goods (e.g. jewellery,
perfumes).

A customer’s perception of utility and relevance
plays a significant role in retaining their interest
during uncertain economic times. To remain
relevant, products must focus on experiences,
storytelling around values and purpose, and
heritage to maintain authenticity, especially among
millennials (Pattuglia, 2016). There is an authentic
and original story to be told by the

Pacific Island kava industry, and it is functionally
unmatched by its competitors. In order to estab-
lish awareness and unwavering consumer demand
when faced with adverse conditions, it is essential
for the kava industry to establish and maintain a
visible position within the healthy lifestyle trade.

Animporter can be an effective way to enter the
New Zealand market for kava, as they possess the
necessary infrastructure to ensure that the
produce is handled, stored, and distributed in a
timely and efficient manner.

Before engaging in discussions with a potential
purchaser, it is important to develop a structured
approach to the New Zealand market. Identify
target market, determine price, and be prepared to
present your company to them. Information such
as market capacity, processes, packaging, pricing,
and marketing are of particularimportance. The
following information should be readily available
when approaching potential importers:

« Company profile

« Export experience: current export markets if any

« Product specifications covering different
varieties available

« Supply capacity: what quantities are available

« Frequency of supply

Kava bar, Port Vila, Vanuatu. (Photo: PTINZ.)

« Packaging

« Terms of trade (minimum orders etc.)

« Shipping/Freight schedules

« Price of your product range: include any
discounts for large orders etc.

« Business card with a list of all contact details

Once arelationship has been established, it is
important to build on it by keeping the buyers
informed of what is happening.

Strategic Options

Kava exporters can remain in the domestic
market or sell to buyers in other Pacific Island
countries. This provides an opportunity to learn
product strengths and weaknesses, create con-
nections, and identify possible supply issues
while receiving feedback from seasoned kava
users.

When it comes to entering the international
markets beyond the region, kava farmers and
exporters have several options, all with their own
strengths and weaknesses. After taking a full
analysis of the business and strategic growth
plans, the best options for each individual will
reveal themselves.
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Kava businesses can direct export their products
to the end user. This has the benefits of maintain
close contact with the customers and allows the
exporter full control over brand identity and
marketing. For exporters who are willing to invest
in e-commerce, training, quality assurance and
testing, and have the ability to process cross
border payments this may be a good option,
especially if the kava is premium and a somewhat
limited supply.

On the other hand, the financial risks are greater
and not having local knowledge of market,
culture, and expectations can slow or halt growth.
Most kava exporters who deal with New

Zealand on acommercial level use indirect ex-
port, through buying agents or distributor.

An experienced third party will take care of the
export process which reduces the risk to the
exporter. Kava growers and processors are then
able to focus on their own business and domestic
market without being occupied by new ones. It
also requires fewer resources. However, profits
are slightly lower as part of the profit margin will
be paid to the intermediary, and it limits the
connection and feedback from the customer
base.

If a kava processor wanted to expand into the
nutraceutical market, another option would be to
manufacture the products in New Zealand. This
saves the cost of transport and the many logisti-
cal challenges involved in exporting and provides
access to technology and product development
expertise that may not be available in the Pacific
Islands. However, there are also challenges
involved in manufacturing abroad; any legal
issues, costs, possible risks, and more. A
processor could also export bulk kava for
beverages in New Zealand for packaging by New
Zealand companies who have the local knowl-
edge about market demands and expectations.

By partnering with an importer or retailer kava
exporters would have a steady source of income.
This would also have the benefit of access to new
knowledge and expertise, greater resources, and
be in a stronger position for research and
development projects. This also provides a
continuous feedback loop on quality. Care must
be taken to ensure lines of communication are
good, objectives are clear and consistent, and
expectations are the same.

Market Opportunities

The creation of value occurs when an existing
market is enhanced with actual or perceived
benefits. The goal is to create value where none
previously existed through enhancements such
as product characteristics, desirable certifica-
tions, marketing awareness, branding, and
preserving the identity of the brand (Parcell,
Brees, & Giddens, 2010).

These activities result in higher prices due to
increased demand and reduced competition.

In general, enhancements that create value are
low-risk activities (Parcell et al., 2010). It should
be noted that any of the suggestions below may
be implemented without substantially disrupting
normal business operations, although significant
capital investment may be required based on the
complexity of the activity.

Itis important to note some of the below
opportunities require significant research and, in
some cases, legislative changes before they are
able to be offered to the market. Focusing on
improving the quality and reputation of kava is the
first step needed, while concurrently working with
global regulators to improve market access and
opportunities.
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Single Origin High Quality Kava

This is the simplest market entry point for
exporters. The journey of kava in the international
market can be liked to the coffee industry;

during the 1950’s consumers did not care about
where the coffee came from, how it was
prepared, or whether it was just basic instant
coffee.

Eventually, consumers were educated on

coffee and its preparation, and now demand
coffee that is premium single origin, fair trade,
organic, speciality, etc. People are willing to spend
money on a little bit of luxury to start their day;,
and kava has the potential to be the night-time
equivalent. Itis, however, imperative that kava
farmers and processors lift and standardise the
quality of the kava, and regulatory bodies across
the Pacific need to ensure they consider the long
game rather than going for quick wins (Henry,
2022; Wihongi, 2022; Elbourne, 2022). Importers
can play their part in protecting the kava industry
by communicating the standards expected by
them and their own buyers.

Kava needs to be protected as a Pacific product
through appellation of origin; it may only be called
kava if it has been grown in the region, as well as
restrictions on other countries who are
interested in cultivating kava. It can also be pro-
tected through IP rights and trade agreements
with potential competitor countries.

