Chapter 2: Literature Review

2.1 Overview of the Edible Bird’s Nest Market

Edible bird's nests (EBNs) are unique culinary delicacies made primarily from the hardened
saliva of swiftlet birds, specifically those belonging to the family Apodidae. These nests,
constructed by swiftlets, consist of approximately 90% saliva and 10% other materials, such as
feathers and twigs, which harden upon exposure to air. The most sought-after type of edible
bird's nest is the white nest, prized for its mild flavor and high nutritional value, while black and
red nests, although rarer, are considered of lower qualityThe edible bird’s nest (EBN) trade has a
rich historical and cultural significance, particularly in Southeast Asia and China. Bird’s nests,
primarily made from the hardened saliva of swiftlets, have been considered a luxury delicacy for
centuries, prized not only for their unique taste but also for their purported health benefits.
Traditionally, edible bird’s nests have been used in traditional Chinese medicine (TCM),
believed to improve respiratory health, enhance skin quality, and boost overall immunity
(Marcone, 2005). The consumption of these nests symbolizes wealth and status, often served in
high-end restaurants and during special occasions, such as weddings and festive celebrations

(Chua, Zukefli, & Chua, 2020).

Globally, Indonesia has emerged as a dominant player in the edible bird’s nest market,
responsible for over 80% of the world’s exports. The country’s conducive tropical climate and
rich biodiversity provide an ideal environment for swiftlet farming, leading to the establishment
of numerous swiftlet houses (Wibisono, 2018). Historically, nests were harvested from natural
caves, but the shift toward artificial swiftlet farming in the late 20th century has revolutionized
production methods. This transition has allowed for more sustainable practices and increased
output, making it feasible for local farmers to participate in the industry (Lim & Cranbrook,

2002).

In recent years, the edible bird’s nest market has seen a surge in demand, particularly from
China, where consumers are increasingly seeking health-conscious food products. This growth
can be attributed to rising incomes and a growing middle class that values traditional delicacies
for their perceived health benefits and cultural significance (Euromonitor International, 2023).
As a result, the trade of edible bird’s nests has evolved into a lucrative niche market, with prices
for premium nests reaching up to several thousand dollars per kilogram. Such high market value

reflects both the cultural importance and the economic potential of this industry.

2.2 Economic Theories on Trade and Niche Markets



Understanding the economic dynamics of the edible bird’s nest trade requires an exploration of
several relevant economic theories. Comparative Advantage Theory, introduced by economist
David Ricardo, posits that nations should specialize in producing goods for which they have a
lower opportunity cost compared to others. For Indonesia, its unique climatic conditions,
coupled with the indigenous knowledge of swiftlet farming, provide a natural comparative
advantage in the production of edible bird’s nests (Wibisono, 2018). This advantage allows
Indonesia to produce high-quality nests efficiently, positioning it as a key exporter in the global

market.

Furthermore, the Export-Oriented Growth Theory emphasizes the importance of exports as a
driver of economic development, especially for developing nations. The edible bird’s nest
industry exemplifies this theory, as it contributes significantly to Indonesia’s foreign exchange
earnings and GDP growth (Marcone, 2005). The industry also creates jobs, particularly in rural
areas where swiftlet farming can provide sustainable livelihoods for local communities. This
export-oriented approach not only bolsters the economy but also supports related industries,

including logistics, food processing, and retail.

Moreover, the market for edible bird’s nests represents a classic example of a niche luxury
market. Demand for such products tends to be less elastic, driven by factors beyond just price,
such as health benefits, cultural significance, and social prestige. Consumers in China are
increasingly willing to pay premium prices for high-quality, authentic nests due to their
association with health and wellness, as well as their cultural importance (Thorburn, 2015). This
willingness to pay reflects the evolving consumer preferences that shape the dynamics of the

edible bird’s nest market.

2.3 China’s Demand for Edible Bird’s Nests

As the largest consumer of edible bird’s nests, China plays a pivotal role in shaping the
dynamics of the global market. The increasing demand for these nests is driven by a confluence
of factors, including cultural beliefs, rising disposable incomes, and an expanding
health-conscious consumer base. In Chinese culture, edible bird’s nests are regarded as a
delicacy that not only enhances culinary experiences but also serves as a remedy for various
health ailments (Marcone, 2005). As a result, the consumption of these nests is not merely a
dietary choice; it is deeply intertwined with traditional practices and beliefs surrounding health

and wellness.

The rise of the middle class in China has significantly boosted demand for premium food

products, including edible bird’s nests. As incomes have risen, consumers are more inclined to
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invest in luxury food items perceived to offer health benefits (Euromonitor International, 2023).
Moreover, the cultural value placed on gifting bird’s nests during special occasions further
sustains demand. Urban consumers, particularly in cities like Beijing and Shanghai, view the
consumption of bird’s nests as a symbol of status and sophistication, leading to consistent

market growth.

Additionally, the emergence of e-commerce platforms in China has transformed the
accessibility of edible bird’s nests. Online shopping allows consumers to purchase these luxury
products conveniently, thereby expanding the consumer base beyond traditional markets (Chua
et al., 2020). This trend is particularly significant in the wake of the COVID-19 pandemic,
where online purchasing has become a preferred method for consumers. The integration of
digital platforms into the supply chain has facilitated easier access to premium-quality bird’s

nests, thereby driving demand further.

2.4 Indonesia-China Trade Relations

The trade relationship between Indonesia and China has grown increasingly robust, with the
edible bird’s nest industry serving as a critical component of this partnership. The Belt and
Road Initiative (BRI), launched by China, aims to enhance trade connectivity and cooperation
between participating countries. For Indonesia, the BRI presents opportunities to strengthen
trade ties, particularly in the edible bird’s nest sector (Wibisono, 2018). Moreover, the
ASEAN-China Free Trade Agreement (ACFTA) has facilitated trade by reducing tariffs and
enhancing market access for Indonesian exports, enabling the edible bird’s nest industry to

thrive.

Despite the positive outlook, the Indonesian export of edible bird’s nests has encountered
challenges, particularly regarding food safety regulations imposed by Chinese authorities. In
the past, there have been instances of import bans due to concerns over the quality and
authenticity of products, highlighting the need for Indonesian exporters to adhere to strict
quality control measures (General Administration of Customs of China, 2023). In response, the
Indonesian government has implemented initiatives to support local producers in meeting

Chinese standards, thus ensuring the continued flow of exports.

The future of Indonesia-China trade in edible bird’s nests appears promising, given the sustained
demand from China and potential growth in other Asian markets. However, Indonesia must
navigate challenges such as sustainability, overharvesting, and competition from other
Southeast Asian countries that also produce edible bird’s nests (Statista, 2023). Fostering

collaboration between the government and local producers to enhance product quality,
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implement sustainable harvesting practices, and explore new markets will be essential for

maintaining Indonesia’s competitive edge in this lucrative industry.
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