Shelf Stable Ready to Drink Kava

A New Zealand based business is currently
developing a ready-to-drink shelf stable kava as a
response to the surging demand for

takeaway kava over the New Zealand Covid-19
lockdowns. To comply with current regulations,

it must still be purely kava root and water, but

through innovative procedures a shelf-stable
product can be achieved. This value-add product
would be exportable to New Zealand according
to current regulations. Shelf stable kava appeals
to new and seasoned kava drinkers as there is no
preparation needed. It can help grow the market
by being as easy entrance point to kava without
inducing any of the possible side-effects of mi-
cronized kava.

Nutraceuticals

The nutraceutical is a huge industry that is
experiencing significant growth. Individual
farmers will not be able to supply the quantity
needed for this sector, however if they came
together as a cooperative, it may be possible.

A cooperative would also reduce the need for
middlemen and give farmers stronger negotiating
power in terms of price received. Consistency of
supply is absolutely key here. It is non-negotiable.

Functional Food and Beverages

While not currently allowable in the New

Zealand market, functional foods and beverages
containing kava represent an untapped growth
potential. Covid-19 has changed the health
priorities of many consumers across the globe,
leading to innovative development of products
that improve brain power, promote relaxation and
relieve stress, add healthy microbes to the gut or
skin, or provide a caffeine-free energy source.

The market size is estimated to grow to over
USD200million by 2030 (Allied Market Research,
2021). Currently, there is no food technology
research in New Zealand around the possibilities
of kava-added functional foods and beverages
(Lee, 2022), though through funding and support
this could be an area of development.
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Health & Beauty

Health and Beauty represents another category
of potential value-add kava products. Some large
New Zealand health and beauty companies have
shown interest in kava as an ingredient, however
further research is needed to determine the
safety and efficacy of topical kava. Additionally,
import pathways and regulations around the use
of kava need to be made clear.

Pet Products

The consumption of supplements is not limited
to humans. Pet and livestock nutritional supple-
ments have significant markets, much like human
nutritional supplements, but with less regulatory
oversight and users who are less sensitive to the
unusual flavour of kava.

A market for pet nutritional supplements worth
US$636 million has emerged in recent years, 78%
of which is spent on dogs, primarily in the United
States. According to recent reports, the

American pet products industry is valued at
US$95

billion, driven primarily by the demand of millen-
nial

consumers (age 25-34), who desire to pamper
their ‘humanized’ pets (American Pet Products
Association (APPA), n.d.).

There is now an extensive selection of pet
supplement products on the market, ranging
from CBD chew toys to intestinal health supple-
ments, strength and endurance products, and
other pet vitamins that target specific health con-
ditions like obesity, as well as some that contain
kava

(Packaged Facts, 2019). Interestingly, the United
Kingdom currently only allows kava to be import-
ed ‘not for human consumption’.

Today, many young pet owners consider what
was once considered a luxury to be a necessity
(Chapman, 2019). The FDA does not regulate
animal nutritional supplements in the United
States. However, it does require that the products
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meet minimum safety standards and that no
specific health benefits be claimed.

A new market has emerged for venture capital-
ists who specialize exclusively in pet product
companies as a result of the popularity of new
pet products (Kisaco Research, 2019). Research
indicates that the market is expected to grow ata
compounded annual rate of 5.26% (Reed, 2017).

Education and Festivals

As the market with highest returns and lowest
capital investment is capturing new markets,
exporters, importers, and governing bodies could
come together to educate consumers on kava.
Many first-time or new consumers of kava are un-
aware of the history, traditions, and preparation
practices around kava which would help dispel
some of the myths about kava, and experienced
kava drinkers can be guided towards premium
products that secure the future of the Pacific
kava industry. It may also increase future invest-
ment and research funding potential and create
new traditions that are inclusive of all

New Zealanders.

To Summarise

- New Zealand is entirely dependent on supply
of kava from the Pacific Islands, as it cannot be
grown domestically.

- There is a market for bulk products for nu-
traceuticals and other value-add products if
the volume frequency of supply and, in particular,
price is satisfied. It important to clarify the re-
quirements specified by importers to ensure that
the proper procedure is followed.

« The general consensus is that opportunities
exist in value added kava products particularly
if a point of difference can be established on the

market. Value added kava products require signifi-
cantinvestment in research and analysis, product
development, marketing, and packaging to
compete effectively on the shelves, as well as
ensuring pathways to market exist.

« Organic and the fair-trade market continue
to exhibit growth in New Zealand and around
the world. With the Pacific Islands’ proximity to
the market and strong associations with ‘natural
growing’ the Pacific Islands have the potential to
leverage these traits to tap into these growth mar-
kets.

» Quality is key

Some market barriers include the need for further
research in order to make claims on labels and to
have some information about the health benefits
and effects of kava, both as a

recreational drink and as a medicine. Processing,
analysis, and certification can be costly to start,
butis likely to provide much higher returns by
increasing consumer confidence and brand
loyalty.

Consistent volumes, quality, and packaging have
been highlighted by buyers as ones of the main
impediments to kava growth, as well as a lack of
educational and information for new consumers
of kava.

Regional reporting requirements are needed to
assess the true economic impact of kava growing
and exporting, as data has historically been patchy
- with this, exporters are unable to assess true
market potential.

Above all, the need for high quality, premium kava
products is demanded by New Zealand buyers,
and the lack of regional standardisation is
hindering the ability for market growth.
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